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FIELD MONETIZATION MANUATL,
PL,_ 480 a..d Section 416(b) Programs

I. Introduction

A. Definition

Monetization refers to the selling of agricultural commodities to
obtain local currency for use in U.S. assistance progranms. This
manual pertains to the monetization of Title IT and Section

416 (b) commodities by private voluntary organizations (PVOs) and
cooperatives -- hereinafter referred to as "Cooperating
Sponsors. "

Carefully designed monetization strategies can help improve the
offectivencse of voluntary efforts in developing countries.
Consecuently, ALL.D. encourages its Mission officers and U.S.
Embassy personnel to be receptive to monetizatioen proposals and
to assist in the planning and implementation of monetization
activities as appropriate.

B. Aathority

PVOs and cooperatives are allcwed to monetize U.S. agricultural
commodities under Title IT of the Agricultural Trade and
Development Assistance Act of 1954 (PL 480), as amended; and
Section 416(b) ot the Agricultural Act of 1949, as amended.
Amendments teo clarvify and alter the original monetization
provisions of rhese statutes were approved through the Food
Security Act of 193%, the International Security and Development
Cooperation Act of 198%, the Agricultural Aid and Trade Missions
Act of 1967, and the Agricultural Act of 1949 Awmendment sigred in
1988.

These amendments reflect key programmatic features of
monetization as follows:

- a minimum of 10 percent of the aggregate value of non-
emergency Title IT commodities (the so-called
"subminimum" tonnage) approved annually is to be made
available for monetization by PVOs and cooperatives;
similarly, a minimum of 10 percent of the aggregate
value of commodities furnished under Section 416 (b) for
carrying out Title 1T type programs is likewise to be
allocated each fiscal year:
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~ individual Title II or Section 416(b) programs may be
partially or fully monetized;

- sales proceeds can be used to (1) transport, store,
distribute, and ctherwise enhance the effectiveness of
the use of the donated commodities; and to (ii)
implement income genervating, communi ty development,
health, nutrition, cooperative development
agricultural programs, and othoer devel opment
activities.

The U.S. Covernrent communicated these and other provisions of
the amendments to overseas posts in April 1988 (Title I1 ~ see
Annex B) and July 1988 [Section 416(b) - see Annex E].

C. Purpose

The purpose of this manual is te facilitate the preparation of
monetization proposals. Tt should be usetul as well to all
organizations working and cooperating with PVOs and cooperatives
in the planning, implementation and monitoring of coummodity
monetization activities; and to A.I.D. Missions, Agricultural
Counselors/Attaches and U.S. Embassy personnel.

D. Scope

1. General

The manual addresses operational matters which are specific to
the monetization proposal; for example, commodity selection,

sales arrangements and local currency uses. It also describes
the Cooperating Spensor's accounting and reporting requirvements
and the review and approval process for monetirsation proposals.

2. Title IT and Scction 416 (b) Programs

The manuval applies to Title I1 and Section 416 (b) monetization
proposals only. Covernment ani Cooperating Sponsor participation
in Title I, Title III and Title IT Section 206 agovernment-to-
government sales programs and Levelopment Assistance activities
1s managed throudgh program develepment guidelines established for
these programs.

Cooperating Sponsors should be mindio! that the Title T1 progranm
is more stable and predictable then the Section 1416 (b) program.
This is largely because Title :I derives its financing from the
PL 480 appropriation account whereas the Section 416 (b) program
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iz dependent on residual excess stocks which may or may not be
available at any given time.

Title I1 commodities have been made available on a regular and
consistent basis since the program's incepticn in 19%4. This
supply stability is wmore amenable to multi-year planning and
regular commodity flow, enabling Cooperating Sponsors to improve
program implementation by making field preparations well in
advance of food shipment arvivals.

Seztion 416 () programs, on the other hand, make use of Commodity
Credit Corporation (CCC) residual excess stocks; such stocks vary
greatly and it is Administration policy to deplete these stocks.
The Secretary of Agriculture determines CCC stock availebilities
annually prior to the beginning of the fiscal year. This
commodity availability can change signiticantly from year to year
and even throughout a single year depending on the uses of CCC
stocks. Multi-year programming is authorized but annual
avallabilities under Section 416(b) are more erratic than those
under Title I1I.

3. Partial and Full Monetization Proposals

The manual is applicable to both partial and full monetization
proposals. Partial monetization proposals involve the sales of a
portion of the commodities requested to fund eligible program
costs (see Section 17T B). Partial monetization proposals should
be incerporated into the Cooperating Sponsors' Multi-Year
Overational Plan (MYOP) for Title II programs and into the Plan
of Operation (PO) for Section 416(b) activities. The MYQP and PO
are the basic documents which provide the backaround, rationale,
and justilication needed by Washinaton for program approval.

Full monetization proposals involve the sales of all requested
commodities te fund economic arnd other development activities.
These proposals, as weil as partial monetization proposals
supporting development activities in such areas as agricultural
production, micro-enterprise dev~lopment, health or nutrition,
will include technical and economic analyvses not usually included
in MYOPs and POs.

In most cases, A.l.D. has prepared policy papers and evaluation
reports related to the type of project activity that is being
considered for monetization. These may provide helpful

information in designing and implementing the project.
Cooperating Sponsors are encouraged to request such documents
through the UJSAID Mission or appropriate offices in
A.T.D./Washington, accordingly.

Full monetization proposals should follov the basic outline of
the MYOP cor PO incorporating additional inalyses, as appropriate.
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An illustrative outline for an MYOP or a PO with a monetization
proposal component is presented in Section III below.

E. Related Documents

This manual should be used in conjunction with the annexed
documents dealing with monetization policy and related management
issues. Annex A provides policy guidance for Title IT and
Section 416(b) monetization programs. Annexes B and E
communicate the most recent legislative provisions concerning
Title T1 and Section 416(b), respectively.  Annexes C and D
provide guidance for preparing the Title 1T Multi-Year Operation

Plan and Section 416(b) Plan of Operation, respectively. A.T.D.
Regulations #10 and #11 (Annexcs D and H) and A.T1.D. Handbook 9
(not armexed) provide extensive treatments of traditional food

program management issues.  Annex J provides a useful quide to
satisfying Bellmen Determination requirements regarding food aid
disincentives and stoiage. OMB Circular A-122 (Annex K) provides
helpful cost principles tor non-profit organizations to consult
in developing program budgets.

IT. Proposal Development

A. Cooperating Sponsor Eligibility

All Private Voluntary Organizations and Cooperatives approved by
A.I.D. as "Cooperating Sponsors" for participation in Title II
and Section 416(b) prograns are eligible to carry out
monetization. Approval as a Cooperating Sponsor involves
registering with the Ageiicy for International Development under
A.T.D. Regulation 3, 22 CFR Part 203. Organizations with
questions on registration should contact:

Registration Office

Office of Private and Vo! .ntary Ccoperation

Bureau for Food for Peace and Voluntary Assistance
Agency for International Development

Washington, D.C. 20523 - 0808

B. Documentation And Timing

1. Title TI Monetization Proposals

Cooperating Sponsors should submit multi-year, non-emergency
Title II monetization proposals to A.I.D. as a part of the Multi-
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Year Operational Plan (MYOP) or its Update. MYOPs are submitted
and updated each Aprili with the Annual Estimate of Requirements
(AER) report. The A¥R must also show the requested quantity of
commodities to be monetized. This information is listed under
the "Cther" cateqgory of the AER report format, speciiving
"Monetization" as the vrogram.

Although it is prefeorable that one-year, non-emergency Title IT
proposals for funding in the next fiscal year also be included in
the April MYOP or its Update, proposals for current year funding
must be submitted no later than April 15th of the current fiscal
year. lFor example, a proposal for PY 1989 funaing may be
submitted atter the April 1%, 1988 submission date but no later
than April 1%, 1989. The April 1%, 1989 date must be met to
allow sufficient time tor A.1.D. /Washington and the Development
Coordination Committee (DCCY Working Group to review each
proposal, and for USDA to purchase the commodity. For proposals
submitted in the current fiscal year for current fiscal year
funding, USDA must have all orders for processed commodities,
including requests for bagged whole grains, in the Kansas City
Commodity Office by June 15th. Orders for hulk srains mist be
received by August 1st.

2. Section 416(b) Monetization Proposals

Cooperating Sponsors should incorporate a request for
monetization under Section 416(b) in its Plan of Operation (PO)
or Update. The scheduling of Section 416(b) monetization
proposals should be the same as for Title II proposals. This is
liecessary to facilitate program processing and commodity
shipments.

3. Emergency Monetization Proposals

Emergency monetization proposals, either Title II or Section
416 (b), may be submitted at any time during a fiscal year. The
Cooperating Svonsor should include, to the extent possible, the
same information for an emergency monetization proposal as that
called for 1in a non-emergency proposal.

ITI. Meonetization Proposal

The monetization proposal is incorporated as a component of the
Title 1T Multi-Year Operational Plan (MYOP) or the Section 416 (b)
Plan cf Operation (0) (see MYOP or PO illustrative outline
below). Annexes ¢ and D provide guidance on preparing the MYOP
and PO. vespectively. The MYOP and the PO provide a
comprehensive description and analysis of the Cooperating
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Illustrative Outline
Title II Multi-Year Operational Plan

or
Section 4l6(b) Plan of Operation

I. Executive Summary
IT. Program Goals
III. Program Description

A. Problem Statement
B. Program Objectives
C. Target Population
D. Intervention Description

1. Ration Compozition
2. Complementary Program Components and Inputs
3. Intervention Strategy

E. Linkage with Other Development Activities
F. Monitoring and Evaluation Plan
G Phaseover/Phaseout Plan

1v. Financial Plan

V. Logistics Plan

VI. Food Distribution Monitoring Plan
VII. Disincentives Analysis

VIII. Monetization Proposal

. Suwmmary

Uses of Sale Proceeds

Justification for Commodity Monetization
Commodity Selection

Sales Arrangement

Budget

Shipping, Port Handling, Duties and Taxes
donitoring and Evaluation

T amMmooQm >

ANNZXES: {(as appropriate)
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Sponsor's proposed programs, including program goals, objectives,
and intervention strategies.

The monetization proposal forms the last section of the MYOP or
PO and basically answers the following three guestions: What are
the planned uses of the proceeds? Why is food monetization being
proposed? and How will the sale of the commoditics be carrvied
out? A monetization proposal will be reviewed first, in terms of
the potential for developrnent impact, and second, in terms of how
well 1t adheres to the technical principles presented in this
manual.

The discussion of monetization should be integrated into other
sections of the MYOP and PO, as appropriate; -- for example, in
the "Program Description” and "Financial Plan" sections. Where
this occurs, reference should be made to that part of the
"Monetization Prcposal'" section where the topic may be treated in
more detail.

A. Summary

The summary should provide a two or three paragraph description
of the monetization proposal. It shcoculd succinctly answer the
three questions: Wwhat are the planned uses of the proceeds? Why
is food wonectization being proposed?; and How will the sale of
the commodities be carried out? The description should also
include the quantity and estimated U.S. dollar value of the
commoditics requested, the proposed delivery schedule, the
estimated amount ot local curvrency in U.S. dollar eqguivalent, and
the specilic uses of the sales proceeds generated.

If che monetization request accompanies a program proposal which
is not submitted with the MYOP or PO, the Cooperating Sponsor
must provide a full description of the program. The description
will follow the outline for the MYOP or PO, including a
description of the problem to be resolved, goals and objectives,
etc.

B. Uses of Sales Proceeds

Tnco Cooperating Sponsor should describe the specific uses of the
local currency generated and how they relate to the goals and
objectives of the Cooperating Sponsor's overall program. Local
currency can be used to transport, store, distribute or otherwise
enhance the offectiveness of the use of the commodities; and to
implement income generating, community development, health,
nutrition, cooperative development, agricultural programs, and
other development activities. Annexes A, B and E provide further
guidance on eligible uses.
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C. Justification for Comnodity Monetization

This section in the proposal should explain the Cooperating
Sponsor's review of alternative socurces of financing including
information on why such sources are inadequate, unavailable or
lnappropriate to meet projected program requirements.
Alternative sources ol funding include the host government,
recipient contributions, private donations, U.S. Development
Assistance funds, U.S, Economic support Fund (ESF) dollars or
local currencies, and Title T and Title 1717 counterpart funds
(sco Annew Ad .

The benetits of financing the program through monetization as
oppoced to other forms of financing should be discussed,
particulariy when a 100 percent monetization activity is being
proposed.  Jor example, reference might be made to using the
commoditics to help meet a food deficit, or to help stabilize
local food prices which have become excessivel v high due to
shortages, while generating local currency to help pay the costs
of development activitics that do not reguire dollar financi ng.

When funding shortfalls are antic ipated {or ongoing programs, the
proposal should discuss the underlying causes of the shortfall ;
for exampie: "the dollar has fallen against the CFA franc by xx
percent in the past twelve months"; "revenue f{rom recipient
contributicns has declined by xx percent in the past two years";
"contributions have become unreliable"; or "there has been a xx
percent rise in in-country transportation costs this current
vear."

Where funding is required to expand programs, the discussion
should cross refererce the previous section of the MYOP in which
reasons for the program expansion have been discussed. The
Cooperating Sponsor should ewplain here that the expansion is at
the direct request of the U.S. Government, if such is the case.

D. Comniodity Selection

Cooperating Sponsors may seek the advice of the USAID Mission
and/or the Embassy's Agricultural Counselor/Attache or Economic
Officer in choosing the commodity, determining the price and
sales mechanism, and providing information to comply with the
Bellmor Determination and UMR requirements. Cooperating sSponsors
may also confer with representatives of U.S. agricultural
mavketing organizations or with the appropriate recipiert country
agricultural marketing board and/or host country private
businesses and associations to help determine the suitability of
the commodity, price and sales mechanism selected.
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1. Proposed Commodity
The Cooperating sponscr should indicate the commodity proposed to

be monetized, the market value of the commodity, and the
estimated amount of local currency which will result from

monetization. The commodity selected should have a strong local
demand and add to the net availability of commodities in deficit.
Commodity selection should take into wccount local commodity

preferences which can vary by area and variety of commodity. For
example, red sorghum may be acceptable in one area whereas white
may be preferrvaed in other areas in the same country.

Alternate commodities should be Jisted in case supplies of the
selected commodity is determined inappropriate by the DCC or
unavailable by USDA.

2. Commodity Availability

a. Title TI Availabilities

The Secretary of Agrlculturo determines PL 480 commodity
availabilities annually prior to October 1. 1In addition, A.I.D.
sends PL 480 projected commodity availability informatlon to
USAID Missions annually through its guidance messages for
preparing the Annual Estimate of Requirements {(AER) report and
the Annual Budget Submission (ABS). The AER message is usually
sent in March followed by the AES message in April. 1n addition,
ad hoc updates are transmitted if significant changes in
availability or prices occur during the year. A.I.D.
communicates these data to Cooperating Sponsor Headquarters as
well. Cooperating Sponsor: in the field should therefore consult
the USAID Mission or their headquarters office for the most
current information.

b. Section 416(b) Availabilities

The Secretary of Agrlculture determines Section 416 (b)
availabilities annually prlov to the beginning of the fiscal
year. This availability is revised periodically to reflect ccCC
stock changes. A.I1.D. advises the field and PVO headquarters of
availabilities upon receipt of this information from USDA.

3. Commodity Specifications
This section of the monetization proposali should provide a

precise listing of commodity specifications in accordance with
USDA-determined Title II availabilities. Commodity
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specifications for Section 416 (b) commodities are not possible
since CCC will supply what is in stock.

Specitications for Title T1 commodities are needed to forestall
time-consuming requests for claritication. TFor example, a
request for wheat should specity the class and protein content.
The grade necd not be specified as standard grades are already
established ftor Title [1 commodities. For wheat and sorghunm,
Grade No.2 1¢ the standard. The standard for corn is No. 2
except for “"corn brokens and foreign materials" which 1s No. 3.
The standard for rice with 20 percent brokens is No. 5.

The Cooperating Sponsor should also consult the prospective
purchaszer(s) to insure the appropriateness of the commodity.

If the Cooperating Sponsor wishes to request a commodity which
does not contora to the standard specifications, the proposal
should so state and should describe the deviation. Requests for
higher grades or levels of protein should be specified so that
the DCC can decide carly in the review process whether or not to
support the purchase cf a commodity that might have a higher
cost.

Two guides published by USDA's Federal Grain Inspection Service,
"United States Standards for Rice" and "United States Standards
for Grains'" provide the type of information required. These
guldes should be available from the Agricultural
Counselor/Attache or can be requested from the following address:

United States Dept. of Agriculture
Printing and Distribution Branch
Room 110, iaderal Buillding
Hyattsvilla, MD 20782

A.I.D.'s recently revise "Commodity Refe:snce Cuide" can also be
helpful. This guide should be available . the USAID Mission or
can be requested from the tollowing addres.:

Office of Policy, Program and Management
Bureau for Food for Peace and Voluntary
Assistance

Agency for International Devel»pment
Washington, D.C. 20523 - 0806
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4. Bellmon Determination Analysis

Section 401(b) of PIL 480 requires that before PL 480 fcod aid can
be supplied, the Secretary of Agriculture must determine that:

1) adequate storage facilities are available in the
recipient country at the time of exportation of the
commodity to preveant the spoilage or waste of the
commodity, and

2) the distribution of the commoditics in the recipient
country will not result in a substantial disincentive
to or interference with domestic production or
marketing in that country.

The Cooperating sSponcsor should include assurances that adequate
storage will be available end should submit Gata to show that the
importation of the desired commodities will not result in o
substantial disincentive to domestic food production or
marketing. ‘Tho USAID Mission must review and concur in this
information. Annex J provides a useful guide on how to prepare a
dis.ncentive analysis.  The analysis should be done in
coliaboration with USALID Mission personnel .

A key factor in the disincentive analysis is the volume or
tonnage of food aid relative to total national consumption of the
same or substitute commodities. As the proportion reaches the
10% range, the potential for disincentive effects escalates. In
most programs incorporating monetization, the commodity tonnage
comprises a small perceniage of total national domestic
consumption, usually less than 2%. An aggregate level analysis,
however, might reveal that total tonnage from all food assistance
sources could affect local proeduction efforts. TIn such cases,
monetizaticn would not be advisal le.

Other important considerations are the markets - urban or rural -
into which the commodities are sold and the timing of the sale.
In rural markets, the extent of commercializ=d food marketing may
be limited suggesting that relatively small quantities of
monetized commodities can significantly impact on local
production and marketing incentives. The possibility of this
occurring is heightened if the food aid is sold near harvest
time. Careful attention should be paid to these considerations.

USAID Missions normally carry out aggregate-level analyses in
preparing proposals for Title I, Title ITITI, and Title II Section
205 programs. Consequently, Cooperating Sponsors should consult
with USAID offices about the total level of food aid expected to
be imported. It may also be necessary, in certain countries, to
confer with the USAID Mission about other issues which could
affect the disincentive analysis, such as the degree of
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difference between official versus free market prices, and the
price elasticities of demand and supply.

5. Usual Marketing Requirements (UMR) Analysis

The Usual Marketing Requirements (UMR) provision of PL 480
requires the President to assure that PL 480 and Section 416(b)
sales programs do not unduly disrupt world commodity prices or
normal patterns of commercial trade between the importing country
and other f{riendly countries. For Section 416(b) proposals,
assurances must be given that the commodities will be additional
to any currcent PL 480 assistance.

The UMR represents the minimum quantity of a commodity that the
importing country must purchase commercially to maintain the U.S.
and friendly countries' exports to the importing country.
Normally, it is an average of the importing country's commercial
imports of a commodity over the last five years of existing
import data. The UMR may be reduced, increased or waived
depending on trends in commercial imports and economic conditions
of the recipient country (see Handbook $, Annex B).

USDA is responsible for calculating the UMR and determining if
the proposed sale of Title 1I or Section 416(b) commodities
should he reviewed by the FAO Consultative Subcommittee on
Surpluc Disposal (CSD). The CSD is a con.ultative forum
established by the FAO in 1954 to monitor the trade effects of
the flow of food aid from supplying to recipient countries on a
continuing basis. The membership includes the major exporting
and importing countries of basic food commodities and meets
ronthly in Washington D.C. Although USDA calculates the UME,
poth USDA and the Department of State represent the U.S. on the
CSD. The Department of State is responsible for bilateral
consultations; normally, 10 working days are ailowed for these
consultations.

The Cooperating Sponsor should collaborate with the USAID Mission
and country or regional U.S. Agricultural Counselor/Attache to
recommend to USDA whether or not a UMR analysis and consultation
with the CSD is necessary. The monetization proposal must
include certification by the USAID Mission that:

a. the volume of the commodity to be sold represents such
a small percentage of imports that no analysis is
needed; or

b. the volume to be sold warrants an analysis; a
preliminary UMR analysis has been completed; and the
intended tonnage t»n be sold does not threaten normal
patterns of trade; or
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c. the volume to be sold warrants an analysis; a
preliminary UMR analysis has been completed; and USDA
should review the analysis to determine if the intended
tcennage should be subject to consultation before the
CsD.

If a preliminary analysis has been prepared, it should be
included in the monetization proposal. Where there is more than
one monetization project, the analysis should be applied to the
aggregate levels to be monetized for all projects.

E. Sales Arrangements

The commodities to be monetized may be sold to private firms,
quasi-government entities or governnent agencies. The
Cooperating Spon=or should indicate in the proposal whether the
commodities will be sold through open competition or direct
negotiation. 1In the ¢ase of open bidding, which is the preferred
route, sponsors uniamiliar with formal bidding procedures should
request ascistance from their headquacters or the USATID Mission.

In situations requiring Jdirect negotiations, the Cooperating
sponsor should identify the prospective purchaser(s) and explain
why there is good reason to believe that full local market value
will be obtained from the commecdity sale. "he explanation should
include commentary on the purchaser's pricing policy and
performance on other imported food sales programs.

1. Setting the Sales Price

The Cooperating Sponsor should attempt to set a sa.es price which
represents the fair market value of the commodity and does not
depress the price of locally produced commodities or undercut
normal commercial practices. Ideally, the local currency yield*
from monetization will cover the U. S. narket value of the
commodities, insurance costs and ocean-freight costs; i.e., the
c.i.f. costs, after allowance has beern made for local handling
charges and other costs incurred by the Cocperating Sponsor in
connection with the sale. In general, the highest price possible
should be sought.

At a minimum, proceeds from the monetization will be the local
currency edquivalent of the f.a.s. dollar value of the

* Using the exchange value not less favorable than the highest
race legally obtainable in the importing country for similar
conmodities.
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commodity.* 1In cases where it appears that the sales price may
be as low as the f.a.s. value, the Cooperating Sponsor should
request a quotation from A.1.D.'s Office of Food for Peace to

insure that the t.a.s. price will be met. Requests for
quotations should be addressed to:

Program Operations Division

Office of Food for Peace

Bureau for l'ood for Peace and Voluntary Assistance
Agency for International Development

Washington, D.C. 20523 - 0809

To determine the fair market value, several actions are
advisable:

a. World market, international commodity agreement and
local market prices should be reviewed and documented
as a first step. This would answer the question, "What
would a prospective purchaser have to pay for a
commodity it it were not available for purchase through
the Cooperating Sponsor?"

b. In most cascs, the critical price determinant will be
the local market grotation. Several entities might be
consulted for this information including private food
importers, processo:s and distributors, the Ministry of
Agriculture, the Agricultural Marketing Board, the U.S.
Agriculture Counselor/Attache or the USAID Mission.

c. It is particularly useful to have detailed discussions
wih the U.S. Agriculture Counselor/Attache, who should
be well informed about agricultural supply and demand,
imports and ewports and commodity prices. USAID and
World Bank agricultural economists in the country could
also be helptul.

d. The pricing procedures used in determining the fair
market value should be documented at all stages of
negotiations and made a permanent part of the project
file.

* f.a.s.: "free along side" costs reflects all costs incurred
prior to loading the commodity on ship for export frum the U.S.
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2. Negotiating the Sales

a. Open Bidding

In open market ecconomies, an open bidding process generally
yields the highest sales return. The Cooperating Sponsor should
place advertisements in the local media announcing the expected
arrival of commodities and inviting price tenders. 'The
advertisement should include a tull description of the
conmodities, a "{loor" sales price, terms of payment, the
deadline for bid acceptance and the date, place and time of bid
opening. The Cooperating Sponsor should circulate a copy of the
advertisement to volume suppliers to assure maximum participation
in tne bidding process,

The sealed bids should be opened and reod publicly at the time
and place specitied.  USALID Mission personnel should aztend the
bid opening it they deem thelr attendance to be advisalle. The
Cooperating sponsor would then enter into a sales agreement with
the highest bidder, notify unsuccesstul bidders by letter, and
return late bids unoponed.

. Direct Negotiation

In controlled or less competitive economies, Cooperating Sponsors
usually negotiate commodity sales with a sole governmental,
parastatal, or private purchasecr. In these situations, skillirul
negotiations are requirea to arrive at a suitable sales price.
This is especially true when commodity sale prices are kept below
world market prices through price contirols, government subsidies
or over-valued exchange rates.

The work done in preparing the Title 11 MYOP or Section 416(b) PO
will provide the Cooperating Sponsor with an assessment of local
prices. Having concluded, at that earlier stage, that chances
are favorable tor reaching an acceptable agreement on sales
price, the Sponsor can move into the final round of negotiations
with some degree of confidence even in a controlled economy
situation.

Success in final negotiations will depend on the Cooperating
Sponsor's technical knowledge ard negotiating attitude. The
Sponsor is cautioned not to appear too eager. There must be
expressed intention from the outset, to terminate the negotiating
process 1f a significant impasse is reached. For this reason
commodity "calls forward" should not be issued and cannot be
approved by USAID Missions until sales agrecements have been
negotiated. Cooperating Sponsors also retain the option to
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cancel their AER requests even after these have been approved by
the DCC. Nothing could be more ccmforting to a prospective
purchaser -- and more detrimental to the Cooperating Sponsor's
negotiating position ~-- than to learn that a food shipment has
been put on the high seas while sales negotiations are still
underwvay.

In short, a good working krnowledge ot food commodity pricing and
handling issues is critical during sales agreement negotiations,
as is the confidentiality of information. Cooperating Sponsors
who do not have such expertise on their staff should consider
engaging short-term consultants to assist during sales
negotiations.

3. Drafting the Sales-Agreement

The Cooperating Sponsor's in-country director is responsinsle for
ensuring comprehensive preparatior of all documentation and legal
review of the sales contract. Although sales agreements may
vary according to country situations, the following essential
provisions must be included:

-— full commod.ty specifications and tonnage.
-- agreed total sales price.

== how and when payment(s) will be made, amount (s) of
payment, and &« guarantee that payment will take place.

—- statement of purchaser's capability to take delivery,
properly store and successfully market the commodities
in-country.

== stipulation that purchaser will not export commodities
or products thereot.

-— agreement by purchaser, having accepted the commodities
when discharged at the port of entry, not to raise
claims, thereafter, about "the wholesomeness or
fitness" of the commodities.

Additional provi:ions, sach as confirmation that import and sale
will be exempt from duties and taxes, that the government will
not permit tho re-export of commodities or products thereof, and
that Bellmon Determination and UMR requirements will be met, may
be included in the sales agreement in the event a government
entity is the purchaser or otherwise signs the sales agreement.
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4. Changes in Sale Price

If the Coop=rating Sponsor should want to change the sales price
of the food from that originally approved in the MYOP, requests
must be submitted to the USAID Mission. The USAID Mission may
approve price changes up to the point where the price still
generates local currency equivalant to the f.a.s. U.S. dollar
value of the food (see section 1T1.E.1. for the address of the
A.1.D. office that can provide the {.a.s. value). Requests for
price reductions below the f.a.s. nrice must be approved by the
Development Coordination Committee (DCC) in Washington.

5. Tmplementation Schedule

The timing of the sale of the commodities to be monetized should
be carefully planned to assure that the local currency will be
generated when needed. The monetization proposal should
therefore include an inmplementatiun schedule such as the one
illustrated below that recognizes the time required for key
actions to be taken in the monetization approval process.

L DATE e ACTION R

X/ XX Cooperating Sponsor submits proposal to
Cooperating Sponsor's Headquarters and A.I.D./W.

X/ XX Cooperating Sponsor's Headquarters and DCC approve
proposal.

X/XX Cooperating Sponsor advertises sale of commodity
in local new media and mails IFB to major
potential purchasers.

X/ XX Cooperating sSponsor awards purchase contract to
winning bidder and requests Cooperating Sponsor's
Headquarters to issue call lorward.

X/ XX Cooperating Sponsor's Headquarters issues call
forward.

X/ XX Commodity arrives; shipper signs Bill of Lading

over to purchaser; and purchaser deposits payment
into Cooperating Sponsor's bank account.
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F. Sales Proceeds Deposit

" Bank Account

The Ccoperating Sponsor must open » separate, interest-bearing
account at a local bkank to receive the proceeds from the sale

of Title 11 or section 416(b) commodities. As a general rule,
when more than one Cooperating Sponsor participates in  a
combined wmonctization program, separate accounts should be
established for ecach sponsor.  However, this is not mandatory if
the operational details of o combined account can pe worked out.
To determine the most appropriate arrangement, the Cooperating
sponsor should consult the USALD Controller, or when there is no
USATD Missilon, the ALi.D. Representative or the Babassy. A
separate account tor cach Cooperating Sponsor is preferred as the
sponsor will be able to idantify, in reports to A.I.D., specific
uses made of the generated proceecds. Records from the account
will also tacilitate requived audit reviews.

2.  Payment Terms

Sales agrecments should stipulate that the full amountl/ of local
currency specified in the agreement will be transferred to the
Cocperating Sponsor's account as soon as title to the commodities
has been turned over to the purchaser. The simplest way to
effect this i1s to have the purchaser open an irrevocable local
letter of credit with a local bank which specifies that the full
sum of the agreed purchase value will be transferred by the
purchaser to the looperating Sponsor upon receipt of a
bill-of-lading2/ and a copy of the survey-discharge-outturn
report. This irrevocable local letter of credit should be opened
by the purchaser at the time that the sales agreement is reached
and betore the call forward is issued.

At times, particularly when dealing with governmental agencies,
the Cooperating Sponsor may be asked to settle for partial
payment at the time of delivery with ramaining amounts coming in
at intervals. This procedure should be resisted and agreed to

1/ The awmcunt transferred will be minus the value of any
commodities lost or declared unfit during the discharge survey.

2/ The Bill of Lading is a receipt for the commodities loaded on
beard a =ship in the U.S. and signed by the ship's waster or other
duly authorirzed person. This document subsequently passes from
one participant in the transaction to another, and is used by the
importer to claim the commodities upon their arrival in the
recipient country.
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only when it is so firmly entrenched in local practice that
insistence by the Cooperating Sponsor on full payment is
unreasonable. Agreeing to these terms should be avoided pecause
the Cooperating Sponsor loses nearly all leverage for prompt
pavment once commodities have been turned over to the purchaser
fer sale.

G. Budget

1. Budget Plan

Estimated annual receipts and expenditures of monetization
proceeds generated over the life of the project should be
presented here. The budget should show the major categories of
expenditures and reflect the phaseover /phaseout feature of the
program, as applicable. EBExpenditures should be made in
accordance with OMB Circular A-122 - %“Cost Principles for Non-
Profit Oraanizations” (cee Annex K).

The USAID Micoion should approve the line item budget as a part
of its proposal review. Once approved by the USAID Mission and
the DCC, the budget s valid until expended in accordance with
the approved budget. Substantial deviations from any line item
in the approved budget of more than 15% of any line item must be
approved in advance by an exchange of letters between the
Cooperating Sponsor and the USAID Mission or Diplomatic Post.

2. Unforeseen Surnluses and Shortfalls of Funds

Unforeseen surpluses or shortfalls of funds may occur during the
implementation of the monetization program for a variety of
reasons. When surpluses occur, as might result when the
Cocperating Sponsor negotiates a sales price that is higher than
that projected in the MYOP or PO, surplus funds should be taken
into account in submitting a follow-on proposal. If the
Cooperating Sponsor does not plan to subnit a follow-on proposal,
the funds may be used as mutually agreed between the Cooperating
Sponsor and the USAID Mission for eligible uses described in
Section 11T B.

When a deficit results, due to perhaps an unanticipated increase
in the rate of inflation or a devaluation, a revised proposal
should be submitted which requests a sufficient level of
commodities for menetization to compensate for the shortfall (see
Section TT1 ¢ "Justification for Commodity Monetization") or
reduces the proposial's budget and outputs. T1{ the Cooperating
Sponsor does not plan to submit a follow-on proposal, as in the
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case of phasing cut of a program, the Cooperating Sponsor should
consider an accel=rated phaseout of the program.

3. Operating Reserve

Cooperating Sponsors may include a 5% operating reserve as a
"Miscellaneous" line item in program budgets to wmeet unforeseen
expenditures.

4. Interest Farnings and Endowments

The Cooperating Sponsor should deposit sala2s proceeds into
interest-bearing accounts. Interest earned must be applied
immediately to the budget in the monetization line items. The
monetization budget plan should include estimates and uses of
expected interest earning, particularly for large projects where
interest earnings could be sizable.

Endowments are sometimes proposed whereby the sales proceeds are
deposited into an interest-bearing account and only the interest
earned on the sales proceeds is used to fund the Cooperating
Sponsor's activities. U.S. Government policy requires that the
sales proceeds as well as the interest earned be used to meet the
objectives of the program. Endowments are therefore not
permitted.

5. Capital Purchases

Monetization funds may be used to purchase capital equipment such
as vehicles, warehouse equipment, etc. as long as such purchases
are directly linked to achieving the objectives of the progranm,
including facilitating the distribution of food, if applicable;
and are consistent with the principles in OMB Circular A-122 (see
Annex K). Capital purchases must receive advance approval by the
USAID Mission and procurement procedires must be used that are
compatible with U.S. Government policy.

The budget soction should justify why it is more economical to
purchase the capital equipment rather than to procure it through
alternative means such as leasing or sub-contracting.
Cannibalization of existing equipment should also be considered.
Proposals should include an inventory of existing capital
equipment which is the sawe or similar to that being proposed,
and a determination that needs can not be mot through
cannibalizing the existing stock.

Title to capital equipment must be clearly established to avoid
future problems regarding ownership. Assuming ownership is
established with the Cooperating Sponsor, the Cooperating Sponsor
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may dispose of the equipment as directed by the USAID Mission in
the event the project activity terminates or is transferred to a
local institution.

6. Operating Costs

a. Title IT

Title II sales proceeds may be used by the Coopesrating Sponsor to
cover in-country overhead, operating, administrative or personnel
costs incurred in implementing developmental activities
authorized under Section 207(c) of the PL 480 Act !see Section
IIT B "Uses of Sales Proceeds" above). Operating costs should be
specifically identified in the budget.

b. Section 416 (b)

Section 416 (b) (7) of the Agricultural Act of 1949 prohibits the
use of sales proceeds to meet operating or overhead expeiises
except for:

1) the operating and overhead expenses of
intergovernmental agencies and organizations insofar as
they are consistent with the normal programming
procedures in the distribution of commodities by those
agencies or organizations; and

2) the personnel and administrative costs incurred by
local cooperatives.

H. Shipping, Port Handling, Duties and Taxes

Monetization proposals must contain the full name and address of
the purchaser, the desired delivery schedule and port of entry as
well as any special shipping or port-handling instructions.
Particular attention must be paid to identifying special shipping
instructions of the receiving country such as fumigation
requirements. Propcsals for land-locked countries must indicate
that the services of a freight-forwarder will be arranged by the
Cooperating Sponsor to arrange inland transportation. Proposals
must describe these proposed arrangements, including costs, as
fully as possible.

1. Call Forward

At least three to four months before the desired delivery time --
but not before signing the sales agreement -- the Cooperating
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Sponsor Headgquarters may issue a "call forward" for the approved
commodities for sale in the Title II MYOP. Tor Title II
commodities, the Cooparating Sponsor's field office first submits
a memorandum requesting the call forward to the appropriite USAID
office for clearance. The Cooperating Sponsor then subnits a
reqrest to its headquarters office to submit CCC Form 183 to
A.L.D. for processing. (A sample Form 183 is included as Annes.
F.) After clearing the call forward request, the USATD Mission
should 1lso cable the call rorward details to A.T.DO/W for FFP
and pass to USDA/ASCS/KCCO.

Cooperating sponsors should specify schedul ng and shipping
arrarjements for Section 4le(b) commodities in the Foreign
Donation Aqgreement which they enter into with the CCC and A.I.D.
after receiving CCC approval for monetization. (A sample format
of a Foreign Denation Agreemeont iz included in Annow .) The
purchase or supply (rom inventory of the requested commodities
shall be initiated upon receipt of the signed agreement by
USDA/ASCH S RCCO.

Title 11 calls forward should be timed such that the commodities
will arrive at an appropriate time in the local market crop
cycle. Arrivals around harvest time should be avoided if
possible.

The U.S. Government will consider a one-time call forward for
multi-yvear program implementation involving relatively small
guantities of commodities on a case-by-case basis. Factors such
as the amount of commodities requested, projected commodity
avallabilities, and the number of vears covered by the call
forward will influence the decision. Proceeds generated from a
one-time sale must be deposited in an interest-bearing account
and all interest as well as principal must be applied to
suppcorting program ohjectives.

When requesting a call torward for multi-year funding,
Cooperating Sponsors should be mindful o7 the local inflation
rate and its potential effect on che prices of the goods or
services that will be bought with the saies proceeds in future
years. Similarly, consideration should be given to the
possibility of a devaluation of the host country’s currency and
how it might affect the future purchasing power of the sales
proceeds.

2. Transfer of Title to Cooperating Sponsor

Title to the commodities for monetization generally passes to the
Cooperating Sponsor at the time and place of delivery f.a.s. at
U.S. ports. The Cooperating Sponsor is reimbursed by USDA/cCCC
for U.S. port handling and trans-oceanic costs.
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Cooperating Sponsors are responsible for all arrangements in
connection witi: the receipt, storage and maintenance of the
commodities for monetization from the time of delivery at the
U.S. port to the time of delivery to the purchaser. This
includes transportation of the commodities overland o
land~locked countries. 7The Cooperating Sponsor must arvange to
have an independent surveyor attend the d ischarge of the
commoditiecs (see Section 6 below), and may at its option, engageo
an independent survevor to supervise clearance and del ivery of
the cargo from customs or port areas to the purchaser and to
issue appropriate delivery survey roports he Cooperating
Sponsor's commodily monitoring responsibilities cease once the
full amount of the agreed purchase price has been deposited into
the Cooperating Sponsor's local currency monetization account and
title to the commodities has passed to purchasers or other third
parties.

3. Advance Notification

At the time of export of commodities from the U.S. port, the
freight forwarder is required to send copies of the ocean bill of
lading to the Cooperating Sponsor, A.T.D. and USDA "by airmail or
the fastest means available in sufficient time to advise of the
arrival of the shipment." Cooperating Sponsor Headquarters
customarily cable advice of actual export to their field offices.
This information should ~lso be passed to the purchaser to
facilitate logistics planning.

4. Shipping Time

The type and quantity of commodity requested will determine the
lenath of time it takes for a shipment to arrive after a call
forwvard has been received. Commodities ir CCC stocks are usually
delivered to the recipient country's port in 3-4 months after the
approved call forward is received in Washington, D.C. Processed
commodities or special containers/packaging may require time.

