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AGENCY FOR INTERNATIONAL DEVELOPMENT

HANDBOOK TRANSMITTAL DATE TRANS. MEMO NO.
MEMORANDUM April 13, 1994 15:106

* CORRECTED COPY *

MATERIAL TRANSMITTED:

Handbook 15 - USAID Financed Commodities

Chapter 2, Section 2D6 is amended to change the policy on USAID-financing
of inland freight. The changes (1) clarify the provision allowing the
financing of intermodal freight by dropping the requirement that point of
delivery be established in the carrier’s tariff and (2) delegate the
authority to wave the restriction on the financing of inland freight to
the field.

Chapters 4, 5A and Appendix B (pg 123 & 124) :

(a) Provisions for approving the noncompetitive procurement of
procurement services agents is revised to conform with current Handbook 11
procedures.

(b) Guidance on an existing requirement for the submission of copies of
ocean bills of 1lading to the Maritime Administration and M/OP is
promulgated in the Instructions for Preparing Form AID 11-94, Document
Distribution and Shipping Instructions.

(c) Guidance on the procedures for conducting the procurement of
pharmaceuticals is amplified to provide that M/OP/CC is the USAID/W office
designated to approve the procurement of pharmaceuticals.

Appendix A - "AID Regulation I, Appendix A:

The principle Geographic Codes are amended to revise the listing of
countries excluded from the "Free World," and the listing of free world
countries or areas excluded from Code 941 has been revised.

Appendix B - "USAID Commodity El1igibility Listing”

1. This amendment reflects changes made during 1992 and 1993 to the

U.S. Department of Commerce, Schedule B, Statistical Classification of
Domestic _and Foreign Commodities Exported from the United States.

2. A new Special Provision 67 is added covering medical devices;
additional documentation is required with a request for approval of USAID
financing.

3. In Part 1ID5, the eligibility 1isting of pharmaceuticals is amended
to indicate that Schedule B No. 3004.90.6070 includes oral rehydration
salts.



" EILING INSTRUCTIONS:

1. REMQVE PAGES:
Chapter 2, pages 2-19 thru 2-21
Chapter 4 pages 4-5 and 4-6,
Appendix 5A, 5A-13 thru 5A-15,
Appendix A pages A-i thru A-iii, A-9 and A-10
Appendix B pages 1 thru 6, 13, 14, 17, 18, 21
thru 24, 39, 40, 49 thru 56, 69, 70, 73, 74,
79, 80, 83, 84, 123, 124, 133 134, 159, and
160.
(TM 15:86), (TM 15:93), (TM 15:97),
(T™M 15:101), (T™M 15:98), and (TM 15:103).

REPLACEMENT PAGES:
Chapter 2, pages 2-19
thru 2-21, Chapter 4
pages 4-5 and 4-6,
Appendix 5A, 5A-13 and
5A-15, Appendix A,
pages A-i, A-9 and
A-10, Appendix B pages
1 thru 6, 13,14, 17,
18, 21 thru 24, 39, 40
49 thru 56, 69, 70,
73, 74, 79, 80, 83,
84, 123, 124, 133 134,
159, and 160.

(TM 15:106)

2. Initial the Transmittal Memorandum Checksheet (in the back of the Handbook

binder) beside IM 15:106.

3. KEEP THIS TRANSMITTAL MEMORANDUM, which has an up-to-date Checklist for

this Handbook on the back.

q, File this TM 15:106 in the front of the handbook binder; discard TM sheet

15:105.

M/PPE (703-875-1534)

(202) 736-4747

Address questions about this Handbook to

To request an order form for the USAID CD-ROM contact M/AS/ISS
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1-27-89
2-23-89
4-10-89
5-11-89
2-14-90

various

1-27-90

Various

4-8-91
8-28-91

8-12-92

3/10/94

CHECKLIST FOR HANDBOOK 15
AID-FINANCED COMMODITIES

AUTHOR OFFICE: M/PPE

MATERIAL TRANSMITTED

Handbook Index

Chapters 1 - 5, 7, 8, 10, and 11
Appendix B

Pages 5-1 thru 5-19 of Ch. 5
Chapter 12 and Appendix 12A
Chapter 6

Chapter 4 and Pages 4A-5, 4A-22, 4B-1, 4B-2,
and 4B-7 :

Pages TC-1 thru TC-7 of the Table of Contents;

pages 1-1, 1-2 of Ch. 1; pages 2-1, 2-2 of

Ch. 2; pages 7-1 thru 7-12 and Att. 7C of Ch. 7;
pages 12-1, 12-2 and 12A-3 thru 12A-6; pages 10,

25 thru 28, 37, 38, 49, 50, 55 thru 58, 61 thru 64,
77, 78, 83 thru 87, 123 thru 126, 135, 136, 139 thru
140a, and 153 of App. B.

Pages 43 thru 48 of App. B

Pages 2-3 thru 2-21, Apps. 2C, 2D of Ch. 2;
3-1 thru 3-7 of Ch. 3; 5A-5, 5A-6 of App. 5A,
Ch. 5; 8-1 thru 8-6 of Ch. 8; pages 3 thru 8,
11 thru 16, 23, 24, 31 thru 36, 39 thru 42,
59, 60, 65 thru 76, 79 thru 82, 88 thru 90a,
127, 128, 137, 138, 141 thru 144 of App. B

Pages 4-19 thru 4-27, 4A-23, 4A-24 of Ch. 4;
Appendix A

Chapter 9 and Pages 10A-Al, 10A-A2, 10A-A5, and
10A-A6 of Appendix 10A

Chapter 2, pages 2-19 thru 2-21, Chapter 4 pages 4-5
and 4-6, Appendix 5A, 5A-13 thru 5A-15,

Appendix A, pages A-i, A-9 and A-10,

Appendix B pages 1, thru 6, 13, 14, 17, 18,

21 thru 24, 39, 40,49 thru 56, 69, 70, 73, 74,

79, 80, 83, 84, 123, 124, 133 134, 159, and 160.

15:99
15:101

15:102
15:103
15:104

15:106



AGENCY FOR INTERNATIONAL DEVELOPMENT

DATE TRANS. MEMO NO.
HANDBOOK TRANSMITTAL MEMORANDUM August 12, 1992 15:104

MATERIAL TRANSMITTED:

Handbook 15 - AID Financed Commodities

Chapter 9 and Attachments 9A and 9B and Appendix 10A have been

revised to incorporate the new AID emblem and delete references
to the handclasp emblem. The emblem size requirements are now

specified by width, not height, and all emblem measurements are
revised to approximate metric equivalents.

The emblem size for vehicles, vessels, and aircraft have been

reduced from approximately 12" (30cm) to 20cm (metric equivalent
of 8").

FILING INSTRUCTIONS:

1.  REMOVE PAGES:  REPLACEMENT PAGES:
9-1 thru 9-4 (TM 15:101) 9-1 thru 9-4
9A-1 (TM 15:86) 9A-1
98-1 thru 98-6 (TM 15:98, 15:101, 15:102) 98-1 thru 9B-6

10A-Al, 10A-A2, 10A-A5, and 10A-A6 (TM 15:86) 10A-Al, 10A-A2,
10A-A5, and 10A-A6

2. Initial the Transmittal Memorandum Checksheet (in the back of the
Handbook binder) beside TM 15:104,

3. KEEP THIS TRANSMITTAL MEMORANDUM, which has an up-to-date Checklist for
this Handbook on the back.

4, File this TM 15:104 in the front of the handbook binder; discard TM
sheet 15:103.

Address questions about this Handbook to FA/PPE (703) 875-1534.
For additional copies of this Transmittal contact FA/AS/ISS (703) 875-1641.
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CHECKLIST FOR HANDBOOK 15
AID-FINANCED COMMODITIES

AUTHOR OFFICE: FA/PPE

DATE MATERIAL TRANSMITTED TM NO. ‘
Aug. '86 Handbook Index 15:85
3-17-87 Chapters 1 - 5, 7, 8, 10, and 11 15:86
1-27-89 Appendix B 15:93
2-23-89 Pages 5-1 thru 5-19 of Ch. 5 ‘15:94
4-10-89 Chapter 12 and Appendix 12A 15:95
5-11-89 Chapter 6 15:96
2-14-90 Chapter 4 and Pages 4A-5, 4A-22, 4B-1, 4B-2, 15:97
and 4B-7
Various Pages TC-1 thru TC-7 of the Table of Contents; 15:98

pages 1-1, 1-2 of Ch. 1; pages 2-1, 2-2 of

Ch. 2; pages 7-1 thru 7-12 and Att. 7C of Ch. 7;
pages 12-1, 12-2 and 12A-3 thru 12A-6; pages 10,

25 thru 28, 37, 38, 49, 50, 55 thru 58, 61 thru 64,
77, 78, 83 thru 87, 123 thru 126, 135, 136, 139 thru

140a, and 153 of App. B. .

1-27-90 Pages 43 thru 48 of App. B 15:99

Various Pages 2-3 thru 2-21, Apps. 2C, 2D of Ch. 2; 15:101
3-1 thru 3-7 of Ch. 3; 5A-5, 5A-6 of App. 5A,
Ch. 5; 8-1 thru 8-6 of Ch. 8; pages 3 thru 8,
11 thru 16, 23, 24, 31 thru 36, 39 thru 42,
59, 60, 65 thru 76, 79 thru 82, 88 thru 90a,
127, 128, 137, 138, 141 thru 144 of App. B

4-8-91 Pages 4-19 thru 4-27, 4A-23, 4A-24 of Ch. 4; 15:102
8-28-91 Appendix A 15:103
8-12-92 Chapter 9 and Pages 10A-Al, 10A-A2, 10A-A5, and 15:104

10A-A6 of Appendix 10A
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M.0.
Number

M.C. 210.3
758.1
1144.1
1373.1
1401.1

1403.1

1405.2

1406.1

1411.1

1411.2

Effective

_Date

4-23-68

7-1-72

11-27-67

9-14-67

1-29-73

12-12-63

11-2-66

1-8-71

2-24-65

9-15-64

9-23-66

0 O 0

Status of Manual Orders
Affected by Publication of HB 15

Remove -

Subject Superseded By
Establishment of the AID Fertilizer HB 15, Ch 5
Procurement Policy Committee
Accounting Procedures for GSA Procurement HB 15, Ch 4 &

HB 19, Ch 10

AID Commodity Program Assistance: Barter HB 15, Ch 5
Technical Assistance: Preparation of PIO/Cs HB 15, App D-7
for U.S. Government Agencies
Page B-1 of Attachment B
Procurement Policies, Regulations, and HB 15, Ch 1
Procedures: Introductions
The Respective Roles of Contracting and
Other Personnel in the A.1.D.-Direct
Procurement Process
A.I.D. Commodity Codes--Special Coding
Developed for A.I.D. Purposes
Placement of Title to Project Commodities
Procurement Requiréments: Geographic Source, HB 15, Ch 2
General
Procurement Requirements: Small Business HB 15, Ch 6

Notification

O

Attachment to TM 15:1

Retain Pending Conversion
to Additional HB Material




Attachment to TM 15:1

2

M.0.
Number

M.C. 1411.2
1411.3
1411.4
M.C. 1411.5
1411.6
1412.1

1412.1.2

1412.2

1412.2.1

M.C. 1412.2.1

0

Effective
Date

2-17-72

2-16-72

2-3-72

10-16-70

9-12-72

4-26-68

9-15-70

7-20-65

5-24-66

8-15-73

Subject

Procurement Requirements: Revised Small

Business Procedures

Procurement Requirements: Foreign Assets

Control (FAC) and Cuban Assets Control (CAC)

Equal Employment Opportunity Practices of A.I.D.

Contractors

Procurement Policies: Untying A.I.D. Procure-

ment in Lower Income Countries

Equal Employment Opportunity Compliance
Clearance of A.I.D. Grantees

Service Contracting:
Requirements

Service Contracting:

Geographic Source

Use of Third-Country

Nationals on A.I.D.-Financed Construction

(AID Regulation 7)

Logistic Support Overseas to A.I.D.-Financed

Services Contractors

Availability of State Department Foreign Post

Medical Facilities to Eligible Contractor
Employees and Authorized Dependents

Availability of Department of State Foreign Post

Medical Facilities to Eligible Contractor
Employees and Authorized Dependents

0

o

Remove -
Superseded By

HB 15, Ch 6

HB 15, Ch 2

HB 15, various chapters

Retain Pending Conversion
to Additional HB Material




M.0.
Number

1412.3

1412.5

1414.1

1414.1.

1414.2

1414.3

1414 .4

1414.6

1414.7

1414.8

1414.9

Effective

Date’

10-18-66

6-11-73

9-22-70

6-8-70

6-29-67

11-24-67

12-12-63

11-30-71

12-12-63

10-13-67

5-1-70

Subject

Publicizing Technical Service Procurement and
Awards (Borrower/Grantee Procurement)

Service Contracting: Academic Publication
Policy :

Commodity Procurement: Geographic Source
Requirements

Source Requirements for Commodities: Waiver
Authority and Procedures .

Commodity Procurement: Commodity Eligibility

Prior Review of Proposed Sales: Policy

Commodity Procurement: Specifications and
Standards

Commodity Procurement, General: Special
Marking Requirements

Commodity Procurement: Cargo Preference
Requirements

Program Assistance Commodity Procurement:
Marine Insurance Policy

U.S. Policies and Procedures for the Non-
payment of Port Charges on Assistance Cargoes

Remove -
Superseded By

HB 15, Ch 2 & 5
HB 15, Ch 2

HB 15, Ch 2 & App B
HB 15, Ch 2

Eliminated
HB 15, Ch 2
HB 15, Ch 7

HB 15, Ch 2 & 8

O

Attachment to TM 15:1
3

Retain Pending Conversion
to Additional HB Material

X




Attachment to TM 15:1

4
M.0. Effective | Remove - Retain Pending Conversio
Number Date ‘ Subject Superseded By to Additional HB Materia
1414.10 12-12-63 Commodity Procurement: Commodity Inspection Eliminated
1414.12 8-10-67 Debarred, Suspended, and Ineligible Contractors HB 15, Ch 2
and Suppliers
1414.13 7-14-64 Suppliers of Commodities and Commodity-Related HB 15, Ch 2
Services Ineligible for A.I.D. Financing
(A.I.D. Regulation 8)
1414.14 2-5-74 List of Ineligible Suppliers HB 15, Ch 2
1415.1 9-3-69 Commodity Procurement: Stockpile Materials X
1415.2 8-10-67 Commodity Procurement:  Pharmaceuticals HB 15, Ch 2 & App B
M.C. 1415.2 12-31-70 Commodity Procurement: Eligibility of Bulk HB 15, Ch 2 & App B
Pharmaceuticals )
1415.2.1 7-21-71 Contraceptives and Related Supplies: Project HB 15, Ch 5
: Assistance
1415.2.2 Various Commodity Procurement: Pharmaceuticals - HB 15, Ch 2 & App B
Ineffective Drugs
1415.2.3 8-5-71 Commodity Procurement: Pharmaceuticals - HB 15, Ch 2 & App B
"Possibly Effective" Drugs
1415.4 1-28-71 Commodity Procurement: Procurement of HB 15, Ch 5
Fertilizers Under Formal Competitive Bid
Procedures

0 0 O o
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Attachment to TM 15:1

5
M.0. Effective ) Remove - Retain Pending Conversion
Number Date Subject ' - Superseded By to Additional HB Material
M.C. 1415.4 5-16-72 Commodity Procurement: Procurement of HB 15, Ch 5
' Fertilizers Under Formal Competive Bid
Procedures
1415.5 2-7-66 Commodity Procurement: Proprietary Procure- HB 15, Ch 3

ment of A.I.D.-Financed Commodities

M.C. 1415.8 9-11-68 Inspection and Appraisal of A.I.D.-financed HB 15, Ch 2 & App B
Used Equipment and Parts

M.C. 1415.8.1 6-26-69 Procurement of Rebuilt or Reconditioned HB 15, Ch 5 & App B
Automotive Parts and Assemblies

1415.9 1-1-72 Commodity Procurement: A.I.D. Requirements for HB 15, Ch 5 & App B
: Infants Dietary Formulas :

1416.1 7-27-66 Commodity Procurement: Diesel Electric Eliminated
Locomotives :
1422.1 7-1-72 AID Service Contracting Formats X
M.C. 1422.1 6-27-72 A.1.D. Service Contracting Formats X
1423.4 4-5-66 Notice to Cost-reimbursement Type Contractors X
of Changes in Applicable Standard Government
Regulations
1423.7 6-29-71 Service Contracting--Third-Country and _ X

Cooperating-Country Nationals Hired Under
A.I1.D.-Direct Contracts

T 1423.8 10-21-59 Funding of Technical Services on a Periodic X
(formerly 1214.1) Basis




Attachment to TM 15:1

6

M.O.

Number

1423.

1423.

1423.

1423.

1424.

1425.

1425.

M.C.

1425.

1431,

1432.

1432.

1432.

11

13

14

1425.3

Effective

Date

9-13-72
12-1-69
11-19-68

5-8-69

7-1-70

8-12-65
10-1-73
10-1-74

7-9-64

12-12-63

6-13-72

5-1-70

8-1-73

Subject

Contract Administration

Contract Closeout Procedure

Contract Negotiator's Checklist

Service Contracting - Biographical Data on
Contractor Employees

Service Contracting - Maintenance of Files
for A.I1.D.-Direct Contracts

Specialized Engineering Contract Services

Procedures for AID Procurement: Books

Contract for Book Procurement: AID/otr-C-1348

Procedures for Procurement: Technical
Assistance from U.S. Air Carriers

U.S. Government Agency Procurement, Commodities,
General

Placing €Commodity Procurement with the General
Services Administration
Placing Commodity Procurement with Department

of the Army

Placing Commodity Procurement with the Federal
Highway Administration

o o

Remove -
Superseded By

HB 15, Ch 4

HB 15. Ch 4

HB 15, Ch 4

HB 15, Ch 4

0

Retain Pending Conversion
to Additional HB Material

X



M.0.
Number

1432.4

1432.5

1432.7

1432.8

1440.1

1440.1.1

1442.1

1442.2

1442.3

M.C. 1442.4

1443.1

Effective

Date

12-12-63

4-27-70

3-5-70

2-28-69

3-71

3-7

3-71

3-71

3-7

6-1-71

7-21-70

Subject

Placing Commodity Procurement with the
Government Printing Office

Placing Commodity Procurement with the Federal
Aviation Administration

Placing Commodity Procurement for Public Safety

Programs (Various Agencies)

Placing Commodity Procurement Under "BUSH"
Contracts

Effect and Application of the A.I.D. Capital
Project Guidelines

Amendments to the A.I.D. Capital Projects
Guidelines

A.I1.D. Capital Projects Guidelines: Borrower
Procurement of Engineering and Other
Professional Services

A.1.D. Capital Projects Guidelines: Borrower
Procurement of Construction Services

A.1.D. Capital Projects Guidelines: Borrower
Procurement of Equipment and Materials

A.1.D. Capital Projects Guidelines: Cost
Principles Guidelines

Criteria and Procedures for Review of Borrower/

Remove -
Superseded By

HB 15, Ch 4

HB 15, Ch 4

HB 15, Ch 4

HB 15, Ch 4

Grantee Contracting for Engineering, Architectural,

and Other Professional Services

Attachment to TM 15:1
7

Retain Pending Conversion
to Additional HB Material
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M.0.
Number

1443.2

M.C. 1443.2

M.C. 1443.3

1454.3

M.C. 1454.3

1454.3.1

1454.3.2

1454.4

1454 .5

Effective

Date

12-12-63

11-6-69

9-1-71

9-29-67

3-28-67

1-1-70

5-15-70

12-12-63

11-24-67

Subject

Standards and Criteria for Review of Borrower/
Grantee Contracting for Construction Services,
Including Major Equipment Installations

Standards and Criteria for Review of Borrower/
Grantee Contracting for Construction Services,
Including Major Equipment Installations

Performance Evaluation Report on Borrower/Grantee
Professional Services Consultants

Borrower/Grantee or Importer Procurement,
Commodities, and Related Services:
Administration of Requirements on Commodity
Eligibility

Procurement of Rebuilt or Reconditioned Machine
Tools and Metalworking Equipment

Borrower/Grantee or Importer Procurement, A.I.D.
Guidance:- Commodity Coding, Condensed Schedule B

Borrower/Grantee or Importer Procurement:
Standard Commodity-Related Special Provisions

Borrower/Grantee or Importer Procurement, Com-
modities and Related Services: Administration
of Requirements on Specifications and Standards

Prior Review of Proposed Sales: Administration

Remove -
Superseded B

HB 15, Ch 2 & App B

HB 15, Ch 5

HB 15, Ch 2 & App B

HB 15, Ch 2 & App B

Eliminated

HB 15, Ch 2

Retain Pending Conversion
to Additional HB Material

X



M.0. Effective
Number Date
1454.10 12-12-63
1454 .11 11-30-71
T 1454.,12 4-10-56

(formerly 1175.1)

1454.13 12-12-63

M.C. 1454.13 11-22-71

1454.15 6-22-64
1454.18 7-20-65
1455.3.2 11-21-67

Subject

Borrower/Grantee or Importer Procurement,
Commodities and Related Services:
Administration of Requirements on
Prepayments and Advance Payments

Borrower/Grantee or Importer Procurement,
Commodities and Related Services Implementa-
tion Guidance and Instructions: Special
Marking Requirements

Marine Insurance

Borrower/Grantee or Importer Procurement,
Commodities and Related Services: Administra-
tion of Requirements for Cargo Preference

Borrower/Grantee or Importer Procurement,
Commodities and Related Services:
Administration of Requirements for Cargo
Preference

Borrower/Grantee or Importer Procurement,
Commodities and Related Services:
Administration of Requirements on Commodity
Inspection and Testing

Borrower/Grantee or Importer Procurement,
Commodities and Related Services:
Administration of Requirements on Refund Claims

Borrower/Grantee or Importer Procurement of
Commodities: Requirements, Guidelines, and
Provisions, Pharmaceuticals

~— N

Attachment to TM 15:1

9
Remove - Retain Pending Conversion
Superseded By to Additional HB Material

X

HB 15, Ch 2

HB 15, Ch 8

HB 15, Ch 7

HB 15, Ch 7

Eliminated

HB 15, Ch 9

HB 15, Ch 2 & App B



Attachment to TM 15:1
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M.0.
Number

1456.1

1456.1.3

1456.2

1456.3

1457.1

1492.1

Effective

Date

4-15-71

6-23-71
Various
Various
See text
5-22-74

5-25-67
various
5-13-68
8-28-68
11-19-68
6-17-69
9-1-69
10-1-69
11-3-69
2-28-70
8-17-70
8-7-70
6-20-70
various
2-9-71
2-17-71

11-1-64

5-6-68

7-20-71

2-3-69

Subject

A.1.D. Regulation 1 (1971 Edition)
Amendment A
Amendment B
Amendment C
Amendment D
Amendment E

A.I1.D. Regulation 1 (Revised)

Amendment Xa to A.I.D. Regulation 1

Amendment XI to A.I.D. Regulation 1
Amendment XII to A.I.D. Regulation 1 (Revised)

Amendment XIII to A.I.D. Regulation 1 (Revised)

Amendment XIV to A.I.D. Regulation 1 (Revised)
Amendment XV to A.I.D. Regulation 1 (Revised)
Amendment XVI to A.I.D. Regulation 1 (Revised)

Amendment XVII to A.I.D. Regulation 1 (Revised)
Amendment XVIII to A.I.D. Regulation 1 (Revised)

Amendment XIX to A.I.D. Regulation 1 (Revised)
Amendment XX to A.I.D. Regulation 1 (Revised)
Amendment XXI to A.I.D. Regulation 1 (Revised)

Amendment XXII to A.I.D. Regulation 1 (Revised)
Amendment XXIII to A.I.D. Regulation 1 {(Revised)
Amendment XXIV to A.I.D. Regulation 1 (Revised)

Applicability to A.I.D. Regulation 1

Administration of Waivers to A.I.D. Regulation 1

A.1.D. Commodity Financing Procedures

Material Resources Management Guidance: Supply

Management and Procurement Guidance and
Technical References

Remove - Retain Pending Conversion
Superseded By to Additional HB Material
HB 15, App A

Remove but hold as
required for

reference on documents
governed by previous
versions of Regulation 1

Eliminated

Eliminated



M.0.
Number
1495.2

M.C. 1495.3

1594.6

Effective

Date

6-28-66

6-8-66

7-27-66

Subject
Freight Traffic Handbook

Material Resources Guidance, Distressed
Cargo

Material Resources Guidance: A.I.D.
Supplier's Certificates and Invoice-and-
Contract Abstracts

Remove -
Superseded By

Eliminated

Eliminated

Attachment to TM 15:1

1

Retain Pending Conversion
to Additional HB Material
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NOTE

Users of this Handbook are cautioned that all refer-
ences to and quotations from U.S. laws and regula-
tions promulgated in implementation thereof are
subject to the texts thereof as they appear in the
U.S. Code and the Federal Register as from time to
time amended.

™ 15:1
December 16, 1974
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Trans. Memo. No. Effective Date Page No.
AID HANDBOOK 15 15:98 April 10, 1990 TC-1
HANDBOOK<15 4
AID-FINANCED COMMODITIES
TABLE OF CONTENTS
Page
CHAPTER 1 - INTRODUCTION
) SRV o T~ 1-1
1B. Organization ........eniiiiiniiin ittt iiiieniecnntnannen 1-1
CHAPTER 2 - ELIGIBILITY OF COMMODITIES AND COMMODITY-RELATED
SERVICES
2A. Introduction ... ..ot i i i i et e e 2-1
2B. Implementation of Commodity Source Requirements ......... 2-1
1. Designation of Eligible Source ...................... 2-1
2. Commodity Source and Componentry Rules .............. 2-2
3. Nationality Requirements ............cciiiiiiinennnn. 2-4
4. Shipments from Bonded Warehouses and Free Ports ..... 2-4
5. Prohibitions Under Foreign Assets Control and
Cuban Assets Control ........ .. . i, 2-4
B. WaiVerS ittt it i i it et i et e 2-4
2C. Establishing Commodity ETigibility ........... ... o i, 2-6
1. Introduction ...........iiiiiiniiininnnienennannnns 2-6
2. Commodity Eligibility Listing ...... ... ... ... ... .... 2-6
3. Source of Commodity Import Program Procedures ....... 2-7
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NOTE

Throughout this Handbook, masculine pronouns are to be
interpreted as including both men and women, unless the
context specifically excludes this interpretation.
Future revisions will take into account the AID
directive (HB 18, Part I, 2E) of 12/30/75 on the

avoidance of sex-biased language.
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CHAPTER 1
INTRODUCT ION

Scope

1. This Handbook sets forth implementation procedures which govern the
financing of commodities and commodity-related services under major
types of AID programs. Procedures described in the Handbook become
mandatory with respect to specific programs and transactions only as
they are incorporated or referenced in l1oan or grant agreements, or in
implementing documents issued under such agreements. AID’s basic
procurement policies are explained in Handbook 1, Supplement B. Some
commodity related topics, such as payment methods, Tocal currency
procurement, and small business policies, are not covered in this
Handbook because implementation is adequately covered in Handbook 1,
Supplement B and the applicable procurement regulations.

2. This Handbook does not include guidance as to the circumstances
under which AID assistance should take the form of programs which
involve the financing of commodities, nor does it cover the
authorization procedures for such programs. Similarly, it does not deal
with the planning of commodity requirements. These subjects are
discussed in separate AID Handbooks on programming (Handbooks 2, 3, and
4).

3. This Handbook should be consulted, in any event, during early steps
of the authorization and planning process, particularly during the
planning of commodity requirements, since it provides information which
will be helpful in the incorporation of appiicabie statutory,
requlatory, and policy requirements in agreements and implementing
documents.

Organization

1. Many of the most fundamental statutory, regulatory, and policy
requirements applicable to AID’s financing of commodities relate to
matters of eligibility. Geographic source and establishing eligibility
of commodities, commedity-related services and transactions fall into
this category. These and similar matters affecting eligibility are
covered in Chapter 2.

2. Four chapters are concerned with the variety of arrangements and
procedures under which AID-financed commodities may be procured.
Chapter 3 covers commodity procurement methods and procurement
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entities. Chapter 4 provides guidance on use of procurement agents.
Chapter 5 describes procyremezt through other U.S. Government agencies,
particularly GSA. Chapter 6 covers a number of special commodity
procurement arrangements applicable to specific items; e.g.,
contraceptives and other family planning commodities, pharmaceuticals,
fertilizer, used equipment and items from UNICEF. X

3. AID’s administration of cargo preference, general coverage, and
marine insurance are the subjects of Chapters 7 and 8.

4. AID marking requirements are covered in Chapter 9 and commodity
arrival requirements in Chapter 10. Chapter 11 outlines steps necessary
to cut off movement of commodities if a program is suspended or
terminated and to dispose of AID-vested commodities. Chapter 12 covers
suspension and debarment of suppliers.

5. Appendix A provides the text of AID Regulation 1, Commodity
Transactions Financed by AID, in loose-leaf format, so that amendments
can be distributed as replacement pages.

6. Appendix B is the AID Commodity Eligibility Listing. The listing
consolidates AID guidance on the eligibility of commodities in a form
that can be incorporated in assistance agreements as appropriate, and
may be used as a reference guide by suppliers, importers, and banks.

\\ B /
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CHAPTER 2
( z
ELIGIBILITY OF COMMODITIES AND
COMMODITY-RELATED SERVICES

Introduction

The implementation procedures described in this chapter, based upon
statutory and administrative requirements and AID policies (see Handbook
1, Supp. B, Chapters 4 and 5), are designed to 1imit the commodities
financed in AID programs to those that will provide the maximum benefit
to the Borrower/Grantee (B/G) at the least cost to the United States. A
commodity transaction may be eligible or ineligible for AID financing
based not only on the nature of the commodity but also based on its
source, end use, price, supplier, etc. Commodity-related services
(defined as delivery services and incidental services), must meet
similar tests of eligibility. This chapter explains how to implement
these considerations in both AID-financed project and non-project
assistance.

Implementation of Commodity Source Requirements

1. Designation of Eliqible Source

a. AID loans, grants, contracts, and other obligating documents
must prescribe an "AID Geographic Code" which defines the eligible
source for foreign exchange procurement. The eligible source for
Development Assistance Loans is AID Geographic Code 941 (Selected Free
World). The eligible source for Economic Support Fund loans is AID
Geographic Code 000 (United States). The eligible source for all grants
(Development Assistance or Economic Support Fund) is Code 000, except
when the recipient is a relatively least developed country (RLDC), in
which case the eligible source is AID Geographic Code 941.

b. For discussion of source requirements for disaster relief and
grants to private, nonprofit organizations and educational institutions,
see Handbook 8 - Foreign Disaster Assistance, and Handbook 13 - Grants.
The source requirements for these types of assistance do conform in
general to AID’s source policies but the implementation procedure may
vary.

c. By statutory and/or administrative source rules, the
procurement of motor vehicles, pharmaceuticals, agricultural
commodities, and fertilizer is limited to the United States.
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2. Commodity Source ang Componentry Rules

A1l commodities financed by AID must meet the following tests of
source/origin and componentry:

a. "Source" means the country from which a commodity is shipped

~to the cooperating country, or the cooperating country itself if the

commodity is located there when it is purchased. To be eligible for AID
financing a commodity must be of a source designated as eligible in the
loan or grant agreement and implementing documents, and it must also
have been mined, grown, or through manufacturing, processing, or
assembly been produced in an eligible source country. A commodity is
produced when, through manufacturing, processing or substantial and

- major assembling of components, a commercially recognized new commodity
- results that is substantially different in basic characteristics or in
. purpose or utility from its components. Merely packaging various items
- together for a particular procurement or relabeling items does not

constitute production of a commodity. The part of the eligibility
requirement concerning where the commodity is mined, grown, or produced
is often referred to as the "origin" requirement, but it should be noted
that the origin requirement is included as part of the source
requirement.

b. "Components" are the goods that go directly into the
production of a manufactured commodity. AID componentry rules for
manufactured commodities are as follows:

(1) Any component from:a non-Free World country makes the
commodity ineligible for AID financing.

(2) If the commodity contains components from countries
included in Geographic Code 935 which are not included in the authorized
geographic code for the procurement, the components are limited

" according to the following rules:

(a) They are limited on]y if they are acquired by the

’bproducer of the commodity in the form-in which they were imported.

(b) The total cost of such components to the producer of
the commodity (delivered-at the point of production of the commodity)
may not exceed 50 percent. of the lowest price (excluding the cost of
ocean transportation and marine insurance) at which the supplier makes

- the commodity available for any export sale. 1/

(c) For the purpose of calculating eligible components,
the cooperating country will be deemed to be an authorized source
country whenever any geographic code other than Code 000 is authorized.

+
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(3) AID may prescribe percentages other than 50 percent for
specific commodities. Current modifications of the componentry
limitations are contained in Appendix 2A The percentage of allowable
foreign components may be decreased for a specific procurement by the
USAID or AID/W at the request of the cooperating country. In addition,
the Director of the Office of Procurement is authorized to modify the
componentry limitations when:

(a) it is necessary to conform with established industry
production practices; or

(b) the transaction conforms to the intent of the
componentry rules (i.e., the benefit of the source and origin - rules
accrues to authorized source countries), and it is in the best interests
of the program or project to finance the transaction.

(4) Other waivers of componentry limitations are handled as
source waivers under the procedures described in 2B4.

c. The componentry rules are generally applied to each item that
is sold as an independent unit or commodity. There are some special
situations in which componentry rules may be applied on a different
basis.

(1) When a package installation is procured as a single
entity, AID may authorize the componentry rules to be applied to the
installation as a whole. For project assistance, the decision is made
by the Geographic Bureau with the concurrence of the Office of
Procurement (MS/OP). For non-project assistance, the decision is made
by MS/0P with the concurrence of the Geographic Bureau.

(2) MWhen the product being purchased is a kit (i.e., items
such as scientific instruments, tools, or medical supplies packaged as a
single unit), the kit will be considered the produced commodity and the
items included in the kit will be the components. If AID decides for
any reason to treat the items in a kit as separate commodities, the
solicitation document should so state.

1/ The cost of foreign components is computed on the basis of cost at the
time of delivery to the point of production in an eligible source country.
The cost is not to be calculated on a net basis to reflect an anticipated

rebate or drawback of import duty.
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(3) For spare parts, the componentry rules are applied to
each separate shipment of parts as a whole, not to each individual spare
or replacement part. Parts must be packed in and shipped from an
eligible source country.

3. Nationality Requirements

a. The nationality requirements that suppliers of commodity and
commodity related services must meet are described in Handbook 1, Supp.
B, Chapter 5C1.

b. These requirements apply to suppliers of commodities, whether
or not commodity-related services are included. They do not apply to
suppliers of commodities that are procured through U.S. Government
agencies unless the agency purchases the commodities specifically for
AID. :

c. Suppliers who furnish commodities in connection with services
which are not commodity-related are subject to the nationality
requirements for suppliers of services which are set forth in Handbook
1, Supp. B, Chapter 5D.

4. Shipments from Free Ports and Bonded Warehouses

a. General

Free ports and bonded warehouses are often used in
international trade. Special eligibility tests, as discussed below,
apply to commodities that pass through or are packaged, assembled or
produced in a free port or bonded warehouse.

b. Definitions

(1) "Free ports" are ports or areas within ports in which
vessels can load or unload and where commercial or manufacturing
activities may be carried on without payment of import or export
duties. For the purposes of this section, free trade zones and foreign
trade zones are considered free ports.

(2) "Bonded warehouses" are storage or production areas under
the superV1s1on of Tocal customs authorities. Goods shipped to a bonded
warehouse are not subject to the payment of duty unless brought into the
economy of the country in which the bonded warehouse is located.

c. Commodities Passing Through Bonded Warehouses or Free Ports

(1) AID may finance an otherwise eligible commodity which
merely passes through a free port or bonded warehouse, provided that the
commodity has been shipped from an eligible source country to the free
port or bonded warehouse. *%
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¥ (2) When a commodity is simply packaged or subjected to minor
assembly operations in a free port or bonded warehouse, it retains its
original source, as above. When a transformation in the commodity
occurs, however, the commodity is considered to have been produced in
the country in which the free port or bonded warehouse is located. For
example, if Code 000 is the authorized code and thread manufactured in
the U.S. is shipped to a free port in Belgium, where it is woven into
fishing nets, the fishing nets would be considered of Belgian origin
and, therefore, ineligible for financing.

d. Commodities Produced in Free Ports or Bonded Warehouses

(1) AID may finance an otherwise eligible commodity that is
produced in a bonded warehouse or free port only if the port or
warehouse is located in an authorized source country. For example, when
Code 941 is the authorized code, Austrilian yarn in a raw form which is
thrown and textured in a bonded warehouse in Indonesia would be eligible
for AID financing if the delivered cost of the raw yarn was less than 50
percent of the sales price of the finished yarn. However, if the
operation were performed in a bonded warehouse in Belgium, the processed
yarn would be considered Belgian origin and would be ineligible for AID
financing, regardless of the country from which the raw yarn was
imported.

(2) A determination of what degree of assembly, manufacture,
or processing constitutes production is not always readily apparent.
Consultation with MS/0P/COMS is recommended for guidance in individual
cases.

e. Additional Rules

(1) Shipment: 1In order for a commodity shipped from a free
port or bonded warehouse to be eligible for AID financing, it must not
have been shipped to the free port or bonded warehouse, as well as from
the free port or bonded warehouse, by a transportation medium owned,
operated or under the control of any country not included within AID
Geographic Code 935. Additionally, items must not be shipped from the
free port or bonded warehouse under any ocean or air charter which has
not received prior approval by MS/OP/TRANS.

(2) Eligibility of Delivery Services: When a commodity is
shipped out of a free port or bonded warehouse, ocean transportation
costs for shipment to the free port or bonded warehouse are eligible for
AID financing as follows:

(a) The commodity was shipped on vessels under the flag
registry of a country within the authorized geographic code, if the
commodity was shipped in anticipation of AID financing, or ¥

* Revised
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* (b) The commodity was shipped on vessels under the flag
registry of a contry within Geographic Code 935, if the commodity was
not shipped in anticipation of AID financing.

(3) Payment Documentation: The supplier shall provide the
following additional documentation for commodities shipped from a free
port or bonded warehouse:

(a) a copy of the bill of Tading (bearing a notation of
the freight cost) covering

(b) if such a bill of lading is not available to the
supplier, provide the following information and certify to the accuracy
of the information: the country or area from which the commodities were
shipped to such free port or bonded warehouse; the name and flag of the
vessel which transported the commodities from the source country to the
free port or bonded warehouse; the cost of the freight on such shipment;
and the free port or bonded warehouse to which shipment was made from
the source country; or

(c) 1if commodities have been commingled in the warehouse
in such a way that the shipment out of the warehouse cannot be related
to particular shipments into the warehouse, the supplier shall certify
to the best of its knowledge and belief that a portion of the
commodities was transported to the free port or bonded warehouse as
required by (2)(a) and (b), above, and the quantity for which AID
financing is sought does not exceed that amount.

(4) Maximum Price: For sales through or out of a free port
or bonded warehouse, the purchase price, including transportation costs
to a cooperating country, of a commodity which has passed through a free
port or bonded warehouse shall not exceed:

(a) the maximum price f.o.b. or f.a.s. source country
eligible for AID financing under the price provisions of 201.63 of
Regulation 1 for non-project assistance and the paragraph 3 of the
Project Supplier’s Certificate, form AID 1450-4, for project assistance;
and

(b) transportation cost calculated on the basis of the
prevailing ocean freight rate for shipments using the most direct route
from the source country to the cooperating country on the type and flag
of vessel on which the commodity actually moved from the free port or
bonded warehouse to the cooperating country; and

(¢) In no case shall the purchase price of a commodity
f.o.b. or f.a.s. a free port or bonded warehouse exceed the maximum c. &
f. price as established above, minus transportation costs from the free
port or bonded warehouse to the cooperating country, calculated on the
basis of the prevailing ocean freight rate from the free port or bonded
warehouse to the cooperating country for the type and flag of vessel on
which the commodity actually moved between those points. *

oJ¢ Revised
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® f. Applicability of the Carqo Preference Act of 1954

The Cargo Preference Act of 1954 applies to shipments from
free ports and bonded warehouses. It does not apply, however, to
shipments into a free port or bonded warehouse unless, at the time of
such shipment, the commodity is moved in anticipation of AID financing. ('

5. U.S. Treasury Department Foreign Assets, Sanctions, Transactions
and Funds Control Requlations

It is AID policy not to finance or participate in any transaction
prohibited by U.S. Treasury Department Foreign Assets, Sanctions,
Transactions and Funds Control Regulations, published in 31 CFR Parts
500-599. Standard AID source requirements preclude such financing. AID
relies on its monitoring procedures to avoid transactions when they are
prohibited under these regulations. (See policies and rules in Handbook
1, Supp. B, Chapter 6B and AID Regulation 1, 201.11(g).)

“

6. Waivers

a. Waiver Criteria

(1) Procurement of AID-financed commodities from sources
inconsistent with the authorizing document may not be undertaken unless
a waiver has been issued. Waivers of geographic source requirements may
be necessary at times and can be authorized in accordance with the
criteria in Handbook 1, Supp. B, Chapter 5B4 and the additional criteria
for motor vehicles, pharmaceuticals, agricultural commodities and
fertilizer in Handbook 1, Supp. B, Chapter 4C. A waiver is not required
for any individual transaction whose value does not exceed $5,000,
exclusive of transportation costs.

N

b. Special Considerations

(1) A11 non-U.S. purchases whether from sources authorized in
the implementing document or sources specified in a waiver will be made
in accordance with AID’s normal procurement policies including price
limitations and the requirement to pay no more than the lowest available
competitive price. Included in the price Timitation is the requirement
that the delivered price to the recipient country be Tower than the
delivered price from the United States in comparable sales considering
quantity, quality, grade, period of delivery, supply area, terms of
sale, and class of purchaser.

NS

(2) Waivers issued for procurement outside the country(ies)
authorized in the implementing document are to expand the procurement
source only to the extent necessary. (Note: Individual waivers do not
normally indicate the code of any specific country except when approving
local currency procurement.) The preference is to waive to Code 941,
and only if that is not sufficient should a Code 899 waiver be granted.

.
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C. Waiver Authority

Authority to issue waivers of geographic source policy in the
procurement of commodities is exercised under the rules set forth in
Handbook 1, Supp. B, Chapter 5B4c which include directions for
clearance, reporting and control of waivers. Waiver authorities for the
additional requirements for motor vehicles, pharmaceuticals,
agricultural commodities and fertilizer are set forth Handbook 1, Supp.
B, Chapter 4C.

d. Preparation of Waivers

Waiver requests submitted to the Administrator or Deputy
Administrator are prepared by the appropriate Bureau. (See Appendix 2B
for sample format.) In addition to the required concurrences, each
waiver request is to contain the following:

(1) A statement of the authorized source of procurement and
the proposed sources from which procurement probably will be made if the
waiver is granted;

(2) The identifying number or title of the authorizing
document, project or program which specifies the authorized source of
procurement;

(3) A description of the commodities involved including their
approximate dollar value, and type of funding;

(4) The information upon which a waiver determination can be
made, based on one of the appropriate criteria, including in the case of
surplus agricultural commodities, why it would be impractical to effect
such procurement in the United States;

(5) Certification as required (See Handbook 1, Supp. B,
Chapter 5B4b).

Establishing Commodity Eliqibility

1. Introduction

This section covers the eligibility of commodities based on their
appropriateness for AID financing in both project and non-project
assistance. It is AID policy to finance only those commodities which it
has determined are eligible in terms of general and specific program
objectives. AID wants to assure that the commodities it finances make a
positive contribution to development, so it has established broad
lTimitations on the categories of commodities that are eligible for
financing. Thus, there are restrictions on the financing of luxury
goods, unsafe or ineffective products, used equipment, etc. AID uses
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the U.S. Department of Commerce Schedule B numbers (ten-digit codes used
for reporting exports from the United States) as a means of classifying
commodities in order to define commodity eligibility and applicability
of special provisions and to record commodity transactions. A specific
Schedule B number and commodity description should be stated in
documents submitted to AID for payment.

2. Commodity Eliqgibility Listing

The AID Commodity Eligibility Listing (see Appendix B) uses
Schedule B numbers to indicate the eligibility of commodities for AID
financing. In Part I of the Listing, groups of Schedule B numbers with
short commodity descriptions are designated as eligible, eligible with
specified limitations, or ineligible; Part Il provides guidance on the
additional considerations and conditions applicable to certain
commodities, and Part III specifies certificates that are required to
support eligibility for some commodities and gives detailed technical
definitions of eligibility standards for some commodities. This Listing
is designed so that it may be incorporated in assistance agreements as
appropriate. Because this listing also provides information on
eligibility criteria for commodities and special provisions applicable
to AID financing, it is a handy reference guide for suppliers,
importers, and banks. Certain commodities are restricted or ineligible
because of statutory and administrative determinations. Restricted
commodities and those ineligible commodities for which waivers may be
granted require special consideration before AID financing will be
authorized. These commodities are discussed in Handbook 1, Supp. B,
Chapter 4C.

3. Source of Commodity Import Program Procedures

a. Commodity Import Program assistance agreements will normally
authorize AID financing of those commodities identified as being
eligible in the AID Commodity Eligibility Listing, although commodity
eligibility may be limited to certain commodity categories specified in
the agreement or implementing documents. However, under Commodity
Import Program assistance agreements, AID reserves the right, upon
review of the supplier’s Application for Approval of Commmodity
Eligibility, form AID 11, (see Appendix 2C), to decline to finance any
commodity when, in its judgment, such financing would adversely affect
AID or foreign policy objectives of the United States or could
jeopardize the safety or health of people in the importing country.

b. The requirement that AID approve the eligibility and
suitability of commodities prior to financing them derives from Section
604(f) of the Foreign Assistance Act (FAA) as amended, which reads as
follows:
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"No funds authorized to be made available to carry out Part I of
this Act shall be used under any commodity import program to make
payment to a supplier unless the supplier has certified to the
agency primarily responsible for administering such Part I, such
information as agency shall by regulation prescribe, including but
not limited to, a description of the commodity supplied by him/her
and its condition, and on the basis of such information such agency
shall have approved such commodity as eligible and suitable for
financing under this Act."

c. The usual method of implementing Section 604(f) involves use
of the form AID 11, Application for Approval of Commodity Eligibility
(Appendix 2C). Section 201.11(k) of AID Regulation 1 (Appendix A)
incorporates the statutory requirement for an AID determination of the
eligibility of commodities before financing. Section 201.52(a)(8) of
AID Regulation 1 requires that a supplier provide a form AID 11,
countersigned by AID, as one of the documents needed to obtain payment
for an AID-financed transaction.

4, Commodity Eliqibility Approval Under Commodity Import Programs

a. Procedures

(1) The supplier of a proposed AID-financed transaction
submits a form AID 11, to AID/W, the Office of Procurement
(MS/0P/COMS). This is usually done after the supplier has received a
letter of credit or direct Letter of Commitment, but before shipment of
the commodity. If the supplier does not have a letter of credit, it
must present other evidence that it has a firm contract to furnish the
commodity for which it seeks AID approval. The form AID 11 provides
space for the commodity description, including the Schedule B ten-digit
code, commodity condition, source, componentry, and other data pertinent
to the review of the Application and required for certain statistical
purposes.

(2) A form AID 11 will be approved if the commodity is
eligible under the implementing document and if the commodity meets the
eligibility criteria established in the AID Commodity Eligibility
Listing.

(3) One of the criteria for commodity eligibility is that the
purchase price of the commodity satisfies the price rules set forth in
Subpart G of AID Regulation 1. A determination that the price criteria
are met need not be made at the time the form AID 11 is acted upon. AID
always has the right of post-audit under the terms of the Supplier’s
Certificate and Ag¥eement with the Agency for International Development
(form AID 282, Appendix 2D) which the supplier executes at the time of
payment. However, where it is apparent that the price shown on the form
AID 11 does not meet the requirements of Subpart G of AID Regulation 1,
the form AID 11 will not be approved in order to avoid probable refund
action or litigation subsequent to financing.
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(4) The procedure for approval of commodity eligibility is
also used to monitor the eligibility of suppliers. Eligibility status
of the supplier is determined by reference to the List of Parties
Excluded from Federal Procurement or Nonprocurement Programs. (See
Chapter 12.)

b. Commodity Eligibility Under Direct Reimbursement Procedure

When AID finances commodities by reimbursing the cooperating
country for eligible transactions initially financed with the B/G’s own
foreign exchange, the use of the form AID 11 may not be required, since
MS/0P/COMS analysts have an opportunity to check all aspects of the
eligibility of the transaction before it is approved for AID financing.
The analysts also have available at that time a supplier’s certificate
in which the supplier certifies as to the description and condition of
the commodity.

5. Determination of Commodity Eligibility Under Project Assistance

Under project assistance, the selection of commodities to be
authorized for financing is made during the project’s formulation.
Commodities which are normally ineligible may be authorized for
financing if included by AID in the project approval document.
(Commodities ineligible under 2C6 below are subject to the provisions in
the applicable Sections of Handbook 1, Supp. B.) Such commodities
should be Tisted in the project agreement or implementing document
together with any special instructions or provisions that may be
required under AID commodity eligibility policies. Subsequently, a
normally ineligible commodity may be made eligible by a determination of
the Geographic Bureau or the responsible field office that such a
commodity is required for the completion of the project. Commodities
which are normally eligible may be excluded from AID financing; e.g.,
commodities obtainable with local currency or from other donors.

Project agreements, contracts, or institutional grants which do not
specify eligible commodities should include a reference to the AID
Commodity Eligibility Listing and require prior AID approval for the
financing of normally ineligible commodities.

6. Ineliqgible Commodities

AID financing of commodities falling within the following
categories are normally prohibited. (See Handbook 1, Supp. B, Chapter
4D):
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a. Military Equipment;

b. Surveillance Equipment;

c. Abortion Equipment and Services;

d. Unsafe or ineffective products such as certain pesticides,
food products, pharmaceuticals, hazardous chemicals, or other unsafe or
ineffective products;

e. Luxury goods;

f. Goods in support of police and other law enforcement
activities; and

g. Weather modification equipment.

7. Restricted Eligibility for Certain Commodities

Proposed AID-financed procurements of agricultural commodities,
motor vehicles, fertilizer, pesticides, rubber compounding chemicals and
plasticizers, pharmaceuticals and used equipment are subject to the
restricted eligibility requirements described in Handbook 1, Supp. B.,
Chapter 4C, under both project and non-project assistance.

8. Other Eliqibility Requirements - Special Provisions

Certain other commodities must meet special requirements to be
eligible, such as the submission by the supplier of documents which
attest to results of analyses, inspections, and/or Compliance with
quality requirements. These special provisions are set forth in the AID
Commodity Eligibility Listing, Appendix B, Part III. The special
provisions are prescribed when AID negotiates assistance agreements and
are incorporated as requirements in implementing documents and letters
of credit along with other supplier obligations. In addition to those
provisions which are in the Commodity Eligibility Listing, AID may
require more specialized or additional provisions when necessary to
protect the integrity of commodity assistance programs in certain
countries or under certain agreements.

9. | Commodity Price Requirements

The price requirements for commodities and commodity-related
services are described in Handbook 1, Supplement B, Chapter 17. The
price provisions of AID Regulation 1 are applicable to nonproject
assistance procurements and any other procurements for which the
supplier is require to execute a form AID 282. For project procurement,
the applicable price provisions are established by the Supplier’s
Certificate and Agreement with AID for Project Commodities, AID 1450-4
(Appendix 2D).
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10. Responsibilities

a. The Geographic Bureau is responsible for incorporating into
agreements and implementation letters the language, procedures, and
references to other documents necessary to assure that only those
commodities intended to be eligible for AID financing under particular
loan/grant are authorized for procurement.

b. The Geographic Bureau is also responsible for incorporating
into nonproject assistance agreements a provision reserving to AID the
right to decline financing of any normally eligible commodity or
commodity-related service when, in its judgement, such financing would
adversely affect AID or U.S.-foreign policy objectives or could
jeopardize the safety or health of people in the importing country.
Such right will be exercised no later than commodity prevalidation by
AID/W (form AID 11 approval) or, if payment is to be made by AID
directly and prevalidation is not required, at such a time as AID is
requested to pay the supplier or reimburse the borrower/grantee for
proposed AID-financed transactions. This right should be incorporated
into agreements and implementation letters and the language should be
cleared in draft by AID legal counsel.

c. The Assistant Administrator for the Geographic Bureau, his/her
designee or the principal officer in the field responsible for the
program determines whether a normally ineligible commodity should be
authorized for AID financing, or whether AID financing should be denied
for a specific commodity that is normally eligible. Derterminations on
financing normally ineligible items are made in accordance with
paragraph 4Alc of Handbook 1, Supplement B.

d. The Office of Procurement develops and interprets AID
commodity eligibility criteria, assists Bureaus and USAID’s in planning
and negotiating programs having a significant commodity element,
provides advice on the availability and suitability of commodities, and
reviews the eligibility and suitability of specific commodities proposed
for AID financing. Geographic Bureaus may advise MS/OP as to the
eligibility and suitability of commodities in specific instances,
consulting AID Missions and/or cooperating country governments as
appropriate.

e. MS/0P/COMS reviews form AID 11’s submitted by suppliers and,
upon determination that the commodity is "eligible and suitable,"
approves the form AID 11. If MS/O0P/COMS questions the eligibility or
suitability of a commodity, MS/OP/COMS may consult with the Geographic
Bureau before rejecting the transaction.
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f. USAIDs are responsible for informing the cooperating
government of AID’s commodity eligibility requirements and providing
such other guidance relative to commodity eligibility as may be
appropriate.

g. Borrower/Grantees are responsible for informing institutions
and importers in the cooperating country of AID’s commod1ty eligibility
requirements and of their own responsibilities.

Establishing Eliqibility of Delivery Services

1. Introduction

This section outlines AID’s policies and procedures concerning the
eligibility for financing of delivery services connected with
commodities which AID finances. Chapter 7 of Handbook 1, Supp. B,
discusses policies more comprehensively. Cargo preference requirements,
which may also affect the eligibility of transportat1on costs, are
discussed in Chapter 7 of Handbook 15 and in Chapter 10 of Handbook 1,
Supp. B.

2. Definition

Delivery services means any service customarily performed in a
commercial export transaction which is necessary to effect a physical
transfer of commodities to the cooperating country. Examples of such
services are export packing, local drayage in the source country
(including waiting time at the dock), ocean and other freight, loading,
heavy 1ift, wharfage, tollage, switching, dumping and trimming,
lighterage, insurance, commodity inspection services, and services of a
freight forwarder. Work and materials necessary to meet AID marking
requirements are also included.

3. Flaq Eliqibility - Ocean Transportation

a. Policy

(1) The eligibility of ocean transportation services is
determined by the flag registry of the vessel.

(2) AID will normally authorize financing of ocean
transportation cost as follows:

(a) When the authorized source for procurement is Code
000 (U.S.), AID will finance ocean transportation only on U.S. flag
vessels.
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(b) When the authorized source for procurement is Code
941 (Selected Free World), AID will finance ocean transportation on
vessels under flag registry of the United States, other countries in
Code 941, and the cooperating country.

(c) When commodities whose eligibility is restricted to
the U.S. source are purchased under agreements which would normally
authorize Code 941 procurement of commodities, AID will finance the
ocean transportation in accordance with paragraph (b) above.

N (d) When shipment is made under a through bill of Tading
issued by an eligible flag carrier AID will finance costs incurred on
vessels under flag registry of any free world country if the costs are
part of the total cost paid to the eligible flag carrier.

(e) When necessary to assure adequate competition and
competitive pricing for the shipment of bulk commoditiesl/, AID will
authorize financing of ocean transportation on vessels under flag
registry of countries included in Code 941 and the cooperating country
or on vessels under flag registry of countries included in Code 935
(Special Free World). Such expanded authorization would allow the
financing of ocean transportation on Code 941 or Code 935 vessels, other
than U.S. flag vessels, only to the extent that U.S. flag vessels

5 originally authorized are not available to carry the commodities for
which transportation is solicited. The Office of Procurement (MS/OP)
determines when it is necessary to authorize financing in accordance
with this paragraph.

(3) In cases where the United States owns excess local
currency, AID, to the maximum extent possible, shall use the excess
local currency rather than U.S. dollars to finance freight on vessels
under flag registry of the cooperating country.

b. Waiver Criteria

If not previously authorized under paragraph 2D3a(2) of this
\ chapter, waivers to expand the flag eligibility requirements to allow
J use of vessels under flag registry of the cooperating country, Code 941
(Selected Free World), Code 899 (Free World), or Code 935 (Special Free
World) countries may be authorized by MS/OP when:

(1) It is necessary to assure adequate competition in the
shipping market in order to obtain competitive pricing, particularly in
the case of bulk cargoes and large cargoes carried by liners, subject to
U.S. flag restriction contained in paragraph 2D3a(2)(e) of this chapter.

1/ For purposes of this Section, a bulk commodity is any commodity to be
> financed in sufficient quantity to warrant the use of chartered shipping for
delivery.
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(2) Eligible vessels can provide liner service for
commodities that cannot be containerized only by transshipment, and
vessels under flag registry of countries to be authorized by the waiver
provide the required service without transshipment;

(3) Eligible vessels are not available, and cargo is ready
and available for shipment, provided it is reasonably evident that
delaying shipment would increase costs or significantly delay receipt of
the cargo;

(4) Eligible vessels are found unsuitable for loading,
carriage, or unloading methods required, or for the available port
handling facilities;

(5) Eligible vessels do not provide liner service from the
shipment’s geographic source to the destination country;

(6) Eligible vessels do not provide liner service between the
particular port of loading/discharge stated in the procurement’s
delivery terms, provided the particular port is named in a manner
consistent with normal trade practices; or

(7) Eligible vessels decline to accept an offered consignment.

C. Waiver Authority

(1) Waivers may be granted by the Office of Procurement
(MS/0P), acting in consultation with the concerned Geographic Bureau.

(2) Officials in the field who have authority to waive source
requirements for commodities also have a limited amount of authority to
waive flag eligibility requirements. They may waive only for shipment
of commodities for which the official has approved a commodity source
waiver and for which the cost of shipment does not exceed 25 percent of
the official’s authority to waive commodity source requirements. A copy
of each transportation waiver approved should be sent to the
Transportation Division of MS/OP (MS/OP/TRANS).

d. Certification

Each waiver to Code 899 or Code 935 shall contain a
certification by the approving official that "The interests of the
United States are best served by permitting financing of transportation
services on ocean vessels under flag registry of free world countries
other than the cooperating country and countries included in Code 941."
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4, Air Transportation

a. Eligible Carriers

(1) The eligibility of air transportation is determined by
the flag registry of the aircraft. The term "U.S. flag air carrier"
means one of a class of air carriers holding a certificate of public
convenience and necessity issued by the Civil Aeronautics Board,
approved by the President, authorizing operations between the United
States and/or its territories and one or more foreign countries.

(2) Grant-Financed Transactions

A U.S. Government statute requires the use of U.S. flag
air carriers for all AID grant-financed international air travel and
transportation unless such service is not available. Criteria for
determining availability are set out in this Chapter. When U.S. flag
air carriers are not available, any Code 935 flag air carrier may be
used.

(3) Loan-Financed Transactions

(a) There is no statutory requirement for use of U.S.
flag air carriers under loan-financed transactions.

(b) When the authorized source under a loan is Code 000,
AID’s policy on financing air transportation is the same as under
grant-financed transactions.

(c) When the authorized source under a loan is Code 941,
AID policy requires use of cooperating country flag air carriers, U.S.
flag air carriers, or other Code 941 flag air carriers for international
air travel and transportation to the extent they are available in
accordance with the criteria in paragraph 2D4b below. If the supplier
certifies that authorized carriers are unavailable, any Code 935 flag
air carriers may be used.

b. Unavailability of Air Carriers Eligible Source

(1) Criteria for determining when U.S. flag air carriers are
unavailable were established in the Comptroller General’s memorandum
(B-138942), dated March 31, 1981, entitled "Revised Guidelines for
Implementation of the Fly America Act." It is AID’s policy to use these
criteria also for determining when cooperating country or Code 941 flag
air carriers are unavailable. The criteria are set forth in the Federal
Acquisition Requlation, Section 47.403, Handbook 14. Among other
things, the memorandum provides that:
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(a) Use of foreign air carrier service may be deemed
necessary if a U.S. air carrier otherwise available cannot provide the
foreign air transportation needed or if use of such service will not
accomplish the agency’s mission.

(b) U.S. air carrier service is considered available
even through:

1 comparable or a different kind of service can
be provided at less cost by a foreign air carrier;

2 Foreign air carrier service is preferred by or
is more convenient for the agency or traveler;

3 service by a foreign air carrier can be paid
for in excess foreign currency, unless U.S. air carriers decline to
accept excess or near excess foreign currencies for transportation
payable only out of such monies.

(2) The other criteria in the Comptroller General’s
memorandum related to passenger travel. The memorandum does not
establish specific criteria for determining when freight service is
unavailable. AID has determined that freight service by an eligible
flag air carrier will be considered unavailable when:

(a) The total weight of the consignment exceeds the
maximum weight per shipment which an eligible flag air carrier will
accept and transport as a single shipment, and another flag air carrier
will accept and transport the entire consignment as a single shipment.

(b) The dimensions (length, width, or height) of one or
more of the items of a consignment exceed the limitation of the eligible
flag aircraft’s cargo door openings, but do not exceed the acceptable
dimensions for shipment on another available flag scheduled air carrier.

(c) Use of an eligible flag air carrier would result in
delivery to final destination at least 7 days later than delivery by
means of another flag air carrier.

(d) No eligible flag air carrier provides scheduled air
freight service from the airport serving the shipment’s point of origin
and another flag air carrier does.

(e) The eligible flag air carrier(s) serving the
shipment’s point of origin decline to issue a through airway bill for
transportation to the shipment’s final destination airport and another
flag air carrier will.
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C. Certification of Unavailability

Suppliers, contractors, or grantees who claim payment for use
of a non-U.S. flag air carrier (or when Code 941 procurement is
authorized under a loan, for use of air carriers other than cooperating
country or Code 941 flag carriers) must certify in writing with the claim
for payment that United States and other authorized flag air carriers
were unavailable. The preferences for use of U.S. flag air carriers and
for use of U.S., other Code 941 countries, or cooperating country flag
air carriers are not subject to waiver.

5. Charters
a. Policy

AID will not finance the cost of any ocean or air charter,
covering full or part cargo, where the charter has not received the prior
approval of AID/Washington. Commodities are made ineligible for AID
financing if shipped under any ocean or air charter which has not
received prior approval of AID/Washington.

b. Procedures

Charterers contact MS/OP/TRANS, usually by telephone or
telegram, and provide essential information concerning the proposed
charter, including name of vessel or air carrier, flag, commodity, time
of shipment, rate, and demurrage and despatch provisions. MS/0P/TRANS
determines whether the proposed charter is eligible for AID financing,
the rate is fair and reasonable, and the proposed charter conforms to
cargo preference requirements. MS/OP/TRANS provides telephone or
telegram approval of the charter, subject to subsequent receipt of a copy
of the charter, signed by both parties. A copy of the approved charter
is required as part of the payment documentation submitted to AID by the
supplier.

C. Waivers

The policy requiring AID approval of charters cannot be
waived. When there is compelling justification, MS/OP/TRANS may approve
a charter after shipment.

6. General Transportation

a. Ocean freight charges may not exceed the established rate,
if any, for comparable shipments on file at the Federal Maritime
Commission of the United States. The price for all delivery services,
including ocean freight, may not exceed the prevailing price or the price
paid by the supplier under similar circumstances by other customers.
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b. It is USAID'’s policy not to finance inland transportation
beyond the point of entry in the cooperating country except when
intermodal transportation services covering the carriage of cargo from
point of origin to destination is used and a through bill of landing is
used.

c. The general policy that USAID does not finance delivery costs
beyond the point of entry in the Cooperating Country may be waived by
Mission Directors or other Principal USAID Officers for activities
managed in the field, or by Assistant Administrators (or their Delegees)
for activities managed from USAID/Washington when this policy is clearly
inconsistent with the best interests of the program or project. Among
the considerations that may be cited in granting such a waiver are: an
offset in the host country contribution to the project, inability of the
host country entity to budget for inland freight, and enhanced security
and timeliness of delivery. Care should be taken to ensure that prices
paid by shippers for inland freight are equivalent to those available
when these services are procured locally.

d. Dead freight and demurrage are not normally financed by
USAID. See Handbook 1, Supplement B, Chapter 7 for a more complete
discussion.

7. Responsibility

a. M/OP is responsible for administering USAID policies and
procedures with respect to delivery services.

b. Geographic Bureaus are responsible for assuring that
assistance agreements reflect USAID’s policies on the financing of
delivery services. Particular attention should be given by the
Geographic Bureaus to the policies as to the eligibility of ocean
transportation services. They are alternative, depending on the
specified circumstances. Failure on the part of the Geographic Bureau
to apply the policies of this chapter in establishing the eligibility of
transportation costs in authorizations and agreements can seriously
impair the timely procurement of commodities.

1.  Policy
a.  Definition
Incidental services means the installation or erection of
USAID-financed equipment or the training of personnel in the maintenance,

operation and use of such equipment. Incidental services are, together
with delivery services, considered as commodity-related services.

:k.REVISED
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b. Eligibility

(1) Incidental services under both project and nonproject
assistance may be financed under the same implementing document which
makes funds available for the procurement of equipment if such services
are specified in the purchase contract relating to the equipment. To be
eligible, the price must not exceed the prevailing price, if any, for the
same or similar services, or the price paid to the supplier under similar
circumstances by other customers (see Section 201.68, AID Regulation 1
and paragraph 3(c) of the Project Supplier’s Certificate, form 1450-4).
Under non-project assistance, the portion of the total purchase contract
price attributable to such services must not exceed 25 percent of the
total purchase contract.

(2) AID’s nationality requirements do not apply to
suppliers of incidental services, except that such suppliers must be
citizens or legal residents of Code 935 countries.

(3) When incidental services are to be furnished in
connection with equipment procured for a project and the cost of the
services exceed 25 percent of the commodity price, consideration should
be given to treating the services as a separate procurement subject to
AID’s usual procedures for procurement of services set forth in Chapter
12 of Handbook 1, Supp. B.

2. Waivers

a. The Regional and Central Bureaus are responsible for
administering the requirements and making determinations concerning
incidental services for projects in their area.

b. The Office of Procurement is responsible for administering
requirements and making any necessary waivers or determinations affecting
eligibility of incidental services under nonproject assistance.
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APPENDIX 2A
COMPONENTRY RULINGS

A. Imported Components Exempted from the AID Componentry Limitation When
Used by U.S. Manutracturers
For the commodities designated below, the cost of the following imported
component materials is not included within the 50 percent componentry
limitation when such component materials are imported into the United
States for use in the manufacture of the specific commodities against
which they are listed.

Exempted Imported

Component Materials Commodities

1. Iron and Steel Mill Products. 1. Foreign Ores and concentrates,
metallic tin, lead, nickel, and
copper when used to produce iron
and steel mill products.

2. Refined Cooper. 2. Foreign Copper Ores, copper
concentrates, black copper, and
blister copper.

3. H. T. Lead Sulfate, 3. Lead.

4, Paraffin Waxes. 4, Crude 0ils.

5. Nickel Chemicals 5. Nickel.

Nickel and Nickel Alloy Products
Nickel or Nickel-Base Alloy Electrodes.

6.
7.

B.

High Alumina Refractories. 6. Bauxite.

Motor Vehicle Parts. 7. Basic Materials (copper, tin,
steel, cork, asbestos, etc.)

Ruling Applicable to Commodities that are Not Subject to Componentry
Percentage Limitations

AID requires that the commodities listed below must be wholly
manufactured within the area of source specified in the authorization
document. The term "manufactured" means all processes necessary to
produce the finished product. The foreign componentry percentage
limitation is waived as long as the above requirement is met.
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Commodities Included in "Manufacture"
1. Textile Fabrics (Ruling does 1. A1l steps required in
not apply to yarns, thread and the manufacture of the
man-made textile fibers). finished product, including

spinning, weaving, felting,
knitting, and finishing, as

applicable.
2. Diamond Drill Bits, Wheels and 2. Al1 processes
Tools normally containing necessary to produce the
industrial diamond or bortz basic bit, wheel or tool,
cutting edges. including the setting of

industrial diamonds or bortz
cutting edges.