5. Markings

Packaged PL 480 commodities for monetization will arrive in
country with the following information as "abbreviated markings":
description of contunts, net weight, and A.I.D. contract number.
The phrase "not tc be sold or exchanged" will not appear. The
in-country purchaser may subsequently re-package or label, at
their own cost, without restriction by A.1.D. or the Cooperating
Sponsor. Special orders for markings on packaged commodities
prior to shipment from the U.S. can usually be arranged to avoid
re-packaging or re-labeling upon arrival in the recipient
country.
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6. Cargo Discharge and Survey

The Cooperating Sponsor should arrange for an independent cargo
surveyor to attend the discharge ot the cargo, count or weigh the
commodities, examine their condition and suggest the proubable
cause of any damage noted. Whenever possible, the cargo survey
should be carvied out in the presence of the Ccoperating Sponsor
representative and, 1if the purchaser is to take delivery at the
port, a surveyor representinag the prospective purchaser -- with
all three parties signing thoe survey report.

Claims ror any ocean carrier loss or damage are prepared by the
Cooperating Sponser in accordance with A.T.D. Regulations 10
(Section 216.10) and 11 (Section 211.9) rfor Section 416(b) and
Title I1 commodities, respecively. Claims shculd be forwarded
to the CCC along with copies of all reports and documents
relating to the discharge of the coumodities for monetization.

7.  Sinoping Losses

If substantial losses or commodity damages occur during shipping
through no fault of the Tooperating Sponsor or the purchaser of
the commodity, the U.S. Government will attempt, at the request
of the Cooperating Sponsor, to replenish the lost commodity.
Requests ftor replenishment are submitted through the USAID
Mission.

8. Duties and Taxes

Title II commodities provided for direct feeding programs are
customarily exempt from duties and taxes of the recipient country
based on the rationale that they represent U.S. charitable
contributions of food to he used for f-ee distribution programs
with humanitarian objectives. 1In the case of mconetization
whereby the food is sold in the commercial market, this same
rationale is less appropriate unless, perhaps, the proceeds are
to be used for costs which directly support the feeding programs.
Title Il and Section 416(bh) commodities imported for monetization
may therefore be taxed by the host covernment, even though
taxation is clearly prohibited by Regulations 10 and 11 for
commodities imported for distribution through direct feeding
programs. However, Cooperating Sponsors may have already
negotiated bilateral agreements with host governments which
permit the taw-free import (or sale) of commodities. If not,
although not required, Cooperating Sponsors may atterpt to do so.

It is important for the Cooperating Spconsor to estabiish at the
time it is preparing the monetization pioposal whether or not it
will have tax exempt status. If taxes must be paid, the
Cooperating Sponsor can adjust commodity requirements
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accordingly. Otherwise, if it is learned that taxes must be paid
after the proposal is approved, fewer funds would be available
for project uses.

Even where the Cooperating Sponsor negotiates tax exempt status,
the prices at which the Cooperating Spensor sells the commodities
to the purchaser should reflect prices that would be obtained in
a commercial transaction; i.e., it would include the costs of
duties and tawes. Thus, the amounts normally paid for duties and
taxes accrue lor the benefit of tte Cooperating Sponsor's
program.

I. Monitoring and Fvaluation

The Cooperating Snonsor should describe how it will monitor and
evaluate the monetization program to insure that the monetized
proceeds will be used for the approved purposes. This should be
done in the "Monitoring and Evaluation" section of the MYOP or PO
(see illustrative cutline above) or in the Monetization Proposal
section. The discussion should describe a nonitoring system
including the collection, analysis and utilization of
information, particularly as it relates to the progres
indicators which have been established to measure program
success. [t should also indicate that sufficient statf and
budgetary resources will be allocated to support monitering and
evaluation activities.

The evaluaticn plan should include a description of information
to be collected for the purposes of assessing program operations
and impact, including the impact of the commodities monetized on
the local market; and a schedule of planned evaluations and
"Interim Reviews" (see "Reporting'" section below).

Iv. Accounting and Reporting Requirements

A. Record~Keeping

The Cooperating Sponsor must maintain records and documents for
three years from the close ol the U.S. fiscal year to which they
pertain. These records should accurately reflect all
transactions pertaining to commodity receipt, storage,
inspection, sales and disbursement of sales proceeds as well as
irnterest earncd and other income generated by the operation of
the approved program. Sponsors must agree to assist U.S.
Government vepresentatives, at any reasonable time, in examining
these records and documents for conformity with U.S. Government
guidelines on food monetization.
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B. Internal Reviews

Cooperating Sponsors should schedule internal reviews of Title ITI
and Section 416(bh) monetization programs at intervals mutually
agreed to between the Sponsor and the USATID Mission or Diplomatic
Post. These should be scheduled at least once a year for multi-
year programs.  Reports of the reviews should be sent to the
Cooperating Sponsor's Headquarters and to FVA/FFP and its
respective regional bureau by the USAID Mission before submitting
future commodity requests. The reviews sheould examine the
effectiveness of management systems and p ocedures that have been
established to meet the terms and conditi ns of the progranm
agreement.,

C. Audits

Even though management responsibility for Title II and Section
416 (b) monetization programs rests with Cooperating Sponsors,
A.I.D. and its Office of the Inspector General reserve the right
to conduct a financial audit or independent review of these

programs from time to time. These reviews examine the operation,
management, and eflfectiveness of the program as well as its
financial inteqrity. Cooperating Sponsors also should afford to

A.I.D. and its authorized representatives reasonable access to
inspect program operations as well as review books and records.

D. Reporting

1. Annual Reports to Congress on Title II and Section
416 (b) Local Currency Usage

The President must submit annual reports to the Congress on the
uses of local currencies generated under Title II and Section

416 (b) sales programs. USDA/FAS, assisted by FVA/TFP/PCD,
prepares the annual reports on the previous year's activities for
submission to Congress by February 15th.

To meet this reporting requirement, as well as to strengthen the
monitoring of local currency program activities, Cooperating
Sponsors will submit an annual repcrt through the USAID Mission
to FVA/FFP/IPCD not later than December 31st. FEach report must
include the following information:

a. The gquantity of commodities approved for sale
in the fiscal year just ended;
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b. The amount of funds (including dollar equivalents
for foreign currencies) generated or expected to
be generated from the sale of commedities received
in the fiscal vear just ended;

c. The amount of local currency proceeds that were
disbursed in the fiscal year just ended and the
percentage of the quantity of all comnodities
approved under Title I1 and Section 4116 (b)
programs such disbursements represented;

d. How the local currencies generated by monetization
were used in the fiscal year just ended;

e. The best estimate of the amount of local currency
proceeds that will be used in the current fiscal
year and the next fiscal year; and the percentage
that these estimated sales represent of the
quantity of all commodicvies approved under Title
IT and Section 416(b) for each of these fiscal
vyears; and

f. The program impact of the monetization and uses of
local currencies during the fiscal year just
ended.

2. PL 480 Title II Annual Progress Report

The PL 480 Title II Annual Progress Report due April 15th each
year provides a comprehensive review of the Cooperating Sponsor's
program activities over the past year. That portion of the
Annual Progress Report which discusses monetization calls for the
following information: how the food was sold: the price (local
currency and dollar equivalent) received for the commodities; and
how the local currencies were used. Information on the
preparation of the Annual Progress Report is presented in State
094167 dated 3/26/88 (See Annex T1).

Because similav information is required for the Annual Report to
Congress due December 31st (see discussion above) and the Annual
Progress Report due April 15th, the latter requirement may be met
by updating the December 31st report. Alternatively, the
Cooperating Sponsor may use the December 31st data as the basis
for the April 15th reporting if updating the December 31st data
proves to pe too burdensome.
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3. Multi-Year Operational Plan Update

The annnal progress report to the USALID Mission and AID/W
covering the receipt, sales and disbursement of sales proceeds on
all monetization activities under Title II and Section 416 (b)
programs 1s submitted in conjunction with the MYOP up-date which
shculd contain the following information:

a. Recelpts of each conmodity by type and tonnage,
including the name of each vessel, discharge port
and date of discharge.

b. Quantities cf each type of commodity damaged or
declared unfit.

c. Status of claims for commodity losses both
resclved and unresolved.

d. Tonnage and sales price for commodities sold.

e. Date of salc(s) and amount of local currency
deposited to date in Cooperating Sponsors
"monetization" account by the purchasers and
amount =f interest accrued by the account.

f. Disbursements from the monetization account
accerding to approved budget expenditure category
(e.g., storage costs, tool purchases, etc.).

9. FRuowledge ol any disincentive or incentive to
local production/marketing or any disruption of
U.S./other international commercial sales or
support caused by the monetization exercise.

V. Review and Approval of Monetization Proposals

A. Role of USAID Missions

1. Multi-Year Operational Plan and Plan of Operation

The USAID Mission reviews the monetization proposal within the
context of the MYOP or PO and submits comments and
recommendations on the proposal to A.I.D./Washington. A key
lssue to be addressed is the extent to which the MYOP or PO
reinforce or complement priorities outlined in the USAID Country
Development Strategy Statement (CDSS), Action Plan and the Annual
Budget Submission (ABS).
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Fvidence is sought of the Cooperating Sponsor's effectiveness in
using food or the local currency generated by food monetization
to reet longer term development objectives -- e.qg., child
survival, agricultural infrastructure development, nutritional
improvenent -- without overlooking the immed ate needs of the
hungry. The USAID Mission should pay particular attention to how
well the propesal defines a development problem, sets a realistic
objective {or an action program, and defines how progress will be
neasured against current conditions.

MYOPs and POs should contain clear-cut c¢riteria for measuring the
progress of assisted groups and justification for local
management and funding. USAID Missions also review the previous
year's Title 11 Annual Progress Report to evaluate program
effectiveness. (See Annexes C and D for more detailed guidance
on USALID MYOP and PO Reviews.)

2. Monetization Proposal

With respect to the monetization component of the MYOP and the
PO, USAID 1s required to comment on the adequacy of the
sales-price and locval currency provisions. The USATID Mission
must also examine the accuracy of statements related to storage
facilities and disincentive issues in keeping with the Bellmon
Determination which must be nade by the Secretary of Agriculture.
Assurance must be given that the volume of food sales requested
will not present storage problems or cause substantial
disincentive eftects on the production and marketing of local
commoditics. The USAID must also ewamine the UMR issue, in
accordance with para 211.5, j, of A.I1.D. Regulation 11, to
determine whether a UMR analysis is needed.

jefore the monetization proposal is forwarded to Washington for
A.1.D./W and DCC approval, the USAID office must verify budget
estimates contained in the proposal and be satisfied that the
Cooperating Sponsor has an acceptable in-country financial
accountability system in place.

B. Role of A.1.D./Washington

The USAID Mission or Embassy submits all Title II and Section

416 (b) monetization proposals, with its' ccmments and
recommendations, to FVA/FFP and USDA/FAS. The Cooperating
Sponsor Field kRepresentative concurrently submits the proposal to
its! Headguarters for approval. Upon receipt of tle Cooperating
sponsor's Headquarters' endorsement, FVA/FFP will Ltog all Title
Il and section 116(b) requests and forward them to divisions
within FVA/FFP responsible tor that specific courtry for action.
Title I1 and Section 416(b) proposals not submitted via cables
should be torwarded to FVA/FFP in original and three copies.
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FVA/FFP 1s responsible for securing approval from appropriate
regional and central bureaus within A.l1.D./Washington and placing
programs before DCC members tor final review and approval.
section 416(b) Foreign Donation Agreements must be developed in
final form and submitted to USDA for approval and signing by
usha,/Cccc.

C. Role of the Development Coordination Committee (DCC)

In Washington, U.S. Title 10 and Section 4lo(b) food assistance
programs arc coordinated by the interagency Development
Coordination Committec (DCC), chaired by the Administrator of
A.T.D. The DCC allocates and manages food assistance through its
Food Ald Sub-Committee chaired by USDA; the Title 1 interagency
Working Group is chairea by USDA and the Title 11 interagency
Working Group is chaired by A.T.D.'s Food for Peace Oftfice which
reviews and evaluates Title 11 and Section 416 (b)) issues
including monetization proposais for conformity with current
regulations and quidelines.

The Title 11 Working Group, which normally meets bi-weekly,
includes representatives from the Departments of Agriculture
(USDA) , State, and Treasury and the Office of Management and
Budget (OMB) . In reviewing proposals, the State Department is
particularly concerned about the foreign policy implications of
the proposed monctization, and the displacement of commercial
exports to the recipient country, and disincentive effects on
local agricultural production and marketing. USDA examines
commodity and marketing consequences of monetization; Treasury,
fiscal and monetary implications of monetization; and OMB, the
impact on U.S. budget goals. 1In its secretariat role, A.I.D.
asslsts the Working Group in examining the economic development
objectives of MYOPs as well as any overriding humanitarian
CONCeTrns.

The Working Group tends to concentrate on the following issues:
the effect of food donations on local production/marketing
systems and on opportunities fcr commercial marketing; the extent
of host government and Cooperating Sponsor use of their own
resources to meet MYOP recuirements; the soundness of the
monetization strategy; and the intended uses of monetized
proceeds.

The Working Group will provide a decision on a complete proposal
within 45 working days after receipt by A.I.D./Washington. The
response will detail the reasons for approval or denial of the
proposal. 1f the proposal is denied, the response will specify
the conditions that would need to be met, if any, for the
proposal to be approved.
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The 45-working day period will begin when the new or amended MYOP
or PO has becn received in Washington along with the Cooperating
Sponsor's approval and the USAID Mission's comments and
recommendations.  The requirement will be satisfied when A.1.D.
sends a letter to the Cooperating Sponsor's Headquarters, stating
approval or disapproval of program; or if and when A.[.D.
recelves a written request from the Coopearating Sponsor to
terminate or suspend the approval process.
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SULJECT; REVIGED POLICY GUINELINES FUR HOUETI2ATION OF
FRCJECT L CIA0- Al AVOLUNTARY ALENCY AND COIPIRATIIE
FRUJECTS)

RES: STATE 132404

GUIDEL IHES COXTAIMED REITEL {AVE BEEN
15 FOLLOW

| CRIGHHA-
FEMISED TC CORRLCT ERROR: AND NAME SHANLE

COTRECTIDN = TH[- FOURTH PARAGHAPH UNUER D NSES OF | OCA
CUFRENCIES SHOU-L READ A3 FOLIOVS, QUOYE (SICYI00 t16
tH) PROKIEITS USE OF PHOCELUS FOR JPLRATIIG WND OVIRHEA)
EXFENSES F5 RE-LVANTD HEKE, CXCERT FOI PERIOUNEL iND
ADHINISTRETIVE COSTS OF LOCA- COQECRATIVES. ] UNGIOIL,
KOIE THAT THE WORD EACCLFT VAS INADJERTAMICY DROPIEDN

THI LAST <INE (H PARAGIAPH 8.3, EXFIT<ED ALTCRNALIVE
RLLOURCES WHICH FEADS GUOTE MON-U. 5.u. COITHIBUTIONS TO
A FVO OR COOPERATIVE PHOJECT LHOULD CONSTITIIE Al LEAST
1y PERCEN) OF PHOJECT COSTS UNQUGTE WAS BLEN DELLTID;

IHESE GRANGES HAVE BEEN [NCORIORATED IM TAE FO-LOWING
REVISED TLAT

A, INTRODUCT I ON

MOKETIZAT ION HEANWS SELL ING A PPORTION OF THE COMMIDITIES
GRANTED FCR PROJECT FOOD AID UNDER TITLE (1 OF P L. 488
OR SECTION 410 ) OF THE AGRICULTURAL ACT OI 1941, AS
ANEXDED. LOCAL CURRENCIES GENERATLD BY Tl SALE ARE
USED 10 FUND ACTIVITIES == 0.1., INTERMA- TKANSPOR! OR
QTHER AMCILLARY [INPUTS == W ICH SUPPORT THE OBJELTIVES
OF THE FOOD AID PROJECT, TWIL FO-1CY GUIOAICF PLRIAINS
10 PROJECTS ADHINISILRLO BY PRIVATE VOLUNIAKY AGCNCIES
v0S! OR COOPERATIVES

CURREMT-Y, LEGISLATION RANDATIS THAT AY LUANT S PERCENT
OF THE AGUREGAT, YARULUE OF PHOJECT 100D AL IE MONEVILED
OCR TIT-1 11, & PERGEMY 15 In BE HONLTI2:D THROUGH

PYC5; FOK SECTICN AL6 (R}, s PERCEMT 1S 10 Bt MONENIZED
THEQUGH VOS5 AN COOCEHATINES. )  THE PRESUMEIION |5 THA!

UNGLASS [FTED

BUTGO NG
TELEGRANM

STATE  1LENAY
TRE BULK OF GRAKT FOOO AlD COHMODITIES WILL CONTINUL TO
BE TARGETED FOR UIRECT DISTRIBUTICN TO WEEDY
INDIVIOUALL,  HONETIZATICN REQUESTS FOR AN{ ONE PROJICT
SHOULD HE WITHIN THE 915 PERCONT RANGL IN LUCS. IN THE
CAGL OF L-DCS WHLKE THEKE ARE EXTRAORUINARY( LOGISTICS
AND OPERATIONAL COSTS, THIS RAMGE WOULD EXTEND UP T0 3@
PERCENT THE SECTION 416 (B) LEGISLATION HANDATE;
EXPLICITLY THAL GIMERATLD FUNDS WILL BE USED TO BENLEIT
POOF PEOP-L,

THESE GUIDELINES (STABLISH A GENERA- PO-ICY T RAMEVORK
FOR HISS10KS, PRIVATE YOLUNTARY AGENCIES AND
COOFERATIVES CONSIDERING PARTIAL HONETIZATION OF PROJECT
FOOU AID. A FIELD MANUA- BAED ON [HISE PALICY
GUIDELINES 15 IN FROGRESS WHICH WILL FROVIDE GREATER
DETRIL ON DESIGK £ND IHPLEMENTATION 15SUES

B.  PROGRAR GUIDE INES

| COMPLTTENTARITY: THE GUIDING PRINCIPLE OF PARTIAL
HOMETIZATICN 15 THAT IHE SALES PROCEEDS GEMERATED SHOULD
COMFLEMENT AKD STEENGIMEN PROJICT fOOD AID  PARTIAL
HONET IZATICN MUST ASSIST IN ACHIEVING THE FUIDAMENTAL
OBJICTIVES OF KL PROJECT, 1O ENSURE THIS INFACT

FUNDS GENLFATED HY COMMDDITIES FOR A SPECIFIC PROJIECT
HUGY BE USED FOR THAT PHOJECT. PROIEC) FOOD AID 1§
FROVIDED O A GRAKT BASIS AND (MTENDEN TO SONPENSATE FOR
DISIRIBUTICNAL AND STRUCTURAL IMEQUITIES IN DEVE-IPING
COUNTRIES.  THERCFORE, 11 1§ TARGETED 10 SELICIED GhOUPS
WHICH DO NCT WAVD ACCEST TO ADICUATE |DoD JUPPLIES,
INCIUDING THOSE WHICH -ACK THE INCOME 10 PURCHASE FOOD,

1. ALTCRMATIVE RESOURCIS; ALTEANATIVE SOIRCES oOF IUNDS

S1 BE [XI-ORED #ND FOUMD 10 BE UNAVAI-ABLE BECAUSE
OF THE TRALE-OFF EETVEEN REACKING INCREASED NUMBERS OF
BENLF ICTARIES AND OBIATINING GRIATER IHPACT O REDICID
NUMIERS, HCNETIZATION OF GRANT COMMODITIES MIST .13
CONLIDERED A -AST RECOURSLE FOR FUMDING COMPLIMENTIRY
INI'UTS FOR PROJECT FOOD AID. SALES PROCEENS SKOULD NOT
SUNSTITUTE FOR COPHITHENIS FRON HOET LOYER{HINTS, PVOS,
OR COOPERATINES. KNORMALLY, FUNDS FRON KON-U.S,G.
SOUECES SHCULD BL SUFFICIENT TO COYER IK-COUNTRY
OVERHEAD GCSTS

FRIMARY FUKDING SOURCES INC-UDE:

- HOST GOVIRNAENT CONTRIEUTIONS,  KOST GOVERNMENT -OVNED
LOCAL CURRENCIES LHOULD BE INVISTIGATLD AS A MEAN; OF
HEETIRG RE-ATED COSTS OF PROJECT FOOD AID. IN COINTRIES
WHICH HAYE AN ESTHBLISKLD FINANCIAL CAPABILITY ToO
SUPFORT THI NON-F 00D GOSTS OF PROJECT FoOD AlD, THEZE
RESCURCES “HOULD EE USED, MONLYIZATION SHOUID NOI
SUBSTITUTE 7OR HOST GOVIRNMENT RESOURCES.  THESE
GOVERNMENT RESOURCES INC-UDE GINERAL BUDGE( KECEIPTL, AS
WEL- AS -OCA- CURRENCIES GEMERAYED BY OTHEM 1000 AlL --
TITLE 17111 FOR EXAMWLE == OR COMMOOITY IMPORT PROGRANS,

= PYO AND COOPERATIVE FINAMCING, IN THE FAST, THESE
ORGANIZATIONS HAVE -ARGELY BEEN RESPOMSIBLE 1OR
INTURNA = TEANSPORT COSTS AMO OTHER AMCILLARY COST; of
THEIR PROJECTS. THE FULL RANGE OF PYD AMD COOPERAT | VE
RESOURCES tHOULD EE DETIRMINED INADEQUATE BEIORE
HORLTIZATICH |5 PROPOSLD.

- OFERATIONA- PROLRAN GRANTS (OPGS) THOUSH A SPECIFIC
OFG SKOU-D NOT B SOUGKT SOLELY 10 PROVIDE LOCAL
CURFENCY TO SUPPORT A PYO OR COOPERATIVE-SI'ONISORED | 000
ATD PROJECT, OPG'L I RILATED SECTORS NEALTH,
NUTRITIOM) MAY OfIER A WAY OF MECTING LOCAL COSTS
SSCCIATED WITH DOLLAK | UNDING REQUIRI MENT ;.
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1, IN'LERERTATICN CAPACITY HMONETITATION PROGRAHL W+

GEKERA LY BE (MF EHENTED BY THE PRRTICIPATING PVY OR

COOPERATIVE 111AY HAS TI1=E [0 YHE FooD THE

PARTICIPNT IKNG: ORCANILATION HULT KAVE DEMOUSIRATEN THE

CAPACITY 10 AUMINISIIR THE “EVE= QF HCKELLIRYION

PKGPOSID FOR # §COD AlD PROJECY sPECIFICALLY, THE

ORGANIZATION HULY HMELT THE 1OLLOWING CONDITICNS

= 10 HAXIRIZE THE U5, COVERNNENT RELOURCE AND ITS

PV 0% CCOPEHATIVE HULT BE

THAT THI COMHODITIES Wil - BE S0-D Al

USAID OR U, 5. EMBAESY SHOULD: APFROVE

COMMODI 1Y MiLL BE 5000 TO ALSURE
IWOTE: I LOCA- HARKET PKICE

HOKETIZATION A1 THAT FRICE WOULD

IHFACT OM PROJECT GOA-S, THI
AH-E 10 DIHONGTRBTE
HARKET VA UE 1 KE
THE PRICE AT WMICH T1E
FULL Va-UE 15 RECEIvID
IS HIGNLY SUBSIDIZED

NOI BE AUCEFIRBLE.)

BUST EMIURE THAT ALl RESOURCES
GEWERATED FEOU CCHMONITY == | EUS LEndl IBATI
TREMSACTION COSTE VILL BL USED I'OR THE
PURCKALE/ZFROvISICN O APPROVED AMCILL FRY (NPUTS ANU/OR
INTERNAL. TRANGPORT, nWD THAT THEY Will BE RELE 10
HAINTAIN ECCUIATE RECORDS OF PROCELDS AND ULES,

+ PVOS Of COOPERET IVES

ca Lt

REHAIN THAT OF
THE CASE WITH

10N WILI

HORMALLY

THE RO-E OF INE 2.0 0, HISS
GYERSILKY AKD HOMITORING AS (L
PVO AN CCOFERATIVE PROJEC!S

THE VOLUNE OF SALES AND
WOHMET I IATIOK OF GRANIT
EEFECTS ON LOCAL
Ik HI5T PAR1IAL

A, DISIMCERIOVES:  DEPENDING CN
CHOICE OF COMNMODITIES YO BE S0L0,
CONMODITIES COU- 0 HAVE CISTHCERT LI
PRODUCTIGE AND MIRBMETING,  MOWEVER
HOMETIZAYION CALLS, WE ENTICIFETE THUY THC )ONNAGE SOLD
Wil = CUMFRISE SUCH & SHA-L IMERCENTAGE OF NONESTIA
CONSUHI'TICN THAY A DISIKCENTIVE ASALYSIS HELD NOI EE
CORP-ETED 1] E)CEPTIONAL CAZES WIHERD THIRE IS5 A4 KIGH
YO-UME OF TONHAGE, DISIMCENTIVE ESCECTS HAY OCCUH,

SHOULD CrRYIIFY IN ITS GUEMISSIDM OF
THE FROPOLA=- 10 E, | 1 /% THAT EITHER Al THE TONNAGE 10
BE S0-N 1% SUCH & San-U PERCENIAGE OF DOM S1IC
PRODUCTION THAT YHERE 1L KO SUESTAHTIA- DISINCENTIVE
EFFECT OM LOCAL FROJMETION AND HARKEY ING OR DI TIAY THE
VO-URE |& LARGE ENOUGH 10 WARREWT AN ANALYSIS, TIIA1 A
DISINCEMTIVE ANA-YSI% HES BLEM ACCORFLISHID AMD [HLRE
ARE NO SUESTANTIAL OISINCERTIVE EFP ECIS. 1N ADDIT|ON,
AS WITI ALL FOOD AID, THE PVO KUST CERTIFY AND TIE
HISSION HUST CONEIRY THET ADEQUATE STCORAGH FACILITIES
ARE AYAL=RBLE IN THE RECIPILNY COUNTRY TO PREVENT
SPOILAGE CR WASYE. THESE IWO CERITIFICATIONL COMMTITUTE
THE BE-LHCK OCTERMIUATICN MILICK MUST EE MADE BY (HE
SECRETARY OF THE U,5, ODEPARIHEKT OF AGRICHULIURE (ULDA) .

THE A 1. D MILSICN

5 USUAL HARKITING REQUIRERMCNTS (UMRL):  SIHILAR'Y, THE
YOLUME OF COMMDITIES SOLD WILL GCHERALLY COMPRIGE SUCH
A SHA-l PERCENTAGE OF COMMERCIAL I11MPORTS, THAT WO UNR
COMPUTATION/AMALYS IS NEED 21° COMPLETED TO DETERHINE THAT
THURE ARE WO NEGATIVE EFFECTS ON UHRL, HOMWEVER, IN

EXCEPTIONAL GASES WMINM THE -EVE- 1% LARGE, A UMR
ANA=Y515 SHOULD BE UINDERTAKCK AND A FIVE YEAR AVIRAGE
|HWPORT <EVE- OF THE COMMODITY 10 BL LOLD GHOULD BE
ESTABLISHED,

THE A 1D, MISSIEA SHOULD CIRTIFY IN ITS SULHISIION 10
A 1. D /W THAT EVTHER A) THE YOLUME OF THE COMMODITY 10
BE SO 1 RIPRCGEMIS SUCH A SHA-L PIHCENTAGE OF IneOk1S
THAT N AWA-T51S IS HEEDED 0 B) 10 YOLUME Y0 B LOLD

UNCLASSIFIED

STATE 1LELA2
WAERANTS AN AMA-YUIS, A UHR ANA-YS15 HAS BLENM Lom* -t 1ED,
ARD THE INTEMOID 10KNAGE TO UE SO-D DOES WOT VHREATIN
HORHA- I'ATTERNS OF TRADE. IN YHOSE CASES WHERE A UMR
AMALYSIS 1S REAUIRED, THE SA<ES OF TITLE || AND SECYION
416 (B) ARL SUBJECY TO CONSULTATION UEIORE TNE TAO
CONSULTATIVE SUBCOMHITTEE ON SURPLUS DISPOSAL BASID OK
THE UNR ELTAELISHED BY USDA NOTE: VHERE THEKE 15 HORE
THAM ONI HOMETIZAYION PROJECT, THIS ANALYSIS SNOULD BE
APPLIED TO THE AGGREGATE <EVELS TO BE MONETIZED FOR ALL
PROJECTS. )

b.  PROGRAM DURATION AND SIZE: IN ORDER 10 HAINTAIN THE
OBJECTIVEL OF PROJECT FOOD AID, ONLY A PORTION OF
PROJECT COMMODITIES SHOULD BE MONETIZED,  THE
APPROPRIATE LEVEL WILL VARY OY INOIVIDUA= 51TUATION.
EACEPTIONALLY LARGE HOMEVIZATION PROPOSA-S WILL BL
TREATEU AS EXTHAORDIMARY AND WILL RLQUIRE €XCEPTIONAL
SUSTIFICAY)ON.  THESE VILL BE CONSIDERED OH A

CASE-BY -CHEE BASIS,

TOR THE PURPOSL OF CONERENT PROGRAMMING, PHOJECTS
INVOLYING HONETIZATION SKOULU BE PLANNED, JUSTIFILD AND
REVIEVED ON THC BASIS OF LIFL-OF-PROJICT WEEDS,
CONSISTENT WITH THIS, [HESE PROJECTS SHOULD HAVE A
SPECIFIC IMPLENMENTATION TIMETABLE, WITH CLEARLY OCFINED
STARTING AKD TERHINATION DATES. A5 IN ALL FOOD AID
FROJECTS, AMNUAL LEVE-S WI-L BE CONTINCENI ON COMHODITY
AVAI=ABI=1T1ES AND YEARLY APPROVALS.

]. DOCUMEKTATION AKD DESICN RCCUIREMENIS:  REQUIREMENTS
fOR PROJEC] DOCUMENTATION AND DESIGM FOR MONEYIZATION
HEED NOT BE AS INYO-YLD AS THOSE FOR DEVELOPHENT
ASSISTANCE (DA) PROJECTS, HOVEVER, HOKE INFORNATION 1S
NECESSARY THAN 1S GENLRA-LY PROVIDED N PYO OFERAT |ONA-
FLAKS (OPC) AHD COOPERATIVE PPROJECT PROPOSALS.AS PART OF
[XFANDED OFERATIONA- I'LAKS OH PROJCCT DOCUMENY, 1IE PYO
OR COOPLRATIYE SHOU-D PROVIOE YHE FOLLOWING | KFORMAY I ON:

I} A DISCULSION OF WY OTHER SOURCES OF FUNDS ARE
UMAVAL-#BLE, AND A DEMONETRATION THAT MONETIZATION WIL-

107 SUBSTITUTE FOR HOST COVEHNMENT PVO OR COOPERATIVE
RESOURCIS;

1 A DESCRIPTION OF 11IE FURPOSE OF THL HOMETIZATION

PROGRAH, IKCLUDING AN ANALYSIS COF IHE [XPECTED IMCACTS,
THAT CONSIDERS THE BEMEF ITS MONETILATION VILL BRING AND
HOW IT VIL- ENHANCE ACHIEVEHLNY OF PROJECT OBJECTIVES;

JI A DESCRIPTION OF THE FLANNED USES OF LOCAL CURRENCIES
WICH INCLUDES A LIFE-OF -PROJECT P-AN WITH INTEMDLD
OUTPUTS, BENCHUARKS Of PROGRLSS, THE RESPOHSIBILITIES OF
THE PY0 OR COOPERATIVE, KOSI GOVERNHEMT, AND OTHER
PARTICITANTS AHD A PLAM FOR ASSESSMLMY OF PERFORMANCE;
(1M THE CASE OFf SICTION 416(8), EVIDEMCE mustT BE
FROVIDED 1KAT FUKDS GEMERATCD FROH MOWETIZATION WILL BE
UTI=11ED TO BEMCFIT [UE POOA.)

Al A BUDGED OF PROJECTED LOCAL CURRENCIES TO BE
GEMERATLD AMD PLANMED USES;

5) A DESCRIPTION OF THE MECHANICS OF YHE COMMOD) Y SALE
INCLUDING AMY SPECIA- ORDERING OF COMMOOITIES, » OHT
NAND~ING, INLAND TRANGPORT, AND PROVISIONS FOR
OISBURSINERT, COMIRO- AND ACCOUNTING FOR PKOCEEDS, THIS
GKOU=D A-SO INCLUDE A DESCRIFTION O YHE ANTICIPATED
OCA- SALES PRICE AMD THE MAWKEVING MECHANISH THROUGH
VHICH THE COMMOOINIES WI-L 8L SOLD,  (HORC DETAIL OM
TNESE RIQUIKEMI NIS VILL BE GIVEN IX THE FIL-D MANUAL,)
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C PREOJECT rORINIZIRATLON
(RLERENTATION SHOUL D B(

THE FCLLOWING CONDITION & OF

CBLLRAED

DETEHMINATION OF TIE PERCIN:RGE OF
HONET 1 21D SHAU D BE CHLCULATID IN
JOUURE, 1/ E. DO-LAR VALUE AT CLC PRIGES
OF CHIPRING COLTL

! OVERA-L SI1E
THE PEOJECT 10 8]
YALUE TERHS MOT

OF COMMODILTY EXCUULIVE

FIT=F 11 kWD SECTION d1t1B

(W10 RECIPIENT COUNTRIES FHEL
NONETIZnT 10N 12 CONTENPLATLD
NEGOT IATIONS VITH HOST GOVERNHI'NT HAY Bl WECISLARY [0
PRESEAVE THIS DUTY FREE S1ATUS IT WaULD BE ULEFUL |}
PRE-IEINARY DISCHUSLIONS WITH HOST GOVERNHENT: couLo 8
UNDERTAKEN PEFORL DESIGH OF THIS PROJEGT AWD HEIGRE 1T IS

1. DUTY:FREE STATUE -
COMHODITIES #RE [MIFCRIED
OF [MFORI DUNIES WHERD

SUNNITTED 10 VASHINGION TO ENSURE THIG LUTY FRLE STATLS
BEFORI BEG INNING THE DESILN, RiVIEN AUD APPROVE: PROCELS
3. MARKINGE ON WAGS - THI NORMA® GRAUT COMMIDITIES BIGS
SHOU-L NOT BE USED FOR MOUETIZATION A5 IHEY (R MARKE
QUOTE NOI FOR REGALE UNOUDTE 10 50Vl THI: ITROBLIH
TAC PURTICIPATING VO OR COOPEAAYIVE ANIL THE ULAID ML)
MARE & SPECIE- REQUEST CIIKER 1h hiAT THE COMMODITIES
BE SCAT IN DU-K AND BAGGED IN COUNIRY WHERE "HIZE
FACILITIES EXIST, FORT (30 THAT THE COMIONITY SHIER B
SPIT WITW THE PARY 10 DE FRECLY ODISTRILUTED 1) MARKEL

AND THE PART 10 B
CUHRKINTL !

20-0
FOlLo el

N UliMalkiD BAGS THESE
FOR SILES OF EMERENCY

EAGE,
FROCE LURES nkE
CoMnoCI LIS

[} CCHEANITY HI 2
10 UTHLLLE SEECIA

IN JOME CASEL, |1 HiY BE AITROPHIKIE
COMMNDITIES FUR MOIETIZAT ION WHIGH
FRE OF HIGHLR Va-Ur (N | OCAL RARLETS THIN THASE USUALL
USED IN THE FROICCT,  HOMWIVER, THE POTENTIAL FUR
INGRELSED CURRENGY CENLHAIIONS HUST BY LALANGEL AGAINY
ANY L RCRENSED ADIINISTRAT/VE iID =0G13TICAL GOUTS, A4S
WELL 5 OVERL-L CONRODITY RYAI-ALY 1T/, WHEN
VETERKINING COMMIDITIES TD BE MOYETIZC0, IT SHOLULD UE
KEPT IN HIND THAL THI-E 11 HAS A BROAJEL CHO.CI OF
COHROLITIES AVAL-AH-F TIAH DOES LECTION 416 (),

D. ULES OF LOCAL CURRENCIES

1) IMIERNA- TRANGPUR] COSTS UF INTEFMAL RIMEPOIT
ARL NROMG THE MOST IMPOHTANT AGSOCIATLD WITH PHOJECT
FOOD £ID. THESE COSTS ARE PRONIEITIVILY EXPINLINE (M
CERTAIN AIEAS OF THE WONLD WHIGH LACK ALEQUAE 1RANIPURTY
RHD IMFRAGTRUCTUNE. HOWEVER, THISE COS15 HUST BE MLT IF
THESE PROJECTS ARE 10 SUCCEED (N REACHING TAUGITED
GROUPL =< PARTICH-ARLY (HODLE FAR DISIANY FROI JORIS AND
HAJOR POPU-ATION CENTERG. PAYIEMT OF THE COGTL OF
INTERKA= TRANSPONT OF GUAMT COMHUDITINS |5 THE FIRS!
PRIOHITY USL OF -DCAL CORKENCILS GENENAVED BY

HOMET IZATION

THOSE COSTS MAWICH ARE AM'PROPRIATELY COVIRED AS PART Of
IMTERNAL TRANSPOMT EXPENSES INCLVDE QuLY THOGE COSTS
WHICH ARE DIRECILY RELATED 10 rRAMSPORT, HANIL ING AND
STORALE OF U, 5. GHak! FOOD COMIODITIES. INDIRECT CoSle
AND OVERHEAD COSTS ARE 1101 ACCILPVABLE INTERNA- TRANPORT
CO515.  (AS EXPRLSLED 10l LECTION &16 (), PROCEIDS MAY BE
USCD 10 ENKANCE THE EFFICHIVENLSL OF (RENSPOITAYION,
DISIRIBUTION, OF ULE OF FOOD, 1NCLUDIIG FOOD FOR VOIN,
COOPERATIVE #MD AGKICULTURA- PHOJECTS )

ANCILLARY COSIS <= -OCAL CURRCNCIES GIMIRATED BY
HOMETAZATION AUST BE USLD DIRELT Y TO SUPPOR! 1HE
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STATL 163142 5137 4550
OBJECTIVES OF PROIEC) FOOD AID.  [XAHP-EY ARE PEOYIDLD

BE-OM.  HOHET\ZATIOM IS HOT INTENDED 10 IMET THL GENLRA-
SALARY/OVERKE KD COS1S O THE PYO OR COOPIRATIVEL, 8ur

ONLY ARCIL -ARY COSTS RE-ATLD TO THE PROJICT FOR WHICH
MHOMETIIATION 1S BEING CONSIDERED,

A SPECIAL CIHCUHSTANCE AL~ ING FOR A HORL LIBLRAL
INTERPRETATION WOULD INfO-VE FINANCING OF CERTAIN COITE
ASSOCIATED WITH PHOJECT PHASE OVER FROM 1. 5.G 10 HO;T
COUNTRY SPONLCRSHIP. THUS, THE PROCEEDS COULD COVER
CERTAIK COSTS ASIOCIRTED WiTH STRENGTHENING LOCAL
CRPABILITICS 10 AGSUFE RESPONSIBILITIES 10K ELENENTS O
A PROJECT AS IT 15 PHASED OVER, ISECTION 416 (B)
PRONIEITS USE OF PROCEEDG FOR OPERATING aND OVELHLAOD
EXPENUES A5 RELEVANT HERE, EXCEPT REPEAT EACEPT FOR
PERLONKEL AND ADHINISIRATIVE COSTS OF LOCA-
COOI'ERATIVES. )

USES OF LOCA- CURRENCIES IN MATERHAL CiI-D HEALTH
PROGRARS WOU-0 INGLULE SICH INPUTL AS iCALES, SROVTH
SURVELL-ANCE CHARTS, ‘NUIRITION EDUCATION AND I 01 OHA
RENYORATION THERAPY (ORTI PROGRAMS,

USES FCR LOCAL CUHRCNCIES TN SCIHOD- FELDING PROLRAMS
COULD [NC-UDL PURCHASE O T0OLS AND EQUIPHENT FOR SCHOG-
GARDENL, EDUCATIONE- AIDS RELAICD TO NUTRITIOH AND
EQUIPMENT FOR SCHOCL K1 TGHLNS.

USES OF MONETIZAIION IN £OOD FOR WORK COWLD 11! UDE
IFPUTS SUCH AL SIMP-E TOO-L, CEHENT, FENMCING OR
COMPACIORS TO COMP-EPENT -ABOR INTENS | VE INFRASTRUCTURL
PROJECIS AND SHOA(-1ERM TECHNICA- SERVICLS OF [56,
EXNGINEERS, FORESTLRY AND AGRICULTURISTS.

CASH SUPPLCHENTS OR tUBSTITJTE GASH PA(HINIS O WORKLRE
ARE APEROPRIATE UNDLR SPCCIAL CIRCUNSTAMCES.  THESE
CIRCUMSTANGES ARC:

A THE PROGREM OR PORTION OF THE PROGRAN SUPPORTED BY
PAYHENT [N CALH MIST BE (NYEGRA- AMD FIIHDARENTA- TO THl
ACHIEVEMENT OF AGREED PROJECT FOOD AID GODA-S IN (KE
COUNTRY CONCEFNED (E.G., THE CONSIRUCTION OF
|KFRASTRUCTURL) .

B. T MUST BE CLEAR THAT THESE GODALS COULD NOT BE
ACHIEVED OTHEFWISE,

C. 1T HUST BE DEHONSTRATED THAT PAYHEHT (K FOOD IS 1OT
A SATISFACTORY A-TERNATIVE. REASONS MIST BE CLIAR AID

SPECIFIC (E.G., HIGRANT -ABOR |5 NECESGARY TO GOMSTRIC)
INFRASTRUCTURE BUT WORAERS CANNOT TRAMPOR1 FOOD 10
TREIR CISTANT HOMES),  SHULTZ

DTG
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TAGS
SUBJECT:

NEW TITLE 11 LEGISLATION

REF: STATE 163142

Y. PRESIDENT REAGAK SiSMED THE AGRICULTURAL 41D AND
TRADE MISSIONG ACT ICECTIGON 9] OF THE FY 1388
COMTIMUENG RESOLLTION: OM CECEMEER 22, 1437
MESSAGE COMMUNICATES THE FROVISIONS OF ThE ACT
PERTAINIKG 10 TITLE |1 PROGRAMS,

THIS

2. THE NEW LEGIZLATIOM [KCLUDES THE FOLLOWING
PROVISIONS:

K. 18 PERCENT AGGREGATE IN PL
488 SECTIONM 28" (B4

MORETIZATICN FEGUIREMENT

THE ACT RAISES FROW & PERCENT 10 18 PERCENT THE MINIMUM
AGGREGATE VALUE OF TITLE i MON-EMERGENCY COMMODITIIS 1O
BE MOKETIZED EACH YEAR FOR NCW-PRCFIT VOLUNTARY
ORGANIZATIONT GR COOPERATHVES.  TniS INCREASES THE FY
1988 REQUIREMENT FROM DOLS 1.8 MiLLICN TO NOLS 25.1
HILLION.  REQUESTS RECEIVED 1N <ATHINGTON AS CF 3/31/88
TOTALED OKLY DOLS 14,8 MILLIOH.

6. USES OF FORI!GN CURRENCIES
THE ACT ADDS TO PL 4E3 A SUBLECTION TQ 287 CH AS FCLLOWS:
QUATE FORLIGN CUSREMCIES NEKIRATED FROM Any PARTIAL OR
FULL SALES OR BARTER OF COMMODITIED B1 & NONPRCE1S
VOLUNTARY AGENCY OW CCOFERAT!VL ZHALL BE UZED --

1} 7D TRANGPORT, STORE, DICTREBUTE,

ERHANCE Tuf EFFECTivEWETS OF
THE PRODUCTS IHEREOF DOMATEG UMDER

ARG

TeL noroof

THIS

CTRERWISE
COMMORITIES AND
TITLE; AND

2} TO IMPLEKENT INCTORE GENERATH.., COMHUNITY
DEVELOPHMENT  HEALTH, NUTRITION, CCGPERATIVE DEVEL OPMENT,
AGRICULTURAL PROGRAMS, AND OTHER DEVELCPMENTAL
ACTIVITIES. EAD QuOTE

UNCLASS
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STAYE 134847 B4A54 p49881
THE ACT THUS SPECHFIED A BROAD RANGE OF LCONOMIC

CEVFLOPHENT RCOINITIES UNDER CLTEGCKY [0 wBOVE TC

[HPNASHIE THE VARIT CEOACTIVITHED THAT SHE ELIGIBLE
FCR T2T00

CEFTEL EEPRATIIED MORE
TRACITIONGL

PiTeEl. TaE 30O WILL
ACCONMCTATE ALTHOUGH
PRIQRITY w LU CONTINLD T2 BE TRECT FEEDING
PROGRAMS &hl 10 MONE T S SIRESH
FEERDING PRGGRAMT,
IN POOR COUNISRIES

BONETEIAT I CN

DERECT BEET !

Nooel

St LRTEGOR DL
STEON TN SuPRGR
-- PARTICULARLY

PER AefTie, LL2
£ i THE GREATEST,

WHERE KEECC Y
THE LEGISLATION PERMITS ¥ULL ARD PARTIAL MONETU!IATION OF

TEILE 01 PROGARANS  REFTEL LUMITED PRRTIAL MONETIZATION
TO RANGES QF 5 PERCENT TQ 15 PERCENT AN oP TO 34

PERCEST FOR LDC S AND £LO0S, RESPECTIVELY.  THESE
RANGES KO LONJER 2PPLY.  REFTEL GUIDANCT FERTAINING TO
THE BELLMON CETERMINATON, UMK REQUIREMINIG, ETC.

CONTIKUES TO APFLY
EOTH THE BROADER Ranih OF
THE REMOVAL OF L iMiTS ON THE PERCENTAGE ©F

JrEONEN CECISUATION THUS PERMITS
UTET CF FCRE LGN CULRREINTIES aND
HOKETILATION

IN FEETING THE FY 1988
0CC witi CONSIDER

GIYEN Tht CURRENT SHORTFELL
AGGREGATE SUB-MINIMUM TARGET, THE
HONETIZATICN PROPOSALS FOR FY 1588 LVEN THOUGH THE LAST
ORDERING DATE FOR Fv 1988 COMMCDITIED '3 JUNE 18TH. PVOD
AND COOPERATIVE MONETIHILTICN PREPCIALS WILL BE GIVEN
CONSICERATION WITHIN THL FRAMEWGRW OF THE LEGIZLATION

HOKETIZATION PROPOSAL T NCT PREPARED !N TIM[ FCK fY 1939
AER SUBMISSICN ZHOULD BE FCRWARDED AL Z0CK AT POSSIBLE.
MIGSIONS ARE URGED TO REVIEW AND COMMEKT ON PVO AND
COOPERATIVE FROPQSALS &3 EXPECITIOUCLY A5 POSSIBLE.

A 1. D, ALSO AGKS MISTIONS TO IRCLUDE, 70 THE EXTENT
POSSIBLE, PVO AND COOPERATIVE FUTURE MONETIZATION
REQUIREMENTS 1IN Fr 1998 aBS CUBKISIIONS

THIS WILL ENRBLE A 1.D. 1O BETTER DETFRMIKE TOTAL
DEMANDS AKD 7O JUDGE THE EXTENT TO WMICH DIFECT FEEDING
VS ECONOMIC DEVELOPMENT ACTIVITIES CAN BE ACCOMMODATED.

C)  COOPERAYIVE PARTICIPATION

COOPERATIVES CCNTINUT TO BE ELIGIBLE FOR TUTLE U
HONETIZATIOK PROGRANS. THE LEGISUATICH CLARIFIES THAT
COOPERATIVE MONEYIZATION PROGRANS ARE 10 BEf COUNTED
TOVARDS MEETING THE 12 PERCENT MUWIMUM TARGET; THEY WERE
IMTERPRETED AS BEING EXCLUCED 1IN ACCOUNTING FOR PROGRAMS
MEETING THE PREVIOUS 5 PERCENT MIMIMUM REQUIREMENT

n

0} PERIOLS FOR REVIEW AND APPROVAL

MEV SECTION 288 () PROVIDES THAT IK EFFECT THE GCC FOOD
AID SUBCOMMITTEE WORXIXG GROUP WILL DECIDE ON A TITLE I
PROPOSAL SUBMITTED FOAL REVIEW AND APPROVAL WITHIN 45
DAYS AFTER RECEIPT BY THL A, L.D. OFFICE IN NASHINGTON,
DC.. THE RESPONSE SHALL CETAIL THE REASONS FOR APPROVAL
OR DENIAL. IF THE PRGPOSAL 15 CENIED, THE RESPONSE
SKALL SPECIFY THE CONDITIONS THAY WOULD NEED TO BE MET
FOR THE PROPOSAL 10 BE APPROVED. FURTHER GUIDANCE WiLL
FOLLOW OK THIS PROVISION

€} DEADLINE FOR SUBHISS!ON OF CONMMODITY QRD.RS

NEW SECTION 238 (C) PROVIDES FURTHER THAT PURCHASE
ORDERS SHALL BE TRANSKITIED 10 TAE COMMODITY CREQIT
CORPORATION KOT LATER THAM 15 DAYS AFTER RECEIPT OF A
CALL FORWARD THAT MEETS THE REQUIREHMENTS OF TITLE 11,

3. THESE PROVISIONS ARE CFFECTIVE IMMEDIATELY AND WILL

(FIED

AID4S
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BE REFLECTED 1K A FIELD MANUAL FOR HOMETIIAT{ON PEOGRANS

AKD IN AN UPDATE OF A, 1.0 HANDAUOX 3, BCTH CF whiCx ARE

EAPECTED T0 BE 1SSUED WITHIR THE NEXT MONIH OR TwO.

SHULTL
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OIRM-#2 Amms-81 fePr-g| E5-@1 ANPE-#) OMI-67 RELO-4|
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IMO LOG-08 fve- AF-qe fi-m 18-t 8 REA-0] ALA-88
L-0 far-00 /034 1

CEASTED BY. AID/FWA/ZFFP/II; N, PEAMRSON: BEM: 13420
ATROVED BY: RID/FYA/ZFFP;T, RELSL
AlD/ES & JoOf Orel/IAD: € MISER (IO
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AID/FYA/PPE: | GILRORE DAAFT) AID/SER/IENV/PE: J ELGIN PRONL
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UHCLAS STATE 143
AlDAC

£.0. 113%6: n/A
TAGS: N/A
SURJECT: PL ARS8, TITLE ) - REVISED REQUIRERENTY FOR

TITLE || OPERATIONAL PLAR

1. AT THE IWQ RECEWT FOOO FO& PLACE CORFEREMCES 19 MEW
DELN| ANO ABIQJAN, COMSIDERABLL TIME AMD ATTENTION AT
DEVOTED TC DISCUSSION OF THE §ASIC DOCURENT UPON W |Cx
AL TITLE 1] PYO PROSRANS ARE BASED - THE PLAN OF
CPCRATIOn,  THERE VAS GENCRAL ACREEMENT THAT BOTK AID
AMD COOPCRATING $PONIORS FOR SOFE TINE NAVE TENDED 10
WECLECT THE |MPORTANCE OF THE PLAM OF OPERATIOS,

1. CURRENTLY, SECTIOS 211.5 OF AID REGULATICS LI SITS
04T THE FEQUIRERENT FOR THE PLAM OF OFERATION AS FOLLOWE,

W PLAN OF OPERATION. EACH COOPERATING SPOwseR fHALL
SUBAIT TO TRE USAIR OR BIPLOMATIC POST FOR THE APPROVAL
OF AID/M, VITRIN SUCE TIMCS ANO O THE FORRS FRESCRIBED
BY AID/V, A DESCEIPTION OF THE PROGEAM (T IS SPONIONIRG
Of PROPOTES TO IPOMSOR, ([NIS BESCRIFTION WILL PROVIDE
BASIC |MFORMATION FOR PACPARATION AND AN MONMINT OF FOOO
FOL PEACE PROGRAM AGACEMINTS &80 IBOIVIQUAL COMITRY FOOD
FOR PEACE PROGAAY AGREERENTS AED WILL |#CLUOE PROCEAN
PoaPOL[S ARD GOALT, CRITERIA FOR REASUS IRGC PROCRAN

EFFICTIVINESS, ABO OTHER SPECIFIC PROVISIONS IK ASOITICa
10 TMOSE SET FOATW (R THIS PARY. FURTHER, THIS
DESCAIPTION WILL INCLUGE |WFORTATION FROT WHICH |T RAY
OC BPETCRAINED TOAT THE OISTRIBUTION OF COnnORITIES 1M
TEE RECIPIENT COURMTRY WillL BOT RESULT (R A SO4STAATIAL
DISIRCERTIVE TO DOMESTIC PROCUCTION ABD THAT IO.UIIII‘[
STOSAGE FACILITIES ARE AVAILASLE I TWE RECIPIENT
COURTRY AT TME TIM{ OF [XPORTATION OF TWE Comooiry 10
PECVERT INE SPOILAGE Of MASTC OF THL COMMOOITY.

1. VL PROPOSE TO CLIMIMATE THE agevE FlaaL TW
SEMTENCLS OF THE CURRERT REGUITTRENT oF SECTIOR 211.5
LD SUBSTITUTE THE FOLLOVING LARCUAGE.

o eV T V=V !.:‘r\AlI.K:LLiE?

autgoe V*
TELEGRAM
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STATE 114

== THIS PLAN OF oPCRATLOE VILL BC ComsiDCRED A FMIT @
TRE FOOO FOf PEACE PROGRAN ACREENCNT AFTER IT 13
APPROYVED BY A(D. VITHI® TME OVERALL OQJECTIVES OF I8
APPROVED PROGRAM LEMENTS OF THE PROGAAR AT BE CHANGED
BY MEITTCH AGREEMENT OF THL AUTHORIIEO RCPRESEMTATIVES
OF THE COOPLEAT(NG SPONSOR, ON TML OME WAMO, ARD AID AxC
CCC, WITHIR TREIX RESPECTIVE ARCAS OF RESPOMSIBILITY, Om
TRE GTHER, VITROUT FORPAL AMEHOMENT OF THE AGRELRENT,

N CASE OF THE COMLICT GETMEER THE TEXT OF TE
AMATIRCRT AXD THE APPROVED PLAR OF OPERATION THE TEXT OF
TRE AGREEMENT PREVAILS. THIShPLAR OF OPCRATIGH VILL
ALSG PROVIDL THE BASIC 1M Tion FOd PREPANATION OF
(BOIVIDUAL COUNTRY FOQ0 Fot PEXCE PROGEAA AALEMENTS
BEVELOPED ABD REREMID Amsually tof PERIOD BESICRATED
VITH TRE CO-SPOMSORS’ COUNTERPARY ARD BOST COVELR/ENT.

| ADOITION TO ARY OTRER REOMIREAINT OF LAV OX
REGULATION, THE OPCRATION PLAM WILL ImCLWDE TE
FOLLOWING |FORMAT | Ofi:

(U A BLECRIPTION OF PROGEAN SOALS 480 CRITERIA FOR
REASUR |HG PROGRESS TOWARD REACHING THE GOALS, [ACH
PROGAAN SEOWLD BE DESIGRED TO ACHIEVE MEASURARLE
O4JECTIVES WITHIR A SPECIFIED PERICO OF TIME.

@) PROGRAM DESCEIPT|OM:

- (1) PROSLIN STATEMENT: WMAT ARE THE CHARACTERISTICS,
EXTENT AMO SEVER(TY OF PROSLERS TRAT TRE PROGRARS ViLlL

ADORTSS.

1) SPECIFICATION OF OSJECTIVES: CLEAR CONCISE
STATERERT OF SPECIFIC OSJECTIVES FOI EACE PROSRAN @i
CHITERIA FOI MEASURZIRG PROGRESS TOMMRDS REACHING
OQIECTIVES., |F TMERE ARE SEVERAL CRJECYIVES, IRDICATE

PRIGRITIES,

-= ) BESCAIPTION OF THE TARGET POVULATION BT PROSEAN,
| BCLVD |G ECOROMIC/BUTRITION RELATER CHARACTERISTICS,
THAT IS SUFFICIENT TO PERNIT A DETERTIINATION OF
RECIFIENT ELIGIBILITY FOR TITLE 11 ComoolTIEs.
DESCRIPTI6M OF THE [DYCATIONAL AMO EWPLOYMEAT
COMACTERISTICS OF THE TARGET GROUP, AS PAY N RELEVNIT
10 FEOCEAN BBJECTIVES. THD BATIOMALE FOR SELLCTION oF
TRC TARGET GROWP. TBO RATIGEALE FOR SELECTIGN OF
STOCIAPE |CAL AREAT WWERT PROSRARS VILL BE CARRIED o,
CALCMLAT 10 OF COVERMAGE: PERCENT OF TOTAL TaReET
POPULATI O EEACHER.

- {4) BCECHIPTION OF IMTERYT:jiGs |ECLEDIBL

- = (a-) RATI@® cOmPUSITION: BESCRIPTICGH OF EATIOHT,
RATIGRALE FOR SIIT AD CONPESITICN, ASSESTRENT OF
CFFECTIVERLES DIL¥Tied, SARIRS, ACCEPTARCE]

- |-9-) CHVLERINTARY PROGIAN COMPORINTS A
\WPUTS:  IBENTIFICATION OF EXISTIDG OX POTEATIAL
COPLERTATAZY PROGIAN COMPOMEMTS, |.E,, EDUCATIEN,
areuTH MOSITORING, TRAINIBG, ETC., THAT ARE RICISSART 10
ACHIEVD PROCIAA [FPALT, IRCLEDING DETEEMINATICN OF
FlEs=c|AL COSTS AM SOUSCIS OF FUNOIBL

- - K-) Ill'l"l'l'l.ll'llﬂl STRATEQY; DEICAISE mOV TRE
FOO) AED OTHER PROGRAA COFPORENTS VISL ASORTSS PROSTIME.

®) LIBAAGES WITH OTHER BEVELGPTERT ACTIVITILS, Sadl
2% DIALTH 0F ACRICVLTVAAL [ATENTIO®™ SERVICIS: 8% 1] 4
SPECIFIC ARTAS 6 COLLASOATION RELATIVC TQ PROCE A

UNCLASS IFIED
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PURPOLLS
] POAITOR(NG ARD (VALUATION: EVALUATION PLAN. o4
IBCLUDING DESCRIPTION OF |nfoapal| o To 8L coLlEcree rom l";"'/

1)
PURFOIES OF ASSESTING PROCRAN OPLRATIONS AND (NPACT, | o7
OCSCRIPTiom OF ON 10K ING STSTCR FOR COLLECTION, g~
ARALYSIS AND UTIL[LATIONS OF INFORMAT ON  PLANS Fog  * V7

EVALUAT 100, 45 VELL A5 PLARS FOA COMBUCTING IRTERNAL
IVIEwS Qil.s c)l,

== (10 TITUE 11 PROGRANS AL RASEO O TRE ASSUNPTION OF
TIRE-LINITED SurpoRl.  TuE PLAX OF OPERATION SNOW D
COVIR A MATI-YEaR Tipg FAARE, NORMALLY THREE 10 FIVE
YOMRS,  SUCK A PERIOO SNOULD ALLOW EMOUSCH TIRE FOR 2
PROSIAA TO BECOME FULLY CPCRATIONAL ASO TQ PERMIT
EYALUAT 10X OF |MPACT AND EFFECTIVEBESS A VELL AS

PECIFIC MEASUREMENT oF PROCRESS [N ACNIEVING THE STATED
PROCRAN cOALS.  Plans Foa Axp CORSIOERATIONS (RVOLYIBG
PUASE-OVER/PELSE -0UT SHDULC BE DISCUSSID,

K£) DETAILS oF ao3r COVERNFENT, COOPERAT (NG TPOMSON ARD
OTHER WOW-USC SUPPORT Fod TXE PROPOSED FROGRAN, WITH
SPECIFIC BUDGETARY (NFOAMATION OF KOV TRCSE FUROS ARE TO
BE USEO @.G. COMPLEmERTARY [RPUTS, TRARSPORT,
AOMIRISTRATION) .,  WMERC FELLVANT, DISCUSSION OF mOW
RCIPIENT COMTRIBUTIONS AZE TO Bf NANOLED,

O} STATCRENT AS T0 OV THE REOUIREMENTS FOR PUBLIC
RCOGRITION, CONTAINER MARKINGS, AND USZ OF FUMDS SEY
FORTH IN 211.5 k), ®w axp (i) BELOV, AxD SECTION 211.%
W A @ viLL e aer,

E) A LOGISTICS PLAN THAT DEMOWSTRATES THE ADEQUACY AND
AVAILABILITY INM A RECIPIEMT COUNIRY OF POMT FACILITIES,
TRARSPORTATION AMD STORAGE FACILITIES TO RAXOLE THE FLOW
O COMOOITIES TO RECIPIENTS T0 PREVERT SPOILAGE O
MASTE. A FUKTNER ASFIRMATION MUST BE MADE AT TNHE TINE
OF [XPORTATION OF THE COmOOITY,

F) SUFFICIENT IRFORMAT (0N COMCERN | kG TRE PLAR OF
DISTRIBUTION AMO TNE TARGET GAOUP OF RECIPIENTS SO THAT
A DETERMINATION CAN UE MADE AS TO WHETHER THC PROPOSED
FOOO DISTRIBUTION WOULD RESULT IN & SUBSTRATIM
DISIMCENTIVE TO DOMESTIC FOOO PRODUCT)ON,

) DESCRIPTION OF THE METHOO TO BE USED 10 TUPERY (ST
AXD MO (TOR TWE DISTRIGUTION OF CORFIDITIES.

H) IDFORMATION TO SHOU APPROVAL OF FORE|GH COVERMAENT
TO INPORT TEZ DOMATED COPODITIES OUTY FREE.

4. THE AID ARO PL 408 BUDGET A) PROGAAMAIRG CYCLES
STRETCH OVIR A (ONG PERIOD RAXIRG IT DIFFICAT TO
SROQTELY INTROOUCE MEV PROGRAN REQUIRERENTS SUCH AS
THIS. MOVEVER IT (S OUR IMTENTION TO MImINIZE SUCH
POTENTIAL DISRUPTION BY (NSURING TWAT ALL PRESAAN
IPONSOIT MAVE ADEOUATE TIRE TO PREPART AMOD PRESENT THEIR
MEV PLARS OF OPERATION, TWE REV MATI-YEAT PLAN OF
OPERATION WVILL Bf RCQUIRED FOR ALL REGULAR TITLE 11 PVO
PROGAANS AS PART OF THE SUBAISSION ALOSG WITE THE AZR TO
TRE USAIO OR NISSIOAS AMD AID/VASHINGTON (R THE SPRING
OF 1906 FOR FISCAL YEAR 1987 PROGRAN PROPOSALS. (N
SUBTEQUERT YEARS, VAEN WEW MURLTI-YEAR PLANS 6F OPERATION
ARE REQUIRED, THEY SHOWLD BE PREPARED AXO SUSHITTED
FURTNER IN AOVARCE OF THE YEAR IR WM{CH TREY ARE TO

BEGIN, In ORDER TO PIRMIT ADEQUATE TINE FOR SVESTANTIVE
REVIEY ARD APPROVAL, IN ARY EVENT, W€ WitL [RFECT
OPERATIONAL PLANS TO BE SUBAITTER TO AID/\ASHIRGTON BO

UNCLASS IFIED
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LATER Thad TuC MISSION ACTION PLAR COVERING THl
FOLLOWING FISCAL YOAR'S PROGAAM., ONCE A MULT|-VEAS
OPERATIONAL PLAK NAS BECN APPEOVED, OMLY AR UPOATING
WILL OC REQUIRED Om AN asaUAL BASIS, UELESS TWERE WAS
BECW A SICA|FICANT CHNANCE FROM TRL APPROVED PLAR IR
FROGEAA OIRCCTIVES, METNOOOLOGY, DedIiGN Of PMAGH|TUDCS.
UFDATES SOULD BE SUBRITTIO CACK YEAR FOM RCVIEV VITH

TeE ALRS.

4. GENCRALLY SPEANImG, TRE RESPONSL T0 [RERGEECY
SITUATIONS WSIRG TITLE 11 RESOURCLS DOCS WOT PERAIT TRE
SAE DIGREE OF DETAIL AXD CERTAINTY OF AMALYSIS TWAT
VILL B{ EXPLCTED I8 PLABMING TITLL 11 REGULAR
ROR-{NERCERCY PROCRAMS. HOVEVER, PLANS OF OPERATION ARE
REQUIRED FOR ALL PYO EMERGERCY PROGRANS ALOWG WITH THE
ALR AXD, CFFECTIVE IMMEDIATELY, THEY SHOULE BE PREPARED
FOLLOWING THIS mEW FORMAY, ALL OF THWE ABOVE BASIC
ISSUES SET FORTH IM THE PLAN OF OPERATION FOXMAT MUST
Bf ADORCSSES WMEM PROPOSIRG TITLE || EMERGENCY PROGRAMS
AS MILL AS REGULAR @Qm-fRERGEMCY PROGRANS,

€. AID/V WILL REQUIRE THAT & FOLLY DEVELOPED
OPERATIONAL PLAN ACCOMPANY ALL TITLE (I PVO PROSRAN
REQUEETS FOR REGULAR OR EPCRGERCY PROGRANS. FVA/FFP
WILL EXPECT ALL USAIDS ARD/OX HISSIONS TO COMRERT O THE
FUTSTANCE AMD ADFQUACY OF THE PVO OPERATIOWAL PLANS WMEN
SUEAITTED TO AID/V ALOWG VITE A PROGRAM REQUEST AND TO
ADORLSE TME PLAN'S RELATICASHIP TO AMD CONSISTERCY WITE
TRE RISSION'S COUNTRY DEVELOPPEMT STRATEGY. THE
IRFORMATION It TH1S CABLE MAS BEEN PROVIDED YO TME PYO
MEADQUARTERS. PMEASE PROVIDE COPIES TO TME LOCAL TITLE
I| COOPERATING SPONSONS,  S¥ULTL
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SURJECT: GUIDAMCE FOR DEVELOPING AND IMPLEMENTING
SECTION 416 PROGRAMS

REFS: (A} STATE 188581, DATED 27 OCT 83 (@)
REGULATION 1§
SUBNARY:  PURPOSE OF THIS MESSAGE 15 TO OUTLIME FOR

MISSIONS PROCESS INSTITUTED IN WASHINGTON FOR KAMOL ING
SECTION 416 PROGRAM FEQUESTS; INFORMATION NEEDED IN
ORDER FOR WASHINGTON TO CONSIDER PROGRAMS: REPORTING
REQUIREMENTS FOR DONATIONS AND SA-LS/BARTER PROGRAM: AND
THE BASIC AGREEMENT 10 BE USED FOR ALL FUTURE SECTION

UNGI ASSIF IFD A

e ———— e
ANNEX D

UNGLASSIF 1D
Dopm'!mem of State

0UTGO ING
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STATE Be@4sy 1799 089601 Al
416 PROGRAMS. AID/W WILL CONTINUE TO ADVISE HISSIOKS OF
SECTION 416 COTMODITY AVAILABILITY SITUATION, END
SUNHARY

1. BACKGROUNXEZ

A. SECTION 41% .B) OF THE AGRICULTURAL ACT OF 1943, AS
AMENDED, AUTHCR|ZES THE CONMODITY CREDIT CORPORATION
ICCC) TO MAKE OVERSEAS DONATIONS OF AGRICULTURAL
COMMOOITIES ACRUIRED THROUGH CCC'S PRICE SUPPORT

OPERATIONS OR iN OTHER WAYS,

(1) ELIGIGLE AGRICULTURAL COMMODITIES MAY BE
DONATED FOR THE PURPOSE OF CARRYING OUT PROGRAMS OF
ASSISTANCE, IM DEVELOPING COUNTRIES AND FRIENDLY
COUNTRIES, SUCM AS ARE CARRIED QUT UNDER PL 488
TITLE I1. IH QTHER WORDS, THE PURPOSES OF SECTION
416 B) PROGAEMS, LIKE TITLE || PROGAANS, CAN COVER
THE SPECTRUM FROM HUNAMITARIAN RELIEF TO ECONOMIC
DEVELOPHENT.  (LIMITATIONS ON MONETIZED 416 (8)
PROGNANS ARE MISCUSSED IN PARA 4 BELOW),

(2)  COMMODITRES MAY BE DONATED THROUGH FRIEND-Y
FOREIGH GOVEMBMENTS AND PUBLIC AND NONPROFIT PRIVATE
HUHANITAR | AN AGEMCIES |NCLUDING COOPERATIVES, AS
UELL AS IMTERRATICHAL ORGANIZATIONS QUOTE :
COOPERATING SPONSORS UNQUOTE) . |

(3)  MISSIONS ARE REMINOED THAT IN ACCORDANCE WITH
SECTION 416 .E) 1) ANY DONATIONS UNDER THIS
SUBSECTIOM MUST BE COORDINATED THROUGH THE DCC AND
IR ACCORDAMCE WITH SECTION 416 (8).6) HUST BE IN
ADDITION TO TWE LEVEL OF PL 430 ASSISTANCE
PROGRAMHED UMFER THE AGRICULTURAL TRADE DEVELOPHENT
AND ASSISTAMCE ACTION OF 1354,

REGULATION 1&, WHICH OUTLIMES THE PROCENURES/COMDITIONS
GOVERRING COMEODITY OOMATIONS, IS CURRENTLY BEING 1
BROUGRT UP TQ DATE.

B. LEGISLATIVE CHANGES, RECENT EVALUATIONS OF SECTION

416 [8) PROGRRZS IN A NUMBER OF COUNTRIES, PLUS

DELAYS/PROBLE®S EXPERIENCED DURING FY 87 IN

ADKINISTERING SOME SECTION 416 (B) PROGRAMS INDICATE A

HEED TO UPDATE WASHIKGTON GUIDANCE TO THE FIELD FOR

DEVELOPIMG Ax@ WEGOTIATING PROGRANS AND TO [MPROVE

WASHIMGTON PROCESSING. SINCE SOME MISSIONS AND PVOS ARE

IK THE PROCESS OF DEVELOPING PROPOSALS, VE FEEL IT IS

IKPORTANT TO PROVIDE COOPERATING SPONSORS AND MISS|ONS 3
WITH REVISED GUIDELINES TO ADDRESS FOLLOMIAG CONCERNS:

.N. TRERE IS A KEED TO DEFINE HMORE CLEARLY

INFORMAT 0% KEQUIRED BY WASHINGTOM TO REVIEW A )
PROGRAN PROPOSAL, THIS SHOULD EXPEDITE PROCESSING

AND REDUCE DELAYS RESULTING FROM NEED TO SECURE

ADDITIONAL |LFQRMATION,

D). THE FAST CHAMGING CCC COMMODITY STGCK SITUATION
THAT RESULTS FROH THE VARIED USES OF THESE STUCKS,

RESULTED I SGME COMMOOITIES BEING UNAVAILABLE UMDER

SECTIOM 416 PROGRAN IN LATTER PART OF FY 87, SUCK

COMMODITY AVAILABILITY CHANGES WILL LIKELY OCCUR

DURING THE COURSE OF A FISCAL YEAR SINCE OTHER USES i
OF CCC STOCKS TAKE PRIORITY OVER SECTION 416 .8i.

HISSIONS AND COOFERATING PONSORS SHOULD REALIZE

THAT SECTION &16.B) INVOLVES SHORTER-TERM PLAMNING

THAN TITLE 14 PL 480. ADHINISTRATION AMD

CONGRESSI@HAL POLICY IS TO REDUCE EXCESS CCC
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STOCKS.  THIS FACT MUST BE BORAE 1M MiWJ WHEN
GEVELOP ING PROPOSALS

i€).  PLAK OF OPERATIONS DEVELOPED BY THE V&R |QU%
CODPERATING SPONSORS VARY CONSIDERABLY TH CONTUHT
AND FORMAT.  THIS DICTATES THE NEED TQ CEVELOP &
SIMPUIFLED STANDARD ALRIEHEHT /ND PLAN OF OF{RATION
CSEE PARA T BELOWE TO BE USED 8Y ALL COOPERATIAG
SPORSORS COVERING THE Mi4iMUM INFORMATION NEEDLD BY
WASHINGTON FOR PROGRAM AFPROVAL.  ADDITIOMAL
QPERATIOMAL DETAILS CAN ALSO BE COVERED (N THE PLAM
QF OPERATION. SIOE LETTERS CR MENORANDYM OF
UHDERSTAKD ING SHOULG BE #EPT 70 & MINIMUM S1HCE
THESE WOULD HAVE TO 8E 4PPROVED 8v ULDA AND A!D.

01X ACCORDANCE WITH STATE 199694, AUGUST 28,
1347, THE DONATION OF AGRICULTURAL COMMODITIES UNDER
SECTION 816 8) OR TITLE 11 DOES NOT CONCTITUTE
ENTERING tHTO AN (NTERNATIONAL AGREEHENT %ITHIN THE
HEANING OF THE CASE-ZABLOCKD aCT 14, 5.0 1128),
REGAROLESS OF AMOUNT. THEREFORE, TKESE ARE NOT
REQUIRED T2 BE PCUCKED TO (TATE L/7, BUT AKE
FORWARDED 70 FYR/FFO/PCD AND YS0A

) BY ESTABLISHING ESTTER MANAGESEHT and
HO¥ I TOR MG STCTENS 1M WATHINGTOK AND !N THE FIELD,
WE EXPECT TO RESUCE THE TIME RESLRLD FOR MISSIONS
ARD WASHINGION RECPONSE TO PROPOIALL AND
REVIEW/AFPROVAL OF AGRELMENTS

PV LACK 9 ADEGQUATE REPORT'NG #35 BEEN A PROBLEM
PH QUR ABILITY TO MOXITOR AND EVALLATE PROGRESS FOR
POSSTRLE VUTURE YEAR PROGAAMMING SECISIONS aND N
PROVIDING INFCRMATION WAsHINGTON WEEDD TO RESPOND TQ
CONGRESSIONAL REPOPT NG RIQUIRERENT ;. MORE
ATTINTION MEEDS TO BEL L1l 19 COMPUUANCE wWild
RIPURTING REQU REMENTS BOTH ‘N THE FIELD AND
WASHINGTON,

C. USDA AKD A1D RECENTLY PROCESSED A REVISED .REF A)

HENGRANDUH OF UNDERGTANDING . MOU) OQUTLIKING
RESPONSIBILITIES OF 30Ti AGENCIES AOMINISTERING SECTION
€16 (B) PRCGRAMS. THIS MOU CONTINUES AID'S ROLE AS THE
AGENT OF CCC FOR THIS PHCGRAM.  THE NOU WiLL BE
INCORPORATED N THE AID FOCD FOR PEACE HAMDBOOK ¢ WHICH
IS 1M THE PROCESS OF BEING REVISED AND HOPEFULLY WILL BE
TFANSHITTED TO THE FIELD EARLY CALENDAR YEAR 1932,
HEANTIME, THIS CABLE PROVIDES INTERIM GUIQANCE FOR
PROCESSIHG FUTURE YCAR PROGRAHS.  WASHINGTON 15 ASQ 14
THE PROCESS OF REVISING PEF (B} REGULATION 18 GOVERNING
THE IMPLEMEMTATION OF THE PROGRAM, WMICH Will 8E
PUBL I SHED iX THE FEDERAL REGISTER AND INCORPORATEG IN
THE KANDBOOK,

1. PROCESS

A, TO FAGILITATE BETTER CONTROL AND ASSIGKMENT OF
RESPONSIBILITIES, ALL PROPOSALS ARE TO BE SUBMITTED TO
ALD/WASHINGTON, MARKED ATTEN(IOM FYA/FFP/PCD WITH INFO
TAGS FOR FYA/FFP/00, FYA/FFP/ (ANE, LAC, OR AFR), AND
PASS USDA/FAS.  FVA/FFP/PCO WILL LOG ALL SECTION 415 . B!
PROPOSALS/REQUESTS, AFTER WHICH THEY ARE SEMT FOR ACTIOK
TO DIVESIONS WiTHIM Fya/FFP RESPONSIRLE FOR THAT
SPECIFIC COUNTSY. THE ONE ExCEPTION 15 SECTION 416 8)
SUGAR QUOTA PROGRAM WHiCH W!LL CONTHIUE TO b% PROCESSED
BY FYA/FFP/PCO FOLLOVING wUICaMCE CONTAIRED 1K ZTATE
LBR664, DATED APRIL &, {387 AND LTATL @337, DATEQ
APRIL 13, 1387, SECT'ud 41t 8) PROPOSALS KGT ZUBMITTED
VIA CABLED CHOULD EE FORVERDEU T0 §VA/FFP/PCD 1N

STATE  gRp4st 1799 689683

ORIGINAL AND 3 COPIES. ALl PROPOSILS SHOULD BE
FORWARDED TQ WASHIMGTON M COMPLETE OR PARTIAL FORM
BEFORE BEIHMG RY SJECTED BY FIELD MISIIORS

8. FVA/FFP 1S RESPONSIBLE FOR SECLRING APPROVAL WITHIN
AID AND PUACIKG PROGRAMS BEFOHRE DCC MUMBERS FOR FIMAL
REVIEW AHD APFROVAL. AGREEMENTS MUST BE DEVELOPED IN
FINAL FORM AMD SUBHITTED TO USOA FCGR APPROVAL AND
SIGNING BY usba/sCCC,

C. 1T SNOULD 2t RECOGHIZED THAT IT CAN TAKE 45-68 DAYS
AFTER RECEIPT OF FORMAL PROPOSAL AMD BACKUP INFORMATION
BEFORE PROGRAM REVIEW (S COMPLETED, AND AGREEMENT IS
SIGMED, AND COMHODITY PROCUREMENT ELGUN.