3. Photographic and cinematographic 3. A1l steps in the
supplies. manufacture of the finished
product.

C. Special Rule for Hydraulic Turbines

Product engineering services associated with the design, testing,
fabrication and installation of hydraulic turbines are relevant
computable items within the componentry limitation rule. In the
procurement of hydraulic turbines:

1. Bids for turbines shall be taken separately from all other
equipment. Turbines shall not be bid with generators as one package. A
request for a waiver of this requirement may be submitted to AID/W by
the borrower/grantee (appropriate Geographic Bureau). Requests shall be
in writing and shall inc?ude a detailed justification for the combined
procurement.

2. The bidder shall submit (preferably with his/her bid documents) for
review and approval by the borrower/grantee or his/her agent, the ‘

following information, detailing separately by source (a) U.S., (b) Code
941 exclusive of U.S., (c) cooperating country, and (d) other. This
information shall be evidenced by copies of binding subcontracts or

other equivalent documentation and shall include --

(a) A clear description and a detailed account of all product
engineering services performed or to be performed as part of the turbine
sale. ~

(b) An estimate, based on the total bid price for the hydraulic
turbine, reflecting -
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(1) The percentage of price attributable to expenditures

relating to such product engineering services from other than the
authorized source, and

(2) The total percentage of price attributable to the sum of
all component costs from other than the authorized source. (Include
material as well as engineering service componentry.)

Special Rule for Chloroquine Tablets

The foreign componentry limitation is raised from 50 percent to 60
percent for chloroquine tablets.

Special Rule for Propoxur Pesticide

The foreign componentry limitation is raised from 50 percent to 60
percent for propoxur pesticide.
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APPENDIX 2B

FORMAT AND SAMPLE PROCUREMENT SOURCE WAIVER
DRAFTED:

INITIALED:

WAIVER CONTROL NO.

ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR FOR AFRICA
FROM

Problem: Request for Procurement source waiver from Geographic Code 000 (U.S.
onTy), to Geographic Code 899 (Free World).

(a) Cooperating Country: Zaire

(b) Authorizing Document: Loan 660-L-000

(c) Project: Community Development

(d) Nature of Funding: Development Loan [X], other []

(e) Description of Goods: Pegson and Johnson gasoline-
powered hand compactors

(f) Approximate Value: $150,000
(g) Probable Source: United Kingdom
(h) Source Waivers Granted for Commodity Procurement:

Discussion: USAID/Zaire has stated that the above equipment is an "important
part of machinery procurement for the above project." The Mission having
consulted with M/SER/OP advised that there are no comparable American hand
compactors. The British-made Pegson and Johnson super rammer is widely used
in the cooperating country, has simple design and a minimum of moving parts.
Additionally, private dealers in the cooperating country can provide spare
parts and service facilities for the British-manufactured equipment.

Primary Justification: The subject equipment is essential to this
AID-financed project, is not available from the authorized source, and
non-AID, foreign exchange is not available for the purpose. Under these
circumstances, the waiver is justified under the criteria set forth in
Handbook 1, Supp. B, Chapter 5B4a(2). Waivers for individual transactions may
be authorized by the Assistant Administrator if the total value of the
procurement does not exceed $5 million.
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Recommendation: For the above reasons, I conclude that **exclusion of
procurement from the sources requested above, would seriously impede
attainment of U.S. foreign policy objectives and the objectives of the
foreign assistance program, and I recommend that you certify by approving
this request for waiver.

** NOTE: The determination evidence by the phrase "exclusion of...
assistance program" is required when waiver is to Code 899, The
determination required with waivers to other codes is:
"procurement from the sources requested above is necessary to the
attainment of U.S. foreign policy objectives or objectives of the
foreign assistance program...".

APPROVED:

DISAPPROVED:

DATE:

Attachments:

Clearances:




®

APPENDIX 2C
(TM 15:101)

OMB No. 0412-0004
. \ Expiration Date: 5/31/93

APPLICATION FOR APPROVAL OF COMMODITY ELIGIBILITYH Transaction Mo. (Assigned by 4.1.0-]

TRANSACTION IDENTIFICATION

1. AID No. 2. Payment Terms
Letter of Credit Name and Address of U.S. Bank Other Payment Terms
No. Date
3. Import License 4. Supplier’'s Relationship to Authorized Source Country
No. Date |:| Corporation or Partner— Individual: Citizen or D Controlled Foreign D Other
ship Organized under Permanent Resident Corporation
Source Country Laws of Source Country

5. Supplier’'s Name and Address

[ ]

6. Importer's Name and Address

L _

7. Contract 8. Shipping Plans at Time of Application
Total Amount Date a. Partial Shipment b. Loading Port c. Destination Port d. Month(s) of Shipment
] No [] Yes
$

COMMODITY IDENTIFICATION

9. Schedule B 10-Digit Code(s) 10. Commodity Description, Quantity, Size 11. Unit and Unit Price,
FAS/FOB Vessel
(Named Fort of Loading)
(a)
(b)
(c)
(d)
(e)
12. Commodity Condition: D New and Unused |:| Other
D Used - Not Rebuilt or Reconditioned
[ ] Rebuilt
|:] Reconditioned
13. Source 14. Components
a. Authorized Area | b. Shipped From ¢. Produced In a. From Other than | b. If 14.ais “Yes", c. Cost Per Unit of
13.a Source Country Imported From | 14.b Components
D Yes |:] No

AID 11 (6-90)
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15. Remarks and Additional Information

16. SUPPLIER'S CERTIFICATIONS

As a condition for securing a determination of commodity eligibility
for funds made available by the United States under the Foreign
Assistance Act of 1961, as amended, in payment In whole or in part
In the transactlon described and for the commodity identified on this
form, the undersigned, acting on behalf of the supplier whose name
appears In block 5 above and authorized to bind the supplier, agrees
with and certifies to A.l.D. as follows:

1. The supplier has contracted with the Importer named In
block 6 for the purchase of the commodity described on this form,
and the supplier has either attached to this form a copy of such
contract or has furnished in block 2 information concerning a letter
of credit confirmed or advised in its favor under a payment obligation
assumed by the Importer In the contract.

2. The supplier has filled in the applicable portions of this form
and certifies to the correctness of the information shown herein.

3. The supplier agrees that the commodity will be shipped and
Invoiced In accordance with the information shown herein; that if any
change In commodity identification takes place after A.l.D. has
approved this transaction, the supplier will resubmit this form to
A.l.D. for review and further approval for financing in light of the
changed commodity; and that this Commodity Approval Application
which the supplier proposes to use as a basis for securing payment
from A.1.D. funds, is In every respect the original or true copy of the
original applicatlon approved by A.l.D. The supplier acknowledges
that any commodity, other than a commodity described on this form
by the supplier and approved by A.1.D. below, Is Ineligible for A.l.D.
financing with respect to the purchase transaction for which this
form must be submitted as a condition for payment.

4. The supplier certifies that it Is an individual citizen or lawfully
admitted permanent resident of a country included in the authorized

source code; a corporation or partnership organized under the laws
of a country included in the authorized source code and with a place
of business in such country; or a controlled forelgn corporation
(within the meaning of § 957 et seq. of the Internal Revenue Code)
as attested by current information on file with the Internal Revenue
Service of the United States (on IRS Form 959, 2952, 3646, or any
substltute or successor forms) submitted by shareholders of the
corporation, or a Joint venture or unincorporated assoclation con-
sisting entirely of individuals, corporations or partnerships which fit
any of the foregoing categories. If the supplier is a controlled
foreign corporation without a regular place of business in the United
States, the supplier appoints any shareholder or officer thereof
agent for the supplier to receive service of process In the United
States In connection with any dispute arising between the supplier
and A.l.D. and relating to the commodity sale financed by A.I.D.

5. The supplier has not, at the time of submission of this
application, been debarred or suspended by A.1.D. or placed on the
“Lists of Parties Excluded from Federal Procurement or Non-
procurement Programs,” published by the General Services Admini-
stration, or the Treasury Department’s “Consolidated List of Desig-
nated Nationals” and thereby rendered ineligible to receive A.l.D.
funds. To the best of its knowledge upon reasonable investigation,
the supplier has not acquired, nor will it acquire, for resale under
A.1.D. financing the goods described on this form from any supplier
included on the “Lists of Parties Excluded from Federal Procure-
ment or Nonprocurement Programs,” or included on the Treasury
“Consolidated List of Designated Nationals” or from any affiliate of
such a person.

6. The supplier acknowledges that this application, when ap-
proved, is not valid for shipments having a delivery date on or after
the expiration date shown below.

Typed or Printed Name and Title

Signature of Authorized Representative of Supplier Date

17. A.l.D. APPROVAL

By the signature and seal which appear below, A.l.D. has
given limited approval to the sale described on this form. This
approval s limited strictly to a determination that the commodity
which the supplier has described is of a description, condition, and
source eligible for A.1.D. financing. This approval and determination
of commodity eligibility do not represent an approval of the purchase
price and do not in any way preclude an A.l.D. refund claim based

EXPIRATION DATE

upon a detailed post-audit of the transactlon in accordance with the
provisions of A.l.D. Regulation 1 (22 CFR Part 201). A.l.D.
expressly reserves such rights as it may have under that Regulation
and under such other A.l.D. forms as the supplier may be required
to submit by the terms of financing documents and by the terms of
Regulation 1.

APPROVED FOR A.l.D.

Authorized signature

Date

18. CERTIFICATE FOR PARTIAL SHIPMENT

| hereby certify that the partial shipment for which payment is being requested from A.l.D. funds Is being made under the contract by the

original validated form AID 11 of which this is a true copy.

Typed or Printed Name and Title

Signature of Authorized Representative of Supplier Date

O
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GENERAL INSTRUCTIONS

Paperwork Reduction Act Notice. Information furnished will be
used to verify compliance with legal requirements, as a basis for
recourse in the event of noncompliance, and to monitor participation
In A.l.D. programs. It will be disclosed outside A.l.D. only as
provided by law. Submission of this information has been deter-
mined to be necessary to recelve payment from A.l.D. funds
pursuant to 22 U.S.C. 2381.

Public reporting burden for this collection of Information is estimated
to average fifteen minutes per response, including the time for
reviewing Instructions, searching existing data sources, gathering
and malintaining the data needed, and completing and reviewing the
collection of information. Send comments regarding this burden
estimate or any other aspect of this collection of information,
including suggestions for reducing this burden, to:

Agency for International Development
Office of Procurement Policy, Planning &
Evaluatlon, MS/PPE
Washington, D. C. 20523-1435;

and
Office of Management and Budget
Paperwork Reduction Project (0412-0020
Washington, D. C. 20503

Requirement for Payment. Sectlon 201.11(k) of A.l.D. Regula-
tlon 1 declares that a commodity purchase transaction is eligible for
A.l.D. financing only if A.l.D. provides a determination of the
commodity eligibility on the Commaodity Approval Application. Sec-
tion 201.52(a) (8) of the Regulation states that to secure payment a
supplier must submit the signed original of this form, countersigned
by A.l.D. As appropriate, a reproduced copy of the validated form,
certlfied as provided in the second paragraph following, Is required
with each subsequent claim for partial shipments made under the
original validated form AID-11. Alteratlons to Block 16 are not
acceptable.

Approval by A.l.D. To secure A.l.D. approval, a suppller must
submit the signed and properly executed original and one copy of
the form, addressed to the Agency for International Development,
Office of Procurement, Washington, D. C. 20523-1412. A.[.D. will
indicate Its approval In Block 18 of the form if the form is properly
executed and if A.1.D. has no objection to financing the described
commodity. If A.l.D. refuses approval, the Agency will return the
form to the suppller with an explanation for refusal. In either case,
an Identiflcation number will be assigned by A.1.D. in the upper
right-hand corner of the form. Any follow-up correspondence
between the supplier and A.1.D. should refer to this number.

Partial Shipments. In the event a supplier expects to make more

than one shipment under a single contract, letter of credit, or
collectlon document, it may either submit a separate form AlD-11
covering each shipment, or submit a single form AID-11 covering
the entire contract. In the latter case, the original AlD-approved
form will be presented to the paying bank with the supplier’s first
request for payment and a reproduced copy of the approved form,
properly certified in Block 18, will be presented with each request for
payment for subsequent partial shipments. See detailed Instructions
for Block 8.

Duratlon of A.l.D. Approval. A.l.D. approval remains valid for 6
months as evidenced by the expiration date entered by A.l.D. In
Block 17. If the letter of credit is valid for a longer period, upon
request from the supplier and submission of a copy of the letter of
credit, A.l.D. will provide an approved explration date corresponding
to the expiration date of the letter of credit. If the A.l.D. approval
expires prior to delivery, the supplier must reapply for approval,
making reference to the transaction number assigned by A.l.D.

Timing of Submission. Under letter of credit financing the appli-
cation should be submitted subsequent to receiving confirmation or
advlce of credit, but prior to shipment. The form may, however, be
submitted prior to receipt of such credit provided that an origlnal or
true copy of the purchase contract accompanies the application.
Under any other method of financing, the application will be submit-
ted following receipt of Instructions that the transaction Is to be
A.l.D.-financed and must be accompanled by an original or true
copy of the contract with the importer. The form should not be
submitted prior to the time supplier is able to furnish all required
information in Blocks 12 through 15.

Language. Every commodity description which appears on the
form must be stated in English. If a suppller furnishes as an
attachment to this form a contract in a language other than English,
an English translation of the commodity description must also be
furnish.

Completeness. All numbered Blocks MUST be fully and appropri-
ately completed. If the application contains incomplete blocks, it will
NOT be processed but will be returned for completion.

Obtaining Forms. Forms may be obtained In limited quantities
from banks holding A.l.D. letters of commitment, field offices of the
Department of Commerce, the A.l.D. office In the supplier's coun-
try, or the Resources Management Division , Agency for Interna-
tional Development, Washington, D. C. 20523-1410. A supplier may
reproduce the form provided the reproduction Is Identical with the
original copy In every respect, including size, color, and format. A
supplier may overprint its nhame and address in Block 5.

. INSTRUCTIONS RELATING TO SPECIFIC ITEMS

BLOCK 1: Enter the letter of commitment number. If not avail-
able, enter the loan or grant agreement number. A.l.D. cannot act
on an application unless one of these numbers is provided.

BLOCK 2: Indicate the method of financing. If by letter of credit,
enter the letter of credit number assigned by the U.S. bank, the
date the bank issued, advised, or confirmed the letter of credit, and
the name and address of the bank concerned. If the application is
submitted prior to receipt of this Information, enter the words “Firm
contract” and attach a copy of the contract.

If the transaction is not to be financed by letter of credit, enter
the applicable payment terms (e.g., sight draft collection, open
account) and attach a copy of the contract.

BLOCK 3: The Importer should provide the supplier with this
information. Generally the import license number appears on the
letter of credit. If the Information is not known or is not available at
the time of submission of the application, enter “Unknown.” ({In
some cases it may be necessary for A.l.D. to require this informa-
tion before approving the application.)

Enter “N/A" (not applicable) if the importer has not been
required by its government to secure an import license.

BLOCK 4: Check the appropriate box to Indicate the supplier’s
relationship to a country or area in the authorized source code. This
information relates to certification 4 In block 16. If "Other” Is
checked, furnish explanation of relationship in block 15.

BLOCK 5: Enter name and address. Please center the information
in order to permit A.l.D. to use a window envelope [n returning the
form.

BLOCK 7: Enter the total purchase price, Il.e., the total remunera-
tion (in whatever currency and whether to be paid directly to the
supplier or in whole or in part to a designee of the supplier) to be
received under the contract. Enter contract date or date pro forma
invoice was accepted.
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BLOCK 8: (a) Check the appropriate box to Indicate whether the
supplier expects to make partial shipments, If “yes” and a separate
application form will be submitted for each partial shipment, enter
the value of the shipment to which this application relates if only one
application form will be submitted to cover all partial shipments, omit
the dollar value.

(b) Enter the proposed loading port. If only the range
of ports Is known, enter the range of ports; e.g., North Atlantic,
South Atlantic, Gulf, Pacific, Great Lakes. If expected that partial
shipments will be made, but only one application form Is to be
submitted, entries under (b) and (c) will relate to the first shipment
only.

(c) Enter the proposed destination port.

(d) Enter the month in which it is expected shipment
will be made. In the case of partial shipments, Indicate the esti-
mated first and last months of shipments: e.g., Aprii-September.

BLOCKS 9 and 10: Enter the U.S. Department of Commerce
Schedule B 10-digit code in block 9 and describe the commodity in
block 10, giving size, quantity, and a clear word description of the
commodity, Including any speclal formula or other distinguishing
characteristics, such as substandard quality (e.g., reject, Imper-
fect, second) which will help to identify it.

If the contract or letter of credit Identifies the com-
modity by other than Schedule B code (e.g., importing country tariff
classification), this Identification should be furnished as part of the
commaodity description.

If the commodity description varies significantly within
the same Schedule B Code, separate entries must be furnished for
each commodity.

BLOCK 11: Enter the unit and unit price for the commodity on an
FAS or FOB basis for the loading port specified in block 8.(b). For
other delivery terms, enter a constructive price FAS or FOB vessel;
l.e., subtract from a C&F or CIF price estimated ocean freight and
marine insurance, or add to an Inland price (e.g., ex plant, FOB ralil
cars (named point)) the estimated inland freight and accessorial
costs necessary to place the commodity In the custody of the ocean
carrler.

If the supplier is unable to compute a unit price FAS or
FOB vessel, the unit price of the commodity may be shown on the
basis of the Inland price with estimated Inland freight cost, if avail-
able, footnoted in an explanatory entry in block 15.

SPECIAL INSTRUCTIONS--MULTIPLE ITEMS: If the shipment
(or contract) Is made up of commodities bearing differing Schedule
B codes, or If the commodity descriptlon varies significantly within
the same Schedule B code, separate entries must be furnished for
each code or description. When there are six or more items to be
listed in blocks 9 through 11, a signed and dated accepted contract,
order, involce, or other separate listing of the information may be
attached to the original and copy of the form AID 11, provided the
full 10-diglt Schedule B code, complete and accurate description of
the commodity, and FAS or FOB vessel unit price are shown for
each. |If the Information required by Clocks 12 through 14 is not
common to all commodities listed, appropriate information related
to each such commodity Is also required to be shown either on the
attachment or in the blocks 12 through 14 and related to the
appropriate line of the attachment. If an attachment Is used In lieu
of entry of the Information on form AID-11, complete blocks 9-11
inclusive, and 12-14 inclusive (when applicable) by entering the
words "See attachment.

SPECIAL INSTRUCTIONS--BLOCKS 12 through 14: If more
than one commodity Is listed in block 9, provide Information required
by blocks 12 through 14 on separate lines in those blocks, identified
to the corresponding line on which the commodity Is listed in block 9.
For example, information concerning a commodity listed on line (c)
In block 9 would be Identified as line (¢) in block 12 through 14. When
only one form AID-11 is submitted, Information in these blocks
should be descriptive of the total contract. |If a separate form

APPENDIX 2C (TM 15:101)
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AID-11 is submitted for each shipment under the contract, the
information In these blocks should cover only that single shipment.
T

BLOCK 12: Enter check mark in the appropriate box to indicate the
condition of the commodity. If the commodity is other than new and
unused, describe the condition in the space below or in block 15.
For this purpose, any commodity declared surplus by the U. S.
Government agency and any commodity which has been rebuilt or
reconditioned or contains components which have been rebuilt or
reconditioned are not considered as "unused.”

BLOCK 13: See § 201.11(b) (4) of A.I.D Regulation 1 for countries
and areas included in geographic code numbers.

(a) Enter in block 13{a) the authorized geographic
source area stated in the letter of credit or A.l.D. direct letter of
commitment,

(b) Enter in block 13(b) the country from which the
commodity will be shipped to the Importer. If the commodity will be
shipped from a free port or bonded warehouse, Indicate this fact in
block 16 and give location.

(¢) Enter in block 13(c) the country in which the
commodity has been or will be mined, grown, or produced through
manufacturing, processing or assembly.

BLOCK 14: (a) Enter In block 14(a) “Yes” if the commodity
includes components Imported into the country of production from a
country not included in the authorized geographic source area
indicated in block 13(a). If such components are not included, enter
“no.”

(b) if block 14(a) “Yes,” identify in block 14b each
country from which components were imported Into the country of
production.

(c) In block 14(c), enter the total cost, within each
unit of the finlshed product, attributable to components imported
from each country indicated in blocks 14(b). If the suppliers unable
to furnish the information required by block 14(b) and 14(c) at the
time of submission of the application and no componentry percent-
age other than the 50 percent set forth in § 201.11(b}) (2) (i) (b) of
A.1.D. Regulation 1 has been authorized for the commodity, A.l.D.
will accept a statement in these blocks or in block 15 that (1) the
commodity contains no components from other than "free world”
countries, and (2) the total cost of components imported into the
country of production from other than countries included in the
authorized geographic source code (or the cooperating country
itself whenever Code 941 Is authorized) per unit of flnished commod-
Ity is no more than 50 percent of the lowest selling price per unit at
which the supplier makes the commodity available for export. If
A.1.D. has authorized a percentage of such components other than
50 percent, the supplier should state such other higher or lower
modification of the percentage rule, with a citation to the pertinent
modification, and the actual percentage of such components in the
product, or an affirmation that the percentage of such components
Is not in excess of the percentage allowed by A.l.D. The supplier
should thereafter be prepared to demonstrate the accuracy of
these statements upon the request of A.l.D.

BLOCK 15: This block may be used to furnish explanation or
additional information in connection with any entries on the form.
Identify block (and line, as appropriate) to which entry relates.

BLOCK 16: The supplier, or its authorized representative, must
manually sign this certification, showing name, title and date signed.

BLOCK 17: For A.l.D. use. Note that A.l.D. approval is not valid
for deliveries on and after the expiration date shown in this block.

BLOCK 18: If reproduced copies of this original form are presented
with the supplier's request for payment (see fifth paragraph of
General Instructions), the supplier or its authorized representative
must manually sign this certification in block 18 of the reproduced
form, showing name, title and the date signed.
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INVOICE-AND-CONTRACT ABSTRACT

APPENDIX 2D, Att. 1
(TM 15:101)

1. COMMODITY SUPPLIER'S NAME AND ADDRESS 2. FOR A.l.D. USE

3. A.L.D. IMPLEMENTATION NUMBER

4. IMPORTER’S NAME AND ADDRESS

5. VESSEL

6. FLAG| 7. PORT OF LOADING

8. COMMODITY INFORMATION
a. Description of Commodity and Schedule B No. b. Gross Weight | c. Measurement
INVOICE INFORMATION [10. CONTRACT INFORMATION 11. SUPPLIER INFORMATION
a. Number \ a. Number a. Small Business b. Estimated Value (% of Block 9c) Fur-
I:I Yes |:| No (Complete bj nished From Small Businesses
b. Date b. Date c. Soclally and Economically %
Disadvantaged Enterprise d. Estimated Value (% of Block §c) Fur-
c. Amount After Discount c. Total Amount [] Yes D No (Complete d) Blissr:ﬁ,:.—:‘oge%og:wpar?,‘:,Econom'calIy
e. Women-~Owned Business %
d. Source/Origin (Country) EI Yes l:l No (Complete f) f. Estimated Value (% of Block 9¢) Fur-
nished From Women-Owned Business:
i e i [
12, INSURANCE INFORMATION

13. TRANSPORTATION INFORMATION

Insured Value [

4

l:l All-Risk

a. Vessel Type

Rate |:| Bulk l:l Berth |:| Tnkr. D Air

d. Freight Rate

War Risk Rate, b. B/L or Air Waybill Number Other Freight Charges
b. Premium Other (Specify)
c. B/L or Alr Waybill Date Total Freight Charges
Rate,
14. INFORMATION AS TO COMMISSIONS, CREDITS, ALLOWANCES, SIMILAR PAYMENTS, AND SIDE PAYMENTS
a. Recipient's Name b. Recipient's Address c. /;muunl Paid or To Be
aid
15. ADDITIONAL INFORMATION AND REMARKS 16. If Certification On Other Side Is Made By

[] carrier Or [[] Insurer, Type Or Print
Name And Address Of Company.

AID 282 (5-90) (OMB No. 0412-0012 Exp. 11/30/91) Page 1



SUPPLIER’S CERTIFICATE AND AGREEMENT WITH

APPENDIX 2D, Att 1
(TM 15:101)

THE AGENCY FOR INTERNATIONAL DEVELOPMENT

The supplier hereby acknowledges that the sum claimed on the
accompanying invoice to be due and owing under the terms of the®
purchase contract identified on the reverse hereof (’said contract’) is to
be paid, in whole or in part, out of funds made available by the United
States Agency for International Development (A.I.D.) under the
Foreign Assistance Act of 1961, as amended. In consideration of the
receipt of such sum, the supplier agrees with and certifies to A.I.D. as
follows:

1.  The undersigned is the supplier of the commodities or
commodity-related services indicated in the Invoice-and-Contract
Abstract on the reverse hereof, has complied with the applicable
provisions of Regulation 1 (22 CFR Part 201), as in effect on the date
hereof is entitled under said contract and under the applicable letter of
credit, credit advice, or other payment instructions to payment of the
sum claimed, and is executing this Certificate and Agreement to obtain
such payment from A.[.D. funds.

2. On the basis of information from such sources as are available to
the supplier upon reasonable investigation and to the best of iis
information and belief, the purchase price is not higher than the
maximum price permitted under each of the applicable price rules of
suabpart G of A.I.D. Reguiation 1.

3. The supplier will, upon requesi of A.I.D., prompily refund to
A.1.D. any amount by which the purchase price exceeds the maximum
price permitted under such provisions of subpart G of Regulation 1, plus
interest from the time of payment 1o the supplier.

4.  The supplier will, upon request of A.I.D., promptly make
appropriate refund to A.L.D., plus interest from the time of payment to
the supplier, in the event of

(a) its nonperformance, in whole or in part, under said contract,
or including any failure to pay despatch or

(b) any breach by it of any of its undertakings in this Certificate
and Agreement, or

(¢) any false certification or representation made by it in this
Certificate and Agreement or in the Invoice-and-Contract Abstract on
the reverse hereof.

5. The amount shown on the reverse hereof in block 9¢ is net of all
trade discounts, whether in the form of payments, credits, or
allowances by the supplier or its agent to or for the account of the
importer, including quantity and prompt payment discounts allowed
other customers under similar circumstances.  The supplier will
promptly pay to A.[.D. (Office of Financial Management, A.I.D.,
Washington, D, C. 20523-0209) any adjustment refunds, credits, or
allowances which hereafter become payable to or for the account of the
importer arising out of the terms of said contract or the customs of the
trade.

6. The supplier has complied with the provisions of Scction 201.65
of A.I.D. Regulation 1 and has not compensated any person to obtain
said contract except to the extent, if any, indicated on the reverse
hereof.

7. The supplier or its agent has nol given or received and will not
give or reccive a side payment, “kickback"”, commission, or any other
payment, credit, allowance or benefil of any kind in connection with
the said contract or any transaction or series of transactions of which
said contract is a part, other than those payments or benefits permitied
under Section 201.65 of A.I.D. Regulation 1 and those referred 1o in
paragraphs 1 and 5 above.

8. Any commodity supplied under said contract

(a) s accurately described on the reverse hercof and, unless
otherwise authorized by A.I.D., is new and unused, is not rebuilt or
reconditioned, does not contain any rebuilt or reconditioned
components, and has not been disposed of as surplus DLy any
government agency; and

(b) on the basis of information from such sources as are
available to the supplier upon reasonable investigation, and 1o the best
of its information and Delief, meets the requirements of Secction
201.11(b) of A.I.D. Regulation 1 as 1o source, country where mined,
grown, or produced, and limijtation on components.

AID 282(5-90) (OMB No. 0412-0012 Exp. 11/30/91)

9. If the supplier is the producer, manufacturer, or processor of the
comBiodity, said contract is not a cost-plus-percentage-of-cost
contract,

10. The supplier will for a period of not less than three (3) years after
the date hereof maintain all business records and other documents
which bear on its compliance with any of the undertakings and
certifications herein and will, at any time requested by A.I.D.,
promptly make such records and documents available to A.I.D.for
examination and promptly furnish to A.l.D. additional information in
such form as A.l.D. may request concerning the purchase price, the
cost to the supplier of the commodities and/or commodity-related
services involved, and/or any other facts, data, or business records
relating to the supplier’s compliance with its undertakings and
certifications in this certificate and agreement.

11. The supplier has complied with the provisions contained and
referred to in subpart D of A.I1.D. Regulation 1.

12.  The supplier was not ineligible to act as a supplier or otherwise
participate in A.I.D.-financed transactions at the time of approval of
the A.I.D. Commodity Approved Application.

13. The commodity supplier certifies that it has submitted a copy of
every ocean bill of lading, applicable to the .commodities and
transactions described on the reverse hereof to: (i) the Maritime
Administration, National Cargo Division, 400 Seventh Street, S. W.,
Washington, D. C. 20590-0001; and (ii) Office of Procurement,
Transportation Division, A.I.D., Washinglon, D. C. 20523-1419;
and that such bill(s) of lading state all the carrier’s charges including
the basis for calculation such as weight or cubic measurements.

14, The supplier has filled in all applicable portions of the
Invoice-and-Contract Abstract on the reverse hereof and certilies to the
completeness and correctness of the information shown therein.

PERSONAL CERTIFICATION BY NATURAL PERSON
SIGNING THIS CERTIFICATE AND AGREEMENT

The natural person who signs this Certificale and Agreement hercby
certifies either that he/she is the supplier or that he/she has aclual
authority to sign on behalf of the supplier and to bind the supplier with
regard to all certifications and agreements contained in this Certificate
and Agreement. He/she further certifies, if he/she is not personally the
supplier, that he/she is either an employee of the supplier or has
written power of attorney to sign for and bind the supplier. He/she
acknowledges signing and submitting this Certificate and Agreement to
receive payment from A.1.D. funds and that A.I.D. in making such
payment will rely on the truth and accuracy of this Personal Certificate
as well as of all other representations in this Certificate and Agreement.

The Supplier’s Certificate and Agreement and the Personal Certificate
herein shall be governed by and interpreted according to the laws of the
United States of America.

Type or print name and title of official authorized to sign

Signature of official authorized to sign for (check one) Date

D Carrier D Insurer

D Commodily Supplier

Place executed (City, County, State, Country)

NOTES: (a) Any amendments of or additions to the printed provisions
of this Supplier’s Certificate and Agreement are improper and will not
be considered a part hereof. (b) False statements herein are punishable
by United States Law. (¢) The word “Copy” must be written after the
signature on all copies other than the original.
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INSTRUCTIONS FOR COMPLETING FORM AID 282

PAPERWORK REDUCTION ACT NOTICE. Information furnished
will be used to verify compliance with legal requirements, as a basis for
recourse in the event of noncompliance, and to monjtor participation
in A.1.D. programs. It will be disclosed outside A.I.D. only as
provided by law. Submission of this information has been determined
1o be necessary to receive payment from A.l.D. funds pursuant to 22
U.S.C. 2381. o

Public reporting burden for this collection of information is estimated
to average thirly minutes per response, including the time for reviewing
instructions, searching existing data sources, gathering and
maintaining the data needed, and completing and reviewing the
collection of information. Send comments regarding this burden
estimate or any other aspect of this collection of information, including
suggestions for reducing this burden to:

Agency For International Development
Office of Procurement Policy, Planning

& Evaluation, MS/PPE
Washington, D. C. 20523-1435;

and

Office of Management and Budget
Paperwork Reduction Project (0412-0020)
Washington, D. C. 20503

EXECUTION OF FORM. This form is designed for use with the U.S,
Standard Master for International Trade. An original and one (1)
copy of this form, completed by the following suppliers, as applicable,
must accompany each invoice for which payment is requested:

(a) Commodity Supplier ~ executed by the commodity supplier
covering the cost of the commodity, including the cost of any
commodity-related service paid by the commodity supplier for its own
or the buyer's account;

(b) Transportation Supplier (Carrier) — executed by each carrier
or in the case of a through Bill of Lading, the issuing carrier, for the
cost of the ocean or air transporiation {inanced by A.[.D., whether or
not the transportation is paid by the commodity supplier;

(¢) Insurance Supplier (Insurer) - executed by the insurer (or
under the circumstances sel forth in Section 201.52(b) (2) of A.1.D.
Regulation 1, by an insurance broker or the commodity supplier),
whether or not the insurance is paid by the commodity supplier, for the
cost of marine insurance financed by A.I.D. when such cost exceeds
$50.

The original must be signed by a person authorized by the supplier who
shall indicate his/her title and certify to his/her authority.

LANGUAGE. The form must be completed in the English language
only and all amounis of money must be shown in U.S. dollars.

OBTAINING FORMS. The form (as well copies of A.L.D.
Regulation 1 referenced in this form) may be obtained in limited
quantities from banks holding A.1.D. Letters of Commilmeni, from
districl offices of the Department of Commerce, the A.L.D. office in
the supplier's country, or the Resources Management Dijvision,
Agency for International Development, Washington, D. C.
20523-1410. The form may be reproduced, providing the
reproduction is identical in size and format.

INSTRUCTIONS FOR COMPLETING ENTRIES ON INVOICE-
AND-CONTRACT ABSTRACT

GENERAL INSTRUCTIONS

Except as provided in the instructions for specific blocks, suppliers
must complete all blocks or enter the letters '"NA' (Not Applicable),
as follows:

Commodity Supplier - Complete all Blocks except 12 and 13;
however, if the commodity supplier has paid for the transportation
and/or insurance for its own or the buyer's account, Blocks 12 and/or
13 will also be completed by the commodity supplier. Block 11 is to be
completed only when the address in block 1 is a U.S. address.

Transportation Supplier (Carrier) ~ Complete Blocks 1 through 8 as
well as 13, 14, and 16.

Insurance Supplier (Insurer) - Complete Blocks 1 through 8a as well
as 12, 14, and 16.

INSTRUCTIONS FOR INDIVIDUAL BLOCKS

Block 1: Enter the commodity supplier’'s name and address.

AID 282 (5-90) (OMB No. 04120012 Exp. 11/30/91)

APPENDIX 2D, Att 1
(TM 15:101)

Caution: if the form is executed by the carrier or the insurer, enter the
commodity supplier's name and address in Block 1 and complete
Block 16.

BLOCK 2: For A.1.D. use only.

BLOCK 3: Enter A.l.D. implementing document number furnished in
the Letter of Credit or Importer’s instructions. This number will
normally be the Letter of Commitment number.

BLOCK 4: ENTER THE IMPORTER'S NAME AND ADDRESS.
Caution: on other documents prepared from the Standard Master,
such as the Bill of Lading, the corresponding block may call for the
name and address of the party whom the carrier is to give notice of
arrival. When such party is not the importer; be sure to enter the
importer’s name and address.

BLOCK 5: Enter the name of the vessel.
BLOCK 6: Enter the flag of registry.
BLOCK 7: Enter the porl shown on the Bill of Lading.

BLOCK 8: COMMODITY INFORMATION

a. Enter the description of each commodity and its U.S.
Department of Commerce Schedule B number, if available. For
multi-item invoices, enter a summary description of the group of items
and the appropriate Schedule B number (s), if available.

b. Enter the Bill of Lading weight.

¢. Enter the Bill of Lading measurement.

BLOCK 9: INVOICE INFORMATION

a. Enter the number of the accompanying invoice 1o which this
abstract relates.

b. Enter the invoice date.

c. Enter the net amount for which the supplier seeks payment
(see paragraphs 5 and 6 of the Supplier’s Certificate).

BLOCK 10: -CONTRACT INFORMATION

a. Enter the contract number.

b Enter the date of the contract.

c. Enter the total contract amount

d. Enter the country of source as defined in Section 201.01 of

A.L.D. Regulation 1.

BLOCK 11: SUPPLIER INFORMATION

Complete only when a U.S. address is indicated in Block 1. The
information is required to enable A.I.D. to compile reports requested
by Congress.

a. Indicate whether the supplier is a small business concern as
defined in FAR 19.101 (CFR Title 48), *“Small business concern”
means a concern, including its affiliates, that is independenily owned
and operated (for profit), not dominant in its field of operations, and
qualified as a small business under the criteria and size standards in 13
CFR 121 (see FAR 19.102). If there is no size standard in 13 CFR
121 for the industry, field of operation, or activily in which a concern
is engaged, the concern is a small business if, including its affiliates, it
is independenily owned and operated (for profit), is not dominant in
the field of operation, and, for manufaciuring concerns -- has no
more than 500 employees, or for concerns offering services -- its
average annual receipts for its preceding 3 fiscal years do not exceed
$3.5 million.

b. If the supplier is not a small business, enter the best estimate
of the percentage of the total invoice amouni paid or to be paid to
subcontractors or suppliers of componenis who are small business
concerns.

c. Indicate whether the supplier is an socially and economically
disadvantaged enterprise. “Socially and economically disadvantaged
enterprise” means a business—

(i) which is at least 51 percent owned by one or more socially
and economically disadvantaged individuals or, in the case of a
publicly owned business, at lecast 51 percent of the stock of which is
owned by one or more socially disadvantaged individuals, and

(ii) whose management and daily business operations are
controlled by one or more such individuals.

“Socially disadvantaged” individuals are those who have been
subjected to racial or ethnic prejudice or cultural bias because of their
identity as a member of a group without regard 1o their qualities as
individuals.
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APPEWDIX 2D, Att 2
(TM 15:101)

INSTRUCTIONS FOR COMPLETING FORM AID 1450-4

"Economically disadvantaged individuals™ means socially
disadvantaged individuals whose ability to compete in the free
enterprise system is impaired due to diminished opportunities to obtain
capital and credit as compared to others in the same line of business
who are not socially disadvantaged. Women and individuals who
certify that they are members of named groups (Black Americans,
Hispanic Americans, Native Americans, Asian-Pacific Americans,
Subcontinent-Asian Americans) are to be considered socially and
economically disadvantaged.

"Subcontinent Asian Americans” means United States
citizens whose origins are in India, Pakistan, Bangladesh, Sri Lanka,
Bhutan, or Nepal.

"Asian Pacific Americans” means United States citizens
whose origins are in Japan, China, the Philippines, Vietnam, Korea,
Samoa, Guam, the U.S. Trust Territory of the Pacific 1slands
(Republic of Palau), the Northern Mariana Islands, Laos,
Kampuchea (Cambodia), Taiwan, Burma, Thailand, Malaysia,
Indonesia, Singapore, Brunei, Republic of the Marshall Islands, or the
Federated States of Micronesia.

"Native Americans” means American Indians, Eskimos,
Aleuts, and native Hawaiians.

d. If the supplier is not a socially and economically
disadvantaged enterprise, enter the best estimate of the percentage of
the total involce amount paid or to be paid to subcontractors or
suppliers of components who are socially and economically
disadvantaged enterprises.

e¢. Indicate whether the supplier is a women-owned
business. "Women-owned business " means a business which is at
least 51 percent owned by one or more women who are United States
citizens and who also control and operate the business.

f. If the supplier is not a women-owned business, enter the
best estimate of the percentage of the total invoice amount paid or to
be paid to subcontractors or suppliers of components who are
wémen-owned businesses.

BLOCK 12: INSURANCE INFORMATION
COMPLETE BLOCK 12 only if the ingurance premium exceeds $50.
a. Enter the insured value of the shipment.
b. Enter the total premium.
¢. Enter the type of coverage and insurance rate, If
"Other” is checked, explain below or in Block 15.

BLOCK 13: TRANSPORTATION INFORMATION

a. Check appropriate vessel type.

b. Enter the Bill of Lading or air waybill number.

c. Enter the Bill of Lading or air waybill date.

d. Enter freight rate, other freight charges, and the.total
dollar amount of freight charges after discount.

BLOCK 14: INFORMATION AS TO COMMISSIONS, CREDIT,
ALLOWANCES, SIMILAR PAYMENTS AND SIDE PAYMENTS

Enter information on (a) all commissions and other payments, credits,
allowances or benefits of any kind, paid or to be paid by the supplier to
or for the benefit of ils agent, the importer, or the importer's agent’
and (b) any side payments, not shown on the invoice, made or to be
made by the importer to the supplier, in connection with the
transaction. If there is insufficient space to furnish the required
information in Block 14, continue in Block 15 or enter 'Continued' or
'See attached listing’ in Block 14a and attach a separate sheet to the
form. If no commissions or other payments, credits, allowances,
benefits, or side payments are involved, enter 'NONE' in Block 14.

BLOCK 16: If the Supplier's Certificate and Agreement is completed
by the carrier or insurer, check the appropriate box and print or type
carrier's or insurer’'s name and address.

DO NOT INCLUDE THE INSTRUCTIONS ON PAGES 3 AND 4
WITH THE SUBMISSION OF THE COMPLETED FORM.

AID 1450-4 (9-90)
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SUPPLIER’S CERTIFICATE AND AGREEMENT WITH THE

AGENCY FOR INTERNATIONAL DEVELOPMENT

FOR PROJECT COMMODITIES/INVOICE AND CONTRACT ABSTRACT

APPENDIX 2D, Att 2

(TM 15:181)
OMB No. 0412-0020
EXP. Date 08/31/93

1. COMMODITY SUPPLIER'S NAME AND ADDRESS 2. FORA.LD. USE

3. A.lD.

4. IMPORTER’S NAME AND ADDRESS

5. VESSEL ‘6. FLAG\ 7. PORT OF LOADING [

8, COMMODITY INFORMATION

IMPLEMENTATION NUMBER

a. Description of Commodity and Schedule B No.

b. Gross Welght | c. Measurement

INVOICE INFORMATION [10.

CONTRACT INFORMATION 11._SUPPLIER INFORMATION

b. Estimated Value (% of Block 9¢) Fur-
nished From Small Businesses

a. Number a. Number a. Small Business
: D Yes D No (Complete b)
b. Date b. Date c. Soclaily and Economically

Disadvantaged Enterprise

c. Amount After Discount

c. Total Amount

Yes No (Complete d)
L]

Y%

d. Estimated Value (% of Block 9c) Fur-
nished From Socially and Economically
Disad: d Enterprises

e. Women-Owned Business

d. Source/Orlgin (Country)

D Yes D No (Complete f)

12, INSURANCE INFORMATION

Yo

f. Estimated Valus (% of Block 9¢) Fur-
nished From Women-Owned Businesst

Yo

13. TRANSPORTATION INFORMATION

a. Vessel Type

D Bulk D Berth D Tnkr.

d. Frelght Rate

D Alr

a. Insured Value | c.
D All-RlIsk Rate
war Risk Rate
b. Premium Other (Specify)
Rate,

b. B/L or Air Wayblit Number

Other Frelght Charges

c. B/L or Alr Wayblil Date

Total Frelght Charges

14, INFORMATION AS TO COMMISSIONS, CREDITS, ALLOWANCES, SIMILAR PAYMENTS, AND SIDE PAYMENTS

a. Reciplent's Name

b. Recipient’s Address

. Amount Paid or To Be
Pald

15. ADDITIONAL INFORMATION AND REMARKS 16. If Certiflcation On Other Side |s Made By

Carrler Or
Name And Address Of Company.

Insurer, Type Or Print

. AID 1450-4 (9-90)
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SUPPLIER’S CERTIFICATE AND AGREEMENT WITH THE
AGENCY FOR INTERNATIONAL DEVELOPMENT FOR PROJECT COMMODITIES

The supplier hereby acknowledges that the sum claimed on the
accompanying invoice, as claimed to be due and owing under the terms
of the purchase contract identified on the reverse hereof (hereafter
referred to as 'said contract’) is to be paid, in whole or in part, out of
funds made available by the United States Agency for International
Development under the Foreign Assistance Act of 1961, as amended.
In consideration of the receipt of such sum, the supplier agrees with and
certifies to A.1.D. as follows:

1. The undersigned is the supplier indicated in the
Invoice-~and-Contract Abstract on the reverse hereof, is entitled under
said contract to the payment of the sum claimed, and is executing this
Certificate and Agreement to obtain payment from A.I.D. funds.

2.  The supplier will, upon the request of A.I.D., promptly make
appropriate refund to A.I.D., plus interest [at the rate established in
accordance with the Internal Revenue Code, 26 U.S.C. 6621 (b)] from
the time of payment to the supplier, in the event of

(a) its nonperformance, in whole or in part, under said contract,
or

(b) any breach by it of any of its undertakings in this Certificate
and Agreement, or

(¢) any false certification or representation made by it in this
Certificate and Agreement or in the Invoice-and-Contract Abstract on
the reverse hereof.

3. The supplier certifies, on the basis of such sources as are
available to it and to the best of its information and belief, that:

(a) The price, excluding transportation, of any commodity for
which payment is requested on the accompanying invoice does not
exceed the lower of (i) the market price prevailing for comparable sales
in the source country at the time of purchase or (ii) the price generally
charged by the seller for comparable sales in the source country at the
time of purchase. A comparable sale is one which is sufficiently similar
to the present sale, with respect to quantity, quality, and conditions of
sale that the price would not customarily be different from said contract
price. Time of purchase means that period encompassing the date the
purchase price is fixed during which prices in comparable sales remain
substantially constant.

(b) The cost of any ocean or air freight for which payment is
requested on the accompanying invoice does not exceed the lowest of
the following: (i) the lowest rate charged by the carrier for similar
shipments on the same voyage; (ii) the rate prevailing in the industry
for similar shipments; or (iii) the rate under any ocean or air charter
approved by A.I.D. covering the transaction for which payment is
requested. A similar shipment is one which is similar with respect to
iype of commodity, commodity rate classification, quantity, flag
category, choice of ports, and other pertinent factors.

(¢) The price of any other commodity-related service does not
exceed the lower of (i) the prevailing price for the same or similar
service or (ii) the price paid to the supplier under similar circumstances
by other cusiomers.

4. The supplier will, upon the request of A.I.D. promptly make
refund to A.I.D. of any amount by which the price of commodities,
freight, or other commodity-related services exceeds the maximum
permitted under paragraph 3 above, plus interest [at the rate
established in accordance with the Internal Revenue Code, 26 U.S.C.
6621 (b)] from the time of payment to the supplier.

5. To the best of its information and belief, any commodity or
service supplied under said contract meets the source, origin,
componentry, and nationality requirements in the contract; any
marking requirements in the contract have been complied with; and,
unless otherwise agreed to by A.1.D., any commodity is new and
unused.

6. The amount shown in block 9¢ is net of all trade discounts,
whether in the form of payments, credits, or allowances by the supplier
or its agent to or for the account of the purchaser. The supplier will
promptly pay to A.L.D. (Office of Financial Management, A.I.D.,
Washington, D. C. 20523-0209) any adjustment refunds, credits, or
allowances which hereafter become payable to or for the account of the
purchaser arising out of the terms of said contract or the customs of the
trade.

7. (a) Neither the supplier nor its agent has given or received and
will not give or receive a side payment, 'kickback', commission, or any
other payment, credit, allowance, or benefit of any kind in connection
with said contract from, 1o, or for the benefit of the purchaser, the
purchaser’s agent or the Borrower/Granitee other than those referred to
in paragraphs 1 and 6.

(b) Any commission or similar payment paid or to be paid by the
supplier to its agent in connection with the transaction for which
payment is requested is shown on the reverse hereof and does not
exceed the lesser of (i) the amount customarily paid by the supplier in
connection with similar transactions or (ii) the amount customary in the
trade. If said contract provides that A.[.D. will not finance such
payments, the supplier certifies that the amount of such payments is not
included in the amount for which payment is requested.

(¢) Any brokerage commission paid or to be paid in connection
with the shipment does not exceed 2-1/2 percent of the ocean freight

AID 1450-4 (9-90)

chargsg.
(d) The supplier has not compensaled any person to obtain said
contract except to the extent, if any, indicated on the reverse hereof.

8.  The supplier will for a period of not less than three (3) years afler
the date of final payment maintain all business records and other
documents which bear on its compliance with any of the undertakings
and certifications herein and will, at any time requested by A.l.D.,
promptly furnish such records and documents to A.l1.D. and provide
such additional information as A.I.D. may request relating to such
compliances.

9. The supplier has not been placed on the "Lists of Parties
Excluded from Federal Procurement or Nonprocurement Programs,”
published by the General Services Administration, or the Treasury
Department's "Consolidated List of Designated Nationals” and thereby
rendered ineligible to receive A.L.D. funds. To the best of its
knowledge, the supplier has not acquired, and in any event will not
acquire, for resale under A.I.D. financing the goods described on this
form from any supplier included on the "Lists of Parties Excluded from
Federal Procurement or Nonprocurement Programs,” or.included on the
"Consolidated List of Designated Nationals” or from any affiliate of
such a person.

10. The supplier acknowledges that A.I.D. has reserved the right to
vest in itself title to the goods financed under said contract, provided
that such goods are in a deliverable state and have not yet been off
loaded in ports of entry in the cooperating country. A.I.D. may direct
carriers to divert these goods to alternative destinations.

11. The supplier certifies that any ocean or air charter directly related
1o the transaction for which payment is requested has been approved by
A.L.D. (Office of Procurement, Transportation Division, A.I.D.,
Washington, D. C. 20523-1419).

12. The supplier certifies that it has submitted a copy of every ocean
bill of lading applicable to the transactions described on the reverse
hereof to: (1) the Maritime Administration, National Cargo Division,
400 Seventh Street, S. W., Washington, D. C. 20590-0001, and (ii)
Office of Procurement, Transportation Division, A.1.D., Washington,
D. C. 20523-1419; and that such bill(s) of lading state all the carrier's
charges including the basis for calculation such as weight or cubic
measurement.

13. The supplier has filled in all applicable portions of the
Invoice-and-Contract Abstract on the reverse hereof and certifies to the
correctness of the information shown therein.

PERSONAL CERTIFICATION BY NATURAL PERSON
SIGNING THIS CERTIFICATE AND AGREEMENT

The natural person who signs this Certificate and Agreement hereby
certifies either that he/she is the supplier or that he/she has actual
authority to sign on behalf of the supplier and to bind the supplier with
regard to all certifications and agreements contained in this Certificate
and Agreement. He/she further certifies, if he/she is not personally the
supplier, that he/she is ecither an employee of the supplier or has
written power of attorney to sign for and bind the supplier. He/she
acknowledges signing and submitting this Certificate and Agreement to
receive payment from A.I.D. funds and that A.[.D. in making such
payment will rely on the truth and accuracy of this Personal Certificate
as well as of all other representations in this Certificate and Agreement.

The Supplier’s Certificate and Agreement and the personal certification
herein shall be governed by and interpreted according to the laws of the
United States of America.

D Carrier D Insurer

D Commodity Supplier

Type or print name and title of official authorized to sign

Signature of official authorized to sign for (check one) Date

Place executed (City, County, State, Country)

NOTES: (a) Any amendments of, or additions to, the printed
provisions of this Supplier's Certificate and Agreement are improper
and will not be considered a part hereof. (b) False statements herein
are punishable by United States Law. (¢) The word 'copy’ must be
written after the signature on all copies other than the original.
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INSTRUCTIONS FOR COMPLETING FORM AID 282

PAPERWORK REDUCTION ACT NOTICE. Information furnished
will be used to verify compliance with legal requirements, as a basis for
recourse in the event of noncompliance, and to monitor participation
in A.1.D. programs. It will be disclosed outside A.I.D. only as
provided by law. Submission of this information has been determined
10 be necessary 1o receive payment from A.l.D. funds pursuani to 22
U.S.C. 2381. o

Public reporting burden for this collection of information is estimated
to average thirly minutes per response, including the time for reviewing
instructions, searching existing data sources, gathering and
maintaining the data needed, and completing and reviewing the
collection of information. Send comments regarding this burden
estimale or any other aspect of this collection of information, including
suggestions for reducing this burden to:

Agency For International Development
Office of Procurement Policy, Planning

& Evaluation, MS/PPE
Washington, D. C. 20523-1435;

and

Office of Management and Budget
Paperwork Reduction Project (0412-0020)
Washington, D. C. 20503

EXECUTION OF FORM. This form is designed for use with the U.S.
Standard Master for International Trade. An original and one (1)
copy of this form, completed by the following suppliers, as applicable,
must accompany each invoice for which payment is requested:

(a) Commodity Supplier - executed by the commodity supplier
covering the cost of the commodity, including the cost of any
commodity-related service paid by the commodity supplier for its own
or the buyer's account;

(b) Transportation Supplier (Carrier) - executed by each carrier
or in the case of a through Bill of Lading, the issuing carrier, for the
cosl of the ocean or air transportation financed by A.I.D., whether or
not the transportation is paid by the commodity supplier;

(¢) Insurance Supplier (Insurer) - executed by the insurer (or
under the circumstances set forth in Section 201.52(b) (2) of A.I.D.
Regulation 1, by an insurance broker or the commodity supplier),
whether or not the insurance is paid by the commodity supplier, for the
cost of marine insurance financed by A.I.D. when such cost exceeds
$50.

The original must be signed by a person authorized by the supplier who
shall indicate his/her title and certify to his/her authority.

LANGUAGE. The form must be completed in the English language
only and all amounts of money must be shown in U.S. dollars,

OBTAINING FORMS. The form (as well copies of A.LD.
Regulation 1 referenced in this form) may be obtained in limited
quantities from banks holding A.I.D. Letters of Commitment, from
district offices of the Department of Commerce, the A.I.D. office in
the supplier’s country, or the Resources Management Division,
Agency for International Development, Washinglon, D. C.
20523-1410. The form may be reproduced, providing the
reproduction is identical in size and format.

INSTRUCTIONS FOR COMPLETING ENTRIES ON INVOICE-
AND-CONTRACT ABSTRACT

GENERAL INSTRUCTIONS

Excepl as provided in the instructions for specific blocks, suppliers
must complete all blocks or enter the letters 'NA' (Not Applicable),
as follows:

Commodity Supplier - Complete all Blocks except 12 and 13;
however, if the commodity supplier has paid for the transporiation
and/or insurance for its own or the buyer's account, Blocks 12 and/or
13 will also be completed by the commodity supplier. Block 11 is to be
completed only when the address in block 1 is a U.S. address.

Transportation Supplier (Carrier) — Complete Blocks 1 through 8 as
well as 13, 14, and 16.

Insurance Supplier (Insurer) — Complete Blocks 1 through 8a as well
as 12, 14, and 16,

INSTRUCTIONS FOR INDIVIDUAL BLOCKS

Block 1: Enter the commodily supplier's name and address,
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Caution: if the form is executed by the carrier or the insurer, enter the
commodity supplier’s name and address in Block 1 and complete
Block 16.

BLOCK 2: For A.1.D. use only.

BLOCK 3: Enter A.I.D. implementing document number furnished in
the Letter of Credit or Importer’s instructions. This number will
normally be the Letter of Commitment number.

BLOCK 4: ENTER THE IMPORTER'S NAME AND ADDRESS.
Caution: on other documents prepared from the Standard Master,
such as the Bill of Lading, the corresponding block may call for the
name and address of the party whom the carrier is to give notice of
arrival, When such party is not the importer; be sure to enter the
importer’s name and address.

BLOCK 5: Enter the name of the vessel.
BLOCK 6: Enter the flag of registry.
BLOCK 7: Enter the port shown on the Bill of Lading.

BLOCK 8: COMMODITY INFORMATION

a. Enter the description of each commeodity and its U.S.
Department of Commerce Schedule B number, if available. For
multi~item invoices, enter a summary description of the group of items
and the appropriate Schedule B number (s), if available.

b. Enter the Bill of Lading weight.

c¢. Enter the Bill of Lading measurement.

BLOCK 9: INVOICE INFORMATION

a. Enter the number of the accompanying invoice 10 which this
abstract relates.

b. Enter the invoice date.

¢. Enter the net amount for which the supplier seeks payment
(see paragraphs 5 and 6 of the Supplier’s Certificate).

BLOCK 10: -CONTRACT INFORMATION

a. Enter the contract number.
b Enfer the date of the contract.
c. Enter the total contract amount

d. Enter the country of source as defined in Section 201.01 of
A.L.D. Regulation 1.

BLOCK 11: SUPPLIER INFORMATION

Complete only when a U.S. address is indicated in Block 1. The
information is required to enable A.I.D. 1o compile reports requested
by Congress.

a. Indicate whether the supplier is a small business concern as
defined in FAR 19.101 (CFR Title 48). “Small business concern”
means a concern, including its affiliates, that is independently owned
and operated (for profit), not dominant in its field of operations, and
qualified as a small business under the criteria and size standards in 13
CFR 121 (see FAR 19.102). If there is no size standard in 13 CFR
121 for the industry, field of operation, or activity in which a concern
is engaged, the concern is a small business if, including its affiliates, it
is independently owned and operated (for profit), is not dominant in
the field of operation, and, for manufacturing concerns -- has no
more than 500 employees, or for concerns offering services -- iis
average annual receipts for its preceding 3 fiscal years do not exceed
$3.5 million.

b. If the supplier is not a small business, enter the best estimate
of the percentage of the total invoice amount paid or to be paid 1o
subcontractors or suppliers of components who are small business
concerns.

¢. Indicate whether the supplier is an socially and economically
disadvantaged enterprise. “Socially and economically disadvantaged
enterprise” means a business-

(i) which is a1 least 51 percent owned by one or more socially
and economically disadvantaged individuals or, in the case of a
publicly owned business, at least 51 percent of the stock of which is
owned by one or more socially disadvantaged individuals, and

(i) whose management and daily business operations are
controlled by one or more such individuals.

“Socially disadvantaged” individuals are those who have been
subjected to racial or ethnic prejudice or cultural bias because of their
identity as a member of a group without regard to their qualities as
individuals.
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“Economically disadvantaged individuals" means socially
disadvantaged individuals whose ability to compete in the {ree
enterprise system is impaired due to diminished opportunities to obtain
capital and credit as compared to others in the same line of business
who are not socially disadvantaged. Women and individuals who
certify that they are members of named groups (Black Americans,
Hispanic Americans, Native Americans, Asian-Paciflic Americans,
Subcontinent-Asian Americans) are to be considered socially and
economically disadvantaged.

“Subcontinent Asian Americans” means United States
citizens whose origins are in India, Pakistan, Bangladesh, Sri Lanka,
Bhutan, or Nepal.

“Asian Pacific Americans” mecans United States cilizens
whose origins are in Japan, China, the Philippines, Vietnam, Korea,
Samoa, Guam, the U.S. Trust Territory of the Pacific Islands
(Republic of Palau), the Northern Mariana Islands, Laos,
Kampuchea (Cambodia), Taiwan, Burma, Thailand, Malaysia,
Indonesia, Singapore, Brunei, Republic of the Marshall Islands, or the
Federated States of Micronesia.

“Native Americans” means American Indians, Eskimos,
Aleuts, and native Hawaiians.

d. If the supplier is not a socially and economically
disadvantaged enterprise, enter the best estimate of the percentage of
the total invoice amount paid or to be paid 10 subcontractors or
suppliers of components who are socially and economically
disadvantaged enterprises.

e. Indicate whether the supplier is a women-owned
business. “Women-owned business ” means a business which is at
least 51 percent owned by one or more women who are United States
citizens and who also control and operate the business.

f. If the supplier is not a women-owned business, enter the
best estimate of the percentage of the total invoice amount paid or to
be paid to subcontractors or suppliers of components who are
women-owned businesses.

BLOCK 12: INSURANCE INFORMATION
COMPLETE BLOCK 12 on!y if the insurance premium exceeds $50.
a. Enter the insured value of the shipmeni.
b. Enter the total premium.
c. Enter the type of coverage and insurance rate. If
“Other" is checked, explain below or in Block 15.

BLOCK 13: TRANSPORTATION INFORMATION

a. Check vessel type.

b. Enter Bill of Lading or air waybill number.

c. Enter Bill of Lading or air waybill date.

d. Enter the freight rate, other freight charges and the
total dollar amount of freight charges after discount.

BLOCK 14: INFORMATION AS TO COMMISSIONS, CREDIT,
ALLOWANCES, SIMILAR PAYMENTS AND SIDE PAYMENTS

Enter information on (a) all commissions and other payments, credits,
allowances or benefits of any kind, paid or to be paid by the supplier to
or for the benefit of ils agent, the importer, or the importer’s agent as
required by Section 201.65 of A.1.D. Regulation 1; and (b) any side
payments, not shown on the invoice, made or to be made by the
importer to the supplier, in connection with the transaction, as
required by Section 201.66 of A.I.D. Regulation 1. If there is
insufficient space 10 furnish the required information in block 14,
continue in block 15 or enter “Continued” or “See attached" in block
14a, and attach a separate sheet to the form. If no commissions or
other payments, credits, allowances, benefits, or side payments are
involved, enter “NONE" in block 14.

BLOCK 16: If the Supplier’s Certificate is completed by the carrier or
insurer, check the appropriate box and print or type carrier's or
insurer’s name and address.

DO NOT INCLUDE THE INSTRUCTIONS ON PAGES 3 AND 4
WITH THE SUBMISSION OF THE COMPLETED FORM.

AID 282(5-90) (OMDB No. 0412-0012 Exp. 11/30/91)
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CHAPTER 3
COMMODITY PROCUREMENT METHODS

Introduction

1. A large portion of the commodities which AID finances are purchased
by private and public importers of cooperating countries under
nonproject assistance Commodity Import Programs. AID also finances many
commodities under project assistance agreements, direct contracts,
grants or cooperative agreements, and for disaster relief. The purchase
and delivery of equipment -and materials is an important part of
AID-financed programs and timely arrival of the appropriate commodities
may be of .crucial importance to the success of the undertaking.
Commodity procurement transactions follow normal international
commercial trade practices, but AID, as financing agent and steward of
U.S. Government funds, does prescribe certain rules and procedures in
order to help assure that U.S. statutes are complied with and that our
foreign assistance objectives are met.

2. This chapter provides a summary of the various procurement methods
and rules. which apply to Commodity Import Programs and project
assistance. Those AID officials who are authorized to negotiate and
sign assistance agreements are responsible for assuring that the
agreements and implementing documents issued thereunder specify the
rules which are applicable to the particular situation.

3. Procurement under grants and cooperative agreements with private,
nonprofit organizations is covered in Handbook 13, Grants. Disaster
relief procurement is covered in Handbook 8, Foreign Disaster Assistance.

Nonproject Assistance - Commodity Import Programs

1. General

Commodity Import Programs (CIPs) provide allocations to two
different categories of importers. CIPs may be used to provide foreign
exchange to private sectors of the cooperating country for regular
commercial purchases. Much 1like project assistance, CIPs may also be
used to provide foreign exchange to the public sectors of the
cooperating country for procurement of commodities required by their
specific activities. The implementing document will specify the
procurement conditions which must be followed.
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2. Procurement Entities

a. Host Country entities that are allocated funds under CIPs are
responsible for undertaking their own procurement. In unusual
circumstances, however, such as when a complex variety of commodities is
being procured for a specific activity the Borrower/Grantee (B/G) may
wish to have a nongovernmental procurement agent or a U.S. Government
agency purchase the commodities.

b. When services of a nongovernmental procurement agent are
desired, the B/G should negotiate an agreement with that agent.
Authorization for financing such services must be specified in the
Program Assistance Approval Document (PAAD) or approved by an official
authorized to sign the PAAD. For guidance on using a procurement agent,
see Chapter 4, "Use of Procurement Agents."

* c. If the B/G wishes to use the services of a U.S. Government
agency, it should request AID/W, Office of Procurement (MS/0P/COMS), to
prepare a Project Implementation Order/Commodities, (PIO/C) Form AID
1370-1, for submittal to the agency. See Appendix 5A of this Handbook
for instructions on use of the PIO/C. '

3. Procurement Procedures

a. Private Sector Procedures

(1) Section 201.23 of AID Regulation 1 (Appendix A of this
Handbook) contains procurement procedures applicable to the private
sector. Procurement under this section must be in accord with good
commercial practice. It requires only that the importer solicit
quotations or offers uniformly from a reasonable number of prospective
suppliers, including, where feasible, producers of a commodity, and all
quotations or offers received, whether or not specifically solicited, be
given consideration before making an award. This allows considerable
flexibility in the way procurement is conducted. Procedures for small
value purchases may be as informal as requesting potential suppliers by
phone, letter, fax or telex to quote a price on the item to be purchased
and then selecting the most advantageous offer. AID reserves the right
under Section 201.23 to require the importer to furnish information on
all the offers received.

(2) The requirement that offers be solicited from a
reasonable number of prospective suppliers does not apply when a
"special supplier-importer relationship" (as described in Section
201.23(e) of AID Regulation 1) exists. In these types of purchases,
when an importer is the authorized or exclusive dealer or distributor
for a particular supplier, the importer is not required to obtain offers
from any one other than that supplier and no waiver of competition is
required. AID may require an importer to furnish proof of such a
relationship. X
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¥ (3) Advertising of individual private sector procurements is
not required but may be undertaken at the USAID’s or importer’s
request. AID normally relies on more general publicizing methods to
assist interested U.S. suppliers in participating in AID-financed
procurements. AID’s publicizing techniques, such as making available to
the U.S. business community Tlists of potential importers in countries
with active private sector CIPs, are discussed in Handbook 1, Supp. B,
Chapter 23.

b. Public Sector Procedures

(1) Section 201.22 of AID Regulation 1 contains the
procedures applicable to procurements undertaken by the government of
the cooperating country or any of its subdivisions, agencies or
instrumentalities. Implementing documents should specify that all
public sector procurements are subject to this section of Regulation 1.

(2) Contracts for the purchase of commodities shall be
awarded on a competitive basis to the maximum practical extent.
Competition is sought through formal competitive bidding procedures,
and, under certain circumstances, through competitive negotiation
procedures. When justified, and authorized by AID, contracts can also
be awarded on the basis of negotiation with a single source.

(3) Handbook 11, Chapter 3, Sections 3.0 - 3.11 may be used
as supplemental information when implementing public sector
procurements. Besides providing detailed guidance on the various
procurement procedures, the sections also identify the particular
officials within AID authorized to exercise certain approvals under
these procedures. The same officials are authorized to exercise the
required approvals under 201.22 of Regulation 1. Jo

3C. Project Assistance

1. Introduction

Commodities for projects are acquired in a wide variety of ways
depending on the particular host country situation and project needs.
More than one way may be used for a given project. The choice of
procurement entity usually determines the rules and procedures which
apply to project procurement. Special rules and procedures apply to
local cost financing (see Handbook 1, Supp. B, Chapter 18), Intermediate
Credit Institutions (see Handbook 1, Supp. B, Chapter 19), and fixed
amount reimbursement (see Handbook 1, Supp. B, Chapter 20).

& Revised
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2. Choice of Procurement Entities

a. AID’s policy provides that Mission Directors have the
responsibility for assuring that project design assigns procurement
responsibility in a manner which best befits the particular
circumstances and will result in the most effective implementation of
AID-financed projects. Chapter 3 of Handbook 1, Supp. B, explains the
policy in greater detail.

b. The responsibility for procuring commodities may be assigned
among a wide range of entities. In addition to the Host Country
implementing agency itself, other Host Country agencies may be
involved. Either AID/W or the USAID may assume procurement
responsibility, or AID or the Host Country may arrange for
intermediaries such as other U.S. Government agencies, private firms,
nonprofit organizations, or educational institutions to procure needed
commodities. In making the determination, such things should be taken
into account as the B/G’s preference and its procurement capability,
relative costs, systems and procedures for effective contract support,
project design and objectives - including the type of commodities
required, timing constraints, availability and experience of AID
procurement, legal, and program staff to advise and assist the Host
Country or to undertake AID direct procurement, and effects on
establishment of desired institutional or professional relationships.