1. COMMODITY SHTUATION

A, SECTION 41E.Bi SETS FORTH MINIHUM TOKNAGE LEVELS TO
BE MADE AVAILABLE EACH YEAR. SECTION t16 .B) 1S NOT A
OCLLAR AUTHORIZATION. THE COMMODITY AVAILABILITY FOR

SECTION 416 .Y (S INITIALLY DETERMINED BY THE SECRETARY
OF AGRICULTURE AT THL BLGINYING OF EACH FiSCAL YEAR.
THIS DETERMIRATION, REQUIRED BY LECIGLATION, IS A
FUNCTION OF BOTH THE CCC SUPPLY SITUATION AKD ESTIMATE
OF DEMAMDS OW (CC STOCKS DURING THE FISCAL YEAR.
CEGALLY SECTIOW 416 .B) 1S A LOW PEIORITY USE OF CCC
STOCKS AND THE INITIAL DETERMINATICH 1S MOT A GUARANTEE
Of CORTINUED RVAILABILITY FOR THE FULL YEAR. IHE CCC
STOCK SITUATION CAM BE, AND OFTEM IS, VERY CHANGEAB E.
THE REOUCTION IN DAIRY STOCRS WHICH RESULTED (N NO
AVAILABILITY OF DALRY PRODUCTS FOR SECTION 416 .B) IN
LATE FY 1887 AND [N FY 1988 IS AN EXAMPLE OF THIS FACT.

CURRENTLY AVAtLABLE UNDER SECTICON 116 ARE WHEAT, CORN,
SORGHUM AND SUYBEANS. WMILE wHEAT AND SOYBEAN
QUANTITIES ARE LIMITED, CCC STOCKS CF CORN AND SORGHUM
REMALIN LARGE.

PLEASE MOTE TRAT KO DAIRY PRODUCTS OR RICE HAYE BEEN
DETERMIMED TO BE AVAILABLE. AS RECARDS TO WHEAT,
SUBCLASS OR PROTEIN LEVEL CAN NOT EE GUARANTEED. THE
AVAILABILITY QF CERTAIN CLASRES OF WHEAT MAY BE LIMITED
THROUGROUT TRE YEAR DUE TO DOMESTIC DEMAMD. USDA Will
CONTIHUALLY MONITOR AVAILABILITY SITUATION AND SUPPLY
UPDATED IMFORFLAT(OM AT LEAST QUARTERLY. W WILL ADVISE
THE FIELD BY CABLE.

B. M TME PAST SOME PROBLEMS NAVE BEEN POSED BY LAST
NINUTE COMMODITY CHANGES, REQUIRING AGREEMENT
AMEXDTERTS.  THEREFORE, (T IS IHPOFTANT THAT OPERATIONAL
PLANS COXTAIA REALISTIC SCHEDULES OF DELIVERY
IK-COMMTRY. MISSION AXD COOPERATING SPOMSORS SHOULD BE
AVARE THAY CORIODITIES PROVIDED UNDER THE AGREEMENT HUST
BE CALLED FORWARD IN ACCORDANCE WITH THE SHIPPING
SCHEBULE COMTRINED 1M THE ATTACHKENT A TO THE AGREEMCNY
PLAM &F OPERATIOH) !N ORDER TO BE ASSUREL OF
AYAILABILITY OF CCC STOCKS AND 1M ORDER TO AVOID
TIPE-CORSURIRG AMENDMENTS TO AGREEHENT.

C. MiSSIGAS SHOULD REMEMBER THAT UNDER USUAL COMDITIONS
USDA REQUIRES 68 DAYS TO DELIVER BULK COMMODITIES AND 75
DAYS TO DELIVER BAGGED COMMOOITIES TQ YS PCRT FRCM DATE
OF CCPY OF SIGMED AGREEMENT 1S RECEIVED IN ASCS
PROCURERENT GFFICE, KANSAS CITY. MISSION PROPOSED
SCHEDULE SMOULD REFLECT THIS TiME LAG.

0. 1T I3 BECOMING THCREASINGLY [KPORTANT T0 HAYE
CONTROUZ RE TUYMEFRAME FOR FROCESSING PROGRAMS AKD
SKIPPING COrNRDITIES., N THE FUTUFE, SECTION 416 .8)

UNCEASSIFIFD
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COMHODITIES WILL BE MANOLED IN SAME HMANNER AS TITLE |
AND |1, THAT IS5 HISSIONS AND RECIP'ENTS SHOULD PLAN FOR
PROGRAHMING ON FISCAL YEAR BASIS.

E. MISSIONS ARF ALSO REMINDED THAT CARGO FREFERENCE LAW
REQUIRES THAT 78 PERCENT OF THE TONNAGE UNDER THIS
PROGRAM BE SHIPPED OM US FLAG VESSELS FOR SHIPHENTS
APRIL 1, 1387 THROUGH HARCH 31, 1988, BEGINNING APRIL
1, 1988 THIS PERCENTAGE INCREASES TO 75 PERCENT

4. INFORMATION REQUIRED FOR WASHINGTOM CONSIDERATION

A, REGULATION 1@ OUTLINES IKFORHATION TO BE SUPPLIED IN
THE PLAN OF OPERATIONS 10 BE SUBHITTED 1O AID FOR
REVIEW/APPROVAL, ONE AREA WF HAVE EXPERIENCED PROBLEMS
IN THE PAST |S WITH RESPECT TO BELLMON AND USUAL MARKET
REQUIREHENT . UMR) INFORMATION, GIVEN THE FACT THAT HANY
COUNTRIES ARE RECE(VIKG LARGE FOOD AID ASSISTANCE FROM
YARIOUS SOURCES (TITLE |, || AND OTHER DONORS) AS WELL
AS SECTION 416 (B), IT IS IMPORTANT THAT HISSIONS AMD
COUNTRY OFF ICIALS REVIEW COMMODITY MEEDS IN TERHS OF ALL
RESOURCES, SUPPLYING COMP-ETE DETAILS AS 70 WHEN
COMMODITIES ARE MEEDED AND TYPES REQUIRED

B. AS A REMINDER, IN AODITION TO GUIDANCE CONTAINED IN
EXISTING REGULATION 18, FOR THE PLAN OF OPERATION THE
FOLLOWING IMFORMATIOM SHOULD BE SUPPLIED FOR ALL
PROPOSALS:

A1, INFORMATION AS TO WHETHER REPORTING
REQUIREMENTS HAVE BEEN HET. ALSO0, MISSIONS SHOULD
PROVIDE SUHHARY OF PROGRESS TO DATE IN ACHIEVING
PROGRAN OBJECTIVES OF EXISTING SECTION 416 ,B)
ACTIVITIES AND IDENTIFY ANY AREAS REQUIRING
ATTENTION, SUCH AS MONITORING AND EVALUATION.

(2).  FOR EACH COHMODITY REQUESTED FOR AMY HONETIZED
COMMODITIES AND ANY GOVERNMENT-TO-GOVERNHENT
FROGRAHS, WASHINGTON MEEDS SUPP-Y, DEMAND, AKD TRADE
INFORMATION , PREVIOUS S-YEAR MOMMFRCIAL IMPOARTS By
YEAR BY COUNTRY OF ORIGIM AND ESTIMATE FOR CURRENI
YEAR) FOR DETERMINING USUAL MARKETING REQUIREMENTS
IF THIS INFO HAS ALREADY BEEN SUPPLIED FOR
PROCESSING TITLE | OR TITLE I PROGRANS, MISSION
MEED CHLY UPDATE INFORMATION, AND PROVIDE CITATION
OF DOCUHENT THAT CONTAINS ORIGINAL DATA. HISSION IS
REHINDED THAT USDA DEVELOPS UMR LEVELS, WHICH THE
DEPARTHENT OF STATE CONSULTS ON WITH OTHER EXPORTING
COUNTRIES. MORMALLY 18 WORMING DAYS ARE ALLOWED FOR

THESE CONSULTATIONS.

.30, DATA WEEDED TO FACILITATE USDA MAKING REQUIRED
BELLHON DETERMIMATION . THAT 15 COUMTRY HAS THE
CAPACITY TO HANDLE, STORE, AND DISTRIBUTE
COMMODITIES WITHOUT SIGNIFICANT LOSS: AND THAT THE
COMMOOITIES REQUESTED WILL NOT RESULT IN SUBSTANTIA
DISINCENTIVE TO OR INTERFERENCE WITH DOMESTIC
PRODUCTION OR MARKETINGI. BELLMON INFORHATION MUST
BE CONF IRMED BY HOST GOVERKMENT AS WELL AS US
MISSION,

A, WHERE COMMODITIES ARE T0 BE SOLD, AGREEMENT
(ATTACHMENT A, PLAM OF OPERATION) HUST INDICATE
PRICE COMMODITIES TO BE 5S0LD .REFERENCE 10 QUOTE
CURRENT MARKET PRICE UNQUOTE WOULD BE SUFFICIENT IF
MO SPECIFIC PRICE IS 1O BE ESTABLISHED) AMD THAT
GEMERATIONS ARE-TO0 BE CEPOSITED INTO A SPECIAL
ACCOUNT. PLAN OF OPERATION MUST OUTLINE HOW

PROCEEDS ARE TO BE USED IM A MANKER CONSISTENT WITH
LEGISLATION .E.G, PER SECTION 416 .8 .7). FOR
HISSION USE WE QUOTE THE LEGISLATION:

QUOTE

416 .B).7) ELIGIBLE CONMODITIES, AND PRODUCTS THEREOF,
FURNISHED UNDER THIS SUBSECTIOK MAY BE SOLD OR BARTERED
OALY WITH THE APPROVAL OF THE SECRETARY AND SOLELY AS
FOLLOWS:

(A} SALES AMB BARTER THAT ARE INCIDENTAL TO THE
DOMATION OF TWE COMMODITIES OR PRODUCTS,

B SALES AND BARTER TO FINANCE THE DISTRIBUTION,

HAMOL ING, AMD PROCESSING COSTS OF THE DOMATED
COMMOO | TIES ON PRODUCTS IN (NE IMPORTING COUNTRY OR IN A
GOUNTRY THROUGM WHICH SUCH COMMODITIES OR PRODUCTS MUST
BE TRAMSSHIPPED, OR OTHER ACTIVITIES IN THE IMPORTING
COUNTRY THAT ARE CONSISTENT WiTH PROVIDING FOOD
ASSISTAMCE TO NEEDY PEOPLE.

(C) SALES AN@ BARTER OF COMMODITIES AND PROOUCTS
FURNISHED TO INTERGOVERNHENTAL AGENCIES OR
CRGAMIZATIONS, [MSOFAR AS THEY ARE COMSISTEMT WITH
MORMAL FROGRAMMING PROCEDURES IN THE DISTRIBUTION OF
COMMOOITIES HY THOSE AGENCIES OR ORGANIZATIOAS,

D11} SALES OF COHMMODITIES AND PRODUCTS FURNISHED TO
NON-PROF IT AXD VOLUNTARY AGENCIES, OR COOPERATIVES, FOR

FOOD ASSIETANCE UNDER AGREEMENTS THAT PROVIDE FOR THE
USE, BY THE AGENCY OR COOPERATIVE, OF FOREIGN CURRENCY
PROCEEDS GEMERATED FROM SUCH SALE OF COMMODITIES OR
PROCUCTS FOR THE PURPOSES ESTABLISHED IM CLAUSE .I1) OF
THIS SUBPARAGRAPH.

11} FOREIGM CURRENCY FROCEEDS GENERATED FROM THE SALES
OF CORMODITIES AND PRODUCTS UNDER THIS SUBPARAGRAPK
SHALL BE USED BY NONPROFIT AND VOLUNTARY AGEMCIES, OR
COOPERATIVES, FOR ACTIVITIES CARRIED OUT BY THE AGENCY

TRANSPORTATION, DISTRIBUTION, AND USE OF COHMOD|TIES AND
PROGUTTS DOKATED UNDER THIS SUBSECTION, INCLUDING FOOD
FOR WORN PROGRAMS AND COOPERATIVE AMD AGRICULTURAL
PROJECTS,

~111) EXCEPT AS OTHERWISE PROVIDED IN CLAUSE ,V), SUCH
AGREEMENTS, TAXEN TOGETHER FOR EACH FISCAL YEAR, SHALL
PROYIBE FOR SALES OF COMMODITIES AND PRODUCTS FOR
FOREIGH CURREMCY PROCEEDS IN AMOUNTS THAT ARE, (N THE
AGGREGATE, NOT LESS THAN § PERCENT OF THE AGGREGATE
VALUE OF ALL COMMODITIES AND PRODUCTS FURNISHED FOR
CARRYIG PUT FROGRANS OF ASSISTANCE UNDER THIS
SUBSECTIOW IN SUCH FISCAL YEAR. THE MIMIFUN ALLOCATION
REQDIREFENTS OF THIS CLAUSE APPLY WITH RESPECT TO
COMRODITIES ARD PROOUCTS MADE AVAILABLE UNDER THIS
SUBSECTION FOR CARRYING OUT PROGRAMS OF ASSISTANCE UNDER
TITLE 11 OF TRE AGRICULTURAL TRADE DEVELOPHENT AND
ASSISTAMCE ACT OF 1954, AND WOT WITH RESPECT TO
COMMOOITIES AMD PRODUCTS MADE AVAILABLE TO CARRY OUT THE
FOOD FGR PROGRESS ACT OF 1945,

(1Y) FOREIGN CURREMCY PROCEEDS GENERATED FROM THE SALES
OF COMTIODITIES OR PRODUCTS UNDER THIS SUBPARAGRAPH SHALL
BE EXPENDED MITHIK TNE COUNTRY OF ORIGIN VITIN ONE YEAR
OF ACQUISITION OF SUCH CURRENCY, EXCEPT THAT THE
SECRETARY MAY PERMIT THE USE OF SUCN PROCEEDS . 1) IN
COUNTRIES OTRER THAM THE COUNTRY OF ORIGIN AS MECESSARY
T0 EXPECITE TWE TRAMSPORTATION OF COMMODITIES AMD

[INCTASSITFIED
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PROOUCTS FURNISHED UMDER THIS SUBSECTION, AND 11} AFTER
OME YEAR OF ACOUISITION AS APPROPRIATE TO ACHIEVE THE
PURPOSE OF CLAUSE ..

.¥) THE PROYISIONS OF CLAUSE . 111) OF THIS SUBPARAGRAPH
ESTABL ISHING MINIMUM ANNUAL ALLOCATIONS FOR SALES AND
USE OF PROCEEDS SHALL NOT APPLY TO THE EXTENT THAT THERE
HAVE KOT BEEN SUFFICIENT REQUESTS FOR SUCH SA-ES AND USE
OF PROCEEDS NOR 10 THE EXTENT REQUIRED UNDER FARAGRAPH
13

LB} SA-ES AND BARTER TO COVER EXPENSES INCURRED UNDER
PARAGRAPH .51, A1,

NO PORTION OF THE PROCEEDS OR SCRVICES REALIZED FROH
SALES OR BARTER UNDER THIS PARAGRAPH MAY BE VSED TO MEET
OPERATIKG AMD OVERHEAD EXPENSES, EXCEPT AS OTHERWISE
PROYIDED 1IN SUBPARAGRAPH €I AND EXCEPT FOR PERSOMNEL
AND ADMINISTRATIVE LJ5TS INCURKED BY LOCAL COOPERATIVES.

UNQUOTE

IT SHOULD BE NOTED THAT THE LIMITS ON THE USES OF
PROCEEDS ARE DIFFERENT FOR PVO'S AND COOPERATIVES, FOR
INTERHATIOMAL ORGANIZATIONS AND FOR BILATERAL PROGRAHS.
FOR GOVERNMEMT-TO-GOVERNHENT PROGRAMS (INCLUDING SUGAR
QUOTA AGREEHENTS), PROCEEDS MUST BE USED FOR ACTIVITIES
COMSISTENT WITH PROVIDING FOOD ASSISTANCE TO NEEDY
PEOPLE. MISSION WiLL WANT TO ASSURE COMMODITIES ARE
SOLD |M MANNER SIMILAR TO TITLE | OR || COMHODITIES
«FAIR MARKET VALUEl & 50 AS TO GENERATE A REASONABLE
LEVEL OF LOCAL CURRENCY AND NOT HAVE A NEGATIVE |NMPACT
OM LOCAL MARKETING. GENERALLY, PRICE SHOULD BE
COMPETITIVE WITH OTHER AVAILABLE SOURCES OF THE
CORHODITY,

WHERE FEASIBLE, GENERATED CURRENCIES SHOULD BE DEPOSITED
INTO AN INTEREST BEARING ACCOUNT FOR CONTROL AND
MONITORING. THE ACCRUED INTEREST WILL BE ADDED TO THL
PRINCIPAL AND DISBURSED FOR APPROVED PROJECTS.

(3), UNLESS MISSIONS ADVISE OTHERWISE, AGREEHENTS
WILL BE SIGNED IN WASHINGTON BY AID/W, USDA/CCC AKD
KOST GOVERNHENT'S US EMBASSY. (F THERE IS A REASON
WHY THE AGREEMENT MUST BE SIGNED IN THE FIELD,
WASHINGTON SHOULD BE ADVISED AT TIME PROPOSAL
SUBMITTED AND HISSION SHOULD REALIZE THAT SUCH
ARRANGE::ENTS MAY REQUIRE ADDITIONAL TIME, GEMERALLY
ABOUT 18 DAYS.

5. SIMPLIFIED AGREEMENT

A, THERE ARE ATTACHED SAMPLE REYISED SECTION 416 .8)
AGREEMENTS WHICH CONTAIN STANDARD LANGUAGE FOR ALL
COUNTRIES, WITH AN ATTACHMENT A PLAN OF OPERATION, WMICH
COMTAINS COUNTRY-SPECIFIC INFORMATION . INCLUDING BRIEF
DESCRIPTION OF THE PROGRAM). THE PROPOSAL/REQUEST
SHOULD IMCLUDE PROPOSED LANGUAGE TO BE INCORPORATED IN
ATTACHHENT A .PLAM OF OPERATION), PROPOSED LANMGUAGE

SHOULD BRIEFLY SUHHMARIZE THE PROGRAM, INCLUDING DETAILS
ON HOW PROCEEDS ARE TO BE USED IF SOME OR ALL OF
CUNMROOITY . IES) IS MOMETIZED. A SAMPLE FOR DIRECT
DONATIWMS AS WELL AS A HONETIZATION PROGRAM ARE PROYIDED
AT THE END OF TMIS MESSAGE FOR FIELD USE, THESE FORMAIS
SHOULD BE USED UNTIL REGULATION 18 I35 REVISED. THE
REVISION WILL REPLACE MANY STANDARD PROVISIONS M THE
REGULATION ANO WILL FURTHER SIMPLIFY THE AGREEMENTS.

B. BELLHON INFORHMATION WILL BE REVILWED AND APPROVED

STATE Q08451 3799 BesEm

PRIOR TO AGREPYENT SIGNATURE, HOWEVER, AS IS THE CASE
FOR TITLE | AGEEHENTS, THE AGREEMENT WILL NOT REPEAT
NOT IMCLUDE AW DETAILS ON BELLHON DETERMINATION.

C. TO ASSISTMISSION, PARR 7 BELOW COMTAINS SAMP-E FY
48 SECTION 41% ,B) AGREEMENTS.

6. REPORTIMG REQUIREMENT
A, REGULAR 426 .B) - DONATION PROGRAM

UMDER EXISTING REGULATIONS . AID REGULATION 18) REPORTING
REGUIREMENTS ¥R COMMODITY DONATIONS ARE LINITED 10
COOPERATING SPANSOR SEMI-ANNUAL REPORTING ON RECEIPT AMD
DISTRIBUTION ® COMHODITIES. THIS LINITED REPORTING
PROVIDES INSUFFICIENT INFORMATION FOR DETERMINING IF
PROGRAM |5 ACMLEVING OBJECTIVES SET FORTH IN THE
PROPOSAL.  THEREFORE, WASHINGTON 1S REVIEWING EXISTING
REGULATION 18 TO DETERMINE WHAT MODIFICATIONS IN
REPORTING MAY EE REQUIRED. FOR THE TiKE BEING,
COOPERATING SPONSOR SHOULD INCLUDE IN THE [~MI-ANNUAL
REPORT A STATEFENT ON SUHMARY OF PROGRESS IN ACHIEVING
PROGRA OBJECTIVES, INCLUDING BOTH POSITIVE AND NEGATIVE
ASPECTS, IF AN, MISSIONS SHOULD FORWARD THESE

SENI -maMUAL REPORTS TO WASHINGTON ALONG WITH HISSION
COMMENTS, AS BPPROPRIATE, CONFIXMING OVERALL PROGRESS.

B. REGULAR 415 .B) - SALES/BARTER

COMMODITIES WKICH ARE SOLD OR BARTERED REQUIRE
ADDITIONAL REPORTING. WASHINGTON IS REVISING REGULATION
L8 TO INCORPORATE LEGISLATIVE CHAMGES GOVERNING
REPORTING ON SXLES OR BARTER .SECTION 416 .B) .9), FOR
SALES AMD BARTER, EACH RECIPIENT OF COMMODITIES MUST
SUBHIT TO THE SECRETARY OF AGRICULTURE DOCUMENTATION TO
BE SURNTTTED T0 WASHINGTON, ATTENTION FVA/FFP/PCO), AT
LEAST CME REPERT ANNUALLY NOT LATER THAN DECEMBER 3,
FOLLOWING THE END OF THE FISCAL YEAR IN WHICH THE
CORMODITIES ASE RECEIVED. THE SECRETARY OF AGRICU-TURE,

IN TURM, IS REQUIRED TO SUBMIT TO CONGRESS BY FEBRUARY
15 EACR YEAR & REPORT ON SALES AND BARTER AND USE OF
FORE|GH CURRERCY PROCEEDS UNDER SECTION 416 ,8) PROGRANS
OURIWG TRE PRICEDING FISCAL YEAR, THE LEGISLATION
REQUIRES THAT THE REPORT TO CONGRESS MUST INCLUDE
INFORPAT | ON o8

QUOTE

I TRE QUANTITY OF COMMODITIES FIRNISHED FOR SUCK SALE
O EAMTER,

i1, TRE ANOUNT OF FUNDS . INCLUDING UOLLAR EQUIVALENTS
FOR FOXE|GR CWIRENCIES) AMD VALUE OF SERVICES GENERATED
FROM SUCH SALES AND JARTER IN SUSH FISCAL YEAR;

I11. 80Y SUCHE FUNDS AND SERVICES WERE USED;

IV. TRE ANOMNT OF FOREIGN CURREMCY PROCEEDS THAT WERE
USED UXDER ACRTEMENTS UNDER SUBPARAGRAPH .D) OF
PARAGRAPH .7) IN SUCH FISCAL YEAR, AMD THE PERCEKTAGE OF
THE QUANTITY & ALL COMMODITIES AND PRODUCTS FURMISHED
UNDER TMIS SSESECTION IN SUCH FISCAL YEAR SUCH U3E
REPRESEMTED;

Y. THE SECRETARY'S BEST ESTINATE OF [NE AMOUNT OF
FOREIGN CUARERCY PROCEEDS THAT WILL BE USED, UNDER
AGREEMENTS WBER SUBPARAGRAPK .D) OF PARAGRAPN (1), IN
THE TMER CURBENT FISCAL YEAR AND THE WEXT FOLLOVING
FISCAL YEA® ,iF ALL REQUESTS FOR SUCH USE ARE AGREED

INCEASCIFEIER
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TO), AMD THE PERCENTAGE THAT SUCH ESTIMATED USE
REFRESENTS OF THE QUA g L COMHMODITILS AKHD SAMP -k REGULAR 416 DIRECT TEEDING
PROOUCTS THAT THE S RY ESTI ES MILL BE FURNISHED COMMODITIES OTHER THAN DAIRY PRODUCTS)
UNDER THIS SUBSECTION IN EACH 3UCH FISCAL YEAR;
0GSH:
Wi, THE EFFECTIVEMESS OF SUCH SALES, BARTER, AND USE
DURING SUCH FISCAL YEAR [N FACILITATING THE DISTRISUTION COUNTRY:
QF COMMODITIES AND PROPUCTS UNDER THIS SUBSECTION;
URITED STATES GOVERNMENT

¥il, THE EXTENT TO WHICK SALES, 8 R, SESe= AGRICULTURAL COHMODITY FOREIGN DGRATION AGREEMENT

(SECTION 416 ,B))
I} DISPLACE OR INTERFERE WITH COMMERCIAL SA-ES OF

UNITED STATES AGRICULTURAL COMHODITIES AND FRODUCTS THAT THE AGEMCY FON INTERMATIONAL DEVELOPHEMT .A.1.0.), THE
OTHERWISE WOU-D BE MADE, COMMODITY CREDIT CORPORATION .CCC) AND THE GOVERKMENT

o< , HEREIN REFERRED TO AS THE
I1) AFFECT USJAL HARMETINGS OF THE UNITED STATES, COOPERATING SPCHSOR, AGREE AS FOLLOWS:

(L1} DISRUPT WORLD PRICES OF AGRICULTURAL COMMODITIES OR 1. CGC AGREES TO DONATE TO THE COOPERATING SPONSOR
NORMAL PATTERNS OF TRADE WITH FRIEMOLY COUNTRIES, OR AGRICULTURAL CSHMODITIES OF THE KIND AND AMOUKT

SPECIFIED IM SECTION 2 PURSUANT TO THE AUTHORITY OF
(1Y) DISCOURAGE LOCAL PRODUGTION AND HARKETING OF SECTION 415.K) OF THE AGRICULTURAL ACT OF 1943, AS
AGRICULTURAL COHMHODITIES IN THE COUNTRIES 1t WHICH AMENDED. CCC SHALL DELIVER SUCH COMMODITIES ONLY IN
COMMODI TIES AND PRODUCTS ARE OISTRIBUTED UND/R THIS ACCORDANCE WITH THE DELIVERY SCHEDULE SPECIFIED IN
SUBSECTION; AND SECTION 2,

VIll, THE SECRETARY'S RECOHHENDATIONS, mF 2, MGRICULTURAL COMMODITIES TO BE DONATED TO THF
CHANGES TO IMPROVE THE CONDUCT OF SALES RTER, COOPERATIMG SPONSOR ARE AS FOLLOWS:
ACTIVITIES UNDER PARAGRAFPH (1
DEL I VERY

UKQUOTE <= QUANTITY MONTH TO  FOREIGN PORT

PRODUCT PACKAGE MTS ,LBS/82@) U.S. PORT DESIGNATION
B. EACH AGREEMENT ALTHOR|IZING MONETIZATION WILL SPECIFY
THE TIMING OF COOPERATING SPONSOR REPORTS, AND SPECIFY TOTAL
THE INFORMATION REQUIRED BY LAW TO BE FURNISHED BY THE
COOPERATING SPONSOR, « COOPERATING SPONSCR REPORTING NOTE: TWE COOPERATING SPONSOR WILL PROMPTLY INFORM CCC
SHOULD BE ESTABLISHED |H SUCH A HANNER 50 THAT THE OF ANY DESIRED CHANGE IN THE ABOVE DELIVERY SCHEDULE BY
REPORT 1S FORWARDED ALONG WITH MISSION REACTIONS AND MOTIFYING THE CMIEF, EXPORT OPERAT ONS BRANCH,
CONFIRMATION TO 23RIVE IN WASHINGTON BY NO LATER THAN AGRICU-TURAL STABILIZATION AND CONSERVATION SERVICE/USDA,
DATE SPECIFIED ‘% EMENT |N ORDER TO ALLOW TIME FOR KANSAS CITY COAMODITY OFFICE ,NCCO), P.0. BOX 413205,
FYA/FFP/PCD TC 25E2ZRE FEBRUARY REPORT 7O CONGRESS, 8Y KANSAS CITY, MISSOURI, 64141-8285, TELEPHONE .B16)
AIO-USDA AGREE=EST MOU) THIS REPORT IS SUBMITTED TO 926-6651, AMD CCC WILL ENDEAVOR TO COORDINATE A MUTUALLY
USDA BY EACH .a%i<as 1§ ACCEPTANLE REVISED DELIVERY SCHEDULE, CCC IS NOY

REQUIRED TO DELIVER COMMODITIES LATER THAN THE DELIVERY
C. REGARDING 33035 OR BARTER, IN GENERAL WE HAVE FOUND DATES SPECIFIED ABOVE UNLESS A REV SED DE-IVERY SCHEDULE
LOCAL CURRENCY PROGRAMMING REQUIRES INCREASED MONITORING IS AGREED Urom,
AND REPORTING TO ASSURE COMFCRMANCE WITH TERMS OF
AGREEMENT. IN QRDER FOR WASHINGTON TO BE RESPOMSIVE TO 3, TRE PAYMEMT OF ALL COSTS ASSOCIATED WITH THE
THE CONGRESS|ONAL AXNUAL REPORTING REQUIREMENTS, AT A REPROCESSING, PACKAGING, TRAMSPORTING, MAMDLING AND
MINIMUM SEMI-ANNUAL REFORTS WILL BE REQUIRED OR WHERE
MISSION'S OR COOPERATING SPONSORS ANTICIPATE PROBLENS, OTHER CAARGES IMCURRED IM THE DISTRIBUTION OF THE
SUGGEST QUARTERLY REPORTS MIGHT BE DESIRABLE, IN AGRICULTURAL COMMODITIES WILL BE APPORTIONED AS
SUMMARY, THESE REPORTS SHOULD BE FORWARDED TQ FOLLOVS:
FYA/FFP/PCD AND IN LIME WITH LEGISLATION DETAIL THE
FOLLOVING: THE QUANTITY OF COMMOGITIES FURNISHED FOR A, CCC AGREES TO DONATE THE AGRICULTURAL COMMODITIES
SALES/BARTER, AMOUNT OF FOREIGN CURRENCY PROCEEDS YITHOUT CMARGE AND TO PAY THE FOLLOWING COSTS:
GENERATED . IM US DOLLARS), THE AMOUNT OF FUNDS OCERM TRANSPORTATIOM, SURVEY FEES, AND
DEPQSITED, AMOUMT OF FUNDS DISBURSED FOR PURPOSES REPACKAGING OF DAMAGED COMMODITIES; PROCESSING,
SPECIFIED IN AGREEMEMT ATTACHMEMT A, BEST ESTIMATE OF WASDL ING, AMD TRANSPORT COSTS TO U.S, PORT.S) OfF
AMOUNT OF FUNDS TO BE DISBURSED DURING FOLLOWING FISCAL MLOCAT 10N,
YEAR, AND THE EFFECTIVEMESS OF LOCAL CURREMCY
USAGE/PROGRANM I NG. . TWE COOPERAT ING SPONSOR AGREES TO PAY THE

FOLLOWING COSTS: IMLAND TRANSPORTATION, MANDL|ING

7, IN CASE A PROPOSAL INCLUDES BOTH DIRECT FEEDING AND A DISTRIBUTION WITHIN THE
SALES, MISSION SHOULD USE PERTINEMT PARTS OF RESPECTIVE COOPERAT ING SPONSOR AGREES TO ARRAMGE FREIGHT
SAN-E AGREEMENTS, PROVIDED BELOV, FORWMRD | MG AND BOOX I NG,

R, SAMPLE ATREEMENTS: SPECIFIC PROVIS|OMS MAY BE 4. WOTWITASTANDING SECTION 218.5 .0) .2) . 1), AID

DIFFERENT TO REFLECT FOB DELIVERY OF BULK COMMODITIES, REGULATION 18, THE CIOPERATING SPONSOR AGREES 10
ARRANCE QCIAN TRAMPORTATION AMD FREIGHT FORWARDING

APPORT | OAMENT Of COSIS, ETC.) 30 AS TO ComPLY WITH THE REQUIRCMEMIS OF CCC

INCIASSIFIFD
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REGARDING THE QUANTITIES OF COMMODITIES MADE
AVAILABLE UNDER THIS AGREEMENT THAT HUST BE CARRIED
OW U. 5, FLAG VESSELS.

1799 #8968 AIDI622

3. THE COOPERATING SPONSOR AGREES 10 USE THE
AGRICULTURAL COHHODITIES ONLY IN ACCORDANCE WITH THIS
AGREEMENT AND THE APPROVED PLAN OF OPERATION, A COPY
OF WHICH IS ATTACHED HERETO AS ATTACHMENT A.

6, THE QUALITY OF AGRICULTURAL COMMODITIES TO BE DONATED
BY THE CCC AND THE PACKAGING DESCRIPTIONS WiLL BE IN
ACCORDANCE WITH THE SPECIFICATIONS IN ATTACHMENT B TOD
THIS AGREEMENT,

1. EXCEPT AS OTHERWISE PROVIDED HEREIN, THE TERMS ANOD
COMDITIONS SET FORTH IN A!D REGULATION 18 ARE
INCORPORATED INTO AND MADE A PART OF THIS AGREEMENT,
AND ALL REFERENCES THEREIN TO DAIRY PRODUCTS SHALL BE
DEEMED TO APPLY ALSO TO THE DONATION OF OTHER
AGRICULTURAL COMMODITIES UNKDER THIS AGREEMENT

k. IN LIEU OF SECTION 218.18.G), A.1.D.
THE FOLLOWING SHALL APPLY:

REGULATION 18,

THE AHOUNT TO BE PAID FOR MISUSED, LOST OR
DAMARGED, SHALL BE DETERMINED ON THE BASIS OF THE
MARKET PRICE AT THE TIME AND PLACE THE MISUSE, LOSS
OR DANAGE OCCURRED OR, IN CASES WHERE IT 15 NOT

FEASIBLE TO QBTAIN OR UCTERMINE SUCH MARKET PRICE,
THE F A5, COMMERCIAL EXPORT PRICE OF THE COMMODITY
AT THE TIHE AND PLACE OF EXPORT, PLUS OCEAN FREIGHT
CHARGES AND OTHER COSTS INCURRED BY THE GOVERWMENT OF
THE UNITED STATES IM MAKIMG DELIVERY TO THE
COOPERATING SPONSCR WHEN THE VALUE |5 DETERMINED ON
A COST BASIS, THE MON PROFIT PRIVATE HUMANITARIAN
ORGANIZATION, COOPERATIVE, OR INTERGOVERNHENTAL
ORGANIZATION MAY ADD TO THE VALUE ANY PROVABLE COSTS
IT HAS INCURRED PRIOR TO DELIVERY BY THE OCE&N
CARRIER. IN PREPARING THE CLAIM STATEMENT, THESE
COSTS SHALL BE CLEAR-Y SEGREGATED FROM COSTS |NCURRED
BY THE U.5. GOVERNMENT WITH RESPECT TO CLAIMS OTHER
THAN QCEAM CARRIER LOSS AND/OR DAMAGE CLAIHS, THE
YALUE OF MISUSED, LOST OR DAMAGED COMMODITY MAY BE
DETERNIMED O SOME OTHER JUSTIFIABLE BASIS, AT THE
REQUEST OF THE COOPERATING SPONSOR AND/OR UPOK THE
RECOMMENDAT |ON OF THE USAID OR LIPLOHATIC POST,

8.  THIS AGREEMENT SHALL BE SUBJECT TO SUSPENSION OR
TERHINATION UPON FINDIKG BY CCC THAT .1} ADEQUATE
STORAGE FACILITIES ARE NOT AVAILABLE IN THE RECIPIENT
COUNTRY, OR THAT (2) THE DISTRIBU1:ON OF THE
COMMODITY IM THE RECIPIENT COUNTRY. WILL RESULT IN &
SUBSTANTIAL DISINCENTIVE TO OR INTERFERENCE WITH
DOMESTIC PRODUCTION OR MARKETING IN THE COUNTRY.

FOR THE GOVERMMENT OF THE UMITED STATES

AGENCY FOR IMTERNATIOMAL DEVELOPHENT  COHHODITY CREDIT
COOPERAT I 0N

I By;
TITLE:  DEPUTY ASSISTANMT

ADHINISTRATOR AND COORDIMATOR
FOOD FOR PEACE

TITLE: WEWERAL SALES
HANAGER, FAS AND
VICE PRESIDENT
COMNODITY CRED|T
CORPORATION

DATE: DATE:

INCIASSTFIEN
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FOR THE GOVERSMENT OF
REQUEST AND ACCEPTANCE
THE ASSISTANCL DESCRIBED IN THIS AGREEMENT |5 REQUESTED
AND THE TERMNS AMD CONDITIONS OF THIS AGREEMENT AND OF
A 1D, REGULATION 1@, EXCEPT AS OTHERWISE SPECIFICALLY
PROVIDED WEREIN, ARE ACCEFTED.
COOPERAT ING SPONSOR
i
TITLE:
DATE:

ATTACHHENT A

SECTION 415 ,B)
FLRY OF OPERATION - DIRECT FEEDING

SECTION 416 .)E) PROGRAM FOREIGN DOMATION PROPOSED FLAN OF
OPERAT | OH

1. NAME AMD ADDRESS OF APPLICANT:

2. COUMTRY IR WHICH THE COMMODITIES WILL BE USED:
3. KIND AMD QUANTITY OF COMMODITIES REQUESTED:

4. BELIVERY SCHEQULE:

$. PROGRANM BESCRIPTION:

DESCRIBE PROGRAM FOR WHICH FOOD WILL BE DISTRIBUTED AND
THE TARGET GRoOUP,)

6. DISTRIBUTION METHODS:

1. DESCRIBE RECORDS TO BE USED TO CONTROL DI, T2IBUTION OF TH
AGRICULTURAL COHHODITIES FROM THE TIME TITLE 1S 1RANSFERR

T0 THE APPLICANT/CUUPERAT NG SPONSOR UNTIL IT REACHES THE
ELIGIBLE RECIPIENT:

B. DESCRIBE PARTICIPATION N THE PROGRAM BY ANY OTHER
ORGARIZATION OR GOYERXHENT AGENCY OF THE FOREIGM COUNTRY.

9. DESCRIBE PORT AND STURAGE FACILITIES [N THE COUNTRY THROQ
WICR SECTION 416 (8] COMMODITIES WILL BE RECE|VED:

18, EXPLAIN ARRANGEMENTS TO BE USED TO ASSURE THAT THE
AGRICULTURAL COMMODITIES WILL NOT DISPLACE NORMAL
COMERC |AL PERCHASES BY PROPOSED RECIPIENTS.

I1, W PDOITION TO THE REPORTING REQUIREMENTS COMTAINED IN
AlD EEGULATI®E 18, THE GOVERNMENT OF .OR

KOM PROF I T BWIANITARIAN ORGAMIZATION OR COOPERATIVE)

WILL FUmMIST THE USG SUCH INFORMATION AND REPORTS

RELATING TO THE AGREEMENT AS |T MAY REQUEST,

12. USUAL MEXETING REQU(REMENTS:
GOVERMIENT PROGRAM ONLY)

. GOYERNHENT TO

THE GOVERWNMERT OF WILL ENDEAVOR TO IHPORT
0N A COMMERCIAL BASIS OF AT LEAST METRIC TONS
of FROM ALL ORIGINS DURING U.S5. FISCAL
YEAR AS SOOM AS POSSIBLE AFTER THE END OF
V.S, Flsca YEaR THE GOVERNMENT OF
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AGREES 10 FURNISH CCC INFORMATION ON ACTUAL COMMERCIAL

IMPORTS WADE DURING THE YEAR OF I ORDER

TO CONF IRM THE ABOVE ESTABLISHED UMR, PLEASE PROVIDE

SUPPORTIVE COMMERCIAL IMPORT DATA FOR PREVIOUS S-YEAR

8Y COUMTRY OF ORIGIN AND ESTIMATES FOR CURRENT FiSCAL

YEAR.)

13, ASSURANCES:

THE GOVERWHENT OF HAS AGREED NOT TO
EXPURT NOR THE SANE PRODUCT UNDER A
DIFFERENT MAME) DURING U.5, FISCAL YEAR

14, - DESCRIBE THE TRANSPORTATION SYSTEM WHICH WILL BF
USED TO HOVE THE AGRICULTURAL FRODUCTS FROM THE
RECEIVING POINT TO THE POINT DISTRIBUTION 15 MADE 10
RECIPIENT,

1S, - DESCRIBE AMY REPROCESSING OR REPACKING THAT VILL
OCCUR IN-COUNTRY.

16, = EXPLAIN KOV COSTS OF ADMINISTRATION, STORAGE,
TRANSPORTATION, PROCESSING, REPACMAGING, |SSUANCE OF
IMFORMATIVE MATERIAL WILL BE FINANCED

17 = EXPLAIN HETHODS OF EDUCATING RECIPIEMTS ON THE
SOURCE OF THE PRODUCT, PROGRAM REQUIREMENTS, AND

CONMODITY PREPARATION AND USE

I8 = DESCRIBE QOTHER CONTRIBUTIONS AND WHAT ROLE THEY PLAY
IN THE PROGRAN,

19, - DESCRIBE METHOD TO BE LSED TO SUPERVISE AND MONITOR
DISTRIBUTION OF THE COMMODITY TO ASSURE INTENDED USE
IS ACCOMPL I SHED

28 - PROVIDE INFORMATION THAT THE COGPERATING SPONSOR HAS
RECEIVED APPROVAL FROM THE GOVERNMENT T IMPORT

DONATED COMMODITIES FREE FROM ALL CUSTOM DUTIES,

TOLLS. TAXES, ETC.

SAMPLE SECTION ®16 .B) MONETIZATION
= OGSH/416 (B) DOP:
T COURTRY:

UNITED STATES GOVERNMENT
AGRICULTURAL COMHODITY FOREIGN DONATIOM AGREEMENT
(SECTION 416 .B))

THE AGEMCY FOR INTERMATIONAL DEVELOPHENT .A.1.D,), THE
COMMOO I TY CREDIT CORPORATION ,CCC), AHOD
(COOPERATING SPONSOR) AGREE AS FOLLOWS:

I, CCC AGREES TO DOMATE TO THE COOPERATING SPONSOR
AGRICULTURAL CONNMOOITIES OF THE KIND AND AMOUNT
SPECIFIED N SECTION 2 PURSUANT TO THE AUTHORITY OF
SECTION 416,8) OF THE AGRICULTURAL ACT OF 1943, AS
AMENDED. CCC SHALL DELIVER SUCH COMRODITIES ONWLY IN
ACCORDANCE WITH THE DELIYERY SCHEDULE SPECIFIED IN
SECTION 1.

1. AGRICULTURAL COMMODITIES TO BE DOWATED TO THE
COOPERATING SPONSOR ARE AS FOLLOWS:

DELIVERY
QUANTITY HONTH TO FOREIGN PORT

PROOUCT  PACKAGE NTS _LBS/20@) U.5. PCRT DESTIMATION

QUTGOING
TELEGRAN

STATE @e@4s)
TOTAL

MOTE; TNE COOPERATING SPONSOR WILL PROMPTLY INFORY CCC O
AMY DESIRED CMANGE IN THE ABOVE DELIVERY SCHEDULE BY
HOTIFYING THE CHIEF, EXPORT OPERATIONS BRANCH, AGRICULTURAL

STABILIZATION AND COMSERVATION SERVICE, USDA, KAMSAS CITY
COMMOOITY OFFICE (KCCO), P.0. BOX 413285, KANSAS CITY,
AISSOURI, 6A141-0285, TELEPHONE .B16) 926-6658, AND CCC
VILL EMDEAVOR TO COORDINATE A MUTUALLY ACCEPTABLE REVISED
DELIWERY SCHEBULE. CCC IS NOT REQUIRED TO DEL|VER
COMHODITIES LATER THAN THE DELIVERY DATES SPECIFIED ABOVE
UNLESS A REVISED DELIVERY SCHEOULE IS AGREED

UPON,

3, THE PAYMENT OF ALL COSTS ASSOCIATED WITH THE
REPROCESSING, PAGKAGING, TRANSPORTING, HAND-ING AND
OTHER CNARGES INCURRED IN THE DISTRIBUTION OF THE
AGRICULTURAL COMMODITIES WILL BE APPORTIONED AS
FOLLOWS:

A, CCC AGREES TO DOMATE THE AGRICULTURAL COMMODITIES
WITHOUT CMARGE AND TO PAY THE FOLLOWING COSTS:
OCEAN TRAMSPORTATION, SURVEY FEES, AND
REPACKAGING OF DAMAGED COMHODITIES; PROCESSING,
NANOL |G, AND TRANSPORT COSTS T0 U.S. PORT.S) OF
ALLOCAT I 0u,

B. TWE COOPERATING SPONSOR AGREES TO PAY THE
FOLLOWING COSTS: INLAND TRANSPORTATION, HANOLING
MID DISTRIEUTION WITHIN THE
CCOPERATING SPONSOR AGREES TO ARRANGE FREIGHT
FORVARDING AND BOOAING.

A, WOTWITHSTRNDING SECTION 218,5 .0} (2) . 1), AID
REGULATION 18, THE COOPERATING SPONSOR AGREES T0
ARRAMGE OCEAN TRANSPORTATION AND FREIGHT FORWARDING
S0 AS TO COrP-Y WITH THE REQUIREMENTS OF CCC
REGARDING THE QUANTITIES OF COMMODITIES HADE
AVAILRSLE UMDER THIS AGREERMENT THAT MUST BE CARRIED
OM U.5. FLAG VESSELS.

5. THE COOPERATING SPONSOR AGREES TO USE THE
AGRICULTURAL COHMOOITIES ONLY |N ACCORDANCE WITH THIS
AGREEMENT AMO THE APPROVED PLAN OF OPERATION, A COPY
OF WRICH IS ATTACHED WERETO AS ATTACHMENT A.

b, TRE QUALITY OF AGRICULTURAL COMMODITIES TO BE DONATED
BY THE CCL AMD THE PACKAGING DESCRIPTIONS WILL BE IN
ACCORDAMCE VITH THE SPECIFICATIONS IN ATTACHMENT B TO
THIS AGREERENT,

1. EXCEPT AS OTHERVWISE PROVIDED WEREIN, THE TERMS AND
CONDITIONS SET FORTM IN AID REGULATION 18 ARE
IKCORFORATED INTO AMD MADE A PART OF THIS AGREEMEMT,

AND ALL ®EFERENCES THEREIN TO DAIRY PROOUCTS SHALL BE
DEEMED TO APPLY ALSO TO THL DONATION OF OTHER
AGRICULTWIIAL COMMODITIES UNDER THIS AGREEMENT.

§. INLIEU OF SECTION 218.108.G), A 1.D, REGULATION 18,
THE FOLLOVING SHALL APPLY:

THE AMOUNT 10 BE PAID FOR HISUSED, LOST OR
DAMAGED, SNALL BE OETERMINED ON THE BASIS OF THE
MARKET PRICE AT THE TIME AND PLACE THE MISUSE, LOSS
OR DAMAGE NCCURRED OR, IN CASES VHERE [T 15 NOT
FEASIBLE 10 ORIAIN OR DETERMINE SUCH HARKET PRICE,
THE F.A.5 COMMERCIAL EXPORT PRICE GF THE COMMODITY

IINCIASSIFIFR
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AT THE TIHE AMD PLACE OF EXPORT, PLUS OCEAN FREIGHT VESSELS;
CHARGES AND OTHER COSTS INCURRED BY THE GOVERNHENT OF
THE UMITED STATES IN HAKING DELIVERY TO THE .2) GUANTITY OF AGRICULTURAL COMMODITIES SOLD,
COOPERATING SPONSOR, WHEN THE VALUE 1S DETERMINED ON FROCEEDS GEWKERATED, AND PROCEEDS DEPOSITED INTO
A COST BASIS, THE MON-PROFIT PRIVATE HUMANITARIAN THE SPECIAL ACCOUNT OURING THE REPORTING PERIOD
ORGAN|ZATION, COOPERATIVE, OR INTERGOVERM; SNTAL AMD INTEREST . IN LOCAL CURREMCY AND US DOLLAR
ORGANIZATION MAY ADD TO THE VALUE ANY PROVABLE COSTS EQUIVALENT) ;
IT HAS IMCURRED PRIOR TO DELIVERY BY THE OCEAN
CARRIER, IN PREPARING THE CLAIN STATEMENT, THESE .3) ESTIMATED COMMODITY INVENTORY AT THE END OF THE
COSTS SHALL BE CLEARLY SEGREGATED FROM COSTS |NCURRED REPORTING PERIOD;
BY THE U.S. GOVERNMENT. WITH RESPECT TO CLAIMS OTHER
THAM OCEAN CARRIER LOSS AND/OR DAMAGE CLAINS, THE .4) QUANTITY OF COMHODITY ON ORDER AMD IN TRANSIT
VALUE OF MISUSED, LOST OR DAMAGED COHMODITY MAY BE DURING THE REPORTING PERIOD;
DETERMINED ON SOHE OTHER JUSTIFIABLE BASIS, AT THE
REQUEST OF THE COOPERATING SPONSOR AND/OR UPON THE 5) STATUS OF CLAIMS FOR COMMODITY LOSSES BOTH

RECOMMENDAT 10X OF THE USAID OR DIPLOMATIC POST.
RESOLVED AND UNKESOLVED DURING THE REPORTING

9. IN LIEU OF SECTION 21@.5 .B) .4), .B) .5}, OR .B) .6) PERIOO;
OR AMY OTHER PROVISIONS OF A/ 1.0, REGULATION 18
PROHIEBITING THE SALE OF AGRICULTURAL COMMODITIES (6) QUAKTITY OF COMMODITY DAMAGED OR DECLARED UNFIT
DOXATED UNDER THIS AGREEMENT, THE COOPERATING SPONSOR DURING THE REPORTING PERIOD; kD
MAY SELL SUCH COMMODITIES WITHIN FOR
THE PURPOSE OF GENERAT|NG LOCAL CURRENCY TO BE USED 1) DISBURSERENTS FROM THE SPECIAL ACCOUMT FOR THE
IN ACCORDANCE WITH THE APPROVED PLAN OF OPERATION PURPOSES SPECIFIED IN THE PLAN OF OPERATION . IM
. ATTACHHENT Al, LESAL CURRENCY AND US DOLLAR EQUIVALEMT).
19. !M LIEU OF SECTION 218,11 ,A) AND .Cl, A.1.D, 11, SECTIOA 219.7 .B) OF AID REGULATION 18 IS DELETED IN
REGULATION 18, THE FOLLOWING SHALL APPLY; ITS ENTIRETY. THIS WAIVES THE REQUIREMENT THAT
REPACKAGED SECTION 416 .B) AGRICULTURAL COMHODITIES
A. THE COOPERATING SPONSOR SHALL MAINTAIN AN MUST BE PACKED IN CONTAINERS MARKED FURNISHED BY THE
INTEREST-BEARING SPECIAL ACCOUNT INTO WHICH IT PEOPLE OF TNE UMITED STATES OF AMERICA AND MOT TO BE
SHALL DEPOSIT THE PROCEEDS GENERATED FROM THE SOLD OR EXCHANGED.
SALE OF CONMODITIES PROVIDED UNDER THIS
AGREEMENT; INTEREST SHALL BE PROGRAMMED AS THOUGH 12, TRIS AGREEMENT SHALL BE SUBJECT TO SUSPENSION OR
IT WERE PRINCIPAL. THE COOPERATING SPOMSOR SHAL- TERHIMATION U20K FINDING BY CCC THAT . 1) ADEQUATE
HAINTAIN RECORDS AND DCCUMENTS FOR A PER1OD OF STORAGE FACILITIES ARE NOT AVAILABLE IN THE RECIPIENT
COUNTRY, OR THAT (2) THE DISTRIBUTION OF THE
TKREE YEARS FROM THE DATE OF THE EXPORT OF THE COHMOOITY N THE RECIPIENT COUNTRY WILL RESULT IN A
AGRICULTURAL COHMODITIES IN A HANNER WHICH WILL SUBSTANTIAL DISINCENTIVE TO OR IMTERFERENCE WITH
ACCURATELY REFLECT ALL TRANSACTIONS PERTAINING TO DOMESTIC PRODUCTION OR MARKETING IN THE COUNTRY,
THE RECEIPT, STORAGE, DISTRIBUTIOA, AND SALES OF
THE AGRICULTURAL COMHMODITIES, FOR THE GOVERWMEMT OF THE UNITED STATES
B. COOPERATING SPOMSOR SPECIAL ACCOUNT AMD LOCAL AGENCY FOR INTERNATIONAL COMMODITY CREDIT CORPORATION
CURRENCY PROCEEDS REPORTING REQUIREMENTS ARE DEVELOPRENT
SPECIFIED IN THE APPROVED PLAN OF OPERATION
LATTACHHENT A). N ADDIT|ON, THE COOPERATING 1) BY:
SPONSOR SHALL SUBMIT A SEMI-ANKUAL LOGISTICS
REPORT TO THE CHIFF, PROJECTS AND COORDINATION TITLE: DEPUTY ASSISTANT  TITLE: GEMERAL SALES MAMAGER,
DIViSION, FOOD FOR PEACE (AID), STATE AMNEX 8, ADHINISTRATOR AMD COORDINATOR FAS AMD VICE PRESIDEMT
ROOH 313, DEPARTHENT OF STATE, WASHINGTON, D.C. FOO) FOR PEACE COHUMOOITY CREDIT
28523, USR AND A COPY TO THE AGENCY FOR CORPORAT I
IMTERNATIONAL DEVELOPMENT MISSIOM
In , AND TO THE OFFICE OF THE DATE: DATE:
AGRICULTURAL ATTACHE, COVERING THE RECEIPT Of
AGRICULTURAL COMMODITIES HADE AVAILABLE BY THE REQUEST AMD ACCEPTANCE
CCC UNDER THIS AGREEMENT. THE FIRST REPORT SHALL
BE SUBHITTED BY , AND COVER THE TRE ASSISTANCE DESCRIBED IN THIS AGRELMENT IS REQUESTED
PERIOD FROM THE DATE OF THIS AGREEMENT, AND AND TRE TERWS AND CONDITIONS OF THIS AGREEMENT AMD OF
QUARTERLY THEREAFTER. REPORTS WILL BE SUBMITTED A 1.D. REGULATION 18, EXCEPT AS OTNERVISE SPECIFICALLY
UNTIL FUMDS ARE COMPLETELY DISBURSED FROM THE PROVIDED WEREIN, ARE ACCEPTED,
SPECIAL ACCOUNT, TNE REPORT MUST COMTAIN THE
FOLLOWING DATA: COOPERATING SPOMSOR
(1) RECEIPTS 0F AGRICULTURAL COMMODITY IMCLUDING TNE BY:
NAME OF EACH YESSEL, DISCHNARGE PORT.S), THE OATE
DISCHARGE WAS COMPLETED, THE COMDITION OF THE TITLE:
COMMODI T 1ES OM ARRIVAL, ANY SIGNIFICANT LOS5 OR
DAMAGE IN TRANSIT, ADYICE OF AMY CLAIM FOR, OR BATE:
NECOVERY IN TRANSIT FOR, ON UNITED STATES FLAG
IINF) ASSIFIFED
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SAMPLE DOMATED COMMERITIES FREE FROM ALL -USTOM DurtIES,
TOLLS, TAXES, ETC.  WHITEHEAD
ATTACHHENT &

SECTIOK 416 .. B}
PLAN OF OPERATION - INCLUDES SALES OR BARTER

SECTION 416 B) FORFIGH DONATICM PROGRAM PROPOSED PLAN OF
OPERATION

[, HAME AND ADDRESS OF APP-ICANT:

2. COUNTRY I WHICH THE COMMODITIES WILL BE USED:
3. KIMD AND QUANTETY OF COMMODITIES REQUESTED:

4. OGELIVERY SCHEDULL:

5. PROGRAM DESCRIPTION: . SARPLE t AMGUAGE)

WHEAT WitL BE IMPOHTED, STORED TEMPORARILY AT THE
PORT, AMD SOLO AT THE LOCAL MARKET PRICE . CUKRENTLY
ESTIMATED AY DOLS /HTE DIRECTLY TO WHEAT MILLERS
VHO WilL TRANSPORT (1 10 THEIR PROCESSING FACI-ITIES
WMERE T WILL BE MILLED INTO FLOUR AND THEM WI-L
ENTER MORMA- COMMERCIAL CHANNELS FOR PROCESSING 1NTQ
FOOD PRODUCTS (BREAD, NOODLES, ETC.). THE FUNDS
OERIVED FROM THE SALE NF THE WHEAT TO MILLERS WILL BE
USED FOR AGRICULTURAL DEVELOPHENT ACTIVITIES,

6. USE OF FUNDS

THE LOCAL CURRENCY GENERATED BY THE SALE OF THE
COMMODITIES WILL BE DEPOSITED INTO AN
INTEREST-BEARING SPECIAL ACRCUNT IN THE BANK,
FUMDS GENERATED WILL BE USED FOR THE FOLLOWING
ACTIVITIES, WHICK ARE CONSISTENT WITH PROVIDING FOOD
ASSISTANCE TO WEEDY PEOPLE, AKD FOR DISIRIBUTION AND
RELATED COSYS:

7. EXPLAIN ARRANGEMENTS TO BE USED 10 ASSURE THAT THE
AGRICULTURAL CORMODITIES WiLL BE IX ADDITION TO
PL-48@ ASSISTANCE AKD VILL HOT OISPLACE NOR:AL
COMHERCIAL PURCHASES BY PROPOSED RECIPIELHTS.

8. THE GOVERMHERT OF HILL FURKESH THE USG
SUCH INFORMATION AND REPORTS RELATING 10 THE
AGREEMENT AS 1T MAY REQUEST.

3. USUAL MARKETING REQUIRERMENTS -
GOVERMMENT-TO-GOVERMMEXT PROGRAMS ONLY THE GOVERNMENT
OF VILL EXDEAYOR TO IMPORT OM A COMMERCIA-
BASIS AT LEAST HETRIC TONS OF FRON
ALL ORIGINS DURIMG U.S. FISCAL YEAR AS SO0M
AS POSSISLE AFTER THE EMD OF U.S. FISCAL YEAR
TRE AUREES TO FURMISH CCC INFORMATIOH ON
ACTUAL COMMERCIAL (MPCRTS MADE DURIEG THE YEAR
o tH ORDER TO CONFIRH THE ABOVE
ESTASLISHED UMR, PLEASE FAOVIDE SUPPORTIVE COMRMERC!AL
JRPORT DATA FOR PHEVIOUS S-TEAR BY COUMTRY Ok ORIGIN
A ESTIMATES FOR CURRESRT FISCAL YEAR.)

.

LB NOW EXPORT ASTURAXCLS: (GOVERKMEHT-10-GOVERMMENT ONLY)

TRE GOVERRINEHT of MRS AGREED KOT 10
EXPORT CHOR ML SAME PRODUCT UNUER A
DIFFEREKY HARL) DURIWG U 5. FISCAL TEAR

L1, PROVIOE 1WFORMATIOK THAI THE COOPERATING SPONSOR HAS
RECEIVED APPROVAL FROM THE GOVERKMENT TO IMPORT

HNCTASSERLED
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ORIGIN CFFICE EYPP-al

INFO AFEA-3) AFSA-01 AFFW-B4 AFCW-83 AFDP-86 AFCO-02

ANDP-B] ANSA-E] AAAF-03 ANAA-21 EI1FA-P1 CL-01
LACO-81 L&SA-02 LACA-81 AALA-8]

B2ps. POS1ES

3AST-d1 FPFEnER

ANEA-@2
LADP-04
fG=-81

GC-81 FVA-81 ANME-B] ANWEG-02 PVC-02 ES-21 OFDA-32 STHE-Q3

IGLC-21 SEOP-21 SEQS-R

STH-£) STFA-81 STAG-D2 1GAD
FFP=C3 SFERF-01 SECS-02 RELC-31 AMAD-R1 TELE-Q1 AGRI-J1
OHE-B2 /C36 A@

INFO LOG-80 EUR-B3  AF-0D EB-02 10-19 KEAR-B4  ARA-80
TRSE-8@ EAP-P0 /E22 R

DRAFTED EBY: AID/FVA/PPH:F:FAD: 22250

APPROVED BY: AIL/FyA/PPMIE RILEY

USDA/FAS: NCAAMBL 1SS RAFTI STATE/EB/QFP:CJACCBINI (DRAFT)

CHB:DSTECAHARD. SRAFTI TREA: JASTIE DRAFT

AND/ES: GJGE

AID/CGC/CP: TRIEOLER RAFT)

RID/PFE/FRBICWEISAIACH RAFTI

RID/FVA/FFPi JO FEARA RAFTI

FYA/BVC:T MOKAY PRAFTH

AFR/DP:P RADER DRAFT

ANE/DP: G WEIN REFT)

LAC/DP:R QUEENER (DRAFTI
------------------ 232475 0512282 /368

R B509197 AUG 8E 1EX

FH SECSTATE WASEOC

TO AID WCRLOWIDE

AlDAC

E. 0. 12356 N/&

TAGS:

SUBIECT: NEW SECTION 416 (B) LEGISLATION

REF: A} STATE 134307; B) STATE 02248)

L. THIS 15 A DCC CAELE. PRESIOENT REAGAM SIGHED THE
AGRICULTIRAL ACT OF 1845 AMENNMENT ON APRIL &, {958
THIS HESSAGE COFHUNICATES THE PROVISIONS OF THE
AMENDEENT PERTZINING TO SECTION 41680 P20OnPANS
AUTHORIZED UNCEF THE AGRICULTLSAL ACT OF 1549. REF A
COMHUNICATED ALPOST IDEMTICEL PROVISICNS ASPROVED
RECENTLY FOR TITLE 1| PROGRAMS.

rd) THE WEW LECISLATION INCLUDES THE FOLLOWING
PROYIS10NS:

A. ELIGIBLE COFMODITIES

ARENDED SECTIONS 41618} (2) (ah, AYn 18} (L@ (BF €)1} AND

416 1B) (7) CLARIFY THE TYPES OF CCHMODITIES [LIGIE E FOR
DISTRIBUTION UNCER SECTION 416 B} T2 INCLUDE WHEAT, RICE
AND FEED GRAINS, A3 WELL ~S PRCOUCTS DERIVED FROH THESE
AND ALL OTHER TYPES CF COMMODITIES ELIGIBELE FOR

' 1 141S PROVISICH

A

SE AS ANIHAL FEED AS
LIGIELE,

DISTRIEUTIC \
CLARIFIES THAT E-"""."f:

WELL AS PROCESSED PRUDUSTS ARE

s

e

m._tr

B, PVO PARTICIFATION

AMENDED SECTICH 415 (B} {3) PROVIDES THAT IF ELIGIELE
COHMODITIES WRE HADE AVAILABLE TO THE GOVERNMENT CF A
QUOTE FRIENDLY COUNTRY UNCQUOTE, NONPROFIT “AND VOLUNTARY
ALENCIES AND COCZERATIVES CoN aLZ0 BE EL!GIELE TO
RECEIVE COHMODITIES TO CCNOUGT FCOD AID PRCGRAMS N THE
SRHE COUMTRY. TAE INTENT OF TWIS PROVISION i3 TO INSUAE

iGAR-07

AlDBEdR

STATE 253712
THAT PVD'S AND CCOPERATIVES ARE GIVEN DUE CONSICERATION

AS MECHANISHS FOR PROGRAMHING SECTION 416 (R} COHMODITIES.

C. MULTIYEAR AGREEMEZNTS

AMINDED SECTIOW A16BI (4} PRCVIDES THAT, SUBJECT TO THE
AVAILRBILITY OF COMHCDITIES EACH FISCAL YEAR, THE
SECRETARY OF AGRICULTURE ON FEQUEST SHALL APPROVE
HULTIYEAR SECTICH 410:Bl ASREERERTS TG HAAE
AGRICULTURAL COHHODITIES AYAILABLE FOR DISTRIBUTION OR
SALE IF THE AGREEHENTS CTHERWISE HEET THE REGUIREMENTS
OF SECTICN 416(Bi, THE INTENT OF THIS SECTION 1S TO
STINULATE GREAGTER USE OF MULTIYEAR AGREEMENTS. AT THE
SANE TIHE, THE CONGRESS RECOGNIZES THAT HJLTI-YEAR
AGREEHEMTS AJE CCMTINSENT CN CCHMCDITY AVAILABILITIES.
MULTI-YEAR PROPOSALS SHCULD EE SUEMITTED TAHING INT
ACCOUNT USDA'S ESTIMATES OF CURRENT AND FUTURE YEAR
CORMIDITY AVAILAEILITIES, ACCIIDIhGL{, PARA 2D
GISCUSSES THE FY 1583 CO:RSDITY GUTLGOR,

D. 18 PERCENT AGGREGATE MONETIZATION REQUIREMENT
AMENDED CLAUSE (111} OF SECTION 416 1B) (7) (D] RAISE3 THE
HINIHUH AGGREGATE VALUE OF SECTICN 416 1Bi COM4ODITIES TO
BE MCNETIZED EACH FISCAL YEAR Bf NOW-FAOFIT VOLUNTARY
CRGAN|IZATIONS OR COCFERATIVES Fiuﬂ 5 PERCENT OF THE
AGGREGATE VELUE L= ALL COMHQCITIES AMD PRODUCTS
FURKISHED UNDER SECTICN 41G (B} IK A FISCAL YEAR TO 18
PEFCEMT OF SURY AGGREGATE VALUE C3 OF THE MIyIMUY
TORMAGE REWUIRED TO B FURNISAED, whiCREVER i3 GREATEA.
THE FY 19E8 AEQUIREHENT |5 PRESENTLY D3LS %3.2 HILLION.
OF THIS AHOUNT, FROGRAH AFPROVALS AS OF 7/27/88 TOTALED
ONLY DOLS 9.8 HILLION,

AT PRESENT, FUTURE AVAILAB!LITIES OF SECTION 116 (B
COMHODITIES ARE UNCLEAR. SINCE SECTION 41A (B} LSES ONLY

COMMODITY CREDIT CCRPORATION STOCKS EXCESS TO ALL OTHER
REQUIREHMENTS, FUTURE AVAILABILITIES WON'T BE KNCWN UNTIL
LATER THIS SUMMER. A HAJOR DETERMINANT OF ANY
AVAILARILITIES WILL BE TIE FEXTENT ANN IHPAGCT NF THE
CONTINUING DROUGHT IN THE U.S. USDA WILL ADVISE OF
FUTURE AVAILABILITIES AS 500N AS MORE IMFORMATICH
BECONES AVAILABLE

E. USES OF FOREIGN CURRENCIES

THE ACT PEVISES SUBSECTION (I1) OF SECTION 416 (E) (1) D)
1 READ AS FOLLOWS;

QUOTE (11} FOREIGN CUPRENCIES GENERATED FROM PARTIAL OR
FULL: SALESECR EARTERI CFISCHMORITIES BY A MCNFROFLT. AND
YOLUNTARY AGENCY OR CCOPERATIVE SHALL BE USED =-

(1) TO TRANSPORT, STORE, DISTRIBUTE, AND CTHESWISE
EMHANCE THE EFFECT|VENESS OF Trt USE OF COMMOOITIES AND
THE PRODUCTS THEREOF DOMATED UNJER THIS SECTICN; AND

(01} TO IMPLEMENT INCOME GERERATING, COHMUNITY
DEYELQPHERT  HEALTH NUTRITICN, COOPERATIVE DEYELORHENT,
AGRICULTURALY FROGRANS, | AND!CTHER REVELCPHENTAL
ACTIVITIES., END QUOTE

THE ACT THUS SPECIFIES 4 BROAZD RANGE OF ECONOMIC
DEVELOPHENT ACTIVITIES UNDER CATEGORY (111 ~BIVE TO
EHMPHASIZE THE WARIETY OF ACTIVITIES THAT ARE EL IGIELE
FOR SECTICN 415 (8) MCNETIZATION BY PYOS AND
CLOPERATIVES, REF ‘B FHFHASIIE0 MCRE TRA0|TIGYAL RECI
FEEDING ACTIVITIES. THE DCC WILL ACCCHMODATE EJTE
CATECGORIES CF RECUESTS ELTHOUGH SHOULD RESCLR.ES BECONME

UNCLASSIFIED
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SCARCE PRIORITY WILL BE GIVEN TC DIRECT FEEDING PROGRANS

AND TO HONETIZATION IN SUPPORT CF DIRECT FEEDING

FROGRAHS, FER REF B, SECTICN O PARTICULARLY IN FOOR

COUNTRIES WHERE MEEDS TEWD TO BE THE GREATEST.

F. FULL AND PARTIAL MONET|ZATION

THE LEGISLATION PERHITS FULL AND PARTIAL MONETIZATION OF
SECTICN 416 (6] FRCGRAHS., REF /B LINITED PARTIAL

HONET IZATICN TO RANGES OF S PERCENT T0 1S PERCENT AND UP
10 38 PERCENT FOR LCC'S AND LLDC'S RESPECTIVELY. ' THESE
RANGES NJ LONGER APPLY REF B GUIDANSE PERTAINING TO
THE BELLMON DETERMINATION, UHA PEQUIFEHENTS, ETC
CONTINUES TO'APFLY. THE NEW LEGISLATION THUI PEFMITS
EOTH THE BROADER FANGE OF USES OF FOREIGN CURRENCIES AND

THE REMGVAL CF LIMITS ON THE PERCENTAGE OF MONETITATICN.
G. PERIODS FOR REVIEW AND APPRCVAL

NEW SECTION 416 (B) (E)(C) (1) PROVIDES THAT, FOR PYQ aND
COOPERATIVE REQUESTS, THE DCC FCOD AID SUBCCHMITICE
WORKIHG GRCUP WILL CECIDE ONW A SECTICN 416 (6B PRCPOSAL
SUBMITTED FOR REVIEW AND AFFROVAL WITHIN 45 YCAKING DAYS
AFTER RECEIPT Bf THE A/ 1.0. OFFICE IN WASEINGTION, D, C
THE RESPONSE SHALL DETKIL THE REASCNS FCR APPROVAL OR
DEW!IAL LETHE: P=OPOSAL VIS CENIED W THENREZEONIE: SHALL
SPECIFY THE CONDITICNS THAT WCULD NEED 10 BE MET FOR THE

PRCROSAL TO ES APPROVED

THE 45-WORKING DAY PERIOD WILL EEGIN WHIN ThE WEW DR
AMENDED PLAN OF OPERATION HAS BEEN RECEIVED IN
WASHINGTON ALONG WITd THE COCFERATING SPONSCI’S
HEADQUARTERS' APPROVAL AND THE USAID MISSICNE' CCHMENTS
AND RECCHHENDATIONS, THE REQUIREMENT WILL E: SATISFIED
WHEN A.0,D. SENGS A LETTER TO THE COQPEFATING 4PCNSORS’
HEADQUARTERS, STATING APPROVAL CR CISAPPROVEL CF THE
PROSRAM, C3 [F AND WHE' A.1.D, RECEINES A WRITIEN
REQUEST FROM THE COOPERATING SPOMSCR TO TERFIKATE OR
SUSPEND THE APPROVAL PROCESS

M. DEACLINE FOR SUBHISSION OF COMHMODITY ORCERS

KEW SECTION &16 (B) (3] (C) (1|1} PROVIDES FURTHER THAT
GOHHODITY EEQUESTS SMALL BE TFANSHITIED TO THE COMMCDITY
CREDIT CORPJRATION NOT LATER TH2N 15 DAYS AFTER RECEIPT
OF A CALL FORWARD THAT HEETS THE REQUIREMENTS OF SECTION
416 (B!

3. THESE PROVISICNS ARE EFFECTIVE IRMEDIATELY AND WILL
BE REFLECTED IM A FIELD MANUAL FOR HMOME'IZAT ON PROGRANS
KND AN UPDATE OF A.1.Di KANCBCOK 3, ESTN CF “HICH ARE
EXPECTED TO EE ISSUSD WITHIN THE MEAT TwO HOMTHS
WHITEKEAD

UNCLASSIFIED




ANNEX F
| Exh F, HR 9 (TM 9.6)

CCC-183 1, 5. DEPARTMENT OF AGRICULTUFRE Farm Approved - OMB No. 40-R3549
11517, Agricultural Srabilization and Censervation Setvice

COMMODITY REQUEST FOR FOREIGN DISTRIBUTION
(Voluntary Agency)

SECTION A - REQUEST FOR COMMODITY AND DE_I:LVE_R_.':' INSTRUCTIONS

JLFRG Dyarakcan ADDRALS O TR-PT MO AGENEY) 2, DESTINATION (COUMNTHY) J.PERICD GF EXPORT 4, QUAHTER REQUESTED

5, SEND CONSIGNEL'S AECEIRT TC

6., Agency Numbier

8. Luantity (1hs

9. DPortls) of Dischanpe

10, Agency Markings

11. REMARKS - ape ilic Port ol | \F:II (i1} required, state reason)

On bokall of the 1gency named aboue, the undersigned hereby request the commodity shown above fr-; distribution and

I use out-
siilde the U0 Soan accordanee with Food Donation Programs under Title 11 PL-380, Bird Congress, as amended.

12 SIGHATUAE OF AGENCY HEPAESCHTATIVE 13, PATE

SECTION B - USDA APPROVAL. The above request is approved subject to the provisions of the Applicable Food Donation Progrom ond
telated Motice of Avaoilability.

14, APRROVED FOR uSDA 15, DATE 16, CcC wo,

ORIGINAL
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INTERNATIONAL DEVELOPMENT
COCPERATION AGENCY

Agziicy for International Development

22 CFR Part 210
| ALD. Reg. 10])

Donation of Dairy Products To Assist
Needy Persons Overseas (416
Program); Interim Rule of
Requirements

AGENCY: Agency for Internaltional
Desvelopment, IDCA.

ACTION: Inlernim rule.

SUMMARY: This interim rule sets forth
procedures for the dairy products
overseas donation program lo be
ecdministered by the Agency for
Internatianal Development (AID), as
agent for the Commod:ty Credit
Corporation (CCC), under the authority
of Section 416 of the Agricultural Act of
1545. as amended (Section 416). This
program is now being conducted by
CCC, an agency within the United States
Department of Agriculture (USDA),
pursuant to the regulations at 7 CFR Part
1497. Upon publication of this Interim
Kule, those regulations will be
terminated by CCC. The foreign
donation of dairy products will assis!
needy persons overseas and reduce
surplus stocks of dairy products in CCC
inventory.

pATES: Effective Date: Interim rule
effective May 24, 1964,

Comments on these Interim rules must
be received on or before July 23, 1984.

ACLDRESS: Corume:its should He
submitted to: Ms. Jessie C. Vogler,
Office of Food for Peace, Bureau for
Food for Peace and Voluntary
Assistance, Agency for International
Development, Washington, D.C. 20523.
Telephone: (703) 235-9193.

FOR FURTHIR INFORMATION CONTACT:
Ms. Peggy A. Sheehan, Chief, Food
Donations Division, Office of Food for
Peace, Bureau for Food for Peace and
Voluntary Assistance, Agency for
International Development, Washington,
D.C. 20523. Telephone: (703) 235-8173.
SUPPLEMENTARY INFORMATION: This
notice has been reviewed under A.1.D.'s
required procedures. It has been ~
determined that these program
provisions will not result in any
signiflicant adverse effects on
competition, employment, investment,
produclivity, innovation., or on the
ability of United States-based
enlerprises to compete with foreign-
based enterprnises in domeslic or export
markets.

Il has been determined that the
Regulatory Flexibility Act is not
applicable to this notice since A.LD. is
noi required by 5 U.S.C, 553 or any other
provision of law to publish a notice of
proposed rulemaking with respect to the
subject malter of this notice.

Section 416 of the Agricultural Act of
1949 (Section 416) authorizes the
donation of surplus dairy products,
acquired through the Commodity Credit
Corporation (CCC) price support
operation, for food assistance cverseas,
CCC may pay. with respect to the
commodities donatea, certain costs
including reprocessing, packaging,
transporting, handling, and costs of
overseas delivery. Section 416 provides
that the foreign donation of commodities
thereunder shall be in addition to
assistance pro-ded under the
Agricultural Trade Development and
Assistance Acl of 1954, as amended
(Pub. L. 480).

Regulations were issued by CCC on
December 2, 1982 (47 FR 54285, 7 CFR
Part 1497) setting forth procedures for
the donation by CCC pursuant to
Section 416 of dairy products to assist
needy people overseas. As this program
was being implemented, it was realized
that the various responsibilities
involved in its operation could best be
mel by the sharing of functions between
the USDA and AID, which agency has
for many years been handling foreign
donation under Pub. L. 480 and other
legislation. Accordingly, cn August 8,
1983, a Memorandum of Understanding
was entered into by CCC and AID
which provided for the designation of
AlD as agent for CCC in performing
certain services for CCC in connection
with making dairy products available to
needy people overseas under the
authority of Section 416, The
Memorandum sets forth the various
responsibilities to be shaced between
AID and CCC. Under this rule, the
Section 416 Foreign Donation Program
Agreements with the cooperating
sponsors will be signed by both AID and
CCC.

This rule is being issued pursuant to
the Memorandum of Understanding
between CCC and AID which was
entered into prior to the recent
amendments to Section 416 made by the
Agricultural Program Adjustment Act of
1984 (Pub. 1. 98-258, approved April 10,
1984). In view of these amendments,
changes in tha Memorandum and the
AID regulations are presently under
study.

Regulation 10, which has been
concurred in by CCC, sets forth general
guidelines and procedures applicable to
overseas donations of dairy products
under Section 418. It is intended that

specific details regarding the donation
of dairy products, such as commodity
types. processing and transportation
requirements. delivery schedule.
recipients and apportionment of costs
and responsibilities related to the
donation, will be arranged with
cooperating sponsors foliowing
submission of a program proposal by
such sponsors. Cooperating sponsors. as
defined in the regulations, are
encouraged to contact the Chief, Title 11
Food Donation Division. Office of Food
for Peace, (FVA/FFP/II), Agency for
International Development for
information and assistance in preparing
proposals and thereby expedite
consideration of the nroposals.
Telephone: (AC 703) 235-8173.

The Director, Office of Food for Peace,
Bureau for Food for Peace and
Voluntary Assistance (FVA/D/FF), or
his/her designee and the General Sales
Manager, U.S.D.A_, and Vice President,
CCC, or his/her designee will be
responsible for approving program
agreement/proposals.

It has been delermined that the
provisions of 5 U.S.C. 553 do not apply
to this rule since the subject matter of
the rule involves foreign affairs
functions of the United States and a
matter relating to grants. Accordingly,
the regulation will be made effective
upon publication in the Federal Register.
Nevertheless, comments are requested
within 60 days after publication and the
interim rule will be scheduled for review
in order that a final document discussing
any comments received and any
desirable amendments may be
published in the Federal Registar.

List of Subjects in 22 CFR Part 210

‘Daliry products, Exports, Foreign aid.