3. Procurement by the Borrower/Grantee

a. The B/G entity which procures the commodities may be the
project-administering agency itself or some other B/G organization with
centralized authority for foreign assistance activities or for
procurement. Sometimes a B/G embassy in Washington may be asked to
assist in procurement; some B/G’s may even have purchasing offices
located in the United States or in other countries to handle
procurements. Coordination of procurement with other project
implementation activities is best assured if the B/G
project-administering agency handles procurement, but centralized host
country agencies tend to be more experienced and knowledgeable about
international procurement, financing, transportation, trade regulations,
customs, etc. Arrangements should be made in advance for communications
and delegations of authority among the B/G agencies which are to be
involved.

b. The rules and procedures for B/G procurement of commodities
which are imported specifically for a project and financed by AID are
contained in Handbook 11, Country Contracting, Chapter 3, "Procurement
of Equipment and Materials." AID-financed local currency procurements
of indigenous goods which have been mined, grown, or produced in the
host country, or of imported items which are normally kept in stock to
meet a general demand in the host country are governed by the rules in
Handbook 1, Supp. B, Chapter 18. '
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4. Procurement by B/G Contractors

a. B/G’s may employ the services of nongovernmental entities to
procure project commodities. Procurement may be part of a larger
contract or may be undertaken as a separate contract.

b. Professional and Technical Services Contractors - Procurement
Services Agents

(1) Commodities may be procured by a contractor on behalf of
the B/G. The contractor may provide such procurement services as part
of broader professional and technical services for the project or may
provide only procurement services. A services contractor that provides
only commodity procurement services is often referred to as a
procurement services agent.

(2) Professional and technical services contractors including
procurement services agents are hired in accordance with the provisions
in Handbook 11, Chapter 1. For further guidance on using a procurement
services agent, see Chapter 4, "Use of Procurement Agents."

(3) A procurement services contractor should not be used:

(a) to purchase commodities for administrative and
technical support of the USAID’s, i.e., commodities which are not
project commodities;

(b) to purchase items from the GSA stock catalog or from
Federal Supply Schedules; or

(c) to purchase books, which should be ordered under the
annual AID book contract, unless it is more economical to purchase them
separately, as when purchasing a large number of a single title.

C. Construction Services Contractors

Commodities may also be furnished within a fixed price
contract, such as one covering the construction and equipping of a
health care facility or a school. In such cases, competition and
pricing requirements, for the commodities as well as the services, are
satisfied in the process of awarding the prime contract. Other AID
requirements applicable to the commodities such as source, nationality,
and cargo preference must be incorporated in the contract. Construction
services are hired in accordance with the provisions in Handbook 11,
Chapter 2.
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5. Procurement by AID-Direct Services Contractors

a. When B/G contracting, either through its own entities or
through a contractor, is determined to be inappropriate, AID may
contract directly with nongovernmental entities to assist B/G’s in the
implementation of projects. The selection and hiring of contractors
directly by AID is done in accordance with Handbook 14, Procurement
Requlations. AID direct contracting for services is normally initiated
through the issuance of a PIO/T. The scope of work in the PIO/T should
specify the responsibility of the contractor in carrying out commodity
procurement. The PIO/T may also include commodity details, or a PIO/C
naming the contractor as authorized agent may be issued as a subsidiary
document to provide detailed commodity specifications and requirements.

b. Commodity procurement by direct AID contractors is subject to
the subcontracting rules and procedures specified in Handbook 14, plus
any additional requirements that AID determines to be necessary. The
prime contract must specify AID’s requirements with respect to such
things as AID approval of subcontracts, subcontracting methods,
subcontract advertising, commodity eligibility and source,
transportation source, subcontractor eligibility, cargo preference,
language and specifications, prohibition against certain types of
subcontracts, mandatory subcontract clauses, and commodity documentation
requirements.

6. Procurement by U.S. Government Agencies

a. In some cases it may be appropriate to use a U.S. Government
agency to procure commodities, particularly when the agency has a needed
specialized expertise. The General Services Administration (GSA),
through either Federal Supply Schedules, stores stock, or open market,
may be used to acquire commodities to meet project requirements.
Commodities may also be purchased through the Defense Logistics Agency,
Department of Veterans’ Affairs, Federal Aviation Administration, or
other agencies under a Participating Agency Services Agreement (PASA).

b. If the B/G and USAID decide to use the services of a U.S.
Government agency to purchase commodities, the USAID should prepare a
Project Implementation Order/Commodities, form AID 1370-1, for
submission to the agency. In some cases the PIO/C must be prepared by
or submitted to AID/W; see Chapter 5.

c. Many U.S. Government agencies are not authorized to procure
directly for a non-U.S. Government entity. Therefore, when a U.S.
Government agency is designated as the procurement agent, either the
USAID or AID/W is nominated as the requisitioning agency on behalf of

‘the B/G. The procuring agency will use its own procurement rules and

whatever additional requirements AID may impose. When AID requests
other than full and open competition, the requesting AID office must
provide justification. For more information on procurement through U.S.
Government agencies, see Chapter 5.
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7. Procurement by a USAID or AID/M

a. Finally, there may arise situations warranting the designation
of the Mission (or AID/W at the request of the Mission) by the B/G to

procure commodities for a project. Such procurement is normally
initiated through the issuance of a PIO/C.

b. When AID is contracting for commodities directly, it follows
the procedures in the Federal Acquisition Regulation (FAR) and the AID
Acquisition Regulation (AIDAR). These regulations are in Handbook 14.
Chapter 12B of Handbook 1, Supplement B, provides a summary of these

procurement procedures.
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CHAPTER 4
USE OF PROCUREMENT AGENTS

Scope of Chapter
1. Geperal

This Chapter discusses various aspects of the use of procurement
agents for AID-financed programs, with emphasis on their use under
project assistance. A procurement agent is a person or entity, other
than a government agency, that provides services on behalf of a
Borrower/Grantee (B/G) to effect purchase and delivery of commodities
needed by the B/G. The Chapter deals with when to use a procurement
agent, how to contract for a procurement agent’s services, what services
should be performed by a procurement agent, and methods of payment for
the services and the commodities. For information concerning
procurement through U.S. Government Agencies, see Chapter 5.

2. Application To:
a. Host Country Contracting, Project Assistance

(1) The guidance in this Chapter applies when a B/G contracts
for the services of a procurement agent to assist in the procurement of
AID-financed commodities for a project.

(2) The Chapter is based on the use of U.S. procurement
agents. Thus, some of the guidance and procedures may not be
appropriate when a non-U.S. procurement agent is used. If a non-U.S.
procurement agent is needed for a project, modifications to the
procedures consistent with AID’s requirements may be adopted. The
cognizant Commodity Management Officer, Contracting Officer, Legal
Officer, and Controller in the field shall be consulted.

b. AID Direct Contracting

(1) When AID Missions find it expedient to contract directly
for the services of a procurement agent for a project, the Office of
Procurement will provide guidance upon request.

¥
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procurement agent, the cost of the commodities, their transportation to
the project site, and other incidental services will be funded
separately from the contract for providing the procurement services. At
no time will AID hold title to the commodities being procured. Such
contracts are subject to the requirements of the Federal Acquistion
Regulations (FAR) and the AID Acquisition Regulations (AIDAR).
Nevertheless, the discussions in this Chapter on contracting
considerations and on the handling of commodity procurement by the
procurement agents may be applied to the extent they do not conflict
with FAR/AIDAR requirements.

c. ommod i mpor

Procurement agents have not normally been used under Commodity
Import Programs (CIPs). Private sector entities, which traditionally
accounted for a sizeable portion of CIP procurement, do not need the
services of procurement agents since private sector entities usually
purchase and import commodities in the regular course of their
commercial business activities. However, when a host government entity
is purchasing for project-like activities under a CIP, procurement
assistance may be appropriate. This creates special problems because
AID Regulation 1, the document which normally governs CIP procurement,
is designed primarily for application to commercial commodity
transactions and does not provide guidance applicable to hiring a
procurement agent nor to commodity procurement by such an agent. If
procurement services are necessary under a CIP, they must be authorized
specifically in the Program Assistance Approval Document (PAAD) or by an
official authorized to sign the PAAD. The Office of Procurement (MS/OP)
shall be consulted to assist in planning and to establish procedures to
be followed in contracting for the procurement agent as well as in
purchasing the commodities. %

AID Policy on Use of Procurement Agents

1. Using a procurement agent is not a solution to all procurement
problems and can be unnecessarily costly and inappropriate in some
cases. When the B/G has the capacity and experience to conduct its own
procurement for AID-financed projects, there will normally not be a need
for the services of a procurement agent. There are circumstances,
however, in which it may be more efficient for the B/G to hire the
services of a procurement agent who will assist in the purchase of
commodities. The need for such services is most 1ikely when there are
numerous different line items to be procured as, for example, in the
establishment of a medical clinic, an educational institution, or
research facility. For a project involving the purchase of a bulk
commodity, such as fertilizer or grain, proprietary or noncompetitive
procurement of machinery or vehicles, or purchase of U.S.
Govgrnment-owned property, a procurement agent should normally not be
used.

*
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2. The requirement for a procurement agent should be identified during
the project design phase and incorporated into the Project Procurement
Plan which is prepared in accordance with Handbook 3, App 3H. If it is
not incorporated into the Project Paper, a procurement agent should not
be used unless the AID project authorizing official determines in
writing that the use of a nongovernmental procurement agent is in the
best interest of the project. The determination should include an
assessment of the B/G’s ability to perform the procurement and
consideration of whether using a procurement agent is appropriate for
the type of commodities being procured and whether the services will be
cost effective.

3. AID will, when it is appropriate to project needs, finance the cost
of procurement services for an AID-funded project, provided eligibility
requirements are met. AID’s requirements and other considerations in
contracting for such AID-financed services are discussed below. B/Gs
may, of course, hire and pay for the services of a procurement agent for
an AID project solely with their own funds. In such cases, the AID
requirements concerning contracting for the procurement services would
not apply, but the usual AID requirements concerning purchasing of
commodities by the procurement agent would apply.

Contracting for Procurement Services

1. General

a. There are some basic concepts that apply to any procurement,
whether for goods or for services. Among them is the importance of
providing for fair and effective competition to the maximum extent
practical. Potential offerors should be provided sufficient information
about the procurement so that they will have a realistic idea of whether
their firm can meet the requirements and will be able to present an
appropriate proposal. The same information should be furnished to all
firms to asure that no one gains an unfair competitive advantage.

b. In order to provide for fair and effective competition, the
solicitation document used, whether formal or informal, should provide
an accurate and complete scope of work to be covered by the contract,
including information on the extent of the contract (time, amount,
etc.), the types of services required and the types of commodities to be
procured and any source and origin requirements. The scope of work is
discussed in considerable detail in Section 4D of this Chapter. Firms
should also be informed of the criteria against which they will be
judged. Some criteria which may be useful in determining who should
provide procurement services are discussed in Section 4C3, "Contracting
Considerations,” of this Chapter. Other information that should be
included in the solicitation, such as the administrative details
concerning submission of proposals, nationality requirements, and the
type of contract contemplated, are noted in Chapter 1 of Handbook 11,
Section 3.4, "Contractor Selection.”
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¢. Requirements for noncompetitive selection of procurement
services must be documented, justified, and approved in accordance with
Chapter 1 of Handbook 11, Section 2.4, Competition, prior to negotiation
with an offeror.

d. AID’s legal counsel should be consulted on matters of
propriety which arise in contracting for procurement services, without
regard to the dollar value of the contract, particularly in matters of
contractor selection and conflict of interest.

2. Procurement Methods
a. Applicability of Handbook 1}

Procurement services fall in the category of professional or
technical services, and the contracting procedures are the same as for
hiring any other professional or technical services contractors for
projects. When the services are to be financed by AID, the B/G
implementing agency is required to follow Handbook 11, Chapter 1,
"Procurement of Professional and Technical Services." As indicated in
Chapter 1, there are two basic procedures for contracting: Formal
solicitation, which is used when the cost of the procurement services
(as distinct from the cost of commodities the agent will procure) is
expected to exceed $100,000, and informal solicitation, which may be
used when the cost of the procurement services is not expected to exceed
$100,000.

b. ormal jcitation

When the cost of the procurement services is expected to
exceed $100,000, the B/G is required to follow a more formal
solicitation procedure. The procurement must be advertised in the
Commerce Business Daily, and a Request for Technical Proposal is
issued. The list of potential procurement agents may be used, in
addition to advertising, to determine whether particular agents should
be solicited directly to submit proposals. For the procedural details
necessary for undertaking this type of procurement, see the rules and
guidance in Handbook 11, Chapter 1.

c. Informal Solicitation

(1) When the cost of the procurement services is not expected
to exceed $100,000, contracting for the services may be undertaken
through informal solicitation of several sources. Though not required,
formal solicitation procedures may be used, and they are recommended
whenever feasible. A1l procurements where the cost of the services is
expected to exceed $25,000 are to be publicized in the AID Procurement
Information Bulletin.
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(2) To assist the B/G in making informal solicitations, the
Office of Procurement (MS/0P) maintains a 1ist of individuals and
companies that have expressed interest in providing procurement services.
The 1ist in no way represents prequalification or approval of those
1isted. B/Gs may solicit and contract with procurement agents that are
not included on the 1ist as well as with those that are. The 1ist is
designed to give B/Gs an idea of which companies might be willing and able
to provide the kind of services they need.

(3) When informal solicitation is allowed, the B/G should
request proposals from companies that it chooses as well as from those
responding to any advertisement that was issued. The B/G should choose a
procurement agent based on an evaluation of the relative merits of the
proposals.

d. Noncompetitive Procurement

(1) Noncompetitive selection of a contractor to provide
procurement services requires a waiver as specified in Chapter 1 of
Handbook 11, Section 2.4.2. This section requires that negotiation with
a single source be conducted only when special circumstances 1imits the
possibility for competition. Such circumstances are when: 1) an emergency
situation 1leaves insufficient time for competition; 2) special
requirements for services available from only one source; 3) a firm has a
unique capability because of special experience or facilities or personnel
who are recognized as predominant experts in a required field; 4) there is
follow-on work in which a contractor has acquired specialized capability
required for performance of an additional requirement; or 5) the foreign
assistance program would be impaired.

(2) Contracting for procurement services on a noncompetitive
basis should be a rare occurrence. The need for procurement services
should be determined as part of the project planning phase, permitting
sufficient time to conduct a competitive solicitation. When an emergency
situation does arise, using a procurement agent to procure commodities is
not usually the most expeditious method of satisfying the requirement,
Further, the skills and resources required do not vary significantly from
one procurement or geographic area to another, and it would be difficult
to make a persuasive argument that one firm was uniquely capable to
perform a particular procurement. On the other hand, a combination of
circumstances might tip the scales in favor of noncompetitive procurement.
A procurement agent who is currently working on a project may have
developed special expertise for handling the project’s procurement
requirements and may have the resources in place to accommodate an
emergency need for additional commodities within constraints that
competitors could not reasonably be expected to meet.
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(3) If there 1is adequate justification along the 1lines
described above, a waiver of competition may be authorized to allow the
B/G to negotiate with a prticular firm or individual in accordance with
Handbook 11, Chapter 1, Section 2.4.2.

*®

3. Contracting Considerations

a. General

There are many factors to be considered when deciding which
procurement agent would best be able to provide needed services. The
prospective agents should be told what criteria will be used for
evaluation and what the relative importance of each will be. The
following paragraphs discuss some of the factors that should be considered
in contracting for procurement services whether or not a formal
solicitation document is prepared.

b. Agent’s Capabilities

(1) The most important basis on which to choose a firm to
provide procurement services is its ability to handle all the necessary
work. The capabilities that might be required of an agent include such
varied things as technical abilities, e.g., expertise for writing
specifications and procurement documents and foreign language capability;
financial resources and credit worthiness; a knowledge of industry and
export marketing; and physical facilities to provide quick communications.
A procurement agent should be evaluated only on those capabilities needed
to carry out the required services under the particular project. A
discussion of services which might be included in a procurement services
contract appears in Section 4D3 of this Chapter. Any firm chosen should
be able to assign personnel capable of handling all services covered by
the specific scope of work or explain how such services would be provided.

(2) A selection factor that may be considered an element of
capability is previous experience. An agent may be judged on his/her
previous experience in the general field of procurement, in procurement
for overseas projects, and in some cases it may be particularly important
for the agent to have knowledge of the rules and regulations concerning
AID-financed procurement. This might be true when time is of the essence,
and the agent will be expected to start procurement quickly. Even in
cases where knowledge of AID’'s procurement rules 1is of particular
importance, the weight given to such knowledge should not normally be in
excess of 10 percent of the technical evaluation matrix.

e D coiry
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Previous experience with direct AID or country contracts in itself is
not an appropriate selection factor though experience gained under these
contracts may be considered as evidence of a precurement agent’s
technical capabilities and overseas, regional, and/or country experience.

Further, overseas, regional, and/or country experience should not be
weighted more than 10 per cent of the technical evaluation matrix
without the approval of the Assistant Administrator or Mission Director
under whose authority final award will be made. Depending on the
circumstances involved, other selection factors could include:

-- foreign trade experience, experience in purchasing for
foreign governments, experience in consolidating shipments and making
transportation arrangements,

-- qualifications of key personnel proposed,

-- demonstrated ability to prepare specifications and
invitations for bids,

-- overall reputation for tenacity, effectiveness, and
integrity, and

-- the general organization and responsiveness of the proposal.

(3) In order to evaluate an offeror’s previous experience
from the prespective of it clients, the solicitation for procurement
services should include a request for business references from at least
three present or former clients for whom the offeror has provided
services similar to those being solicited. The offeror should be
requested to furnish in its business references the names, addresses,
telephone and/or telex numbers of the appropriate client contract
persons, and descriptions, values, and periods of the services
provided. The Solicitation document should include a statement
notifying offerors of the intent to verify the business references and
employee biographical data submitted.

(4) The selection panel evaluating the offers submitted under
the solicitation should contact a sufficient number of references listed
by each offeror considered technically acceptable in order to make an
assessement of the experience claimed. The AID project officer will
provide 1iaison to the selection panel to check the performance record
that an offeror may claim with AID.

(5) When considering U.S. offerors for which AID and the B/G
do not have sufficient first-hand information on previous performance,
the AID project officer may obtain additional business data for the
selection panel’s consideration by cabling PPC/CDIE/DI, AID/W. This
office has access to approximately a dozen business data bases, such as
Dun and Bradstreet, Standard and Poor’s, Moody’s, etc. It may be
appropriate to liaise with the appropriate AID country desk officer in
obtaining business data information from PPC/CDIE/DI.
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c. Cost or Price of Services

(1) Cost or price may be a factor in the B/G’s selection of
professional or technical services contractors only when specifically
approved by AID -in accordance with the provisions of paragraph 2.3 of
Chapter 1, Handbook 11. Even when approved, as may often be appropriate
with procurement services, it should not .be a predominant factor.
Nevertheless, whatever the selection process, cost or price should be
carefully negotiated and reviewed to assure that it is reasonable. To
determine a reasonable price for procurement services, it is necessary
to take into account the different services that the agent will be
required to perform. The more services, the greater their complexity,
and the more work required, the higher the cost or price will be, of
course. It may also be influenced by the type, quantity or assortment
of commodities to be procured. When proprietary items are being
procured or sole source procurement is necessary, the effort required by
the agent is likely to be considerably less than when procurement is
unrestricted and fully competitive. Procurement of several hundred line
items valued at $200,000 will 1ikely involve more work than buying a
million dollars worth of one or two items, so the cost or price of the
commodities may not be an appropriate measure of the value of the
procurement services.

(2) Whether or not cost or price is considered as a
competitive selection factor, an independent B/G cost estimate should be
prepared as part of the procurement requirement, and it should be
considered by the selection panel in the ranking of offerors and/or by
the contracting agency in the contract negotiations. In order to avoid
giving an offeror an unfair competitive advantage or jeopardizing the
B/G’s bargaining position, the amount and composition of the B/G’s
estimate must not be disclosed to other than host country and AID
personnel with a need to know.

d. Sample Evaluation

As is noted in the paragraph above, there are many factors to
consider in choosing a procurement agent. When a solicitation document
is prepared, it will be necessary for the B/G to specify what aspects of
a procurement services business will be evaluated and what the relative
importance of each factor will be in ranking the firms which submit
proposals. The evaluation criteria must be included in the solicitation
document so all prospective offerors will know the basis on which they
will be judged. Following is an example of evaluation criteria. The
example assumes that approval has been given to use price as a factor in
evaluating. The criteria in the example will not be appropriate for all
solicitations for procurement services, and the relative importance
givgn 50 each factor will vary depending on the amount and type of work

o de done.
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Sample Evaluation Criteria

The proposals received as a result of this
solicitation will be evaluated based on the
firm’s capability in terms of experience,

‘resources to do the job, and reputation and

the proposed cost or price of the services,
in that order of importance. The factors
will be weighted so that experience will
represent 50% of the total possible score,
Job capacity 30%, reputation 10%, and
proposed cost or price 10%. The individual
criteria to be evaluated under the larger
categories are listed below.

I. Experience in the following areas:

1. Purchasing for foreign governments.

2. Purchasing the types of commodities

involved.

3. Consolidating shipments.

4. Providing delivery services called

for in the solicitation.
II. Job Resources

1. Ability and intention to a551gn
qualified personnel.

2. Ability and intention to perform the

work with its own staff.

3. Current and predictable workload
relative to capacity.

4. Financial resources and stability.
III. Reputation

1. Overall professional reputation.
2. Known cases of prior experience.

IV. Proposed price of services
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e. Conflict of Interest

(1) An additional consideration in contracting is the firm’s
ability to separate its activities as a procurement agent from any
activities which it may carry out as a supplier or supplier’s agent or
representative. Since the agent will be required to follow AID’s
competitive procurement requirements, it must not be constrained by any
agreements to represent suppliers. In sum, the agent must be able to
act free of influence by interests other than those of its principal.
The contract with the procurement agent should provide that the firm
will act exclusively for the B/G in connection with any actions
concerning the contract.

% (2) In situations where the agent may use its own
subsidiaries or affiliates to provide services to the B/G, such as
warehousing, packaging, inspection or freight forwarding, it is required
that these services be included within the contract price or that
specific costs be provided for within the contract between the agent and
the B/G. MS/0P/COMS can provide guidance on the various services
usually required and acceptable cost ranges. If the contract does not
include the use of subsidiaries or affiliates, then the contract should
include a statement that the PSA will not use a subsidiary or affiliate
in the performance of the contract. Where a PSA intends to utilize a .
subsidiary or affiliate for purchases of commodities or
commodity-related services from third parties, the contract should
require the PSA to either post a bond in accordance with paragraph 4C3G,
or specify that any reimbursement to the subsidiary or affiliate for
third party expenses in excess of $2,500 be accompanied by a paid
invoice from the vendor and a certification from the subsidiary or
affiliate that payment has been made. In this regard, it should be
noted that a prepaid bill of lading is not evidence of payment of ocean
or air freight. Otherwise, the agent may have an interest in
contracting with its subsidiaries or affiliates even though such
contracting is not wholly in accord with the interests of its client,
the B/G. The solicitation should apprise offerors of the requirements
for using its subsidiaries or affiliates to provide services under a PSA
contract. 12

(3) To assure that the agent is motivated to act in the best
interest of the B/G, the agent should benefit from its involvement in
the procurement only as provided for in the contract. It should
received its remuneration only from the B/G; any fees, commissions,
discounts or payments received from other parties should be passed on to
the B/G; except that in certain circumstances (e.g., where the agent
provides freight forwarding services or brokers marine insurance), it
may earn those brokerage commission or fees which by law, regulation, or
contractual obligation it may not rebate to the B/G. The agency may be
allowed to retain such payments, but the B/G should take into account

* Revised.
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the potential for the agent’s earning such additional income when it
negotiates the price for the contract. In addition, the agent should be
required to disclose the details of such payments as it does receive.

f. lectio nel

The evaluation of the proposals received will be conducted in
accordance with the B/G’s procedures. Generally, a selection panel
should be convened to review the proposals received in response to the
solicitation. The panel should be composed of B/G personnel
representing the program, contracting, and commodity specialties
involved in the project. Outside specialists may be included as
requirements dictate. Each panel member’s scoring and narrative
evaluation of the proposals and a composite scoring sheet for the panel
should be incorporated as an attachment to the se]ect1on memorandum
prepared by the B/G.

g. Bonding

Bonds or guaranties are not normally required under services
contracts, but it may be appropriate at times to require them in
connection with procurement services contracts. If approval has been
given to use a payment procedure under which the agent will be
responsible for paying commodity suppliers after it has received funds
from AID, a performance bond or guaranty should be required which is
sufficient to cover the largest amount of money advanced to the
procurement agent at any one time.

h. Contract Approval

After the B/G negotiates a procurement services contract in
accordance with Paragraph 3.5.3 of Chapter 1, Handbook 11 (and before
contract signature), the B/G shall submit the proposed award for AID
approval if it exceeds $100,000 (or a lesser amount stipulated in the
Project Implementation Letter). The submission should include the draft
contract, a cost or price analysis that supports the award, the B/G’s
selection memorandum (unless previously submitted), biographical data on
the contractor’s proposed key personnel, any bid protests received and
their disposition, and any other items required by the Project
Implementation Letter. AID Missions may conduct a parallel evaluation
of the technical proposals to verify the validity of the conclusions
reached. AID approval of the award will be based on the adequacy of the
work plan, the reasonableness of cost or price, use of the appropriate
selection procedures, the inclusion of the mandatory contract clauses,
agg t2? overall effectiveness of the contract to accomplish the stated
objective.
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a. ocume

(1) Contract

The relationship between the procurement agent and the
B/G should be spelled out in sufficient detail so that both will know
their rights and responsibilities. There must be an agreement between
the parties as to what each will do. That agreement should be
documented in writing and signed by both parties. A model contract for
procurement services appears in Appendix 4A of Ch. 4. The model is
based on the model in Handook 11, Chapter 1, but modified to apply to
procurement services. The model is designed to provide guidance. It is
not required that its terms be followed except to the extent that
certain clauses are required in all services contracts. The required
clauses are noted in the model. A copy of the completed, signed
contract should be sent to the Office of Procurement (M/SER/OP/COMS)
immediately upon execution. '

(2) Small Value Contract

A contract document is necessary between the B/G and
procurement agent; it may be more or less formalized and detailed,
depending on the amount and cost of the services required. When the
services of a procurement agent are needed for a fairly small amount of
procurement and the cost of the procurement services (as distinct from
the cost of commodities the agent will procure) does not exceed $10,000,
implementation may be facilitated by the use of the short contract
format in Appendix 4B coupled with a PIO/C. A copy of the completed,
signed contract should be sent to the Office of Procurement immediately
upon execution.

(3) The PIO/C as a Contract

The practice which has grown in recent years of relying
on the PIO/C alone to serve as the contract between the B/G and the
procurement agent is no longer acceptable. Use of either contract
format above is intended to take the place of this former practice.

b. ontract Term
(1) General

The more complex the procurement, the more important an
adequate contract is to set forth the rights and responsibilities of
both parties. Good contract terms can help assure smooth functioning of
the work undertaken. To this end, some discussion of contract terms is
included here. Also see the d1scu5510n of clauses in the model
contract, Appendix 4A.
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(2) Scope of York

Perhaps the most important purpose of the contract is to
detail the work to be performed by the procurement agent. The contract
should establish the extent of procurement to be handled by the agent
(whether by time, project, or some other measure) and what types of
services will be required. The specific elements that should be
included in a scope of work are coverd in Section 4D.

(3) ditional Contract Terms

) Contract should contain appropriate terms such as:

S/ payment provisions, a change orders clause, an assignment clause, and
disputes and appeals provisions. In addition, AID has certain
provisions that must be included in the contract. The procurement agent
must be informed of the AID regulations which it is to follow in
procuring commodities. There are other required clauses, such as the
Legal Effect clause, Taxes, and Worker’s Compensation, which must be
included in AID-financed contracts. The model contract in Appendix 4A
contains sample provisions which are suitable for a procurement services
contract. The required clauses are noted. Other clauses are suggested
in order to provide for a commercially sound document and to lessen the
potential for problems in administering the contract.

i c. Subsidjary Documents

(1) Use of Subsidiary Documents

It is not usually possible or desirable to include all
detailed instructions to a procurement agent - such as commodity
specifications, delivery schedules and the 1ike - in the contract
itself. This type of information is generally better contained in a
subsidiary document, appended to the contract if possible. When the
details are not available at the time of contracting, as is likely in
larger, more complicated projects, the contract should specify that the
procurement agent will be informed of detailed commodity requirements
TN through the subsequent issuance of one or more subsidiary documents
S signed by an authorized official of the B/G. Care should be taken to

assure that subsidiary documents do not contradict the contract terms.
Subsidiary documents may be used to make changes in the contract, but it
is important that such changes be made in accordance with the provision
in the contract which governs changes.

(2) Type of Document

The subsidiary documents that provide any subsequent
detailed information may take any appropriate form. However, the use of
the PIO/C (and the form AID 11-94 to provide document distribution
shipping information) is encouraged. The PIO/C is useful because, in
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addition to providing the agent with needed information, it establishes
a record of the agreement between AID and the B/G on the items to be
procured and the amount of funds reserved for that purpose, and it
serves as a financing request. Therefore, it provides the USAID with a
means of monitoring and controlling project implementation. It also has
an established distribution pattern within AID and provides a basic for
follow up and communication among various AID offices, the B/G and the
procurement agent.

5. TIype of Contract

Several types of contracts are suitable for procurement services. .
However, contracts involving compesation to the procurement agent based
on a percentage of the actual FAS or FOB cost of commodities procured,
which were formerly allowed, are no longer acceptable. Suitable types
of contracts include:

a. Fixed Price

A contract specifying a fixed price to pay for the services is
the preferred type. A fixed price gives the agent an incentive for
efficiency and enable the B/G and AID to know with some certainty how
much must be allocated to cover the services. When the requirements can .

be stated with reasonable accuracy at the time of contracting, i.e.,
when the list of commodities and required services is fairly well fixed,
it should not be difficult to arrive at an appropriate fixed price. A
change orders clause in the contract provides for adjustment of the
fixed price should the work requirements change substantially. It may
be appropriate in certain cases to pay for some services at actual cost
rather than including them in the fixed price. For example, if the
agent is responsible for having commodities inspected by an independent
inspection company when the B/G requests, it would be appropriate to pay
for the reasonable costs of inspection as incurred. It is appropriate
in this case, because the agent does not have any idea at the time of
contract negotiation how often the B/G will request such inspections.
The contract should state that all the required services will be

included in the contract price except for those items which are

specifically mentioned as being reimbursable at cost.

b. Cost-Plus-Fixed-Fee

When the required services cannot be sufficiently defined to
use a fixed price contract, a cost-plus-fixed fee contract is
appropriate. The costs of performing the services (salaries, other
direct costs, overhead, etc.) are paid to the agent at actual cost. A
fixed fee, representing the agent’s profit, is determined based on the
estimated scope and difficulty of the work. This system has not been
used by procurement agents to any extent and could be quite difficult to
administer. Many potential procurement agents would not be familiar .
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with the requirements for keeping strict records of their costs. The
agent would have to use an accounting system which follows generally
accepted accounting principles, and system should be approved before the
contract is signed to assure that the costs charged by the agent will be
proper and accurate. Such a contract would have to include a lTimitation
on costs that could be reimbursed so as not to exceed the money
available to cover the services.

c. Incentive Fee

An incentive fee arrangement may be used with either fixed
price or costs type contract. Under this arrangement, the amount of the
agent’s fee is increased if its performance results in cost or time
savings to the project. The development and administration of incentive
fee arrangements is complex and requires great care but may be worth
considering when the potential for savings is great. The Office of
Procurement should be contacted for assistance and further guidance.

d. Indefinite Quantity Contracts

Most contracts will be written to cover a specific scope of
work, and the contract will be priced as a whole. However, there may be
times when an indefinite quantity contract is desirable. In such cases,
a method of pricing would be included in the basic contract, and each
work order placed under it would be priced separately in accordance with
the basic contract provisions. The contract should contain a guranteed
minimum fee for the procurement that the agent will be requested to
undertake, which may be the first work order or PIO/C that is issued
with the contract. An approximate maximum amount should also be
specified in the contract. '

e. Cost Plus Percentage of Cost

A solicitation or contract specifying a cost plus percentage
of cost payment arrangement is NOT acceptable for AID financing of the
procurement services or the commodities procured.

0 Work
1. General

As was pointed out in the general discussion of the contract, one
of the most important purposes of a contract is to delineate the scope
of work to be performed by the procurement agent. This section covers
in more detail the items to be included in a scope of work. Two general
categories to be covered in the scope of work are the extent of the
contract and the types of services required.
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2. Duration of Contract

There are two basic ways in which the duration of the contract can
be difined - time and quantity (e.g., project requirements). Most
contracts will be defined or limited in terms of both time and quantity.

a. Time

(1) In some instances it may be difficult to establish a
specific time for conclusion of a contract. The major portion of an
agent’s work may be accomplished upon shipment of the commodities,
however, there is often reason to extend the contract beyond shipment.
The agent’s assistance may be necessary in correcting deficiencies or
mistakes in shipment and in pursuing insurance claims. These
considerations should be takea into account when establishing a contract
completion date.

(2) There may be instances where the B/G wishes to hire a
procurement agent not just for a particular project, but to undertake
all of the B/G’s AID-financed procurement for a certain amount of time,
i.e., a requirements contract. A B/G may also wish to hire an agent
under an indefinite quantity contract where the B/G could request
procurement assistance as it desires during the time the contract is in
effect. In these instances the length of the contract is quite
important, and procurement should be initiated in sufficient time to
allow their completion within the contract period.

b.  Quantity

Contracts for procurement services are generally limited in
terms of the quantity of procurement that will be required. While the
exact commodities to be procured may not be known when the contract is
prepared, the general categories will be known and an approximation of
the cost will be available. The scope of work should specify whether
the agent will be handling the procurement for just a portion of a
project, for the whole project, or perhaps, for more than one project.
The contract should also make clear that the agent will handle all
procurement transactions within the scope of work regardless of the size
of the transaction or the value of individual items. The reason for
this is to avoid having the agent undertake only the most desirable or
profitable procurement.

3. Services Required

The services that may be required of a procurement agent will
differ to some extent depending on the circumstances. The following
paragraphs discuss some of type of activities that a procurement agent
might be requested to undertake. Careful consideration should be given
to the types of work that might be required of an agent for a particular
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project. An important thing to remember is that the required services
should be well defined in the Request for Technical Proposals so that
the offerors will have adequate knowledge upon which to base their
offers. This is not meant to be an exhaustive 1ist of services that an
agent might perform, merely a discussion of some of the important
categories of services. There may be other services required for some
projects that are not covered here.

a. Commodity Requirements

In some cases a B/G may wish to hire a procurement agent at an
early stage of the project -to take on some of the work involved in
defining the commodity requirements. This is the type of work that, in
a capital project, a consulting engineer might be called upon to do. If
there is no appropriate technical consultant for the project, the
project implementation agency may decide that it would be beneficial to
use a procurement agent. This type of procurement assistance will most
1ikely be needed for a project which involves something such as a
research facility, medical clinics, or schools. In such a case, the
procurement agent chosen might well be a company with extensive
experience in the particular field that could help in determining what
¥1nd? o§ equipment and supplies would be necessary for the particular

acilities.

b. Specifications

A procurement agent may frequently be called upon to provide
assistance in developing or modifying specifications. At the project
development stage, the only specifications available are often catalogue
descriptions or merely brand name identifications. When that is the
case, the agent could be asked to develop more complete specifications
which will allow more open competition and probably result in Tower
prices.

c. Purchasing
(1) Required Commodities

The major responsibility of the procurement agent is to
purchase, for the account of the B/G, the commodities needed by the
B/G. In order for the agent to do its job, it must be informed
specifically what commodities are to be purchased and the quantity of
each. In some cases, the specifics are not yet known at the time of
contracting with the procurement agent. When that occurs, the agent
should be given available information so it will at least have an idea
of the types and amounts of commodities that will be required, and a
system should be established at the time of contracting to provide the
specific information when it becomes available. This is one situation
where the PIO/C might be useful as a subdocument to the contract. The
PIO/C can be issued pursuant to the contract to provide details on the
commodities to be purchased.
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(2) Procurement Rules

(a) Another aspect of purchasing that must be covered in
the scope of work is the method to be used by the procurement agent in
purchasing the commodities. It is AID policy that when the B/G hires a
procurement agent to purchase commodities on its behalf for an
AID-financed project, the agent must follow the same rules that the B/G
would; it must procure in accordance with AID Handbook 11, Chapter 3,
"Procurement of Equipment and Materials.”™ The scope of work should
inform the agent that Chapter 3 of Handbook 11 will apply to the
commodity purchases.

(b) In addition to informing the agent of the
applicability of Handbook 11, Chapter 3, the B/G is responsible for
providing specific instructions to the agent whenever the rules of the
Chapter depend on specific provisions in the project agreement. This
means, for example, that the agent must be informed of the authorized
geographic source for procurement of commodities and transportation.

The B/G will also need to give instructions regarding the implementation
of cargo preference requirements. To simplify requirements in small
contracts, the B/G decides to instruct the procurement agent to arrange
all shipments on U.S. flag vessels.

d. FolJow

The purchasing process includes more than just placing orders,
and waiting for the goods to be delivered. Part of the agent’s
obligation is to assure that the correct goods are delivered in a timely
manner. The agent should follow up with the suppliers to assure that
procurement moves smoothly. If minor problems arise, the agent may be
able to provide some assistance. If a major complication arises that
could delay or prevent delivery, the agent should be aware early, so
that a timely decision can be made to terminate and reprocure when
necessary.

e. Qohso]jdgting and Packing for Shipment

It is 1ikely to be of considerable benefit to the B/G to have
the procurement agent consolidate goods or arrange for consolidation by
a freight forwarder. The agent can arrange for goods to be delivered to
its, or the forwarder’s, warehouse prior to shipment date. At the
warehouse, any repackaging or export packing necessary can be
accomplished by the agent or forwarder, and the goods from several
suppliers can be consolidated for shipment. Through consolidation of
shipments it may be possible to ship in containers, thus reducing the
potential for loss through pilferage, poor stowage or handling, or
misdelivery. Consolidation may also provide an opportunity for a more
favorable freight rate. -
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f. Arranging Shipment

(1) One of the services that a procurement agent should
provide is arranging for shipment of the goods to the cooperating
country. A procurement agent may not itself book the freight, effect
customs clearance, arrange for pier delivery, issue bills of lading,
etc., unless it holds a valid license issued by the Federal Maritime
Commission as foreign freight forwarder. However, because of the nature
of its business, a procurement agent will generally have a close working
relationship with a foreign freight forwarder that may be appointed to
attend to all the forwarding details.

(2) A procurement agent is in a central position and may be
able to provide reduced ocean transportation cost by negotiating a
“project freight rate" or a favorable commodity rate with a carrier or
the appropriate shipping conference. The procurement service agent may
request its appointed freight forwarder to undertake such negotiations
and/or may wish to consult with the Transportation Division of the
Office of Procurement (MS/OP/TRANS) for guidance.

(3) Unless explicitly authorized in writing by AID in
advance, the procurement agent and its forwarder shall not designate AID
as "shipper" on any bill of lading or any other document. *

(4) When necessary, the procurement agent may obtain waivers
of the flag of registry shipping requirements to utilize ocean transport
vessels other that those listed in the PSA contract or implementing
PIO/C. Waiver requests should be prepared in accordance with AID
Handbook 1B, Chapter 7B4 and submitted to MS/OP/TRANS (Telex no. 248766
COM UR or FAX No. 703/875-1119) for approval.

g. Inspection and Testing

Inspection and testing prior to shipment can help prevent the
need for costly and time consuming corrections once the equipment
reaches its destination. It can be quite beneficial to have the
procurement agent undertake some inspections or arrange for independent
inspections. When the procurement agent receives goods prior to
shipment, it should be responsible for conducting a visual inspection of
the material to check for breakage and to assure that the correct
commodities, in the correct amounts, are delivered to the B/G. In some
cases, it may be advantageous to provide for more complete inspection
and testing of commodities. The agent can be made responsible for
hiring an inspection company when such inspection is required. The
contract with the procurement agent should carefully spel!l out what type
of inspections will be required, to what extent the agent will be
responsible for conducting or arranging the inspections, and whether
such costs are included in the agent’s fee or are extra.

% Revised
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h. Overseas Services

Procurement agents may be used to provide certain kinds of
services in the host country itself or in third countries. For example,
in the case of landlocked countries, assistance may be needed in an
ocean port of discharge to handle customs clearance, temporary
warehousing, and inland delivery. Usually, however, it will be costly
and inefficient for the procurement agent to send someone overseas to
provide these services; they almost always can be better handled by an
entity established in the area where the services are needed.
Procurement agents may have connections with such entities through which ‘
the services can be arranged. Normally, the B/G makes separate
arrangements for such services and informs the procurement services
agent. No matter how the services are to be arranged, the requirements
should be specified in as much detail as possible, and the costs should
be negotiated carefully.

i. Handling Claims

An additional responsibility that the procurement agent may
assume is handling claims for lost or damaged cargo. The procurement
service agent is generally in a better position to pursue claims because
of its location and its background information on the transaction,
although the B/G will have to provide the agent with the information
concerning the loss or damage which is necessary to pursue the claim.

J. Status Reporting

One of the services that the agent should provide is regular
reporting to the B/G on the status of the procurements which it is
undertaking. The timing of commodity inputs can affect the
implementation of other aspects of a project and it is important that
the implementing agency of the B/G know when commodities are scheduled
to arrive, in order to know how to proceed with other work under the
project. Status reports provide a means of monitoring the progress of
the procurement agent. A monthly report is most common, because it
updates the status often enough to be useful without overburdening the
agent with reporting requirements.

k. Training

(1) Training in procurement and logistics can be an important
adjunct to a procurement services contract. By upgrading the skills of
B/G officials, the B/G will be better able to manage future procurements
itself. The B/G may wish to include a provision covering procurement
training in a procurement services contract. Of course, arrangements
for procurement training may also be made separately.

(2) When required, training in how to operate and maintain
equipment being purchased should normally be included in the purchase
contracts with equipment suppliers.
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4. Miscellaneous Requirements

There are other things that should be addressed in the scope of
work that cannot be strictly defined as required services. Some of
these miscellaneous requirements are discussed below.

a. Economies in_Procurement

One point to be covered concerns the way in which the services
are performed. It should be stressed in the scope of work that the
agent is expected to pursue economies in the procurement process -
particularly through improved specifications and through soliciting and
buying from producers or sources involving the smallest markups, but
also through consolidating shipments, obtaining project freight rates,
and other sound purchasing practices. It should be the goal of the
agent to buy as economically as possible consistent with the
requirements of the project. The agent should not rely solely on
advertising in Department of Commerce or AID publications to obtain
competition, but should assure that competition actually occurs by
soliciting appropriate sources even though this may mean more work for
the agent and is more time-consuming.

b. Approvals

In addition to the required AID approvals stipulated in
Handbook 11, Chapter 3, there may be other approval requirements which
AID had imposed on the B/G concerning which the agent must be informed,
and frequently the B/G may desire some approval rights of its own. All
of the necessary approvals should be spelled out in the contract. The
agent skould be given specific instructions as to whom it should contact
and the procedures for obtaining for approvals.

c. PRequired Provisions in Commodity Contracts

Chapter 3 of Handook 11 has Timited number of clauses which
are required by AID to be included in commodity contracts. There are
many additional clauses suggested in the Chapter in order to provide for
a commercially sound document, and there are others that are useful only
in certain circumstances. The procurement agent will normally use its
own judgement in determining what clauses, in addition to the required
ones, should be included in a commodity supply contract. If the B/G
wants to insure that certain clauses and provisions are included, it can
set some guidelines or requirements in its contract with the agent. For
example, the B/G may want to have the supplier’s or manufacturer’s
warranty included for certain equipment, or an independent inspection
and testing provision may be appropriate. The B/G may also want to
insure that termination clauses are included in high value contracts.
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d. Communications

Communications between the B/G and the procurement agent
should be covered in some detail also. Much communication will probably
be necessary concerning specifications, awards, approvals, arranging
deliveries, following up on problems, etc. There should be a clear
understanding of when commercial cable or telex communication is
necessary and when international airmail or courier service will be
acceptable. The use of AID channels is discouraged and should be
allowed only when the USAID considers this to be essential.

e. Relationship of B/G, Agent and AID

As part of the contract, whether in the scope of work or
elsewhere, the agent should be told which B/G personnel it will be
dealing with and who will be authorized to issue purchase requests. In
addition, there are 1ikely to be approval and waiver requirements which
involve AID. The B/G should specify the agent’s responsibility for
contacting AID. In spite of the potential contacts with AID and the
requirements for approvals, the agent should be aware that the B/G, not
AID, is its client, and that the agent’s authority comes from the B/G.

Unless explicitly authorized in advance, the procurement agent and its
forwarder shall not designate AID as a shipper on any bill of lading or
any other document, nor shall they in any other way hold themselves out
as legal "agents" of AID. Further, the procurement agent and its
forwarder shall take such steps as are necessary to inform all parties
with which they deal relating to its PSA contract, whether direct or
host country, that they are not authorized to act as legal agents for
AID and are not purporting to act in such capacity.

Payment Provisions and Procedures

1. Introduction

The payment provisions of the contract must establish in clear and
contrete terms:

a. What specific amounts are to be paid or precisely how the
amounts are to be computed, for what categories of services and
commodities.

b. What limitations, terms, and documentation requirements apply
to the payment(s), including whether partial payments are authorized.

{: Revised
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c. When payment can be claimed. (This is usually the occurrence
of an event rather than a specific date. Payments must be effectively
linked to the performance of the services and must not exceed the value
of the services performed prior to the disbursement of funds, unless the
contract specifically authorizes cash advances.)

d. What procedures and mechanisms are to be used for 6btaining
payments for the services and the commodities.

To keep these elements in order, to provide flexibility, and to prevent
confusion, payment for: (1) the services of the procurement agent, and
(2) the commodities and commodity-related services purchased by the
procurement agent must be considered and provided for separately. The
inclusion of a budget in the procurement services contract is
recommended as this will usua]]y clarify what is intended. Payment
provisions are discussed in more detail below and are 1]1ustrated in the
model contract in Appendix 4A.

2. Payment for Procurement Agent’s Services
a. General

A direct L/Com issued by the USAID is the mechanism of payment
for the agent’s services under any type of procurement services
contract, unless the Accounting and Division of the Office of Financial
Management (FM/A/LC) agrees to issue the direct L/Com from AID/W. The
amounts of individual payments, Timitations and documentation
requirements, and the timing of payments depend on the type of contract
used and the negotiated agreement between the procurement agent and the
B/G. Thus, wide variation is possible. In any case, the procurement
agent is usually not willing to wait until the completion of all work
befure being paid at lTeast a portion of the fixed price for its services.

b. Fixed-Price Contracts

The amounts paid can be based on a formula or payment schedule
tied to stages in the procurement process for the various items
purchased. The payment schedule should be designed to Timit payments to
the procurement agent so that, at no time, is the procurement agent paid
faster than or in advance of the performance of services. Typically, a
portion of the fixed price is paid at the time purchase orders or
contracts are placed, a portion is paid at the time of shipment, and a
smaller, final portion is paid when all work is completed. AID’s cash
management policies 1imit the situations in which advance payments,
prior to and without reference to completion of any work. may be made.
The model contract in Appendix 4A of Ch. 4 contains language based on
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the above concept. It should be adapted to fit the needs of the
particular situations. The documentation for payment is the procurement
agent’s invoice supported by copies of relevant purchase orders or
contracts or suppliers’ delivery documentation, as applicable, in
addition to other documentation, including B/G certification that
services have been performed, which is required under Chapter 1 of
Handbook 11.

c. Cost-Plus-Fixed Fee Contracts

Payments are made in the amount of actual costs are based on
the procurement agent’s invoices supported by other documentation
required under Handbook 11, Chapter 1, and are submitted periodically
(not more often than monthly) for costs which have accrued over the
period. Limitations for various categories of costs or line items
(e.g., salaries, overhead, travel and per diem, warehousing, packaging,
and inspection) are spelled out in a budget. The amounts for the fixed
fee portion of the contract are paid on a fixed schedule or in a
specified proportion to the salary and overhead costs. The fee payment
schedule should be constructed so that an adequate portion of the fee is
held back until the latter part of the performance period in order to
provide an incentive to the procurement agent to satisfactorily complete
all work.

d. Mechanism and Procedures for Payment

The mechanism used for paying the agent is a direct L/Com
covering only the services which are the responsibility of the
procurement agent. Under the direct L/Com mechanism, the USAID issues a
direct L/Com to the procurement agent who submits the required
documentation to the USAID when requesting payment. If the USAID does
not have a controller and is unable to issue the L/Com itself, it may
request FM/A/LC to do so. The L/Com is opened on the basis of a
financing request, and a copy of the contract must be included with this
request so that the L/Com will not conflict with the contract. For a
very small contract, normally where the cost of the agent’s services,
the commodities, and the commodity-related services does not exceed
$10,000, the agent may be paid under the same L/Com as the commodities.

3. Payment for Commodities

a. General

Payment for commodities and commodity-related services is made
at invoiced prices based on documentation specified in Chapter 3 of
Handbook 11, including the Form AID 1450-4, and is made at the time of
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shipment or, if goods are being consolidated for shipment, at the time
of delivery to the agent. The usual mechanism for payment is a bank
L/Com with subsidiary letters of credit issued to suppliers based on
requests from the procurement agent who is designated the approved
applicant. Exceptions are: (1) for small purchases for which individual
letters of credit would be prohibitively expensive, the L/Com will
provide for the agent to be reimbursed for the purchases it makes; (2)
for large value purchases, where the bank charges would be very
expensive relative to the function, consideration should be given to
having AID issue a direct L/Com to the commodity supplier; and (3) for
very small procurements, e.g., when the agent’s fee and the commodity
costs are only a few thousand dollars, USAID’s may pay both the agent’s
fee and the commodity costs under a direct L/Com, provided the agent is
required to present paid invoices from commodity suppliers before being
reimbursed for commodity costs. The basis for AID’s issuing any L/Coms
is a financing request from the B/G. When a PIO/C is used as the
implementing document, it may serve as the financing request provided
sufficient details are included. Otherwise, a separate financing
request is used. USAID’s should minimize the number of financing
requests and letters of commitment used under a single project so as to
avoid burdensome and unnecessary paper work. Therefore, in
circumstances where it is anticipated that a series of procurement
instructions or PIO/C’s will be issued to a procurement agent under a
single contract, a single initial financing request should be prepared
that will cover all of the anticipated procurement.

In order to monitor compliance with AID’s requirements for publicizing
procurement transactions, the financing request or PIO/C requesting the
issuance of a letter of commitment should be processed only after the
PSA has provided a copy of the required publication notices(s), or other
evidence that the applicable publication requirements have been met, for
the items to be financed under the L/COM.

b. Bank L/Com with Procurement Agent Designated Approved Applicant

(1) This procedure has not been extensively used in the past,
but it is now the prescribed method because it relieves AID of some
banking functions. It also assures suppliers of prompt payment and
relieves them of concern about the credit worthiness of the procurement
agent.

(2) Under this mechanism, FM/A/LC issues an L/Com to the bank
designated by the B/G in the financing request. (Although designated by
the B/G, the procurement agent’s preference should be guiding). The
procurement agent is named as the Approved Applicant and as such,
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requests the bank to issue letters of credit to individual suppliers.
Suppliers receive payment from the bank upon submission of required
documentation. However, for small value items (normally transactions of
$2,500 or less for which a Supplier’s Certificate (AID 1450-4) is not
required), the bank L/Com will provide that the procurement agent can
purchase small items with its own funds and be reimbursed every month or
so as necessary upon presentation of paid invoices to the bank. In all
cases, the bank is reimbursed by AID upon submission of the
documentation with a voucher, Standard Form 1034, to AID/W-M/FM/PAFD’s
New York Certifying Office. ’

(3) FM/A/LC requires that both the PSA contract and the
implementing PIO/C or Financing Request be provided prior to issuance of
the bank L/Com. This is to insure that funds are available, the L/Com
conforms to the AID Geographic Code and PACD, etc. These documents
should be sent to MS/0P/COMS for distribution.

c. Direct L/Com’s to Suppliers

(1) This mechanism should be used only for very large
purchases from a single supplier because, used otherwise, it becomes an
intolerable paperwork and coordination burden on AID to issue many small
L/Coms and to process payments to many different suppliers. This would .

be appropriate for bulk commodities and large equipment purchases when
the value is greater than $500,000. It may be used in combination with
other mechanisms when a procurement agent is respsonsible for one or
more very large purchases among a myriad of smaller ones. If the B/G
has issued a financing request covering all the commodity precurement to
be undertaken by the agent, the agent can merely request FM/A/LC to
issue a direct L/Com to the successful supplier. In this case,
coordination with the procurement agent is required in order to control
the total of outstanding commitments within the total amount covered by
the financing request. If there is no overall financing request, the
B/G must submit a financing request covering the specific transaction.

(2) Under a direct L/Com the supplier submits the required
documentation to the specified AID disbursing office which arranges for
payment to the supplier. In addition to the documentation called for
under Chapter 3 of Handbook 11, the supplier should be required to send
copies of its invoice and bill of lading covering the transaction to the
procurement agent.
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4. Special Considerations
a. Payment for Additional Services

(1) For procurement services contracts other than
cost-plus-fixed fee type, it is important to differentiate between those
services which are to be performed by the procurement agent and paid for
as part of the agent’s remuneration and those services which are merely
to be arranged by the procurement agent. Charges for services arranged
by the agent may be paid for over and above the fixed price. For
example, if a procurement agent is to inspect commodities as part of the
scope of work under a fixed price contract, it should be clear that it
receives no additional compensation for performing the inspections. On
the other hand, if the procurement agent is to arrange inspection by and
independent firm whose charges are to be paid as an item over and above
the fixed price paid to the procurement agent, then this should be
specifically provided for. A limitation on the amount of such extra
inspection charges should be specified in a contract budget. Similar
considerations should be given to such services as warehousing and
packaging.

b. Document Handling Fees

In the past, when procurement agents handled payments to
suppliers under direct L/Com’s from AID, they were generally paid a
small document handbling fee for each transaction. Since payments to
suppliers will now be handled under bank L/Com’s, there is no reason to
provide for documentation fees for procurement agents. If a procurement
agent does handle payments to suppliers, any such fees should be
carefully controlled because they provide a disincentive to reduce
paperwork and to consolidate requests for payments.
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Appendix 4A

Guidance Notes for Use of the
Model Contract for Procurement Services

This model contract is intended as guidance for preparing a contract document
to record an agreement hetween a host country and a procurement agent. The
model is written to cover a situation where procurement services are being
hired for an entire project, but all detailed commodity requirements are not
established at the time of contracting. Accordingly, PIO/C's or other
purchase requests will be issued to the agent as commodity information becomes
available.

The scope of work and the payment provisions in Article I and Article II of
this contract are unique to procurement services contracts, but the general
?rovisions in Article III are, for the most part, taken directly from Chapter

of Handbook 11, "Procurement of Professional and Technical Services". The
sample clauses in each Article are discussed below.

CONTRACT CLAUSES

Introductory Section

This section identifies all the parties to the contract, indicates their
willingness to enter into the contract, and covers the time of contract
completion.
Definitions

Definitions are provided to enable to use of shortened references in the body
of the contract without sacrificing clarity or understanding.

Article 1 - Scope of Work

A. Project and Commodity Identification

This clause identifies the project for which the Agent will be providing
services and indicates the amount of procurement the agent will be asked to
undertake. In this sample, the Agent's services are hired for procurement of
all the required commodities for the project.

B. Required Procurement Services

The services that will be required of the procurement agent should be
spelled out as accurately and in as much detail as possible. The agent should
know what it will be expected to accomplish. The model provides some ideas
for slightly different requirements that might be adapted for different types
of commodities.
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C. Commodity Requirements

The model clause eliminates the need to specify in the contract all of the
commodity requirements. If a fixed price contract is desired, sufficient
commodity information will have ta be provided in order to develop a
reasonable price. If the contract is to cover a specific amount of
procurement which is known at the time of contracting, the information can be
included in the contract. Commodity requirements should include the required
delivery schedule. If not firm at time of contracting, it should be included
with subsequent purchase requests.

D. Procurement Rules

The Agent must be told what procurement rules it will have to follow. An
agent will normally be required to procure in accordance with Chapter 3 of
Handbook 11, just as the B/G would be required to do. The Agent must also be
informed of the authorized geographic source. The model states separate
geographic source requirements for commodities, ocean transportation and
marine insurance, and air transportation. The model assumes that the project
is being financed by a grant to one of the relatively least developed
countries since this illustrates the greatest variation in geographic source
requirements.

E. Economies in Procurement

The purpose of this clause is to emphasize the Agent's duty to buy
economically. If the Agent fails to exert best efforts to obtain the lowest
available competitive price, it may be in breach of contract.

F. Cargo Preference

One of the responsibilities of the Buyer under the terms of its Project
Agreement with AID is to assure that cargo preference requirements are met.
The Buyer must in turn include a provision in the contract to inform the Agent
how to handle cargo preference requirements.

G. Communications

In addition to coverage of general communication requirements, this clause
describes the type of periodic status report that the Buyer wants to receive
and how the reports should be forwarded. The need for expedient communication
concerning procurements is stressed.

H. Contract Administration

This clause places additional emphasis on the Agent's duty to monitor
suppliers' performance and expedite deliveries.
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I. Required Clauses in Commodity Contracts

The Agent is informed that all the required clauses in Chapter 3 of
Handbook 11 must be included in contracts for commodities. Any additional
clauses which the Buyer wishes the Agent to include in commodity contracts
should be specified.

Jd. Insurance Claims

The model clause on required services specifies that the Agent will be
responsible for handling insurance claims. This clause provides the necessary
details on how the claims will be handled.

K. Approvals and Award Notices

Requirements for the Agent to obtain the Buyer's approval are detailed in
this clause. The clause also states that the Buyer will be responsible for
obtaining AID approval when necessary. If the Buyer wishes the Agent to
submit any documents for approval directly to the USAID, it should be stated
here. The Buyer may insert additional approval requirements if it so
desires. For example, it might specify that awards for particular items or
for amounts less than $100,000 are to be approved by the Buyer.

This clause also covers AID's award notification requirements which are
designed to insure that the Congress is informed of large awards and that the
O0ffice of Small Business is informed of formal competitive awards so that it
can publish them in AID Bulletins. Since such notification is primarily the
USAID's responsibility, the model clause suggests that the Agent inform the
USAID of the award information. The USAID can then provide it to Small
Business and Legislative Affairs. USAID's may request Buyers to modify the
clause if they would rather have the Agent notify Small Business and
Legislative Affairs directly.

L. Clearance Documentation

The Buyer will need certain documents to arrange for release of the cargo
and to obtain customs clearance. Those documentation requirements should be
listed in this clause. If the USAID needs copies of the clearance
documentation, those requirements should also be set forth. The form AID
11-94 can be used to provide document distribution instructions, either as an
attachment to the contract or with separate purchase requests.
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Article II - Payment

A. Budget

Since there is a limited amount of money available under any agreement,
the Agent needs to be informed of the budget allotments for the commodities
and related services. If not handled through some other channel, the amount
available to cover banking charges could also be set out in this budget. The
budget in this model also provides information on the commodity categories and
estimated number of line jtems and cost. This information delineates the
scope of the procurement required by the contract. The requirement for the
Agent to notify the Buyer when a certain percentage of funds has been
obligated allows the Buyer the opportunity to reallocate funds if necessary.

B. Payment for the Agent's Services

1. Price

This section specifies the total price that the Agent will earn for
performing the services called for in the Scope of Work. If there are any
services for which the Agent will be reimbursed at cost, those items should be
specified along with the amount availablie to pay for them. In the model
contract, all additional services are to be paid under the bank letter of
commitment covering commodities and related services, rather than having the
Agent pay for them and be reimbursed. Payment to the Agent should not permit
additional amounts for document handling or transaction charges.

2. Payment Schedule

The schedule for making payments for the services should be tied to
objective indicators of work accomplished, such as the ordering and shipment
of commodities. The sample clause includes a retention of 10% to be paid when
all work is completed. While a retention is useful in large value contracts
that involve complex procurement, it is probably unduly complex for a small
value contract. The payment process can be simplified by providing for a Tump
sum payment upon shipment of the commodities or an appropriate percentage upon
shipment of complete line items. When the contract is relatively small or is
not expected to extend over a long period of time, this would be particularly .

appropriate. AID's cash management policies limit the situations in which
advance payments, prior to and without reference to completion of any work,
may be made.

3. Documentation

The documentation requirements are those imposed by Handbook 11,
Chapter 1, including the Contractor's Certificate, form AID 1440-3, plus the
documents necessary to show partial performance of the Scope of Work. The
certification requirements for partial payments and final payment under
Handbook 11, Chapter 1, are to be included.
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4. Mechanism for Payment

A direct Letter of Commitment issued by the USAID to the Agent, as
covered in the sample clause, is the normal mechanism for payment. If the
USAID does not have a Controller and FM/A/LC has agreed to issue the Letter of
Commitment, the B/G should still submit its Financing Request through the
USAID. It is not necessary to change the clause.

C. Payment for Commodities and Commodity-Related Services

This section provides information needed by the Agent to arrange for -
payment for commodities and commodity-related services as required in the
Scope of Work.

1. Amount

This section indicates that the commodities and the
commodity-related services which are not covered by the fixed price paid to
the Agent will be paid at the price agreed to by the Agent and supplier of the
commodity or the commodity-related service.

2. Payment Schedule

This section indicates at what point suppliers of commodities and
commodity-related services should be authorized to claim payment. When the
Agent will consolidate goods for shipment, suppliers are not responsible for
delivery to the Agent. Unless there is a specific stipulation to the contrary
in the request to issue a Letter of Commitment, such payment arrangements will.
be authorized under the bank Letter of Commitment issued by FM/A/LC.

3. Documentation

Documentation requirements for suppliers, including the mandatory
"Supplier’s Certificate and Agreement for Project Commodities" are indicated
here by reference to Handbook 11, Chapter 3. Since specific requirements for
commodity-related services are not stated in Handbook 11, Chapter 3,
appropriate documentation for such services is set forth in the clause.

4. Mechanism for Payment

The payment mechanism is a single bank Letter of Commitment with
subsidiary letters of credit. Unless specifically instructed to the contrary,
FM/A/LC will include language in the Letter of Commitment allowing the Agent:
(1) to issue letters of credit to freight forwarders to finance
commodity-related services called for under the contract and (2) to pay
suppliers directly for small dollar value purchases and be reimbursed by the
bank upon submission of the supplier’s documentation, including evidence that
the supplier has been paid. If it is expected that there will be a
procurement large enough to merit the use of a direct Letter of Commitment to
the supplier, the clause should cover that mechanism also. %

X% Revised
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Article III - General Provisions

A.  Ledal Relationships
1. ionshi rties
The Agent’s duty to act for the Buyer is spelled out, and the Agent
is told from whom it should accept instructions. The names of all officials
of the Buyer who are authorized to issue instructions to the Agent should be

named. If their authorities differ, this provision should include the
specific authorities for each.

2. Legal Effect of AID Approvals and Decision
This is a required clause and must be used verbatim.

B. Nationality of Procurement Agent

This is a required clause. Because of the complexity of the subject,
any changes should be very carefully worked out. As the clause itself states,
these rules apply only to the Agent and any subcontractors the Agent hires to
provide services other than commodity-related services.

C. Source and Nationality of Commodities and Commodity-Related Services

This clause is not required but should be included to reemphasized the
special requirements of source and nationality for all commodities and
commodity-related services to be procured.

D. Air Travel and Transportation

This is a required clause and should be used verbatim; except that when
Code 941 is the authorized source under an AID Loan, the references to "U.S.
flag air carriers" should be changed to "U.S., Host Country, or Code 941 flag
air carriers" and the definition of terms should be changed accordingly. If
no ?15 Eravel or transportation will be authorized, the clause need not be
included.

E. Conflict of Interest

This clause should be included to put the Agent on notice of its duty
not to be influenced by, or give the appearance of being influenced by, any
interest other than those of its client, the Buyer.

F.  Jaxes

This is a required clause, but it may be adjusted as necessary to fit
the circumstances in the host country.
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G. Audit and Records

This is an optional clause, but it is a sound contracting procedure for
the Buyer to have such audit rights. It has particular significance in a cost
reimbursement type contract where the need to audit prices would arise.
Regardless of rights retained here by the Buyer, AID derives certain audit
rights from the form AID 1440-3, Contractor's Certificate, which is required
to be submitted by the Agent in order to receive payment.

H. Change Orders

The inclusion of a clause providing for change orders allows adjustments
in the contract provisions to be made quickly when necessary. The more formal
requirements necessary for amending the contract can be completed after the
change order is issued. In a fixed price contract for procurement services
when the commodity requirements are not yet set, the possibility of change
orders, and corresponding equitable adjustments, is great. This contract
attempts to avoid the need for subsequent minor adjustments by specifying a
likely range of line items within which no adjustment will be made. The range
should not be too great, however, or the Buyer may pay too much, or the Agent
may be undercompensated.

I. Amendments

The clause allows for amendments to the contract and spells out
requirements for AID approval.

J. Assignments

This clause 1imits the Agent's right to assign its obligations under the
contract without the written consent of the Buyer and AID. The Buyer should
be aware of such changes. Reference to AID should be deleted if AID does not
want to approve assignments. The clause may also include the right to approve
any assignment of the Agent's right to receive payment. However, such
assignments are generally of less concern to the Buyer and AID than an
assignment of obligations.

K. Suspension of Work

L. Termination by the Buyer for Convenience and

M. Termination by the Buyer for Default

The clauses provide for suspension or termination of all or a portion of
the contract. The clauses are important for good contract administration.
The time periods specified are merely suggestions.

The Termination for Convenience clause goes into considerable detail on
how termination and subsequent claims will be handled. The Agent will know in
advance what its obligations and rights to compensation will be in the event
of a termination for convenience.
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The Termination for Default clause is shorter than the one appearing in
Chapter 1 of Handbook 11. The longer clause might be useful in a very
sizeable or complex contract when a default termination could be quite
complicated.

N. Force Majeure

This clause excuses an agent's inability to perform which results from
events beyond the control of the Agent. The clause provides for an orderly
modification or termination of the work and the contract in the event a force
majeure continues to impede performance for a stated period of time.

0. Report of Delays

This clause places responsibility on the Agent to notify the Buyer of
known factors which may delay the work and possibly interfere with the
contract schedule.

P. Disputes

This clause sets out a procedure for resolving disputes and provides for
the creation of a written record. The clause suggests an informal settlement
procedure before going to formal arbitration since the latter can be extremely
time consuming and costly. While the sample clause suggests using the
arbitration rules of the International Chamber of Commerce, other arbitration
rules may be used as desired.

Q. Worker's Compensation

A clause on Worker's Compensation Insurance must be included in
procurement services contracts. When an employee works outside of the United
States, the insurance must be in the form of Defense Base Act insurance. For
details on Worker's Compensation Insurance, see the discussion of the clause
in Handbook 11, Chapter 1.

R. Language

This clause specifies the governing version of the contract if it is
prepared in more than one language. English shall be the official Tanguage
unless otherwise approved by AID in writing.

S. Law to Govern

This clause specifies the law which will govern interpretation of the
contract terms. The governing law may be that of the United States, the host
country, or a third country.
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T. Notices

This clause states the name and/or title of the person to receive notices
on behalf of each party and provides the complete address. If telex or cable
communication is expected, as is generally the case with procurement services
contracts, those addresses should also be provided.

U. Signature

A clause must be included that contains the signatures of the duly
authorized representatives of the parties to the contract. If AID's approval
of the contract is required and has not been obtained prior to signature, the
clause should state that the contract will not take effect until AID approval
is obtained.

(CONTINUED ON PAGE 4A-11)
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Model Contract for Procurement Services

This contract is entered into as of _ (date) by the (Name of Buying Agency)
and (Name of Procurement Agent) having its principal place of business in
(city & state). Services to be provided under this contract shall be
performed between the date of the signing of this contract by both parties and
(specify date), which is the terminal disbursement date under the Agrecment
No. (specify number) referenced below.

WHEREAS, the Government of (Host Country) has entered into an Agreement,
(specify number), with the United States Agency for International Development;
W , the {(Name of Buying Agency) desires to obtain the services required
for the procurement and delivery of the commodities to be purchased under the
Agreement to (port of delivery) as specified; and

WHERE, (Name of Procurement Agent) has stated that it is fully qualified and
willing to provide such services;

NOW THEREFORE, the parties to this contract agree to the following:

Definitions

1. “AID" means the United States Agency for International Development.
2 “Buyer" means (Name of Host Country Buying Agency).