22 CFR Ch. IT is amended by
establishing a new Part 210 as A.LD.
Regulation 10 to read as follows:

PART 210—DONATION OF DAIRY
PRODUCTS TO ASSIST NEEDY
PERSONS OYERSEAS (SECTION 416
FOREIGN DONATION PROGRAM)

Sec

210.1 General purpose and scope.

210.2 Definitionsa.

2103 Eligibility requirements for nonprofit
private humanitarian organizations.

2104 Coeoperaling sponsor sgreements.

2105 Availabiiity of commodities.

210.8 Obligations of cooprraling sponsor.

210.7 Processing. repackaging and labeling
of commodities.

2108 Arrangements for entry and handling
in foreign country.

2109 Dieposition of commodities unfit for
authorized use.
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Sec

21010 Liability for loss and damage or
improper distnbution of commodity—
claima and procedures

21011 Records snd reporting requirements
of cooperaling sponsor

21012 Additional responsibilities of
cooperaling sponsor.

21013 Termination of program.

210.14  Waiver and amendment authority.

21015 OMB control number assigned
pursuanl to the Paperwork Reduction
Act.

Appendix I—Dairy Product Foreign Donation
Program Proposed Plan of Operation
(Sectinn 416).

Appendix [I--Dairy Product Donation
Agreement (Section 416)

Authority: Sec. 416 of the Agricultural Act
of 1949, as amended. 7 U.5.C. 1431 (Section
416 Foreign Donation Program).

§ 210.1 General purpose #nd scope.

(a) Terms and conditions. This Part
210 contains the regulations prescribing
the terms and conditions governing the
donation of dairy products for use
outside the United States through
foreign governments and public and
nonprofit pnvale humanitanan
organizations such as U.S, nonprofit
voluntary agencies or intergovernmental
organizations (the World Food Program
and United Nations Relief and Works
Agency shall not be subject to these
regulations except as may be
specifically provided herein) pursuant to
Section 418 of the Agricultural Act of
1949, as amended (Section 418).

(v) Legislation. The legislation
implemented by the regulation (Section
416) provides that dairy products
acquired by Commodity Credit
Corgoration (CCC) may be “donated
through foreign governments and public
and nonprofit private humanitarian
organizations fo, assistance of needy
persona outside the United States, and
the Commodily Credit Corporation may
pay, with respect to commedities 20
donated. reprocessing, packaging,
transporting, handling, and other
charges, including the cost of overseas
delivery."

{c) These regulations are promulgated
pursuant to the designation by CCC of
the Agency for International
Development (A.LLD.) as it3 agent to
carry out certain respensibilities
pertaining to the administration of the
program to donate CCC dairy products
nutside the U.S. under the authonty of
Seclion 416.

§ 2102 Definltions.

"A.LD." means the Agency for
International Development or any
successor agency, including. when
apphicable, each USAID. "USAID"
means an office of A.LLD. located in a
foreign country. "AID/W™ means the

office of A.LD. located in Washington,
D.C.

“CCC" means the Commodity Credit
Corporation, a corporate agency and
instrumentality of the United States
within the U.S. Department of
Agriculture.

"Cooperating Sponsor” means a
foreign government, or a public or
nonprofit private humanitarian
organization, including the American
Red Cross, and humanitarian
intergovernmental organizations that
enters into an agreement with the U.S,
Covernment for the use of Section 414
Foreign Donation Program commodities,
and which is directly responsible under
the agreement for administration and
impleméntation of and reporting on the
use of the commodities made available
for the program. The Cooperating
Sponsor, except a foreign government
and inlergovernmental organizations,
must be organized under the laws of the
U.S. and maintain an office in the U.S,

“Diplomatic Posts" means the offices
of the Department of State located in
foreign countries, and may inclnde
Embasaies, Legations, and Consular
offices.

“Duty Free" means exempt from all
customs duties, tolls, taxes or
governmental impositions levied on the
act of importation.

“Humanitarian" means an
organization that is caitying out or
intends to carry out activities designed
to provide assistance to needy people.

“Non-profit" means that the residue of
income over operating expenses
accruing in any activity, project, or
program is used solely for the operation
of such aclivity, project or program.

“Privete” means a nor-gcvernmental
organization that receives private
funding.

“Recipients” means persons who are
in need of food assistance because of
their economic condition.

"USDA" means the U.S. Department
of Agriculture,

§210.3 Elgibliity requirements for
nonprofit private humenttarian
organizations.

(a) All private and voluntary
organizations registered with the
Agency for International Development
under A.LD. Regulation 3, 22 CFR Part
203, are eligible lo participate in the
Section 41f For=ign Donation Program.

(b) All organizations that have
received dairy preducts for overseas
distribution ouiside the U.S. from the
Commodity Credil Corporation under
the authority of Section 418 prior to the
issuance of these regulations are eligible
to continue to participate in the Section
418 Foreign Donation Program.

(c) Organizations ot eligible under
(a) or (b) above may apply for
registration by conlacting the
Registration Officer, Office of Private
and Voluntary Cooperation (FVA/PVC).
Bureau for Food for Peace and
Voluntary Assistance, Agency for
International Development (A.1.D.),
Washington, D.C. 20523.

(d) In exceptional circumstances, one
or more Conditions of Registration (AID
Regulation 3. 22 CFR Part 203} may be
waived by the Assistant Administrator,
Bureau for Food for Peace and
Voluntary Assistance (FVA), of A.LD.,
on the recommendation of the Office of
Food for Peace following the registration
review by the Office of Private end
Voluntary Cooperation (FVA/PVC).

(e) Certain categories of organizations
engaged exclusively in religious
activities, and privale foundations,
which do not meet Condition No. 1 of
A.LD. Regulation 3 will not be registered
but may, in exceptional circumstances,
become participants in the Section 418
program. The Office of Food for Peace
will conduct a review of such
applications, and forward
recommendations to the Assisiant
Administrator of the Bureau for Food for
Peace and Voluntary Assistance (FVA)
for a decision regarding participation.

(f) Organizations approved for
participafion in the Section 416 Foreign
Donation Program or foreign
governments must submit to ALD. a
program plan of operation. For detaila
see Appendix [—Sample Format of a
Dairy Product Foreign Donation
Proposed Plan of Operation (Section
418).

§210.4 Coopemting Sponcor egresments.

(a) The Cooperating Sponsor shall
enter into a written agreement with
ALD. and CCC by signing a Section 416
Foreign Donation Progrem Agreement
which shall incorporate by reference the
terms and conditions set forth in this
part.

(b) Appendix [ of this Regulation Is a
Sample Format of the Section 418
Foreign Donation Program Agreement.

§ 210.5 Avalisbiiity of commoditiea.

(a) Commodities shall be available for
distribution and use In accordance with
the provisions of the Section 416 Foreign
Donation Program Agreement and this
part. Unless provided otherwise in the
Section 416 Foreign Donation Program
Agreemenl, the quality of dairy products
donated by the CCC and the packaging
description will be in accordance with
dairy product specifications determined
by CCC and such specifications shall be
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mduie a parl of the Section 416 Foreign
Donation Program Agreement

() Unless the Section 416 Foreign
WUonalion Program Agreemen! provides
utherwise, title to the dairy products
shall pass to the Cooperating Sponsor al
the lime and place of delivery fLa.s
vessel at the U.S. ports.

(¢])(1) The Commodity Credit
Curporation (CCC) will pay
reprocessing, packaging.-transporting,
handling, and other charges incurred in
making commadities available to
Cuoperaling Sp«nsors, as agreed upon in
the Section 416 Foreign Donation
Program Agreement.

(2) All costs and expenses incurred
subsequent to the transier of title to
Cooperating Sponsors shail be borne by
them except that CCC may pay or make
reimbursement for transportation costs
from U.S. ports to designated ports or
points of entry abroad when specifically
provided in the Seclion 416 Foreign
Donation Program Agreement or upon
the determination by CCC that it is in
the best interest of the program to do so.

(d) Shipmen! of commodities and the
payment of ocean freight shall be made
in accordance with the following
procedures: z

(1)(i) When the Ccoperating Sponsor
agrees o pay ocean transportation cosls
and perform freight forwarding and
Esoking functions, the Kansas City
Commodity Office (KCCO) USDA will
furnish the Cooperating Sponsor with a
Notice of Commodity Availability
(CCC-512) which will name the
receiving country, quantity, and date at
U.S. port. The Cooperating Sponsor will
arrange ocean transportation and freight
forwarding in compliance with the
Cargo Preference Act of 1954, Public
Law 864 which requires that at least 50
percent of the cargo tonnage under this
agreement be carmed on U.S.-flag
vessels. Non-Vessel Operating Common
Carriers (NVOCC) may not be employed
to carry U.S.-flag shipments. Approvel
of ocean transportation arrangements
shall be obtained from ASCS/KCCQ/
USDA, P.O. Box 205, Kansas City. Mo.
64141, Telephone: (913) 236-3057.

(11) The Cooperating Sponsor will also
complete the CCC-512 indicating name
of steamship company, vessel name,
vessel flag and estimated time of arrival
al U.S. port, sign and returo the
completed form to KCCO/USDA, with &
copy to P.L. 480 Operaligns Division.
Foroign Agricultural Service, USDA.
KCCO/USDA will then issue
instructions to have the commodity
shipped free alongside vessel to U.S.
port [or consignment! to the Cooperating
Sponsor as specified in the CCC-512.
Unless provided for otherwise in Section
3 of the Section 416 Foreign Donalion
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Program Agreement, U.S. ports will be
selecled on the basis of the lowes! cost
to CCC except where mutually
agreeable to both the Cooperating
Sponsor and KCCO/USDA.

(2)(1) When CCC agrees to pay ocean
transportation costs and the
Cooperating Sponsor agrees lo perform
freight forwarding and bocking
functions, the KCCO/USDA will furnish
the Cooperating Sponsor with a Notice
of Commodity Availability (CCC-512)
which will name the receiving country,
quantity and dale at U.S. port. The
Cooperating Sponsor will arrange ocean
transportation and freight forwarding in
compliance with the Cargo Preference
Act of 1954, which requires that at least
50 percent of the cargo lcnnage under
this agreement be carried on U.S.-flag
veasels. Non-Vessel Operating Common
Carriers (NVOCC) may not be employed
to carry U.S.-llag shipments. Approval
of ocean trar:sportation arrangements
shall be obtained from ASCS/KCCO/
USDA., P.O. Box 205, K.C., Mo. 4141,
Telephone: (913) 236-3057.

(ii) The Cooperaling Sponsor will also
complete the CCC-512 indicating ocean
freight rate as stated in the Federal
Maritime Commission {FMC) tanff (with
tariff identification), name of steamship
company, name of vessel, flag of vessel,
and estimated time of arrival at U.S.
port, sign, and return the completed form
to KCCO/USDA. with a copy to P.L. 480
Operations Division, Foreign
Agricultural Service, USDA. KCCOG/
USDA will then issue instructions to
have the commodity shipped free
alongzide vessel to U.S. port for
consignment to the Cooperating Sponsor
as specified in the CCC-512. Unless
provided for otherwise in Section 3 of
the Section 416 Foreign Donation
Program Agreement, U.S. ports will be
sclected on the basis of lowest landed
caat to CCC, except where mutually
agreeable to the Cooperating Sponsor
and XKCCO/USDA.

(iii) CCC will pay the Cooperating
Sponsor or the ocean carrier, as may be
agreed upon. for ocean trensportation
costs within 30 days of receipt of the
following documentation: (A) one copy
of compleled CCC-512 (as indicated
above); (B) three copies of freighted “on
board™ bill of lading signed by
ariginating carrier; (C) two copies of
booking note and/or contract covering
ocean transportation of subject cargo:
(D) request for payment, indicating
amount due and certification that
payment! has been made lo ocean carrier
or reques! for direct payment tc ccean
carner.

(3) When CCC agrees lo pay ocean,
transportation costs and to perform
freight forwarding and booking

functions, CCC will arrange to ship at
least 50 percent of the cargo on U.S. flag
vessels in accordance with the Cargo
Preference Act of 1954,

§210.6 Obligations of the cooperating
sponsor.

(a) Plan of Operation. Each
cooperating sponsor shall submit to the
AID or Diplomatic Post 4 description of
the programs it is sponsoring or
proposes to sponsor. This description
will, when approved, provide the basic
information [or preparation of the
Section 416 Foreign Donation Program
Agreements and will be incorporated
into such an agreement by reference.
Within the overall objectives of the
approved program, elements of the
program may be changed by written
agreement! of authorized representatives
of the Cooperating Sponsor, AIl, and
CCC. In case of conflict between the
Agreement and the approved plan of
operation, the Agreement shall prevail.
The plan of operation should clearly
specify how a given Seclion 416 Foreign
Danation Program is to he conducled. In
eddition to any other re-Juirements of
lew or regulation, the plan will include
the [ollowing information:

(1) A description of program goals nd
criteria for measuring progress toward
reaching the goals.

(2)°A geographic. economic, medical
or othty appropriate description of the
recipient target group that is sufficient to
readily determine recipient eligibility to
receive Section 416 commodities and to
assure that commodities provided under
Section 416 will not didplace or
substitute for commercial sales in the
recipient country.

(2) Statements as to what public
recognition and container markings will
be emplcyed in the distribution of the
commodities.

(4) A logistics plan that demonstrates
the adequacy of port lacilities,
transportation facilities and storage/
warehousing fucilities to handle the {low
of commodities to recipients without
undue risk of spoilage or waste.

(5) Sufficient information concerning
the pla= of distribution and the target
group of recipients so that a
determination can be made as to
whether the proposed food distribution
would result in e substantial
disincentive to domestic food
production.

(6) Statements detailing the support of
the Host Government of the country
accruing the commodity or any oth=r
support for the proposed program.

(7) Kind and quantity of dairy
products requested and delivery
schedule.
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(8) Explanation of the methods of
educaling recipients on the source of
dairy products, program requirements,
and prepacation and use of dairy
products, particularly steps to be taken
lo assure tha! there will be no
unintended hirmful effects from the
distribution of the dairy products.
Therefore, examples of educalional
malerials for the field or guidelines
should be presented which include food
h#ndling precautions (o prevent
contaminalion and spoilage such as
refnigeration of cheese and butler
produclts, immediale preparation of
foods before eating, discarding of
leltovers if no refrigeration iy available,
and information about proper use and
preparation of NFDM in its dry and
reconstituted form. Specifically in child
[eeding programs where NFDM is
distributed in bulk directly to families,
projects at a minimum should include
education on (i) promotion of exclusive
breastfeeding for -6 months and
continuation of breastfeeding after solid
foods are introduced, (ii) use of NFDM
as a protein supplement, (iii) the
importance of combining NFDM with
energy rich foods, re oil, fals, porridges,
stews, elc,, and (iv) precautions to be
taken to prevent contamination of foods
prepered with NFDM, and (v)
precautions to be taken when NFDM is
reconstituted as a milk drink, when
there is evidence that it may be used
this way.

(9) Description of the method to be
used lo supervise and monitor the
distribution of the dairy products to
assure that they are distributed to the
intended needy recipients.

{10) Provide information to show
approval of foreign government to
import the donated dairy products duty
free.

(b) Other Requirements.

(1) The terms and conditions of the
Section 418 Foreign Donation Program
Agreement and of this part. except as
otherwise specifically provided, are
deemed to be accepted by the
Cooperaling Sponsor in submitting the
program plan of operation.

(2) The Cooperating Sponsor agrees lo
use the dairy products only in
accordance with the Section 416 Foreign
Donation Program Agreement, and this
regulation.

(3) The donation of the dairy products
by CCC and the payment by CCC of any
costs specified in Section 3 of the
Section 416 Foreign Donation Program
Agreement is made with the
understanding that the Cooperating
Sponsor will carry out its obligations as
provided in the Agreement and this part.
The Cooperating Sponsor shall be liable
to CCC for any failure to export the

dairy products from the U.S., the rientry
of any of the dairy products into the
United States, or any use of the dairy
products which is inconsistent with the
Section 416 Foreign Donation Program
Agreement. For any such failure, the
Cooperating Sponsor shall reimburse
CCC for all costs paid by CCC in making
the dairy produclts available to the
Cooperating Sponsor, including the
acquisition cost to CCC at the time CCC
acquired the dairy products under its
dairy price support program. However,
the Cooperating Sponsor shall not be
liable to CCC with respect to any dairy
products which, before or after export
from the United States, are lost or
damaged, destroyed or deleriorated to
the extent that the dairy products
cannot be used for the purposes
deacribed in the Section 418 Foreign
Donation Program Agreement unless
such loss or damage was due to the fault
or negligence of the Cooperating
Sponsor.

(4) Cooperating Sponsors shall
distribute dairy products only to eligible
recipients. Distribution, shall be made
without regard to nationality, race,
color, sex, or religious ar political beliefs
of recipients,

(5) Funds derived from voluntary
contributions by recipients may be used
for payment of program costs by
Cooperaling Sponsors. Contributions
may not be required by a Cooperating
Sponsor from a recipient as a condition
for participation in a program. Funds
accruing from contributions shall be
used for payment of program costs such
as transportation, storage, Landling.
insect and rodent control, rebagging of
damaged or infested commeodities and
other program expenses specifically
authorized by AID to carry out the
program for which the commodities
were furnished.

(8) Overseas donations of dairy
products under Section 416 are intended
as food sid. Dairy products may not be
donated under circumstances resulting
in more than incidental commercial
sales of the products after they have
been donated, nor may the commodities
be sold in order to generate funds for
any purpose.

(7) In the case of foreign government
Cooperating Sponsors, data showing
commercial and non-commercial
imports of dairy products for the past
five years by country of origin shall be
provided. A Section 416 Foreign
Donation Program Agreement with a
foreign government may include a usual
marketing requirement.

(8) In the case of landlocked countries,
transportation in the intermediate
couniry o & designated inlend point of
entry in the recipient country shall be

arranged by the Cooperaling Sponsor
unless otherwise provided in the Section
416 Foreign Donation Program
Agreement.

(9) If a Cooperating Sponsaor books
cargo for ocean transportation and is
unable to have a vessel at U.S. port of
export for loading in accordance with
the agreed shipping schedule and CCC
thereby incurs additional expenses, the
Cooperating Sponsor shall reimburse
CCC for such expenses if CCC
determines that the expenses were
incurred as a result of the fault or
negligence of the Cooperating Sponsor.

§ 210.7 Processing and repackaging and
labeling of commoditiea.

(a) Cooperating Sponsors may arrange
for procesasing dairy products into
different end products and for packeging
or repackaging dairy products prior to
distnbution. When commercial facilities
are used for processing, packaging or
repackaging. Cooperating Sponsors shall
enter into written agreements for such
services. Copies of the executed
agreements shall be provided to the
USAID or Diplomatic Post in the country
of distribution. No part of the
commodities delivered to the processing,
packaging, or repackaging company
shall be used to defray costs of
processing packaging or repackaging.

(b) If prior to distribution the
Cooperating Sponsor arranges for
packaging or repackaging donated dairy
products, the cartons, sacks, or other
containers in which the dairy products
are packed shall be plainly labeled in
the language of the country in which the
commodities are to be distributed with
the following information:

(1) Name of Comuodity.

(2) Furnished by the people of the
United States of America.

(3) Not to be sold or exchanged.
Emblems or other identification of
cooperating sponsors may also be
added

§210.8 Arrangements for entry and
handiing in foreign country.

(a) Diary products shall be admitted
duty free and exémpt from all taxes.

(b) Cooperating Sponsors shall make
all necessary arrangements for receiving
the dairy products and assume full
responsibility for storage and
maintenance of dairy products from time
of delivery at port or point of entry
abroad. The Cooperatica Sponsor shall
be responsible for the maistenance of
cormmodities in such manner as to
assure distribution of the dairy products
in good condition to needy recipients.

(c) If the packages of dairy products
are damaged prior to or during
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discharge, and therefore, must be
repackaged to ensure thal the dairy
products arrive at the distribution point
in wholesome condition, CCC will only
reimburse Cooperating Sponsors who
are private nonprolit organizations for
appraved expenses incurred [or such
repackaging. No prior approval is
required for costs equalling $500 or less.

§210.9 Disposition of commeodities unfit
for authorized usa.

Damaged commodities ure 1o be
disposed of in accordance with AID
Regulation 11, § 211.8 (22 CFR Parl 211).
Such a disposition should be reported to
the Chief, Claims and Colleclions
Division, KCMO, P.O. Box 205, Kansas
City. Missouri A4141,

§210.10 Ulabélity for loss and damags or
improper distribution of commodity—
claims and procedures,

(a) Notwithstanding the transfer of
title to the Cocperating Sponsor f.a.s.
vessel, CCC shall have the right to file,
pursue and retain the proceeds of
collections from claims arising from
ocedan transportation cargo loss and
damage, including loss and damage
occurmng between the time of trasisfer of
title and loading aboard a vessel. CCC
agsumes general average contributions
in all valid general average incidents
which may arise from the movement of
commodity lo the destination port. CCC
shall receive and retain a!l allowances
in general average. The Cooperating
Sponsor shall promptly natify CCC of
any situation involving the loss, damage,
or deterioration of the dairy product,
and of any declaration of general
average, Instructions shall be issued by
and all loss docacenw should be
forwarded to: Chief, Claims and
Collections Division, Kansas City
Management Office, P.O. Box 205,
Kansas City, Missouri 84141, These
instructions must be followed by the
Cooperating Sponsor. The Cooperating
Sponsor shall promptly fumish such
office any assignment or rights which
may be requested. Where the
Cooperating Sponsor pays the ocean
freight cr & portion thereof, it shall be
entitled 10 pro rata reimbursement
received from only claims related to
ocean freight charged.

(b) The Cooperaling Sponsor shall
promptly provide writlen nolice to AID
or the Diplomatic Post, of the
circumstances pertaining to any loss,
damage, or misuse of commodities
occurring within the recipient country or
intermediale country. Proceeds [rom any
resullanl claims actions shall be
forwarded to AID for the account of
CCC

(c) Unless the instructions issued by
CCC referred to in paragraph (&) of this
section provide otherwise for certain
designated Cnoperating Sponsors, CCC,
Claims and Collections Division. will
arrange for the services of an
independent cargo surveyor lo survey
the discharge of Section 416
commodities at the foreign discharge
port.

(d) Cooperating Sponsors shall send
copies of all reports and documents
pertaining lo the discharge of
commodities to Chief, Claims and
Collections Division, Kansas City
Management Office, P.O. Box 205,
Kansas City, Missouri 64141.

(e) CCC will reimburse Cooperating
Sponsors for the costs incurred by them
in obtaining the services of a
independent surveyor to conduct
examinations of the cargo and :ender
their repart.

(f) The handling of claims prior to
loading of the dairy products on ocean
vessels and claims against ocean
carriers shall be handled according to
procedures established by CCC. Claims
arising after discharge shall be handled
according to procedures established by
AlD for handling inland Pub. L. 480, Title
il claims (AID Regulation 11, 22 CFR
Part 211.9).

(g) When payment is made for
commodities misused, lost or damaged,
the value shall be determined on the
basis of the General Agreemenl on
Tariffs and Trade (GATT) minimum
prices for dairy products in question,
plus ocean freight charges and other
costs incurred by the Government of the
United States in making delivery to the
Cooperating Sponsor. When the value is
determined on a cost basis, the
Cooperating Sponsor may add to the
value any provable costs they have
incurred prior to delivery by the ocean
carrier. In preparing the claim statement,
these costs shall be clearly segregated
from costs incurred by the Government
of the United States. With respect to
claims other than ocean carrier loss®
and/o- damage claims, the value of
misused, losl or damaged commodities
may be determined on some other
justifiable basis, al the request of the
Cooperating Sponsor and/or upon the
approval of the USAID or Diplomatic
Post, AID/W.

§210.11 Records and reporting
requiremants of cooperating sponsor.

(a) The Cooperating Sponaor shall
maintain records and documents for a
period of three years from the date of
export of the dairy products in a manner
which will accurately reflect all
transactions pertaining to the receipt,

transportalion. storage and distribution
of the dairy products.

(b) The Cooperating sponsor shall
cooperale with and give reasonable
assistance to United States Government
representatives to enable them at any
reasonable time to examine any
aclivities and transactions of the
Cooperating Sponsor pertaining to the
receipl processing, repackaging.
distribution and use of the dairy
products under this program.

(c) The Cooperating Sponsor shall
submit a report semi-annually covering
the receipt and distribution of dairy
products made available by CCC under
the Section 416 Foreign Donation
Program Agreement. The first report
should cover the first full six months
following the date of the Seclion 418
Foreign Donation Program Agreement
and reports thereafter should cover each
subsequent six month period. A report is
not required if dairy products are not
received or distributed during any six
month reporting period. This report must
contain the following data:

(1) Receip!s of each type of
commodity.

(2) Quantity of each type of
commodity distributed.

{3) Inventory of each type of
commodity al the end of the reporting
period.

(4) Numbers of recipients,

(5) Beginning inventory of each type of
commodity.

(6} Quantity of each type of
commodity on order or in transiL

(7) Status of claims for commodity
losses both resolved and unresolved.

(8) Quantities of each type of
commodity damaged or declared unfit.

§ 210.12  Additionzl responsibities of
coopernting sponaor.

(a) The Cooperating Sponsor shall,
within tkirty (30) days after export,
fumish evidence of export of the dairy
products. If export is by water or air,
twe ~opies of the onboard carrier bill of
of lading or consignee's receipt
authenticated by a representative of the
U.S. Customs Service shall be furnished.
The evidence of export must show the
kind and quantity of dairy products
exported, the date of export and the
destination country.

(b) The Cooperating Sponsor warrants
that it has not employed any person to
solicit or secure the Section 416 Fareign
Donation Program Agreement upon any
agreement for a commission, percentage,
brokerage, or contingent fee and that no
consideration or payment has been
made or will be made. Breach of this
warranty shall give the United States
Covemmment the right to annul the
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Seclion 416 Fore nalion Program

Agreement

521013 Termination of program,

All ar any par! of the assistance

nrovioi uundertne Section 4916 F IR
Donation Program, including
commodities in transil, may be
terminaled by the Unitled States
Government at its discretion if the
Cooperating Sponsor fails to comply
with the provisions of the Section 416
Foreign Donation Program Agreement
or this part, or il it is determined by
A.LD. that the continuation of such
assistance isno longer necessary.

;210,14 Waiver and amendment authority,

{a] A.LD., with the concurrence of
CCC, may waive *~ithdraw, or amend, at
any time, any or all of the provisions of
this part if such provision is not
slatutory and it is determined to be in
the hestinterest of the U.S. Government
1o do s0.

{b) The Section 416 Foreign Donation
Program Agreement may be amended
upon written agreement by AID. CCC,
and the Cooperating Sponsor.

521015 OMB contrl number assigned
pursuant to the Paperwork Reduction Act.

The information collection
requirements in Part 210 have been
approved by the Office of Managemen!
and Budget under control number 0412-
0517,

Appendix I—Dairy Product Foreign Donatioa
PProposed Plan of Operation (Section 416)

Ayency for International Development.
Bureau for Food for Peace and Voluntary
Assistance, Office of Food for Peace, Title 1]
Food Donation Division, Washington, D.C.

Dairy Product Foreign Donalion Proposed
Plan of Operation (Section 418)

Public and private nonprofit humanitanian
organizations (applicant) must submit to the
Agency for International Development.
Bureau for Food for Peace and Voluniry
Assistance, Office of Food for Peaces, Title Il
Food Donation Division, Washington, D.C.
20523, a program plan giving the following
information:

1. Name and address of applicant. The
applicant must be organized under the laws
of the United States and must maintain an
affice in the United States.

2 Country in which the dairy procucts will
be used to assisl needy people. (Submil a
separate proposal for each country.)

3. Kind of dairy products requested. (The
quality specifications and packing
description of the dairy products will be the
specifications and packing description shown
in Attachment. B, unless Commodity Credit
Corporation (CCC) and the applicant agree to
the reprocessing or repackaging of the dairy
producls.)

4. Quantity of dairy producta requested
stated in pounda. The quantity requested
ahnll be limited to the amount 1o be shipped

from the L'S during a twelve manth period
beginning with the firs proposed shipment

5 Delivery schedule, (Show amount of
dairy products for each delivery penod, i ¢
Janusry—40,000 pounds: March—40,000
pounds, etc. )

6. Intended use of the dairy products

a Describe each program (i e, maternal
child health. school feeding. other child
feeding. etc.), the problem that the program
sddresses, and the program’s proposed
response to this problem,

b. Describe overall objectives and purpose
of each program.

c. Will the program be countrywide or
limited to certain provinces, states, vities, or
other administrative or geographical areas?

d. Descnibe the distribution method to be
used to make the dairy products available to
needy recipients.

7. Describe partictpation in the program by
any other organizsiion or governmen! agency
of the foreign country.

8. Explain arrangements to be used to
assure that the dairy products donaled under
Section 416 will (a) be in addition to the leve!
of assistance programmed under the
Agricultural Trade Development and
Assistance Act uf 1954 (Title I of Pub. L. 480),
and (b) not displace dairy products normally
purchased on the commercial market for use
by the proposed recipients,

9. Descrnibe records o be used o contro)
distnbution of the dairy products to provide
accountability from the time title is
transferred to the applicant until it reaches
the eligible recipient

10, Describe the port facilities in the
country through which the dairy products will
be received. Describe in such detail to show
that adequate facilities are available to
handle the dairy product.

11, Describe the transportation and storage
system which will be used to move the dairy
products from the receiving port to the point
distribution is made to the recipient State if
applicant will retain control of dairy products
duning transportation and storage. If not,
describe controls to assure delivery of the
dairy pmdvats from time of unloadirg at port
1o the distribution point where products will
be made available to the reciplents.

12 Describe any reprocessing or repacking
‘that will occur in the country, giving location
and name of firm that will perform the
reprocessing or packing.

13. Explain how costs of administration,
storage, transportation, processing,
repackaging. special labels, issuance of
informative materials, etc. will be financed.

14. Explain methods of educating recipients
on the source of the dairy products, program
requirements, and preparetion and use of the
dairy products. Include plans for program
publicity, including factors that may
advernely affect publicity. Therefore,
examples of educational materials for tha
field or guidelines should be prese=ted which
include food handling precautions to prevent
contamination and spoilege such as
refrigeration of cheese and butter products,
immediate preparation of foods before eating,
discarding of leftovers if no relrigeration is
available, and irformation sbout proper use
and preparation of NFDM in its dry and
reconatituled lform. Specifically in child
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feeding programsy where NFDM iz distribuled
1n bulk directly to families. projects at &
minimum should include education on (a)
prometion of exclusive breastfeeding for 48
months and conlinuation of breastfeeding
after solid foods are introduced. (b) use of
NFDM as a protein supplement. (c) the
impartance of combining NFDM with energy
rich foods, re oil. fats, porridges, stews, eic..
and [d) precautions 1o be taken 1o prevent
contamination of foods prepared with NFDM
and (e) precaulions to be taken when NFDM
is reconstituted as a milk drink, when there is
evidence that it may be used this way.

15. Describe other contributions such as
financial. human resources, other food
commodities, etc.. including the source,
estimates of the amount and role the
contributions will play in the program.

16. Describe melnod 1o be used 10
supervise and monitor distribution of the
dairy products to assure that the inlended use
of dairy products is accomplished.

17, Provide information to show that the
applicant has received approval from the
governmen! in the country to import the
donated dairy products free from sll custom
duties, tolls, taxes, etc

Appendix II—Dairy Product Foreign
Donation Program Agresmenl (Sectioa 416)
Country

United States Governmeni—Dairy Product
Foreign Donation Program Agreement
(Section 41€)

In order to efTect the distribution of dairy
products for the assistance of needy persons
outside the United States, the Agency for -
International Development (A1D.), the
Commodity Credit Carporstion (CCC), and
the (Cooperating Sponsor) agree as follows:

1. CCC agrees to donate to the Cooperating
Sponsor dairy products of the kind and
amounls specified in Section 2 of this
agreement pursuant to the authority of
Section 416 of the Agricultural Acl of 1949, us
amended. CCC shall deliver such dairy
products n accordance with the delivery
scnedule speclied «n Section 2.

2 Dairy products to be donated to the
Cooperaling Sponsor are as follows:

Foreign port
motnc tons | S pory? | Geoneson

! Pord wiwre il ¥onefers § other tan ULS. port,

Note.—Should the above schedule change,
the Cooperating Sponsor will promptly
Inform and coordinate a revised delivary
schedule by contacting the Agriccltural
Stabilization and Conservation Service,
Kansas City Commodity Office, USDA, P.O.
Box 205, Kansas City, Miscouri, 04141,
Telephone: (913) 236-3057.

3. The payments of all costs associated
with the reprocessing. packaging.
transporting. handling and other charges
incurred in the distribution of tha dairy
products will be apportiozed as follows:

A. CCC agreec to donals the dslry products
without charge ard > pay the following



http:Feder.Il

22070 Federal Register / Vol 49, No. 102 |/ Thursday, May 24, 1984 / Rules and Regulations

cosls: (These costa will be determined dunng
the negotiation of program approval.)

B The Cooperating Sponsor agrees to pay
the following costs! (These cnsts are
delermined dunng the negotiation of program
approval.)

4. The Cooperating Sponsor ugrees 1o use
the dairy products only in accordance with
this Agreement and the approved program,

5. The lerm and conditions sel forth in AID
Regulatior 10 and the approved Plan of
Operation are incorporated into and made »
part of this agreement.

Agency lor Inlernational Developmeant
By

Title: Assistan! Administrator, Bureau of
Food for Peace and Voluntary Assistance
and/or as deieguted.

Dale:

Commodity Credll Corporatioa

By

Title: General Sales Manager, FAS and
Vice President. Commodity Credit

Corporation and/or as delegated
Date:
Request and Acceplance

The assistance descnbed in this uyreement
is requesled and.the terms und conditions of
this Agreement and ol AID Regulation 10,
excepl as otherwise specifically provided
herein, are accepled.

Cooperating Spoasor

By
Title:
Date:

Dated: Apnl 17, 1534,
M. Peter McPherson,
Administrotor.
{FR Doc. 84-14008 Filed b-T-M. 845 sen|
BILLING CODE 81161+
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PEPARTMENT OF AGRICULTURE
Commodity Credit Corporation
1 CFR Part 1497

Donstion of Dalry Products Overseas

AsEnCY: Commodity Credit Corporntion,
USDA.
scnow: Final rule

sUrMARY: This-rule will remove the
e rule (47 FR 54285, 7 CFR Part
1497) published by Commod.ty Credit
Corporation (CCC) on December 2, 1582,
{arth the procedures for the
denation of dairy products to aasist
nredy peraons overseas. Under an
treement with CCC, AID as agent for
CCC will perform certain services for
CCC in counection with the donation of
dairy products overseas. AID's
regulation, which replaces CCC's
regulation on this subject, appears in
this Fedaral Register in Part 10 of this
usue.

F ECVTVL DATE: May 24, 1884,

POR FURTHER INFORMATION CONTACT:
Mary T, Chambliss, Director, Program
Analysis Division, Export Credits,
Foreign Agriculture Service, US.
Department of Agriculture, Washington,
D.C. 20250, Telephaone: (202) 447-3573.
PP IMENTARY INFORMATION: On
Dtcember 2, 1982, CCC published an
Ztemim Rule (47 FR 54285, 7 CFR Part
457 setting forth procedures for the
Sonation of dairy products to assia
retdy persons overseas under the
wibonty of Section 416 of the
Agncultural Act of 1948, as amended
(Section 416). On August 9, 1983, a
tmorandum of Underatanding was
©lered into between CCC and the
Agency for Internationsl Development
(AID) which provided for the
Cesignation of AID as the agent for CCC
11 performing certain services for CCC

in connection with making dairy
products available to needy pepple
overseas under the authonty of Section
414 Pursuant to the Memorandum of
Understanding. AID has pubished an
Interim Rule which appears {n Part [l of
this Federal Register, setting forth
detailed procedures relating to the
implementation of the Section 416
foreign donation p This AID
regulation, in by CCC, will
now govern the Section 418 foreign
donation program Accordingly, CCC Is
hereby removing 7 CFR Part 1497.

This rule has been reviewed under
USDA procedures required by Executive
Order 12291 and Departmental
Regulstion 1512-1 and has been
classified as “not major.” It has been
determined that this rule will not result
in: (1) Ao annua] effect on the economy
of $100 million or more; (2) & major
increasa In costs or prices for
corsumers, Individual industries,
Federal, State or local governments, or
geographical regions, or (3) significant
adverse effects on competition,
employment, investment, productivity
innovation. or th= ability of United
States-based enterprises to compete
with foreign-based enterprises in
domestic or export marketa.

It has been determined that the
Regulstory Flexibility Act is not
applicable to this notice, since CCC is
not required by 5 U.S.C 553 or any other
provision of law to publish a notice of
propesed rulemaking with respect to the
subject matter of this rule.

Since the Section 416 foreign donation
progrem will now be implemented
pursuant to the AID regulations, 7 CFR
Part 1497 no longer serves any
functional purpose and is unnecessary.
Therefore, CCC finds upon good cause
that compliance with the public
commenl and delayed effectiveness
provisions of 5§ US.C. 553 is
unnecessary, impracticable and contrary
to the public interest.

List of Subjects in 7 CFR Part 1497
Dairy products, Exports, Foreign aid.
Accordingly, Title 7 of the Code of

Federal Regulations is amended as

follows;

PART 1427--{REMOVED]

1. Part 1497 |s removed.

Aatborit s Sec. 410 of the Agnicultural Act
of 1948, as amended (7 US.C. 1421).

Signed 8! Washington, D.C. oo May 8, 1034,
Richard A. Benith,
Adminustrator, Foreign Agricultural Service
and Vice Presid:nt of the Commodity Credit
Corparotioa.
[P Do bet—t-0208 Fiud -0 fred om)
BRLE OO0 34 10-06-ii

DEPARTMENT OF TRANSPORTATION
Federal Aviation Admintstration
14 CFR Part 38

[Docket Na. B4-Ni-33-AD; Amdt. 38-4872)

Alrworthiness Boeing
Model 737 Sertes Alrplanes

AQENCY: Federal Aviation
Administration (FAA), DOT.

AcTwoee Final rule.

BUMMARY: This amendment adopts &
new airworthiness directive (AD) which
requires inspection of the auxiliary
power unit (APU) feeder cable on
certain Boeing 737 aircraft. This action is
necessary to detect interference with the
elevator contrel cable which could
result in @ severnd primary control
cable. A severed elevator control cable
combined with another elevator system
fuilure could result in loes of the
airplare.

DATE: Effective June 4. 1884.

ApDrEssrs: The referenced service
documents may be cbialned upoa

requ es! from ths Boeinry Commerrial
Airplane Company, P.O. Box 3707,
Seattle, Washington 88124, or may be
uxamined at the address shown below.

FOR FURTWHER DIFORMATION CONTACT.
Mr. Carlton Holmes, Airframe Branch,
ANM-1205, Federal Aviation
Administration, Northwest Mountain
Region. Seattle Aircraft Certification
Oflice, 2010 East Marginal Way South,
Seattle, Washington, telephone (208)
431-2928. Mailing Address: FAA,
Northwest Mountain Region, 17900
Pacific Highway South, C-68988, Seattle,
Washington 58164

SUPPLERENTARY IRFORMATION: There
have been five reportad caves of
interference between the elevaior
control cable and the APU [eeder cable,
all of which have resulied in abrazion
and arcing between the two, leading to

cable severance.

R |
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TRANS, MEMO NO, EFFECTIVE DATE PAGE NO.
9:6 June 13, 1979 C-1

The text of AID Requlation 11, as amended, is

AID REGULATION 11

in the Federal Register as follows:

Portion(s) Affected

Entire requlation

Sections 211.3; 211.5(k)

Section 211.9 (in entirety)

Requlation Revised (in
entirety)

Requlation Revised (in
antirety)

DEPARTMENT OF STATE
Agency for International Development
22 CFR Part 211

[A.l.D. Regulation 11]

Transfer of Food Commodities for Use
In Disaster Relief and Economic
Development, and Other Assistance

Sec.

211.1
211.2
2113
2114

General purpose and scope.

Definitions.

Caoperating sponsor agreements,

Availability of commodities,

2115 Obligations of cooperating sponsors.

211.8, Processing repackaging, and labeling
commodities.

2117 Arrangements for entry and handling
in foreign country.

2118 Disposition of commodities unfit for
suthorized use.

211.9 Liability for loss and damage or
improper distribution of commodity.
211,10 Records and reporting requirements

of cooperating sponsor,
21111 Termination of program.
21112 Waiver and amendment authority,

Authority: Secas. 105, 201, 202, 203, and 30¢
Agricultural Trade Development and
Assistance Act of 1954, as amended, 7 U.S.C.
1705, 1721, 1722, 1723, and 1693; 68 Slal. 454,
as amended.

§211.1 Genera! purpose and scope,

(a) Terms and conditions. This Part
211 contains the regulations prescribing
the terms and conditions governing the
transfer of agricultural commodities to
foreign governments, U.S. voluntary
agencies, or intergovernmental

Effective Date

February 13, 1968
October 7, 1970
Sentember 19, 1974

Noyvember 1, 1976

June 13, 1979

organizations (except the World Food
Program and United Nations Relief and
Works Agency) pursuant to Title II, the
Agricubtural Trade Development and
Assistance Act of 1954, as amended
(Pub. L. 480, 83rd Congress, as
amended),

(b} Legislation. The legislation
implemented by the regulations in this
part is as follows:

(1) Section 2(3) of the Agricultural
Trade Development and Asssistance
Act of 1954, as amended, provides that
in furnishing food aid, the President
shall:

relate Uniled States food assistance lo efforts
by aid-receiving countries to increase their
own agricultural production, with emphasis
on development of smail, family farm
agricuture, and improve their facilities for
transportation, storage, and distribution of
food commodities.

(2) Section 201 of the Agricultural
Trade Development and Assistance Act
of 1954, as amended, provides as
follows:

(a) The President is authorized to
determine requirements and furnish
ayricultural commodities on behalf of the
people of the United States of America, to
meet famine or other urgent or extraordinary
relief requirements; lo combat malnutrition,
especially in children; to promole economic
and community development in friendly
developing areas, and [or needy persons and
nonprofit school lunch and preachool feeding
programs outside the United States. The
Commodity Credit Corporation shall make
available to the President such agricultural
commodities determined to be available
under section 401 as Le may request.

given below,

based on publication

Citation

33 F.R, 2918

J4 LR 575]

39 F.R. 33668

41 F.R. 47919-
47927

44 F.R. 34034-
34045

{b) The minimum quantity of sgzicultural
commodities distributed under this title—{1)
for fiscal years 1978 through 1980 shall be
1,600,000 metric tons, of which not less than
1,300,000 metric tons shall be distributed
through nonprofit voluntary agencies and the
World Food Program; (2) for fiscal year 1961
shall be 1,650,000 metric tons, of which not
less than 1,350,000 metric tons shall be
distributed through nonprofit voluntary
agencies and the World Food Program; and
(3) for fiscal year 1982 and each fiscal year
thereafter shall be 1,700,000 metric tons, of
which not less than 1,400,000 metric tons
shall be distributed through nenprofit
voluntary agencies and the World Food
Program; unless the President determines and
reports to the Congress, together with his
reasons, that such quanlity cannot be used
effectively to carry out the purposes of this
title: Provided, That such minimum quantity
shall not exceed the total quantity of
commodities deterrined to be available for
disposition under this Act pursuant to section
401, less the quantity of commecdities required
to meel famine or other urgent or
extraordinary reliel requirements.

(3) Section 202 of the Agricultural
Trade Development and Assistance Act
of 1954, as amended, provides as
follows:

(a) The President may furnish commodities
for the purposes sel [orth in section 201
through such friendly governments and such
egencies, privale or public, including
intergovernmental organizations such as the
World Pood Program and other multilateral
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211.1(b)(3)(a)

organizations in such manner and upon such
terms and conditions as he deems
appropriate, The President shall, to the extent
practicable, utilize nonprofit voluntary
agencies registered with, and approved by,
the Advisory Commiltee on Voluntary
Fureign Aid. If no Unitad States nonprofit
vo.untary agency registered with and
approved by the Advisory Committee on
Voluntary Foreign Aid is available, the
President may utilize a foreign nonprofit
vuluntary agency which is regisiered with
and approved by the Advisory Committes.
Insofar as practicable, all commodities
furnished hereunder shall be clearly
identified by appropriate markings on each
package or container in the language of the
locality where they are distnbuted as being
furnished by the people of the United States
of America. Excep!t in the case of smergency,
the President shall take rensonable
precaution to assure that commodities
furnished hereunder will not displace or
interfere with sales which might otherwise be
made.

(b){1) Assistance to needy persons under
this title shall be directed, insofar as
practicable, toward community and other
self-help activities designed to alleviate the
causes of need for such assistance.

(2) In order to assure that food
commodities made available under this title
are used effectively, indigenous workers shall
be employed, to the extent feasible, to
provide information on nutrition and conduct
food distribution programs in the most remote

villages.
(3) In distributing food commodities under
this title, priority shall be given, to the extent

frasible, to those who are suffering from
malnutrition by using means such as (A)
giving priority within focd programs for
preschool children to malnourished children,
and (B) giving priority to the pooresi regions
of countries.

(4] Section 203 of the Agricultural
Trade Development and Assistance Act
of 1854, as amended, provides as
follows:

The Commodity Credit Corporation may, in
acdition to the cost of acquisition, pay'with
respect to commodities made available under
thia title costs for packaging, enrichment,
preservation, and fortification, processing,
trangportation, handling, and other incidental
costs up to the time of their delivery free on
board vessels in 11.S. ports. Ocean [reight
charges from U.S. ports to designated ports of
antry abroad; transportation from United
States ports to deaignated points of entry
abroad in the case (1) of landlocked
countries, (2) where ports cannot be used
effectively because of natural or other
disturbances, (3) where carriers to a specific
country are unavailable, or (4) where a
substantial savings in cost or time can be
effected by the utilization of points of entry
other than ports; and charges for general
average contributions arising out of the ocean
transpeit of commodities transferred
pursuant thereto.

(5) Section 204 of the Agricultural
Trade Development and Assistance Act

of 1954, as amended, provides in part as
follows:

Programs of assistance shall not be
undertaken under thig title during any
calendar year which call for an appropriation
of more than $750,000,000* to reimburse the
Commodity Credit Corporation for all costs
incurred in connection with such programs
{including the Corporation's investment in
commodities made available) plus any
amount by which programs of assistance
undertaken under this title in the preceding
calendar year have called or will call for
appropriations to reimburse the Commodity
Credil Corporation in amounts less than were
authorized for such purpose during such
preceding ye ir,

In addition to other funds available for
such purposes under any other act, funds
made available under this title may be used
in an amount not exceeding $7,500,000
annually to purchase foreign currencies
accruing under title [ of this Act in order to
meel costs (excepl the personnel and
administrative costa of cooperating sponsors,
distributing agencies, and recipient agencies;
and the costs of construction or maintenance
of any church owned or operated edifice or
any other edifices to be used for sectarian
purposes) designed to assure that
commodities made available under this titla
ure used to carry out effectively the purposes
for which such commodities are made
available or to promote community and other
self-help activities designed to alleviate the
causes or the need for such assistance;
Providad, however, That such funds shall be
used only to supplement and not substitute
for funds normally available for such
purposes from other nou-United Stales
Government sources,

(6) Section 208 of the Agricultural
Trade Development and Assistance Act
of 1954, as amended, provides in part as
follows:

Except to meet famine or other urgent or
extraordinary relief r quirements, no
assistance under this title shall be provided
under an agreement permitting generation of
foreign currency proceeds unless (1) the
country receiving the assistance is
undertaking self-help measures in accordance
with section 109 of this Act. (2) the specific
uses to which the foreign currencies are to be
put are set forth in a written agreement
between the United States and the recipient
country, and (3) such agreement provides that
the currencies will be used for increasing the
effectiveness of the programs of food
distribution and increasing the availability of
food commodities provided under this tite to
the neediest individuals in reciplent
countries, The President shall include
Information on currencies used in accordance
with the section in the reports required under
section 408 of this Act and section 657 of the
Foreign Assislance Act of 1961,

(7) Section 401 of the Agricultural
Trade Development and Assistance Act
0f 1954, as amended, provides as
follows:

(a) After consulting with other agencies of
the Government affected and within policies
laid down by the President for implementing
this Act, and afler taking into account
productive capacity, domestic requirements,
farm and consumer price levels, commercial
exports and adequate carryover, the
Secretary of Agriculture shall determine the
agricultural commodities and quantities
thereof available for disposition under this
Act, and the commodities and quantities
thereof which may be included in the
negetiations with each country, No
commodity shall be available for disposition
under this Act if such disposition would
reduce the domestic supply of such
commodity below that needed to meet
domestic requirements, ndequalte carrvover,
and anticipated exports for dollars as
determined by the Secretary of Agriculture at
the time of exportation of such commodity,
unless the Secretary of Agriculture
determines that some part of the supply
thereof should be used to carry out urgent
humanitarian purposas of this Act.

(b) Nu agricultural commodity may be
financed or otherwise made available under
the authority of this Act except upon &
determination by the Secretary of Agriculture
that (1) adequate storage facilities are
available in the recipient country at the time
of exportation of the commodity to prevent
the spoilage or waste of the commodity, and
(2) the distribution of the commodity in the
recipient country will net result in a
substantial disincentive to domestic
production in that country,

{8) Section 402 of the Agricultural
Trade Development and Assistance Act
of 1954, as amended, provides, in part,
as follows:

The term “agricultural commodity” as used
In this Act shall include any agricultural
commodity produced in the United States or
product thereof produced in the United
States: Provided, however, Thal the term
"agricultural commodity" shall not include
alcoholic beverages, and for the purposes of
title I1 of this Act, tobacco or products
thereof. Subject to the availability of
appropriations therefor, any domestically
produced fishery product may be made
available under this Act.

(9) Section 404 of the Agricultural
Trade Dévelopment and Assistance Act
of 1954, as amended, provides as
follows:

The programs of assistance undertaken
pursuant to this Act shall be directed toward
the attainment of the humanitarian objectives
and national interest of the United States.

(10) Section 405 of the Agricul*u ai
Trade Development and Assistance Act
of 1954, as amended, provides as
follows:

The authority and funds provided by this
Act shall be utilized in a manner that will
assis! friendly countries that are determined
to help themselves toward a greater degree of
sell-reliance In providing enough food 1o meet
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the needs of their people and In resolving recipients, plan for distribution of conditions of the Food for Peace

their problems relative to population growth.

§211.2 Definitlons.

(a) “AID" means the Agency for
International Development or any
successor agency, including, when
applicable, each USAID. "USAID"
means an office of AID located in a
foreign country. "AID/W" means the
Office of AID located in Washington,
D.C.

(b) “CCC™ means the Commodity
Credit Corporation, a corporale agency
and instrumentality of the United States
within the U.S. Department of
Agriculture,

(c) "Cooperating sponsor” means the
foreign government, the U.S. registered
nonprofit voluntary agency, the
American National Red Cross, or the
intergovernmental organization, which
enters into an agreement with the U.S.
Government for the use of agricultural
commodities and/or funds (including
local currencies), and which is directly
responsible under the agreement for
administration and implementation of
and reporting on programs involving the
use of the commodities and/or funds
made available to meet the
requirements of eligible recipients. The
term also includes foreign nonprofit
voluntary agencies registered with the
Advisory Committee on Voluntary
Foreign Aid entering into such
agreements following a determination of
unavailability of a U,S. registered
nonprofit voluntary agency to provide
the aspistance.

(d) “Diplomatic Posts" means the
offices of the Department of State
located in foreign countries, and may
include Embassies, Legations, and
Consular offices.

(e) "Disaster relief organizations'
means organizations which are
authorized by AID/W, USAID, or by a
Diplomatic Post to assist disaster
victims.

(f) “Disaster victims" means persons
who, because of flood, drought, fire,
earthquake, other natural or manmade
disasters, or extraordinary relief
requirements, arz in need of food, feed,
or fiber assistance.

(g) “Duty free" means exempt from all
customs duties, duties, tolls, taxes or
governmental impositions levied on the
act of importafion.

(h) "Food for Peace Program
Agreement” consiitutes the agreement
between the cooperating sponsor(s) and
the U.S. Government. The Food for
Peace Program Agreement may be
specific, listing the kinds and quantities
of commodities to be supplied, program
objectives, criteria for eligibility of

commodities, and other specific program
provisions in addition ta the provisions
set forth in this part; or it will state that
the cooperating sponsor will comply
with this part and such other terms and
conditions as set forth in other AID
programing documents,

(i) "Institutions" means nonpenal,
public or nonprofit private
establishments that are operated for
charitable or welfare purposes where
needy persons reside and receive meals,
including, but not limited to, homes for
the aged, mentally and physically
handicapped, refugee camps, and
leprosy asylums.

(j) “Intergovernmental organizations"
means agencies sponsored and
supported by the United Nations
organization or by two or more nations,
one of which is the United States of
America.

(k) "Maternal-child feeding, primary
school and other child feeding
programs'':

(1) Maternal and preschool feecing
programs means programs conducted for
womer of child bearing age, for mothers
with preschool children, and for children
below the usual enrollment age for the
primary grade at public schools.

(2) School feeding nrograms refers to
programs conducted for the benefit of
children enrolled in primary schools,

(3) Other child feeding programs
refers to programs designed to reach
preschool or primary school age, needy
children in child care centers,
orphanages, institutions, nurseries,
kindergartens, and similar activities.

(1).“Nonprofit” means that the rasidue
of income over operaling expenses
accruing in any activity, project, or
program is used solely for the operation
of such activity, project, or program.

(m) "Primary School'* means a public
or nonprofit facility, or an activity
within such facility, which has as its
primary purpose the education of
children at education leveis which are
generally comparable to those of
elementary schools in the United States.

(n) “Recipient agencies” means
schools, institutions, welfare agencies,
disaster relief organizations, and public
or private agencies whose food
distribution functions are sponsored by
the cooperating sponsor and who
receive commodities for distribution to
eligible recipients. A cooperating
sponsor may be a recipient agency.

(o) “Recipients” means persons who
are in need of food assistance because
of their economic condition or who are
otherwise eligible to receive
commodities for their own use in
accordance with the terms and

Program Agreement,

(p) “Refugees' means persons who
fled or were forced to leave their
country of nationality or residence and
are living in a country other than that of
which they hold or have held citizenship
orin a part of their country of
nationality or residence other than that
which they normally consider their
residence, and become eligible
recipients.

(q) "USDA" means the U.S,
Department of Agriculture.

(r) “Voluntary Agency" means the
American National Red Cross and any
U.S. or foreign voluntary nonprofit
agency registered with, and approved
by, the Advisory Committee on
Voluntary Foreign Aid of the Agency for
International Development.

(s) "Welfare agencies" means public
or nonprofit private agencies that
provide care, including food assistance,
to needy persons who are not residents
of institutions.

§211.3 Cooperaling sponsor agrezments.

(a) Food for Peace Program
Agreement. The cooperating sponsor
shall enter into a written agreement with
AID by assigning a Food for Peace
Program Agreement which shall
incorporate by reference or otherwise
the terms and conditions set forth in this
part.

(b) Individual Country Food for Peace
Program Agreement. Voluntary agencies
or intergovernmental organizations
shall, in addition to the Food for Peace
Program Agreement, enter into a
separate written Food for Peace
Agreement with the foreign government
of each cooperating country. This
agreement shall incorporate oy
reference or otherwise the terms and
conditions set forth in this part;
Provided, however, that where such
wrilten agreement is not feasible or
practicable, the.USAID or Diplomatic
Post shall assure AID/W that the
program can be effectively operated
without such an agreement.

§211.4 Avallability of Commodities.

(a) Distribution and use of
commodities. Commodities shall be
available for distribution and use in
accordance with the provisions of the
Food for Peace Program Agreement and
this part.

(b) Transfer of title and delivery, (1)
Unless the Food for Peace Program
Agreement provides otherwise, title to
the commodity shall pass to tk «
cooperating sponsor at the time and
place of delivery f.o.b, or f.a.s. vessels at
the U.S. ports except that in the case of
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voluntary agencies and
intergovernmental organizations, title
may pass at the discretion of USDA at
other points in the United States,

(2) Voluntary agencies and
intergovernmental organizations shall
make the necessary airangements to
accept commaodities at the points of
delivery designated by the USDA.

(c) Processing, handling,
transportation and other costs. (1) The
United States will pay processing,
handling, transportation, and other
incidental costs incurred in making
commodilies available to cooperating
sponsors free on board (f.0.b ) or free
along side (f.a.s.) vessel at U.S. ports, or
free at inland destinations in the United
States except as otherwise provided in
this paragraph (c).

(2) Voluntary agencies and
intergovernmental organizations shall
reimburse the United States for
expensks incurred at their request and
for their accommodation which are in
excess of those which the United States
would have otherwise incurred in
making delivery (i) at the lowest
combination of inland and ocean
transportation costs to the Uniied States
as determined by the United States or
(i) in sizes and types of packages
announced as available.

(3) All costs and expenses incurred
subsequent to the transfer of title in the
United States to cooperating sponsors
except as otherwise provided herein
shall be borne by them. Upon the
determination that it is in the interests
of the program to do so, the United
States may pay or make reimbursement
for ocean transportation costs from U.S,
ports to the designated ports of entry
ahoard: or to designated points of entry
abroad in the case {i) of landlocked
countries, (ii) where ports cennot be
used effectively because of natural or
other digturbances, (iii) where carriers
to a specific country are unavailable, or
(iv) where a substantial savings in cost
or time can be effected by the utilization
of points of entry other than ports.

(d) Transportation authorization. A
transportation authorization will be
issued to cover the ocean freight paid
directly by the United States. When
CCC contracts for ocean carriage,
disbursement to the carriers shall be
made by CCC upon presentation of
Standard Form 1113 and three copies of
1113A (Public Voucher for
Transportation Charges), together with
three copies of the related onboard
ocean bill of lading, one copy of which
must contain the following certification
signed by an authorized representative
of the steamship company:

I certify that this document is a true and
correct copy of the original onboard ocean
bill of lading under which the goods herein
described were loaded on the sbove-named
vessel and that the origi.ial and all other
copies thereof have been clearly marked as
not to be certified for billing.

(Mame of steamship co.)
[Authorized representative!

Such vouchers should be submitted to:
Director Ocean Transportation Divisien,
Office of the General Sales Manager,
U.S. Department of Agriculture,
Washington, D.C. 20250. Except for duty,
taxes and other costs exempted in

§ 211.7 (a) and (b) of this part, voluntary
agencies booking their own vessels will
be reimbursed as provided in AID
Regulation £ (Part 202 of this chapter)
for ocean freight authorized by the
United States upon presentation to AID/
W (or to a U.S. Bank holding an AID
Letter of Commitment) of proof of
payment to the ocean carrier,

(e) Shipping instructions—(1)
Shipments booked by CCC. Request for
shipment of commadities shall originate
with the cooperating sponsor and shall
be submitted to USAID or Diplomatic
Posl for clearance and transmittal to
AID/W, AID/W shall, through cables,
airgrams or letters to USAID or
Diplomatic Posts, provide cooperating
sponsors (and where applicable
voluntary agency headquarters) with
names of vessels, expected times of
arrival (ETAs), and other pertinent
information on shipments booked by
CCC. At the time of exportation of
commodities, applicable ocean bills of
lading shall be sent airmail, or by the
fastest means available, by the freight
forwarder, representing CCC, to USDA,*
to USAID or Diplomatic Posts (and
where applicable to USAID Controller,
voluntary agency headquarters, and
voluntary agency field representatives),
and to the consignee in sufficient time to
advise of the arrival of the shipment.

(2) Shipments booked by voluntary
agency or intergovernmental
organization. Requests for shipment of
commodities sball originate with the
cooperating sponsor and shall be
cleared by the USAID or Diplomatic
Post before transmittal to the voluntary
agency's or intergovernmental
organization's headquarters for
concurrence and issuance. USAID or
Diplomatic Post shall prompltly clear
voluntary agency and intergovernmental
organization requests for shipment of
commodities or, if there is reason for
delay or disapproval, advise the
cooperating sponsor and AID/W within
seven (7) days of receipt of requests for

shipment. After the voluntary agency or
intergovernmental organization
herdquarters concurs in the request and
issues the urder, the original will be sent
promptly 0 USDA with a copy to the
USAID ar Diplomatic Posts,
Headqguarters of voluntary agencies and
intergovernmental organizations which
book their own shipments shali provide
their representatives and the USAID or
Diplomatic Posts with the names of
vessels, expected limes of arrival
(ETAs) and other pertinent information
on shipments booked. At the time of
exportation of commodities, applicable
ocean bills of lading shall be sent
airmail or by the fastest means
available by the freight forwarder,
representing the voluntary agency or
intergovernmental organization, to
USDA to the USAID or Diplomatic Post
(and where applicable to USAID
Controller and voluntary agencies’
representatives), and to the consignee in
the country of destination in sufficient
time to advise of the arrival of the
shipment. However, voluntary agencies
will also forward cable advice of actual
exportation to their program directors in
countries within the Caribbean area
which are supplied by vessels having a
rapid and short run from U.S. port to
destination.

(f) Tolerances. Delivery by the United
States to the cooperating sponsor at
point of transfer of title within a
tulerance of 5 percent (2 percent in the
case of quantities over 10,000 metric
tons) plus or minus, of the quantity
ordered for shipment shall be regarded
as completion of delivery. There shall be
no tolerance with respect to the ocean
carrier's responsibility to deliver the
entire cargo shipped and the United
States assumes no obligation for failure
by an ocean carrier to complete delivery
to port of discharge.

§211.5 Obligations of cooperating
BpPONSON.

(a) Plan of operation. Each
cooperating sponsor shall submit to the
USAID or Diplomatic Post for the
approval of AID/W, within such times
and on the forms prescribed by AID/W,
a description of the programs it is
sponsoring or proposes to sponsor. This
description will provide basic
information for preparation and
amendment of Food for Peace Program
Agreements and Individua! Country
Food for Peace Program Agreements and
will include program purposes and
goals, criteria for measuring program
effectiveness, and other specific
provisions in addition to those set fori.
in this Part. Further, this description will
include information from which it may
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be determined that the distribution of
commodities in the recipient country
will not result {n a substantial
disincentive to domestic production and
that adequale storage facilities are
available in the recipient country at the
time of exportation of the commodity to
prevent the spoilage or waste of the
commodity.

(b) Program supervision. Cooperating
sponsors shall provide adequate
supervisory personnel for the afficient
operation of the program, including
personnel to plan, organize, implement
control, and evaluate programs
involving distribution of commodities,
and, in accordance with AID guidelines,
to make internal reviews, including
vearehouse inspections, physical
inventories, and end-use checks.
Muximum use of volunteer personnel
shall be encouraged, but U.S. voluntary
egencies shall be represented by a U.S,
cilizen, resident in the coantry of
distribution or other nearby country
approved by AID/W, who is appointed
by and responsible to the voluntary
agency for distribution of commodities
in accordance with the provisions of this
part, Intergovernmental organizations
foreign nonprofit voluntary agencies and
the American National Red Cross shall
be represented by a person appointed
by and responsible to these
organizations for the supervision and
control of the program in the country of
distributiony in accordance with the
provisions of this part.

(c) Internal Reviews—(1) Voluntary
Agencies, Atintervals mutually agreed
upon in writing by USAIDs or the
Diplomatic Past and the voluntary
agency as appropriate for good
management, the voluntary agencies
shall conduct or arrange to have
conducted comprehensive internal
reviews or a series of examinations
which, when combined, will represent 8
complete review of the Title II
program(s) under their jurisdiction.
Copies of reports of these
comprehensive examinations shall be
submitted to USAIDs or Diplomatic
Posts as required in § 211.10(b)(3).

(2) Other Cooperating Sponsor. In the
cage of programs administered by
cooperating governments and
intergovernmental organizations,
responsibility for conducting internal
audit examinations shall be determined
by AID/W on a case by case basis. For
records and reporting requirements for
emergency programs see § 211 10(5).

{d) Commodity requirements, Each
cooperating sponsor ghall submit to the
USAID or Diplomatic Post, within such
times and on the form prescribed by
AID/W, estimetes of requirements

showing the quantities of commodities
required for each program proposed,
Requirements shall be summarized for
all programs in the country on a form
prescribed by AID/W.

(e) Determination of eligibility.
Cooperating sponsors shall be
responsible for determining that the
recipients and recipient agencies to
whom they distribule commodities are
eligible in accordance with the terms
and conditions of the Food for Peace
Program Agreement and this part.
Cooperating sponsor shali impose upon
recipient agencies responsibility for
determining that the recipients to whom
they distribute commodities are eligible.
Commodities shail be distributed free of
charge except as provided in paragraph
(i) of this section, or as otherwise
authorized by AID/W.,

(f) No discrimination. Cooperating
sponsors shall distribute commodities
only to eligible recipient agencies and
eligible recipients without regard to
nationality, race, color, sex, or religious
or political beliefs, and shall impose
similar conditions upon distribution by
recipient agencies,

(g) Public recognition. To the
maximum ex’ent practicable, and with
tha cooperation of the host government,
adequate public recognitions shall be
given in the press, by radio, and other
media that the commodities have been
furnished by the people of the United
States. At distribution centers the
cooperating sponsor shall, o the extent
feasible, display banners, posters, or
similar media which shall contain
information similar to that prescribed
for containers in § 211.6(c). Recipients'
individual identification cards shall,
insofar as practicable be imprinted to
contain such information.

(h) Containers—(1) Markings. Unless
otherwise specified in the Food for
Peace Program Agreement, when
commodities are packaged for shipment
from the United States, bags and other
containers shall be marked with the
CCC contract number or other
identification, the AID emblem and the
following information stated in English
and, as for as practicable, in the
language of the country receiving the
commodity:

(i) Name of th> commodity.

(ii) Furnished by the people of the
United States of America.

(iii) Not to be sold or exchanged
(where applicable). Emblems or other
identification of voluntary agencies and
intergovernmental organizations may
also be added.

(2) Dispusal of containers.
Cooperating sponsors may dispose of
containers, other than containers

provided by carriers, in which
commodiiies are received in countries
having approved Title I programs, hy
sale or exchange, or distribute the
containers free of charge to eligible food
or fiber recipients for their personal use.
If the containers are to be used
commercially, the cooperating sponsor
must arrange for the removal or
obliteration of U.S. Government
markings from the containers prior to
such use.

(i) Use of fuods. In addition to funds
accuring to cooperating sponsors from
the sale of containers, funds may also be
available from charges made in
maternal, preschool, school and other
child feeding programs where payment
by the recipients will be encouraged on
the basis of ability to pay. Funds from
these sources shall be used for payment
of program costs such as transportation,
storage, (including the improvement of
storage facilities and the construction of
warchouses) handling, insect and rodent
control, rebagging of damaged or
infested commodities, and other
program exper.ses specifically
authorized by AID to carry cut the
objectives of the program for which the
commodities were furnished. Funds may
also be used for payment of indigenous
and/or third country personnel
employed by cooperating sponsors or
recipient agencies in support of Title [I
programs, However, such funds may not
be used to purchase land for seclarian
purposes, to acquire or construct church
buildings, or to make alterations in
existing church-owned buildings. Actual
out-of-pocket expenses incurred in
effecting any sale of containers may be
deducted from the sales proceeds.

(i) No displacement of sales. Except in
the case of emergency or disaster
situations, the donation of commodities
furnished for these programs shall not
result in increased availability for
export by the foreign eountry on the
same or like commodities and shall not
interfere with or displace sales in the
recipient country which might otherwise
take place. A country may be exempt
from this proviso if circumstances
warrant. Missions should seek AID/W
guidance on this natter.

(k) Commodities borrowed or
exchanged, After the date of the
program approval by AID/W, but before
arrival at the distribution point of the
commodities authorized herein, the
cooperating sponsor may, with prior
approval of the USAID or Diplomatic
Post, borrow same or similar
commodities from local soui ses to meet
program requirements provided that: (1)

Such of the commedities borrowed as
are used in accordance with the terms of
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the applicable Food for Peace Program
Agreement will b replaced with
commudities authorized herein on an
equivalent value basis at the time and
place that the exchange takea place as
determined by mutual agreement
between the cooperating spangor and
the USAID or Diplomatic Post except,
that al the request of the cooperating
sponsor the USAID or Diplomalic Post
1ay determine that such replacement

1518, (2) packaged commodities which
are borrowed shall be appropriately
identified in'the language of the country
ob distribution as having been furnished
by the people of the United States: and
(3) suitable pubiicity shali be given to
the exchange of commodities as
provided in paragraph (g) of this section
and containers for borrowed
commodities shall be marked to the
extent practicable in wecordance with
§ 211.6(c)

(1) Commaodity Transfer, After the
date of program approval by AID/W,

it before distribution of the

ommodities authonzed herein by the
recipient agency, the USAID or the
Diplomatic Post, or the coaperating
sponsor with prior approval of the
USAID or Diplomatic Post, may transfer
commodities between approved Title II
programs o meel emergency disaster
requirements or to improve efficiency of
operation; for example, lo meet
temporary shortages due'to delays in
ocean transportation, or to provide for
rapid digtribution of stocks in danger of
detenoration. Transfers may also be
made to disaster organizations for use in
meeling exceptional circumstances,
Commodily transfers'shall be made al
no cost to the U.5, Government and with
the concurrence of the cooperating
sponsor or disaster organization
concerned. The USAID or the
Diplomatic Post may, however, provide
funds to pay the costs of transfers to
meet extraordinary relief requirements
in which case AID/W shall be advised
promptly of the details of the transfer,
Commodilies transferred as described
above shall not be replaced by the U.S.
Government unless AID/W authorizes
such replacement.

(m) Disposal of exceasive stock of
commodities. If commodities are on
hand which cannot be utilized in
accordance with the applicable Food for
Peace Program Agreement, the
cooperating sponsor shall promptly
advise USAID or the Diplomatic Post of
the quantities, location, and condition of
such commodities, and, where possible
shall propose an alternate use of the
excess slocks, USAID or Diplomatic
Post shall determine the most
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appropriate use of the excess stocks,
and with prior AID/W concurrence,
shall issue instructions for disposition.
Transportation costs and other charges
attributable to transferring commodities
from one program to another within the
country shall be the responsibility of the
cooperating sponsor, except that in case
ol disaster or emergency, AID/W may
authorize the use of disaster or
emergency funds to pay for the costs of
such transfers.

§211.8 Processing, repackaging, and
labeling commodities.

(a) Commercial processing and
repackaging. Cooperating sponsors may
arrange for processing commodities into
different end products and for packaging
or repackaging commodities prior to
distribution. When commercial facilities
are used for processing, packaging or
repackaging, cooperating sponsors shall
enler into writlen agreements for such
services. Except in the case of
commodities and/or containers
provided to foreign governments for sale
under section 208 of the Act, the
agreements must have the prior
approval of USAID or Diplomatic Post in
the country of distribution, Copies of the
executed agreements shall be provided
to the USAID or Diplomatic Post,
Agreements for such services shall
provide as a minimum that;

(1) No part of the commodities
delivered to the processing, packaging,
or repackaging company shall be used to
defray processing, packaging,
repuckaging, or other rosts; except as
provided in paragraph (a)(2) of this
section.

(2) When the milling of grain is
atithorized in the cooperating country,
the United States will not pay any part
of the processing costs, directly or
indirectly, except that with the prior
approval of AID/W, the value of the
offal may be used to offset such part of
the processing cosls as it may cover.

(3) The party providing such services
shall:

(i) Fully account to the cooperating
sponsor for all commodities delivered to
the processor's possession and shall
maintain adequate records and submil
perodic reports pertaining to the
performance fo the agreement:

(i1] Be liable for the value of all
commodities not accounted for ag
provided in § 211.9(g);

(iii) Return or dispnse of the
containers in which the commodity is
received from the cooperating sponsor
according to instructions from the
cooperaling sponsor; and

(iv) Plainly lable cartons, sacks, or
other containers containing the end

product in accordance with paragraph
(c) of this section.

(b)Y Use of _-"r'-rl_ppn;f_r},-lg sponsor
facilities, When cooperating sponsors
utilize their own facilities to process,
package, or repackage commodilies into
different end products, and when such
products are distributed for
consumption off the premises of the
cooperaling sponsor, the cooperating
sponsor shall plainly lable the
conlainers as provided in paragraph (c)
of this section, and banners posters, or
similar media which shall contain
information similar to that prescribed
paragraph (c) of this section, shall be
displayed at the distribution center,
Recipients® individual identification
cards shall to the maximum extent
practicable be imprinted 1o contain such
informnation,

(¢) Labeling. It prior to distribution the
cooperating sponsor arranges for
packaging or repackaging donnled
commodities the cartons, sacks, or other
containers in which the commodities are
packed shall be plainly labeled with the
AlD emblem, in the language of the
country in which the commodities are (
be distributed with the foliowing
informatior

(1) Name of commodity:

(2) Furnished by the people of the
United States of America: and

(3) Not to Le sold or exchanged
(where applicable). Emblems or other
identification of voluntsry agencies and
intergovernmental organizations nav
also be added.

(d) Where commodity containers aie
not used. When the usual practice in a
country is not to enclose the end product
in a container, wrapper, sack, etc., the
cooperating sponsar shall, to the extant
practicable, display banners, posters, or
other media, and imprint on individua)
recipient identification cards
information similar 1o thal prescribed in
paragraph (£) of this section,

§211.7  Arrangemits for entry and
handling in foreign Sintry,

(a) Costs at dJS(.‘hu.ﬂ";_-_x_ggr{s‘ Exnept as
otherwise agreed uponby AID/W and
provided in the applicible shipping
contract or in paragrmh (d) and (e) of
this section, the coopraling sponsor
shall be responsiblalor all costs, other
han those assegydd by the delivering
us accordance with itg
applicable tanf for delivery to the
discharge port or in accordance with the
applicable charter or booking contract.
The cooperating sponsor shall be
responsible for all costs for (1)
distributing the commodity as provided
in the Food for Peace Program
Agreement to end users, and (2) for

LA oithes
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demurage, detention, and overtime, and
(3) for obtaining independent discharge
survey reports as provided in § 211.0.
The cooperating sponsor shall also be
responsible for wharfage, taxes, dues,
and port charges assessed against the
cargo whenever assessed and collected
by local authorities from the consignee,
and for lighterage (when not a custom of
the port), and lightening costs when
assessed as a charge separate from the
freight rate.

(b) Duty, taxes, and consular invoices,
Commodities shall be admitted duty free
and exempt from all taxes. Consular
invoices shall not be required unless
specific provision js made in the Food
for Peace Program Agreement. If
required, they shall be issued without
cost to the cooperaling sponsor or to the
Government of the United States.

(c) Storage facilities and
transportation in foreign countries.
Cooperating sponsors shall make all
necessary arrangerents for receiving
the commodities and assume full
responsibility for storage and
maintenance of commodities from time
of delivery at port of entry abroad or;
when authorized, at other designated
points of entry abroad agreed upon
between the cooperaling sponsor and
AID. Before recommending approval of
a program to AID/W, USAID, or
Diplomatic Post shall obtain from the
cooperating spcnsor, assurance that
provision has been made for internal
transportalion, and for storage and
handling which are adequate by local
commercial standards. The cooperating
sponsor shall be responsible for the
maintenance of commeodities in such
manner as ‘o0 agsure distribution of the
commodities in good condition to
recipientagencies or eligible recipients.

(d) Infand transportation in
Intermediate countries. In the case of
landlocked countries, transportation in
the intermediate country to a designated
inland point of entry in the recipient
country shall be arranged by the
cooperating sponsor unless otherwise
provided in the Food for Peace Program
Agreement or other program document.
Voluntary agencies and
intergovernmental organizalions shall
handle claims arising from loss or
damage in the intermediate country, in
accordance with § 211.9(e). Other
cooperating sponsors shall assign any
rights that they may have to any claims
that arise in the intermediate country to
USAID which shall pursue and retain
the proceeds of such claims.

(e)(1) Authorization for
Reimbursement aof Costs. If, because of
packaging damage, it is determined by a
voluntary agency or intergovernmental

organization that corrmodities must be
repackaged to ensure that the
commodities arrive at the distribution
pointin a wholesome condition,
voluntary agencies and
intergovernmental organizaticns may
incur expenses for such repackaging up
to $500.00 and such costs will be-
reimbursed to the voluntary agency or
intergovernmental organization by CCC,
If costs will exceed $500.00 the authority
to repackage and incur the costs must be
approved by the USAID or Diplomatic
Post in advance of repackaging unlese
such prior approval is specifically
waived in writing by the USAID or
Diplomatic Post,

(2) Method of Reimbursement. (i)
Repackaging Required Because of
Damage Occurring Prior to or During
Discharge from the Ocean Carrier,
Costs of such reconstitution or
repackaging shculd be included, as a
geparate item in claims filed against the
ocean carrier (see 211.8(c)). Full
reimbursement of such costs up to
$500.00 will be made by CCC, Kansas
City Commodity Office, upon receipt of
invoices or other documents to support
such costs. For amounts expended in
excess of $500.00, reimbursement will be
made upon receipt of supporting
invoices or other documents
establishing the costs of repackaging
and showing the prior approval of the
USAID or Diplomatic Post to incur the
costs (unless approval waived, see
§ 211.7(e)(1) of this chapter).

(ii) Repackaging Required Because of
Damage Caused After Discharge of the
Cargo from the Ocean Carrier, Costs of
such repackaging will be reimbursed to
the agency or organization by CCC
(USDA-ASCS Finanéttl Management
Division, 14th & Independence Avenue,
Washington, D.C. 20250) upon receipt of
documentation as set forth in
§ 211.7(e)(2) of this chapter.

§211.8 Disposition of commodities unfit
for authorized use.

(a) Prior to delivery to cooperating
sponsor at discharge port or point of
entry. If the commodity is damaged prior
to delivery to the cooperating sponsor
{other than a voluntary agency or an
intergovernmental organization) at
discharge port or point of entry
overseas, the USAID or Diplomatic Post
shall immediately arrange for inspection
by a public health official or other
competent authority. If the commodity is
determined to be unfit for human
consumption, the USAID or Diplomatic
Post shall dispose of it in accordance
with the priority eet forth in paragraph
(b) of this action. Expenses incidental to
the handling 4ad disposition of the

damaged coiuucdity shall be paid by
USAID or the Dispolmatic Post from the
sales proceeds, from CCC Account No.
20 FT 401 or from special Title II, Pub. L.
480 Agricultural Commodity Account.
The net proceeds of sales shall be
deposited with the U.S, Disbursing
Officer American Embassy, for the
credit of CCC Account No. 20 FT 401.