3. “Agent" means (Name of Procurement Agent).

4, “Supplier" means the firm or individual from which a commodity is

procured by the Agent.

5. “Parties to this Contract" means the Buyer and the Agent.
6. "Host Country" means (Name of Country).
7. “Handbook 11" means AID Handbook 11, Country Contracting, as from time

to time amended.
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Article I - Scope of Work

A. The Buyer has undertaken a project, supported jointly by the Government of
(Host Country) and AID, to increase agricultural productivity. The project is
identified as (project name and number). The Agent is hereby contracted to
perform the services 1ndicated 1n this scope of work for all the commodities
required under the project. The Agent is to handle all procurement
transactions as requested, regardless of the size of transaction or the value
of individual items.

B. Required Procurement Services

1. The Agent is responsible for developing specifications for
agricultural and construction equipment based on requirements furnished by the
Buyer and for preparing nonrestrictive specifications based on catalogue
descriptions of laboratory and office equipment and furnishings which will be
provided by the Buyer. Specifications for communication equipment and the
vehicles will be provided by the Buyer, and the Agent is responsible for
reviewing the specifications to assure their adequacy.

2. The Agent is responsible for purchasing all items needed for the
project and obtaining all necessary approvals.

3. The Agent is responsible for following up on orders placed to expedite
suppliers' performance, and, if the supplier cannot deliver, to take necessary
actions to reprocure.

4. The Agent is responsible for consolidating shipment to the extent
possible, packaging for export when necessary, and arranging freight.

5. The Agent is responsible for arranging independent inspection of
commodities as requested by the Buyer. The Agent is also responsible for
conducting visual inspection of material being consolidated for shipment to
assure that all items are accounted for and that there are no obvious
discrepancies between commodities contracted for and those shipped.

6. The Agent is responsible for obtaining marine insurance in the name of
the Buyer, and for the Buyer's account, on all cargoes on a warehouse to
warehouse basis at 120% of the CIF value and for handling any insurance claims
arising thereunder.

7. Any reprocurement necessary, other than when the original supplier
cannot deliver (see paragraph 3 above), will be considered to be additional
line items and will be handled in accordance with the provisions in the Change
Orders clause.
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8. The Agent is responsible for arranging the issuance of letters of
credit to suppliers of commodities or commodity-related services under the
terms of the bank Letter of Commitment that will be issued by AID to finance
the procurement under this contract.

9. In all the work undertaken by the Agent under this Scope of Work, the
Agent shall follow appropriate AID Regulations, as specified, including the
policies on restricted and prohibited commodities and the eligibility criteria
and special provisions for certain commodities set forth in the AID Commodity
Eligibility Listing (App. B of AID Handbook 15), as from time to time
amended. The Buyer will furnish copies of all applicable regulations.

C. Commodity Requirements

The categories of commodities that will be purchased include agricultural
equipment, vehicles, construction equipment, laboratory equipment, office
equipment, office and laboratory furnishings, and communication equipment.

The expected number of line items and the estimated cost of each category is
provided in the Budget clause in Article II - Payment. Sufficient commodity
details are not known at this time to provide the Agent with exact information
on what it will be asked to procure. From time to time the official
designated in the Legal Relationships clause of this contract will send
purchase requests to the Agent containing available commodity details and
requesting the Agent to proceed with required procurement services. The
request will include essential procurement information such as the amount
required and estimated cost, shipping instructions, including whether air
transportation is authaorized, required delivery dates, and whether independent
inspection will be required.

D. Procurement Rules

1. For all procurements of commodities and of commodity-related services
under the Scope of Work of this contract, the Agent shall follow the rules set
forth in Section 2 of Chapter 3 of AID Handbook 11, as from time to time
amended, and shall refer to the guidelines in that Chapter. In case of a
conflict between the rules in Chapter 3 and this contract, Chapter 3 shall
govern unless specific written waivers have been furnished to the agent.

2. Except as otherwise authorized by AID in writing, the authorized
sources for procurement are as follows:

(a) For commodities except vehicles, the authorized source is AID
Geographic Code 941, as from time to time amended;

(b) For vehicles (restricted commodity under section 2.5 of Chapter
3) the authorized source is AID Geographic Code 000;
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{c) For ocean transportation and marine insurance, the authorized
source is AID Geographic Code 941, as from time to time amended, and (Host
Country); and

(d) For air transportation, the authorized source is AID
Geographic code 000.

E. Economies in Procurement

1. The Agent is expected to pursue economies in the procurement
process that may be obtained through -improved specifications, consolidated
shipments, project freight rates, soliciting from producers or sources
involving the smallest markups, and other sound purchasing practices.

2. The Agent will seek offers/bids from a reasonable number of the
most appropriate types of suppliers, e.g., manufactures, distributors,
wholesalers, retailers, in order to obtain the lowest available competitive
price. Where appropriate, the Agent will solicit, on behalf of the Buyer,
discounts, rebates, or other credits from the supplier or manufacturer of a
commodity, the carrier and the insurer and will assure that all such credits
are reflected in the supplier's invoice to the Buyer; provided, however, that
the Agent shall retain any freight or marine insurance brokerage commissions
or fees which it earns and which by law, regulation, or contractual obligation
may not be rebated to the Buyer. All such fees or comission shall be
disclosed to the Buyer and AID and may not exceed the amount which is
customary in the trade. Brokerage commissions in connection with ocean
freight services may not exceed 2 1/2 percent of the ocean freight charge.

3. A1l procurement transactions shall be conducted in a manner to
provide open competition to the maximum extent practical in order to assure
the most advantageous prices. Although the Agent may seek information from
suppliers in carrying out its contractual responsibilities, the Agent will
assure that no supplier receives an unfair advantages.

F. Cargo Preference

1. The Agent is responsible for assuring that the U.S. Government's
cargo preference requirements are met for the goods purchased by the Agent in
accordance with this contract.

2. For the AID-financed cargo which it purchases in accordance with
this contract, the Agent shall ensure that, regardless of the authorized
source for procurement, at least 50 percent of the gross tonnage which is
shipped on ocean vessels is transported to the Host Country on privately owned
U.S. flag commercial vessels to the extent such vessels are available at fair
and reasonable rates for U.S. flag commercial vessels. This requirement is
computed separately for dry bulk carriers, dry cargo liners, and tankers, and
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it is computed separately for shipments originating in the U.S. and outside
the United States. Additionally, at least 50 percent of gross freight
revenues generated by dry cargo liner services must be generated by U.S. flag
commercial vessels,

3. If U.S. flag commercial vessels are not available, the Agent should
contact the Office of Commodity Management, Transportation Support Division,
of AID/Mashington to request a determination of nonavailability. For more
information, see Section 2.7 of Handbook 11, Chapter 3.

G. Communications

1. Reports

Each month after receipt of the first purchase request the Agent will
submit to the Buyer a status report which indicates, at a minimum, what
procurements are currently being advertised or solicited, what commodities
have been ordered and their FAS or CIF prices, names of the suppliers and, as

available, expected shipping dates, actual shipping dates, and names of
vessels.

2. General Communication

The Agent is expected to communicate expeditiously with the Buyer as
the need arises concerning procurements under this contract. Contact should
be by commercial cable or telex, except that international airmail is
acceptable when time is not constrained.

3. Cost

The costs for all communications by the Agent are subsumed in the
contract price.

H. Contract Administration

The Agent will maintain a system of contract administration to assure
supplier's conformance with terms, conditions, and specifications of contracts
or purchase orders to assure adequate and prompt deliveries.

I. Required Clauses in Commodity Contracts

In all contracts and purchase orders with suppliers, the Agent will
include the clauses required by Section 2.13 of Handbook 11, Chapter 3,
including the requirement to submit a Supplier's Certificate for Project
Commodities, form AID 1450-4, except that the form is not required from
commodity suppliers or carriers for transactions not exceeding $2,500 or from
insurers when the premium does not exceed $50. In addition to those clauses
and other provisions necessary to define a sound and complete agreement, the
Agent will include the following:
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1. A provision specifying that the commodities (including raw material,
components, intermediate assemblies and end products) shall be subject to
inspection and test by or on behalf of the Buyer and at the expense of the
Buyer prior to shipment.

2. a. In the contracts for vehicles, agricultural and construction
equipment, and communication equipment, a clause requiring the supplier to
provide a warranty which shall, at a minimum, protect the Buyer from any loss
due to defective workmanship, material and parts for twelve months after
initial delivery to the port of entry, provided that removal from the port of
entry takes place not later than two months after discharge from the vessel.
The Buyer shall give the supplier prompt notice of any claims under such
warranty, and if the supplier fails to remedy defects within a reasonable
time, the Buyer shall have the right to take such remedial action as may be
necessary and to claim the reasonable cost thereof from the supplier.

b. In all other contracts, a clause requiring a standard
manufacturer's warranty.

3. A provision covering termination for the convenience of the Buyer or
its Agent.

4. A provision covering termination for default.

J. Insurance Claims

As requested by the Buyer the Agent will handle insurance claims which
arise as a result of the shipment of commodities purchased pursuant to this
contract. In the event of such a claim, the Buyer will forward to the Agent a
copy of the Bill of Lading, the original insurance certificate and a
surveyor's report detailing the damage. The Agent will take such steps as may
be necessary to collect the claim. Al1 claims honored by the insurance
company shall be payable to the Buyer, and proceeds realized shall be utilized
for repair or replacement of the lost, destroyed or damaged commodities in
accordance with AID requirements. The Agent shall submit to the Buyer a
statement of claims honored by the insurance company and received by the Agent.

*K. Approvals and Award Notices

1. For all procurements exceeding $100,000 in value, the Agent will
cable the Buyer an evaluation of all responsive/responsible bids or offers,
including recommendation for awards, within 15 days after the bid opening or
date for receipt of offers. The Agent will also send by registered airmail to
the Buyer a copy of each bid or offer received, including any technical
literature.

2. The buyer will respond by cable either approving or disapproving the
recommendation not later than 20 da§s from receipt of information. The Buyer
will be responsible for obtaining approval of contracts valued over
$100,000.

*Required Clause
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3. Whenever a contract is awarded under formal competitive procedures and
whenever any contract or amendment worth $100,000 or more is awarded, the
Agent is responsible for providing the following information to the USAID
immediately upon making the award:

a. The awardee's name and address and, if known, the place or places
of U.S. production;

b. The awardee's contact name and telephone number;

c. The name of the Host Government Buyer;

d. Award number;

e. Project number and title;

f. Time of the award;

g. The total price of the award;

h. A brief description of the commodities to the provided.

L. Clearance Documentation

The Agent will provide to the Buyer by registered airmail, or as otherwise
stipulated in a purchase request, the following import clearance documentation
as soon as shipment is made:

(i) 1 original and 2 copies of clean on board
Bill of Lading or Airway bill;

(ii) 1 copy of supplier's invoice;
(iii) 2 copies of packing list;
(iv) 1 copy of original insurance certificate;

(v) 1 copy of inspection certificate when applicable.
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Article Il - Payment

A. Budget
1. Availability of Funds

The funds available for the services covered by this contract and for
the procurement and delivery of the commodities to be accomplished by the
Agent in accordance with this contract total $6,295,000, Allocations for
specific categories of goods and services are established below:

FAS Port of Export Commodity Costs $4,695,000
Ocean Transportation $1,300,000
Independent Inspection, Warehousing

Charges, and Export Packaging Costs $ 80,000
Procurement Agent's Services $ 220,000
Total $6,295,000

2. Commodity Costs

Following is a 1ist of types of comodities to be purchased by the
Agent, the number of line items in each category, and the estimated cost.

Estimated
Commodity Category No. of Line Items Cost
Agricultural equipment ten (10), plus/minus $680,000 FAS
one (1)
Vehicles four (4) $275,000 FAS
Construction equipment five (5) $3,100,000 FAS
Laboratory equipment one hundred and twenty $325,000 FAS
five (125), plus/
minus twelve (12)
Office equipment five (5), plus/minus $70,000 FAS
two (2)
Office and laboratory twenty five (25), plus/ $160,000 FAS
‘minus three (3)
Communication equipment three (3) $85,000 FAS

MAXIMUM TOTAL  $4,695,000 FAS ‘
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The Agent will control commitments to suppliers of commodities so as not to
exceed the total of $4,695,000. Commitments for individual categories may be
exceeded by up to 20% of the allocation for that category provided the total
amount is not exceeded.

3. Limitation of Funds

The Agent shall notify the Buyer when:

(a) 80 percent of the total estimated cost of commodities has been
obligated in Letters of Credit;

(b) 80 percent of the total estimated cost of ocean transportation
has been obligated in Letters of Credit; and

(c) 90 percent of the total estimated costs for inspection,
warehousing and export packaging have been obligated in
Letters of Credit.

B. Payment for the Agent's Services

1. Price

The Buyer will pay the Agent the fixed price of $220,000 as full
remuneration for performing the services called for in the Scope of Work,
except that the cost of independent inspections required by the Buyer and
necessary warehousing and export packaging costs will be paid according to the
grovjsions in the clause on Payment for Commodities and Commodity-Related

ervices.

The Agent's price is apportioned for each of the commodity categories
specified above as follows:

Agricultural Equipment $75,000
Vehicles $15,000
Construction Equipment $70,000
Laboratory Equipment $40,000
0ffice Equipment $ 4,500
Office & Laboratory Furnishings $12,000
Communication Equipment $ 3,500

TOTAL $220,000
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2. Payment Schedule

The Agent will earn partial payments according to the following
schedule:

a. 40% of the fixed amount per category will be earned as orders or
contracts for commodities are placed. The portion of the 40% payable for
individual orders will be calculated as the ratio which the number of 1ine
items ordered per category bears to the total number of line items in the
particular category to be purchased under the contract.

b. 50% of the fixed amount per category will be earned as commodities
are shipped to the Host Country. The portion of the 50% payable for
individual shipments will be calculated as the ratio which the number of line
items completely shipped per category bears to the total number of line items
in the particular category to be purchased under the contract.

c. 10% of the total fixed amount will be earned when the Agent has
satisfactorily completed all work and all commecdities have arrived at
destination. This final payment will be paid as a Tump sum and will not be
paid in portions as individual line items arrive.

d. Invoices for payments earned will be submitted not more often than
monthly.

3. Documentation

Requests for payment will be supported by the following documentation:

a. Voucher SF 1034 in original and three copies.

b. One copy of the Agent's invoice with calculations of partial
payments earned according to the above schedule.

c. Original and one copy of the Contractor's Certificate and
Agreement with AID, form AID 1440-3.

d. For partial payments, one of the following:

(1) For the 40% payment identified in 2a above, one copy of each
relevant purchase order or contract for the commodities;

(2) For the 50% payment identified in 2b above, one copy of the
relevant bill of lading or air waybill for the commocdities. A dock or
warehouse receipt is not an acceptable document for receiving this portion of

payment.
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The Agent shall submit the request for payment and the appropriate
documentation to the official of the Buyer specified in the Legal Relationships
clause. The official shall provide a "Certification of Performance" or
"Certification of Nonperformance of Specific Items" within 30 days after
receipt of the request. If neither certification is provided within 30 days,
the Agent shall be paid according to the request. If the Buyer provides a
certification of nonperformance with respect to specific items, payment with
respect to such items shall be withheld.

4. Mechanism for Payment

The Buyer will request that AID issue a direct Letter of Commitment
to the Agent. The Letter of Commitment will provide that the Agent will be
paid directly by U.S. Government check upon submission of required documentation
to the AID office specified in the Letter of Commitment. Normally, this will
be the USAID Controller.

C. Payment for Commodities and Commodity-Related Services
1. Amount

The Buyer will pay for commodities and commodity-related services
purchased in accordance with this contract at the price agreed to in the
purchase order or contract between the Agent and the supplier. The total
amount available for commodities is indicated in the Budget.

2. Paymeht Schedule

a. Suppliers of commodities and freight will be paid on the basis
of shipment of the commodities; except that when the Agent consolidates
commodities for shipment, the commodity supplier may be paid on the basis of
delivery into custody of the Agent.

b. Suppliers of other commodity-related services will be paid on
the basis of delivery of services.

3. Documentation
a. Requests for payment for commodities and freight will be

supported by the appropriate documentation as covered in Handbook II, Chapter 3,
Section 3.10.3.

b. Requests for payment of other commodity-related services which
are not covered by the commodity or freight supplier’s request for payment will
be supported by the following:

(1) One copy of the invoice for the services.

(2) One copy of the following, as appropriate:
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(i) the inspection certificate;
(ii) the marine insurance policy;
(iii1) the warehouse receipt.

(3) An original and one copy of the form "Supplier’s
Certificate and Agreement with AID for Project Commodities", AID 1450-4. For
inspection, warehousing and packaging services, the freight forwarder may sign
the form if it is responsible for compliance with the terms of the Certificate
and Agreement.

4. Mechanism for Payment

The Buyer will request that FM/A/LC issue a bank letter of
commitment to (Bank named b ent) designating the Agent as approved applicant.
The Agent will request that the bank issue letters of credit to suppliers who
will submit the required documentation to the bank. The bank will pay the
suppliers and be reimbursed by AID. ¥

*® Revised
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Article III - General Provisions

A. Leqal Relationships

1. Relationship of Parties

a. The Agent shall perform the services under this contract for
the benefit of the Buyer.

b. The official of the Buyer who has authority to issue purchase
requests, PI0/Cs, change orders, etc. is (name & title). He/She shall also
provide the "Buyer’s Certificate of Performance required in accordance with the
payment provisions of this contract.

* c. Unless explicitly authorized by AID in advance in writing, the
procurement agent shall in no way hold themselves out as legal agents of AID,
and shall take such steps as are necessary to inform all parties with whom they
deal relating to the PSA contract, that they are not purporting to act in such

capacity. ¥
*2. Leqal Effect of AID Approvals and Decisions

a. The parties hereto understand that the contract has reserved to
~AID certain rights such as, but not limited to, the right to approve the terms
of this contract, the supplier, and any or all plans, reports, specifications,
subcontracts/purchase orders, bid documents, drawings, or other documents
related to this contract and the project of which it is a part. The parties
hereto further understand and agree that AID, in reserving any or all of the
foregoing approval rights, has acted solely as a financing entity to assure the
proper use of United States Government funds, and that any decision by AID to
exercise or refrain from exercising these approval rights shall be made as a
financing ¢ntity in the course of financing this project and shall not be
construed as making AID a party to the contact. The parties hereto understand
and agree that AID may, from time to time, exercise the foregoing approval
rights, or discuss the matters related to these rights and the project of which
this contract is a part, with the parties jointly or separately, without
thereby incurring any responsibility or liability to the parties jointly or to
any of them.

b.  Any approval (or failure to disapprove) by AID shall not bar
the Buyer or AID from asserting any right, or relieve the Agent of any
liability which the Agent may otherwise have to the Buyer or AID.

*B. Nationality of Procurement Agent

1. Eligible Nationality

The eligible nationality for the Agent and any subcontractor
providing services under this contract other than commodity-related services
shall be those countries listed in AID Geographic Code 941 in effect on the
date of this contract. Such Agent or subcontractor must fit one of the
following categories to be eligible to receive AID financing:

*Required Clause 4% Revised
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a. Privately Owned Commercial Suppliers

An individual or a privately owned commercial firm is eligible
for financing by AID as a subcontractor providing services only if the criteria
in subparagraphs (1), (2), or (3) below are met and, in the case of the
categories described in (2) and (3), the certification requirements in
subparagraph (4) are met.

(1) The supplier is an individual who is a citizen of and
whose principal place of business is in a country or area included in the
authorized geographic code or a non-U.S. citizen lawfully admitted for
permanent residence in the United States whose principal place of business is
in the United States;

(2) The supplier is a privately owned commercial (i.e., for
profit) corporation or partnership that is incorporated or legally organized
under the laws of a country or area included in the authorized geographic code,
has its principal place of business in a country or area included in the
authorized geographic code, and meets the criteria set forth in either
subparagraph (i) or (ii) below:

(i) The corporation or partnership is more than 50%
beneficially owned by individuals who are citizens of a country or area
included in the authorized geographic code or non-U.S. citizens lawfully
admitted for permanent residence in the United States. In the case of
corporations, "more than 50% beneficially owned" means that more than 50% of
each category of partnership interest (e.g., general, limited) is owned by such
individuals. (With respect to stock or interest held by companies, funds or
institutions, the ultimate beneficial ownership by individuals is controlling.)

(ii1) The corporation or partnership:

(a) has been incorporated or legally organized in
the United States for more than 3 years prior to the issuance date of the
invitation for bids or request for proposals

(b) has performed within the United States similar
administrative and technical, professional, or construction services under a
contract or contracts for services and derived revenue therefrom in each of the
3 years prior to the date described in the preceding paragraph, and

(c) employs United States citizens and non-U.S.
citizens lawfully admitted for permanent residence in the U.S. in more than
half its permanent full-time positions in the United States, and
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(d) has the existina capability in the United States
to perform the contract.

(3) The supplier is a joint venture or unincorporated
association consisting entirely of individuals, corporations, partnerships, or

non-profit organizations which are eligible under a(1) or a(2) above, or b.
below.

(4) A duly authorized officer of a firm or non-profit
organization shall certify that the participating firm or non-profit
organization meets either the requirements of subparagraphs a(2)(i) or (ii),
or b. In the case of corporations, the certifying officer shall be the
corporate secretary. With respect to the requirements of subparagraph
a(2) (i), the certifying officer may presume citizenship on the basis of the
stockholder's record address, provided the certifying officer certifies
regarding any stockholder (including any corporate fund or institutional
stockholder) whose holdings are material to the corporation's eligibility,
that the certifying officer knows of no fact which might rebut that
presumption,

b. Nonprofit Organizations

Nonprofit organizations, such as educational institutions,
foundations, and associations, are eligible for financing by AID as
contractors or subcontractors for services if they meet all of the criteria
listed in subparagraphs (1), (2) and (3) below, and the certification
requirement in a(4) above is met.

Any such institution must:

(1) Be organized under the laws of a country or area included in
the authorized geographic code; and

(2) Be controlled and managed by a governing body, a majority of
whose members are citizens of countries or areas included in the authorized
geographic code; and

(3) Have its principal facilities and offices in a country or
area included in the authorized geographic code.

c. Government-Owned Organizations

Firms operated as commercial companies or other organizations
(including nonprofit organizations other than public educational institutions)
which are wholly or partially owned by governments or agencies thereof are not
eligible for financing by AID as subcontractors, except if their eligibility
has been established by a waiver approved by AID.
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d. Joint Ventures

A joint venture or unincorporated association is eligible only if ‘
each of its members is eligible in accordance with 2a, b, or c above.

2. Ineligible Suppliers of Services

Citizens or firms of any country not included in AID Geographic Code
935 are ineligible as suppliers, contractors, subcontractors, or agents in
connection with AID-financed contracts for services. However, non-U.S.
citizens lawfully admitted for permanent residence in the United States are
eligible.

3. Nationality of Employees under Contracts and Subcontracts for Services

The nationality policy of paragraph 2 above does not apply to the
employees of contractors or subcontractors, but all contractor and
subcontractor employees engaged in providing services under AID-financed
contracts must be citizens of countries included in AID Geographic Code 935 or
non-U.S. citizens lawfully admitted for permanent residence in the United
States.

C. Source and Nationality of Commodities and Commodity-Related Services

1. Commodities

Commodities must meet the source, origin, and componentry requirements
in Handbook 11, Chapter 3, Sections.2.6.1. and 2.6.2. Suppliers of
commodities must meet the nationality requirements in Handbook 11, Chapter 3,
Section 2.6.3. If any change in the eligible source noted in Article I has
been authorized by AID, it will be noted on the relevant purchase request or
the Agent will receive a copy of the waiver authorized by AID.

2. Commodity-Related Services

Commodity-related services must meet the requirements in Handbook 11,
Chapter 3, Section 2.6.4. If any change in the eligible source noted in
Article I has been authorized by AID, it will be noted on the relevant

purchase request or the Agent will receive a copy of the waiver authorized by
AID.

*D. Air Travel and Transportation

1. The Agent shall utilize U.S. flag air carriers for international air
transportation of personnel (and their personal effects) or property to the
extent service by such carrier is available, in accordance with the following
criteria:

*quuired clause whenever air travel and transportation may be authorized.
This version is for use when procurement is funded by grants or Code 000 ‘

loans. For Code 941 loans, appropriate modifications must be made. See
guidance notes.
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(a) Passenger or freight service by a U.S. flag air carrier is
considered available even though:

(1) Service by a non-U.S. flag air carrier can be paid for in
excess foreign currency, or

(2) Service by a non-U.S. flag air carrier is preferred by the
Agent, Supplier or traveler needing air transportation, or

(3) Service by a non-U.S. flag air carrier is more convenient
for the Agent, Supplier or traveler needing air transportation.

(b) Passenger service by a U.S. flag air carrier will be considered
to be unavailable:

(1) When U.S. flag air carriers offer only first class service,
and less than first class service is available from non-U.S. flag air
carriers, or

‘ (2) When the traveler, while en route, has to wait 6 hours or
more to transfer to a U.S. flag air carrier to proceed to tine intended
destination, or

(3) When any flight by a U.S. flag air carrier is interrupted
by a stop anticipated to be 6 hours or more for refueling, reloading, repairs,
etc., and no other flight by a U.S. flag air carrier is available during the 6
hour period, or

(4) When by itself or in combination with other U.S. flag or
non-U.S. flag air carriers (if U.S. flag air carriers are unavailable) it
takes 12 or more hours longer from the origin airport to the destination
airport to accomplish the mission than would service by a non-U.S. flag air
carrier or carriers.

(5) When the elapsed travel time on a scheduled flight from
origin to destination airports by non-U.S. flag air carrier(s) is 3 hours or
lesc, and service by U.S. flag air carrier(s) would involve twice such
scheduled travel time.

(c) Freight service by a U.S. flag air carrier will be considered to
be unavailable:
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(1) When no U.S. flag air carrier provides scheduled air ‘
freight service from the airport serving the shipment's point of origin and a

non-U.S. flag air carrier does.

(2) When the U.S. flag air carrier(s) serving the shipment's
point of origin decline to issue a through air waybill for transportation to
the shipment's final destination airport.

(3) When use of a U.S. flag air carrier would result in
delivery to final destination at least seven days later than delivery by means
of a non-U.S. flag air carrier.

(4) When the total weight of the consignment exceeds the
maximum weight per shipment which the U.S. flag air carrier will accept and
transport as a single shipment and a non-U.S. flag air carrier will accept and
transport the entire consignment as a single shipment.

(5) When the dimensions (length, width, or height) of one or
more of the items of a consignment exceed the limitations of the U.S. flag
aircraft's cargo door opening, but do not exceed the acceptable dimensions for
shipment on an available non-U.S. flag scheduled air carrier.

2. In the event that the Agent or Supplier selects a carrier other than a
U.S. flag air carrier for international air transportation, it will include a
certification on vouchers involving such transportation which is essentially
as follows:

CERTIFICATION OF UNAVAILABILITY OF U.S. FLAG AIR CARRIERS

I hereby certify that transportation service for personnel (and
their personal effects) or property by U.S. flag air carrier was unavailable
for the following reasons: (state reasons)

3. The terms used in this clause have the following meanings:

(a) "International air transportation" means transportation of
persons {(and their personal effects) or property by air between a place in the
United States and a place outside thereof or between two places both of which
are outside the United States.

(b) "U.S. flag air carrier" means one of a class of air carriers
holding a certificate of public convenience and necessity issued by the Civil
Aeronautics Board, approved by the President, authorizing operations between
the United States and/or its territories and one or more foreign countries.
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E. Conflict of Interest

No employees, officers or representatives of the Agent shall participate
in the selection, award or administration of a contract where, to their
knowledge, they or any immediate family member or partner have a financial or
future employment interest. The Agent's officers, employees, and
representatives shall neither solicit nor accept gratuities, favors or
anything of monetary value from suppliers or potential suppliers, carriers or
insurers, nor shall they engage in any activity which is or gives the
appearance of being conflict of interest.

*F, Taxes

A1l commodities and services shall be exempt from all taxes, fees,
levies, customs, or impositions imposed under laws in effect in the host
country, or the Buyer shall make payment for or reimbursement for such taxes
to the extent specified in the Agreement signed between the government of the
host country and AID.

G. Audit and Records

1. The Agent shall maintain books, records, documents, and other evidence
and shall apply consistent accounting procedures and practices sufficient to
reflect properly all transactions under or in connection with the contract.
The foregoing constitute "records" for the purpose of this clause.

2. The Agent shall maintain such records during the contract term and for
a period of 3 years after final payment. However, records which relate to
appeals under the "Disputes" clause or litigation or the settlement of claims
arising out of the performance of this contract shall be retained until such
appeals, litigation, or claims have been finally settled.

3. Al1 records shall be subject to inspection and audit by the Buyer (or
its authorized agents) at all reasonable times. The Agent shall afford the
Buyer proper facilities for such inspection and audit. If this is a fixed
price contract, it is not subject to audit of costs (except for any
cost-reimbursable items) but is subject to audit for compliance with
provisions of this contract.

*Required Clause
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4. The Agent further agrees to include in all its subcontracts hereunder a

provision that the subcontractor agrees that the Buyer or any of its
authorized agents shall, until the expiration of 3 years after final payment
under the subcontract, have access to and the right to examine any records of
such subcontractor involving transactions related to the subcontract.

H. Change Orders

The Buyer may at any time, by written order, make changes within the scope
of work of this contract. If any change causes an increase or decrease in the
cost of, or the time required for, performance of any part of the work under
the contract, an equitable adjustment shall be made in the contract price,
completion date, or both, and in any other affected provisions; except that
there shall be no adjustment in price for changes in the number of Iine items
unless the change is more than the range specified in the scope of work for
the specific type of commodity. The contract shall be amended to reflect the
change. Any disagreement concerning changes shall be settled in accordance
with the provisions of the "Disputes” clause of this contract.

I. Amendments

Modification of the terms of this contract shall be made by amendment
signed by the parties. Any amendments which increase the contract amount or
extend the completion date of the contract must be approved by AID.

J. Assignments

The Agent may not assign its obligation to perform under the contract
except with the prior written consent of both the Buyer and AID.

K. Suspension of Work

1. The Buyer may, at any time, by written order to the Agent {Suspension
of Work Order), require the Agent to stop all, of any part, of the work
required by the contract for a period of up to 90 days from the specified
effective date.

2. Upon receipt of such an order, the Agent shall immediately comply with
its terms and take all reasonable steps to minimize the incurrence of costs
allocable to the work covered by the order.

3. Within the period of the Suspension of Work Order, the Buyer shall
either:

(a) Cancel the Suspension of Work Order, or

(b) Terminate the work covered by such Order as provided in the
termination clause of the contract.
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4. If the Suspension of Work Order is cancelled or the Order expires, the
Agent shall resume work. An equitable adjustment shall be made as necessary
in the time schedule, the budget, or a combination thereof, or any other
provisions of the contract that may be affected, and the contract shall be
amended accordingly if the Contractor asserts a claim for such adjustment
within 30 days after the end of the period of work suspension. Failure to
agree to any adjustment shall be a dispute under the "Disputes" clause of the
contract.

L. Termination by the Buyer for Convenience

1. The performance of work under the contract may be terminated by the
Buyer in whole, or from time to time in part, in accordance with this clause
whenever the Buyer shall determine that such termination is in the best
interest of the Buyer.

2. Termination shall be effected by Notice of Termination to the Agent,
specifying that termination is for the convenience of the Buyer, the extent to
which performance of work under the contract is terminated, and the date upon
which such termination becomes effective.

3. After receipt of a Notice of Termination and except as otherwise
directed by the Buyer, the Agent shall:

(a) Stop work under the contract on the date and to the extent
specified in the Notice of Termination, and place no further orders or
subcontracts except as may be necessary for completion of the portion of the
work under the contract which is not terminated;

(b) Terminate all orders and subcontracts to the extent that they
relate to the performance of work terminated by the Notice of Termination;

(c) Assign to the Buyer as 1t may direct, all of the right, title,
and interest of the Agent under the orders and subcontracts so terminated, in
which case the Buyer, shall have the right to settle or pay any claims arising
out of the termination of such orders and subcontracts;

(d) With the approval or ratification of the Buyer, to the extent the
Buyer may require, which approval or ratification shall be final and
conclusive for all purposes of this clause, settle all outstanding liabilities
and all claims arising out of such termination of orders and subcontracts;

(e} Transfer title to the Buyer and deliver, as directed by the
Buyer, the completed or partially completed specifications, information, and
other property which would be required to be furnished to the Buyer under the
contract, except that this requirement shall not apply to goods for which the
Agent has not been reimbursed;
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(f) Complete performance of the part of the work which has not been
terminated by the Notice of Termination; and

(g) Take such action as may be necessary for the protection of the
property related to this contract which is in the possession of the Agent and
to which the Buyer has title.

4. The Agent shall submit to the Buyer its written claim promptly but not
later than three months from the effective date of termination, except as the
Buyer may agree in writing.

5. The Agent and the Buyer shall consult within 30 days of the submission
of the claim concerning the whole or any part of the amount to be paid to the
Agent by reason of the termination of work. The contract shall be amended
accordingly, and the Agent shall be paid the agreed amount.

6. If the Agent and the Buyer fail to agree to the amounts to be paid to
the Agent pursuant to this clause, the Buyer shall pay the amount, if any, it
determines to be due the Agent considering:

(a) Costs and expenses reimbursable in accordance with this contract,
not previously paid, for the performance of this contract prior to the
effective date of the Notice of Termination, and such costs as may continue
for a reasonable time thereafter with approval of or as directed by the
Contracting Agency.

(b) The cost incurred by the Agent in settling and paying claims
arising out of the termination of work under subcontracts or orders which are
properly chargeable to the terminted portion of the contract;

(c) The reasonable costs of the preparation of settlement claims and
supporting data with respect to the terminated portion of the contract and for
the termination and settlement of subcontracts, together with reasonable costs
incurred in connection with the protection or disposition of termination
inventory;

(d) The percentage of the total fee proportionate to the percentage
of the work completed prior to termination related to the estimated cost of
the contract. Subcontractor effort included in subcontractor's termination
claims, and fee payments previously made are not included.

7. In deciding the amount due the Agent, all unliquidated advance or
other payments made to the Agent applicable to the terminated portion of this
contract; all settled claims which the Buyer may have against the Agent in
connection with this contract; and the agreed price for, or the proceeds of
sale of property acquired by the Agent or sold and not otherwise recovered by
or credited to the Buyer, shall be deducted.
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8. If the total of payments in connection with the terminated portion of
the contract exceeds the amount determined to be due under this clause, such
excess shall be payable by the Agent to the Buyer upon demand, together with
interest computed at the rate of percent per annum, for the period from
the date such excess payment was received by the Agent to the date on which
such excess is repaid to the Buyer.

9. Any disagreement regarding termination amounts or procedures shall be
settled under the clause of this contract entitle "Disputes".

M. Termination by the Buyer for Default

1. The Buyer, subject to the provisions of this contract, by written
notice of default to the Agent sent by registered mail, may terminate the
whole or any part of this contract in one of the following circumstances:

(a) If the Agent fails to perform the work called for by this
contract within the period specified, or

(b) If the Agent fails to perform any of the other provisions of this
contract, or so fails to prosecute the work as to endanger performance of this
contract in accordance with its terms.

And in either of these two circumstances, does not cure such failure within a
period of ten (10) days (or such other period as the Buyer may authorize in
writing) after receipt of notice from the Buyer specifying such failure.

2. In the written Notice of Termination, the Buyer will specify what

steps the Agent should take concerning ongoing procurements under the
terminated portion of the contract.

3. The Agent shall complete performance of the part of the work which has
not been terminated by the Notice of Termination, and take such action as may
be necessary for the protection of the property related to this contract which
is in the possession of the Agent and to which the Buyer has title.

4, In the event the Buyer terminates this contract in whole or in part as
provided in paragraph 1 of this clause, the Buyer may procure upon such temms
and in such manner as the Buyer may deem appropriate, work similar to the work
so terminated and the Agent shall be liable to the Buyer for any excess costs
for similar work. However, the Agent shall continue performance of this
contract to the extent not terminated under the provisions of this clause.

N. Force Majeure

1. The term "Force Majeure" means any cause beyond the control of the
Agent, which the Agent could not foresee and/or reasonably provide against and
which prevents the Agent from wholly or partly performing any duties under the
contract. Force majeure includes, but is not limited to, any of the following:




PAGE NO. EFFECTIVE DATE TRANS. MEMO NO.

4A-34 March 17, 1987 15:86 AID HANDBOOK ) o~ anp . 4A
War, revolution, insurrection or hostilities
(whether declared or not);
Riot, civil commotion or civil uprising
{other than among the Agent's employees);
Earthquake, flood, tempest, hurricane, lighting, or other
natural disaster;
Any fire of major proportions, or explosion;
Epidemic;
Strike or lockout; or
Act of the Government.

2. If any event occurs constituting force majeure, the Agent shall give
written notice to the Buyer as soon as possible after the occurence but within

15 days, including a statement describing the force majeure and its effect
upon the performance of this contract. The parties shall, within 10 days
after such notice, consult regarding action to be taken.

3-

set forth in this contract as far as is reasonably practicable.

4,

In the event of a force majeure resulting in a suspension of work,

In the event of a force majeure, the Agent, unless otherwise directed
by the Buyer in writing, shall continue to undertake and perform the duties

this contract shall be extended by a period equal to that for which the Agent
was prevented from performing.

5.

The Agent shall be entitled to reasonable costs incurred as a

consequence of a force majeure.

6.

If the Agent's inability to perform by reason of the force majeure
lasts for more than 45 days after notice has been given to the Buyer, either

party may terminate this contract and the Agent shall be entitled to any sums
which would be payable in case of termination of this contract for convenience
of the Buyer.

0. Report of Delays

The Agent agrees to keep the Buyer fully informed by telegram or cable
about any delays in the procurement or shipment of commodities under this

contract and the corrective action being taken.

by telegram or cable to the Buyer any other event or condition which might

delay progress or prevent completion of the work under this contract as soon

as the facts are known to the Agent.

The Agent shall also report
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P. Disputes

1. In the event of a disagreement under this contract, the Agent shall
submit a written statement to the Buyer, briefly describing the nature of the
problem, the position of the Agent regarding the issue, and a narrative of
facts in support of the Agent's position.

2. MWithin 10 days after receipt of the Agent's statement, the Buyer shall
decide the issue and deliver a written statement of the decision to the Agent,
including the reasons supporting the decision if adverse to the Agent.

3. Within 30 days after receipt of the Buyer's decision or the date such
decision was due, the Agent may submit to the Buyer a written Notice of Appeal
including a detailed description of the facts of the dispute with the dates of
events, names of persons involved, references to documentation bearing on the
matter (with copies attached), the relevant contract provision(s), the Agent's
contentions and conclusions, and a statement of why the Buyer's decision is
being questioned.

4. If within 30 days after delivery of a Notice of Appeal, the parties
can not mutually agree to a satisfactory settlement, the matter shall be
presented for arbitration following the rules of the International Chamber of
Commerce.

*Q. Worker's Compensation Insurance

1. The Agent, before commencing performance under this contract, shall
maintain coverage through worker's compensation insurance or security covering
each employee to the extent required by the Defense Base Act of the United
States, if applicable, but in any event equivalent to coverage required by law
or custom in the location where the contractor employee is performing services.

2. The Agent shall obtain all Defense Base Act insurance required by
this clause from the Irsurance Company of North America through Wright &
Company, 1001 Connecticut Avenue, N.W., Washington, D.C. 20036, U.S.A.

3. The Agent agrees to insert this clause in all subcontracts hereunder
except those exclusively furnishing materials or supplies.

R. Language

The English Tanguage version of this contract shall govern. A1l notices
pursuant to the provisions of this contract shall be in English.

S. Law to Govern

This contract shall be interpreted in accordance with the laws of the
United States of America.

T. Notices

Any notice given by either party will be in writing or by telegram or
cable and will be deemed duly given cr sent when

*Required clause
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delivered to the following addresses:

To Agent: (Name of individual) ~ Telex No:

(Title of individual) Cable:

(Name of company)

(Address)
To Buyer: (Name of individual) Telex No:
(Title of individual) “Cable:

(Name of Agency or other entity)

(Address)

U. Signature

The parties hereto, through their duly authorized representatives, hereby
agree to the provisions of this contract.

(Name of Buyer)

By: (Signature of authorized representative)

Name and

Title:

Date:

(Name of Agent)

By: (Signature of authorized representative)

Name and

Title

Date:
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Appendix 4B

Guidance Notes
For Small Value Procurement Services Agqreement

1. Application

This agreement is designed to be a standardized short form contract
which, it is hoped, will expedite and simplify compliance with A.I.D.’s
contracting rules when a procurement agent is needed to purchases
commodities having relatively small total value. Because of its much
simplified format, its use is subject to the following restrictions:

(a) it may be used only when the estimated cost of the procurement
agent’s services (note that this does not include commodity costs) is
not expected to exceed $10,000;

|
(b) it must be signed and issued with an attached, valid PIO/C because
the agreement itself does not contain all needed information;

(c) it may be used only where personnel of the procurement agent will
not travel to the Host Country because it does not contain the
provisions necessary to cover travel or worker’s compensation overseas;

(d) the selection process must establish that the procurement agent is
eligible (not a debarred or suspended firm) and meets A.I.D.’s
nationality requirements for services contractors because, for brevity,
the contract excludes the long and complex definitions in the A.I.D.
rule.

USAIDs are cautioned that procurements are not to be divided in order to

use the small value agreement. Also, competitive selection is still
required (unless waived), although this may be done informally.

2. Instructions for Completing the Form

(a) Completing the Agreement

Completing the standard form requires only filling in several
blanks: the names of the Buyer and Agent, the PI0O/C number, the amount
of the contract, the name of the L/COM bank, and again the names of the
Buyer and Agent, this time with addresses, signatures and dates of
signing. A place is provided to fill in the USAID address so that the
Agent can send copies of the signed contract directly to the USAID
rather than relying on the Buyer to send the USAID a copy. The copy

* required to be sent to the Office of Procurement (MS/OP/COMS) may also
be sent directly by the Agent.

» Revised
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(b) native Terminal Dat

Note that the form specifies that the Project Assistance Completion
Date in the PIO/C is the terminal date.

to specify an earlier calendar date instead.

Alternative Schedule for Paying Agent

The model contract provides for payments in two parts. Other

(c)

payment schedules may be established.

If desired, this may be altered

In fact, a Tump sum payment upon

completion of all services is simpler and would be particularly
appropriate when procurement is to be completed quickly.

¥ (d)

Alternative Mechanism, Place of Payment
If FM/A/LC has agreed to issue the Letter of Commitment, the clause

should be changed accordingly. F 3

3.

instructions, and document distribution.

t fo

ting the P

The instructions in Appendix D7 for completing PI0/Cs should be
followed carefully as the PIO/C and its related Form 11-94 are being
relied on to cover such items as commodity source and origin, shipping

of the PIO/C should be used to specify:

4.

(a) Any special approval requirements.

The Special Provisions block

(b) Any limitations on amounts to be spent for commodity-related
services such as inspection, warehousing and packaging.

(c) Whether or not air transportation of commodities is allowed.
(If a grant, use of U.S. air carriers must be specified.)

(d) Flag registry requirements for ocean transportation. Even
under project agreements which make other than U.S. flag vessels
eligible, it may be simpler to specify that only U.S. flag be used to
the extent available in order to assure that Cargo Preference
requirements are met.

Procedures and Distribution

Use of the Small Value Procurement Services Agreement does not
alter established procedures for using and handling PIO/Cs. The
Agreement serves only as a means of establishing and documenting the
legal relationship and responsibilities of the Buyer and the Agent.
Thus, the relevant PIO/C is issued, signed by the B/G and AID and
distributed within AID in the usual manner.
PI0/C should also be sent to the Office of Commodity Management.

A copy of the contract and

¥ Revised
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Note that AID/W will require instructions concerning the issuance of the
This is best provided by the USAID's sending a
copy of both the contract and the PIO/C.
contract is optional. However, USAID's should note that distributing copies
of the contract to all PIO/C recipients will facilitate communications should
problems or questions arise later.

Bank L/COM for commodities.

Additional distribution of the
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Small Value Agreement for Procurement Services

I. Scope of Work

II1. Payment of Agent's Services

A. Amount
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C. Mechanism, Place of Payment

II1I. Payment for Commodities and Commodity-Related Services
A. Amount

B. Schedule

C. ODocumentation

D. Mechanism
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A. Legal Effect of AID Approvals and Decisions

B. Taxes

C. Termination

D. Change Orders

E. Applicable Law and Language

F. Signature
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Small Value Agreement for Procurement Services

Whereas , the "Buyer", desires to obtain services
required for the procurement and delivery of commodities as described in the
attached "PI0/C" (Project Implementation Order/Commodities No.

) which are to be financed by the Agency for International

Development (AID); and

Whereas , the "Agent", states that it is qualified and
willing to provide such services;

Now therefore, the Buyer and Agent, effective from the date of the Agent's
signature below until the Project Assistance Completion Date shown on the
PI0/C, agree as follows:

I. Scope of Work

The Agent will procure all of the items listed in the PIO/C and arrange
for their expeditious and safe delivery to destination following the
instructions in the PIO/C, its attachments and any subsequent amendments. In
doing so, the Agent will act on behalf of the Buyer, will purchase all
commodities and commodity-related services in accordance with the rules and
procedures in AID Handbook 11, Chapter 3, “Procurement of Equipment and
Materials", and will pursue economies in procurement and delivery as
appropriate. The Agent will conduct itself at all times so as to protect and
further the interests of the Buyer. The Agent will assure that all
commodities purchased are covered by marine insurance in the name of the Buyer
and for the Buyer's account on a warehouse to warehouse basis at 120% of the
CIF value and will handle any insurance claims that arise.

The Agent will communicate expeditiously with the Buyer on any problems
that arise and will submit monthly reports indicating the status of all items.

II. Payment for Agent's Services

A. Amount

The Buyer will pay the Agent the total fixed amount of § .
This amount is the entire payment called for in the Scope of Work and no
additional payments will be made to the Agent for purchasing or arranging for
commodity-related services as may be required.

B. Schedule and Documentation
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The Agent will be paid in two parts. One half of the fixed price
will be due upon shipment of half (measured by dollar value) of the
commodities to be purchased in accordance with this contract. The second half
will be due upon completion of performance under the contract. Requests for
payment will be supported by the following documentation:

1. VYoucher SF 1034 in original and three copies.
2. One copy of the Agent's invoice.

3. Original and one copy of the "Contractor's Certificate and
Agreement with AID", Form AID 1440-3.

4. Supplier invoices for all commodities shipped.

5. One copy of each relevant bill of lading or airway bill for the
commodities shipped.

The Agent shall submit the request for payment and the appropriate
documentation to the Buyer. The Buyer shall provide a "Certification of
Performance" or "“Certification of Nonperformance of Specific Items” within 30
days after receipt of the request. If neither certification is provided
within 30 days, the Agent shall be paid according to the request.

C. Mechanism, Place of Payment

Upon request of the Buyer, the USAID named in the PIO/C will issue a
direct Letter of Commitment to the Agent which will provide that the Agent
will be paid directly by U.S. Government check upon submission of required
documentation and Buyer's certification to the USAID Controller.

ITI. Payment for Commodities and Commodity-Related Services

A. Amount

The Buyer will pay for commodities and commodity related services
purchased in accordance with this contract -at the price agreed to in the
purchase order or contract between the Agent and supplier of the commodity or
related service.

B. Schedule

1. Suppliers of commodities and freight will be paid on the basis
of shipment of the commodities; except that when the Agent consolidates
commodities for shipment, the commodity supplier may be paid on the basis of
delivery into custody of the Agent. Suppliers of other commodity-related
services will be paid on the basis of delivery of services.
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C. Documentation

1. Requests for payment for commodities and freight will be
supported by the appropriate documentation required under Chapter 3 of
Handbook II.

2. Requests for payment of other commodity-related services
which are not covered by the commodity supplier’s request for payment will be
supported by the following:

(a) One copy of the invoice for the services
(b) One copy of the following as appropriate:

(i) the inspection certificate; or
(i1) the marine insurance policy
(iii) the warehouse receipt.

(c) An original and one copy of the "Supplier’s Certificate
and Agreement with AID for Project Commodities", Form
AID 1450-4. For commodity-related services other than
freight and insurance the freight forwarder may sign the
form if it is responsible for compliance with the terms
of the Certificate and Agreement.

D. Mechanism

FM/A/LC will issue a bank letter of commitment to (bank, named by
Agent) designating the Agent as approved applicant. The Agent will request |
that the bank issue letters of credit to suppliers who will submit the ‘
required documentation to the bank. The bank will pay the suppliers and be
reimbursed by AID. &

IV. General Provisions

A. Leqgal Effect of AID Approvals and Decisions

| 1. The parties hereto understand that the contract has reserved

to AID certain rights such as, but not limited to the right to approve the
terms of this contract, the supplier, and any or all plans, reports,
specifications, subcontracts/purchase orders, bid documents, drawings, or
other documents related to this contract and the project of which it is a
part. The parties hereto further understand and agree that AID, in reserving
any or all of the foregoing approval rights, has acted solely as a financing
entity to assure the proper use of United States Government funds, and that
any decision by AID to exercise or refrain from exercising these approval

% Revised
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rights shall be made as a financing entity in the course of financing this
project and shall not be construed as making AID a party to the contract. The
parties hereto understand and agree that AID may, from time to time, exercise
the foregoing approval rights, or discuss the matters related to these rights
and the project of which this contract is a part, with the parties jointly or
separately, without thereby incurring any responsibility or 1iability to the
parties jointly or to any of them.

2. Any approval (or failure to disapprove) by AID shall not bar
the Buyer or AID from asserting any right, or relieve the Agent of any
liability which the Agent may otherwise have to the Buyer or AID.

B. Taxes

A11 commodities and services shall be exempt from all taxes, fees,
levies, customs, or impositions imposed under Taws in effect in the host
country, or the Buyer shall make payment for or reimbursement for such taxes
to the extent specified in the Agreement signed between the government of the
host country and AID.

C. Termination

The Buyer may terminate this agreement in whole or in part by
written notice to the Agent. In the event of termination, the Agent will
follow the Buyer’s instructions with respect to the cancellation of purchase
orders or contracts issued to suppliers, assignment, etc. Barring evidence to
the contrary, the Agent shall be presumed to have earned payment for one half
of that portion of its remuneration which as attributable to line items for
which purchase orders of contracts have already been issued to suppliers.

D. Change Orders

The Buyer may at any time, by written order, make changes within
the scope of work of this contract. If any change causes an increase or
decrease in the cost of, or the time required for, performance of any part of
the work under this contract, an equitable adjustment shall be made in the
contract price, completion date, and any other affected provision.

E. Applicable Law and Lanquage
This contract shall be interpreted in accordance with the laws of

the United States of America. A1l notices pursuant to this contract shall be
English.

F. Signature

The parties hereto, through their duly authorized representatives,
hereby agree to the provisions of this contract.
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(Name and Address of Buyer)

By: (Signature of Authorized Representative)

Name:

Title:

Date:

(Name of Agent)

By: (Signature of Authorized Representative)

Name:

Title:

Date:

Upon signature, the Agent will send a copy of this agreement to the Buyer and
to the parties named below:
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CHAPTER 5

PROCUREMENT THROUGH OTHER
U.S. GOVERNMENT AGENCIES

General

This chapter covers the use of U.S. Government agencies, other than AID,
to purchase commodities on behalf of the Borrower/Grantee (B/G) under
AID-financed programs. It is important to remember that while the
procurement instructions are issued by AID, AID is acting at the
instruction of the B/G. In order to use U.S. Government agencies as
purchasing agents for AID programs on a continuing basis, AID negotiates
agreements with them. The agreements spell out operating relationships,
responsibilities of both parties, surcharge provisions, and arrangements
for reimbursement. See Handbook 12, Use of Federal Agencies, for
information on AID's relations with other government agencies, the types
of services they provide, and a description of the contents of
agreements. If the services of a particular agency are not to be
reimbursed, appropriate authorizing and implementing documents may be
used without a formal agreement.

General Services Administration - The Federal Supply Service

The Federal Supply Service (FSS) within the General Services
Administration (GSA) provides procurement and supply support for the
U.S. Government in its domestic and overseas operations. It supplies
commodities for AID through a variety of supply programs.

1.  Surcharge

a. GSA assesses a surcharge of six percent (6%) of the price of
the commodity as compensation for GSA's costs of providing services such
as inspection, marking, labeling, packaging, packing, and transportation
to the port of export.

b. Where applicable, freight forwarders' fees are reimbursable in
addition to the GSA surcharge on all purchases and are separately listed.

c. For items shipped without overseas preparation at GSA
facilities, GSA bills AID for actual costs of the items plus the
applicable surcharge rate regardless of where or by whom the packaging
is accomplished. 1In such cases packing charges by the vendor will not
be passed on to AID as a separate charge. Transportation costs are
chargeable when items are purchased f.o.b. at the supplier's plant.

% Revised
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2. Commodities and Services Available from GSA

Commodities supplied by GSA to AID fall into three principal
categories: (a) stores stock, (b) Federal Supply Schedule, and (c) open
market or commercial procurement. Information on the stores stock
program and Federal Supply Schedules and their use can be found in the
GSA Supply Catalog, which may be obtained from:

2% General Services Administration
CMLS 819 Taylor Street
P.0. Box 17077
Ft. Worth, Texas 76102-0077
FTS: 334-4040
COM: (817) 334-4040 32

a. Stores Stock

(1) Stores stock items are common use commodities bought in
quantity, inspected, and described in the GSA Supply Catalogs.

(2) They are stored in GSA regional depots in anticipation of
customer needs. The GSA Supply Catalogs contain descriptive data and
representative illustrations for thousands of stores stock items. GSA
catalog prices for these items are generally about twenty percent
cheaper than comparable commercial prices in the United States.
Discretion should be exercised, however, in ordering stores stock for
overseas delivery since such items often may be purchased more
economically in the Tocal market.

b. Federal Supply Schedules

(1) These schedules are listings of commodities not included
in stores stock. They are available at a fixed price for a given time
on contracts negotiated and administered by the Federal Supply Service.
The schedules and accompanying contractors' catalogs and price lists
contain thousands of items frequently required by USAIDs Federal Supply
Schedules are listed in the GSA Supply catalogs.

(2) While Federal Supply Schedules are designed primarily for
domestic agency use, USAIDs can order the items Tisted in the schedules
through the GSA Regional Offices or by placing the order directly with
the schedule contractor. Orders for Federal Supply Schedule items
placed through GSA will be subject to the & percent surcharge. If

% Revised



"

\\/1‘

~

Trans. Memo. No. Effective Date Page No.

AID HANDBOOK 15 15:94 Feb. 23, 1989 5-3

5B2b

placed directly with the contractor the surcharge will not apply.

Prices for items listed in the schedules include delivery to any
destination within the United States. Orders should clearly state that
shipnent to overseas destination is required and should include
estimated ocean freight or air freight costs and insurance, if

required. Delivery time has proven to be shorter when ordering directly
from the contractor. Federal Supply Schedule items, as well as stores
stock program items, are considered to be of U.S. source origin for
purposes of AID's requirements.

(3) Quantities and prices in the schedules are based on
continuing average demand, and each contract includes a Maximum Order
Limitation (MOL) specifying the maximum quantity or dollar limit that
can be ordered. Orders exceeding the MOL limit will be purchased on the
open market.

c. Open Market

Commodities not available from the GSA supply catalogs or from
Federal Supply Schedules are purchased by GSA from commercial suppliers
through open market procurement using GSA's usual procurement
procedures, i.e., solicitation, bid evaluation and contract award. Qpen
market procurements constitute the major portion of AID's purchases from
GSA and are made by the Federal Supply Service's Special Programs
Division of the GSA Central Office in Washington, D.C.

d. Leadtime

(1) 1In planning the delivery period for commodities consider
the total leadtime from requisition through delivery. Approximate
leadtimes for GSA to process orders and prepare commodities for sh1pment
from a U.S. port of exit are as follows:

(a) Stock catalog commodities generally are at a port
ready for shipment within 30-40 days after the date the USAIDs order is
acknowledged.

(b) Federal Supply Schedule commodities are usually
ready for shipment 55 days from date of acknowledgement of placement of
order with the contractor plus the delivery period within the United
States cited in the pertinent supply schedule. The delivery period for
Schedule commodities varies depending upon the items involved. USAIDs
may estimate such leadtimes from the terms in the pertinent schedules.
When earlier shipment dates are required, USAIDs should notify GSA or
the schedule contractor and confirm the shipping date.
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(c) Open market purchases: Standard manufactured items
are usually ready for shipment within four months after receipt of order
by the supplier. Leadtime for abnormal quantities or nonstandard items
will depend upon the manufacturer's production time. USAIDs can
estimate leadtime from past procurement experience or by obtaining an
estimate from the supplier or from AID's Office of Procurement
(M/SER/OP).

(2) When USAID orders and specifications are properly
prepared and special instructions are not unusual, the GSA can reduce
the time of the estimates. In summary, the record of past experience of
each Mission provides the best approximation of total leadtime required
from mailing the requisition to delivery of commodities to the point of
use.

e. In-Country Warranty and Service Support

For some types of equipment and vehicles GSA will, if
requested, include in country warranty and service support requirements
in its solicitation. There will be an added charge for the inclusion of
such requirements in excess of the supplier's normal warranty
provisions. The sample in-country warranty and service support
agreements contained in Appendix 5C are generally used as guidelines for
negotiation of final overseas warranty and service support terms that
are acceptable to the supplier.

How to Order From the Federal Supply Services

1. Introduction

Requisitions sent to GSA Regional Offices must be filled out in
accordance with FEDSTRIP procedures. FEDSTRIP is an abbreviation of
Federal Standard Requisitioning and Issuance Procedures and is based on
the use of data processing equipment that receives and transmits
information in both punched cards and printed forms. FEDSTRIP
procedures are described in detail in the FEDSTRIP Operating Guide (FOG)
available from GSA, Centralized Mailing List Services, Building 41,
Denver Federal Center, Denver, Colorado 80225. Requisitioning documents
should be sent to the GSA Regional 0ffice servicing the USAID, except
that PI0/Cs (form AID 1370-1) for open market procurement items and
surcharge exempt items must be sent to M/SER/OP/COMS for forwarding to
the Special Programs Division, GSA Washington, Central Offices. PIO/Cs
for Family Planning Program items on GSA term contracts must also be
submitted to M/SER/OP/COMS. USAIDs are periodically informed by
circular messages of contract items and prices. PIO/Cs for procurement
by Special Programs Division do not require use of FEDSTRIP procedures.
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2. Required Forms

a. Under FEDSTRIP, as adapted for AID, each order consists of two
AID forms:

(1) Form AID 1370-1, PI0/C-Project Implementation
Order/Commodities (Appendix 5A); or one copy of an AID Mission Purchase
Order. Mission purchase orders charged against operating expense funds
may be used only for requisitioning stores stock items.

(2) Form AID 11-94, Document Distribution and Shipping
Instructions, (Appendix 5A).

b. In addition, a requisition form will be required in accordance
with the provisions of the FEDSTRIP Operating Guide. The requisition
form takes the place of Block 16 of the PIO/C and the item or commodity
description portion of a purchase order. Continuation sheets for
PI0/Cs, form AID 1300-1, are not used when ordering from GSA. Instead,
commodity requirements are entered in the requisition form being used.

3. Preparation of Required Forms

a. Use a separate requisition for stores stock, supply schedule,
and open market items. Number items consecutively and double space each
entry. Whenever possible, 1ist the commodities by supply groups as they
are shown in the GSA Supply Catalog. Stores stock items are processed
by computer so be certain to check and double check stock number, unit
of issue, and unit and total price. When reference is made to
commercial catalogs to describe items, the catalog number of the item as
well as the date of the catalog should be given.

b. Items should be described whenever possible in terms of
National Stock Numbers, Federal Specifications or standards, or the
manufacturer's identification symbols and numbers. When this is not
possible, U.S. industrial specifications, performance characteristics,
or other identification should be supplied. Items described with brand
names are supplied with that item or an equivalent substitute unless
proprietary justification is furnished.

c. Plo/C, Form AID 1370-1

Complete the PIO/C Face Sheet in accordance with the
instructions on the use and preparation of the PIO/C contained in
Appendix 5A plus the following changes:
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(1) Block 9 Authorized Agent, insert "GSA/FSS" and the
appropriate GSA Regional Office (See Appendix 5D) for requisitions sent
to Regional Offices. When procurement is by the Special Program
Division, GSA Washington, Central Office, insert "GSA/W" or "AID/W to
designate" and send to M/SER/OP/COMS.

(2) Block 10, Method of Financing, enter "U.S. Govermment."

(3) Block 12, Delivery Period, enter the beginning and ending
dates of the period in which deliveries are required. Two digit codes
to designate the priority of each order are entered in Block 20, Column
60 and 61, of the requisition forms. Use the FEDSTRIP Operating Guide
for priority codes.

(4) Block 13, Project Assistance Completion Date, since
FEDSTRIP forms do not provide space to record this date, the entry in
Block 13 applies to all items contained in the accompanying requisition
form. T

(5) Block 15, Dollar Value, this must be furnished before the
order can be prevalidated. It is essential that this dollar amount be
shown since it cites the maximum AID funds programmed and available for
reimbursement for the commodities ordered.

(6) Block 16, for quantity, description, and specifications,
insert: "See commodity requisition data in the SF 344" (or other
FEDSTRIP form). For instructions and special provisions, insert as
appropriate those provisions and instructions which together with the
document distribution, packing and shipping instructions on the form AID
11-94 will enable GSA to complete the order without the need to go back
to the requisitioner for additional instructions. Use those appropriate
to your particular circumstances adding others which you feel are
essential to a complete understanding of your order. For orders other
than for stores stock, the GSA incorporates AID requirements into their
own purchases and contract provisions. The PIO/C should specify any
special AID requirements, at a minimum setting forth by geographic code
the source for the commodities and transportation services and following
the instructions in Appendix 5A for completing block 16 of the PIOQ/C.

d.  Document Distribution and Shipping Instructions, Form AID 11-94

This form instructs GSA on packing, marking, shipping,
document distribution, and status reporting. Complete the form in
accordance with the instructions in Appendix 5A with the following
changes:
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(1) Block 4. Leave blank since GSA will insert the FEDSTRIP
number it assigns to your order.

(2) Block 5. 1Identify in plain language the addressee at the
foreign port of entry or point of discharge to which the shipment is to
be consigned. This must be consistent with the coded address indicated
in the requisition.

(3) Block 8. Fill in plain language address(es) of the AID
officials to receive information on status of the requisition. This
plain language address must be the same as the coded address entered in
the requisition. A single copy of GSA Form 2779, Supply Status/Shipment
Information, or GSA Form 1348m, GSA Single Line Item Requisition System
Document, will be sent to this address to keep the Mission informed of
procurement status.

(4) Block 9. Insert the mailing address of the USAID
Controller to receive billing documents. These include GSA Form 789,
Statement, Voucher, and Schedules of Withdrawals and Credits; GSA Form
1917, Export Invoice; GSA Form 952, Single Line Item Billing Register;
and other related documents. This plain Tanguage address must be
consistent with the coded address.

(5) Block 11. In furnishing packing instructions to GSA, use
the packing standards contained in Types and Codes of Export Packing,
Appendix 5B. Requisitioners should select and designate the packing
style which they feel will assure reliable delivery of the commodities
to their final destination considering the nature of the commodity,
special handling, unloading, or transit considerations, and storage en
route and at final destination. If the packing instructions apply to
the entire order, the type of pack chosen should be entered in Block 10;
e.g., Pack Type 1 or Pack Type 2. If the packing instructions apply to
individual items, they should be entered in the remarks column of the
form AID 1430-1, SF 344, or GSA 1348. Packing costs may be reduced
through use of containers. Arrangements to use containers may be made
with the supplier or freight forwarder.

e. Requisition

The requisition should be completed in accordance with the
instructions in the FEDSTRIP Operating Guide,
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f. PIO/C Reproduction/Distribution

GSA requires only the face sheet of the PIQO/C. Additional
copies required for use of AID/W, USAID, B/G, or other authorized
purchase agents should be reproduced and distributed in accordance with
the PIO/C instructions in Appendix 5A.

4. Payment

Stores stock and other commodity purchase orders placed with GSA by
AID are initially financed by GSA subject to reimbursement by AID.
Reimbursement is made on the basis of GSA billings directed to the
proper acounting station, so that shipments against USAID-funded PIO/Cs
are billed directly to and paid by an appropriately designated
accounting station responsible for that USAID.'s Controller services.
In many cases this will be the ordering USAID. Charges against PIO/Cs
and other AID funded authorizations charged to AID/W allotments are
billed to and paid by AID/W. In this way, advice-of-charge procedures
are held to a minimum,

a. Billing documents

The billing documents required for processing payments to GSA
are as follows:

(1) Statement, Voucher, and Schedule of Withdrawals and
Credits, GSA Form 789

This is the only document on which payment can be made.
It must always include appropriate supporting documents before it can be
processed. The GSA Form 789 identifies the billing register(s) attached
to it and the amount applicable thereto. Detail necessary for
processing payment is shown on the supporting Single Line Item Billing
Register, GSA Form 952, and other related documents as appropriate.

(2) Export Invoice, GSA Form 1917

This form is always attached to the GSA Form 789 which is
sent to the USAID Controller or AID/W, Attn: Office of Financial
Management (M/FM). The export invoice and its supporting forms are also
included with the shipping documents which are forwarded to USAIDs to
confirm the shipment of goods. The original of the export invoice is
sent with the shipment to the consignee, and the customer's copies are
distributed in accordance with the instructions on form AID 11-94.
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(3) Bill of Lading (B/L)

The usual evidence of shipment is the ocean freight bill
of Tading. However, it may include others, such as those for airway,
railway, barge and truck, postal receipts, etc. The B/L should indicate
the carrier's complete statement of charges including all relevant
weights, cubic measurements, rates, and additional charges, whether or
not freight is financed by AID. They are to be properly signed and
endorsed, when required.

(4) Single Line Item Billing Register, GSA Form 952

This form lists materials issued from GSA Depots and is
also used to identify direct delivery orders. The prescribed format
provides sufficient detail on each 1ine item in order to 1dent1fy the
ordering and/or obligating documents, funding, etc.

(5) Stores Stock Requisition and Purchase Orders

Copies of these forms included with the above billing
documents contain substantially the same information as provided in the
GSA Form 952. Billing documents are always forwarded directly to the
Mission Controller or AID/W, M/FM, as appropriate. Bills are processed
promptly and paid in the amount billed, subject to subsequent
adjustments if necessary. Questions relating to billings and
adjustments are the responsibility of the USAID Controller or AID/W,
M/FM and the GSA office indicated on the billing voucher. Inquiries
pertaining to items on the billing statement but relating primarily to
supply are to be directed to the assigned GSA regional office per
Appendix E1.

b. Billing and Payment Procedures

(1) Payments are processed on the basis of GSA Form 789 -
Statement, Voucher, and Schedule of Withdrawals and Credits - and
prescribed supporting documents, within one full working day after
receipt in M/FM (M/FM receives only billings charged to. AID/W
allotments.) Mission Controllers take whatever action is necessary to
assure tha all GSA billing data is routed directly to M/FM. Payment
cannot be made without both the supporting documents and the GSA Form
789. The basic identification data required on all GSA bills must
appear on the initial original requisition in order to be available for
billing purposes.




Page No. Effective Date Trans. Memo. No.
5-10 Feb. 23, 1989 15:94 AID HANDBOOK 15 .

5Ceda(5)

(2) GSA submits bills at least twice each month., Under no
circumstances should the USAID or AID/W delay payment of GSA billings
pending receipt of the supplies or materials. However, this does not
relieve the USAID Controller of the responsibility for assuring that all
items paid for are ultimately received.

requires close control and follow-up by USAID Controllers, including
coordination with requisitioning offices and technical staffs to assure
that all items paid for have been received. Receiving reports, property
records, and other records relating to the receipt of supplies and
materials serve as a verification of the ultimate receipt of the goods.
Arrival accounting and property accounting records are utilized for
verification of deliveries and also serve as a basis for subsequent
adjustments of billings, claims for omissions, damage, etc. Status
information provided by GSA, and the USAID's status registered and
purchase follow-up records of all undelivered items also are used by
USAID Controllers as required.

(3) Payment of GSA bills funded against USAID allotments .

c. Changes in Amount of Purchase Authorization

(1) A1l contracts, purchase orders, or other obligations are
prevalidated by GSA against the amount of the PIQ/C, requisition, or
purchase order. Except as noted below, no procurement action is
initiated by GSA when the total amount of such costs exceeds the amount
of the purchase authorization until GSA receives from AID an amendment
to the purchase authorization increasing the amount of the
authorization. However, when GSA requests increases in the amount of
the authorization which are within the following specified Timits, GSA
may, after making the request to AID proceed with procurement action
without awaiting receipt of an amendment.

Amount of Authorization Requested Increase

Under $1,000 Not over $200
Over $1,000 Not over $500
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(2) Appropriate action is taken by AID/W allottees and
Mission Controllers to establish reasonable reserves in their accounts
to cover allowable increases. Disbursements to liquidate obligations
jincurred by GSA against a purchase authorization may exceed the amount

™~ of said authorization within the folowing specified limits:
/ Amount of
Amount of Authorization Allowable Excess
Under $5,000 $25.00
$5,000 to $100,000 1/2 of 1%
Over $100,000 $500.00

At the time of close-out, total costs incident to each specific
purchase authorization including but not limited to, the cost of
, commodities and services transportation, and additional

/ accessorial costs are reported by GSA to AID/W.

d. Closing USAID-Funded Purchase Actions Issued to GSA

Under the FEDSTRIP system, status information is not
furnished to USAID Controllers. This necessitates close
cooperation and coordination between USAID Controllers and
requisitioning officers. However, GSA does dispatch final supply
and status information with the GSA Form 1917. This serves as a
guide in analyzing the contract file and enables the USAID to
close each PIQ/C after payment has been made to GSA for aill

\ purchase orders and contracts issued. The USAID may, if past

j experience so suggests establish a small reserve for contingencies

g under pertinent PI0/Cs to cover anticipated or possible additional
miscellaneous charges. The balance in such a reserve is normally
deobligated within three months after receipt of the final GSA
invoice for the commodities procured under the authorization.
Before deobligation of funds is initiated, USAID Controllers must
ascertain whether any additional commitments or obligations are in
process. This action is especially important for USAID
Controllers of regional funded projects who are located at a USAID
other than the one receiving the commodities.
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5. Follow-up and Status Reporting

a. Missions and other ordering activities should exercise
reasonable monitoring of orders to GSA in order to minimize costly
follow-up telegrams and letters.

b. GSA status report are normally sent to ordering activities in
the form of a coded punched card with no plain language
interpretations. In order to receive plain language information on
status of orders, USAIDs insert code letter "A" in Column 7, the "Media
and Status Code" in SF 344. Missions will then receive GSA Form 2779,
Supply Status/Shipment Information, a machine-prepared form letter which
provides status of orders in plain language. The form furnishes
requisition number, agency, stock number, unit and quantity, Bill of
Lading (B/L), identification, unit price, supply source, and other
information advising requisitioning offices on procurement status.
Although USAIDs receive this information from the Department of Defense
(DOD), Automatic Addressing System Office in Dayton, Ohio, status
inquiries should continue to be addressed to GSA.

c. Acknowledgement of orders for GSA Stores Stock Items should
reach USAIDs no later than 30 days after submission of the PIO/C. The
order is normally processed and shipping documents received at the USAID
in about 60 days. For open market items, acknowledgement of the PIO/C
should reach the USAID about two weeks after submission. If status
reports are not received within these Timits, inquiries to the
appropriate GSA Region or to M/SER/OP/COMS should be made, citing the
PIO/C number and date. If the requisitioning has been acknowledged, the
GSA control number should be included in any inquiry.

d. GSA status reports provide a continuous flow of information to
requisitioners. It is important that status reports be reviewed
promptly after they are received by the USAIDs so that any required
corrections and amended instructions may reach GSA before commodities
might be shipped.

e. When commodities are packed and prepared for shipment, GSA
Form 472, Export Shipping Instructions, is sent to the requisitioner.
This form gives the estimated date of delivery. When the commodities
are ready for overseas shipnent, GSA issues the Export Invoice, GSA Form
1917, and prepares a packing list. These forms together with copies of
purchase orders and ocean bills of lading are then dispatched to the
requisitioner by a commercial freight forwarder as soon as shipment is
made.
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6. Discrepancies in Shipments

a. Shortage and Damage Claims

(1) Establishing Claims

(a) GSA does not insure commodities unless requested and
authorized by the B/G or AID. Since funds for repair or replacement are
unlikely to be available under the applicable PIO/C, particularly for
the higher value items, the requisitioner should consider carefully the
need for insurance. An insurance policy should provide for payment of
all losses sustained by the buyer without regard to 1iability. When
shipments are insured, any claims that arise should be filed in
accordance with the insurer's instructions. The requisitioner should
contact M/SER/OP/COMS for instructions when claims arise concerning any
GSA shipments which were not insured.

(b) Shipnents of commodities should be unpacked and
checked as promptly as possible after receipt so that any shortage or
damage can be reported promptly. If shortage or damage is reported,
claims should be initiated immediately in view of the short period of
carrier liability. Shortage and damage may be caused by faulty packing,
careless handling, exposure to severe weather conditions, or pilferage.
If details for making a claim are not immediately available, the carrier
should nevertheless be notified at once that damage or shortage has been
discovered and a claim will follow. If it is subsequently determined
that the carrier is not at fault, the claims should be filed against the
GSA or its supplier.

(¢) In order to determine the proper action to be taken
when shortage or damage to incoming shipments is discovered, the
requisitioner must establish whether the shortage or damage occurred
before or after the arrival of the shipment at the port of entry. The
requisitioner should refer to the bil1(s) of lading, dock receipts
and/or other receipts to ascertain when and where the first notation
concerning shortage or damage was made. The notations of damage will
help place the responsibilities of the various handlers and help the -
requisitioner to properly file its claim.

(d) When shortage or damage is evident at the time the
shipment is received, the bill of lading, receiving and inspection
reports and all other documents upon which receipts are signed must be
annotated to show that the shipment was received in a damaged condition
or that items were missing.
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(e) Claims for shortage or damage sustained before
aceptance of commodities at the port of entry are to be made by the
requisitioner with GSA, with the supplier if, under the purchase terms,
the supplier assumed responsibility for delivery, or with the carrier,
as appropriate. However, no claim should be filed against a carrier
when the total value of the claim is $100 or less, and no claim should
be filed against GSA when the value is $25 or less per line item. The
adninistrative expense in processing such claims would exceed the amount
of recovery. For shipment originating within the United States, where
shortage or damage is clearly due to faulty or improper packing, the GSA
is to be furnished full information.

(f) The requisitioner is responsible for initiating and
settling any claims for loss or damage which occurs after acceptance of
the shipment at the port of entry. Such claims should be initiated in
accordance with local laws and procedures.

(2) Processing Claims

(a) When shortage, loss, damage, or other discrepancy in
shipment occurs, Standard Form 361, Discrepancy in Shipment Report, is
to be completed and forwarded to the GSA. The SF 361 is to be completed
and submitted at the earliest possible date after the shortage, or
damage is discovered. When a portion of a shipment is not received, GSA
should be notified within 10 days so that GSA can file a tracer with the
carrier. Prompt submission of claims is to great importance, since
delays in notifying the shipper or the carrier make investigation and
determination or responsibility more difficult.

(b) The original and two copies of the SF 361 should be
submitted to the appropriate GSA office. Insert full information in the
appropriate blocks. Since the form was designed by GSA primarily for
use within the United States some of the references to rail and truck
shipments may not be applicable.

(c) The more complete the information furnished by the
requisitioner, the faster a claim can be processed. Photographs of the
shipping container and damaged contents taken upon arrival at the port
are among the best evidence that can be presented to support claims for
loss, shortage, or damage, and should be provided whenever possible.

(d) If the form is not available or if the claim is to
be presented to another organization or supplier, the claim may be in
letter form including the following information:
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1. PI0/Cs, Purchase Order, or other applicable
document numbers.

2. Bill of Lading (B/L) date and number, In
addition, give the inland carrier's waybill identification if loss,
shortage, or damage is discovered at an inland destination.

3. Consignee or owner of the goods.
4, Statement of damage or shortage and amount
claimed. (Refer to The attached supporting documents.)

5. Statement of who - carrier or supplier - is
considered liable and why.

6. Kind of receipt given for goods and whether
shortage or damage noted by endorsement of receipt.

7. State whether financial settlement or
replacement is desired. Amounts claimed should be itemized. The cost
of ocean freight should be included.

8. Signature and identification of person filing
claim. -

(e) A1l documents to support the claim are to be
attached to the SF 361, or letter, together with any relevant
correspondence. Copies of cost estimates for repairs or bid estimates
on salvage should also be included. Costs incurred by surveyors and
costs of obtaining required supporting documents and other evidence are
to be included in the claim.

b. Diverted Shipments, Over-Shipments and Complete Shortages

Claims arising from diverted shipments, overshipments, and
complete shortages are processed in the same way as those for shortage,
loss and damage. Upon accepting delivery of commodities a careful check
of all commodities received is to be made against the Bill of Lading,
packing 1ist, and other documents. All discrepancies are to be reported
and proper action initiated.
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5D.

5E.

(1) Diverted and Frustrated Shipments

Diversion of commodities upon AID's instructions is
covered in Chapter 11, Shipments diverted for other reasons are to be
reported to GSA as soon as the requisitioner learns of such shipments.
See the FEDSTRIP Operating Guide for full instructions governing
frustrated shipments.

(2) Overshipments

Requisitioners report overages on the SF 361. Upon
receipt of the SF 361, GSA advises the Mission on appropriate
disposition.

(3) Complete Shortages

When no part of a shipment is received within 180
days from the date of shipment, the requesting office should notify GSA
on an SF 361. If no part of the shipment is received within 20 days of
the date of the SF 361, the shipment is considered a complete shortage.
The requisitioner should annotate the reverse side of the B/L
accordingly, forward it to the GSA office where the shipment originated,
and request reshipment or cancellation of the items not received.

Department of Defense (DOD)

The Agency has agreements with the Department of the Army (DA) and the
Defense Logistics Agency (DLA) for the supply of certain commodities,
mainly medical equipment and supplies and certain subsistence, clothing
and textile items.

Few USAIDs have personnel and equipment with the capability of
requisitioning supplies using MILSTRIP. The USAIDs which requisition
from DLA and DA have a close working relationship with those agencies
and keep current on the newest regulations and procedures. Therefore,
the details of the agreements and the requisitioning procedures will not
be included in this Handbook. Any questions concerning the agreement
and procedures are to be directed to M/SER/OP, AID/W.

U.S. Government Printing Office (GPO)

The United States Government Printing Office (GP0O), in addition to its
printing and binding functions, sells through mail orders and Govermment
bookstores over 25,000 different publications which are prepared by or
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for U.S. Government agencies. USAIDs may use this facility for ordering
any GPO publications required for AID-financed activities. The GPO
issues lists of all publications with current prices. These 1ist may be
obtained from the Superintendent of Documents, U.S. Govermment Printing
O0ffice, Washington, D.C. 20402; Attention: Department of Public
Documents. Available by purchase from GPO is a "Monthly Catalog of
United States Government Publications" which contains a comprehensive
listing of all publications issued by the departments and agencies of
the U.S. Government.

1. How to Order from the GPO

a. GPO Coupons

The easiest way to order from GPO is to use a GPO order blank
or letter indicating by catalog number and title the publications
requested and by providing sufficient coupons to pay for them. The
coupons are in values of 5, 10, 25, and 50 cents and are purchased by
Missions in anticipation of annual need. A U.S. Treasury check, U.S.
bank check, or international money order is issued to the Superintendent
of Documents for the total value of the coupons requested. The coupons
have no expiration date.

b. Purchase Order

A U.S. Government Purchase Order may also be used to purchase
GPO publications. This is especially useful for large quantity
purchases. The purchase order must provide for reimbursement in U.S.
dollars.

c. Discounts

Discounts are usually provided for quantity purchases of 100
or more copies of a single document. See the GPO price lists and other
issuances for further details.

2. Delivery

Except for very large quantity purchases, the GP0O sends
publications via international surface mail. Coupons or funds should be
provided in the amount of 25 percent of the value of the order to
provide postage. This figure should be higher for airmail and depends
upon the ordering country's location. This extra charge for postage
does not apply to Mexico and Central and South American countries except
Argentina, Brazil, and Guyana. :
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1. Surcharges

Surcharges vary among the various Federal agencies as do the kinds
of services furnished as part of the surcharge. It is important to
consider all procurement cost elements prior to issuance of the
procurement instruction.

a. Federal Highway Administration (FHWA)

The FHWA applies a surcharge computed on 3 percent of actual
commodity purchase costs. This surcharge includes required inspection
and testing only. Al1 other costs such as packing, shipping, etc. are
additional.

b. Federal Aviation Agency (FAA)

The FAA assesses a 7-1/2 percent surcharge to the total value
of the purchase authorization. This charge provides for:

(1) Developnent of commodity requirements and preparation of
specifications;

(2) Factory inspection and testing;
(3) Technical advice and consultation; and

(4) General administrative costs associated with purchase and
related activities.

A11 other costs such as export packing and marking and shipping are
additional.

c. Other Federal Agencies

There are no formal surcharges applied by other Federal
agencies; however, all export costs which they incur must be reimbursed
by AID.

2. How to Place Orders with Other Federal Agencies

a. General

The PIQ/C is the document ordinarily used for procurement from
other Federal agencies. Since these agencies usually insist that an
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AID/W office be designated as a contact point for overseas procurements,
submission of a PI0/C as a worksheet to M/SER/OP/COMS is the recommended
procedure to assure optimum coordination between AID and the purchasing
agency. Purchases placed with other Federal ‘agencies are also subject
to AID policies and requirements prescribed in the loan or grant
agreement. All1 AID and B/G requirements are to be clearly expressed in
the documents authorizing procurement. If less than full and open
competitive procurement is desired for any item, the requesting office
or USAID must justify the request in accordance with the requirements of
the Federal Acquisition Regulation. The purchasing agency will be
responsible for determining whether a noncompetitive procurement may be
undertaken.

b. Required Forms

(1) Project Implementation Order/Commodities (PI0O/C) Form AID

1370-T, Appendix 5A

Complete the PIO/C in accordance with the instructions on
its use and preparation contained in Appendix 5A. If specifications are
to be developed by another Federal agency, the requisition or other
authorization document is to indicate "Detailed specifications are to be
developed by the (Name of Agency) and agreed to by the AID Mission in
(Name of Country).™

(2) Form AID 11-94, Document Distribution and Shipping
instructions, Appendix 5A

This form should be filled out in accordance with the
instructions on its use and preparation contained in Appendix 5A. In
furnishing export packing instructions in Block 11 of the Form AID
11-94, use the packing standards contained in Types and Codes of Export
Packing which are in Appendix 5B.

c. Payment

(1) Other Federal agencies generally reimburse suppliers from
their own appropriations. The agency then bills AID for reimbursement.
If purchases are frequent, this is done monthly. In addition, other
Federal agencies furnish AID a monthly statement of cumulative accrued
expenditures applicable to all commodities received and
commodity-related services performed through the end of the reporting
period., Billings and reports are prepared and submitted in accordance
with AID instructions in any existing interagency agreement or in AID
notices and instructions.
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(2) Documents authorizing procurement are issued for an
amount sufficient to cover total costs of commodities and commodity
related surcharges through delivery to ultimate destination. Funds
required for surcharges are to be included.

(3) Funding amendments can be made only with the approval and
authorization of the office controlling funds (allottee) cited in the
authorizing document. The amount shown in the authorizing document is
the maximum amount programmed by AID to pay for the procurement, and
reimbursement is limited to such amount unless amended. If additional
funding or extension of delivery date is required, the AID office which
issued the procurement authorization is advised promptly.

3. Follow-up and Status Reporting

USAIDs or their ordering activities control and follow-up purchases
placed with other Federal agencies in the same manner as for other
procurements and may deal directly with the authorized agent on matters
relating to their orders. However, when the PI0/C has been issued by
M/SER/OP/COMS to a Federal agency, it is recommended that requests for
status reports or for changes in procurement instructions be addressed
to M/SER/0OP/COMS for action or implementation.

4., Loss, Damage, and Shortages Claims

Claims resulting from shipments are treated in accordance with
established local procedures. Ordering activities take prompt action
initiating claim actions in order to meet all the requirements included
in the purchasing agent's regulations and in the Federal Acquisition
Regulations.
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APPENDIX 5A

INSTRUCTION ON USE AND PREPARATION OF THE PIO/C -
FORM AID 1370-1
(PROJECT IMPLEMENTATION ORDER/COMMODITIES)

Introduction

a. The PIO/C (form AID 1370-1, Attachment A) is used for procurement
of project commodities when the USAID or AID/W undertakes to implement a
project commodity element, or to arrange for its implementation through
a third party. Such a commodity procurement may include the procurement
of commodity-related, services, including incidental services. There is
a limitation as to the value of incidental services which may be
procured by a PI0O/C (see 2b below).

b. The PIO/C serves several purposes. First, it contains a detailed
description of what is to be procured, directly or indirectly, hy AID;
it is thus a purchase request. Secondly, when it is countersigned by
the cooperating country, it constitutes an agreement on specific
commodities and services AID undertakes to procure. Thirdly, it
earmarks funds obligated by a Project Agreement, or when no bilateral
Project Agreement is involved (as in centrally administered research
projects), the PIO/C makes an "administrative reservation" of funds.

c. The PI0O/C must designate an "authorized agent" to accomplish the
procurement. The authorized agent may be:

the concerned USAID;
another USAID, with its concurrence;
AID/W;
another U.S. Government Agency; or
(5) a non-USG entity acting as procurement agent provided there is
an underlying contractual agreement.

—
W~
Nt et Nat® ot

d. When the cooperating country is to implement a project commodity
element, a Project Implementation Letter (PIL), rather than PIOQ/C, will
be issued to the borrower/grantee to provide guidance, information and
authorization to initiate procurement action, and to earmark funds. If
the B/G enters into a contract with a non-governmental procurement
agent, it may use a PIO/C form as a convenient way to inform the agent
of specific commodity requirments for procurements under the contract.
A PI0O/C may not be sent to a non-governmental procurement agent unless
there is an underlying contract. See Chapter 4 of this Handbook for
more information on using procurement agents.

e. Except where specifically noted, the instructions in this Appendix

apply to situations where AID implements or arranges implementation of a
project commodity element through a third party.

TRANS., MEMO NO, EFFECTIVE DATE PAGE NO.
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Limitations and Restrictions

a. The PI0/C will not be used for the procurement of project
commodities when:

(1) the commodities are included in a Project Implementation
Order/Technical Services (PIO/T), form AID 1350-1;

(2) the items are books, pamphlets, or other materials available
from the Superintendent of Documents, U.S. Government Printing Office; or
(3) the procurement is to be financed with U.S.-owned foreiagn

currency. See Handbook 19 - Financial Management.

b. The price of any incidental services, as defined in Chapter 2 of
this Handbook, must be stated separately on each PI0O/C, and may not
exceed 25 percent of the commodity price. A PI0O/T, rather than a PI0/C,
is used to authorize the purchase of incidental services if their cost
is in excess of this Timitation,

c. See Handbook 19 for AID's obligation concepts applicable to project
assistance. Prior to the issuance of a PI0O/C, there must be either:

(1) an executed bilateral project agreement (either grant or loan
funded), obligating the project's funds; or

(2) a project authorization and allotment of funds for an AID/W
project. PIO/C's for such projects may be issued with, or following
such authorization and allotment.

Issuance of PI0/C's

a. USAID Issuance

(1) USAIDs are responsible for issuing PI0O/C's which designate the
USAID's assigned GSA Region, another USAID or the USAID itself as
authorized agent. USAIDs are also responsible for initiating the
“worksheet" PI0O/C (form AID 1370-1) to be transmitted to M/SER/0P/COMS
when the PI0O/C is to be issued by AID/W.

(2) When justified on the grounds of urgency, a USAID may initiate
a PI0/C by telegram for AID/W to complete the issuance. The telegram
must provide the data called for in Blocks 2 through 7 and 13 of the
form AID 1370-1, as well as indicate the consignee and any special
documentation requirements for completing the form AID 11-94, Document
Distribution and Shipping Instructions. When information furnished in
Block 7 indicates that the funds are obligated by an agreement, the date
that the agreement was executed should be provided. Failure to provide
the requested information may delay issuance of the PIO/C. Telegram
requests must be confirmed immediately by forwarding a "worksheet"

PI0/C to M/SER/OP/COMS which references the telegram in Block 17.
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b. AID/W Issuance

AID/W, M/SER/OP/COMS, issuance is required for all PIO/C's:

(1) for procurment by the GSA Central Office, Washington, D.C. (as
distinct from a GSA Regional Office), or by other U.S. Government
agencies;

(2) for procurement by an AID/W contractor;

(3) for procurement of agricultural commodities, such as seeds,
pesticides and fertilizer;

(4) for procurement of contraceptives and related family planning
commodities;

(5) for procurment of commodities from GSA for malaria eradication
programs;

(6) for procurement of commodities from UNICEF.

c. AID/W Reissuance of USAID-Issued PI0/Cs

Circumstances may warrant reissuance of a USAIND-issued PIO/C or
amendment by [1/SER/0P/COMS in AID/W. Changes deemed necessary by AID/W
in a USAID-issued PIO/C will be made when feasible and approved over the
signature of an authorized AID/W official. Copies of such reissuances
vwill be distributed to the USAID and other offices in the same manner as
for other AID/W-issued PIO/Cs.

Issuance of Amendments

a. Amendments to a PI0/C are generally initiated and issued pursuant
to the same rules as the original PI0/C. However, USAIDs may issue an
amendment to any PI0O/C (whether issued by AID/W or the USAID) which
decrecases its authorized value. Such action is taken with the
concurrence of the authorized agent upon determining that the value of
the PI0/C exceeds the amount required to complete the procurement.

b. Amendments to a PIN/C increasing its authorization value in order

to cover increased costs of commodities may be made so long as there are
funds available within the project. An issued PIO/C should not be

amended to add new items or to increase gquantities of previously listed
items after the authorized agent has finalized orders with specific
suppliers for items originally authorized. Additional items and/or

increased quantities should be authorized in a new PID/C.
c. AID/W does nnt issue closing amendments.

ltethods of Financing

a. Standard methods of reimbursement for transactions between U.S.

Government agencies are applicable when the authorized agent named in a
PIO/C is a U.S. Government agency.
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b. If a PIO/C is used to provide commodity information to non-U.S.
Government entities, AID's usual methods of financing commercial type
transactions are used. The procedures should be specified in the
contract.

6. When Separate PIO/C's are Required

The PIO/C may 1ist one or more commodities or all of the commodities

required for a project. However, PI0O/Cs should avoid combining

dissimilar commodity groupings such as industrial and agricultural

commodities or vehicles and pharmaceuticals. The number of items in a ‘
single PI0O/C should not be excessively large or completion within a

reasonable time might be difficult. A separate PIO/C must be issued for:

a. each project;
b. each authorized agent designated;
c. contraceptives and contraceptive devices;
d. each allotment of funds.
7. Document Coding

a. Project Implementation Order numbers, whether for PIO/P's (form AID

1380-1), PIO/T's (form AID 1350-1), or PIO/C's (form AID 1370-1), .
consist of four segments, separated by hyphens, that identify the

geographic code, the project serial number, type of document and issuing

office, and the document serial number as follows:

Implementation Order Document Number

First Second First Second
Segment of Segment of Segment of Segment of
Project No. Project No. Doc. Code No. Doc. Code MNo.
621 0122 5 50066
Geographic Project Type of Document
Code Serial Document Serial
Number Number

(1) First Segment of Document Code No. - Type of Implementing
Document

Implementing documents are coded by type in the following pattern:
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N
Code Type of Implementing Document
1 PIO/P: Participant Training
2 PIO/T: Participating Agency
Service Agreement
3 PIO/T: Contract for Services
4 PIO/C: Commodities - Mission
issuance for procurement
as stated in paragraph 3a
above
. 5 ‘ PI0/C: Commodities - AID/MW,
Y _ M/SER/OP issuance as
» stated in paragraph 3b
above.
(2) Second Seament of Document Code No. - Document Serial Number
(a) This is a five-digit identification number assigned by
the Mission Controller to PIO’s for country projects. This number is
recorded in the appropriate USAID accounts to identify the project.
(b) The first digit identifies the fiscal year in which the
funds were obligated by an agreement or administratively reserved. For
N example, the digit 5 indicates fiscal action against FY 85.
' (c) The Tlast four digits are assigned in numerical sequence
to PIO’s as they are initiated or issued. Numbers run consecutively
(not as a separate series under each field of activity or project). The
series from 9001 through 9999 is reserved for use by AID/W.
b. For PIO’s for AID-funded projects/activities; i.e., regional and
interregional projects, including research, a seven-digit serial number
is assigned by the AID/W allottee. (See Appendix D, Handbook 18.)
8. Format and Distribution
. a. Format
g (1) A properly prepared PIO/C consists of:
(a) Completed PIO/C, form AID 1370-1, Attachment A.
(b) Continuation Sheet(s) for PIO’s, as required, form AID
1300-1, Attachment B. Plain white paper is acceptable for continuation
sheets when form AID 1300-1 is not available.
(c) Completed form AID 11-94, Document Distribution and
Shipping Instructions, Attachment C.
N\ (d) -Special provisions covering transportation, Attachments D

g and E, are applicable to U.S. government agencies.




Page No. Effective Date Trans. Memo. No.
5A-6 Dec. 27, 1990 15:101 AID HANDBOOK 15

b. Distribution

(1) USAID-issued PIO/Cs are distributed as follows:

(a) Ten sets to the AID/W Mail Room for distribution, showing
the complete PIO/C number and project number on the outside of the
envelope.

(b) Additional copies as required by the USAID and the B/G.

* (c) Two sets to the designated authorized agent with a cover
memo requesting acknowledge of receipt.

(2) USAID-issued "worksheet" PIO/Cs are distributed as follows:

(a) Ten sets to the AID/W Mail Room showing the complete
PI0/C number and project number on the outside of the envelope

(b) Additional copies as required by the USAID and the B/G.

(c) Two sets to MS/OP/COMS for action with a cover memo
requesting acknowledgement or receipt. o

(3) AID/W-issued PIO/Cs (20 copies) are forwarded to the AID/W
Mail Room for distribution to the appropriate USAID, AID/W offices and
the authorized agent.

Preparation of the PIO/C (Form AID 1370-1, Face Sheet)

The following are instructions for preparing the PIO/C. For additional
instruction of preparing a PI0O/C when GSA is the authorized agent, see
Chapter 5 of this Handbook.

Worksheet/Issuance Block - Insert an "X" in the appropriate box to
indicate whether the PIO/C is a worksheet or an issuance.

Page Numbering - Form AID 1370-1 is always numbered page 1.
Continuation sheets are numbered consecutively. The total number of
pages in the collated set should be shown; e.g., page 1 of 10 pages,
page 2 of 5 pages, etc.

a. Block 1 - Cooperating Country: Insert the name of the country,
regional, or interregional program.

b. Block 2 - PIO/C Number: Insert the complete PIO/C number
(three-digit geographic code; four-digit project serial number;
one-digit type of document code; and five-digit or seven-digit document
serial number, as appropriate.

% Revised
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c. Block 3 - Project Number and Title: Insert the complete project
number and description title as shown on the related project description,
and the project or loan agreement under which the PIG/C is funded. If
the PIO/C is authorized by an AID/W project, a cost component code is
inserted immediately following the four segment project number (see
Handbook 19). If the PIO/C is loan-funded, insert the loan number and
Disbursement Authorization No. immediately following the project and
title.

d. Block 4 - Appropriation Symbol: Insert the appropriation number
that appears in the related agreement. If the PIO/C is an administrative
reservation, insert the appropriation to be charged, as authorized.

e. Block 5 - Allotment Symbol and Charge: Insert the allotment symbol
used on the related Project Agreement or Activity Description or other
obligating document.

f. Block 6 - Funds Allotted To: Insert an "X" in the appropriate box
to show whether the funds are allotted to AID/W or to the USAID. On a
worksheet PIO/C, where the project has not been approved, or is approved
and funds are not yet available, this block should be left blank and
footnoted appropriately. uSAIDs should not submit a PIU/C for AID/W
issuance until the project has been approved and the funds are available.

g. Block 7 - Obligation Status: Mark "Administrative Reservation"
if the procwrement is not funded by a Project Agreement, indicating that
funds will require revalidation before implementing document is fully
executed. Mark the box indicating "By Agreement" if the procurement 45
funded by a Project Agreement.

h. Block 8 - Original or Amendment Number: Check original or insert
the number of the amendment, as appropriate. Amendments are numbered
consecutively against each original PIO/C.

i. Block 9 - Authorized Agent: Insert the name of the agent designated
to procure or to direct the purchase of the commodities. In UASID-
initiated PIO/C's for AIB/W issuance, the USAID should insert:

"AID/W to designate ........ ceesess." followed by the name of the agent
which the USAID recommends for AID/W consideration.

J. Block 10 - Method of Financing: Insert an "X" in Box A when the
authorized agent is a U.S. Government agency (including AID). 14 the
PI0/C 4is being used in conjunction with a contract for proowrement
services by a non-U,S. Government agency, Leave Box B blank and
indicate the ginancing method Lin Block 16.
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k. Block 11 - Contracting Period

From: This block is left blank when a U.S. Government agency
is the authorized agent.

To: This block is left blank when a U.S. Government agency is
the authorized agent, except to call attention in Administrative
Reservation PIO/C's (Block 7) to the need to contract or place orders
by September 30 of the fiscal year in which the PI0O/C was issued.

For Administrative Reservation PI0/C's, insert September 30 of the
applicable fiscal year.

T4 the PIO/C 45 being used in confunction with a contract with a
non-U.S. Government agent, the contracting period should be a rnealistic
tane perdod within the effective dates of the underlying contract.

1. Block 12 - Delivery Period

From: This block is left blank when a U.S, Government agency

is the authorized agent. 14 wsed <n conjunction with a Host Country
contract, zthe date may not antedate the effective date of the contract.

To: Insert the period of time, by dates (month, day, year),
during which it is desired that commodities be delivered. Required
delivery dates and/or schedules for delivery in country shouid be
jdentified in Block 16. Delivery dates should be realistically
related to leadtime and the procurement plan for project implementation.

m. Block 13 - The Project Assistance Completion Date (PACD) is the
date shown in the project agreement as the estimated final date by which
contribution of materials, supplies, or services may be delivered to a
project.

n. Block 14 - Area of Source: Insert the AID Geographic Code for
the source authorized by the Project Agreement,

o. Block 15 - Dollar Value: This block is used to show the estimated
landed costs of the commodities. Inserts are made as follows:

(1) Original PIO/C's

(a) Increase (Block 15B) -~ Insert the estimated Tanded costs
of commodities.

(b) Total to Date (Block 15D) - Insert the same figure listed
in Block 15B.
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(2) Amendments to PIO/C's

(a) Previous Total (Block 15A) - Insert the figure shown in
Block 15D of the PIO/C.

(b) Increase (Block 15B) - Insert the estimated increase, if
any, over the figure shown in Block 15D of the PIO/C which is being amended.

(c) Decrease (Block 15C) - If pertinent, insert the estimated
decrease in the figure shown in Block 150 of the PIO/C which is being
amended. Otherwise, leave blank.

(d) Total to Date (Block 15D) - Insert the revised estimate
of landed costs (Block 15A, plus Block 15B or minus Block 15C). Where
the amendment does not involve a change in the cost estimate, insert the
figure 1isted in Block 15A.

p. Block 16 - Quantity, Description, Specifications, Instructions,
and Special Provisions- ’

(1) Space in this block is usually inadequate to include all of
the necessary detail. It is often necessary to 1imit the entries in this
block to an index of pages (continuation sheets) attached to the face
sheet, which provide the needed details. One such index, which may be
modified to meet individual USAID preference, is:

A. PROJECT COMMODITIES
B. BASIS OF DELIVERY

. SHIPPING

o O

DELIVERY
MARKING, INCLUDING REQUIREMENT FOR AID EMBLEM
DOCUMENT DISTRIBUTION AND SHIPPING INSTRUCTIONS

AUTHORIZATION FOR NEGOTIATED PROCUREMENT (WHEN APPROPRIATE)
PAYMENT

I O Mmoom

I. SOURCE WAIVERS, IF ANY
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(2) In listing project commodities, assign a line item number
to each item. State the quantity and unit of measure (each, pound,
etc.) and name the commodity in commercial terminoloqy. Insert detailed
specifications for each item unless, under existing arrangements with
AID, such specifications are to be developed by the authorized agent.

In the latter case, insert a clause along the following lines:
"Specifications are to be agreed upon between AID and the Authorized
Agent." Each item is normally described by its technical nomenclature
and specifications. When it is expedient to cite catalog references or
brand names, the words "or equal" are added and the catalog identified
by name of company and date it was issued. It is also desirable to use
more than one brand name before the "or equal" if possible. Maximum
participation by all qualified suppliers is desired and specifications
shog]dfbe made as broad as practicable. List separately the estimated
cost of:

- Each commodity item

- Transportation, plus insurance, if applicable, for the total
quantity of commodities

- The total procurement fee or surcharge

(3) Other Than Full and Open Competition - Whenever a PI0O/C
is issued to a U.S. Government agency covering an item or items for
which other than full and open competition is requested, the requesting
office must provide, and certify as accurate, all the necessary data to
support the request. See Federal Acquisition Regulation Section 6.303.

(4) Special Provisions and Instructions - Insert, as
appropriate such special provisions and instructions as are required for
the PI0O/C to serve as a complete authorization and instruction document
for effecting the required procurement. This includes:
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(a) Special instructions regarding consignee, delivery, routing,
shipping, source, end-use, packing, marking, catalogs, operating manuals, repair
tools, spare parts, documentation, services, including marine insurance, if
desired, etc.

(b) Ocean Thansportation

1. ALL PI0/C's must include a special provision on ocean
Lunspontation. Attachment D provides standard Language for this purpose.

2. Occasionally a B/G may eLect not to use the Loan/grant {unds
o finance the ocean freight. This may occun when B/G wishes to have AID-
ginanced commodities shipped aboard vessels of flag registry wherne the {reight
wowld be ineligible for AID financing. The B/G in such cases must fuanish o
AID, prion to issuance of the PIO/C, means acceptable to AID to finance the
ocean freight from other than Loan/ghant funds. This may be authorization
which AID may pass to the authorized agent to ship frneight collect aboard ships
of a specified ocean carrnien. 1t may be a freight §inancing commitment §rom othen
gunds. This authonization and its own administrative particwlarns will be in-
conporated in the PI0/C in Lieu of Attachment D. When B/G finances the feight,
a ghee world fLag vessel must be used.

3. In providing gudldance on ocean transportation,
consideration should be given to cargo preference requitements. In some
cases, Lt may be desinable to instruct the authornized agent to ship only
on U.S. flag vessels. When the PIO/C covers a Large portion of commodity
procurement under a profect, Lt may be desirnable to provide more detailed
nsthuetions on cargo preference.

(c) Air Transportation - Where air . transportation is required to
meet urgent project needs, or where such mode of shipment is demonstrably
more advantageous than ocean transportation, the PIO/C may authorize the
use of air transportation in lieu of ocean transportation., The PIO/C
may also authorize partial shipment by air and the rest by ocean,
as dictated by project delivery requirements. In those instances
where only air transportation will be used, Attachment D will not
be included in the PIO/C. See Handbook 1B, Chapter 7C, for U.S. flag
requirement on grant-funded PIO/C's. Attachment E covers ain thanspontation,

_ (d) Terminal Date for Disbursements - When the PIO/C funds are
from a Project Agreement, include the following:

"In accordance with Project Agreement Number
except as AID may otherwise agree in writing, no
disbursement shall be made against documentation received
by AID after (insert date 9 months after PACD in Agreement)."

]
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(e) Marking Requinements - The PIO/C should indicate that the
commodities and shipping caitons mudt be marked with the AID hand clasp
emblem,

g. Block 17 - Mission References: This block is used to cite references
significant to the PIO/C, as appropriate. For example, the project agreement
number and the date the agreement was executed are inserted in this block.
Communication references regarding source waivers, proprietary procurement
authorization, etc,, are also tited.

r. Block 18 - Mission Clearances: Insert Mission clearances' signatures
(always inclTuding that of the Mission Controller) and the date cleared by each.

s. Block 19 - Date of Original Issuance: Insert the date on which the
PICG/C is approved for issuance.

t. Block 20 - Date of this Issuance: Insert the date on which the PIO/C
or PIO/C amendment is approved for issuance. If the document is an original
P1I0/C issuance, this same date will also be shown in Block 19,

u. Block 21 - For the Cooperating Country: Whenever a PIO/C 48 issued
under a bilateral Profect Agreement, an authorized representative of the B/G
must Adign in this Block to indicate an agreement on the Aspecigic commodities
to be procured.

v. Block 22 - Signature Block for the Agency for International Development:

(1) USAID-initiated or issued PIO/C - The signature in this Block must
be that of the Director of the USAID, or his/her authorized designee, as
prescribed by a written delegation of authority.

(2) AID/W-issued PIO/C - The signature must be that of the AID/W
official authorized to sign the PI0O/C, as prescribed by a written delegation
of authority.

NOTE: The signature in Block 22 of the PIQ/C evidences certification to the
fact that (a) a current agreement covers the activity described and that the
PIO/C is in conformity with the provisions of the agreement with respect to
value, scope, and technical content or (b) that the funds have been
administratively reserved for commodity procurement under an approved activity.
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11.

NOTE:

Preparation of the Continuation Sheet for PIO's, Form AID 1300-1
The Continuation Sheet, form AID 1300-1, is not used when ordering from

GSA. In other instances, form AID 1300-1 (Attachment B) is prepared as
follows:

a. Worksheet-Issuance Block: Insert an "X" in the appropriate box to
indicate whether the Continuation Sheet is being initiated or issued.

b. Block 1 - Cooperating Country: Insert the name of the country,
regional, or interregional program as shown on the face sheet.

C. Block 2 - PIO Number and Original or Amendment

(1) Block 2.a. - PI0 Number: Insert the complete PIO/C number
as shown in Block 2 of the face sheet.

(2) Block 2.b. - Original or Amendment: Check original or insert
amendment number, as shown in Block 8 of the face sheet.

d.  Block 3 - Project Number and Title: Insert the complete Project
Number and Title as shown in Block 3 of the face sheet.

e. Narrative Block: Use this portion of the form to complete the
information required in any block of the face sheet of the PIO/C, form
AID 1370-1. Insert in the left margin, opposite each entry, the block
number to which the entry is related; e.g., Block 16, etc.

Preparation of Amendments

PIO/C’s may be amended by:

a. Preparing a complete revision with the new text and/or numbers
underlined, or,

b. Preparing a partial revision showing only the changes as follows:
REVISE: "(State the text of the revision)"
ADD: "(State the additions)"

DELETE: “(State the deletions in brief form, identifying by
title, paragraph, or block within which the deletions occur)"

The second method (i.e., Revise, Add and/or Delete) should be used only

where the changes are minimal in number and complexity and their significance is
readily apparent; otherwise, the first method, complete revision is preferred.
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[J Worksheet [ Issuance PAGE 1 OF PAGES
AGENCY FOR -
INTERNATIONAL DEVELOPMENT 1. Cooperating Country 2. PIO/C Number
PIO/C 3. Project Number and Title
PROJECT IMPLEMENTATION
ORDER/COMMODITIES
4. Appropriation Symbol 5. Allotment Symbol and Charge 6. Funds Alloted To
D AID/W \:l Mission

7. Obligation Status

Administrative
D Reservation

OBy

Agreement

| Original OR Amendment Number

9, Authorized Agent

S

A. C] Government

10. Method of Financing

Direct Letter of
8. [ Commitment

17. MISSION
REFERENCES

11. Contracting Period (Mo., Day, Yr.}| 12, Delivery Period (Mo., Day, Yr.) 13. Project Assistance Completion Date
(Mo., Day, Yr.)
From: To: From: To:
14. Area of Source 16. DOLLAR VALUE
A. Previous Total B. Increase C. Decrease D. Total to Date
16. Quantity, Description, Specifications, Instructions and Special Provisions
18. MISSION CLEARANCES DATE MISSION CLEARANCES DATE

19. Date of Original Issuance

20. Date of this Issuance

21. For the Cooperating Country —
The terms and conditions set forth herein are hereby agreed to:

Signature Date

Tide

22. For the Agency for International Development

Signature

Date For the Administrator

AID 1370-1 (10-79)
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] worksheet [ jsguance PAGE ___ OF ____ PAGES
AGENCY
INTERNATIONAL ozcgfopuzur 1. Cooperating Country
' CONTINUATION ] rofc
SHEET 2a. P10 Number . Amendment

O]l rop ] Original OR No.
3. Project Number and Title

CJ ror

] epajpr

Indicate block | Use this form to complete the information required in any block of 2 PIO/P, PIO/T or PA/PR. For PIO/C. fumnish the item

numbers number, quantity, description/specifications, including catalog stock numnher and price when available,

AID 1300-1 (6-80)
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AGENCY FOR INTERNATIONAL DEVELOPMENT

DOCUMENT DISTRIBUTION AND
SHIPPING INSTRUCTIONS

1. DATE

PAGE

or

PAGES

2. U.S. AID ORDERING OFFICE

IMPORTANT: This form shall be completed by the U.S. AID
Ordering Office ond ~ttached to all requests for commodities
(PA’s and P10/C's) submitted for supply action. A separate
form Is required for each ultimate consignee recelving material.

3. U.S. AID PROCUREMENT

REQUEST NO.

4. DOCUMENT CONTROL NO.
(Leave Blank)

SHIPPING

8. CONSIGN SHIPMENT TO:

8. MARK FOR (Final Deastination):

7. PARTIAL DELIVERY ACCEPTANCE

Je. veEs k. NoO

DOCUMENTATION

8. ADDRESS TO RECEIVE INFORMATION REGARDING STATUS OF
PROCUREMENT REQUEST®*

9. ADDRESS TO WHICH BILLING DOCUMENTS ARE TO BE SENT

10. SHIPPING DATA (Insert complete address(es) delow, items a through c,
to receive sbipping documents in the number of copies indicated.)

ADDRESS

OCEAN BILL OF LADING

JAIR FREIGHT

NEGOTIABLE

CoPY

8/L.

PACKING
LISTS

EXPORT
INVQICE

Co

11. SPECIAL DOCUMENTATION (Identi{y any apecial documenta raquired, auch as import 11

, certificates of origin, etc.)

* Supply documents furnished to the addressee will serve ta inform the ordering office of the status of the procurement request during
pely

the export processing cycle.

A1D 11-94 (680}
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CCEAN TRANSPORTATION SPECIAL PROVISIONS
( For USG Authorized Agents)

1. The costs of ocean transportation and of other delivery services
for the authorized commodities are eligible for reimbursement, except
that air transportation is eligible only if specified in the PI0/C.
Delivery services means the services customarily performed in an
export transaction which are necessary to effect a physical transfer
of commodities to the cooperating country, Examples of such services
include export packing, local drayage in the source country (including
waiting time at the dock), ocean and other freight, loading, heavy
lift, wharfage, tollage, switching, dumping and trimming, lighterage,
insurance, commodity inspection services, and services of a freight
forwarder., Delivery services may also include work and materials
necessary to meet AID marking requirements.

2. To be eligible for reimbursement, ocean transportation of authorized
commodities must be on vessels under flag registry of countries included
in the Area of Source, When the Area of Source is AID Geographic Code
941, vessels under flag registry of the cooperating country may be used
as well as U.S. flag vessels and vessels under flag registry of other
Code 941 countries.,

3. 1In the event a contracting officer of the authorized agent determines
there are no eligible vessels as stipulated in paragraph 2 available

to make timely delivery, the contracting officer should contact the
Office of Commodity Management, Transportation Support Division, to
request a waiver authorizing use of any free world flag vessel.
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Air Transvortation

When air transportation is authorized by the PIO/C, the International
Air Pransportztion Fair Competitive Practices Act of 1974 (49 vU.S.C.
1517) (Fly America Act) shall apply and the provisions of the

Federal Acquisition Regulation governing air transportation must be

followed.
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TYPES AND CODES OF EXPORT PACKING

General

AID and GSA have agreed to an arrangement
whereby requisitioners may select and desig-
nate the optimum type of packing container
required to assure satisfactory delivery of
commodities to their final destination. This
arrangement was made primarily to help reduce
incidents of damage and pilferage that result
from faulty or inadequate packing. Another
objective is a reduction in costly and time
consuming claims processing when damage or
pilferage takes place.

1. If the instructions apply to the entire
order the type of container(s) will be
entered in the "Special Documentation,"
Block 10, at the bottom of form AID 11-94.

. Example, "Pack 1" or "Pack 2," etc., in the

Tower portion of Block 10.

2. If packing instructions apply only to
individual 1line items enter the same in-
structions as in A. above, on the same line
in the "Remarks" Block 23 of the form

AID 1430-1.

Selection of Proper Container

Factors to be considered in selecting the
optimum packing container are the nature of
the commodity to be shipped, the exigencies
of. shipping and handling, and the storage
conditions at the ultimate destination. 1In
addition, economy of packing is important.
Nailed wooden boxes or similar expensive con-

-tainers should not be specified in circum-

stances where tri-wall or less costly Tight-
weight boxes will suffice,

D.
B. Basic Packing Styles
Six basic packing styles are provided for
shipments to Missions. They are illustrated
and described below.
C. Export Packing Instructions
Packing instructions may be communicated to
the GSA as follows:
D. 1. FIBERBOARD BOXES

{Wax impregnated doubTe wall)

Only weather resistant material will be used for export shipment. This type box will be used for
easy and average loads where the contents support the containers.
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2. WOOD BOXES

This type is used for difficult loads, heavy irregular shapes, etc.
exceeding 250 1bs. will be palletized or skidded to provide fork 1ift and sling 1ift capability.

Nailed Wood

Boxes of gross weight

O
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3. WOOD CRATES

This type box will be used for large, bulky, and heavy items. These can be shrouded for protec-
tion from free water, and also full covered for added physical protection, as required.
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4, PALLETIZED UNIT LOADS

This packing type will be used for ccmmodities which are adaptable to unit Toading. The com-
modities will be firmly strapped to form a solid, stable Toad which can be handled as a unit.
Generally this load should not exceed 2,100 pounds.

5. BUNDLED PACK

Pipe and similar products will be arranged in bundles to permit the handling of multiple units.
These loads, generally, will be secured with metal straps, and wood blocks or separators as
needed. Specifications for packing cast iron pipe should allow preparation as prescribed by
the Cast Iron Pipe Research Association (CIPRA).
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6. CONSOLIDATED (MIXE

D) CONTAINERS

These containers will be used when needed to combine multiple quantities of small packaged items.
No flammable material, or otherwise hazardous material will be consolidated into mixed loads.
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AID HANDBOOK

In-Country Vehicle Warranty

The supplier warrants/guarantees items delivered in accordance with the
specifications, all parts and accessories against defects in workmanship

or quality for a period of twelve (12) months or 12,000 miles from cate

of acceptance by the . During the period of the
warranty/quaranty, parts, accessories, etc., determined to be defective
shall be replaced by a qualified representative of the supplier in

at no cost for replacement part(s), labor, duties,

taxes, transportation, etc. The original warranty/guaranty time for replaced
part(s) shall apply to the new part(s), and shall commence from the date of
installation. The name and address of the qualified representative in

will be specified in the contract and a

copy of the letter of instruction from the manufacturer to the representative

in will be made a part of the contract. This letter

will specify the guarantee responsibilities to the representative in

Name and address of qualified representative in

Letter of instruction from manufacturer to representative in

enclosed and incorporated into contract.

Signature Supplier Date
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In-Country Service Support

The supplier must have a qualified sales and service distributor or

representative in with fully equipped repair facilities

and a comprehensive spare parts inventory. The supplier's local representa-
tive will be responsible for:

1. Servicing at destination for initial de-processing, checking,
servicing, adjustments and repairs as necessary, correction of defects
and nop-conformities to specifications, and warranty registration. Units
are to be delivered to the consignee by the supplier's representative 1n
fully corrected and operable driveaway condition. Where allied and
accessory equipment are a part of the end-item, for example, tractor
attachments, servicing will include assembly, mdunting and adjustment of
such equipment to assure operability of the complete unit.

2. Maintaining a stock of spare parts, recommended by the manufacturer
for one year's operation of the equipment, and to continue to maintain,
on a rotating basis, an adequate supply of parts to maintain the equip-
ment in operation for not less than five years.

3. Providing operator and maintenance training as may be required

by the buyer, such training to be specified at the time of procurement.




ASSIGNMENT OF AID OVERSEAS ACTIVITIES TO GSA REGIONAL OFFICES

* %

Region 2

[ MAILING
ADDRESS

GSA, FSS, Region 2
Requisitioning
Processing and Con-
trol Branch

(2FSR)

26 Federal Plaza

New York, N.Y. 10007

TELEGRAM
ADDRESS

GSA Teletype Center
Washington, D.C,

(The first line of
text should be --
"Pass GSA/FSS
Region 2, New York")

A1l USAIDs not
assigned to other
Regions

COUNTRIES
ASSIGNED

sk sk New Materia)

Region 7

GSA, FSS, Region 7
Requisitioning
Processing and Con-
trol Branch

(7FSR)

819 Taylor Street
Fort Worth, TX
76102

GSA Teletype Center
Washington, D.C.

(The first line of
the text should be
"Pass GSA/FSS
Region 7, Fort
Worth.")

Managua, Nicaragua

Guatemala City,
Guatemala

Panama, City,
Panama

San Jose, Costa
Rica

San Salvador,
E1 Salvador

Tegucigalpa,
Honduras

Region 9

GSA, FSS, Region 9
Requisitioning
Processing and Con-
trol Branch

(9FSR)

525 Market Street
San Francisco, CA
94104

GSA Teletype Center
Washington, D.C.

(The first line of
the text should be
"Pass GSA/FSS Region
9, San Francisco,
Calf.")

Bangkok, Thailand
Jakarta, Indonesia
Lilongwe, Malawi
Manila, Philippines
Rangoon, Burma
Santiago, Chile
Victoria, Seychelles

Region 10

GSA, FSS, Region 10
Requisitioning
Processing and Control
Branch (10FSR)

GSA Center

Auburn, WA 98002

GSA Teletype Center
Washington, D.C.

(The first line of text
should be "Pass GSA/FSS
Region 10, Auburn,
Washington")

Seoul, Korea

as ddy ‘ST »oosanvH aiv
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CHAPTER 6 - SPECIAL
COMMODITY PROCUREMENT
ARRANGEMENTS
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6A.

6B.

CHAPTER 6
SPECIAL COMMODITY PROCUREMENT ARRANGEMENTS

Introduction

For certain kinds of commodities, AID requires special methods of
purchasing or additional procedures. This chapter provides information
and guidance for these special situations, Section 6B describes AID's
special procedures for the centralized procurement of contraceptives and
related family planning supplies. Section 6C covers the eligibility
standards and technical rule for purchasing pharmaceuticals. Section 6D
describes AID's fertilizer procurement process. Section 6E provides
instructions for obtaining AID financing for used, rebuilt and
reconditioned equipment., Section 6F provides procedures on purchasing
from UNICEF.

Contraceptives and Other Family Planning Commodities

1. Introduction

a. This section outlines procurement policies and procedures
applicable to contraceptives and other family planning supplies for
projects. Although these commodities are normally eligible under
nonproject Commodity Import Programs, project requirements account for
almost all AID-financed purchases. The procurement procedures differ
considerably for the two types of assistance. See Chapter 2C and
Appendix B of this Handbook for eligibility criteria applicable to the
procurement of these items under Commodity Import Programs.

b. In order to assure that contraceptives and related supplies
are commensurate with AID's project goals, acceptable and responsive to
the needs of recipient countries, consistent with uniform quality
standards, and represent the lowest unit prices available, AID uses
standard specifications, sy .cial funding procedures, and consolidated
procurement methods. Unless otherwise specifically authorized by the
Science & Technology Dire. ~ate of Population (S&T/POP), contraceptives
and related family planning -Jpplies for all AID projects, including
those supported through bilateral programs as well as those that secure
their funding through grants or contracts with private organizations,
must be procured through AID's consolidated procurement contracts
following procedures described in this section,
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2. Procedures

a. Major Contraceptives

Major contraceptives are those products which AID annually
acquires through consolidated procurement contracts. Major
contraceptives currently include: condoms, oral contraceptives, IUDs,
and vaginal foaming tablets., The list of products identified as major
contraceptives may be changed from year to year in accordance with
changes in AID program needs. Annual estimates of contraceptive
requirements are carried out each year between October 1 and December
31. A1l Missions with population programs that require contraceptives
fill out Contraceptive Procurement Tables (CPTs) that identify the
quantity of each product that will be needed during the following two
calendar years. Cooperating agencies receiving AID funding for family
planning services and related contraceptives supplies also fill out CPTs
to cover their anticipated program needs. Technical teams are available
from S&T/POP to assist Missions with the completion of the CPTs.
Specific instructions for estimating program needs and instructions for
the transmission of funds and of desired shipping schedules are part of
the CPT guidance materials which are provided to Missions and
cooperating agencies each year by S&T/POP to assist in the preparation
of annual estimates.

S&T/POP aggregates CPTs to determine the amounts of each commodity that
will be required in the next procurement cycle. S&T/POP then notifies
regional bureaus of the funds required from each Mission program to
cover required procurements. Missions are asked to authorize budget
allotment transfers through their respective geographic bureaus to

o cover these procurements and related shipping costs. Where
prior year or Economic Support (ESF) funds must be used, a single funded
Project Implementation Qrder/Commodities (PI0/C) is to be provided to

Budget allotment transters and PIO/Cs must be provided to
S&T/POP prior to March T so that procurement soTicitations can be
issued. The Mission's Tist of required products and desired shipping
schedules are to be transmittcu by cable to S&T/POP.

b. Other Family Planni: ommodities

Procurement requirements for other family planning commodities
are submitted as PIO/C worksheets, in accordance with instructions in
Appendix 5A, to AID/W for is-uance to GSA for procurement. When
quantities warrant, GSA negotiates annual or quantity contracts with
suppliers. USAIDs are advised of contract awards by circular messages
and furnished with item purchase description and specifications, unit
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cost, name of supplier, and ordering and shipping instructions. The
following items are currently on GSA contract: contraceptive foam kits
and contraceptive jelly,

c. AID Emblems
AID emblem requirements have been waived for shipments of
contraceptives and related supplies to projects operated by AID grantee
organizations. USAIDs may also specify in PIO/C worksheets that AID
emblems should be omitted.
6C. Pharmaceuticals

1. Introduction

a. Over the years, phammaceuticals have had an important place in
AID project and nonproject assistance activities. Due to their
importance to human life and health, AID gives especially careful
consideration to the procurement of AID-financed pharmaceuticals.
Particular emphasis is placed on quality assurance and the
appropriateness of the prices paid.

b. The procedures set forth in this section are applicable to
project and nonproject assistance,

c. Policies related to the eligibility of pharmaceuticals for AID
financing are included in Chapter 4C3 of Handbook 1, Supp B. Additional
infomation is contained in Appendix B, Part II of Handbook 15.

d. See paragraph 6F of this Chapter for procedures to be used for
procuring pharmaceuticals through UNICEF.

2. Procedures

a. Any of the procurement methods described in Chapter 3 of this
Handbook may be utilized to p.ocure pharmaceuticals., To achieve the
most effective implementatior, the method chosen should give
consideration to the dual ob, “ives of obtaining the lowest competitive
price and assuring product quality and service,

b, Certain U.S. Government agencies, such as the General Services
Administration and the Veterans Administration, are often used as
procurement services agents for AID or the host country for
pharmaceuticals, since they offer special expertise in this area,
specifically mandated quality assurance and reasonable prices. (See
Chapter 5 of this Handbook.)
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¢. A1l procurement authorizations, solicitations and contracts
(P10/C, IFB, RFQ, P.0., etc.), must meticulously describe the items(s)
and the terms and conditions of purchase. Some key points to be covered
include:

(1) Nomenclature and labeling - 1abeling with medical
(generic) name.

(2) Product Specifications - Exact name, dosage form, special
requirements and minimum remaining shelf life.

(3) Packaging requirements - Adequate for environment ent.
Cold storage, if necessary.

(4) Trade terms - FAS, C.I.F., etc.

(5) Delivery date.

(6) Bid or performance bond requirement, if any.
(7) Payment terms.

(8) Quality assurance standards.

(9) Special requirements for controlled substances, where
applicable.

(10) Applicability of AID Special Provisions 40.1 - 40.3.

3. Quality Assurance

a. Pharmaceuticals financed by AID from U.S. sources must comply
with all applicable U.S. laws and regulations enforced by the FDA. FDA
assistance is available to ensure compliance with_these requirements.

b. When the U.S. Gove:ament purchases pharmaceuticals, the FDA
administers a government-wid~ quality assurance program. (Information
on the program is available . 1 SER/OP/COMS.) Pharmaceutical or
medical device procurements must be sensitive to the requirements of the
FDA program, which provides that:

(1) Prior to the award of a contract, in evaluating the
responsibility of the bidder, the procuring authority determines through
FDA whether the low bidder can meet the applicable standards relating to
the quality of the product being procured.

.



,/
S—

.

Trans. Memo. No. Effective Date Page No.

AID HANDBOOK 15 15:96 May 11, 1989 6-5

(2) FDA laboratories perform all testing associated with the
procurement, when necessary.

{3) FDA receives, evaluates, and as necessary, follows up on
any quality-related product complaints.

M/SER/0P/COMS maintains liaison with the procuring agency and with the
FDA in carrying out this program.

c. Where FDA quality assurance is impractical or for justifiable
reasons inappropriate, the procuring authority can, with the concurrence
of M/SER/OP, monitor compliance with quality by utilizing an approved
independent testing laboratory.

d. When procuring pharmaceuticals of non-U.S. source, quality
assurance must be considered on a case-by-case basis, in accordance with
criteria requiring that information be available which adequately
attests to the safety, efficacy and acceptable quality of the product.
An adequate attestation from the manufacturer must show that the product
meets an established pharmacopoeia standard in terms of identity,
purity, potency, uniformity and bioavailability. The contract should
provide for testing by an independent inspection of the product supplied
and certification by the inspection firm that quality standards have
been met.

4, Controlled Substances

The U.S. Drug Enforcement Administration (DEA) has designated
certain pharmaceuticals as "controlled substances." There are special
requirements applicable to the export of such items from the U.S.
M/SER/OP/COMS will assist Missions in planning and making arrangements
for any such procurements. Only under the most unusual and compelling
circumstances would the procurement of such items be authorized from
sources other than the U.S.

5. Qther Special Considera‘ions

a. Phammaceuticals ar. metimes recalled by U.S. companies.
M/SER/OP maintains current listings of drugs being recalled, based on
information provided by the DA and DEA.

b. Shelf life remaining when a pharmaceutical is shipped must be
in accordance with Special Provisions 40.1 - 40.3, as applicable. These
Special Provisions are found in the AID Commodity Eligibility Listing,
which is included as Appendix B to this Handbook.
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¢. The over-ordering of items, which may result in dated
pharmaceuticals, must be avoided. M/SER/QOP/COMS can provide information
on the shelf life of any item so as to assist the Mission in determining
how much to procure for a specific period of time.

Fertilizer

1. Introduction

a. Fertilizer has, since the mid-60's, been a matter of
particular interest and concern to AID The continued adequate supply of
this commodity to developing countries is an essential ingredient in
AID's agricultural program to improve food production and nutrition.
Whether fertilizer is in over-supply or tight supply, the complexities
of fertilizer procurement have led to AID involvement in the fertilizer
procurement process to a far greater degree than most commodities.

b. Other policies relating to the eligibility of fertilizer for
AID financing are given in Appendix B, Section IIB of this Handbook and
in Handbook 1, Supp. B, Chapter 4C8. See also Chapter 21E of Handbook
1, Supp B, with respect to the Development Fund for Africa (DFA).
2. Procedures

a. Procurement Through Formal Competitive Bid Procedures

Procurement of fertilizer by cooperating country government
agencies, acting on their own behalf or on behalf of private buyers, is
by formal competitive procedures unless the requirement for such
procedures is waived by AID (the Geographic Bureau in consultation with
M/SER/OP). Invitations for Bids for fertilizer and for the required
shipping are cleared by M/SER/OP and the appropriate Geographic Bureau,
in consul tation with GC as appropriate. Timing of the procurement, the
types and quantities of fertilizer sought, and the delivery schedule are
all subject to AID clearance. A frequent procedure is to call for bids
on an FOB basis and have a < .parate procurement for ocean
transportation., Awards for both fertilizer and shipping must be
approved by AID and must gi. onsideration to cargo preference
requirements.

When the procurement of fertilizer financed under the Development Fund
for Africa (DFA) is restricted to U.S. source, which is the general
rule, the above described procedures apply. The principal AID officers
of field posts in Africa may make documented exceptions to this U.S.
source policy, usually for small-volume purchases of fertilizer (5,000
M/Ts or less), financed under the DFA. Small-volume purchases of
fertilizer funded by the DFA do not require prior AID/W review.

N4
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‘b. Negotiated Procurement

Under certain conditions, AID(M/SER/OP) may determine that it
is appropriate to waive the normal requirement that agencies of
cooperating countries procure fertilizer through formal competitive
bidding procedures. Even if a waiver is approved, AID gives no
assurance that it will finance fertilizer bought through negotiation
until it has reviewed and approved the contract.

3.. Payment

' -Because of the large amounts of money which typically are involved,
suppliers of fertilizer and associated ocean transportation usually
receive payment under letters of commitment issued directly to them by
AID A letter of credit opened under an AID letter of commitment to a
bank is acceptable for smaller shipments. Direct reimbursement to a
borrower/grantee may also be used. (For details on these methods of
financing, see Handbook 1, Supp. B, Chapter 15.)

~ 6E. Used, Rebuilt or Reconditioned Equipment, Parts or Assemblies

1. Introduction

a. It is AID's policy to finance only new equipment unless
special circumstances justify authorizing the purchase of used, rebuilt
or reconditioned equipment. The policy is set forth in Handbook 1,
Supp. B, Chapter 4C6.

b. Under proper safeguards, the procurement of used equipment,
which would usually be rebuilt or reconditioned, can provide certain
advantages such as lower cost and quicker delivery. In addition, sugh
equipment may be less sophisticated in design than new equipment, thus
offering operational and maintenance advantages if spare parts asg
available.

c. This section describr ., the procedures, including proper
safeqguards, under which AID wi'l consider apgrqu;gg financing for used,
rebuilt or reconditioned equip: . Special requirements for rebuilt or
reconditioned engines and parts or assemblies for gngines and vehicles
under nonproject assistance aie covered..in Part IPE ‘of the Commodity
Eligibility Listing (Appendix B to this: Handbook)

d. Definitions

(1) "Used Equipment" is that equipment which is in gther than
an unused condition,

EELE S TR e o o
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(2) "Rebuilt Equipment" is that equipment which (i) has been
disassembled to the bare castings and then reassembled after replacing
all parts found to be broken or worn beyond acceptable tolerances with
new or re-machined parts, and (ii) is warranted to be in a condition
equal to that when the equipment was originally manufactured.

(3) "Reconditioned equipment" is that equipment which (i) has
been disassembled and then reassembled after having been thoroughly
cleaned and after replacing all parts found to be broken or worn beyond
acceptable tolerances with new or re-machined parts, and (ii) is
warranted to be in good operating condition and in compliance with
specifications prescribed by the purchaser and AID

2. Procedures

a. Authorization Policy

(1) AID may authorize the financing of used, rebuilt or
reconditioned equipment on a case-by-case basis if the purchase is
justified and the conditions and price of the equipment are acceptable
to the buyer and to AID Depending on the type of equipment involved,
where it is purchased, and other relevant factors, the procedures for
authorizing and implementing such financing may vary.

(2) The procurement of used, rebuilt or reconditioned
equipment which meets the basic requirements of 6E2b, below, may be
approved by the appropriate Geographic Bureau and the O0ffice of
Procurement (M/SER/OP), as described in 6E2c, below,

b. Authorization Procedures

(1) Buyer Application

The buyer requests AID, through tne USAID, to approve a
purchase of used, rebuilt or reconditioned equipment. The application
must include:

(1) Buyer's . -rrance that the requ1rements of the
program w111 be satisfied if ... material purchased is used, rebuilt or
reconditioned rather than new, and that economic considerations (e.g.,
remaining equipment 1ife, spare parts supply, and relative costs)
justify the procurement of used, rebuilt or reconditioned rather than
new equipment. The buyer's application should also show that, through
competition or other appropriate means, the procurement is assured to be
from an economical and reliable source of supply which is the most
advantageous to the buyer. If the used equipment is not to be rebuilt

“or reconditioned, the justification should address the reasons.
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(2) The buyer shall include the inspection and appraisal
requirement for The equipment and the name and address of the proposed
inspector. The application must also include the buyer's agreement to -
arrange for the inspection and appraisal of the equipment by an
inspector approved by AID with the understanding that the cost of such
inspection and appraisal will be eligible for AID financing only if the
equipment is approved for financing by AID Accordingly, the buyer must
agree in writing to assume responsibility for and pay all inspection and
appraisal costs in the event the transaction is not approved for AID
financing.

(2) Inspection

(1) The buyer will contract with an inspector found
acceptable by AID in writing. The contract with the inspector shall
require that inspection be in accordance with the requirements approved
by AID and shall provide for payment to the inspector as soon as the
original inspection report has been delivered to and accepted by AID
The contract shall specify that the equipment be fully examined as to
utility, operating condition, spare parts availability, etc. and be
appraised at current value and compared with the cost for comparable new -
equipment.,

(2) After receipt of the inspection report, AID
determines whether the inspected equipment conforms with the technical
conditions specified by the buyer at a price acceptable to AID

(3) Used, rebuilt or reconditioned equipment may be
approved for AID financing without inspection if the commodity
transaction value (excluding insurance and freight) does not exceed
$25,000, and the supplier agrees to provide a warranty acceptable to the
buyer and the AID Bureau engineer.

[NOTE: For reconditioned or rebuilt aircraft, aircraft engines or
aircraft parts, AID accepts an FAA Export Certificate of Airworthiness,
or Airworthiness Approval T.g, as appropriate, in lieu of inspection by
an independent inspection agency. The price, however, will still be
subject to review and acce, nce by AID See Special Provision 66,
Appendix B.] :

(3) AID Approval

If AID agrees to finance the purchase, AID notifies the
buyer in writing that the transaction will be eligible for financing,
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subject to compliance with other AID requirements, including any special
requirements, imposed by AID The items must be permanently marked
indicating, if this is the case, that they have been rebuilt or
reconditioned, and the supplier must convey to the buyer a warranty in a
form to be provided by the Geographic Bureau engineer. Such warranty
would normally be equal to that extended by manufacturers of similar new
equipment.

c. Responsibilities

(1) Implementing Office

For the procedures outlined below, the implementing
office is the appropriate Geographic Bureau engineering staff in
consultation with M/SER/OP. The Geographic Bureau, on a case-by-case
basis, may establish the USAID as the implementing office.

(2) Approval Procedures

(1) The buyer's application is submitted through the
USAID to the Geographic Bureau engineer for review and approval.

(2) The Geographic Bureau engineer informs the buyer,
through the USAID, of the results of its review of the application,
including the acceptability of the inspector.

(3) For equipment valued at less than $1,000, and under
other justifiable circumstances, the Geographic Bureau may nominate
USAID personnel to carry out the inspection.

(4) The inspector's report is submitted to the
Geographic Bureau engineer for acceptance,

(5) The Geogranhic Bureau engineer, in consultation with
M/SER/OP, determines whether the inspected equipment conforms with the
technical conditions specifi ' by the buyer at a price acceptable to the
buyer and to AID

(6) The Geographic Bureau engineer, normally through the
USAID, notifies the buyer of the acceptability or unacceptability of the
transaction for AID financing, including any special AID requirements.




Trans. Memo. No. Effective Date Page No.

AID HANDBOOK 15 15:96 May 11, 1989 6-11

6E2¢c

(7) Where the buyer's application seeks approval for a
series of purchases, as requirements arise, of rebuilt or reconditioned

engines and parts or assemblies for engines and vehicles, the inspection

~and evaluation to be required by the Geographic Bureau engineer will

6F.

cover the production, testing and quality control methods used by the
rebuilding or reconditioning facility. The Geographic Bureau engineer

.may provide eligibility under specific conditions for such engines and

parts from a named supplier over the life of the project while reserving
the right to require interim inspection and evaluation to determine the
continued competence and reliability of the rebuilder or reconditioner.

Procurement of Commodities from UNICEF

1. Introduction

This section describes the procedure for the procurement of

AID-financed commodities from UNICEF. While procurement from UNICEF is

a type of host country procurement which is outside AID's normal
practice, it can offer certain advantages: e.g., worldwide acceptability
under uniform, understandable labeling; compatibility with other ongoing
donor and local programs; reasonable prices; quality assurance; and
prompt delivery. This section provides guidance to assist USAIDs in
responding to host country inquiries and furnishes information for the
planning and preparation of PIO/C worksheets issued by the USAIDs for
the host country purchase of UNICEF items. Procurements undertaken
through UNICEF will require waivers of source/origin and competition
(see 6F4, below) and must be carefully reviewed and justified.

2. Authority

Procurement is carried out under a Memorandum of Understanding
between UNICEF and AID signed in September 1984. The memorandum
centralizes the procurement process by establishing M/SER/OP in AID/W
and UNICEF, New York, as the implementing offices for procurement.
UNICEF, New York, and UNIPAC, Copenhagen, will take no implementing
action until the PIQ/C, issued by M/SER/OP, and the accompanying direct
Letter of Commitment, issuec ' M/PFM/FM, have been received and
accepted by UNICEF, N.Y. As part of the centralization process,
UNICEF, N.Y. has issued insiructions to its field offices stating that
they are not authorized to enter into local arrangements with USAIDs, or
other entities acting for USAIDs, for the procurement of AID-financed
commodities and that all such procurement must be handled through
UNICEF's New York office in accordance with the Memorandum of
Understanding.
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The UNICEF procurement must be authorized pursuant to an AID loan or
grant agreement or in implementing documents issued under such
agreements which establish the commodities in question to be eligible .
for financing. The host country's signature in Block 21 of the PIO/C
which describes the UNICEF procurement will constitute specific
authorization by the host country for AID to act on the host country's
behalf in forwarding host country orders for supplies to UNICEF.

3. Procedures

a. When the procurement is AID-financed, the host country
contracting procedure provided by the Memorandum of Understanding is as
follows:

(1) USAID prepares a PIO/C in worksheet form which designates
UNICEF, New York as the authorized agent. The worksheet PIOQ/C should
provide complete details of the items to be procured based on the UNIPAC
catalog and should authorize both ocean and air transportation, the
latter at UNICEF's option for temperature or time sensitive items or
items not able to withstand the rigors of ocean transport. The
completed worksheet PI0/C should be forwarded to M/SER/OP/COMS for
processing and issuance in final form to UNICEF, New York. A copy of
the worksheet PIO/C should also be furnished to the 1ocal UNICEF
office. The copy should be clearly marked "FOR INFORMATION ONLY, NOT
FOR PROCUREMENT ACTION" in order to avoid the potential for duplicate
procurement.

(2) Upon receipt of the worksheet, M/SER/OP informs UNICEF,
New York, of the proposed procurement and determines item availability,
source/origin eligibility and adequacy of funds in the PI0O/C. Upon
receipt of UNICEF's favorable reply to the above, M/SER/OP issues the
PIO/C to UNICEF in final form. Upon receipt of UNICEF's letter of
acceptance of the PIO/C, M/§ER/0P sends a copy of the PIO/C to
PFM/FM/PAFD with a request fo. issuance of a direct letter of commitment
(DLC) to UNICEF, New York. 1!-on receipt of the DLC, UNICEF forwards the
PIO/C to UNIPAC, Copenhagen f. .upply action.

(3) Funding Estimate: For PIO/C budget planning, the
following may be used: Item cost as stated in UNIPAC catalogue, 15
percent for ocean transportation or 25 percent for air transportation, 6
percent for UNICEF fee and 10 percent for contingency. USAID will be
advised if additional funds are required. PIO/Cs are issued on a funds
controlling basis, requiring that UNICEF inform M/SER/OP of the need for
additional funds before shipment is made.
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(4) When shipment is made, UNICEF forwards billing invoices
and supporting documents to M/SER/OP for administrative approval and
subsequent certification for payment by FM/PAFD under the DLC.

(5) M/SER/OP and UNICEF, New York are designated as the
contact offices for coordinating, processing and monitoring all
AID-financed procurements from UNICEF.

b. Host countries may also be purchasing from UNICEF using
non-AID funds. Under these circumstances, the requesting office, for
example the Ministry of Health, can place its order directly with UNICEF
using the UNICEF procedures described in the United Nations Children's
Fund Packing and Assembly Center (UNIPAC/Copenhagen) catalog. In such
cases, the transaction takes place between the host country and UNICEF
with no AID involvement.

4, Requirement for Waivers

a. UNICEF procurement requires: authorization of Code 899
geographic source (see Handbook 1, Supp. B, Chapter 5B4); noncompetitive
procurement (see Handbook 1, Supp. B, Chapter 12C4a(2)(c)); and code 899
flag, if U.S. flag transportation is not available from Copenhagen as
UNICEF cargo is ready and available for shipment (see Handbook 1, Supp.
B, Chapter 784).

b. The above host country contracting waivers, where appropriate,
should be issued in the field (including the transportation source
waiver, since the cost of transportation will not exceed 25 percent of
the official's authority to waive commodity source requirements).
Issuance of such waivers should precede the issuance of and be part of
the PIQ/C worksheet forwarded to M/SER/OP.

c. In preparing and addressing the case for waiver to allow
negotiation with a single source, USAIDs should consider:

(1) Whether proprietary procurement from UNICEF is justified
and whether the UNICEF items are available from only one source taking
into account any special requirements. Note that UNICEF items are
available only from their Copenhagen warehouse.

(2) Whether adherence to competitive procedures would result
in the impairment of the United States Foreign Assistance program or
would not be in the best interest of the United States.
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CHAPTER, 7
CARGO PREFERENCE

Introduction

1.  Background

a. Statutory requirements referred to as cargo preference apply
to the ocean shipment of AID-financed commodities. In essence, cargo
preference requires that at least 50 percent of the gross tonnage of all
AID-financed commodities shipped on ocean vessels shall be shipped on
U.S. flag commercial vessels if they are available at fair and
reasonable rates for such vessels. The U.S. Maritime Administration
(MARAD) holds delegated statutory authority to issue regulations as to
how U.S. Departments and Agencies, such as AID, are to administer their
cargo preference responsibilities. Extracts of applicable statutory
provisions and of MARAD’s regulations are contained in Appendix 7B.

b. AID’s policies applicable to cargo preference administration
are stated in Chapter 10, of AID Handbook 1, Supplement B - Procurement
Policijes. AID’s regulatory provisions on cargo preference are set forth
in Section 201.15 of AID Regulation 1, Appendix A of this Handbook.

Host Country Contracting rules are summarized in Handbook 11, Chapter 3,
Section 2.7.

2. Applicability

a. This chapter is applicable to the ocean transportation of all
commodities financed by AID subject to the following exceptions:

(1) It is not applicable to Cash Transfer Agreements.

(2) It is not applicable to grants to American Schools and
Hospitals Abroad, or to Public International Organizations, except in
the instances where Handbook 1, Supplement B, Chapter 16 specifies that
AID’s procurement policies are applicable to these types of grants.

(3) It is not applicable to the ocean transportation between
foreign countries of commodities purchased with foreign currencies, or
the transfer of fresh fruits and products thereof, as provided in
Section 603 of the Foreign Assistance Act (FAA).
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(4) It is not applicable to supplies- donated by non-U.S. .
Government donors to the American Red Cross or to the Private and
Voluntary Organizations (PVOs) registered with AID, nor to supplies
purchased by such PVOs with non-U.S. Government funds even though- the
transportation of such donated or purchased supplies may be financed by
AID pursuant to Section 123 of the FAA.

(5) It is not applicable to property provided on an
advance-of-funds or reimbursement basis under a determination made in
accordance with Section 607 (a) of the FAA.

commodities by aircraft. AID’s policy with regard to air freight

b. This chapter does not apply to the transportation of: ‘
. service is stated in Handbook 1, Supplement B, Chapter 7.

.~ 3. Definitions

Definitions of shipping terms. applicable to this chapter are stated
in Appendix 7A.

7B. Responsibilities

1. Borrowers/Grantees

Borrowers/Grantees (B/G’s) shall be responsible for ensuring that
AID-financed commodities are shipped aboard ocean vessels in accordance
with cargo preference provisions which are incorporated into each AID

- financing agreement.

2. USAID’s
USAID’s are responsible for:
a. Advising cooperating governments as to the applicable

‘provisions of this chapter;

b. Assisting cooperating.governments in remedying noted
deficiencies in compliance; and .

c. Complying with the Cargo Preference Act in commodity purchases
from USAID allotments.
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3. AID/M

AID/W is responsible for compliance with the provisions of the
Cargo Preference Act and for compliance with MARAD rules applicable to
transactions governed by the Act.

% a. The Office of Procurement (MS/OP) is responsible for: &R

(1) Assuring for AID that U.S. flag vessel participation in
the movement of AID-financed commodities is in compliance with
requirements of the Cargo Preference Act and with applicable MARAD rules;

(2) Reviewing individual country and borrower/grantee
performance for compliance with the provisions of this Chapter;

(3) Preparing statements to Geographic Bureaus to advise them
of deficient country or B/G performance and of possible corrective
measures;

(4) Determining the indicated need for, and the amounts of,
refunds to AID for inadequate compliance;

(5) Initiating requests for refunds for inadequate
compliance. Such requests are subject to clearance with the appropriate
Geographic Bureau, the Office of Financial Management (M/FM), and the
General Counsel (GC);

(6) Making determinations of nonavailability of U.S. flag
vessel service;

(7) Preparing reports as necessary or appropriate to the
Administrator, the U.S. Maritime Administration, or to the Congress, as
to AID’s compliance with the provisions of the Cargo Preference Act and
MARAD’s rules applicable to Agency responsibilities under the Act;

(8) Maintaining statistics as to cargo preference performance
for each cooperating country and loan and grant; and

(9) Assisting other AID/W offices and USAIDs in
interpretation of the Cargo Preference Act as it is administered by AID.

b. Geographic Bureaus and Offices are responsible for:

(1) Transmitting policy, procedures, and performance
statistics on this subject to B/G’s and to USAIDs;

¢ Revised
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(2) Incorporating the responsibilities of B/G's concerning .
cargo preference into all loan and grant agreements, either by reference
to the provisions of AID Regulation 1 or the incorporation of the model
clause in Appendix 7C. Any deviation from the language of Appendix 7C
¥ must be cleared with MS/OP; and

(3) Transmitting AID/W-approved formal refund requests
initiated in accordance with Section 7F.

c. FM is responsible for extracting from documents received such
data as may be required to record each country’s or B/G’s compliance
with its cargo preference responsibilities. MS/O0P will specify the data
required. ‘

d. The Office of Information Resources Management (MS/IRM) is
responsible for processing data on cargo preference performance, as
furnished by M/FM, into reports to MS/0P to accomplish its evaluation
and reporting responsibilities detailed in this chapter.

4. Suppliers

Suppliers are responsible for:

a. Making shipment on U.S. flag vessels to the extent required by
the procurement authorization, unless relieved of this requirement in
writing, under the provisions of Section 201.15(c) of AID Regulation 1
or of Section 2.7.2 of Chapter 3, Handbook 11 - Country Contracting.

b. Mailing a copy of each ocean bill of lading applicable to the
transportation of AID-financed commodities to the Transportation
Division, Office of Procurement, Agency for International Development,
Washington, D.C. 20523-1419, and the Division of National Cargo,
Maritime Administration, 400 Seventh Street, S.W., Washington, D.C.
20590-0001. (This requirement applies whether or not AID finances the
freight.) Each bill of lading is to include all information specified
in Section 201.52 of AID Regulation 1 or Section 3.10.3.3 of Chapter 3, %*
AID Handbook 11.

c. Certifying to AID in either the form AID 282, "Supplier’s .
Certificate and Agreement With AID," or the form AID 1450-4,"Supplier’s
Certificate and Agreement With AID For Project Commodities," that the
bill of lading has been mailed to the Maritime Administration.

% Revised
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Administration by AID
1. Requirements Imposed on Borrowers/Grantees

AID requires each B/G to make certain use of U.S. flag ocean
vessels in the transportation of AID-financed commodities to enable AID
to meet the cargo preference requirements imposed by statute and
regulation. Assistance agreements must either be made subject to the
provisions of AID Regulation 1 or incorporate a "Shipping" clause which
implements the cargo preference requirement. Appendix 7C contains such
a clause to be used in agreements not made subject to the provisions of
AID Regulation 1.

2. Geoqraphic Areas

AID is obligated to ensure that U.S. flag vessels are afforded fair
and reasonable participation by geographic area in carrying AID-financed
commodities. AID has, therefore, established two geographic areas and
requires that B/G’s afford participation to U.S. flag vessel operators
in carrying AID-financed cargoes shipped from each of these areas,
computed separately. The two geographic areas are (a) the United States
(Code 000) and (b) the Free World (Code 899), other than the United
States.

3. Types of Vessels

AID is also obligated to compute separately the usage of each of
three types of ocean vessels, to the extent that they are appropriate
for the cargo to be carried. These types of vessels are dry cargo
liners, dry bulk carriers and tankers.

4. Tonnage

Shipments subject to cargo preference are recorded for compliance
purposes by AID by metric tons. This is regardless of whether the
vessel’s charges are assessed on some other basis, such as long or short
ton.

5. Liner Revenue

Regulations imposed on AID by MARAD require that AID ensure that at
least 50 percent of the gross freight revenue paid to liners for the
shipment of AID-financed commodities in liner parcels is paid to or for
the benefit of U.S flag liner operators. Accordingly, AID incorporates
this requirement in each agreement with a borrower/grantee. It should
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be noted that a Non-Vesse] Opeyating Common Carrier (NOCC) is not
considered to be a U.S. flag liner operator by AID or MARAD, who will
only credit for cargo preference purposes that portion of the tonnage
and revenue which was actually carried on a U.S. flag vessel.
Additionally, in accordance with Section 201.67 of AID Regulation 1, AID
will not finance ocean freight for a cargo liner shipment at a rate
which exceeds the lowest rate charged by the carrier for a similar
shipment on the same voyage. Accordingly, when an NVOCC is used for
shipment of AID financed cargo the supplier must provide a copy of the
participating U.S. flag carrier’s underlying bill of Tading in addition
to the bill of lading issued by the NVOCC.

6. Compliance by Borrowers/Grantees

a. AID’s agreements with B/G’s impose differing methods as to how
the B/G must achieve compliance with the use of U.S. flag vessels
required by cargo preference. One method is established for
AID-financed commodities shipped on liner parcels, normally on dry cargo
liners; a second method is established for commodities shipped in full
shipment load lots, which are normally carried on dry bulk carriers and
on tankers.

b. The B/G’s compliance for liner parcels must be achieved during
the term of the agreement. Since MARAD is obliged by statute to report
cargo preference compliance of all U.S. Government agencies to Congress
annually, and does so on a calendar year basis, a calendar year .
compliance is, in effect, superimposed on AID’s compliance requirement.

Such annual compliance is achieved when the B/G ships during the
calendar year at least 50 percent of the gross tonnage of liner
shipments of commodities financed under the agreement on U.S. flag liner
vessels and assures that at least 50 percent of the gross freight
revenue generated during the calendar year by all liner shipments of
commodities financed under the agreement is paid to or for the benefit
of U.S. flag liner vessels. This compliance must be achieved from each
of the two geographic areas in the event shipments are made from both.
Compliance is determined by ship sailing dates, not booking or arrival
dates.

c. The B/G’'s compliance for full shiploads of commodities must be .
achieved for each quantitative unit of cargo financed under the
agreement. A quantitative unit of cargo is the total tonnage of a
commodity or commodities included in one Invitation for Bids or other
solicitation of offers from ocean carriers for the transportation of
cargo which may move in shipload lots. Ocean vessels for this quantity
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of cargo are chartered by the shipper. Chapter 4, Section 4E1b(3) of
Handbook 1, Supplement B establishes that commodities are ineligible for
AID financing if shipped under an ocean charter that has not received
prior approval by AID/W. This policy is implemented in AID Regulation 1
and incorporated in agreements which are not subject to Regulation 1.
Accordingly, B/G’s or their agents must refer all proposed charters to

¥ MS/0P for prior approval. This affords MS/OP the opportunity and

authority to withhold approval of any proposed charter of a non-U.S.

A flag vessel for the quantitative unit of cargo until MS/0P has

‘ \ determined that at least 50 percent of the quantitative unit will be

N moved on U.S. flag vessels. Although full shiploads are normally

carried in bulk on dry bulk carriers and tankers, U.S. flag liners whose

of fers are responsive to the terms of the invitation for bids or other

solicitation of vessels may be used for achieving compliance.

7. Availability of U.S. Flaq Vessels

a. General

(1) The Cargo Preference Act requires participation by U.S.
flag vessels "to the extent such vessels are available," and this
qualification is included in AID’s agreements with B/G’s. MS/0P’s %
Transportation Division may make determinations, when circumstances
warrant, that U.S. flag commercial vessels are not available. Authority
to make such determinations is not delegated to B/G’s. These
determinations of nonavailability may be made for individual shipments
of liner parcels or full shiploads, or for all liner shipments for a
period of time from certain ports or a range of ports in a geographic
area to the destination country.

(2) Nonavailability is not determined by comparison of
freight costs between U.S. and foreign flag vessels. The Cargo
Preference Act requires use of U.S. flag vessels available at fair and
reasonable rates for U.S. flag vessels. Where direct or total U.S. flag
service is available from port of origin to port of destination, neither
g AID nor MARAD will consider U.S. flag service utilizing a through bill
’ of lading with a foreign flag feeder vessel as being in compliance with

the Cargo Preference Act. A determination of nonavailability may be

made in the following circumstances:

(a) When U.S. flag liner vessels do not offer service
from the shipment’s geographic source to the destination country;

4R Revised
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(b) When U.S, flag Tiner service for commodities which .
cannot be containerized'is only available by transshipment, and a
foreign flag liner carrier provides the required service without
transshipment;

(c) When U.S. flag vessels are not available when the
cargo is ready and available for shipment and it has been established
that delaying the shipment until a U.S. flag vessel will be available
would subject either the supplier or cargo to additional costs or the
importer to significant delay in receipt of the cargo;

are found unsuitable for loading, carriage, or unloading methods
required or for the port handling facilities available;

(d) When U.S flag vessels which are otherwise available '

(e) When U.S. flag liner service is not available
between the particular ports of loading/discharge stipulated in the
delivery terms of the contract, provided that such ports are stipulated
in a manner consistent with normal trade practices;

(f) When rates for otherwise available U.S. flag vessels
are determined to be higher than fair and reasonable rates for such
vessels;

* (3) Determinations of nonavailability may be initiated by
AID/W (MS/0P/TRANS), or requested of MS/OP/TRANS by a cooperating

country or B/G, a supplier, or such other individual or agency as may be
concerned with the shipment of AID-financed commodities. *

b. Liner Parcels

(1) When a determination of liner nonavailability is
requested of AID, it will be made or confirmed in writing prior to
booking the cargo. The request will be substantiated so far as feasible
by letter refusals to the supplier or AID from the U.S. liner operators
normally serving the trade route.

(2) When AID/W determines that U.S. flag liner service is not
available, the tonnage and freight revenue of a shipment subject to this
determination is deleted from the B/G’s required use of U.S. flag

shipping.

*Revised
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c. Full Shipload (Quantitative Units)

(1) Availability of U.S. flag ocean vessels to carry full
shiploads of commodities is determined on a case-by-case basis as their
services are required and by reviewing vessels offered in response to a
freight tender for a quantitative unit of cargo.

(2) AID/W determines the availability of such U.S. flag ocean
vessels to carry full shiploads of commodities when a B/G submits
information on the vessels offered for chartering for a quantitative
unit of cargo for AID’s approval. When AID determines that sufficient
U.S. flag vessels are not available to carry 50 percent of the cargo for
which freight offers were solicited, this determination will relieve the
B/G of the cargo preference requirement for a proportionate amount of
cargo. For example, if eligible, suitable U.S. flag vessels offer to
carry only 20,000 tons of a total of 50,000 tons of fertilizer, AID’s
determination that U.S. flag shipping was not available for 5,000 tons
would offset 5,000 tons of the foreign flag vessels used. Although in
this example 20,000 tons would be carried by U.S. flags and 30,000 tons
by foreign flags, the borrower/grantee would have achieved cargo
preference compliance. Fifty percent of the cargo would be carried on
U.S. flag vessels, to the extent U.S. flag vessels were available.

8. Statistics

MS/0P monitors the compliance of B/G’s in meeting the required use
of U.S. flag vessels by data obtained from the copies of the ocean bill
of lading which the commodity supplier must submit to AID.

Implementation by Borrower/Grantees

1. Methods of Control

The B/G shall establish controls or procedures to assure that
sufficient use is made of U.S. liner service. Such controls are not
necessary for the chartered use of vessels, as MS/OP enforces compliance
by means of its charter approval authority, as described in paragraph
7C6¢ above. Some methods which may be applied to liner shipments are as
follows:

a. Applicants for import licenses may be required to state the
proposed source, tonnage, and freight charges. The license approval
authority would stipulate that U.S. flag service must be used to the
extent necessary. The importer then directs use of the authorized
service in its credit to the supplier.
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b.  When procurement is undertaken for the public sector of the .
host country, the purchaser could apportion its shipments to achieve
compliance. It could also authorize purchases from a particular
geographic source only on an FAS port of export basis and use a sole
shipping agency to arrange shipping in compliance with cargo preference
requirements. '

2. Analysis of Procurement Documents

Procurement authorizations, tenders, requests for proposals, and
invitations for bids for public sector procurement which will result in
the ocean shipment of commodities should be analyzed by the B/G prior to
issuance to determine which commodities or what portion of the ‘
commodities must be shipped aboard U.S. flag vessels to insure cargo
preference compliance. Procurement authorizations or tenders for
commodities may stipulate to the supplier that use of U.S. flag vessels
is required for all or some portion of the commodities to be furnished.
Contracts may specify what portion of the commodities to be acquired
under the terms of the contract must be shipped aboard U.S. flag
vessels, to achieve compliance with cargo preference.

3. Liner Revenue Requirement

Compliance with the Tiner parcel revenue requirement requires
greater control than that needed to assure that at least 50 percent of 8
the gross liner parcel tonnage of AID-financed commodities is carried on .
U.S. flag liners. It is necessary to estimate the freight revenue which
U.S. flag Tiners (not NVOCC’s) will receive, particularly in those
instances where the B/G may intend or desire to make only the minimum
essential use of U.S. flag Tiners. The B/G may not properly assume that
shipping 50 percent of the liner tonnage of a commodity program on U.S.
flag liners will result in the U.S. flag liners receiving 50 percent of
the total liner revenue from the program. There is too great a variance
in Tiner revenue per ton, depending on the commodities involved. Many
of the individual commodity rates are assessed by either weight or
measurement (per so many cubic feet or cubic meters), depending on which
will yield the greater revenue to the liner. This principle and its
affect on achieving cargo preference compliance may be illustrated by
the following exampie. The example incorporates only some of the
various factors which may affect compliance:

Example. A B/G with a 100 ton commodity program from one geographic
source to move by liner could comply as to tonnage if it had 50 percent
of the commodity "A" shipped U.S. flag and 50 tons of commodity "B"
shipped foreign flag. However, it must be certain that the freight
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revenue to the U.S. flag liner (not NVOCC) from the 50 tons of commodity
"A" equals or exceeds that from the 50 tons of commodity "B". In a
great many instances, this cannot even be assured by determining that
the rate per ton for commodity "A" equals or exceeds the rate per ton of
commodity "B". Many rates are published as applying "per ton or 40
cubic feet, whichever yields the carrier greater revenue." If commodity
"A" and "B" have the same or approximately equal rates per ton and
commodity "A" is dense so that a ton occupies only 30 cubic feet, but
commodity "B" is less dense so that a ton occupies 80 cubic feet, the
carrier of commodity "B" would receive about twice the revenue the
carrier of commodity "A" would receive.

Compliance and Noncompliance

1. Determination of Nonavailability

AID’s issuance of a determination of nonavailability of U.S. flag
shipping relieves the borrower/grantee from the requirements of cargo
preference for the tonnage covered by the determination of
nonavailability. AID’s analysis of each B/G’s compliance with cargo
preference requirements as incorporated into each agreement is made by
MS/0P.

2. Prevention of Noncompliance

MS/O0P’s review and approval functions with regard to shipping used
for a quantitative unit of commodities (see 7C6c) assures that the B/G
will achieve compliance for the tonnage of each quantitative unit,
unless the B/G fails to seek AID’s approval prior to shipment. Such a
failure would make both the commodities and freight ineligible for AID
financing, and cargo preference would no Tonger apply. MS/0P’s analysis
of the extent of each B/G’s use of U.S. flag Tiner service during the
period of the agreement may reveal that it is probable that compliance
will not be achieved by the terminal date of the agreement. In such
instances, MS/0P may initiate corrective action to require that all
subsequent shipments be made on U.S. flag liners until compliance is
assured as provided in Chapter 10A7a of Handbook 1, Supp. B. Authority
for this is contained in AID Regulation 1 and comparable provisions are
included in agreements not subject to the provisions of AID Regulation 1.

3. Remedies for Noncompliance

AID does not extend any assurance to a cooperating country or B/G
that AID will afford any relief from the normally prescribed refund
action in the event of deficient or inadequate compliance with cargo
preference requirements. In exceptional circumstances, and when AID
finds that such action will not result in AID’s violating the provisions
of the Cargo Preference Act, AID may:

.g Revised
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a. Offset a shortfall,in a particular loan or grant with the ‘
actual or prospective greater-than-minimum-essential performance in
another loan or grant to the same country. The loan or grant or its
implementing document would require amendment to reflect AID’s agreement
and to stipulate performance required by the B/G to achieve compliance;
. or

b. Offset a deficit in performance by one B/G country during a
particular period by an overage in performance by another B/G country.

7F. Refunds

1. Refund requests for noncompliance with cargo preference are based ‘
on the rights of AID against B/G’s as expressed in 201.81 of AID

Regulation 1 (Appendix A). Similar provisions are incorporated in loans

and grants not subject to AID Regulation 1.

¥ 2. MS/0P will report a B/G’s noncompliance with cargo preference to
DAA/MS. This will occur whenever the cargo preference statistics of a
loan or grant, after deducting tonnage covered by determinations of
nonavailability, establish that the B/G has failed to accomplish the
cargo preference requirements imposed by the loan or grant. The report
will include recommendations as to whether it is considered feasible to
afford the B/G any relief from the requirement, in accordance with the
alternatives stated in paragraph 7E3. The report will also include a .
statement as to the appropriate refund which AID may claim of the B/G.

3. DAA/MS, in consultation with the appropriate Geographic Bureau and
Office of the General Counsel (GC), will determine whether or not to: o

a. Recommend to the Administrator that refund action be taken, or

b. Approve remedying the shortfall in compliance by the use of
one or the other of the alternatives provided in paragraph 7E3 above.

X Revised
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APPENDIX 7A
CARGO PREFERENCE
~ DEFINITIONS

The following definitions apply to shipping terms applied to Chapter 7.

Cargo Preference means the required use of U.S. flag ocean vessels established
by the Cargo Preference Act of 1954, Section 901(b)(1) of the Merchant Marine
Act of 1936 as amended, 46 U.S.C. 1241(b)(1) and the required use of U.S. flag
ocean vessels which AID imposes on a borrower/grantee to enable AID to meet
its statutory regulations of the U.S. Maritime Administration.

Contract of Affreightment. An obligation undertaken by the carrier/owner to

carry goods by sea/air or to charter a ship of aircraft for a rate of freight
agreed upon in advance. This contract of affreightment as it is so called may

subsequently be substituted in a charter party, bill of lading or booking note.

Charter Party. A single document incorporating the terms of the contract
between the carrier and shipper for the hire of a ship or aircraft, or a
portion thereof, for one or more voyages or flights, or for a period of time.
Its clauses contains notes, terms and conditions of carriage and include
provisions established by international agreements and, by reference,
provisions of law. The charter party usually overrides any provisions of the
carrier's bill of lading, although the charter party may provide that the bill
of lading will serve as a receipt for the cargo.

Booking Note or Booking Agreement. A contract of affreightment which
incorporates alT or some of the provisions of the carrier's bill of lading by
reference. The note or agreement adds provisions which stipulate the rights
and responsibilities of the parties as to such things as the loading and
discharging of cargo, despatch and demurrage, rates, brokerage fees, etc.
Booking notes/agreements may be used for parcels of cargo, but may not be used
in Tieu of a charter party for the hire of a ship or portion thereof.

Dry Bulk Carrier. Any nonscheduled single-decked vessel designed to carry
buTk commodities, other than a tanker, which offers to carry a full bulk
cargo. Rates are negotiated for the particular voyage, and rates and services
are fixed by a charter for the movement of a specific quantity of a commodity,
at a specified time from a particular port or ports to one or more destination
ports.

Dry Cargo Liner. Any type of vessel other than a dry bulk carrier or tanker
operated in scheduled service between two or more countries over specified
trade routes. Charges for liner service are fixed in tariffs published by the
vessel operator with the Federal Maritime Commission (FMC) and are normally
available uniformly to any shipper. Virtually any commodity may be shipped in
liner service, including commodities which are not "dry cargo" such as
petroleum, vegetable oils, and other bulk liquids which the 1iner carries in
containers or deep tanks built into the vessel.
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Fair and reasonable rates

a. The Cargo Preference Act's required use of U.S. flag vessels stipulates
that their usage is dependent on the extent such vessels are available at
"fair and reasonable rates for U.S. flag commercial vessels." AID's general
practice is to accept that liner tariff rates filed with the Federal Maritime
Commission for transportation service to and from the United States are fair
and reasonable.

b. Conferences of liner operators, and also individual (nonconference)
liner operators, designate in their tariffs that the freight rates for certain
commodities are "open"; no fixed rate or charge is set forth in the tariff.
The commodities in such instances are usually those that move in substantial
quantities or "parcels", such as fertilizers, cement, etc. The liner operator
will quote a rate to a prospective shipper for a particular consignment. Such
quoted rates will fluctuate from time to time, reflecting supply and demand
for shipping space. AID reserves the right in such instances to determine
whether the rate quoted for a particular shipment is fair and reasonable at
the time and for the trade concerned.

c. Dry bulk carrier and tanker rates are negotiated between shippers and

vessel operators and fixed by a charter. AID refers proposed rates for full

shiploads of cargo in such cases to the U.S. Maritime Administration for

review, and will determine that the rate is not fair and reasonable in

instances where the U.S. Maritime Administration advises AID that the offered ‘
rate exceeds their guideline rate for the vessel and voyage concerned.

Flag of Registry. AID accepts Lloyd's Register and Lloyd's Shipping Index in
effect as of the date of loading of the vessel as reference in determining the
flag of registry of a particular vessel.

Liner Conference. An association of common carriers by water (liner

operators) which is permitted by the Federal Maritime Commission to file a

tariff for the services of all members of the conference. The members usually

include both U.S. and foreign flag carriers, and with the exception of service

contracts and independent action, tariff's rates and charges are uniform for

all members. A conference tariff may contain “open rates" for particular ‘

commodities.

Open Rates. A liner conference tariff may state that the conference has
agreed that the rates of its members for one or more specific commodities are
"open". The conference tariff will not specify the applicable freight rate in
such instances. The individual members of the conference may then establish
their individual rates for these "open" commodities, and such individual
carrier rates may vary between members of the conference. Each conference
member is then required to file its individual tariff with the Federal
Maritime Commission to cover the rates, charges, and rules applicable to
carrying the open rated commodity of the conference tariff.
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U.S. Flag Vessel. For cargo preference purposes, this term includes all U.S.
fTag registry vessels owned by commercial firms or individuals except those
which, subsequent to September 21, 1961, shall have been built outside the
United States, rebuilt outside the United States, or documented under any
foreign registry until such vessels shall have been documented under the laws
of the United States for a period of three years. The three year
qualification provision does not apply to U.S. flag vessels built or
reconstructed outside of the United States pursuant to Sec. 615 of the
Merchant Marine Act of 1936.

Tariff. A publication containing the rates, charges, classification of

commodi ties, rules, regulations, and practices of a common carrier (including
Nonvessel Operating Common Carriers - NVOCC) for transportation by water.

Transshipment. Transshipment means the physical transfer of cargo from one
vessel to another. Transfer of containerized cargo between vessels of one
comon carrier is a relay, and is not considered transshipment.
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APPENDIX 7B

CARGO PREFERENCE
STATUTORY AND REGULATORY PRQOVISIONS

Background

Various U.S. statutes since 1904 have incorporated the cargo preference
principle. In general, the principle is that when the U.S. Government
generates cargo by virtue of loans, grants, guarantees of payment,
acceptance of foreign currency, or direct purchase, a portion of the
cargo will be transported in privately owned U.S. flag ships. This
principle is supportive of the basic maritime policy of the United
States, as now stated in the Merchant Marine Act, 1936, which reads:

It is necessary for the national defense and development of its
foreign and domestic commerce that the United States should have a
merchant marine (a) sufficient to carry...a substantial portion of
the waterborn...foreign commerce of the United States...(b) capable
of serving as a naval and military auxiliary in time of war or
national emergency..."

The Cargo Preference Act

The Cargo Preference Act of 1954, P.L. 664 (83rd Congress), amended
Section 901(b) of the Merchant Marine Act of 1936 to require that at
least 50 percent of U.S. Government financed cargo be carried on U.S.
flag shipping. This section of the Merchant Marine Act was further
amended by P.L. 266 (87th Congress) to establish when certain U.S. flag

vessels are not deemed to be "privately owned U.S. flag vessels" for the
purposes of Section 901(b). As so amended the section states:

(b) Whenever the United States shall procure, contract for, or
otherwise obtain for its own account, or shall furnish to or for
the account of any foreign nation without provision for
reimbursement, any equipment, materials, or commodities, within or
without the United States, or shall advance funds or credits or
guarantee the convertibility of foreign currencies in connection
with the furnishing of such equipment, materials, or commodities,
the appropriate agency or agencies shall take such steps as may be
necessary and practicable to assure that at least 50 per centum of
the gross tonnage of such equipment, materials, or commodities
(computed separately for dry bulk carriers, dry cargo liners, and
tankers), which may be transported on ocean vessels, shall be
transported on privately owned United States-flag commercial
vessels, to the extent such vessels are available at fair and
reasonable rates for United States-flag commercial vessels, in such
manner as will insure a fair and reasonable participation of United
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States-flag commercial vessels in such cargoes by geographic

areas. Provided, that the provisions of this subsection may be
waived whenever the Congress by concurrent resolution or otherwise
or the President of the United States or the Secretary of Defense
declares that an emergency exists justifying a temporary waiver of
the provisions of Section 901(b) and so notifies the appropriate
agency or agencies. And provided further, that the provisions of
this subsection shall not apply to cargoes carried in the vessels
of Panama Canal Company. Nothing herein shall repeal or otherwise
modify the provisions of Public Resolution Number 17, (73rd
Congress) (48 Stat. 500) as amended. For purposes of this section,
the term "privately owned United States-flag commercial vessels"
shall not be deemed to include any vessel which subsequent to the
date of enactment of this amendment shall have been either (a)
built outside the United States, (b) rebuilt outside the United
States, or (c) documented under any foreign registry, until such
vessel shall have been documented under the laws of the United
States for a period of three years. 1/ Provided, however, that the
provisions of this amendment shall not apply where, (1) prior to
the enactment of this amendment, the owner of a vessel, or
contractor for the purchase of a vessel, originally constructed in
the United States and rebuilt abroad or contracted to be built
abroad, has notified the Maritime Administration in writing of its
intent to document such vessel under United States registry, and
such vessel is so documented on its first arrival at a United
States port not later than one year subsequent to the date of the
enactment of this amendment, or (2) where prior to the enactment of
this amendment the owner of a vessel under United States registry
has made a contract for the rebuilding abroad of such vessel and
has notified the Maritime Administration of such contract, and such
rebuilding is completed and such vessel is thereafter documented
under United States registry on its first arrival at a United
States port not later than one year subsequent to the date of the
enactment of this amendment."

3. MARAD Authority

a.

Section 27, P.L. 469 (91st Congress), the Merchant Marine Act of

1970, gave new authority on cargo preference administration to the
Secretary of Commerce. This authority delegated to the U.S. Maritime
Administration (MARAD) was transferred from the Department of Commerce
to the Department of Transportation when the MARAD was transferred to
the latter Department. Section 27 further amended Section 901 of the
Merchant Marine Act of 1936 by adding a new subsection (b)(2) which now
reads:

"b(2) Every department or agency having responsibility under this
subsection shall administer its programs with respect to

1/ Subsequent legislation has modified this three year qualification

provision to permit certain U.S. flag vessels that were built or reconstructed
overseas to obtain immediate qualification to carry preference cargo.

March 17, 1987 15:86 AID HANDBOOK 15 App 7B
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this subsection under regulations issued by the Secretary of
Transportation. The Secretary of Transportation shall review such
administration and shall annually report to the Congress with
respect thereto."

b. The Conference report accompanying the Merchant Marine Act of 1970
(No. 91-155), in explaining the reason for the above amendment, said:

"There is a clear need for a centralized control over the
administration of preference cargoes. In the absence of such
control, the various agencies charged with administration of cargo
preference laws have adopted varying practices and policies, many
of which are not American shipping oriented. Since these laws were
designed by Congress to benefit American shipping, they should be
administered to provide maximum benefits to the American merchant
marine. Localizing responsibility in the Secretary of
Transportation to issue standards to administer these cargo
preference laws gives the best assurance that the objective of
these laws will be realized."

MARAD Regulations

The MARAD has added Part 381 to Title 46, Chapter II, Code of Federal
Regulations to implement its above authority, and has issued seven
regulations under the Part 381. Quotations follow from four of these
regulations:

a. Section 381.3 reads:
381.3 Reporting information and procedure.

(a) Reports of cargo preference shipments. Each department or
agency subject to the Cargo Preference Act of 1954, except the
Department of Defense for which separate regulations will be issued,
shall furnish to the Maritime Administration, Cargo Preference Control
Center, Transportation Building, Washington, D.C. 20590, within 20
working days of the date of Toading for shipments originating in the
United States or within 30 working days for shipments originating
outside the United States, the following information concerning each
shipment of preference cargo:

(1) Identification of the sponsoring U.S. Government agency
or department

(2) Name of vessel

(3) Vessel flag of registry
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(4) Date of Loading

(5) Port of Loading

(6) Port of final discharge

(7) Commodity description

(8) Gross weight in pounds

(9) Total ocean freight revenue in U.S. dollars

(b) Format of Reports. The information listed in paragraph (a) of
this section shall be furnished to the Maritime Administration in a
format prepared by the reporting department or agency and approved by
the Assistant Secretary of Transportation for Maritime Affairs as
suitable for the purpose of carrying out his responsibility under
Section 901(b)(2) of the Merchant Marine Act, 1936, -as amended, pursuant
to the authority delegated to him thereunder by the Secretary of
Transportation, under Section 3 of Department Organization Order 10-8,
36 F.R. 1223. Where obtainable, a properly notated and legible copy of
the ocean bill of lading in English will suffice. Reporting formats
shall be submitted for approval by April 30, 1971.

(c) Shipments made subject to the Act. In those instances where a
shipment has been made that was not known to be subject to the Cargo
Preference Act of 1954 when it was made, but subsequent events cause it
to be subject to that Act, the agency taking the action that caused the
shipment to be subject to the Act shall furnish to the Maritime
Administration, Cargo Preference Control Center, the information listed
in paragraph (a) of this section in the approved reporting form.

Effective date. These regulations shall become effective for all cargo
preference shipments loaded on or after July 1, 1971."

b. Section 381.4 reads:

"381.4 Fair and reasonable participation. In order to insure a
fair and reasonable participation by U.S.-flag commercial vessels in
liner parcel cargoes subject to the Cargo Preference Act of 1954, as
required by that Act, the head of each department or agency having
responsibility under that Act shall prescribe regulations on formal
staff instructions providing for the cargo mix of liner parcel cargoes
transported on ocean vessels to be divided between privately owned
U.S.-flag vessels and foreign-flag vessels in such a manner as to yield
to the U.S.-flag vessels freight revenue per long ton at least equal to
the freight revenue per long ton afforded the foreign-flag vessels




TRANS. MEMO NO. EFFECTIVE DATE PAGE NO.,

AID HANDBOOK 15 | App 75 15:86 tarch 17, 1987 78-5

participating in the same grant, loan or purchase transactions. A copy
of the regulations or staff instructions prescribed by each department
or agency shall be furnished to the Secretary, Maritime Administration,
no later than June 30, 1971."

c. Section 381.5 reads:

"381.5 Fix American-flag tonnage first. Each department or agency
having responsibility under the Cargo Preference Act of 1954 shall cause
each full shipload of cargo subject to said Act to be fixed on U.S.-flag
vessels prior to any fixture on foreign-flag vessels for at least that
portion of all ?reference cargoes required by that Act to be shipped on
U.S.-flag vessels, computed by purchase authorization or other
quantitative unit satisfactory to the agency involved and the Maritime
Administration, except where such department or agency determines, with
the concurrence of the Maritime Administration, and (a) U.S.-flag
vessels are not available at fair and reasonable rates for U.S.-flag
commercial vessels, or (b) that there is a substantially valid reason
for fixing foreign-flag vessels first."

d. Section 381.7 reads:

“381.7 Federal Grant, Guaranty, Loan and Advance of Funds
Agreements. In order to insure a fair and reasonable participation by
privately owned United States-flag commercial vessels in transporting
cargoes which are subject to the Cargo Preference Act of 1954 and which
are generated by U.S. Government Grant, Guaranty, Loan and/or Advance of
Funds Programs, the head of each affected department or agency shall
require appropriate clauses to be inserted in those Grant, Guaranty,
Loan and/or Advance of Funds Agreements and all third party contracts
.executed between the borrower/grantee and other parties where the
possibility exists for ocean transportation of items procured,
contracted for or otherwise obtained by or on behalf of the grantee,
borrower, or any of their contractors or subcontractors. The clauses
required by this Part shall provide that at least 50 percent of the
freight revenue and tonnage of cargo generated by the U.S. Government
Grant, Guaranty, Loan or Advance of Funds be transported on privately
owned United States-flag commercial vessels. These clauses shall also
require that all parties provide to the Maritime Administration the
necessary shipment information as set forth in 381.3. A copy of the
appropriate clauses required by this Part shall be submitted by each
affected agency or department to the Secretary, Maritime Administration,
for approval no l1ater than 30 days after the effective date of this
Part. The following are suggested acceptable clauses with respect to
the use of United States-flag vessels to be incorporated in the Grant,
Guaranty, Loan and/or Advance of Funds Agreements as well as contracts
and subcontracts resulting therefrom:
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(a) Agreement Clauses. "Use of United States-flag vessels:

(1) "Pursuant to Pub. L. 664 (46 U.S.C. 1241(b) at Teast 50
percent of any equipment, materials or commodities procured, contracted
for or otherwise obtained with funds granted, gquaranteed, loaned, or
advanced by the U.S. Government under this agreement, and which may be
transported by ocean vessel, shall be transported on privately owned
United States-flag commercial vessels, if available.

(2) Within 20 days following the date of loading for
shipments originating within the United States or within 30 working days
following the date of loading for shipments originating outside the
United States, a legible copy of a rated, "on-board" commercial ocean
bil1-of-Tading in English for each shipment of cargo described in
paragraph (1) above shall be furnished to both the Contracting Officer
(through the prime contractor in the case of subcontractor
bil1s-of-lading) and to the Division of National Cargo, Office of Market
Development, Maritime Administration, Washington, D.C. 20230."

(b) Contractor and Subcontractor Clauses. "Use of United
States-flag vessels: The contractor agrees:

(1) "To utilize privately owned United States-flag commercial
vessels to ship at least 50 percent of the gross tonnage (computed
separately for dry bulk carriers, dry cargo liners, and tankers)
involved, whenever shipping any equipment, material, or commodities
pursuant to this contract, to the extent such vessels are available at
fair and reasonable rates for United States-flag commercial vessels.

(2) To furnish within 20 days following the date of loading
for shipments originating within the United States or within 30 working
days following the date of 1oading for shipments originating outside the
United States, a legible copy of a rated "on-board" commercial ocean
bill-of-1ading in English for each shipment of cargo described in
paragraph (1) above to both the Contracting Officer (through the prime
contractor in the case of subcontractor bills-of-lading) and to the
Division of National Cargo, Office of Market Nevelopment, Maritime
Administration, Washington, D.C. 20230.

(3) To insert the substance of the provisions of this clause
in a1l subcontracts issued pursuant to this contract.”

Statutory Provisions of the Foreign Assistance Act

The Foreign Assistance Act of 1961, as amended, exempts certain 1imited
transactions from the provisions of the Cargo Preference Act.

a. Section 603 of the FAA applies to the use of certain foreign
currency funds, and the transfer of fresh fruits and products thereof,

and is quoted for convenience." ’
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"Sec. 603. Shipping on United States Vessels. The ocean
transportation between foreign countries of commodities and defense
articles purchased with foreign currencies made available or
derived from funds made available under this Act or the
Agricultural Trade Development and Assistance Act of 1954, as
amended (7 U.S.C. 1691 et seq.), and transfers of fresh fruit and
products thereof under this Act, shall not be governed by the
provisions of section 901(b) of the Merchant Marine Act of 1936, as
amended (46 U.S.C. 1241), or any other law relating to the ocean
transportation of commodities on United States flag vessels."

b. The Cargo Preference Act includes the statement: "Nothing herein
shall repeal or otherwise modify the provisions of Public Resolution 17,
Seventy-third Congress (48 Stat. 500) as amended." PR 17 {15 U.S.C.
616a) reads as follows:

“Sec 616a. Shipment of exports financed by Government in United
States Vessels. It is the sense of Congress that in any loans made
by the Reconstruction Finance Corporation or any other
instrumentality of the Government to foster the exporting of
agricultural or other products, provision shall be made that such
products shall be carried exclusively in vessels of the United
States, unless, as to any or all of such products, the United
States Maritime Commission, after investigation, shall certify to
the Reconstruction Finance Corporation or any other instrumentality
of the Government that vessels of the United States are not
available in sufficient numbers, or in sufficient tonnage capacity,
or on necessary sailing schedule, or at reasonable rates."

However, Executive Order 11223 of May 12, 1965, exempted the
Administration of the Foreign Assistance Act of 1961, as amended, from
the provisions of P.R. 17.

c. Subsection 491(b) of the FAA applies to funds related to the
International Disaster Assistance Program (IDA):

"Subject to the limitations in section 492, and notwithstanding any
other provision of this or any other Act, the President is
authorized to furnish assistance to any foreign country,
international organization, or private voluntary organization, on
such terms and conditions as he may determine, for international
disaster relief and rehabilitation, including assistance relating
to disaster preparedness, and to the prediction of, and contingency
planning for, natural disasters abroad." (Emphasis added.)

The subsection and its legislative history establish the principle that
IDA shipments are exempt from otherwise applicable procurement laws
including The Cargo Preference Act.
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6. AID Regulations

AID's regulatory implementation of cargo preference is contained in

Sections 201.15 and 201.31(f) of AID Regulation 1, Appendix A of this
Handbook and in Handbook 11, Chapter 3.
implementation applicable to AID direct contracts is contained in

Handbook 14.

Further regulatory
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APPENDIX 7C
CARGO_PREFERENCE
MODEL AGREEMENT CLAUSE

The following clause shall be used to incorporate cargo preference
requirements into Toan and grant agreements, when such agreements do not
incorporate the provisions of Section 201.15 of AID Regulation 1. Any
proposed deviation from the model clause shall be cleared by MS/OP prior to
use in an agreement.

Section . U.S. flag vessel shipping requirement.

(a)

(b)

General requirements. Unless AID determines that privately owned U.S.
flag commercial ocean vessels are not available at fair and reasonable
rates for such vessels,

(1) at least fifty percent (50%) of the gross tonnage (computed
separately for dry bulk carriers, dry cargo liners, and tankers from
each of two geographic areas - the United States and all other
countries) of all goods financed by AID which are transported on ocean
vessels shall be transported on privately owned U.S. flag commercial
vessels and

(2) at least fifty percent (50%) of the gross freight revenue generated
by all shipments of AID-financed commodities which are transported to
the territory of the borrower/grantee on dry cargo liners shall be paid
to or for the benefit of privately owned U.S. flag commercial vessels.

Methods of compliance

(1) Compliance with these requirements with respect to liner parcels
shall be achieved for the total of liner shipments made during the term
of the loan or grant agreement. If AID determines at any time during
the term of the agreement that compliance may not be achieved, AID may
require that all subsequent shipments be made on U.S. flag liners until
compliance is assured.

(2) Compliance with these requirements for full shiploads of
commodities shall be achieved for each quantitative unit of cargo. A
quantitative unit of cargo is the total tonnage of a commodity or
commodities included in one invitation for bids or other solicitation of
offers from ocean carriers for the transportation of cargo which may
move in full shipload lots. AID shall approve a charter or other
contract of affreightment for a non-U.S. flag vessel only if AID has
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flag vessels, to the extent that such vessels are available at fair and
reasonable rates for such vessels. Although full shiploads are normally
carried in bulk on dry bulk carriers and tankers, U.S. flag dry cargo
liners whose offers are responsive to the terms of the invitation for
bids or other solicitation of vessels may be used for achieving
compliance for the quantitative unit.

determined that at least 50% of the quantitative unit will move on U.S. .

Nonavailability of U.S. flag vessels

Upon application of the borrower/grantee or the supplier, AID/W, Office

of Procurement, shall determine and advise the applicant whether or not
privately owned U.S. flag vessels are available for any specific

shipment of commodities at fair and reasonable rates. A determination .
that U.S. flag vessels are not available does not carry with it the
authorization for AID to finance freight on a vessel not otherwise

authorized.

Responsibility

The borrower/grantee is responsible for compliance with the requirements
of this section and for imposing upon subborrowers, contractors, and
importers such requirements regarding shipping arrangements with
suppliers as will assure discharge of this responsibility.

Privately owned U.S. flag commercial vessels .

For purposes of this section the term "privately owned U.S. flag
commercial vessels" shall not include any vessel which, subsequent to
September 21, 1961, shall have been either built outside the United
States, rebuilt outside the United States, or documented under any
foreign registry until such vessel shall have been documented under the
laws of the United States for a period of three years, unless such
vessels are otherwise qualified through provisions of subsequent
legisiation.

Reporting Requirements

The supplier is responsible for mailing a copy of each bill of lading
applicable to the transportation of AID-financed commodities to the
Transportation Division, Office of Procurement, Agency for International
Development, Washington, D.C. 20523-1419 and to the Division of

National Cargo, Maritime Administration, Washington, D.C. 20590-0001,

and to certify to AID in either form AID 282 or form AID 1450-4 that the

bill of lading has been so mailed to the Maritime Administration.J’




CHAPTER 8 - MARINE INSURANCE
AND GENERAL AVERAGE
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CHAPTER 8
MARINE INSURANCE AND GENERAL AVERAGE

Scope

This chapter outlines implementation procedures with respect to marine
insurance, including use of loss proceeds, antidiscrimination
procedures, procedures with respect to loss or damage, and general
average procedures. For marine insurance policies, see Handbook 1, Supp
B, Chapter 11.

When Marine Insurance is Financed and When Required

1. Nonproject Assistance

If marine insurance is deemed necessary by AID in connection with
non-project assistance procurement, a requirement to this effect is
included in the Agreement. Normally, AID does not require that
commodities financed under non-project assistance be insured, but does
require the borrower/grantee (B/G) to inform importers of the
availability of AID funds for this purpose. Importers may choose to use
AID-financed insurance, insurance not financed by AID, or no insurance
(and this would as a practical matter be confined to governmental
importers, who would in effect be self-insuring).

2. Project Assistance

Project assistance agreements normally require that all
AID-financed equipment and materials be insured against risks incident
to their transit to the point of their use in the project and to their
storage, if any, prior to incorporation in the project, unless AID
agrees otherwise in writing. This will be considered when the B/G can
assure that any AID-financed equipment or materials which may be lost,
damaged or destroyed in transit or storage can be replaced promptly with
the B/G’s own resources.

Procurement of Marine Insurance

1. Commercial Transactions

Importers desiring marine insurance coverage usually negotiate the
transaction on a cost, insurance, freight (c.i.f.) or cost, insurance
(c. & i.) basis with the supplier obtaining insurance coverage. The
supplier may purchase marine insurance for the specific transactions, or
he/she may provide insurance under an open cargo insurance policy which
authorizes him/her to bind the marine insurer by issuing insurance
certificates or policies in favor of importers. Importers may also
procure marine insurance directly from an insurance company or an
authorized broker or agent.
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2. Procurement by U.S. Government Agencies

When AID or another U.S. Government agency acts on behalf of a
cooperating country in procuring commodities for the account of the
importer, marine insurance may be purchased with AID funds provided the
coverage (a) is specifically requested by the importer and (b) is
purchased in accordance with the requirements set forth in Handbook 1,
Supp B, Chapter 11. The Project Implementation Order/Commodity (PIO/C)
may request that the procuring agency purchase marine insurance in
conjunction with the procurement of commodities, or the importer may
purchase insurance with his/her own funds. AID does not finance
separate purchases of marine insurance by B/G’s because of the
administrative difficulties which would be involved. On occasion, U.S.
Government agencies may decline to honor a request that they purchase
marine insurance, because their own regulations usually provide that the
Government will act as self-insurer; however, the Federal Acquisition
Regulation does permit the Government to purchase marine insurance, and
if misunderstandings arise as to the purchase of insurance by the
procuring agency, these can usually be resolved by referral to the
Office of Procurement (MS/0P/COMS).

Losses, Claims, and Proceeds

1. Project Assistance

Project assistance agreements normally require that any loss
payments be used to procure replacement commodities for the project.
The eligible source of these replacement commodities shall be Geographic
Code 935.

2. Nonproject Assistance

a. Shipments Insured with AID funds

AID requires that importers who receive insurance loss
payments under AID-financed insurance policies use the proceeds to
either procure eligible commodities or cover the cost of repairs to
equipment damaged during shipment, and that the borrower/grantee refund
to AID an equivalent amount if the proceeds are not so used within a
reasonable period of time. (See AID Regulation 1, Sections 201.26 and
201.47, Appendix A.) MS/OP/COMS relays to Missions, for follow-up
purposes, information furnished by insurers on payments of loss proceeds
in excess of $10,000. The eligible source for commodities procured from
these loss proceeds shall be the Geographic Code originally authorized.aﬁ

% Revised
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b. Shipments Insured with non-AID funds

AID does not exercise any formal controls over the use of loss
proceeds received by importers under non-project assistance when the
insurance was not financed by AID. However, if a Mission receives
information that such proceeds have been used in a manner inconsistent
with the purposes of the agreement, the matter should be referred to
AID/W for consideration of the feasibility and desirability of a
possible refund request under the standard refund provision in loan and
grant agreements, which as one basis for a refund refers to "...any
disbursement... not made or used in accordance with the terms of this
Agreement...".

3. Uninsured shipments

a. When losses occur to uninsured AID-financed shipments the
dollar amount of the loss may have to be sustained by the program to the
country concerned. However, some resourses are open to the importer or
cooperating country and to AID. The importer or cooperating country
retains certain rights against the carrier for a limited time under the
bill of Tading, and under such rights has a prescribed time within which
to make a claim against the carrier. If such a claim has been filed and
the carrier fails to make settlement, AID may, within its judgment,
present its own claim against the carrier for failure to meet its
responsibilities under the applicable Supplier’s Certificate form AID
282 or form AID 1450-4. (See Appendix D). *

b. If the replacement of uninsured goods from dollar sources is
necessary in connection with procurement, funds already in the program
may be used to the extent that such funds are, or can be made,
available. AID does not generally waive any counterpart requirement
laid on the government of the cooperating country because goods
programmed and ordered failed to arrive, since counterpart deposits by
the cooperating country are based on AID expenditures. Thus,
counterpart deposits, where called for in the loan or grant agreement,
would have to be met against both original and replacement expenditures.

Discrimination

1. Statutory Requirement

Section 604(d) of the Foreign Assistance Act requires that in the
event a participating country discriminates against any marine insurance
company authorized to do business in any state of the United States,
then all AID-financed commodities for that country must be insured in
the United States against marine risk with a company or companies
authorized to do a marine insurance business in any state of the United
States.

% Revised
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2. Administrative Requirement

AID will not finance marine insurance placed in an
otherwise-eligible source country which discriminates against U.S.
marine insurers when AID-financed cargo is involved.

3. Definition

"Discrimination" may be found to exist whenever a cooperating
country government takes actions which hinder importers involved in
AID-financed transactions in entering into a c.i.f. or c. & i. contract
with a U.S. commodity supplier or hinder such importers in instructing a
commodity supplier to place marine insurance with a company authorized
to do a marine insurance business in the United States. AID does not
find discrimination exists when a cooperating country in importing for
itself elects not to use AID dollars for marine insurance but instead
follows a policy of self-insurance or insures with non-AID funds. Also,
the decision of a cooperating country to insure all public sector
procurement locally with a government-owned insurance agency is not
considered discrimination.

4, Procedures

a. AID’s statutory checklists require that Missions assure that
the cooperating country does not discriminate against U.S. marine
insurers, where AID-financed shipments are involved, at the time an
assistance agreement is authorized. Specific complaints of
discrimination which are received by AID/W are referred to the Mission
for review.

b. Whether allegations of discrimination arise from the Mission’s
investigation, or from complaints, the procedure then followed is as
outlined below:

(1) If the Mission’s review discloses the existence of
cooperating country practices which may indicate discrimination, the
Mission notifies MS/OP/TRANS by forwarding all pertinent documents and
information. MS/OP/TRANS reviews the file to determine whether
discrimination exists.

(2) If discrimination is indicated, MS/OP/TRANS directs a X
letter to the cooperating country government, through the Mission,
requiring the government to furnish evidence of satisfactory action to
eliminate discrimination. The cooperating country is given a reasonable
length of time to effect the necessary changes in legislation or other
authority to remove the discrimination and is notified that unless the
discrimination is removed, all AID-financed shipments must be covered by
marine insurance and such insurance must be placed in the United States
with a company or companies authorized to do business in any state of
the United States.
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country has not removed the discriminatory measure, AID puts into effect

If after a reasonable length of time the cooperating

the marine insurance sanction as provided for in Section 201.11(e) of
AID Regulation 1, as amended, or in the appropriate section of the

relevant agreements and implementing documents, by amending all relevant

letters of commitment to (a) require that all commodities purchased by
the discriminating country with AID funds be insured in the United
States against marine risk with a company or companies authorized to do
a marine insurance business in any state of the United States, and (b)
preclude AID financing of marine insurance purchased in the
discriminating country.

Responsibilities

1. Geographic Bureaus are responsible for assuring that AID
requirements with respect to marine insurance are reflected in

assistance agreements.

2. Missions monitor cooperating country programs to assure compliance
with AID requirements and appropriate use of loss proceeds and to keep

informed on loss situations in order to advise AID/W when a refund claim

might be appropriate.

3. MS/OP/TRANS, in consultation with the Office of the General Counsel
and the Geographic Bureaus, acts on allegations of discrimination
against U.S. marine insurers.

4., MS/OP/TRANS handles general average settlements on AID-financed

commodities and, when appropriate, recommends payment by M/FM.

5. MS/OP/COMS receives reports from insurers of loss payments in

excess of $10,000, and refers these to Missions for appropriate followup.

General Average

1. Definition

General average, an age-old form of marine insurance, is based on
common equity and is a liability of all persons who have goods or

property at risk in a marine venture.
saved to property sacrificed.

It is a contribution by property
Where a whole marine venture is, without
fault, in danger, and part of the venture is deliberately sacrificed for

the salvation of the whole, the owner of the sacrificed portion is

entitled to contribution from the owners of the surviving portions of
The interests in the common venture which contribute in
general average are primarily ship, cargo, and freight.

the venture.
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2. Liability

Liability for general average assessment is a standard clause
incorporated in all marine cargo insurance policies and is not an issue
with regard to most AID-financed shipments. If the shipment is insured,
the insurer is liable for all general average assessments, and if the
shipment is uninsured, the importer, as consignee, is responsible for
all general average assessments.

3. Use of AID funds

On uninsured shipments, AID may, at the request of the cooperating
government, use program funds to the extent they are or can be made
available, for payment of general average expenses provided AID has
financed the ocean freight on the cargo at the time of the general
average incident.

4, Property Owned by AID

a. When property consigned directly to a Mission is involved in a
general average claim, AID will immediately request the general average
adjustor to release the cargo to the consignee under the bill of Tading.

b. AID will then respond to the general average adjustor by
letter advising that the cargo is U.S. Government property, the total
value of the shipment and that AID will respond to a legal and just
claim.

c. The General Services Administration (GSA) will handle general
average claims for commodities procured and shipped by GSA for AID
whenever an agency of the U.S. Government is the consignee.

d. The U.S. Department of Agriculture is responsible for handling
general average involving Title II commodities shipped under the AID
programs.
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CHAPTER 9
REQUIREMENTS FOR MARKING AID-FINANCED
COMMODITIES

Introduction

1. Section 641 of the Foreign Assistance Act requires that programs
carried out under the Act be identified overseas as "American Aid." It
is AID policy that shipments financed with AID funds, whether shipped
from the United States or from any other source country, be marked to
identify them as being provided under a U.S. Foreign Assistance
program. This chapter covers specific marking requirements.

2. AID’s marking requirements, described in Chapter 22 of Handbook 1,
Supplement B, Procurement Policies, call for suitable AID identification
of AID-financed commodities, construction sites and other AID project
locations. The marking requirements for AID project assistance are
implemented in Handbook 11 - Country Contracting, and Handbook 14 -
Procurement Requlations. AID’s marking requirements for nonproject

assistance are set forth in AID Regulation 1, Section 201. 31(d). AID
project agreements shall inform the Borrower/Grantee (B/G) of AID
marking requirements by incorporating the appropriate language from the
model project agreements in Handbook 3 - Project Assistance. Nonproject
assistance agreements shall include marking requirements by referencing
AID Regulation 1. Marking requirements for P.L. 480, Title II
commodities are described in Handbook 9 - Food for Peace, and Regulation
11, 22 CFR Part 211. The marking requirements for Section 416 shipments
are included in Regulation 10, 22 CFR Part 210.

Marking Requirements

1. Commodity Marking Reguirements

When the importer is the government of the cooperating country or
any of its subdivisions or instrumentalities, the supplier shall be
responsible for assuring that all commodities carry the AID emblem. The
emblems must conform in design, and proportion to the illustration that
is set forth in Appendix 9A, "The AID Emblem." The size of the emblem
may vary depending upon the size of the item or unit but must be large
enough to be clearly visible at a reasonable distance. Emblems are to
be affixed by metal plate, decalcomania, stencil, label, tag, or other
means depending upon the type of commodity and nature of the surface to
be marked, but they must be as durable and at least as large as the
trademark or company brand name affixed by the producer.
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2. Container Marking Requirements

a. The supplier of commodities shall be responsible for assuring
that all export packaging carries the AID emblem Targe enough to be
clearly visible at a reasonable distance. 1In addition, the AID
financing document number shall be marked on each export shipping carton
and box in characters at least equal in height to the shipper’s marks.
Emblems must be affixed in a manner which assures that the emblem will
remain legible until the commodity reaches the consignee. See Appendix
9A for more detailed information.

b. When commodities such as cement, grain, and fertilizer are
shipped in bags, the emblem and identification number shall be printed
on the bags whenever practicable. If printing is not practicable, the
emblem and identification number may be put on durable tags and affixed
securely at the center of the top seam of the bags.

c. When commodities are shipped as containerized freight in a
reusable container, the container is not considered export packaging
and, the outside of the container does not have to be marked. However,
the cartons, boxes, etc., inside the container must be marked.

3. Contract Requirements

When purchase contracts state the specific kind of markings
required (e.g., markings on bags must be printed), those requirements
must be adhered to or the contract must be amended.

Responsibilities

1. USAID is responsible for:

a. Assuring that the appropriate AID marking requirements are
contained in USAID-issued authorizations and agreements.

b. Fully informing the B/G of AID marking requirements and the
B/G’s responsibilities thereunder.

c. Monitoring performance, reporting violations, initiating
corrective action and recommending exceptions.

2. The Borrower/Grantee is responsible for:

a. Preparing and issuing instructions to purchasers regarding AID
marking requirements.
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b. Developing procedures to assure that purchasers transmit
appropriate instructions to suppliers.

c. Monitoring compliance and instituting corrective action as
necessary.

3. The purchaser is responsible for:

a. Complying with the B/G’s instructions.

b. Incorporating AID marking requirements into implementing
documents, such as invitations for bids, requests for proposals or
quotations, purchase orders, contracts, and Letters of Credit.

4. The_supplier is responsible for:

Complying with AID marking instructions provided by the purchaser.

Exceptions

1. To the extent that compliance with the AID marking requirements is
impractical, marking is not required for raw material shipped in bulk
(including grain, coal, petroleum oil, and Tubricants), vegetable fibers
packaged in bales, semi-finished products which are not packaged in any
way, items too small or otherwise unsuited for individual marking, live
animals and plants and spare parts (see Appendix 9B).

2. Commodities which are used in AID-financed projects but which are
not financed by AID, such as PVO donated supplies for which AID finances
only the transportation costs, are not required to be marked. AID does
not require marking of locally procured commodities which are not
imported specifically for the project.

Waivers

1. If compliance with the marking requirements is considered
impractical with respect to commodities not excepted in paragraph 9D,
the Assistant Administrator with program responsibility or designee may,
after consultation with the Office of Procurement (FA/OP/CC), grant a
waiver. A copy of the waiver shall be retained in the Bureau’s file and
copies sent to FA/OP/CC and the USAID. %

% {rVISED
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2. USAID Directors may waive the marking requirements on a finding
that appearance of emblems on commodities would produce adverse
reactions in the recipient country. On the same basis, USAID Directors
may authorize the removal of emblems already affixed to commodities
should conditions justifying such actions develop after receipt of
commodities.

9F. Noncompliance with Marking Requirements

During the process of monitoring the arrival of commodity shipments and .
the performance of end-use checks, the USAID should assure that the
marking requirements are being met by suppliers. In those instances
where the marking requirements have not been complied with, the USAID
should initiate corrective action. Such action may be as simple as
informing the B/G of the instances of noncompliance and requesting that
it carry out its responsibilities as set forth above. Major or repeated
o non compliance with marking requirements by a supplier shall be referred
to FA/OP/CC, with details, for consideration of appropriate remedial
actions.

9G. Source of Emblem Supply

Emblems are to be obtained by the suppliers or shippers. The cost of .
marking shall normally be included in the bid or offer price of the

supplier. Assistance in locating emblem suppliers and information on

marking of commodities and containers is available from FA/OP/CC, %

USAID’s or American Embassies/Consulates. A list of U.S. suppliers of

AID emblems is included in Appendix 9B. The list also contains names of

U.S suppliers of bags which can be imprinted to order with the emblem.

* REVISED
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b. Developing procedures to assure that purchasers transmit
appropriate instructions to suppliers.

c. Monitoring compliance and instituting corrective action as
necessary.

3. The purchaser _is responsibie for:

a. Complying with the B/G’s instructions.

b. Incorporating AID marking requirements into implementing
documents, such as invitations for bids, requests for proposals or
quotations, purchase orders, contracts, and Letters of Credit.

4. The supplier _is responsible for:

Complying with AID marking instructions provided by the purchaser.

Exceptions

1. To the extent that compliance with the AID marking requirements is
impractical, marking is not required for raw material shipped in bulk
(including grain, coal, petroleum oil, and lubricants), vegetable fibers
packaged in bales, semi-finished products which are not packaged in any
way, items too small or otherwise unsuited for individual marking, live
animals and plants and spare parts (see Appendix 9B).

2. Commodities which are used in AID-financed projects but which are
not financed by AID, such as PVO donated supplies for which AID finances
only the transportation costs, are not required to be marked. AID does
not require marking of locally procured commodities which are not
imported specifically for the project.

Waijvers

1. If compliance with the marking requirements is considered
impractical with respect to commodities not excepted in paragraph 9D,
the Assistant Administrator with program responsibility or designee may,
after consultation with the O0ffice of Procurement (FA/OP/CC), grant a
waiver. A copy of the waiver shall be retained in the Bureau’s file and
copies sent to FA/OP/CC and the USAID. *
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2. USAID Directors may waive the marking requirements on a finding

that appearance of emblems on commodities would produce adverse

reactions in the recipient country.
may authorize the removal of emblems already affixed to commodities
should conditions justifying such actions develop after receipt of

commoditi

es.

9F. Noncompliance with Marking Requirements

During the process of monitoring the arrival of commodity shipments and
the performance of end-use checks, the USAID should assure that the
marking requirements are being met by suppliers.
where the marking requirements have not been complied with, the USAID
should initiate corrective action.
informing the B/G of the instances of noncompliance and requesting that
it carry out its responsibilities as set forth above.

% non compliance with marking requirements by a supplier shall be referred
to FA/OP/CC, with details, for consideration of appropriate remedial

actions.

9G. Source of Emblem Supply

Emblems are to be obtained by the suppliers or shippers.
marking shall normally be included in the bid or offer price of the
Assistance in locating emblem suppliers and information on
marking of commodities and containers is available from FA/OP/CC,
USAID’s or American Embassies/Consulates.
AID emblems is included in Appendix 9B.
U.S suppliers of bags which can be imprinted to order with the emblem.

supplier.

On the same basis, USAID Directors

In those instances
Such action may be as simple as

Major or repeated

The cost of

A list of U.S. suppliers of
The 1ist also contains names of
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APPENDIX 9B
EXAMPLES OF MARKING APPLICATION REQUIREMENTS
FOR COMMODITIES

The following examples specify how emblems and identification numbers are to
be applied to certain categories of commodities to assure compliance with AID
marking requirements. The requirements set forth for the commodities
described below are to be used as illustrative examples for making similar
kinds of commodities. The emblem is to conform in design, color and
proportion to the descriptions and illustrations given.

These requirements represent the minimum AID marking requirements. Additional
requirements for particular shipments may be prescribed in procurement
documents.

l. Machinery: Manufacturing, Mining, Road-Building, Agqricultural, Etc.

a. Each machine must have an emblem riveted, welded, or otherwise
securely affixed in an appropriate location where it will readily be
seen when the unit is assembled for operation. The emblems shall be at
least equal in size and durability to the producer’s trademark or
company brand name. The emblem must withstand usage, exposure to
extremes of weather, cleaning compounds, and other conditions to which
the equipment is subject.

b. Mobile machinery must display two emblems, one on each side.

2. Vehicles, Vessels, Aircraft

a. Heavy Trucks, Locomotives, Watercraft, Dredges, Drydocks, Etc.

(1) Each item must display on each side an emblem that is of
sufficient size (generally a minimum width of 20cm) to be readily
visible at a reasonable distance. These emblems must be in the form of
metal plates unless hazards or technical problems rule out metal plates,
in which case the emblems may be painted using permanent outdoor or
marine paints.

(2) The emblems are to be place on the hood or cab of trucks, and
in appropriate locations on the other items.

% REVISED
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b. Light Trucks, Station Wagons, Four Wheel Drive Vehicles, Etc.

* A durable emblem, 15cm or more in width, is to be affixed to each
side of the hood or cab of each light truck, station wagon, and similar
vehicles. These emblems may be in the form of outdoor quality
decalcomanias, foil, or metal plates, or may be painted on using outdoor
paints.

C. Passenger Cars

A durable emblem, 10cm or more in width, is to be affixed to the
inside of the windshield of each passenger car. ‘

d. Bicycles, Motorcycles, Mopeds, Etc.

One durable outdoor quality emblem, approximately 2.5cm in width is
to be affixed in an appropriate location on the frame of each bicycle,
motorcycle, etc.

e. Aircraft
A durable emblem (decalcomania, foil, or metal), 15cm or more in
width, is to be applied on the inner side of the door, or other
conspicuous area within the aircraft. ‘

Professional, Scientific, Office and lLaboratory, Etc.

a. Typewriters, Refrigerators, Cabinets, Radios, Spray Outfits, Air
Conditioners, Testing and Measuring Devices, Etc.

In general, each item must carry a durable emblem (decalcomania,
pressure-sensitive foil, etc.) in a suitable location.

Books and Other Printed Matter: library and Reference Books, Textbooks,
Operating Guides, Maintenance Manuals, Etc.

a. Each book which has a hard cover must be marked with an emblem
approximately 5cm wide. It must be durably applied to the inside of the
front cover.

b. Paper backed publications must be marked with a durable emblem
approximately 5cm wide, which may be applied to the outside of the front

cover.
*
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Items Too Small, or Otherwise Unsuited, for Individual Marking

a. Surqgeon’s Scalpel, Anatomical and Other Teaching Models, Globes,
Test Tubes, Retorts, Etc.

Emblems are not to be applied directly to such items. Instead, a
durable paper emblem is to be applied-to the carton in which the items
customarily are packaged.

b. Light Bulbs, Spark Plugs, Packet of Needles, Bobbins, Tool Bits,
Etc.

An emblem shall be applied to each shelf or service container
holding a quantity of items that is standard for the trade. The actual
quantity of a given item will vary with customary packaging practices
for the respective commodity (100 spark plugs, 1 gross pencils, etc.).

Replacement and Spare Parts

a. HWhen shipped in crates, cartons, or other type of shipping
containers or shipping unit, no marking is required on the parts
themselves. Instead, each shipping container or unit is to be marked as
described in Chapter 9B 2.
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List of U.S. Suppliers of Official AID Emblems
And Emblem Imprinted Bags

The following firms have indicated that they stock the AID (clasped hands)
emblem in one form or another or will produce it to order. The inclusion of
these names on this 1ist should in no way be interpreted as AID endorsement of
the firms or their products. The list is not to be regarded as restrictive in
any way since obviously similar items can be produced by additional firms
which are not known to this agency. The names of such firms will, upon
request, be added to subsequent lists. Commodity suppliers are responsible
for obtaining and using emblems as visible and durable as the trade mark or
company brand name affixed by the producer of the commodity.

Allied Decals, Inc. Emblems, to order.
P.0. Box 498

Twinsburg, OH 44087

(216) 425-8881

Attn: Terri Privett

Apatche-Totem Badge & Emblem, Ltd. Woven patches, to order.
111 West 40th Street

New York, NY 10018

Attn: Sam Specter

(212) 398-0200

Bemis Company, Inc. Bags: Paper, to order.
8000 Centerview Parkway
Suite 101

Memphis, TN 38018
Attn: Jim Eaton
(901) 753-1622

Chase Packaging Bags: Textile and Paper.
1300 Marshall Ave.

Newport News, VA 23607

(203) 637-5181

Dowling Bag Co. Bags: Textile and multiwall,
P.0. Box 1768 to order.

Valdosta, GA 31601

Attn: Bill Cook

(912) 244-0133
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Ever Ready Label Corporation
357 Cortlandt Street
Belleville, NJ 07109

Attn: Harry Stillman

(201) 759-5500

Miller Dial

4400 North Temple City Blvd.
E1 Monte, CA 91731

Attn: Celeste Justice

(818) 444-4555

Montgomery Business Forms
221 Hampton Hall Lane
Conroe, TX 77302

Attn: James 0’Sullivan
(409) 321-4311

Patricia Packing, Inc.
P.0. Box 1768

Valdosta, Georgia 31601
Attn: Twyla Selph

(912) 244-0133

Printed Systems

P.0. Box 367

1655 Bergstrom Rd.
Neenah, WI 54957-0367
Attn: Amy Bravick
(215) 696-7020 or
1-800-352-2332

Sacramento Bag Manufacturing Co.

6th & Q Sts.

P.0. Box 1563

Sacramento, CA 95812-1563
Attn: Pamela Rosenburg or
Alex Fahn

(916) 441-6121

Seton Name Plate Corp.
20 Thompson Rd.
Branford, CT 06405
Attn: Arlene Girola
(203) 772-2520

Labels, in stock and on
custom-made basis.

Metal and foil emblems, to order.

Pressure sensitive l1abels on rolls
1,000 to 5,000 plus.

Bags: Textile and multiwall, to
order.

Labels and tags, to order.

Bags: Burlap, cotton, and
polypropylene, to order.

Nameplates, to order.
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Unz -& Company, Inc.
190 Baldwin Ave.
Jersey City, NJ .07306
Attn: -Susan Cox

(201) 795-5400

Walker Bag Co.

P.0. Box 1088

120 North 10th St.
Louisville, KY 40201
Attn: S. Craig Walker
(502) 583-0285

Werthan . Industries, Inc.
‘Box 1310

Nashville, TN ‘37202
Attn: .Betty Herndon
(615) 259-9331

J.M. Wright, Inc.
91 High St.
Winnetka, IL .60093
Attn: Doris-Wolfe
(312) 346-3412 or
(708) 446-6111

York Tape and Label Corp.
1953 Stanton St.

York, PA 17405

Attn: Delores Petry
(717) 846-4840

Stocks emblems in wide range of
:sizes -and” forms: Tlabels, decals,
plastic shipping tags, pressure
sensitive labels.

~Bags: .Burlap, cotton, paper and
“polypropylene, to order.

. Bags, ‘to order.

Stocks emblems in wide range of
sizes and forms: gummed and
pressure-sensitive paper labels,
pressure-sensitive vinyl decals,
cand aluminum plates.

‘Printed pressure-sensitive tapes,
‘labels, and metallized
nameplates to order.
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CHAPTER 10

COMMODITY ARRIVAL AND DISPOSITION

10A. General

Effective utilization of AID assistance requires that commodities
financed by AID reach the end user on a timely basis in a usable
condition and be used for the purpose intended within a prescribed time
period, usually 1 year. This chapter outlines AID policies and
procedures to ensure that commodities financed are properly accounted
for, expeditiously moved to their destination, and appropriately used.

10B. Policies
1. Utilization

a. AID project and nonproject assistance agreements specify that
the Borrower/Grantee (B/G) must ensure that the commodities financed
under such agreements be effectively used for the purpose for which the
assistance was made available. Nonproject assistance agreements also
prohibit the re-export of AID-financed commodities without prior
approval by AID.

b. Effective use of commodities under project agreements means
delivery and use in accordance with project implementation plans.

¢. Effective use under nonproject assistance is defined as
including:

(1) Prompt processing of commodity imports thrdugh customs
and removal from customs and bonded warehouses by the importer within 90
calendar days, unless the importer is hindered by force majeure; and

(2) Consumption or use by the importer or sale or transfer by
the importer for consumption or use within one year from the date the
commodities are removed from customs, unless a longer period can be
justified to AID by reason of force majeure, special market situations,
or other circumstances.

d. Prohibitions on use of AID-financed commodities in ways which
promote or assist foreign aid projects or activities of Communist-bloc
countries are covered in Handbook 1, Supp. B, Chapter 9, "Commingling."

2. Maintenance of Records

a. Under both project and nonproject assistance, the B/G is
required to maintain, for a period of at least three years, a system of
records documenting the arrival and disposition of commodities financed
by AID. The system must:
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(1) Identify the parties to the transaction and provide other
data necessary for end-use investigations;

(2) Provide evidence to show whether commodities are received
in the quantity and condition for which payment was made; and

(3) Provide a record of adjustments resulting from importers'
claims for loss, shortages, or damage to commodities.

b. AID policy requires that all project and nonproject assistance
loan and grant agreements financed in whole or in part by AID contain
appropriate provisions requiring the maintenance and retention of
records and provide for audit rights for AID or its authorized
representatives.

Determination of Adequacy of B/G System

1. Project Assistance

In negotiating project assistance agreements, AID requires that
project implementation plans include procedures assuring that
commodities are received and used in a timely manner. The USAID is
responsible for the review of project progress reports to verify that
commodities financed by AID are being effectively used in the
project--or if not, are transferred to other projects or otherwise
disposed of as approved by the USAID.

2. Nonproject Assistance

a. Responsibilities

In discharging its responsibilities concerning audit and
inspection under Section 201.41 of AID Regulation 1, the B/G may rely
upon its overall system applied to all imports in the form of controls
or surveillance over import licenses, foreign exchange use and customs
release, or it may establish a system specifically for the purpose of
discharging its responsibilities for AID-financed commodities. In
either case, the system must be one which:

(1) Provides evidence to determine whether commodities are
received in the quantity and condition for which payment was made.

: (2) Assures that AID-financed commodities clear customs
promptly.

(3) Permits determination of the amount, nature, and value of
AID-financed commodities not cleared from customs and the reasons for
their failure to clear.
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(4) Indicates adjustments resulting from importers' claims
for loss, shortages, or damage to AID-financed commodities.

(5) Assures availability of data for end-use verification,
including information needed to monitor AID's re-exporting prohibition.
(See Section 201.42 of AID Regulation 1.)

b. Certification

The USAID Controller shall be responsible for certifying that
the B/G's system is adequate to achieve the foregoing objectives.

c. USAID Evaluation of B/G System

The following factors should be considered by the USAID in
determining whether the B/G system accomplishes the objectives set forth
above:

(1) Import Procedures--Do they enable early identification of
the types of commodities most Tikely to be financed by AID?

(2) Financial Procedures--Do the financial procedures
followed by the national and commercial banks for the sale of foreign
exchange furnished by AID assure that the private sector commodities
cannot be released from customs until the importers have deposited the
full local currency equivalent of the AID dollar purchase, a promissory
note, or an appropriate guarantee? (The relevance of such procedures is
that, in countries having a relatively stable currency, the deposit of
the local currency equivalent of the AID dollar purchase provides a high
probability of customs release since the importer has taken title to and
is degendent on the sale of ordered goods to recover his/her investment
cost.

(3) Port Operations--Do they provide adequate safeguards for
the physical handling, storage, and security of imports? Is a
reasonable storage fee escalation applied to imports following the free
storage period to encourage private sector importers to withdraw their
commodities quickly from the port of entry?

(4) Customs Procedures--Is a realistic percentage of private
sector imports physically inspected? Is there provision for the
confiscation and sale of unclaimed goods at public auction? Do the
above procedures and the procedures for collection of import duties and
port storage fees ensure that goods are released to the importer in a
realistic time period?

TRANS. MEMO NO, EFFECTIVE DATE PAGE NO,
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(5) Insurance Laws or Regulations--Do B/G laws or regulations
provide reasonable assurance that dollars received by importers as a
result of marine insurance or carrier settlements do not merely result
in foreign exchange windfalls (where AID-financed commodities are
involved) but are instead (a) used for purposes consistent with the
original authority to import, or (b) converted to local currency through
official channels?

(6) Recordkeeping--Are commodity tally records maintained at
the port or elsewhere which reflect short shipments, landings, and
releases and are such records available for USAID review and analysis?

d. Possible Need for a USAID-Operated System

When the USAID determines that the B/G's system provides
reasonable assurance that the requirements stated above will be met, the
USAID monitors that system as provided below. If the B/G's system does
not provide such assurance, the USAID Controller, shall establish and
maintain its own system to meet these requirements until such time as
the B/G's system becomes adequate. Controller procedures for commodity
arrival accounting are detailed in Handbook 19, Chapter 10K. Appendix
12A is an illustrative example of a commodity arrival control and
end-use check system which may be tailored to meet the specific needs of
a USAID. The AID/W Office of Financial Management, Office of
Procurement and the Commodity/Contracting officers in Regional Offices,
when available, are prepared to provide additional assistance to
Missions having to establish their own systems for monitoring commodi ty
arrival and dispositions. '

10D. USAID Monitoring Responsibilities

1. Monitoring Procedures

a. USAID is responsible for monitoring the B/G's system in a
manner appropriate to local conditions.

b. With respect to project assistance, this usually means the
review of project progress reports to ascertain that commodities
financed by AID are being effectively used in the project or, if not,
are transferred to other projects or otherwise disposed of as approved
by the USAID.

c. With respect to nonproject assistance, or to country programs
which include numerous projects and programs, some or all of the B/G
reports listed below may be required. Assignment of specific monitoring
responsibility within the USAID is determined by the USAID Director.
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2. Requirement for B/G Reports

a. Utilization Reports

The USAID may require the submission by the B/G of a periodic
report which identifies (1) the utilization (sale) of AID-financed
dollar exchange, (2) the local currency dollar equivalents collected,
(3) the dollar value of goods shipped, (4) the value of goods released
to importers (as developed by customs), and (5) the value of insurance
proceeds recovered for reuse.

b. Bank Reports

The USAID may require the submission by the B/G of periodic
reports from banks to (1) identify letters of credit under which
importers have failed to make payment and (2) obtain release of
documents within 90 days (or other specified time) of the issuing bank's
receipt of payment documents from the U.S. bank.

c. Warehouse Reports

The USAID may require periodic reports on commodities held in
customs or bank warehouses.

3. Port Checks

The B/G is responsible for the safe and expeditious movement of
AID-financed goods through ports. However, experience has shown that
frequent physical checks of port customs' warehouses by USAID personnel
is good practice and often necessary to locate cargo which goes astray.
The frequency of port checks varies with the size and complexity of
programs. In the event that personnel limitations and other factors
prevent adequate port checks, the following alternatives should be
considered:

a. When appropriate, the USAID joins with other elements of the
U.S. Government Country Team to designate an employee who would make
monthly checks of ports and other entry points on behalf of all U.S.
Government activities, or

b. USAID enters into a contract with a local freight forwarder or
broker, or other qualified individual to conduct physical port checks on
a regular basis.

4. End-Use Checks

The USAID may conduct or arrange for a sampling or percentage
review of arrivals/releases based on. commodity, value, supplier,
purchaser, port, etc., with selective follow-up to the point of

TRANS. MEMO NO, EFFECTIVE DATE PAGE NO.




PAGE NO. EFFECTIVE DATE TARANS. MEMO NO.
10-6 March 17, 1987 15:86 AID HANDBOOK 15
10D4

10E.

10F.

consumption or sale to evaluate continued effectiveness of the B/G's
import system. In some situations, it may be necessary to conduct
end-use checks of all imports of a particular commodity or by a specific
purchaser or end user.

Description of Procedures

Each USAID is responsible for maintaining a current description,
approved by the USAID Controller, of the B/G's commodity arrival and
disposition system(s), the USAID's evaluation of the system(s), and the
monitoring procedures established by the USAID which may be reviewed by
AID/W if desired.

Corrective Action

While the preferred course of action is obviously to work with the B/G
to pravent situations that involve improper use of AID-financed
commodities, assistance agreements give AID the right to request refunds
if effective use of commodities has not been accomplished. The USAID
Controller, in coordination with AID/W, issues such refund claims in
appropriate circumstances.
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APPENDIX 10A
ILLUSTRATIVE EXAMPLE OF COMMODITY ARRIVAL CONTROL
—__PAND END-USE REVIEW SYSTEM
A. This Appendix provides an illustrative example of a Commodity Arrival

Control and End-Use Review system that the Mission may establish and maintain

when it has been determined that the B/G cannot reasonably assure the
requirements, as stated in 10C of this chapter, are heing met.
guidelines may be adjusted to adapt to the specific requirements of each

Mission.

B. The Appendix consists of a sample:

The sample

1. Mission Order detailing the purpose, scope and responsibilities for

a Commodity Arrival Control and End-Use Review system;

2. Commodity Arrival Control Procedures outlining the procedure

involved in conducting Commodity Arrival Control; and

3. End-Use Review Procedures describing the procedure for performing

end-use checks.

(CONTINUED ON PAGE 10A-3)
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(ILLUSTRATIVE EXAMPLE)
MISSION ORDER

SUBJECT: Commodity Arrival Control and End-Use Monitoring

I.

II.

ITI.

Purpose

To establish specific responsibilities and USAID procedures for
commodity arrival control and end-use monitoring of AID-financed
commodities.

Application

The effective utilization of AID assistance requires that commodities
financed by AID reach the ultimate user on a timely basis and in a
usable condition. This Mission Order outlines policies and procedures
aimed at ensuring that AID-financed commodities are properly accounted
for and expeditiously delivered.

Policy
A. Utilization

AID project and nonproject agreements specify that the
borrower/grantee shall ensure that the commodities financed under such
agreements shall be effectively used for the purpose for which the
assistance was made available. AID project agreements require that
goods financed by AID be devoted to the project until its completion,

-and thereafter be used so as to further the objectives sought in

carrying out the project. Effective use of commodities under project
agreements means delivery and use in accordance with project
implementation plans.

Effective use under nonproject assistance is defined as being:
1. Prompt processing of commodity imports through customs and

removal from customs by the importer within 90 calendar days of arrival,
unless the importer is hindered by force majeure; and

2. Consumption or use by the importer or sale or transfer by the
importer for consumption or use within one year from the date the
commodities are released from customs at the port of entry, unless a
longer period can be justified to the satisfaction of AID by reason of
force majeure, special market situations or other circumstances.
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Both types of agreements prohibit the re-export of AID-financed
commodities without the prior approval of AID, and prohibit the use of
AID-financed commodities to promote or assist activities associated with
or financed by Communist countries and for certain other prohibited
activities. Finally, project agreements provide that insurance proceeds
for AID-financed commodities that are lost or damaged be utilized in
support of the projects for which they were purchased while nonproject
agreements require that such proceeds be used to import eligible items
if the insurance was financed by AID.

B. Maintenance of Records

AID Regulation 1, Section 201.41 requires that the borrower/grantee
maintain, for a period of three years following the date of payment or
reimbursement by AID, records adequate to document the arrival and
disposition in the cooperating country of all commodities financed by
AID which will identify the importer (or first purchaser or transferee
if the commodity is imported by the borrower/grantee). Project
agreements contain language similarly defining the borrower/grantee's
responsibilities for the maintenance of records.

If the "Host Country" government has not developed adequate commodity
records, the Controller and the office designated with commodity control
responsibility will maintain commodity arrival control records as
outlined in "Commodity Arrival Control Procedures" (Attachment A} for
all AID-financed commodities entering the host country. These records
will be in sufficient detail to show data pertaining to shipment,
arrival, release from customs, and receipt by the importer. The
recording of the flow of commodities will include dates, quantity, and
dollar value of each transaction.

USAID offices and Project Officers shall forward to the Mission
Controller all pertinent correspondence related to the procurement and
shipment of commodities, for example, copies of Letter of Commitment
(L/COMs), PI0/Cs, contracts or purchase orders under which the
commodities are ordered, bills of lading, marine insurance policies,
packing lists, export invoices, letter of credit, certificates of
origin, and import licenses. After entry of appropriate data for
arrival accounting by the USAID Controller, these documents will be
forwar?ed to the office responsible for conducting commodity arrival
control.

C. Monitoring Responsibilities

1. Commodity Arrival Control

The performance of commodity arrival control should be
delegated to the Commodity Management Office. In Missions where there
is no Commodity Management Office, the Mission Director should designate
a responsible office to monitor and perform commodity arrival checks for
all AID-financed commodities, project and nonproject, entering the
country.
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2. End Use Reviews

a. Project Commodities

Project Officers have the ultimate responsibility for
ensuring that project commodities financed by AID are being effectively
utilized in the project and project objectives are being met. Project
Officers with the assistance of other USAID offices, and host country
counterparts will continually monitor their projects and give periodic
end-use reports to the Mission Director and Mission staff concerned as
outlined in "End-Use Review Procedures" (Attachment B). Recommendations
on corrective action that must be initiated should at once by brought to

the attention of appropriate officials, USAID or host country, to assure
appropriate action is taken.

b. Nonproject Commodities

End use reviews for nonproject assistance should be the
responsibility of the Commodity Management Office. In Missions where
there is no Commodity Management Office, the delegation of this
responsibility is at the discretion of the Mission Director. End use
checks should be conducted as described in "End-Use Review Procedures"
(Attachment B) to determine whether the Borrower/Grantee or importer is
in compliance with AID Regulation 1 requirements.

D. Reports

Reports will be prepared and submitted as required by AID
regulations and outlined in the "Commodity Arrival Control Procedures”
(Attachment A) and "End-Use Review Procedures" (Attachment B).
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Appendix 10A
Attachment A

COMMODITY ARRIVAL CONTROL PROCEDURES

MISSION CONTROLLER RESPONSIBILITIES

1. A general review is made of agreement terms and conditions, and
pertinent information is recorded in appropriate ledgers and files.

2. Implementation Letters and attached documents (received from
Project Officers) are reviewed to determine that Conditions Precedent
(CPs) have been met and whether there are specific instructions
regarding commodity procurement, arrival, control and utilization.

3. Financing Requests (FRs), Letters of Commitment (L/COMs), and
Letters of Credit (L/Cs) received are reviewed and certified as to
loan/grant fund availability and appropriately recorded.

4, In-transit payment, arrival and customs release data received with
respect to nonproject assistance will be recorded in the Arrival
Accounting Ledger and subsidiary records.

5, Periodic listings will be provided to the office responsible for
commodity arrival control of all shipments which have not arrived in
port within a reasonable time and of all arrived commodities which have
not cleared customs.

COMMODITY ARRIVAL CONTROL RESPONSIBILITIES

Note: Commodity arrival control responsibilities are normally assigned
to the Commodity Management Office. In Missions where there is no
Commodity Management Office, the delegation of this responsibility is at
the discretion of the Mission Director.

Missions in landlocked countries may establish Tiaisons with USAID
offices in the arrival port country to assist in performing commodity
arrival control. If there is no Mission in the country/port of entry,
and regional representative is unable to assist, the commodity control
function may be contracted to a designated freight forwarder or other
qualified individual.
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1. The office designated with commodity arrival control responsibility
initiates and records pertinent available data on the Outgoing Status
Report (Form A attached) from shipping documents (i.e., bills of Tading, ,
packing list, invoices, etc., received from suppliers).

2. Two copies along with all pertinent shipping information are then
forwarded to the designated officer/contractor performing commodity
arrival control for each shipment involved. This form is then completed
based on data obtained from Customs, importers (when Customs data
unavailable), port captain and shipping agents.

3. After completion of this form by the designated officer or '
contractor, one copy is returned to the office designated with commodity

control responsibility along with Surveyor’s Reports, if applicable, and

one copy to the Controller’s office for posting the completed data in

the Arrival Accounting Ledger.

4. Designated officer/contractor performing commodity arrival control
also will periodically (minimum every 90 days) canvass port areas
including all warehouses, storage areas and other facilities for
distressed AID cargo and complete the Distressed Cargo and Commodity
Aging Report (Form B attached) which is then forwarded to the office
o responsible for commodity arrival control. Commodities can be
identified by AID emblem, L/COM or L/C Nos., importer, shipper or any
other evidence of AID financing. .y .

5. Upon receiving reports on port canvassing conducted by the
designated officer/contractor on distressed cargo, the office
responsible for monitoring commodity control will notify Host Country
importers to clear items from the port. For project commodities, the
responsible office will inform Project Officers who in turn will notify
the appropriate host country project individuals to clear the project
commodities.

6. If any AID funded commodity ends up in the abandoned cargo

warehouse of the port area, a letter with all pertinent information on

the commodity should be sent to the management of the abandoned cargo

warehouse requesting that the item not be sold. Appropriate action is

then taken to ensure that the item is retrieved and expeditiously '
cleared from the port.

% REVISED -
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FORM A
COMMODITY ARRIVAL
OUTGOING STATUS REPORT
Date Forwarded: Control No.
Importer: L/COM; Project No.
Commodity: L/C; PIO/C No.
Supplier: Terms:
Vessel Name: Bi11 of Lading No.
Ship Arrival Date Voyage No.
QUANTITY uM Gross Wt Net Wt Value($) Date

) S e o S W W A . T = — v — D D b L U el B e D S D o D e S N S A S N S D A G S S e e e

RELEASED
CUSTOMS:

RECEIVED BY
IMPORTER

SHORT
SHIPMENT:
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FORM B
DISTRESSED CARGO & COMMODITY AGING REPORT
Date

Conducted:

Date L/COM,
Item Vessel Arrived Importer/ L/C, or
Case
No. Name Storage Commodity Project P10/C

Markings
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Appendix 10A
ATTACHMENT B

END-USE REVIEW PROCEDURES

To keep the Mission Director and appropriate USAID offices informed of usage
of AID-funded equipment and commodities and to assure proper utilization and
adherence to AID regulations and project agreements, it is essential that
end-use reviews be made.

Guidelines/procedures for assisting in the conducting of end-use reviews are
outTined below.

I. General Preparation

1. Review Loan/Grant Agreement, Implementation Letters, and prior
end-use and audit reports (if any) for general background information
(e.g., overall objective of loan/grant), and to determine whether there
are restrictions/conditions regarding usage of the commodities, and
whether there are problem areas requiring follow-up.

2. Review and compare applicable L/COMs, L/Cs, files and accounting
ledgers to determine Host Country Government responsibilities, dollar
value, shipping and billing instructions, completeness of shipping
documents, accuracy of ledger, and commodity arrivals to date.

3. Determine the scope of the end-use review based on 1 and 2 above
and II. 1 below. Extract arrival data as necessary for verification
from the importer or project organization.

IT. Field Work

1. Make initial contact and visit(s) to the Importer/Project
organization involved; provide USAID introduction letter if necessary,
and explain purpose of review. Determine key persons to contact for
information, and Tocation of records and commodities. Request copies of
commodity and distribution summaries as necessary.

2. Verify information developed from 1 above on a test basis with the
importer’s/project organization’s property and accounting records;
actual commodities on hand (i.e., physical observation/verification)
and, if applicable, commodities either consumed in processing or
re-sold. Sales records or production records and work orders should
especially be examined where the commodities have been re-sold or are of
a bulk or fungible nature (i.e., corn, fertilizer, insecticide, etc.)
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3. Determine whether claims have been filed for all losses and
shortages and whether insurance proceeds are used in accordance with AID
regulations.

4, Determine whether the commodities are being utilized properly and
in a timely manner. Determine whether the desired results or benefits
are being achieved and whether the objectives established by the program
or project agreements are being met. If not, determine why, and
ascertain importer’s/project organization’s plans for future
utilization. Generally, AID nonproject assistance agreements require
that commodities be used or consumed within one year from date of
arrival at port of entry, unless otherwise agreed to by AID; whereas
project commodity utilization is based on implementation plans. Some
points to be considered are as follows:

a. Determine if the importer/project organization has an overall
commodity utilization plan with measurable, interim levels of
achievement. If so, compare the plan with actual utilization to date;
determine reasons for overly-slow utilization and importer’s/project
organization’s intended solution.

b. If damaged or poor quality equipment has been received (or is
on hand after being used), determine reasons why and intended corrective
action by the importer/project organization. (For example, will the
equipment be replaced/repaired, when and by whom?)

c. Determine whether spare parts support and repair and
maintenance of equipment are adequate. If not, determine why, and
importer’s/project organization’s intended solution.

d. If not readily apparent, determine usage-purpose of the
commodity and obtain importer’s/project organization’s unofficial
opinion as to the overall success or failure of the commodities involved.

5. Determine that commodities and/or their packing/shipping cases have
adequately affixed AID Emblems per AID regqulations. ot

Completion

1. End-Use findings should be discussed with other responsible USAID
officers, and their reactions noted on the workpapers.

2. Neat orderly workpapers should be written up during the entire
review and retained in a folder (along with the necessary copies of
documents obtained from the Importer/Project organization) to adequately
support all End-Use work performed.

w REVISED
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3. Draft End-Use Report is submitted to supervisor for review and
approval with workpaper folder, Present findings and conclusions
objectively and in language as clear and simple as the subject matter
permits. Place primary emphasis on improvement rather than criticism of
the past. Critical comments should be presented in balanced
perspective, recognizing any unusual difficulties faced by operating
officials. Include, when necessary, recommendations to effect
improvements.

4. MWritten End-Use Reports are to be distributed to the Director,
Deputy Director, and to those USAID officials who are responsible for
taking corrective action on findings and recommendations.

5. The End-Use Report Log should be posted; and the Accounting Ledger
and files should be updated and corrected, as necessary, based on the
End-Use Review performed.

TRANS. MEMO NO. EFFECTIVE DATE PAGE NO,
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CHAPTER 11

SUSPENSION OR TERMINATION OF ASSISTANCE
(COMMODITIES)

11A. Introduction

Circumstances may arise in relation to a particular cooperating country
which either make the attainment of assistance objectives improbable or
make the continuation of assistance contrary to U.S. policy. The
purpose of this chapter is to provide guidance with regard to
commodities and commodity-related services in the event AID assistance
is suspended or terminated. This chapter discusses the actions required
to terminate AID agreements, vest title to commodities ordered and in
transit, dispose of the commodities so vested, and make settlements with
suppliers, carriers, and insurers. A decision to suspend or terminate
assistance obviously will have many ramifications and will require
actions in a variety of areas outside the limited scope of this

chapter. Also, since a suspension of assistance is, by its nature, an
extraordinary or unique event, reaction must be flexible and tailored to
the occasion. The guidance contained in this chapter is, therefore, not
to be considered as imposing restrictions on the use of other available
options.

11B. Authority
1. Termination

AID project and nonproject assistance agreements provide for
suspension or termination of assistance under specified circumstances.
While individual assistance agreements will need to be consulted to
verify the exact nature of AID's rights to suspend or terminate
assistance in particular cases, the model language for loan and grant
agreements appears in Handbook 3, Project Assistance, and Handbook 4,
Nonproject Assistance.

2. Vesting

a. Section 605 of the FAA states: "Any commodities... procured
to carry out this Act shall be retained by, or upon reimbursement,
transferred to, and for the use of, such agency of the United States
Government as the President may determine in lieu of being disposed of
to a foreign country or international organization, whenever in the

judgement of the President the best interests of the United States will
be served thereby or whenever such retention is called for by concurrent

resolution...."
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b. The Administrator has been delegated authority to vest in AID
the title to AID-financed commodities.

¢c. For programs subject to the provisions of AID Regulation 1
(Appendix A of this Handbook), Section 201.43, 201.44, 201.45, and
201.46 set forth AID's rights and responsibilities with regard to
diversion of shipments and vesting of title.

d. In the case of projects, it is AID policy that contracts
providing for the procurement of equipment or materials, whether under a
fixed-price contract or otherwise, shall include a provision subjecting
the contractor or supplier to the diversion and vesting rights of AID
specified in loan/grant agreements, letters of implementation, or other
related documents. The standard language appears in Chapter 3 of
Handbook 11.

3. Disposal

Section 605 of the FAA states: "...Any commodities...so retained
may be disposed of without regard to provisions of law relating to the
disposal of property owned by the United States Goverrment, when
necessary to prevent spoilage or wastage of such commodities...or to
conserve the usefulness thereof...." The Assistant to the Administrator
for Management has the authority to dispose of Agency property pursuant
to this Section. The authority is further delegated in accordance with
Agency practice to other AID officials under 1100 series of
redelegations of authority. (See Handbook 5.) Before the Section 605
authority can be used, a determination must be made that it is necessary
to dispose of the retained property in order to prevent spoilage or
wastage or to conserve the property's usefulness. Once this
determination is made, it is passed on to the Office of Procurement
(M/SER/OP) or any other office that is made responsible for the specific
disposal, for implementation. Such a determination and appropriate
delegations to the office which will be responsible for disposal are
required before disposal action may be initiated.

Termination and Vesting Actions

1. General

The type of action which is appropriate in order to control
commodity movements to the cooperating country will vary depending upon
the speed and completeness with which AID wishes to suspend or terminate
assistance. At one extreme, a gradual termination might be limited to
restrictions on the issuance of any new L/COM's or other implementing
documents, thereby blocking new procurement while permitting
procurements already under way to be completed. At the other extreme,
the urgency of the situation might require diverting commodities already
enroute to the cooperating country. The measures taken should be
appropriate to AID's objectives in the suspension or termination of
assistance.
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2. Suggested Actions

Suggested below are actions to be taken or considered when the
intent is to cut off the movement of commodities to the cooperating
country as completely and as swiftly as possible. If something less
than a complete and immediate cutoff is desired, the steps taken should
be modified accordingly. The order of the proposed actions is not
necessarily intended to indicate priorities, since the aim would be to
do everything as soon as possible. A vesting order by the Administrator
must be issued before some of these actions may be undertaken.

M/SER/PPE has on file and will make available examples of a vesting
order and other vesting or disposition actions as well as samples of
many documents discussed in this chapter. Appendix 11A 1ists these file
materials. The responsibilities for the various actions will follow the
functional responsibilities of the AID offices involved, but in practice
what is 1ikely to emerge is a team effort involving principally the
Offices of the General Counsel, Office of Procurement, and Financial
Management under the leadership of the pertinent Geographic Bureau.
Appropriate actions include the following:

a. Identify the agreements under which commodities are being
financed, verify AID's precise suspension rights under each agrecment,
ascertain the funds remaining available for commodities in each
agreement, and determine whether all or only some of the agreements are
to be made subject to the decision to suspend.

b. Take formal action to suspend or cancel commitment documents,
and give the Borrower/Grantee (B/G) prompt notice of this action.

c. Contact by telephone (confirming by telegram) U.S. banks
holding L/COM's and instruct them not to issue, advise, confirm, amend,
extend or review any letters of credit under designated L/COM's. Banks
should also be instructed to furnish M/SER/OP, by telephone (confirmed
by telegram), the balance available for cancellation in each L/COM. If
required, L/COM banks should be requested to furnish copies of
outstanding letters of credit.

d. Stop approving Commodity Approval Applications (form AID 11)
under designated assistance agreements. Use forms AID 11, as they are
submitted, as a method of identifying suppliers who may have outstanding
contracts. Review recently approved forms AID 11 to identify suppliers
who may not yet have made shipment.

TRANS, MEMO NO, EFFECTIVE DATE PAGE NO,
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e. Contact identified suppliers by telephone or telegram,
informing them that AID is considering invoking its rights under AID
Regulation 1 (Sections 201.43 through 201.46) or corresponding rights
appearing in contracts under project assistance. Suppliers should be
requested to furnish M/SER/OP with a report of the status of the
commodities under each of their letters of credit. They should be
instructed, pending further advice from AID, to halt manufacture of
custom items, hold any finished items not yet in transit, and instruct
freight forwarders to hold goods in warehouses rather than permitting
them to be loaded on vessels.

f. Consideration should be given to diversion of vessels carrying
AID-financed commodities to the cooperating country. AID's rights to
require diversion stems from the inclusion in charter parties, bills of
landing, or other ocean shipping documents of a diversion clause
substantially similar to that appearing in Section 201.43 of AID
Regulation 1. Such clause is not routinely put in shipping documents,
but consideration should be given to including it when the possible need
to divert cargoes is anticipated. Even in the absence of such a clause,
carriers, particularly U.S. flag ships, may be responsive to a diversion
request from the U.S. Government. Vessels carrying AID-financed
commodities under charter terms can be identified readily, since
charters must be approved by M/SER/OP. Diversion of these cargoes is
both important and feasible. In the case of liner movements, an ‘
examination of recent documents submitted by suppliers for payment might
identify liners still en route with AID-financed cargo. A more direct
source of information might be the shipping lines known to furnish liner
service between the United States or other eligible source countries and
the cooperating country. A decision to divert requires determination of
an alternative destination. In selecting an alternative destination, it
is important to consider both the disposition of the cargo and the
availability of freight adjustment under applicable tariffs. Diversion
may be unnecessary where the cooperating country is landlocked. The
goods can be offloaded at the usual port and held there pending
disposition.

g. Instruct the USAID in the cooperating country to take action
as appropriate and feasible to suspend procurement under local contracts
and to report to AID/W on the status of such contracts with
recommendations for further actions. Request the USAID to furnish
identification of and status report on USAID-issued PIO/C's.

h. M/SER/OP should contact GSA, other U.S. agencies, and
commercial procurement agents that are procuring for B/G programs and
instruct them to suspend procurement actions, to pass necessary
instructions to suppliers and to report to AID/W on the status of
individual procurements.
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i.  Special treatment may be necessary in connection with P.L. 480
and voluntary agency shipments if humanitarian or other considerations
make a full, immediate cutoff of assistance impossible or undesirable.
The Office of Food for Peace will need to explore with the Department of
Agriculture the feasibility of suspending or terminating all or specific
segments of programs under its agreement with the B/G. Attention will
also have to be given to commodities being made available through the
Food and Agriculture Organization of the United Nations, UNICEF,
voluntary foreign agencies, and Foreign Disaster Assistance.

11D. Disposition of AID-vested Commodities

1. General

a. In a brief chapter such as this, no attempt can be made to
anticipate the many problems which will arise after the immediate
objective of cutting off the movement of commodities to the cooperating
country has been achieved. There will inevitably be problems of what to
do with the commodities whose movement was disrupted and what the
financial settlements will be with parties who have been injured by the
overriding of contracts. In some cases, it may prove to be in the
interest of all concerned, including the U.S. Government, to let some
cormodity movements resume after there has been an opportunity to
evaluate the consequences. Appropriate responses can be found only by
reviewing the actual situation.

b.  The balance of this chapter contains guidance based upon AID's
experience gained during actual closeouts. The guidance is written with
the assumption that the 0ffice of Procurement has been given the
responsibility for handling the disposal of vested commodities.

2. Commodity Inventories

The Office of Procurement must arrange to have inventories made and
reported as soon as possible so that the content of all vested shipments
can be examined in order to establish commodity descriptions, exact
quantities, and prices. Shipments in U.S. ports should be inventoried
in the same manner as those overseas.

3. Commodity Categories

a. AlD-vested commodities fall into three general categories:

(1) Commodities which must be disposed of expeditiously to
prevent wastage or spoilage or to conserve their usefulness,

(2) Domestic excess property, and

(3) Foreign excess property.
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b. The distinction between foreign and domestic location has
important implications for disposition of the commodities. The General
Services Administration (GSA) has little, if any, interest in overseas
property; however, GSA has substantial interest in the way in which
disposition is made of AID-vested commodities located in the United
States.

c. Commodities subject to waste or spoilage derive a special
status through provisions of Section 605(a) of the Foreign Assistance
Act, and GSA asserts no jurisdiction over such AID-vested property,
whether it is located in the United States or overseas.

4, Disposition Priorities

The priorities for disposition of AID-vested commodities in each
general category are as follows:

a. Commodities Subject to Wastage or Spoilage

Disposition is made by whatever method is fastest and most
advantageous pursuant to good business practices. This applies to
commodities located in the United States and overseas.

b. Commodities Located In United States

(1) Use in other AID programs.

(2) Limited negotiated sales to original suppliers or
producers, after consultation with GSA.

(3) Sales on a reimbursement basis to other Government
agencies, with GSA assistance.

(4) 1If GSA does not agree on reimbursement, referral to GSA
for disposition under provisions of the Federal Property and
Administration Services Act.

c. Commodities Located Overseas

(1) Use in other AID programs.

(2) Solicitation of offers from original U.S. suppliers, or
from other prospective U.S. buyers on either a formal or informal basis,
whichever method is 1ikely to result in the highest return. This may
involve direct communication addressed to selected prospective buyers,

or advertisement in appropriate publications.

(3) Public sales by formal bid, advertised in the United
States as well as appropriate overseas locations.
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5. Preliminary Arrangements and Procedures

a. Staffing

(1) Because of the need to divert shipments to safe ports
when assistance is terminated, vested commodities may be located in
numerous ports overseas as well as in the United States. It may be
necessary to assign AID personnel to many of those locations to
undertake vesting and disposal actions. Personnel requirements will
vary depending upon the number of shipments located in each port (e.g.,
based on experience, five hundred shipments in one port required four
AID employees, one of whom was a secretary, while in another port two
employees were required to dispose of sixty shipments). Personnel with
commodity and contract management experience should be given priority
for such assignments. In each location one AID employee must be given
contract authority in order to arrange warehouse or other storage space,
office space, drayage, etc., and to sign sales contracts.

(2) When personnel are sent abroad to be directly responsible
to M/SER/OP (when the disposal responsibility is so delegated), it is
desirable to establish Regional Commodity Management Offices (RCMO's).
Cables and other communications may then be routed to such office
without creating confusion within the USAID or U.S. Embassy or
Consulate, which will be called upon to provide some degree of
administrative support. Staff requirements may best be arranged through
temporary assignments from M/SER/OP or through personnel from the
USAID(s) being closed out or reduced in size. Within 10 working days
after the establishment of an RCMO or similar activity where it appears
the estimated value of the commodities and claims will exceed $100,000,
the nearest Office of the Inspector General should be contacted to
assure1that the proposed disposal arrangements will provide adequate
controls.

b. Additional Services

(1) AID may seek the assistance of GSA and Defense Logistics
Agency in conducting overseas sales of surplus property; however, the
RCMO or USAID personnel will be responsible for overseas sales
arrangements.

(2) Where Targe volumes of vested commodities are located in
overseas ports, use of the services of a port authority or similar
organization may be sought in arranging sales. Such organizations are
often experienced in handling sales of distressed merchandise and may be
in a good position to assist. Fees for such services should be
negotiated.
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c. Preliminary Actions

(1) The first task confronting the personnel charged with
closing out the delivery of AID-financed commodities is to contact the
ocean carriers' local agents in order to obtain copies of all bills of
lading presumed to cover AID-financed or AID-owned shipments. When
shipments are identified, the carriers need to be informed that title
has been vested in AID, even though their U.S. or home offices may have
already alerted them in response to instructions from AID. Many, if not
all, ocean carriers may insist upon some written indemnity prior to
release of shipments to AID. Subject to prior approval by the GC in
AID/W, such indemnity may be routinely issued by the RCMO or USAID upon
request by the carriers' agents. Thereafter, warehousing arrangements
must be made or understanding reached that shipments remain where
already warehoused to be released only upon written authority from the
RCMO or designated USAID official.

(2) Commodities unloaded in the United States should be moved
into the nearest GSA warehouse(s) after obtaining concurrences from
GSA. They should be held there while M/SER/OP disposes of commodities
subject to spoilage or wastage or determines if the commodities can be
used by other AID activities.

6. Disposition Procedures

Procedures for disposal of vested commodities, whether located in
the United States or overseas, are discussed below, All disposal
arrangements should follow adequate audit trace principles.

a. Commodities Subject to Wastage or Spoilage

(1) Property subject to wastage or spoilage derives a special
status through provisions of Section 605(a) of the Foreign Assistance
Act. GSA asserts no jurisdiction over such AID-vested property whether
it is located in the United States or overseas.

(2) It is the responsibility of M/SER/OP to identify
commodities which are subject to wastage or spoilage and commodities
which should be quickly disposed of to conserve their usefulness. After
a determination has been made by the appropriate official that these
commodities are subject to the provisions of Section 605(a), M/SER/OP is
responsible for disposing of them. RCMO's or responsible USAID
personnel should be instructed to seek out such shipments, report them
to M/SER/OP and send in inventories promptly. In this category are such
commodities as dyestuffs, pharmaceuticals, pesticides, and various
chemicals which might deteriorate due to heat or cold or which readily
absorb moisture. Further, it should be determined whether commodities
will be stored outside. Any prolonged outside storage of commodities
which may become damaged by water, sun, etc., should be avoided. To
conserve the usefulness of such commodities, disposal should be
initiated promptly.
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(3) Because commodities in this category may be disposed of
without regard to provisions of law, no distinction between U.S. and
overseas procedures is required. Although there is no requirement that
these commodities be referred for use in other AID activities, this
should be considered. Methods of disposal should be tailored to fit the
circumstances: sell back to original producers of suppliers, issue
formal IFB's for sale, negotiate sales with commercial firms.

b. Use in Other AID Programs

(1) The first priority in disposing of AID-vested commodities
is to attempt to find a use for them in other AID programs. As a
practical matter, this involves looking for projects or other activities
similar in scope to the terminated programs since the commodity
requirements might be similar. The costs of staff time, warehousing,
and special handling such as splitting shipments may outweigh any
benefit of transfers to other AID programs. However, the possibility of
such transfer should be explored if at all feasible, and this should be
done within very short deadlines.

(2) An AID program which receives AID-vested commodities must
reimburse, with its own appropriated funds, the program from which the
commodities were transferred. Prices should be set so as not to exceed
those which would be paid were shipments made directly from the
producing country to the destination. Any windfall to a particular
country which results from receiving major commodity transfers without
reimbursement would be contrary to the intent of the original
appropriation approvals.

(3) It may prove difficult to match vested commodities
against specific needs of other AID programs, particularly if many of
the commodities affected were financed under Commodity Import Programs.
Such commodities may be unique in order to meet distinct market
requirements; e.g., yarns, pharmaceuticals, chemicals, spares or
replacement parts. Other commodities may have custom characteristics
which 1imit their utility in other AID programs. As inventories are
completed on vested commodities, information from the inventories should
be referred to M/SER/OP which will make the determinations on what
commodities might be usable in programs of the various Bureaus and
establish dates to allow the Bureaus to reach a decision. In addition,
it may be necessary to provide Bureaus with manufacturers' brochures and
calculations on cost and freight. The process of referrals to the
Bureaus should continue until all inventories are completed and
circulated.
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c. Offering Vested Commodities to Original Suppliers or
Producers

(1) The Office of Procurement will decide which vested
conmodities are excess to the needs of other AID programs and will
contact original suppliers and producers or their authorized agents to
see whether they are interested in repurchasing the commodities.
Suppliers or producers may provide AID with the most promising
opportunity to dispose of the goods promptly at advantageous terms.
Where proprietary or brand items are involved, the oriainal seller or
producer may not want to have its goods move outside of established
distribution channels and may, therefore, offer a favorable price.
M/SER/OP will send telegrams to suppliers and producers stating that if
they are interested in repurchasing the commodity, they should make an
offer by a specific date.

(2) In certain instances, suppliers may be willing to accept
return of shipments for credit. Acceptance is generally subject to
inspection upon return, perhaps with a restocking charge. Whenever the
supplier is a U.S. Government entity, such as a Defense Depot or GSA,
such returns can be easily arranged.

(3) When return is agreed upon, shipments may be made via
APO, FPO, or international parcel post or, in cases where ocean
transportation is necessary, by consignment to an appropriate U.S.
Dispatch Agent with instructions to forward the shipment to the
designated U.S. supplier.

(4) Procedures must be established for AID/W to be fully
informed so that refunds may be controlled. In most cases, returns for
credit involve low value items which do not lend themselves to being
sold pursuant to formal bidding or negotiated sales procedures where the
goods are located. Also, if sales efforts overseas prove unsuccessful
and equipment having a sizeable value must be sold for scrap, return for
credit might far exceed what could otherwise be realized.

(5) It is recommended on all returns for credit to commercial
suppliers that it be clearly stated from the outset that the credit is
to be paid to AID, not to remain as a credit halance against future
purchases. Experience has shown that returns to commercial suppliers
require considerable time and effort hefore refunds are actually
remitted to AID/W." Refunds should be directed to the Office of
Procurement or other designated office where proper identification can
be provided before they are sent to the Office of Financial Management.

d. Transfers to the General Services Administration (GSA)

(1) After having queried Regional Bureaus on whatever might
be used by them and after making efforts to sell commodities hack to
original U.S. suppliers or to other prospective buyers, the next step is
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to report remaining property located in the U.S. to GSA. This is done
in accordance with the Federal Property and Administrative Services Act
of 1949, as amended. Preliminary discussions should be held between AID
and GSA to assure a smooth operation, and to preclude any
misunderstandings on the authority of the above Act and the Foreign
Assistance Act.

(2) Although GSA has no jurisdiction over disposition of AID
overseas vested property, GSA may be interested in acquiring certain
commodities included in the overseas inventories, so these should be
reported to GSA also. For example, certain commodities might not be
disposed of at other than scrap prices, but if they were in the United
States they could be put to a useful purpose. GSA will be given the
opportunity to inspect the property. GSA's interest, if any, will be
balanced against AID's opportunity for recovery of funds through sale to
private buyers. After considering the economics of doing so, selected
commodities may be shipped back and reported to the GSA as domestic
excess.

(3) Although commodities are reported to GSA as excess and
held in GSA's warehouses, any storage charges are for the account of AID
until eventual disposal.

(4) There are four basic disposal procedures used by GSA:
(a) transfer to eligible Federal, state, or local organizations without
reimbursement; (b) transfer to certain organizations with reimbursement
directly to AID, such reimbursement is usually no more than 20% of the
original AID-financed FOB cost; (c) transfer against an "Application for
Donation" to states' surplus property agencies; and (d) public sale.

(5) The "Report of Excess Personal Property" Standard Form
120, should be sent with a letter to the GSA office through which all
transfers of property are routed, regardless of location.
Aclnowledgement by the GSA Region in which the property is located is
generally accomplished by return of a copy of the original form SF 120
with a GSA assigned control number, After disposition, the Office of
Procurement will be sent a copy of form SF 122, "Transfer of Excess
Personal Property", which indicates the consignee. When there is to be
some reimbursement, the Office of Procurement must follow up and either
bill the consignee or determine if payment is to be made through GSA or
another channel.

(6) Under donation procedures, M/SER/OP receives information
copies of form SF 123, “Application for Donation of Surplus Personal
Property”; however, unless a second copy is received showing that the
application was approved by GSA, items are not considered as
transferred. If GSA approves transfer no further forms are issued, and
the approval date is considered as the transfer date.
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e. Public Sale by AID

(1) General

When commodities located overseas cannot be used in other
AID programs and attempts to negotiate sale or return to the original
suppliers or producers prove unsuccessful, the commodities shall be
publicly sold by AID. Commodities which are subject to wastage or
spoilage may also be sold by AID. The procedures to be used for such
sales are explained below.

(2) Publicizing

Since successful disposal of commodities will require the
participation of commercial firms, advertising the opportunity to
purchase such commodities is essential. At least four weeks before bid
opening (or date for receipt of offers), AID's Office of Small and
Disadvantaged Business Utilization should be given information to
publish in an AID Procurement Information Bulletin. The Office of Small
and Disadvantaged Business Utilization will also publish a notice in the
Commerce Business Daily. Depending on the circumstances, consideration
should be given to using commercial newspaper ads and trade publications
also. For overseas sales, newspapers in the area where the sales will
take place may reach a large number of prospects.

(3) Formal Sales Procedures

(a) Commodities located in overseas ports shall be sold
under formal bid procedures, except that those subject to wastage and
spoilage may be sold through negotiation. Formal bidding may be
conducted using GSA's Standard Form 114, “Sale of Government Property -
Bid and Award," and attachments, or documents may be developed to fit
local needs. Bid documents should include "Additional Sealed Bid
Conditions"”. A "Statement Regarding Disposition and Use of Property"”
must be submitted by each bidder. If formal bidding procedures are used
to dispose of commodities Tocated in the United States, Standard Forms
must be used.

(b) Copies of all bid announcements and related
documents should be sent to M/SER/OP - one copy by air pouch, another by
airmail. Normally, two weeks should be allowed after mailing to permit
bid announcements to be released simultaneously in Washington and in the
country where the commodity is located. Bidders should be allowed
twenty-one days from the date of release of the bid announcement for
submitting their bids. Awards should be made within three weeks after
bid opening.
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(4) Negotiated Sales Procedures

(a) There are three situations in which AID should
negotiate sales. One is to expedite disposal to prevent wastage or
spoilage of either domestic or foreign excess property. Another is when
formal bidding results in no offers or in unacceptable offers. The
third is when commodities are sold back to the original suppliers or
producers.

(b) For negotiated sales, offers are submitted on
Standard Form 114E, "Sale of Government Property, Negotiated Sales
Contract,"” with Standard Form 114c. "Sale of Government Property,
General Sales Terms and Conditions," as an attachment. For overseas
sales, additional bid conditions are included. The offeror must also
submit a "Statement Regarding Disposition and Use of Property."

(c) When an offer is acceptable, the SF 114E will be
signed by an AID official with appropriate contracting authority and
will constitute a sales contract. Upon payment by the purchaser,
M/SER/OP will notify the appropriate GSA office in the United States or
the AID office in the country where the goods are located to release the
goods to the purchaser.

Settlements

1. Introduction

a. When assistance is terminated and shipments to the cooperating
country are prohibited, AID will make appropriate payment to suppliers
who have not received payment for commodities to which AID has taken
title. In lieu of accepting title, AID may negotiate with the supplier
such other settlements as are equitable under the circumstances.
Settlements with carriers and marine insurers may also be necessary when
vessels are diverted before reaching the cooperating country.

b. One important determination to be made when assistance is
terminated is who will have authority to settle claims. The vesting
determination should include authorization to make settlements with
suppliers. Authority to take extraordinary contract actions such as
arranging settlements with suppliers has been delegated to the Associate
Assistant to the Administrator for Management in Delegation of Authority
No. 1170, Handbook 5.
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2. Settlements with Suppliers

a. Notification

(1) As soon as there is a definite decision to terminate
assistance a telegram should be sent to U.S banks requesting that they
report all outstanding letters of credit under AID Letters of
Commi tments.

(2) Suppliers with outstanding letters of credit should be
sent telegrams and Tetters requesting them to advise AID on the status
of their transactions. They should be requested to dispose of the
commodities through their normal course of business if AID has not taken
title. Suppliers should be cautioned that if the commodities in
question cannot be disposed of without sustaining a financial loss which
the suppliers cannot or do not wish to bear, it will be necessary for
the suppliers to hold the commodities and contact AID for instructions.

b. Settlement Actions

(1) Outstanding letters of credit involving unshipped
commodities generally fall into three categories: (a) the supplier has
not begun work, so AID has no 1iability; (b) the supplier can return
items to stock or sell the commodities at 1ittle or no extra cost (e.q.,
an order for which AID agrees to pay a supplier $210 for the cost
incurred in packaging, crafting, and preparing commodities valued at
$3,943 for shipment to the cooperating country; AID pays a company
$2,295 to cover cancellation costs for a shipment valued at $62,730);
and (3) the supplier cannot sell the commodities due to special
characteristics required under AID financing (e.g., the supplier
contends that it had advertised worldwide in an effort to sell

made-to-order needle hearings valued at $26,118 and AID then allows
scrap value and settles the claim for $23,811).

(2} To help make such decisions, the office responsible for
settlement (usually the Office of Procurement) may establish an ad hoc
committee which would include representatives from other appropriate
offices, such as General Counsel, the Geographic Bureau, and Financial
Management. This committee can then be responsible for reviewing and
approving or disapproving proposed settlements based on equitability for
both AID and the supplier. AID auditors should verify supplier claims.

3. Settlements with Carriers

a. The issuance of such an order to carriers can result in claims
by the carriers against AID for additional compensation, or in claims by
AID against carriers in instances where AID is entitled to recover from
the carrier a portion of the freight which AID has financed for the
diverted consignments.
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b. In the case of Tliner operators who have executed the form AID
282, "Supplier's Certificate and Agreement with the Agency for
International Development," or the form AID 1450-4, "Supplier's
Certificate and Agreement with the Agency for International Development
for Project Commodities," any settlements with the carriers are to be in
accordance with the maximum permissible freight as stipulated in Section
201.67(a)(4), AID Regulation 1 or in paragraph 3 of the form AID 1450-4,
as appropriate. Any requests for additional compensation in excess of
that allowed by these certificates will be denied. The Transportation
Division of M/SER/OP also reviews the freight financed for each diverted
consignment when the circumstances indicate that AID may be entitled to
an adjustment and partial refund of freight from the carrier, by virtue
of the difference in tariff rates and charges between the original port
of discharge, and those applicable to the diversion port(s). When this
review establishes that AID may be entitled to a refund, M/SER/OP issues
a letter claim to the carrier for the refund.

c. In the case of chartered shipping, the terms of the charter
party, normally executed by the carrier and the B/G or its agent,
dictate the freight entitlements of the carrier. When AID vests title
to the commodities carried under the charter party, the Transportation
Division of M/SER/OP, which approved the charter in accordance with
AID's requirement, must attempt to renegotiate the delivery and freight
terms of the charter with the carrier. This is normally done by
telephone and confirmed in writing between AID and the carrier.
Depending upon the terms of this renegotiation and the circumstances of
the altered delivery, the carrier may be entitled to additional
compensation over that prescribed in the original charter, or the
carrier's original entitlement may be reduced.

4. Settlement with Marine Insurers

a. Adjustments

(1) When a B/G has used AID financing for marine insurance on
commodity shipments, and AID diverts these shipments to alternate
destinations, AID may in some instances be entitled to an adjustment and
partial refund from the insurers of the premiums which AID has
financed. This can occur when, in fact, the insured risk did not
attach, by virtue of AID's diversion actions.

(2) M/SER/OP's Transportation Division and GC review the
insurance coverage of any consignments diverted to alternate
destinations and take action to obtain appropriate refunds from the
insurers when circumstances warrant such action. AID's entitlement to
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such adjustment is based on the provisions of the form AID 282, or the
form AID 1450-4, as executed by the insurer, thereby Timiting the
maximum price of incidental services as specified in subpart G of AID
Regulation 1 or in paragraph 3 of the form AID 1450-4, respectively.

b. Claims for Loss

In the termination of a program, instances may occur where an
AID-financed insured consignment is lost; e.g., it is of record as
shipped but not recorded as delivered to the original destination or to
the alternate destinations specified in AID's diversion orders to the
carriers. When such an instance of loss is identified, M/SER/OP, with
GC concurrence, claims the CIF value of the consignment from the
insurer. The claim includes AID's entitlement, by virtue of the
circumstances, its vesting ac¢tion, and the provisions of AID Regulation
1, as made applicable by the insurer's execution of form AID 282 or the
provision of form AID 1450-4.

Accounting and Control of Sales Proceeds

1. Overseas Sales Proceeds

a. All proceeds should be deposited with the local U.S.
Disbursing Office (USDO) for credit to an AID suspense account.

b. A certificate of deposit issued by the USDO should include
appropriate transaction identification number(s) which will identify the
item(s) sold. The Regional Controller's Office will use this
documentation to relieve the commodity accountability and forward a
copy to the Program Accounting and Finance Division of Financial
Management (M/FM/PAFD.)

c. M/FM/PAFD will periodically prepare a SF 1097, "Voucher to
Effect Correction of Error," which will transfer the funds from the
suspense account and credit the applicable Appropriation/Allotment which
initially funded the commodity procurement.

2. Transfer of Vested Commodities to or Through USAID

a. When making a transfer request, the USAID should indicate the
appropriate funding citation.

b. The Regional Controller's Office will use shipping documents
and the transfer request to relieve the cormodity accountability.

c. A copy of the transfer request, shipping documents and
appropriate transaction reference numbers should be forwarded by the
Regional Controller to M/FM/PAFD.
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d. M/FM/PAFD will prepare a journal voucher to credit the
applicable Appropriation/Allotment that initially funded the commodity
procurement and will prepare an Advice of Charge to the Mission fund
citation.

3. Sales of Vested Commodities in the United States

a. Proceeds are to be forwarded to M/FM/PAFD for deposit to the
suspense account.

b. M/FM/PAFD will notify the Regional Controller's Office of
sales by appropriate transaction number so that the Regional Controller
can relieve the commodity accountability. (A sample memorandum is
Tisted in Appendix 11A)

c. M/FM/PAFD will periodically prepare an SF 1097, "Voucher to
Effect Correction of Error," which will transfer the funds from the
suspense account and credit the applicable Appropriation/Allotment which
initially funded the commodity procurement.

Adjustment of Claims Related to AID's Sale of Vested Commodities

1. AID's general policy is to sell vested commodities on an "as is,
where is" basis. In this way AID manages to expedite sales of
commodities with minimum 1iability for loss or damage for the items
sold. In exceptional circumstances AID may sell these commodities on a
basis which allows buyers to reject broken cartons or other hidden
damage. For example, drums of chemicals and dyes may be found empty or
water logged, contents of cartons of yarns may have deteriorated because
of water or other damage, or boxes of parts may be found to have been
mixed up or lost while in storage.

2. Any claims by the buyer for adjustment or refund are reviewed by
the Office of Procurement and the Office of the General Counsel, in
1ight of the facts surrounding the sale and the terms of the sales
contract, and an appropriate disposition is made.
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NOTE:

APPENDIX 11A
INDEX OF SAMPLE ACTION DOCUMENTS RELATING
T0 DISPOSITION OF AID-VESTED COMMODITIES

Sample Action Memorandum on Vesting Title

Sample Telegram to Banks

Sample Instructions to Suppliers

Sample Telegram to Carriers

Sample Vested Commodity Record Sheet

Sample Indemnification Letter

Sample Cable Instructions to RCMO's

Sample Telegram to Suppliers or Producers

Standard Form 120, Report of Excess Personal Property

Standard Form 122, Transfer Order - Excess Personal Property

Standard Form 123, Application for Donation of Surplus
Personal Property

Sample AID Procurement Information Bulletins

Sample Sales Advertisement

Standard Forms 114, 114B and 114C, Sale of Government Property

Sample Sale Bid

Additional Special Sealed Bid Conditions

Statement Regarding Disposition and Use of Property

Standard Form 114E, Sale of Government Property - Negotiated
Sales Contract

Sample Letter to Prospective Buyers Under Negotiated Sales
Procedures

Sample Refund Request to Carriers

Sample Refund Request to Marine Insurers

Sample Claim Letter

Sample Memorandum for Transmitting Sales Proceeds

available when the need arises.

M/SER/PPE has Appendix 11A documents on file and will make them
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CHAPTER 12
INELIGIBLE SUPPLIERS - AID REGULATION 8

Introduction

AID Regulation 8, 22 CFR 208, (Appendix 12A) establishes policies and
procedures for debarment and suspension which cover all AID-direct and
AID-financed agreements except those with foreign governmental
organizations. The regulation is AID’s implementation of a uniform
government-wide system of debarment and suspension.

Implementation of Suspension or Debarment Determination

1. When a supplier has been suspended or debarred in accordance with
the procedures in Regulation 8, its name is added to the Lists of
Parties Excluded From Federal Procurement Or Nonprocurement Programs
which is maintained and issued by the General Services Administration.
Copies are made available for the information of cooperating countries.

2. Suppliers certify they have not been placed on the list of excluded
parties by executing a Supplier’s Certificate (form AID 282 or form AID
1450-4).

Responsibilities

1. The head of each Office, Bureau, and USAID is responsible for
reporting directly to the Deputy Assistant to the Administrator for
Management Services (DAA/MS), with copies to the Office of the General
Counsel (GC) and the Inspector General (IG), all cases where there is
reason to believe that a firm or person should be declared ineligible.
The report should include all relevant facts and circumstances including
copies of documents when applicable.

2. DAA/MS is designated to act for the Administrator in all matters
concerning ineligible suppliers, and is responsible for determining,
with the advice of GC and IG, if conditions exist for suspension or
debarment pursuant to AID Regulation 8; assuring compliance with the
proper suspension and debarment procedures; forwarding copies of his/her
determinations to GC, IG, the Office of Financial Management (FM), the
Office of Procurement (MS/OP), and the General Services Administration;
and removing or reducing the period of debarment, as necessary. B

*‘ Revised
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a. Initial suspension/debarment recommendation to GC/CCM:

(1) From IG/LC, if based on audit, investigation, or criminal
indictment.

(2) From ACO, if based on field contract misconduct.

(3) From OP/COMS, if based on supplier’s failure to supply
records on request.

'b.  GC Review (GC/CCM and GC/LE) and, if appropriate, preparation .
of suspension/debarment letters (GC/LE).

* c. Suspension/debarment action (DAA/MS) after review and
signature of letters prepared by GC/LE.

d. Administrative hearing, if appropriate, conducted by hearing
examiner arranged by GC/LE with Agency representation by GC/LE.

e. Transmittal of hearing examiner’s opinion to DAA/MS by GC/CCM
with recommendation for disposition, as appropriate.

f.  DAA/MS decision on suspension/debarment. ‘

g. If administrative hearing is not appropriate, but contractor
submits written statement or requests personal appearance, DAA/MS should
request MS/PPE to receive personal visit or written material on behalf
of DAA/MS and to recommend -appropriate action, with participation of
counsel (GC/CCM), as necessary.

4. USAIDs are responsible for .providing the cooperating country a copy
of the Lists of Parties Excluded from Federal Procurement or
Nonprocurement Programs. X

* Revised
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APPENDIX 12A

AID REGULATION 8
22 CFR 208

PART 208 - GOVERNMENT-WIDE DEBARMENT AND
SUSPENSION (NONPROCUREMENT) AND
GOVERNMENT-WIDE REQUIREMENTS FOR DRUG-FREE

‘ WORKPLACE (GRANTS)
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PART 208 - GOVERNMENT-WIDE DEBARMENT AND SUSPENSION (NONPROCUREMENT) AND
GOVERNMENT-WIDE REQUIREMENTS FOR DRUG-FREE WORKPLACE (GRANTS)

Subpart A -- General
Sec.

208.100 Purpose.
208.105 Definitions.
208.110 Coverage.
208.115 Policy.

Subpart B -- Effect of Action

208.200 Debarment or suspension.

208,205 1Ineligible persons.

208,210 Voluntary exclusion.

208.215 Exception provision.

208.220 Continuation of covered
transactions.

208.225 Failure to adhere to restrictions.

Subpart C -- Debarment

208.300 General.

208.305 Causes for debarment.

208.310 Procedures.

208.311 1Investigation and referral.

208.312 Notice of proposed debarment.

208.313 Opportunity to contest proposed
debarment.

208.314 Debarring official's decision.

208.315 Settlement and voluntary exclusion.

208.320 Period of debarment.

208.325 Scope of debarment.

Subpart D -- Suspension

208.400 General.

208.405 Causes for suspension.

208.410 Procedures.

208.411 Notice of suspension.

208.412 Opportunity to contest suspension.
208.413 Suspending official's decision.
208.415 Period of suspension,

208.420 Scope of suspension.
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Subpart E -- Responsibilities of GSA, Agency and Participants

208.500 GSA responsibilities.
208.505 AID responsibility.
208.510 Participants' responsibilities.

Subpart F -- Drug-Free Workplace Requirements (Grants)

208.600 Purpose.

208.605 Definitions.

208.610 Coverage.

208.615 Grounds for suspension of payments, suspension or
termination of grants, or suspension or debarment.

208.620 Effect of violation.

208.625 Exception provision.

208.630 Grantees' responsibilities.

Appendix A -- Certification Regarding Debarment, Suspension, and Other
Responsibility Matters -- Primary Covered Transactions '

Appendix B -- Certification Regarding Debarment, Suspension, Ineligibility and ‘ .

Yoluntary Exclusion -- Lower Tier Covered Transactions
Appendix C -- Certification Regarding Drug-Free Workplace Requirements

Authority: Executive Order 12549, Sec. 621, Pub. L. 87-195, 75 stat..
445 (22 U.S.C. 2381), as amended; E.0. 12163, Sept. 29, 1979 44 FR 56673, 3.
CFR 1979 Comp., p.435. .

Subpart A -- General

§208.100 Purpose.

(a) Executive Order 12549 provides that, to the extent permitted by
law, executive departments and agencies shall participate in a government-wide
system for nonprocurement debarment and suspension. A person who is debarred
or suspended shall be excluded from Federal financial and nonfinanciail
assistance and benefits under Federal programs and activities. Debarment or
suspension of a participant in a program by one agency shall have
government-wide effect.

(b) These regulations implement section 3 of Executive Order 12549 and
the guidelines promulgated by the Office of Management and Budget under
section 6 of the Executive Order by:

(1) Prescribing the programs and activities that are covered by the
govermment-wide system:

(2) Prescribing the government-wide criteria and government-wide
minimum due process procedures that each agency shall use;
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(3) Providing for the listing of debarred and suspended participants,
participants declared ineligible [see definition of "ineligible" in
§208.105(i)], and participants who have voluntarily excluded themselves from
participation in covered transactions;

(4) Setting forth the consequences of a debarment, suspension,
determination of ineligibility, or voluntary exclusion; and

(5) Offering such other guidance as necessary for the effective
implementation and administration of the government wide system.

(c) Although these regulations cover the listing of ineligible
participants and the effect of such listing, they do not prescribe policies
and procedures governing declarations of ineligibility.

§208.105 Definitions.

(a) Adequate evidence. Information sufficient to support the
reasonable belief that a particular act or omission has occurred.

(b) Affiliate. Persons are affiliates of each another if, directly or
indirectly, either one controls or has the power to control the other, or, a
third person controls or has the power to control both. Indicia of control
include, but are not limited to: interlocking management or ownership,
identity of interests among family members, shared facilities and equipment,
common use of employees, or a business entity organized following the
suspension or debarment of a person which has the same or similar management,
ownership, or principal employees as the suspended, debarred, ineligible, or
voluntarily excluded person.

(c) Agency. Any executive department, military department or defense
agency or other agency of the executive branch, excluding the independent
regulatory agencies.

(d) Civil judgment. The disposition of a civil action by any court of
competent jurisdiction, whether entered by verdict, decision, settlement,
stipulation, or otherwise creating a civil liability for the wrongful acts
complained of; or a final determination of liability under the Program Fraud
Civil Remedies Act of 1988 (31 U.S.C. 3801-12). :

(e) Conviction. A judgment of conviction of a criminal offense by any
court of competent jurisdiction, whether entered upon a verdict or a plea,
including a plea of nolo contendere.

(f) Debarment. An action taken by a debarring official in accordance
with these reguiations to exclude a person from participating in covered
transactions. A person so excluded is "debarred."

(g) Debarring official. An official authorized to impose debarment.
The debarring official is either:

(1) The agency head, or

(2) An official designated by the agency head.

* (3) The AID debarring official is the Deputy Assistant to the Y
Administrator for Management Services (DAA/MS).

(h) Indictment. Indictment for a criminal offense. An information or
other filing by competent authority charging a criminal offense shall be given
the same effect as an indictment.

¢ Revised
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(i) Ineligible. Excluded from participation in Federal nonprocurement
programs pursuant to a determination of ineligibility under statutory,
executive order, or regulatory authority, other than Executive Order 12549 and
its agency implementing regulations; for example, excluded pursuant to the
Davis-Bacon Act and its implementing regulations, the equal employment
opportunity acts and executive orders, or the environmental protection acts
and executive orders. A person is ineligible where the determination or
ineligibility affects such person’s eligibility to participate in more than
one covered transaction.

(J) Legal proceedings. Any criminal proceeding or any civil judicial
proceeding to which the Federal Government or a State or local government or '

quasi-governmental authority is a party. The term includes appeals from such
proceedings.

(k) Nonprocurement List. The portion of the List of Parties Excluded
from Federal Procurement or Nonprocurement Programs compiled, maintained and
distributed by the General Services Administration (GSA) containing the names
and other information about persons who have been debarred, suspended, or
voluntarily excluded under Executive Order 12549 and these regulations, and
those who have been determined to be ineligible.

(1) Notice. A written communication served in person or sent by
certified mail, return receipt requested, or its equivalent, to the Tast known
address of a party, its identified counsel, its agent for service of process,
or any partner, officer, director, owner, or joint venturer of the party.

Notice, if undeliverable, shall be considered to have been received by the .
addressee five days after being properly sent to the last address known by the
agency.

(m) Participant. Any person who submits a proposal for, enters into,
or reasonably may be expected to enter into a covered transaction. This term
also includes any person who acts on behalf of or is authorized to commit a
participant in a covered transaction as an agent or representative of another
participant.

(n) Person. Any individual, corporation, partnership, association,
unit of government or legal entity, ‘however organized, except: foreign
governments or foreign governmental entities, public international
organizations, foreign government owned (in whole or in part) or controlled
entities, and entities consisting wholly or partially of foreign governments
or foreign governmental entities.

(o) Preponderance of the evidence. ‘Proof by information that, compared
with that opposing it, leads to the conclusion that the fact at issue is more
probably true than not.

(p) Principal. Officer, director, owner, partner, key employee, or
other person within a participant with primary management or supervisory
responsibilities; or a person who has:a critical influence on or substantive
control over a covered transaction, :whether or not employed by the
participant. Persons who have a critical influence on or substantive control
over a covered transaction are:
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(1) Principal investigators.

(q) Proposal. A solicited or unsolicited bid, application, request,
invitation to consider or similar communication by or on behalf of a person
seeking to participate or to receive a benefit, directly or indirectly, in or
under a covered transaction. ‘

(r) Respondent. A person against whom a debarment or suspension action
has been initiated.

(s) State. Any of the States of the United States, the District of
Columbia, the Commonwealth of Puerto Rico, any territory or possession of the
United States, or any agency of a State, exclusive of institutions of higher
education, hospitals, and units of local government. A State instrumentality
will be considered part of the State government if it has a written
determination from a State government that such State considers that
instrumentality to be an agency of the State government.

(t) Suspending official. An official authorized to impose suspension.
The suspending official is either:

(1) The agency head, or

(2) An official designated by the agency head.

* (3) The AID suspending official is the Deputy Assistant to the
Administrator for Management Services (DAA/MS).

(u) Suspension. An action taken by a suspending official in accordance
with these regulations that immediately excludes a person from participating
in covered transactions for a temporary period, pending completion of an
investigation and such legal, debarment, or Program Fraud Civil Remedies Act
proceedings as may ensue. A person so excluded is "suspended."

(v) Voluntary exclusion or voluntarily excluded. A status of
nonparticipation or limited participation in covered transactions assumed by a
person pursuant to the terms of a settlement.

(w) AID Agency for International Development.

§208.110 Coverage.

(a) These regulations apply to all persons who have participated, are
currently participating or may reasonably be expected to participate in
transactions under Federal nonprocurement programs. For purposes of these
regulations such transactions will be referred to as "covered transactions."

(1) Covered transaction. For purposes of these regulations, a covered
transaction is a primary covered transaction or a lTower tier covered
transaction. Covered transactions at any tier need not involve the transfer
of Federal funds. »

(i) Primary covered transaction. Except as noted in paragraph (a)(2)
of this section, a primary covered transaction is any nonprocurement
transaction between an agency and a person, regardless of type, including:
grants, cooperative agreements, scholarships, fellowships, contracts of
assistance, loans, loan guarantees, subsidies, insurance, payments for
specified use, donation agreements and any other nonprocurement transactions
between a Federal agency and a person. Primary covered transactions also
incTude those transactions specially designated by the U.S. Department of
Housing and Urban Development in such agency’s regulations governing debarment
and suspension.

2f Revised
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(i1) Lower tier covered transaction. A lower tier covered transaction
is:

(A) Any transaction between a participant and a person other than a
procurement contract for goods or services, regardless of type, under a
primary covered transaction.

(B) Any procurement contract for goods or services between a
participant and a person, regardless of type, expected to equal or exceed the
Federal procurement small purchase threshold fixed at 10 U.S.C. 2304(g) and 41
U.S.C. 253(g) (currently $25,000) under a primary covered transaction.

(C) Any procurement contract for goods or services between a
participant and a person under a covered transaction, regardless of amount, .

under which that person will have a critical influence on or substantive
control over that covered transaction. Such persons are:

(1) Principal investigators.

(2) Providers of federally-required audit services.

2) Exceptions. The following transactions are not covered:

(i) Statutory entitlements or mandatory awards (but not subtier awards
thereunder which are not themselves mandatory), including deposited funds
insured by the Federal Government;

(ii) Direct awards to foreign governments or public international
organizations, or transactions with foreign governments or foreign
governmental entities, public international organizations, foreign government
owned (in whole or in part) or controlled entities, entities consisting wholly ‘

or partially of foreign governments or foreign governmental entities;

(iii) Benefits to an individual as a personal entitlement without
regard to the individual’s present responsibility (but benefits received in an
individual’s business capacity are not excepted);

(iv) Federal employment;

(v) Transactions pursuant to national or agency-recognized emergencies
or disasters;

(vi) Incidental benefits derived from ordinary governmental operations;
and

(vii) Other transactions where the application of these regulations
would be prohibited by law.

(b) Relationship to other sections. This section describes the types
of transactions to which a debarment or suspension under the regulations will
apply. Subpart B, "Effect of Action," §208.200, "Debarment or suspension," ‘
sets forth the consequences of a debarment or suspension. Those consequences
would obtain only with respect to participants and principals in the covered
transactions and activities described in §208.110(a). Sections 208.325,

"Scope of debarment," and 208.420, "Scope of suspension," govern the extent to
which a specific participant or organizational elements of a participant would
be automatically included within a debarment or suspension action, and the
conditions under which affiliates or persons associated with a participant may
also be brought within the scope of the action.
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(c) Relationship to Federal procurement activities. Debarment and
suspension of Federal procurement contractors and subcontractors under Federal
procurement contracts are covered by the Federal Acquisition Regulation (FAR),
48 CFR Subpart 9.4.

§208.115 Policy.

(a) In order to protect the public interest, it is the policy of the
Federal Government to conduct business only with responsible persons.
Debarment and suspension are discretionary actions that, taken in accordance
with Executive Order 12549 and these regulations, are appropriate means to
implement this policy.

(b) Debarment and suspension are serious actions which shall be used
only in the public interest and for the Federal Government's protection and
not for purposes of punishment. Agencies may impose debarment or suspension
for the causes and in accordance with the procedures set forth in these
regulations.

(c) When more than one agency has an interest in the proposed debarment
or suspension of a person, consideration shall be given to designating one
agency as the lead agency for making the decision. Agencies are encouraged to
establish methods and procedures for coordinating their debarment or
suspension actions.

Subpart B -- Effect of Action

§208.200 Debarment or suspension.

(a) Primary covered transactions. Except to the extent prohibited by
law, persons who are debarred or suspended shall be excluded from primary
covered transactions as either participants or principals throughout the
executive branch of the Federal Government for the period of their debarment
or suspension. Accordingly, no agency shall enter into primary covered
transactions with such debarred or suspended persons during such period,
except as permitted pursuant to §208.215.

(b) Lower tier covered transactions. Except to the extent prohibited
by 1aw, persons who have been debarred or suspended shall be excluded from
participating as either participants or principals in all lower tier covered
transactions [see §208.110(a)(1)(ii)] for the period of their debarment or
suspension.

(c) Exceptions. Debarment or suspension does not affect a person's
eligibility for:

(1) Statutory entitlements or mandatory awards (but not subtier awards
thereunder which are not themselves mandatory), including deposited funds
insured by the Federal Government;

(2) Direct awards to foreign governments or public international
organizations, or transactions with foreign governments or foreign
governmental entities, public international organizations, foreign government
owned (in whole or in part) or controlled entities, and entities consisting
wholly or partially of foreign governments or foreign governmental entities;
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(3) Benef1ts to an individual as a personal entitlement without regard
to the 1nd1v1dua1 s present responsibility (but benefits received in an
individual's business capacity are not excepted);

(4) Federal employment;

(5) Transactions pursuant to national or agency-recognized emergencies
or disasters;

(6) Incidental benefits derived from ordinary governmental operations;
and :

be prohibited by law.

§208.205 1Ineligible persons. :

Persons who are ineligible, as defined in §208.105(i), are excluded in
accordance with the applicable statutory, executive order,. or regulatory -
authority.

208.210 Voluntary exclusion.

Persons who accept voluntary exclusions under §208.315 are excluded in
accordance with the terms of their settlements. AID shall, and participants
may, contact the original action agency to ascertain the extent of the
exclusion,

§208.215 Exception provision.

AID may grant an exception permitting a debarred, suspended, or
voluntarily excluded person to participate in a particular covered transaction
upon a written determination by the agency head or an authorized designee:
stating the reason(s) for deviating from the Presidential policy established
by Executive Order 12549 and §208.200 of this rule. However, in accordance
with the President's stated intention in the Executive Order, exceptions shall
be granted only infrequently. Exceptions shall be reported in accordance with
§208.505(a).

(a) The Associate Assistant to the Administrator for Management has
authority to grant exceptions.

§208.220 Continuation of covered transactions.

(a) Notwithstanding the debarment, suspension, determination of
ineligibility, or voluntary exclusion of any person by an agency, agencies and
participants may continue covered transactions in existence at the time the
person was debarred, suspended, declared ineligible, or voluntarily excluded.
A decision as to the type of termination action, if any, to be taken should be

made only after thorough review to ensure the propriety of the proposed action.

(b) Agencies and participants shall not renew or extend covered
transactions (other than no-cost time extensions) with any person who is
debarred, suspended, ineligible, or voluntarily excluded, except as provided
in § 208.215,

(7) Other transactions where the application of these regulations would ‘
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§208.225 Failure to adhere to restrictions.

Except as permitted under §208.215 or §208.220 of these regulations, a
participant shall not knowingly do business under a covered transaction with a
person who is debarred or suspended, or with a person who is ineligible for or
voluntarily excluded from that covered transaction. Violation of this
restriction may result in disallowance of costs, annulment or termination of
award, issuance of a stop work order, debarment or suspension, or other
remedies, as appropriate. A participant may rely upon the certification of a
prospective participant in a lower tier covered transaction that it and its
principals are not debarred, suspended, ineligible, or voluntarily excluded
from the covered transaction (see Appendix B), unless it knows that the
certification is erroneous. An agency has the burden of proof that such
participant did knowingly do business with such a person.

Subpart C -- Debarment

§208.300 General.

The debarring official may debar a person for any of the causes in
§208.305, using procedures established in §§208.310 through 208.314., The
existence of a cause for debarment, however, does not necessarily require that
the person be debarred; the seriousness of the person's acts or omissions and
any mitigating factors shall be considered in making any debarment decision.

§208.305 Causes for debarment.

Debarment may be imposed in accordance with the provisions of §§208.300
through 208.314 for:

(a) Conviction of or civil judgment for:

(1) Commission of fraud or a criminal offense in connection with
obtaining, attempting to obtain, or performing a public or private agreement
or transaction;

(2) Violation of Federal or State antitrust statutes, including those
proscribing price fixing between competitors, allocation of customers between
competitors, and bid rigging;

(3) Commission of embezzlement, theft, forgery, bribery, falsification
or destruction of records, making false statements, receiving stolen property,
making false claims, or obstruction of justice; or

(4) Commission of any other offense indicating a lack of business
integrity or business honesty that seriously and directly affects the present
responsibility of a person.

(b} Violation of the terms of a public agreement or transaction so
serious as to affect the integrity of an agency program, such as:

(1) A willful failure to perform in accordance with the terms of one or
more public agreements or transactions;

(2) A history of failure to perform or of unsatisfactory performance of
one or more public agreements or transactions; or
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(3) A willful violation of a statutory or regulatory provision or
requirement applicable to a public agreement or transaction.

(c) Any of the following causes:

(1) A nonprocurement debarment by any Federal agency taken before
October 1, 1988, the effective date of these regulations, or a procurement
debarment by any Federal agency taken pursuant to 48 CFR Subpart 9.4;

(2) Knowingly doing business with a debarred, suspended, ineligible, or
voluntarily excluded person, in connection with a covered transaction, except
as permitted in §208.215 or §208.220;

(3) Failure to pay a single substantial debt, or a number of
outstanding debts (including disallowed costs and overpayments, but not
including sums owed the Federal Government under the Internal Revenue Code)
owed to any Federal agency or instrumentality, provided the debt is
uncontested by the debtor or, if contested, provided that the debtor's legal
and administrative remedies have been exhausted;

(4) Violation of a material provision of a voluntary exclusion
agreement entered into under §208.315 or of any settlement of a debarment or
suspension action; or

(5) Violation of any requirement of Subpart F of this part, relating to
providing a drug-free workplace, as set forth in §208.615 of this part.

(d) Any other cause of so serious or compelling a nature that it
affects the present responsibility of a person.

§208.310 Procedures.

AID shall process debarment actions as informally as practicable,
consistent with the principles of fundamental fairness, using the procedures
in §§ 208.311 through 208.314,

§208.311 Investigation and referral.

Information concerning the existence of a cause for debarment from any
source for debarment from any source shall be promptly reported, investigated,
and referred, when appropriate, to the debarring official for consideration.
After consideration, the debarring official may issue a notice of proposed
debarment.

§208.312 Notice of proposed debarment.
. A debarment proceeding shall be initiated by notice to the respondent
advising: '
(a) That debarment is being considered;
(b) Of the reasons for the proposed debarment in terms sufficient to
put the respondent on notice of the conduct or transaction(s) upon which it is
based;
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(c) Of the cause(s) relied upon under §208.305 for proposing debarment;

(d) Of the provisions of §208.311 through §208.314, and any other AID
procedures, if applicable, governing debarment decisionmaking; and

(e) Of the potential effect of a debarment.

§208.313 Opportunity to contest proposed debarment.

(a) Submission in opposition. Within 30 days after receipt of the
notice of proposed debarment, the respondent may submit, in person, in
writing, or through a representative, information and argument in opposition
to the proposed debarment.

(b) Additional proceedings as to disputed material facts. (1) 1In
actions not based upon a conviction or civil judgment, if the debarring
official finds that the respondent's submission in opposition raises a genuine
dispute over facts material to the proposed debarment, respondent(s) shall be
afforded an opportunity to appear with a representative, submit documentary
evidence, present witnesses, and confront any witness the agency presents.

(2) A transcribed record of any additional proceedings shall be made
available at cost to the respondent, upon request, unless the respondent and
the agency, by mutual agreement, waive the requirement for a transcript.

§208.314 Debarring official's decision.

(a) No additional proceedings necessary. In actions based upon a
conviction or civil judgment, or in which there is no genuine dispute over
material facts, the debarring official shall make a decision on the basis of
all the information in the administrative record, including any submission
made by the respondent. The decision shall be made within 45 days after
receipt of any information and argqument submitted by the respondent, unless
the debarring official extends this period for good cause.

(b) Additional proceedings necessary.

(1) In actions in which additional proceedings are necessary to
determine disputed material facts, written findings of fact shall be
prepared. The debarring official shall base the decision on the facts as
found, together with any information and argument submitted by the respondent
and any other information in the administrative record.

(2) The debarring official may refer disputed material facts to another
official for findings of fact. The debarring official may reject any such
findings, in whole or in part, only after specifically determining them to be
arbitrary and capricious or clearly erroneous.

(3) The debarring official's decision shall be made after the
conclusion of the proceedings with respect to disputed facts.

(c)(1) Standard of proof. In any debarment action, the cause for
debarment must be established by a preponderance of the evidence. Where the
proposed debarment is based upon a conviction or civil judgment, the standard
shall be deemed to have been met.

(2) Burden of proof. The burden of proof is on the agency proposing
debarment.
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(d) Notice of debarring official's decision. (1) If the debarring
official decides to impose debarment, the respondent shall be given prompt"
notice:

(i) Referring to the notice of proposed debarment;

(ii) Specifying the reasons for debarment;

(iii) Stating the period of debarment, including effective dates; and

(iv) Advising that the debarment is effective for covered transactions
throughout the executive branch of the Federal Government unless an agency
head or an authorized designee makes the determination referred to in §208.215.

(3) If the debarring official decides not to impose debarment, the
respondent shall be given prompt notice of that decision. A decision not to -
impose debarment shall be without prejudice to a subsequent 1mp051t10n of
debarment by any other agency. .

§208.315 :Settlement and voluntary exclusion.
(a) When in the best interest of the Government, AID may, at any tlme,
settle a debarment or suspension action.
(b) If a participant and the agency agree to a voluntary exclusion of
the participant, such voluntary exclusion shall be.entered on the
Nonprocurement List (see Subpart E). : '

§208.320 Period of debarment.

(a) Debarment shall be for a period commensurate with the seriousness -
of the cause(s). If a suspension precedes a debarment, the suspension period .
shall be considered in determining the debarment period.

(1) Debarment for causes other than those related to a violation of. the -
requirements of Subpart F of this part generally should not exceed three
years. Where circumstances warrant, a longer period of debarment may be
imposed.

(2) 1In the case of a debarment for a violation of the requirements of
Subpart F of this part (see 208.305(c)(5), the period of debarment shall not
exceed five years.

(b) The debarring official may extend an existing debarment for an ‘

additional period, if that official determines that an extension is necessary
to protect the public interest. However, a debarment may not be extended
solely on the basis of the facts and circumstances upon which the initial-
debarment action was based. If debarment for an additional period is
determined to be necessary, the procedures of §§208.311 through 314 shall be:
followed to extend the debarment.

(c) The respondent may request the debarring official to reverse the
debarment decision or to reduce the period or scope of debarment. Such a
request shall be in writing and supported by documentation. The debarring
official may grant such a request for reasons including, but not limited to:

(1) Newly discovered material evidence;

(2) Reversal of the conviction or civil judgment upon which the

debarment was based; .
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(3) Bona fide change in ownership or management;
(4) Elimination of other causes for which the debarment was imposed; or
(5) Other reasons the debarring official deems appropriate.

§208.325 Scope of debarment.

(a) Scope in general. (1) Debarment of a person under these
regulations constitutes debarment of all its divisions and other
organizational elements from all covered transactions, unless the debarment
decision is limited by its terms.to one or more specifically identified
individuals, divisions or other organizational elements or to specific types
of transactions.

(2) The debarment action may include any affiliate of the participant
that is specifically named and given notice of the proposed debarment and an
opportunity to respond [see §§208.311 through 208.314].

(b) Imputing conduct. For purposes of determining the scope of
debarment, conduct may be imputed as follows:

(1) Conduct imputed to participant. The fraudulent, criminal or other
seriously improper conduct of any officer, director, shareholder, partner,
employee, or other individual associated with a participant may be imputed to
the participant when the conduct occurred in connection with the individual's
performance of duties for or on behalf of the participant, or with the
participant's knowledge, approval, or acquiescence. The participant's
acceptance of the benefits derived from the conduct shall be evidence of such
knowledge, approval, or acquiescence.

(2) Conduct imputed to individuals associated with participant. The
fraudulent, criminal, or other seriously improper conduct of a participant may
be imputed to any officer, director, shareholder, partner, employee, or other
individual associated with the participant who participated in, knew of, or
had reason to know of the participant's conduct.

(3) Conduct of one participant imputed to other participants in a joint
venture. The fraudulent, criminal, or other seriously improper conduct of one
participant in a joint venture, grant pursuant to a joint application, or
similar arrangement may be imputed to other participants if the conduct
occurred for or on behalf of the joint venture, grant pursuant to a joint
application, or similar arrangement may be imputed to other participants if
the conduct occurred for or on behalf of the joint venture, grant pursuant to
a joint application, or similar arrangement or with the knowledge, approval,
or acquiescence of these participants. Acceptance of the benefits derived
from the conduct shall be evidence of such knowledge, approval, or
acquiescence.
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Subpart D -- Suspension

§208.400 General. '

(a) The suspending official may suspend a person for any of the causes
in §208.405 using procedures established in §§208.410 through 208.413,

(b) Suspension is a serious action to be imposed only when:

(1) There exists adequate evidence of one or more of the causes set out

in §208.405, and

(2) Immediate action is necessary to protect the public interest.

(c) In assessing the adequacy of the evidence, the agency should
consider how much information is available, how credible it is given the
circumstances, whether or not important allegations are corroborated, and what
inferences can reasonably be drawn as a result. This assessment should
include an examination of basic documents such as grants, cooperative
agreements, loan authorizations, and contracts.

 §208.405. Causes for suspension.
(a) Suspension may be imposed in accordance with the provisions of
§§208.400 through 208.413 upon adequate evidence:
(1) To suspect the commission of an offense listed in §208.305 (a); or
(2) That a cause for debarment under §208.305 may exist. ‘
(b) Indictment shall constitute adequate ev1dence for purposes of
suspension actions.

§208.410 Procedures.

(a) Investigation and referral. °
Information concerning the existence of.a cause for-suspension from any source.
shall be promptly reported, investigated, and referred, when appropriate, to
the suspending official for consideration., After consideration, the
suspending of ficial may issue a notice of suspension.

(b) Decisionmaking process. AID shall process suspension actions as
1nforma11y as pract1cab1e consistent with principles of fundamental fa1rness
using the procedures in §208.411 through §208.413. ,

§208.411 Notice of suspension.

When a respondent is suspended, notice shall immediately be given:

(a) That suspension has been imposed;

(b) That the suspension is based-on an 1nd1ctment conviction, or other
adequate evidence that the respondent has committed 1rregu1ar1t1es ser1ous]y
reflecting on the propriety of further Federal Government dealings with the
respondent;

(c) Describing any such irregularities in terms sufficient to put the
respondent on notice without disclosing the Federal Government's evidence;

(d) Of the cause(s) relied upon under §208.405 for imposing suspension;

(e) That the suspension is for a temporary period pending the
completion of an investigation or ensuing legal, debarment, or Program Fraud
Civil Remedies Act proceedings; .
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(f) Of the provisions of §208.411 through §208.413
and any other AID procedures, if app11cab1e governing suspension
decisionmaking;
and

(g) Of the effect of the suspension.

§208.412 Opportunity to contest suspension.

(a) Submission in opposition. Within 30 days after receipt of the
notice of suspension, the respondent may submit, in person, in writing, or
through a representative, information and argument in opposition to the
suspension, '

(b) Additional proceedings as to disputed material facts. (1) If the
suspending official finds that the respondent's submission in opposition
raises a genuine dispute over facts material to the suspension, respondent(s)
shall be afforded an opportunity to appear with a representative, submit
documentary evidence, present witnesses, and confront any witness the agency
presents, unless:

(i) The action is based on an indictment, conviction or civil judgment,
or ‘

(ii) A determination is made, on the basis of Department of Justice
advice, that the substantial interests of the Federal Government in pending or
contemplated legal proceedings based on the same facts as the suspension would
be prejudiced.

(2) A transcribed record of any additional proceedings shall be
prepared and made available at cost to the respondent, upon request, unless
the respondent and the agency, by mutual agreement, waive the requirement for
a transcript.

§208.413 Suspending official's decision.

The suspending official may modify or terminate the suspension (for
example, see §208.320(c) for reasons for reducing the period or scope of
debarment) or may leave it in force. However, a decision to modify or
terminate the suspension shall be without prejudice to the subsequent
imposition of suspension by any other agency or debarment by any agency. The
decision shall be rendered in accordance with the following provisions:

(a) No additional proceedings necessary. In actions: based on an
indictment, conviction, or civil judgment; in which there is no genuine
dispute over material facts; or in which additional preceedings to determine
disputed material facts have been denied on the basis of Department of Justice
advice, the suspending official shall make a decision on the basis of all the
information in the administrative record, including any submission made by the
respondent. The decision shall be made within 45 days after receipt of any
information and argument submitted by the respondent, unless the suspending
official extends this period for good cause.
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(b) Additional proceedings necessary. (1) 1In actions in which
additional proceedings are necessary to determine disputed material facts,
written findings of fact shall be prepared. The suspending official shall
base the decision on the facts as found, together with any information and
argument submitted by the respondent and any other information in the
administrative record.

(2) The suspending official may refer matters involving disputed
material facts to another official for findings of fact. The suspending
official may reject any such findings, in whole or in part, only after
specifically determining them to be arbitrary or capricious or clearly
erroneous. ’

(c) Notice of suspending official's decision. Prompt written notice of
the suspending official's decision shall be sent to the respondent. . -

§208.415 Period of suspension

(a) Suspension shall be for a temporary period pending the comp]et1on
of an investigation or ensuing legal, debarment, or Program Fraud Civil
Remedies Act proceedings, unless terminated sooner by the suspending official
or as provided in paragraph (b) of this section. '

(b) If legal or administrative proceedings are not initiated within 12
months after the date of the suspension notice, the suspension shall be
terminated unless an Assistant Attorney General or United States Attorney
requests its extension in writing, in which case it may be extended for an
additional six months. 1In no event may a suspension extend beyond 18 months,
unless such proceedings have been initiated within that period. ,

(c) The suspending official shall notify the Department of Justice of
an impending termination of a suspension, at least 30 days before the 12-month
period expires, to give that Department an opportunity to request an extension.

§208.420 Scope of suspension,

The scope of a suspension is the same as the scope of a debarment (see
§208.325), except that the procedures of §§208.410 through 208.413 shall be
used in imposing a suspension.

Subpart E -- Responsibilities of GSA, Agency and Participants

§208.500 GSA responsibilities.

(a) In accordance with the OMB guidelines, GSA shall compile, ma1nta1n
and distribute a 1ist of all persons who have been debarred, suspended, or
voluntarily excluded by agencies under Executive Order 12549 and these
regulations, and those who have been determined to be ineligible.

(b) At a minimum, this 1ist shall indicate:

(1) The names and addresses of all debarred, suspended, ineligible, and
voluntarily excluded persons, in alphabetical order, with cross-references
when more than one name is involved in a single action;
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(2) The type of action;

(3) The cause for the action;

(4) The scope of the action;

(5) Any termination date for each listing; and

(6) The agency and name and telephone number of the agency point of
contact for the action.

§208.505 AID responsibilities.

(a) The agency shall provide GSA with current information concerning
debarments, suspension, determinations of ineligibility, and voluntary
exclusions it has taken. Until February 18, 1989, the agency shall also
provide GSA and OMB with information concerning all transactions in which AID
has granted exceptions under §208.215 permitting participation by debarred,
suspended, or voluntarily excluded persons.

(b) Unless an alternative schedule is agreed to by GSA, the agency
shall advise GSA of the information set forth in §208.500(b) and of the
exceptions granted under §208.215 within five working days after taking such
actions.

(c) The agency shall direct inquiries concerning listed persons to the
agency that took the action.

(d) Agency officials shall check the Nonprocurement List before
entering covered transactions to determine whether a participant in a primary
transaction is debarred, suspended, ineligible, or voluntarily excluded.

(e) Agency officials shall check the Nonprocurement List before
approving principals or lower tier participants where agency approval of the
principal or lower tier participant is required under the terms of the
transaction, to determine whether such principals or participants are
debarred, suspended, ineligible, or voluntarily excluded.

§208.510 Participants' responsibilities.

(a) Certification by participants in primary covered transactions.
Each participant shall submit the certification in Appendix A to this Part for
it and its principals at the time the participant submits its proposal in
connection with a primary covered transaction, except that States need only
complete such certification as to their principals. Participants may decide
the method and frequency by which they determine the eligibility of their
principals. In addition, each participant may, but is not required to, check
the Nonprocurement List for its principals. Adverse information on the
certification will not necessarily result in denial of participation.
However, the certification, and any additional information pertaining to the
certification submitted by the participant, shall be considered in the
administration of covered transactions.

(b) Certification by participants in lower tier covered transactions.
(1) Each participant shall require participants in lower tier covered
transactions to include the certification in Appendix B to this Part for it
and its principals in any proposal submitted in connection with such lower
tier covered transactions.
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(2) A participant may rely upon the certification of a prospective
participant in a lower tier covered transaction that it and its principals are
not debarred, suspended, ineligible, or voluntarily excluded from the covered
transaction by any Federal agency, unless it knows that the certification is
erroneous. Participants may decide the method and frequency by which they
determine the eligibility of their principals. In addition, a participant
may, but is not required to, check the Nonprocurement List for its principals
and for participants.

(c) Changed circumstances regarding certification. A participant shall
provide immediate written notice to AID if at any time the participant learns
that its certification was erroneous when submitted or has become erroneous by
reason of changed circumstances. Participants in lower tier covered

transactions shall provide the same updated notice to the part1c1pant to wh1ch'-'

it submitted its proposals.
Subpart F -- Drug-Free Workplace Requirements (Grants) -

§208.600 Purpose.

(a) The purpose of this subpart is to carry out the Drug-Free Workplace
Act of 1988 by requiring that--

(1) A grantee, other than an individual, shall certify to the agency
that it will provide a drug-free workplace;

(2) A grantee who is an individual shall certify to the agency that, as
a condition of the grant, he or she will not engage in the unlawful
manufacture, distribution, dispensing, possession or use of a controlled
substance in conducting any activity with the grant.

(b) Requirements implementing the Drug-Free Workplace Act of 1988 for
contractors with the agency are found at 48 CFR Subparts 9.4, 23.5, and 52.2.

§208.605 Definitions,

(a) Except as amended in this section, the definitions of §208.105
apply to this subpart.

(b) For purposes of this subpart--

(1) "Controlled substance" means a controlled substance in schedules I
through V of section 202 of the Controlled Substances Act [21 U.S.C. 812], and
as further defined by regulation at 21 CFR 1300.11 through 1300.15.

(2) "Conviction" means a finding of guilt (including a plea of nolo
contendere) or imposition of sentence, or both, by any judicial body charged
with the responsibility to determine violations of the Federal or State
criminal drug statutes;

(3) "Criminal drug statute" means a Federal or non-Federal criminal
statute involving the manufacture, distribution, dispensing, use or possession
of any controlled substance;
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(4) "Drug-free workplace" means a site for the performance of work done
in connection with a specific grant at which employees of the grantee are
prohibited from engaging in the unlawful manufacture, distribution,
dispensing, possession or use of a controlled substance;

(5) "Employee" means the employee of a grantee directly engaged in the
performance of work pursuant to the provisions of the grant;

(6) "Federal agency" or "agency" means any United States executive
department, military department, government corporation, government controlled
corporation, any other establishment in the executive branch (including the
Executive Office of the President), or any independent regulatory agency;

(7) "Grant" means an award of financial assistance, including a
cooperative agreement, in the form of money, or property in lieu of money, by
a Federal agency directly to a grantee. The term grant includes block grant
and entitlement grant programs, whether or not exempted from coverage under
the grants management government-wide regulation ("Uniform Administrative
Requirements for Grants and Cooperative Agreements to State and Local
Governments"). The term does not include technical assistance which provides
services instead of money, or other assistance in the form of loans, loan
guarantees, interest subsidies, insurance, or direct appropriations; or any
veterans' benefits to individuals, i.e., any benefit to veterans, their
families, or survivors by virtue of the service of a veteran in the Armed
Forces of the United States;

(8) "Grantee" means a person who applies for or receives a grant
directly from a Federal agency;

(9) "Individual" means a natural person.

§208.610 Coverage.

(a) This subpart applies to any grantee of the agency.

(b) This subpart applies to any grant, except where application of this
subpart would be inconsistent with the international obligations of the United
States or the laws or regulations of a foreign government.

(c) The provisions of Subparts A, B, C, D, and E of this part apply to
matters covered by this subpart, except where specifically modified by this
subpart. In the event of any conflict between provisions of this subpart and
other provisions of this part, the provisions of this subpart are deemed to
control with respect to the implementation of drug-free workplace requirements
concerning grants.

§208.615 Grounds for suspension of payments, suspension or termination of
grants, or suspension or debarment.

A grantee shall be deemed in violation of the requirements of this
subpart if the agency head or his or her official designee determines, in
writing, that--




Page No. Effective Date | Trans. Memo. No.
12A-20. April 10, 1989 15:95 : AID HANDBOOK 15

(a) The grantee has made a false certification under §208.630;

(b) The grantee has violated the certification by failing to carry out
the requirements of subparagraphs (A)(a)-(g) of the certification for grantees
other than individuals [Alternate I to Appendix C] or by failing to carry out
the requirements of the certification for grantees who are individuals
[Alternate II to Appendix C]; or

(c) Such a number of employees of the grantee have been convicted of
violations of criminal drug statues for violations occurring in the workplace
as to indicate that the grantee has failed to make a good faith effort to
provide a drug-free workplace.

§208.620 Effect of violation.

(a) In the event of a violation of this subpart as provided in
§208.615, and in accordance with applicable law, the grantee shall be subject
to one or more of the following actions:

(1) Suspension of payments under the grant;

(2) Suspension or termination of the grant; and

(3) Suspension or debarment of the grantee under the provisions of this
part. ‘

(b) Upon issuance of any final decision under this part requiring
debarment of a grantee, the debarred grantee shall be ineligible for award of -
any grant from any Federal agency for a period specified in the decision, not
to exceed five years(see §208.320(a)(2) of this part).

§208.625 Exception provision.

The agency head may waive with respect to a particular grant, in .
writing, a suspension of payments under a grant, suspension or termination of
a grant, or suspension or debarment of a grantee if the agency head determines
that such a waiver would be in the public interest. This exception authority
cannot be delegated to any other official.

§208.630 Grantees' responsibilities.

(a) As a prior condition of being awarded a grant, each grantee shall
make the appropriate certification to the agency, as provided in Appendix C to
this part.

(b) Except as provided in this paragraph, a grantee shall make the
required certification for each grant. A grantee that is a State may elect to
submit an annual certification to each Federal agency from which it obtains
grants in lieu of certifications for each grant during the year covered by the
certification.

(c) Grantees are not required to provide a certification in order to
continue receiving funds under a grant awarded before the effective date of
this subpart or under a no-cost time extension of any grant.
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Appendix A -- Certification Regarding Debarment, Suspension, and Other
Responsibility Matters -- Primary Covered Transactions

Instructions for Certification

1. By signing and submitting this proposal, the prospective primary
participant is providing the certification set out below.

2. The inability of a person to provide the certification required
below will not necessarily result in denial of participation in this covered
transaction. The prospective participant shall submit an explanation of why
it cannot provide the certification set out below. The certification or
explanation will be considered in connection with the department or agency's
determination whether to enter into this transaction. However, failure of the
prospective primary participant to furnish a certification or an explanation
shall disqualify such person from participation in this transaction.

3. The certification in this clause is a material representation of
fact upon which reliance was placed when the department or agency determined
to enter into this transaction. If it is later determined that the
prospective primary participant knowingly rendered an erroneous certification,
in addition to other remedies available to the Federal Government, the
department or agency may terminate this transaction for cause or default.

4, The prospective primary participant shall provide immediate written
notice to the department or agency to whom this proposal is submitted if at
any time the prospective primary participant learns that its certification was
erroneous when submitted or has become erroneous by reason of changed
circumstances.

5. The terms "covered transaction," "debarred," "suspended,"
“ineligible," lower tier covered transaction," "participant," "person,"
"primary covered transaction," "principal," "proposal," and "voluntarily
excluded," as used in this clause, have the meanings set out in the
Definitions and Coverage sections of the rules implementing Executive Order
12549. You may contact the department or agency to which this proposal is
being submitted for assistance in obtaining a copy of those regulations.

6. The prospective primary participant agrees by submitting this
proposal that, should the proposed covered transaction be entered into, it
shall not knowingly enter into any lower tier covered transaction with a
person who is debarred, suspended, declared ineligible, or voluntarily
excluded from participation in this covered transaction, unless authorized by
the department or agency entering into this transaction.
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7. The prospective primary participant further agrees by submitting
this proposal that it will include the clause titled "Certification Regarding
Debarment, Suspension, Ineligibility and Voluntary Exclusion--Lower Tier
Covered Transaction," provided by the department or agency entering into this
covered transaction, without modification, in all lower tier covered
transactions and in all solicitations for lower tier covered transactions.

8. A participant in a covered transaction may rely upon a certification
of a prospective participant in a lower tier covered transaction that it is
not debarred, suspended, ineligible, or voluntarily excluded from the covered
transaction, unless it knows that the certification is erroneous. A
participant may decide the method and frequency by which it determines the
eligibility of its principals. Each participant may, but is not required to
check the Nonprocurement List.

9. Nothing contained in the foregoing shall be construed to require.
establishment of a system of records in order to render in good faith the -
certification required by this clause. The knowledge and information of a
participant is not required to exceed that which is normally possessed by a
prudent person in the ordinary course of business dealings.

10. Except for transactions authorized under paragraph 6 of these
instructions, if a participant in a covered transaction knowingly enters into
a lower tier covered transaction with a person who is suspended, debarred,
ineligible, or voluntarily excluded from participation in this transaction, in
addition to other remedies available to the Federal Government, the department
or agency may terminate this transaction for cause or default.

Certification Regarding Debarment, Suspension, and Qther Respons1b111ty
Matters--Primary Covered Transact1ons

(1) The prospective primary participant certifies to the best of its
knowledge and belief, that it and its principals:

(a) Are not presently debarred, suspended, proposed for debarment,
declared ineligible, or voluntarily excluded from covered transactions by any
Federal department or agency;

(b) Have not witnin a three-year period preceding this proposal been
convicted of or had a civil judgment rendered against them for commission of
fraud or a criminal offense in connection with obtaining, attempting to
obtain, or performing a public (Federal, State or local) transaction or
contract under a public transaction; violation of Federal or State antitrust
statutes or commission of embezzlement, theft, forgery, bribery, falsification
or destruction of records, making false statements, or receiving stolen
property;
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(c) Are not presently indicted for or otherwise criminally or civilly
charged by a governmental entity (Federal, State or local) with commission of
any of the offenses enumerated in paragraph (1)(b) of this certification; and

4 (d) Have not within a three-year period preceding this v
application/proposal had one or more public transactions (Federal, State or
local) terminated for cause or default.

(2) Where the prospective primary participant is unable to certify to
any of the statements in this certification, such prospective participant
shall attach an explanation to this proposal.

Appendix B--Certification Regarding Debarment, Suspension, Ineligibility and
Voluntary Exclusion--Lower Tier Covered Transactions o

Instructions for Certification

1. By signing and submitting this proposal, the prospective lower tier
participant is providing the certification set out below.

2. The certification in this clause is a material. representation of - -
fact upon which reliance was placed when this transaction was entered into.‘.
If it is Tater determined that the prospective lower tier participant
knowingly rendered an erroneous certification, in addition to other remedies
available to the Federal Government, the department or agency with which this
transaction originated may pursue available remedies, including suspension
and/or debarment.

3. The prospective lower tier participant shall provide immediate
written notice to the person to which this proposal is submitted if at any
time the prospective lower tier participant learns that its certification was
erroneous when submitted or has become erroneous by reason of changed
circumstances.

4. The terms "covered transaction," "debarred," "suspended,"
ineligible," lower tier covered transaction,”

“participant," "person," "primary covered transaction," "principal,
"proposal,” and "‘voluntarily excluded," as used in this clause, have the
meanings set out in the Definitions and Coverage sections of rules
implementing Executive Order 12549. You may contact the person to which this
proposal is submitted for assistance in obtaining a copy of those regulations.

5. The prospective lower tier participant agrees by submitting this
proposal that, should the proposed covered transaction be entered into, it
shall not knowingly enter into any lower tier covered transaction with a
person who is debarred, suspended, declared ineligible, or voluntarily
excluded from participation in this covered transaction, unless authorized by
the department or agency with which this transaction originated.

6. The prospective lower tier participant further agrees by submitting
this proposal that it will include this clause titled "Certification Regarding
Debarment, Suspension, Ineligibility and Voluntary Exclusion--Lower Tier
Covered Transaction," without modification, in all lower tier covered
transactions and in all solicitations for lower tier covered transactions.
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7. A participant in a covered transaction may rely upon a certification
of a prospective participant in a lower tier covered transaction that it is
not debarred, suspended, ineligible, or voluntarily excluded from the covered
transaction, un]ess it knows that the certification is erroneous. A .
participant may decide the method and frequency by which it determines the
eligibility of its principals. Each participant may, but is not required to,
check the Nonprocurement List.

8. Nothing contained in the foregoing shall be construed to require
establishment of a system of records in order to render in good faith the
certification required by this clause. The knowledge and information of a
participant is not required to exceed that which is normally possessed by a
prudent person in the ordinary course of business dealings.

9. Except for transactions authorized under paragraph 5 of these

instructions, if a participant in a covered transaction knowingly enters into =

a lower tier covered transaction with a person who is suspended, debarred,

ineligible, or voluntarily excluded from participation in this transaction, in

addition to other remedies available to the Federal: Government, the department
or agency with which this transaction originated may pursue ava11ab1e
remedies, including suspension and/or debarment. ;

Certification Regarding Debarment, Suspension, Ineligibility and Voluntary
Exclusion--Lower Tier Covered Transactions

(1) The prospective lower tier participant certifies, by submission of
this proposal, that neither it nor its principals is presently debarred,
suspended, proposed for debarment, declared ineligible, or voluntarily
excluded from participation in this transaction by any Federal department or
agency.

(2) Where the prospective lower tier participant is unable to certify
to any of the statements in this certification, such prospective participant
shall attach an explanation to this proposal.

Appendix C to Part 208 -- Certification Regarding Drug-Free Workplace
Requirements ,

Instructions for Certification

1. By signing and/or submitting this application or grant agreement,
the grantee is providing the certification set out below.

2. The certification set out below is a material representation of fact
upon which reliance was placed when the agency determined to award the grant.
If it is later determined that the grantee knowingly rendered a false
certification, or otherwise violates the requirements of the Drug-Free
Workplace Act, the agency, in addition to any other remedies available to the
Federal Government, may take action authorized under the Drug-Free Workplace
Act.
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3. For grantees other than individuals, Alternate I applies.
4. For grantees who are individuals, Alternate II applies.

Certification Regarding Drug-Free Workplace Requirements

Alternate I

A. The grantee certifies that it will provide a drug-free workplace by:

(a) Publishing a statement notifying employees that the unlawful
manufacture, distribution, dispensing, possession or use of a controlled
substance is prohibited in the grantee's workplace and specifying the actions
that will be taken against employees for violation of such prohibition:

(b) Establishing a drug-free awareness program to inform employees
about--

(1) The dangers of drug abuse in the workplace;

(2) The grantee's policy of maintaining a drug-free workplace;

(3) Any available drug counseling, rehabilitation, and employee
assistance programs; and

(4) The penalties that may be imposed upon employees for drug abuse
violations occurring in the workplace;

(c) Making it a requirement that each employee to be engaged in the
performance of the grant be given a copy of the statement required by
paragraph (a);

(d) Notifying the employee in the statement required by paragraph (a)
that, as a condition of employment under the grant, the employee will--

(1) Abide by the terms of the statement; and

(2) Notify the employer of any criminal drug statute conviction for a
violation occurring in the workplace no later than five days after such
conviction;

(e) Notifying the agency within ten days after receiving notice under
subparagraph (d)(2) from an employee or otherwise receiving actual notice of
such conviction;

(f) Taking one of the following actions, within 30 days of receiving
notice under subparagraph (d)(2), with respect to any employee who is so
convicted--

(1) Taking appropriate personnel action against such an employee, up to
and including termination; or ‘

(2) Requiring such employee to participate satisfactorily in a drug
abuse assistance or rehabilitation program approved for such purposes by a
Federal, State, or local health, 1aw enforcement, or other appropriate agency;

(g) Making a good faith effort to continue to maintain a drug-free
?o;kp1ace through implementation of paragraphs (a), (b), (c), (d), (e), and

f).
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B. The grantee shall insert in the space provided below the site(s) for
the performance of work done in connection with the specific grant:
Place of Performance (Street address, city, county, state, zip code)

Alternate II

The grantee certifies that, as a condition of the grant, he or she will
not engage in the unlawful manufacture, distribution, dispensing, possession
or use of a controlled substance in conducting any activity with the grant.




CHAPTER 13 - FINANCING OF LOCAL PRO-
CUREMENT OF COMMODITIES
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13A.

13B.

CHAPTER 13
FINANCING OF LOCAL PROCUREMENT OF

COMMODITTIES

Introduction

1. Local cost financing refers to the use of appropriated dollars to finance
procurement of goods and services in a cooperating country, paid for in Tocal
currency, for the purpose of carrying out AID projects in that country. AID's
policy statement on Tocal cost financing of commodities and services appears in
Chapter 18 of Handbook 1, Supplement B. This Chapter 13 discusses the
provisions dealing with commodities.

2. The local cost financing rules set out in this chapter do not apply to AID-
financed procurements of commodities which are imported specifically for a
project, even if payment is made with local currency. Such transactions are
governed by Chapter 3 of Handbook 11. Two categories of commodities may be
purchased Tocally in accordance with the rules in this chapter: (a) commodities
whose source and origin is the cooperating country (indigenous goods) and

(b) imported shelf items. The agreement which authorizes the financing of
commodities and commodity-related services will indicate whether Tocal procure-
ment is expected and will set a maximum dollar amount available under the
agreement for purchases in the cooperating country.

Eligibility of Commodities

1. General

Commodities which are eligible for procurement in the cooperating country may
be the same as those eligible for offshore financing, or local procurement
may be restricted to a separate group of commodities. The statutory
restrictions in Chapter 2, Section 2B, relating to the source of certain
commodities (e.g., motor vehicles, pharmaceuticals) are applicable to Tocal
cost financing. The policies on restricted and ineligible commodities set
forth in Chapter 2, Section 2C, also apply to local cost financing unless
specifically excepted in that section. The Commodity Eligibility Listing
(Appendix B of this Handbook) is not specifically appiicable to project
procurements, so goods normally ineligible for importing under the listing,
such as sand, gravel and limestone, may be eligible for local cost financing
if they are needed for the project.

2. Indigenous Goods

a. Indigenous goods are those that have been mined, grown, or produced
in the cooperating country through manufacture, processing, or assembly.
In the case of produced goods containing imported components, in order to
qualify as indigenous, a commercially recognized new commodity must result
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that is substantially different in basic characteristics or in purpose or

utility from its components. Such goods may be financed by AID up to the total
amount available for local procurement under the terms of the project loan/grant
agreement authorizing local cost financing.

b. Any imported component from a non-Free World country makes the
indigenous commodity ineligible for AID financing.

3. Imported Shelf Items

Imported shelf items are goods that are normally imported and kept in stock, in (:::)
the form in which imported, for sale to meet a general demand in the country

for the item. They are not goods which have been specifically imported for

use in an AID-financed project. Any imported component from a non-Free World

country makes the imported shelf item ineligible for AID-financing.

a. Shelf Items Imported from Code 941 Sources

Shelf items are eligible for local cost financing in unlimited quantities up
to the total amount available for local procurement under the terms of the
applicable project 1oan/grant agreement if they have their origin in a country
included in Code 941.

b. Shelf Items Imported from Other Free World Countries <:::)

Shelf items having their origin in any country included in Geographic Code 899
but not in Geographic Code 941 are eligible if the price of one unit does not
exceed $5,000. For goods sold by units of quantity, e.g., tons or barrels,
the unit to which the local currency equivalent of $5,000 is applied is that
which is customarily used in quoting prices. The total amount of imported
shelf item purchases from countries included in Code 899 but not in Code 941
may not exceed $25,000 or 10% of the total local costs financed by AID for the
project, whichever is higher; however, in no case may the total amount of

such purchases exceed $250,000 without first obtaining a specific geographic
source waiver. Procurements in excess of the limits specified in this
paragraph may be authorized only as source waivers in accordance with the
provisions and Timitations of Delegation of Authority No. 40 and any (:::)
redelegation thereunder.

c. Shelf Items Imported from Non-Free World Sources

Imported shelf items produced in or imported from countries not included in
Geographic Code 899 are ineligible for AID financing.

4. Goods Imported Specifically for a Project

A1l AID-financed goods imported specifically for a project are subject to the
relevant policies for dollar-financed procurement described in Chapter 2 of
this Handbook regardless of the currency in which payment is actually made. <:::>
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. Procurement Procedures

1. Goods Imported Specifically for a Project

AID-financed procurement by the Cooperating country of goods imported
specifically for a project is subject to Handbook 11, Chapter 3 regardless of
the currency used to make payment.

2. Indigenous Goods and Shelf Items

Procurement of indigenous goods and shelf items with AID-financed Tocal
currency is not subject to Handbook 11, Chapter 3. Procurement of such items
should be consistent with Tocal law and practice and must meet the following
price requirement;

a. The buyer shall pay no more than the Towest available price, including
transportation. The term "reasonable price" as used in project loan and grant
agreements means the price which satisfies this test.

b. The requirement that the buyer pay no more than the lowest available
price will be satisfied if the buyer has_followed sound procurement practice
and accepts the most advantageous offer,=/ price and other pertinent factors
considered such as quality of the goods and services, delivery time,
transportation costs, payment terms, availability of spare parts, installation
and repair services.

c. For procurement through formal competitive bidding, the lowest
responsive and responsible bid normally will be accepted as meaning the
Towest available price.

Currency of Payment

The assistance agreement or implementation lTetters provide-that costs of

local procurement will be met in local currency, except as otherwise determined
by AID. This ordinarily means that dollar funds under the loan/grant agreement
will be converted to local currency, at the most favorable legal rate, by the
U.S. Disbursing Officer (USDO) serving the area.

. Payment Methods -

The implementing documents will specify the applicable method for payment
of the cost of Tocal currency procurement. The usual methods for making
payment are:

1/ While in the case of sole source procurement competitive offers are
not required, some form of cost or price analysis should be used to
establish the reasonableness of price.
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1. Direct Reimbursement

The Borrower/Grantee (B/G) or its agent contracts for the items and pays for

them from its own resources. The B/G then prepares a Request for Reimbursement,
attaches the required documentation, and submits it to the USAID. The USAID then
reviews the documents and authorizes reimbursement to the B/G through the USDO.

2. Direct Payment

The supplier may be paid d1rect1y by AID on behalf of the B/G upon submission
of required documents. Payment is through the USDO.

3. Revolving Fund

The supplier may be paid by the B/G from a revolving fund established by AID.

Documentation

Claims for payment or reimbursement for local currency procurement should be
accompanied by the documents specified in this chapter and/or such other
documentation as may be specified in the implementing documents. All documents
should indicate the number of the AID project Toan/grant agreement under which
payment is sought. Following are the minimum documentation requirements.

1. Voucher SF 1034 is to be submitted in an original and three copies, prepared
by the B/G or its agent under the direct reimbursement payment method, or the
supplier under the direct payment method, in the total amount for which
reimbursement is requested.

2. Invoices - one original or a copy of a detailed invoice is to be submitted
showing quantity, description, and net sales price. Whenever possible, all
invoices for shelf item procurement should contain a statement of origin. For
the direct reimbursement payment method, the invoice shall be marked "paid"

by the supplier.

3. B/G's Certification for Reimbursement

When the B/G utilized its own resources to finance the transaction and requests
reimbursement from AID, the following certification, signed and dated by the
B/G, must accompany the required documentation: "Pursuant to Loan/Grant Agree-
ment No. , dated , the (name of B/G) hereby requests
reimbursement and certifies as follows:

a. The B/G has not heretofore applied for or received reimbursement for
costs of any of the items for which reimbursement is requested, and will not
obtain such reimbursement out of the proceeds of any other loan, credit, or grant
available to the B/G.

O

O

O
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b. Where, pursuant to a loan/grant agreement, some portion of the total payment
for the commodities is to be met from other than AID sources, the B/G certifies

that the total payment was $

borne by

, of which the sum of ¢

sy Was
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CHAPTER 14
SUSPENSTON OR TERMINATION OF A S.S I STANCE

(COMMODITIES)

Introduction

Circumstances may arise in relation to a particular cooperating country which
either make the attainment of assistance objectives improbable or make the
continuation of assistance contrary to U.S. policy. The purpose of this
chapter is to provide guidance with regard to commodities and commodity-related
services in the event AID assistance is suspended or terminated. This chapter
discusses the actions required to terminate AID agreements, vest title to
commodities ordered and in- transit, dispose of the commodities so vested, and
make settlements with suppliers, carriers, and insurers. A decision to
suspend or terminate assistance obviously will have many ramifications and
will require actions in a variety of areas outside the Timited scope of

this chapter. Also, since a suspension of assistance is, by its nature,

an extraordinary or unique event, reaction must be flexible and tailored to
the occasion. The guidance contained in this chapter is, therefore, not

to be considered as imposing restrictions on the use of other available
options.

Authority

1. Termination

AID project and nonproject assistance agreements provide for suspension

or termination of assistance under specified circumstances. While individual
assistance agreements will need to be consulted to verify the exact nature
of AID's rights to suspend or terminate assistance in particular cases, the
model Tanguage for Toan and grant agreements appears in Handbooks 3 -

Project Assistance, and 4 - Nonproject Assistance.

2. Vesting

a. Section 605 of the FAA states: _"Any commodities,.. procured to carry
out this Act shall be retained by, or upon reimbursement, transferred to,
and for the use of, such agency of the United States Government as the
President may determine in lieu of being disposed of to a foreign country
or international organization, whenever in the judgement of the President
the best interests of the Unted States will be served thereby or whenever
such retention is called for by concurrent resolution...."

b. The Administrator has been delegated authority to vest in AID the
title to AID-financed commodities.
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c. For programs subject to the provisions of AID Regulation 1 (Appendix A
of this Handbook), Sections 201.43, 201.44, 201.45, and 201.46 set forth
AID's rights and responsibilities with regard to diversion of shipments and
vesting of title.

d. In the case of projects, it is AID policy that contracts providing
for the procurement of equipment or materials, whether under a fixed-price
contract or otherwise, shall include a provision subjecting the contractor
or supplier to the diversion and vesting rights of AID specified in loan/
grant agreements, letters of implementation, or other related documents.
The standard language appears in Chapter 3 of Handbook 11.

3. Disposal

Section 605 of the FAA states: "...Any commodities...so retained may be
disposed of without regard to provisions of Taw relating to the disposal
of property owned by the United States Government, when necessary to prevent
spoilage or wastage of such commodities...or to conserve the usefulness there-
of...." The Administrator has the authority to dispose of Agency property
pursuant to this Section. The authority is further delegated in accordance
with Agency practice to other AID officials under Delegation of Authority 64
and redelegations thereunder. (See Handbook 5.) Before the Section 605
authority can be used, a determination must be made that it is necessary to
dispose of the retained property in order to prevent spoilage or wastage
or to conserve the property's usefulness. Once this determination is made,
it is passed on to the Office of Commodity Management (M/SER/COM) or any other
office that is made responsible for the specific disposal, for implementation.
Such a determination and appropriate delegations to the office which will be
responsible for disposal are required before disposal action may be initiated.

Termination and Vesting Actions

1. General

The type of action which is appropriate in order to control commodity movements
to the cooperating country will vary depending upon the speed and completeness
with which AID wishes to suspend or terminate assistance. At one extreme,

a gradual termination might be limited to restrictions on the issuance of

any new L/COM's or other implementing documents, thereby blocking new pro-
curement while permitting procurements already under way to be completed.

At the other extreme, the urgency of the situation might require diverting
commodities already enroute to the cooperating country. The measures taken
should be appropriate to AID's objectives in the suspension or termination

of assistance

2. Suggested Actions

Suggested below are actions to be taken or considered when the intent is
to cut off the movement of commodities to the cooperating country as completely
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and as swiftly as possible. If something less than a complete and immediate
cutoff is desired, the steps taken should be modified accordingly. The order
of the proposed actions is not necessarily intended to indicate priorities,
since the aim would be to do everything as soon as possible. A vesting order
by the Administrator must be issued before some of these actions may be under-
taken. A sample determination to vest is in Appendix I-1. The responsi-
bilities for the various actions will follow the functional responsibilities
of the AID offices involved, but in practice what is likely to emerge is a
team effort involving principally the O0ffices of the General Counsel, Commod-
ity Management, and Financial Management under the leadership of the pertinent
Geographic Bureau. If composed of persons with message clearance authority,
such a team has the added benefit of facilitating communications with the
USAID's involved. Appropriate actions include the following:

a. Identify the agreements under which commodities are being financed,
verify AID's precise suspension rights under each agreement, ascertain the
funds remaining available for commodities in each agreement, and determine
whether all or only some of the agreements are to be made subject to the
decision to suspend.

b. Take formal action to suspend or cancel commitment documents, and
give the Borrower/Grantee (B/G) prompt notice of this action.

c. Contact by telephone (confirming by telegram) U.S. banks holding
L/COM's and instruct them not to issue, advise, confirm, amend, extend or
review any letters of credit under designated L/COM's. Banks should also be
instructed to furnish M/SER/COM, by telephone (confirmed by telegram), the
balance available for cancellation in each L/COM. (See Appendix 12 for
a sample telegram.) If required, L/COM banks should be requested to furnish
copies of outstanding letters of credit.

d. Stop approving Commodity Approval Applications (form AID 11) under
designated assistance agreements. Use forms AID 11, as they are submitted,
as a method of identifying suppliers who hold outstanding contracts. Review
recently approved forms AID 11 to identify suppliers who may not yet have
made shipment.

e. Contact identified suppliers by telephone or telegram, informing
them that AID is considering invoking its rights under AID Regulation 1
(Sections 201.43 through 201.46) or corresponding rights appearing in con-
tracts under project assistance. (Sample telegram and letter appear in
Appendix I3). Suppliers should be requested to furnish M/SER/COM with a report
of the status of the commodities under each of their letters of credit.
They should be instructed, pending further advice from AID, to halt manufacture
of custom items, hold any finished items not yet in transit, and instruct
freight forwarders to hold goods in warehouses rather than permitting them
to be loaded on vessels.
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f. Consideration should be given to diversion of vessels carrying AID-
financed commodities to the cooperating country. AID's rights to require
diversion stems from the inclusion in charter parties, bills of lading, or other
ocean shipping documents of a diversion clause substantially similar to that
appearing in Section 201.43 of AID Regulation 1. Such clause is not routinely
put in shipping documents, but consideration should be given to including
it when the possible need to divert cargoes is anticipated. Even in the
absence of such a clause, carriers, particularly U.S. flag ships, may be
responsive to a diversion request from the U.S. Government. Vessels carrying
AID-financed commodities under charter terms can be identified readily, since
charters must be approved by M/SER/COM. Diversion of these cargoes is both
important and feasible. In the case of liner movements, an examination
of recent documents submitted by suppliers for payment might identify liners
still en route with AID-financed cargo. A more direct source of information
might be the shipping 1ines known to furnish liner service between the United
States or other eligible source countries and the cooperating country. A
decision to divert requires determination of an alternative destination. In
selecting an alternative destination, it is important to consider both the
disposition of the cargo and the availability of freight adjustment under
applicable tariffs. Diversion may be unnecessary where the cooperating country
is Tandlocked. The goods can be offloaded at the usual port and held there
pending disposition. (A sample telegram to carriers is included in Appendix I4.)

g. Instruct the USAID in the cooperating country to take action as appropriate ’
and feasible to suspend procurement under local contracts and to report to
AID/W on the status of such contracts with recommendations for further actions.
Request the USAID to furnish identification of and status report on USAID-
issued PIO/C's.

h. M/SER/COM should contact GSA, other U.S. agencies, and commercial
procurement agents that are procuring for B/G programs and instruct them to
suspend procurement actions to pass necessary instructions to suppliers and to
report to AID/W on the status of individual procurements.

i. The location and status of AID-financed excess property on order or
en route to the cooperating country will need to be determined by inquiries
to AID's Government Property Resources Division (COM/GPRD), the COM/GPRD
field offices, and the USAID and instructions given to suspend or divert shipments.

j. Special treatment may be necessary in connection with P.L. 480 and
voluntary agency shipments if humanitarian or other considerations make a full,
immediate cutoff of assistance impossible or undesirable. The Office of Food
for Peace will need to explore with the Department of Agriculture the feasi-
bility of suspending or terminating all or specific segments of programs
under its agreement with the B/G. Attention will also have to be given to
commodities being made available through the Food and Agriculture Organization
of the United Nations, voluntary foreign agencies, and Foreign Disaster
Assistance.
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14D. Disposition of AID-Vested Commodities

1. General

a. In a brief chapter such as this, no attempt can be made to anticipate
the many problems which will arise after the immediate objective of cutting
off the movement of commodities to the cooperating country has been achieved.
There will inevitably be problems of what to do with the commodities whose
movement was disrupted and what the financial settlements will be with parties
who have been injured by the overriding of contracts. In some cases, it may
prove to be in the interest of all concerned, including the U.S. Government,
to let some commodity movements resume after there has been an opportunity
to evaluate the consequences. Appropriate responses can be found only by
reviewing the actual situation.

b. The balance of this chapter and Appendix I contain guidance based upon
AID's experience gained during actual closeouts. The guidance is written
with the assumption that the Office of Commodity Management has been given the
responsibility for handling the disposal of vested commodities.

2. Commodity Inventories

The Office of Commodity Management must arrange to have inventories made and
reported as soon as possible so that the content of all shipments can be
examined in order to establish commodity descriptions, exact quantities, and
prices. Shipments in U.S. ports should be inventoried in the same manner as
those 3verseas. (See Appendix I-5 for example of a vested commodity record
sheet.

3. Commodity Categories

a. AID-vested commodities fall into three general categories:

(1) Commodities which must be disposed of expeditiously to prevent
wastage or spoilage or to conserve their usefulness,

(2) Domestic excess property, and
(3) Foreign excess property.

b. The distinction between foreign and domestic location has important
implications for disposition of the commodities. The General Services
Administration (GSA) has little, if any, interest in overseas property;
however, GSA has substantial interest in the way in which disposition is
made of AID-vested commodities located in the United States.

c. Commodities subjec