(b) After delivery to cooperating
sponsor. 1i after arrival in a foreign
country it appears that the commodity,
or any part thereof, may be unfit for the
use authorized in the Food for Peace
Program Agreement, the cooperating
spongor shall immediately arrange for
inspection of the commodity by a public
health official or other coinpetent
authority approved by USAID or the
Diplomatic Post. If no competent local
authority is available, the USAID or
Diplomatic Post may determine whether
the commodities are unfit for human
consumption, and if so may direct
disposal in accordance with paragraphs
(b) (1) through (4) of this section. The
cooperating sponsor shall arrange for
the recovery for authorized use of that
part designated during the inspection 13
suitabie for program use. If, after
inspection, the commodity (or any part
thereof) is determinad to be unfit for
authorized vse the cooperating sponsor
shall notify USAID or the Diplomatic
Post of the circumstances pertaining to
the loss or damage as prescribed in
§ 211.9(f). With the concurrence of
USAID or the Diplomatic Post, the
commodity determined ‘o be unfit for
authorized use shall be disposed of in
the following order of priority:

(1) By transfer to an approved Food
for Peace Program for use as livestock
feed. AID/W shall be advised promptly
of any such transfer so that shipments
from the United States to the livestock
feeding program can be reduced by an
equivalent amount:

(2) Sale for the most appropriate use,
i.e., animal feed, fertilizer, or industrial
use, at the highest cbtainable price.
When the commodity is sold ali U.S.
Government markings shall be
obliterated:

(3) By donation to a governmental or
charitable organization for use as
am;imal feed or for other nonfood use:
an

(4) If the commodity is unfit for any
use or if disposal in accordance with
subparagraph (b) (1), (2), or (3) of this
section is not possible, the commodity
shall be destroyed under the
observation of a representative of
USAID or Diplomatic Post, if
practicable, in such manner a. to
prevent its use for any purpose,

Expenses Incidental to the handling and
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disposition of the damaged commodity
shall be paid by the cooperating spongor
unless il is determined by the USAID or
the Diplomatic Post that the damage
could not have been prevented by the
proper exercise of the cooperating
sponsor’'s responsibility under the terms
of the Food for Peace Program
Agreement Actual expenses incurred in
effecting any sale may be deducted from
the sales proceeds and the net proceeds
shall be deposited with the U.S.
Disbursing Officer, American Embassy,
with instructions to credit the deposil to
CCC Account No. 20 FT 401, The
cooperaling sponsor shall promptly
furnish USAID or the Diplomatic Post a
written report of all circumstances
relating to the loss and damage and
shall include in this report, or a
supplemental report, a certification by a
public health official or other competent
authority of the exact quantity of the
damaged commodity disposed of
becauge it was determined to be unfit
for human consumption,

$211.9 Llabillty for loss end damage or
impropar distribution of commcdities.

(a) Fault cooperating sponsor prior to
loading on ocean vessel. If & voluntary
agency or intergovernmental
organization books cargo for ocean
transportation and is uniable to have a
vessel at the U.S. port of export for
loading in accordance with the agreed
shipping schedule, the voluntary
agencies and intergovernmental
organizations shall inmediately notify
the USDA. The USDA will determine
whether the commodity shall be { «}
moved to another available outlet: (2)
itored st the port for delivery to the
voluntary agencies or intergovernmenta!
organization until a vessel is available
for loading: or (3) disposed of as the
USDA may deem proper. When
additional expenses are incurred by
CCC as a result of a failure of the )
voluntary agency or intergovernmental
organization, or their agent; (4) to meet
the agreed shipping schedule, or (5) to
make necessary arrangements to accept
commodities at the points of delivery
designated by CCC, and it is determined
by CCC that the expenses were incurred
because of the fault or negligence of the
voluntary agency or intergovernmental
organization, or their agents, the
voluntary agency or intergovernmental
organizaiion shall reimburse CCC for
such expenses or take such action as
directed by CCC,

(b) Fault of others prior to loading on
ocean vessel. Upon the happening of
any event creating any rights against a
warehouseman, carrier, or other person
for the loss of or damage to a

cr dity oceurring between the time
titie is transferred to a voluntary agency
or intergovernmental organization and
the time the commodity is loaded on
board vessel at designated port of
export, the voluntary agencies or
intergovernmental organizations shall
immediately notify CCC and promptly
assign to CCC any rights to claims
which may accrue to them as a result of
such loss or damage and shall promptly
forward to CCC all documents
pertaining thereto. CCC shall have the
right to initiate and prosecute, and
retain the proceeds of all claims for such
loss or damage.

(c) Ocean carrier loss and damage—
(1) Survey and outturn resorts. {i)
Cooperating sponsors shall arrange for
an independent cargo surveynr to attend
the discharge of the cargo and to count
or weigh the cargo and examine its
condition, utless USAID or the
Diplomatic Post determines that such
examination is not feasible, or if CCC
has made other provisions for such
examinations and reports. The surveyor
shall prepare a report of his findings
showing the quantity and condition of
the commodities discharged. The report
shall also show the probable cause of
any damage noted, and set forth the
time and place when the examination
was made. If practicable, the
examination of the cargo shall be
conducted jointly by the surveyor, the
consignee, and the ocean carrier, and
the survey report shall be signed by all
parties. Customs receipts, port authority
reports, shortlanding certificates, cargo
boat notes, stevedore's tallies, etc.,
where applicable, shall be obtained and
furnished with the ceport of the
surveyor. The cooperating sponsor shall
obtain a certification by public health
official or similar compatent authority as
to |a) the condition of the commodity in
any case where a damaged commodity
appears to be unfit for its intended use:
and (b) a certificate of disposition in the
event the commodity is determined to be
unfit for its intended use. Such
certificates shall be obtained as soon as
possible after discharge of the cargo. In
any case where the cooperating sponsor
can provide a narrative chronology or
other commentary to assist in the
adjudication of ocean transportation
claims, such information should be
forwarded. Cooperating sponsors shall
prepare such a statement in any cese
where the logs is estimated to be in
excess of $5,000.007 All documentation
shall be in English or supported by an
English translation and shall be
ferwarded as set forth in paragraph
(c)(1) (iii) and (iv) of this section. The
cooperating sponsor may, at his option,

also engage the independent surveyor to
supervise clearance and delivery of the
cerao from customs or port areas to the
Gouperaling sponsor or its agent and to
issue delivery survey reports thereon.

(ii) In the event of cargo loss and
damage, the ccoperating sponsor shul
provide the names and addresses of
individuals who were present at the
time of discharge and during survey and
can verify the quantity lost or damaged.
In the case of bulk grain shipments, the
cooperating sponsor shall obtain the
services of an independent surveyor to
(¢) observe the discharge of the cargo,
(&) report on discharging techniques and
furnish information as to whether cargo
was carefully discharged in accordance
with the customs of the port, (c) estimate
the quantity of cargo, if any, loss during
discharge through carrier negligence, (d)
advise quality of sweepings, (e) obtain
copies of pcrt and/or vessel records, if
possible, showing quantity discharged,
(/) provide immediate notificiation to
cooperating sponsor if additional
services are necessary to protect cargo
interests or if surveyor has reason to
believe that the correct quantity was not
discharged. The cooperaling sponsor, in
the case of damage to bulk grain
shipmenis, shall obtain and provide the
same documentation regarding quality
of cargo as set forth in § 211.8(a) of this
chapter and paragraph (¢)(1)(i) of this
section. in the case of shipments
arriving in container vans, cooperating
sponsors shall require the independent
surveyor o list the container van
numbers and sea' numbers shown on
the container vans, and indicate
whether the seals were intact at the time
the container vans were opened, and
whether the container vans were in any
way damaged.

(iii) Cooperating Sponsors shall send
copies of all reports and documents
pertaining to the discharge of
commodities to USDA.

(iv) CCC will reimburse the voluntary
agencies and intergovernmental
organizations for the costs incurred by
them in obtaining the services of an
independent surveyor to conduct
examinations of the cargo and render
the report set forth above.
Reimbursement will be made when the
surveyor's invoice or other documents
that establish the survey cost are
furnished to CCC. However, CCC will
not reimburge voluntary agencies or
intergovernmental organizations for the
costs of only a delivery survey, in the
absence of a discharge survey, or fo.'
any other survey not taken
contemporaneously with the discharge
of the vessel, unless such deviation from
the documentation requirements of
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§ 211.9(c)(1) is justified to the
satisfaction of CCC,

(2) Claims against ocean carriers. (i)
Irrespective of transfer of title to the
commodities, CCC shall have the right
to initiete and prosecute, and retain the
proceeds of, all claims against ocean
carriers for cargo loss and damage or
cargos for which CCC coniracts for
ocean lransportation,

(ii){a) Unless otherwise provided in
the Food for Peace Program Agreement
or other program document, voluntary
agencies and intergovernmental
organizations shall file notice of any
cargo loss and damage with the carrier
immediately upon discovery of any such
loss and damage and shall promptly
initiate claims against the ocean carriers
tor cargo loss and damage, and shall
take all necessary action to obain
restitution for losses within any
applicable periods of limitations and
shall transmit to CCC copies of all such
claims. However, the voluntary agencies
or intergovernmental organizations need
not file a claim when the cargo loss is
not in excess of $25, or in any case when
the loss is in excess of $25, but not in
excess of $100 and it is determined by
the voluntary agencies or
intergovernmental organizations that the
cost of filing and cullecting the claim
will exceed the amount of the claim. The
voluntary agencies and
intergovernmental organizations shall
transmit to CCC copies of all claims
filed with the ocean carriers for cargo
logs and damage, as well as information
and/or documentation on shipments
when no claim is to be filed. When
General Average has been declared,
action will be taken by the voluntary
agencies of intergovernmental
organizations to file or collect claims for
lcs or damage to commodities, (See
paragraph (c)(2)(iii) of tnis section.)

(b) Determination of value. When
payment is made for commodities
misused, lost or damaged, the value
shall be determined on the basis of the
domestic market price at the time and
place the misuse, loss or damage
occurred, or, in case it is not feasible to
‘obtain or determine such market price,
the f.o.b. or f.a.s. commercial export
price, of the commodity at the time and
place of export, plus ocean freight
charges and other costs incurred by the
Government of the United States in
making delivery to the cooperating
sponsor. When the value is determined
on a cost basis, the voluntary agencies
or intergovernmental organizations may
add to the value any provable costs they
have incurred prior to delivery by the
oceaa carrier. In preparing the claim
statement, these costs shall be clearly

segregated from costs incurred by the
Government of the United States. With
respect to claims other than ocean
carrier loss ¢ .Jd/or damage claims, at
the request of the cooperating sponsor
end/or upon the recommendation of the
USAID or diplomatic Post, AID W may
determine that such value may be
determined on some other justifiable
basis. When replacements are made, the
value of commodities misused, lost or
damaged, shall be their value at the time
and place the misuse. loss, or damage
occurred and the value of the
replacement commodities shall be their
value at the time and place replacement
is made.

(c) Amounts collected by voluntary
agencies and intergovernmental
organizations on claims against ocean
carriers not in excess of $100 may be
retained by the voluntary agencies or
intergovernmental organizalions.

On claims involving loss or damage
having a value in excess of $100 the
voluntary agencies or intergovernmental
organizations may retain from
collections received by them, the lirger
of (1) the amount of $100 plus 10 percent
of the difference between $100 and the
total amount collected on the claim, up
to a maximum of $350, or (2) actual
administrative expenses incurred in
collection the claim; provided retention
of such expenses is approved by CCC.
Collection costs shall not be deemed to
include attorneys fees, fees of collection
agencies, and the like. In no event will
collection costs in excess of the amount
collected on the claim be paid by CCC.
The voluntary agencies or
intergovernmental organizations may
also retain from claim recoveries
remaining after allowable deductions for
administrative expenses of collection,
the amount of any special charges, such
as handling, packing, and insurance
costs, which the voluntary agency or
Intergovernmental organizatic. has
incurred on the lost or damaged
commodity and which are included in
the claim and paid by the liable party.

(d) The voluntary agencies and
intergovernmental organizations may
redetermine claims on the basis of
additional documentation or
information, not considered when the
claims were originally filed when such
documentation or information clearly
changes the ocean carriers liability.
Approval of such changes by CCC is not
required regardless of amount. However
copies of redetermined claims and
supporting documentation or
information shall be furnished to CCC,

(e) Voluntary agencies of
intergovernmental organizations may
negotiate compromise settlements of

claims regardless of the amount thereof,
except that proposed compromise
settlements of claims having a value in
excess of $5,000 shall not be accepted
until such action has been approved in
writing, by CCC. When a claim is
compromised, the voluntary agency or
intergovernmental organization may
retain from the amount callected, the
amounts authorized in (c)(2)(ii)(c) of this
section and in addition, an amount
representing the percentage of the
special charges described in (c)(2)(ii)(c)
of this section as the compromised
amount is to the full amount of the
claim. When a claim is not in excess of
$600, the voluntary agencies or
intergovernmental organizations may
terminate collection activity on the
claim according to the standards set
forth in 4 CFR 104.3 (1972). Approval of
such termination by CCC is not required
but the volurtary agencies or
intergovernmental organizations shall
notify CCC when collection activity on a
claim is terminated.

() All amounts collected in excess of
the amounts authorized herein to be
retained shall be remitted to CCC, For
the purpose of determining the amount
to be retained by the voluntary agencies
or intergovernmental organizations from
the proceeds of claims filed against
ocean carriers, the word "claim" shall
refer to the loss and damage to
commodities which are-shipped on the
same voyage of the same vessel to the
same port destination, irrespective of
the kinds of commodities shipped or the
number of different bills of lading issued
by the carrier. If a voluntary agency or
intergovernmental organization is
unable to eftect collection of a claim or
negotiate an acceptatle compromise
settlement within the applicable period
of limitation or any extension thereof
granted in writing by the liable party or
parties, the rights of the voluntary
agencies or intergovernmental
organizations to the claim shall be
assigned ta.CCC in sufficient time to
permit the filing of legal action prior to
the expiration of the period of limitation
or any extension thereof. Voluntary
agencies or intergovernmental
organizations shall promptly assign their
claim rights to CCC upon request. In the
event CCC effects collection or other
settlement of the claim after the rights of
the voluntary agency or
intergovernmental organization to the
claim have been assigned to CCC, CCC
shall, except as shown below, pay to the
voluntary agency or intergovernmental
organization the amount the agency or
organization would have beer g-titled
to retain had they collected th same
amount. However, the additional 10
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percent on amounts collected in excess
of $100 will be payable only if CCC
determines that reasonable efforts were
made to collect the claim prior to the
assignment, or if payment is deemed to
be commensurate with the extra efforts
exerted in further documenting claims.
Further, if CCC determines that the
documentation requirements of
§ 211.9(c)(1) have not been fulfilled and
the lack of such documentation has not
been justified to the saticlaction of CCC,
CCC reserves the right to deny payment
of all allowances to the voluntary
agency,

() When voluntary agencies or
intergovernmental organizations fail to
file claims, or permit claims to become
time-barred, or fail to provide for the
right of CCC to assert such claims, ag
provided in this § 211.9 and it is
determined by CC? that such failure
wasg due to the fault or negligence of the
voluntary agency or intergovernmental
organization, the agency or organization
shall be liable to the United States for
the cost and freight (C&F) value of the
commodities lost to the program,

(iif) If v cargo loss has been incurred
cn a voluntary agency or
intergovernmental organization
shipment, and general average has been
declared, the voluntary agency or
intergovernmental organization shall
furnish to the Chief Claims and

Collections Division, Kansas City ASCS .

Commodity Oliice, P.O. Box 8377,
Shawiiee Mission, Xansas, ZIP 68208,
with a dup'icate copy to AID/W-PDC/
FFP/POD, (a) copies of booking
confirmations and the applicable on-
board bill(s) of lading, (1] the related
outturn or survey repott(s), (c) evidence
showing the amount of ocean
transportation cliarges pald to the
carrier{s), and (d) an assignment to CCC
of the cooperating sponsor's rights to the
claim(s) for auch loss.

(d) Fault of cooperating sponsor in
country of distribution. If the
cooperaling sponsor improperly
distributes a commodity or knowingly
permits it to be used for a purpose not
permitted under the Food for Peace
Program Agreement o1 this part, or
causes loss or damage to a commodity
through any act or omission or fails to
provide proper storage, care, and
handling, the cooperating sponsor shall
pay to the United States the value of the
commodities lost, damaged, or misused
(or may, with prier USAID approval,
replace such commodities with similar
commoditiee of equal value), unless it is
determined by AID that such improper
distribution or use, or such loss or
damage, could not have been prevented
by proper exercise of the cooperating

spongor's responsibility under the terms
of the agreement. Normal commercial
practices in the country of distribution
shall be considered in determining that
there wag a proper exercise of the
cooperating sponsor's responsibility,
Payment by the cooperating sponsor
shall be made in accordance with
paragraph (b) of this section.

(e) Fault of others in country of
distribution and in interniediate
country. (1) In addition to survey and/or
outturn reports to determine ocean
carrier loss and damage, the cooperating
sponsor shall, in the case of land-locked
countries, arrange for an independent
survey at the point of entry into the
country and to make a report as set
forth in § 211.9(c)(1). CCC will reimburse
the cooperating sponsor for the costs of
survey as set forth in § 211.9(c)(1)(iv).

(2) Upon the happening of any event
creating any rights against a
warehouseman, carrier or other person
for the loss of, damage to, or misuse of
any commodily, the cooperating sponsor
shall make every reasonable effort to
pursue collection of claims against the
liable party or parties for the value of
the commodity lost, damaged, or
misused and furnish a copy of the claim
and related documents to USAID or
Diplomatic Post. Cooperating sponsors
who fail to file or pursue such claims
shall be liable to AID for the value of
the commodities lost, damaged, or
misused: Provided, however, That the
cooperating sponsor may elect not to file
a claim if the loss is less than $300 and
such action is not detrimental to the
program. Cooperating sponsors may
retain $100 of any amount collected on a
claim, In addition, cooperating sponsors
may, with the written approval of the
USAID or Diplomatic Post, retain
special costs such as legal fees that they
have incurred in the collection of a
claim. Any proposed settlement for less
than the full amount of the claim must
be approved by the USAID or
Diplomatic Post prior to acceptance.
When the cooperating sponsor has
exhausted all reasonable attempts to
collect a claim, it shall request the
USAID or Diplomatic Post to provide
further instructions.

(f) Reporting losses to IJSAID or
Diplomatic Post. The cooperating
sponsor shall premptly notify USAID or
the Diplomatic Post in writing of the
circumstances pertaining to any loss,
damage, or misuse occurring within the
country of distribution or intermediate
country and shall include information as
to the name of the responsible party;
kind and quantities of commodities; size,
and type of containers; the time and
place of misuse, loss, or damage; the

current location of the commodity; and
the Food for Peace Program Agreement
number, the CCC contract numbers, if
known, or if unknown, other identifying
numbers printed on the commodity
containers; the aclion taken by the
cooperaling sponsor with respect to
recovery or disposal; and the estimated
value of the commaodity. If any of the
above information is not available, an
explanation of its unavailability shall be
made by the cooperating sponsor.
Preceeds from sale and the disposition
of the proceeds if any, should also be
reported,

(g) Handling claims proceeds. Claims
against ocean carriers shall be collected
in U.S. dollars (or in currency in which
freight is paid, or a pro rata share of
each}and shall be remitted (less
amounts authorized to be retained) by
voluntary agencies and
intergovernmental organizations to
CCC. Claims against voluntary agencies
and intergovernmental organizations
shall be paid to CCC or AID/W in U.S,
dollars. Amounts paid by other
cooperaling sponsors and third parties
in the country of distribution shall be
deposited with the U.S. Disbursing
Officer, American Embassy, preferably,
in U.S, dollars with instructions to credit
the deposit to CCC Account No.
12X4336, or in local currency at the
official exchange rate applicable to
dollar imports at the time of deposit
with instructions to credit the deposit to
Treasury sales account 20FT401.

(h) General average. CCC shall (1) be
responsible for settling general average
and marine salvage claims, (2) retain the
authority to make or authorize any
disposition of commodities which have
not commenced ucean transit or of
which the ocean transit is interrupted,
and receive and retain any monetary
proceeds resulting from such
disposition, (3) in the event of a
declaration of general average, initiate
and prosecute, and retain all proceeds
of, cargo less and damage claims
against ocean carriers and (4) receive
and retain any allowance in general
average. CCC will pay any general
average or marine salvage claims
determined to be due.

§211.10 Records and reporting
requirements of cooperating sponsor.

(a) Records. Cooperating sponsors
shall maintain records and documents in
a manner which will accurately reflect
all transactions pertaining to the receipt,
storage, distribution, sale and inspection
of commodities. This shall include a
periodic summary report and records of
receipt and disbursement of any funds
accruing from the operation of the
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program. Such records shall be retained
for a period of 3 years from the close of
the U.S. fiscal year to which tkey
pertain.

(b) Reports. Cooperating sponsors
shall submit reports to the USAID or
Diplomatic Post, at such times end on
such forms as prescribed by AID. The
following is a list of the principal typea
of reports that are to be submitied:

(1) Pericdic summary reports showing
receipt, distribution, and inventory of
commodities and proposed schedules of
shipments or call forwards,

(2) In the case of Title I sales
agreements under section 208 of the Act,
the foreign government is directly
responsible for reporting on programs
involving the use of funds for purposes
specified in the agreement.

(3) Reports relating to progress and
problems in the impleraentetion and
operation of the program, and inspection
reports, as may be required from time to
time by AID/W, or as may be agreed
upon between the USAID or Diplomatic
Post and the cooperating sponsor and
approved by AID/W.,

[4) Reports of all comprehensive
internal reviews prepared in accordance
with § 211.5(c) shall be submitted to the
USAID or Diplomatic Post for review as
soon as compieted and in sufficient
detail to enable the USAID or
Diplomatic Post to assess and to make
recommendations as to the ability of the
cooperating sponsors to effectively plan,
manage, control and evaluate the Food
for Peace programs under their
administration.

(5) Emergency programs. At the time
that an emergency program under Pub.
L. 480, Title II is initiated, either on &
government-to-government basis or
through an intergovernmental
organization or a voluntary agency, tha
Misgion should (i) make a determination
regarding the ability of the cooperating
sponsor to perform the record-keeping
required by § 211.10, and (ii) in those
instances in which those specific record-
keeping requirements cannot be
followed, due to emergency
circumstances, specify exactly which
essential information will be recorded in
order to account fully for Title I1
commodities.

(c) Inspection and audil. Cooperating
sponsors shall cooperate with and give
reasonable assistance to U.S,
Covernment representatives to enable
them at any reasonable time to examine
activities of the cooperating sponsors,
processors, or othere, pertaining to the
receipt, distribution, processing,
repackaging, and use of commodities by
recipients; to inspect commodities in
storagw, or the facilities used in the

handling or storage of commodities; to
inspect and audit records, including
financial records and reports pertaining
lo storage, transportation, processing,
repackaging, distribution and use of
commodities; the deposit of and use of
any Title II generated local currencies;
to review the overall effectiveness of the
program as it relates to the objectives
set forth in the Food for Prace Program
Agreement; and to examine or audit the
procedure and methods used in carrying
out the requirements of this Part.
Inspections and audits of Title 11
emergency programs will take into
account the circumstances under which
such programs are carried out.

§211.11 Termination of program.

All or any part of the assiatance
provided under the program, including
commodities in transit, may be
terminated by AID at its discretion if the
cooperating sponsor fails to curaply with
the provisions of the Food for Peace
Program Agreement, this part, or if it is
determined by AID that the continuation
of such assistance is no longer
necessary or desirable. Under such
circumstances title to commodities
which have been transferred to the
cooperating sponsor shall at the written
request of USAID, the Diplomatic Post,
or AID/W, be retransferred to the U.S.
Government by the cooperating sponsor.
Any excess commodities on hand at the
time the program is terminated shall be
disposed of in accordance with
§ 211.5(1). If it is determined that any
commodity to be supplied under the
Food for Peace Program Agreement is no
longer available for Food for Peace
Programs, auch authorization shall
terminate with respect to any
commodities which, as of the date of
such determination have not been
delivered f.o.b. or f.a.s, vessel, provided
every effort will be made to give
adequate advance notice to protect
cooperating sponsors against
unnecessarily booking vessels,

§211.12 Walver and amendment
authority.

AID may waive, withdraw, or amend,
at any time, any or all of the provisions
of this Part 211 if such provision is not
statutory and if AID determines it {s in
the best interest of the U.S. Government
todo so. Any cooperating sponsor
which has failed to comply with the
provisions of this part or any
instructions or procedures issued in
connection herewith, or any agreements
entered into pursuant hereto may at the
discretion of AID be suspended or
disqualified from further participation in
any distribution program. Reinstatement

may be made at the option of AID.
Disqualification shall not prevent AID
from taking other action through other
available means when considered
necessary.

Dated: May 31, 1979.
Robert H. Noaoter,
Acting Administrator.

[FR Doc. 79-18317 Filed 6-12-7% 8:45 am|
BILUING CODE 4710-02-M
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IN REE TR AND INDIN DU OUNTRY TITLE 1| PROGRAH
GUICLINE CRBLES 0P L AST YL AR THE PERUFES S REPORT O[5 4
SELF-EVALUATION Er THE CDLPERATING <enniCRs OF WL PRST
YEAR G ACHIEYIHELTS THES ANMLAL FROLEELS RERDRI LhoiuLw
SERVE AR5 & HELFIUL WOERING DOCUSENT FOR EOTH THE

CORPIRATING 3PONLIRS AND MISTICNG (N REVIEw iy PROGRAF
OPERETIONS w3 CUMPRAED Vile THE GUALS ~d0 CRJECTIVES
CONTAINED TN THE MULTIYEAR OPERATIONAL PLAN  FOR WSt
PROGEAMS WITHOUT A HULTIfEAR OPERWTIOMAL PROGRAH PLAN,
SUCH A5 CRE/PHILIPPINES, THIS I3 AN OPPORTUNITY TO
DEVELOP A MURE SUBSTANTIAL PLAN BASED ON PROGRES3 REPCRI!
FINDINGT AND FOR THOSE VITH &N APPROVED mYOP I IS AN
OPPORTUNITY TO REVISE OR UPDATL |IT1.

3, PROGRESS REPCHIING THE PROGEESS REFORT SHOULD
PROVIDE AN GVEAVIEW OF FAOGRAH RESULTS OVER THE PAST 1)
HONTRS, SUMPARIZING IN SPECIFIC TERMS HOM 10E PROGRAM 13
PROGRESS ING ANG MAETHER T 12 ACHIEVING ITS OEJECTIVES
AND ETNTHHARAS AZ PLANNMED, IF THE HYOP VAS MELL
CORCEINED AND  IF THE CATA COLLECSTION MECHANISES HAVE
BECH ih5TRLLED ALD 4RE CPERATING, IT Ss=0ULD BE EASY TO
REFOFT WHAT OBJCCTIVES RND BENCHHELRKS nAVE BEEM
ACHIEVJED. OF SPECIAL IFPORTANCE THIS YEAR |5 AN
ASZECSHENT OF ITME RJECURCY OF GOALS AND CUANTIFIABLE
DBJLTIIJES AND BENCHHARAS SPECIFIED IN MYOPS AND HOW
WELL DATA CCLLECTION SYSTERS ARE FUNZTIOMING, ALL
REFOFTS SHOULD INCLUDE FOR EACH CCOPERATING SPONSOR
PROJEC]

A, TTATEMENT OF PROGRAM/PROJECT CBJECTIVES AS INDIGATED
IN THE HULTIYEAR OPERATIONAL PROGRAH PLAN,

B, STATERENT 0F BENCHHARKS FCR PFOJECT FLCRFORMANCL FOR
THIS YEAR

L. OISCUSSION OF PROJECT FROGRESS AND ACHIEVEMENTS

COMPARED 10 STATED OBJECTIVES AND BENCHKHARKS.
SPECIFIZALLY INDICATE WHAT DATA HAVE EEEN USED TO
SUPPCRT YCUR CONCLUSICHS AND HOW THIS INFORHMATION WAS
COLLECTED,

DISCUSSION SHOULD INCLUOE THE FOLLOWING ISSUES:

(1} CEVELCPMENT (MPACT: INDICATE WHAT IMPACT THE PROJECT
IS HAVING OK RELEVANT IKDICATORS SUCH AS NUTRITION,
CHILD SURVIVAL, EMPLOYHENT OR SCHOOL ATTENDANCE,

2] COVERAGE OF TARGET FOPULATION AND ASSESSHENT OF
TARGET ING STRATEGIES USED TO ACCOHMPLISH CBJECTIVES.

(3] ROLE AND ADEQUACY OF THE RATION FOR REACHING PROJECT
OBJECTIVES.

(4) ASSESSHENT OF EFFECTIVENESS OF PROGRAH
IHFLEMENTAT I ON.

(5! COMPLEMENTARY INPUTS FROM A.1.D, AND OTHER
SOURCES, ADEQUACY AND EFFECTIVENLSS OF
CONPLEHENTARY (NPUTS, |.E,, TRAINING, GROWTH
MONITORING, EDUCATION, HANPOVER FROM HOST
GOVERNMENT, DONORS, CODPERATIMG SPONSOR, FOR
REACHING PROJECT OBJECTIVES.

(6] TO WHAT EXTENT IS THE PROGRAM INTEGRATED WITH USAID,
HOST COUNTRY, OTHER COOFERATING SPONSORS PROGRANS?

(70 LOGISTICS OPERATION: IDENTIFY ANY PARTICUL AR
PROBLEMS CONCERNING THE TIMELINESS OF FOOD ARRIVALS
TO COUNTRY, INTERNAL TRANSPOATATICN, STORAGE, ANO/OR
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DISTRIBUTION HECHANIERS OR STRATEGIES UZED, FOR
EXAMPLE, CURING THE RAINY SERSON
.
(81 COST CONSIDERATICNS: PLEASE INDICATE IF PROGRAM
- COSTS HAVE INCREATED OR DECREASED DURING THE PAST

|
. DISTRIEUTION DESCRIEE ANY SPECIAL FOOD

YEAR'S ACCOMPL ISHHMENT AND CONSTARAINIS? FLEASE
SPECIFY ANY FUTUKE PHASEDOMM/OUT PLANS AND &MY
CHANGES IN CURRENT FHASEOOWN STRATFGIES,

i, ALL REPORTS ANE T0 EE SENT 10 FVA/FFP/ANE NO LATER
THAN HAY 15 THEY WILL SERVE A5 &N |MPORTAMT PART

OF THE WASHINGTON REVIEW PROCESS FOR ALL TITLE 1)
RECUESTS. T WILL ALZO BE THE BRSIS OF CUR
DISCUSSIONS WITH THE BCC TiTLE 11 WCRKING GROUP,

GIVEN THE TIGHT TITLE || BUDGET. SITUATION IN Y 89
AND THE CLOSER DCC SCRUTINY CF PROGRAM CONTENT AND
RESULTS, THE PROGRESS REPORT 15 RN INCREASINGLY
CRITICAL COCUMENT IN RESOURCE ALLOCATION DECISIONS

YEAR, HOW HAVE INCKEASED COSTS EEEN COVERCDY |F
fOU HONITIZED FOOD DURING THE PAST YEAR, |NDICATE
" HOW THE FOOD WAS SOLD, THE PRICE RECEIVED FOR THE
; COMHODITIES, AND HOW THE LOCEL CURRENCIES WERE
USED, ALSO DISCUSS ENY APPHOVED USES CF RECIPILNT
’ CONTRIBUTIONS AND ENPTY CONTAINER FUNDS
8 D, INDICATE PROGRESS ON FOLLOWUP TO RECOMMENMDATIONS OF
RECENT (LAST 1 YEARS) EVALUATIONS
E.  DISCUSSION OF CONITRAINTS TO ACHIEVING PROJECT
QBJECTIVES END THIS YEAR' S BEHCHMARES.
F. DESCRIPTION OF STRATEGIES USED OR FLANHED FCR
¥ OVERCOMING CONSTRAINTE.
G, DESCRIPTION OF ANY HODIF ICATIONS MEECED In PROJECT
DESIGN AND/OR IMPLEMENTATION., 00 OEJECTIVES OR
5. FYA/FFP/ANE REQUESTS THAT MISSIONS REVIEN THE AMNUAL
PROGRESS FEFORT WITH THE COOFERATING SFONSOR AND
SEND THEIF COMMEKTS TO FVA/FFP/ANL K5 AN ADDENDUM TO
THE REPDR! 03 (N CABLE FORM KO LATER THAK HAY 15,

BENCHHARKS WEIED 10 BE REVISED, CONSIDERING THIS
1348, SHUL T2
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Background Paper and Guide to Addressing Bellmon Amendment
Concerns on Potential Food Aid Disincentives
and Adequacy of Storage Facilities

I summary

This paper provides a background discussion of the potential
disincentive effects of food aid on the recipient country's
domestic production and marketing. It also presents guidelines
to strengthen Country Team analyses supporting the "Bellmon
betermination" made by the Secretary of Aariculture. This
determination must conclude that, at the time of export of

PL 480 commodities, local facilities will be adequate to store
the commodities and no substantial disincentive to domestic
production and marketing will result. The determination is
required for all food aid programs - Titles I, II and III.

The pirpose of this paper is to insure that there is sufficient
information for the Secretary of Agriculture to make a
"Bellmon" determination. 1It's anticipated that substantial
disincentive issues will be found in only a few countries.
Thus, for most countries, analyses should include only enough
information and data to show that substantial disincentives
aren't likely to occur. As many missions already submit
sufficient analyses, little if any additional analysis beyond
what 1is now being done will be required.

Present Bellmon reporting procedures will continue. However,
Missions requesting PL 480 programs will also report annually
in their "Action Plan" submissions if the volume of food aid or
any other factors lead the Country Team to suspect the
possibility of substantial disincentive effects attributable to
food aid. If disincentive effects are suspected, the Country
Team should indicate that a detailed analysis will be completed
prior to the fiscal year the commodities will be shipped. This
will allow time to complete the analysis and identify
appropriate self-help measures or other corrective actions
without unduly delaying PL 480 negotiations.

[f a country has been identified as needing more detailed
analysis because of possible disincentive issues, Country Teams
are encouraged to undertake the analysis in conjunction with
the CDSS/CDSS Update preparation when possible. If PL 480
negotiations are to be used to encourage policy changes, these
should be fully discussed in the CDSS/CDSS Update.

The paper is organized as follows: Research findings are first
discussed which indicate the conditions characteristic of
disincentive situations. Next, the paper outlines analytical
requirements and describes the information to be included in
the analysis. Ways are then suggested for designing food aid
programs to produce "incentive effects" and minimize
disincentive effects on local agricultural production and
marketing. The paper concludes with a listing of specific
criteria for judging the adequacy of storage and handling
facilities,t




The analysis required depends upon the relative share of PL 480
food aid to total staple food consumption. As the proportion
rises, the potential for possible disincentive effects rises
and the level of analysis should increase. Where the
proportion approaches 10 percent or more over the past five
years, a thorough examination may be required. Statements in
the annual Action Plan regarding the disincentive question
should include reference to this percentage.

It's recognized that other variables in addition to the volume
of food aid bear on whether PL 480 food aid will have a
positive or negative impact on local agricultural production.
Such variables might include the extent to which food
consumption is commercialized, the timeliness of food aid (and
commercial import) arrivals, the price elasticities of demand
and supply, the ability of low income households to acquire
food, and the degree of substitution among different food
commodities, Thus, there may be situations where even though
the PL 480 food aid is minor, disincentive effects may still
oceur. In such cases, more detailed analysis is encouraged.

[n addition to strengthening the Bellmon Determination, the
analysis should be useful in preparing the Mission's country
development strategy, assessing the host country's agriculture
sector, developing a policy dialogue, defining self-help
measures and identifying local currency uses. The increasing
integration of food aid with non-food aid broadens the
relevance and importance of the analysis, especially for those
country programs where increased food and agricultural
production are primary objectives.

[T. Background

since the carly 1960's, considerable controversy has arisen
over the potential disincentive effects of food aid on local
agricultural production and marketing. Congressional concern
about disincentives resulted in the 1977 Bellmon Amendment,
Section 401(b), to Public Law 480. Congress' special concern
over the adequacy of food storage and handling facilities in PL
4800 recipient countries was also addressed in this amendment.

Section 401(b) of PL 480 requires that before PL 480 food aid
can be supplied, the Secretary of Agriculture must determine

Ehat :

L)

adequate storage facilities are available in the
recipient country at the time of exportation of the
commodity to prevent the spoilage or waste of the
commodity, and

the distribution of the commodities in the recipient
country will not result in a substantial disincentive to
or interference with domestic production or marketing in
Lhat country.




Posts have complied with the amendment by submitting
data, analyses and findings based on examinations of
these concerns prior to PL 480 food shipments.

Although the Bellmon Determination has been a feature of food
aid programming since 1977, analyses supporting the Bellmon
Determinations have varied in quality and content. This

3 guidance responds to the need for specific criteria to judge
potential disincentive effects and the adequacy of storage
facilities. 1t is also consistent with the USG's priority for
increasing the developmental impact of PL 480.2/

[II. The Disincentive Issue

Critics concerned over the potential disincentive effects of
food aid argue that the increase in food supplies provided by
food aid:

1) depresses prices received by host country farmers, and
) causes inadequate host government agricultural policies.

Togebher these lead Lo decreases in food production from what
obtherwise would have occurred.

In addition to this basic argument, critics charge that food
aid may cause a change in eating habits that creates a
permanent dependency on food imports. This occurs by shifting
demand from domestic Lo imported foods which can't be
competitively produced at home.

Lastly, critics are concerned that food aid may act as a
disincentive when it fails to reach those most in need. 1It's
pointed out that low income groups spend a high proportion of
any incremental income or other resource transfer on food.
Therefore, when food aid is targeted to these groups, its
potential price depressing effect is offset by the demand of
the poor for food. 1If, instead, the food ends up in the hands
of more well-to-do consumers, the freed income is usually spent
on non-food consumption. In this case, critics argue that a
disincentive effect results because additional demand for food
is not created to offset the potential price depressing effect
of the additional food supply.

A review of the development literature suggests that food aid
has had far less disincentive effects upon food production than
crities claim.3/ On the price disincentive issue, empirical
studies show that in a number of countries, including some of
the larger recipients in the 1960s, food aid either had no
disincentive effect or the disincentive effect was offset by
incentive effects on other crops. In some cases, the food aid
was only partly additional to normal commercial levels,i/ and
the effect on market prices for locally produced grain was not
significant. In other cases, the potential disincentive effect




was offset by policy interventions which created additional
demand for food among lnw-income groups ol supported incentive
prices for producers with sales proceeds of the food aid,5/

The literature does not reflect a consistent, rigorous
definition of whaht constitutes an adverse "policy effect"
attributed to food aid. Broadly defined, this effect occurs
when food aid encourages or enapbles the recipient government to
neglect agricultural production and investment. More
specifically, this neglect is often reflected ' in the relatively
low share of government investment going to agriculture. In
other cases, the effect is the lack of thoughtful sector
planning and programming, inefficient regulation of grain
marketing, insufficient technical assistance to producers, an
unwillingness to permit secure land tenure, or failure to shift
the terms of trade in favor of agriculture when unfavorable and
inappropriate terms exist.

Studies find that while food aid has at times been associated
with inappropriate policies, it is not a cause of them.$/
Rather, a government's decision not to support food and
adgricultural development is primarily affected by political and
cconomic factors that are more influential than the
availability of food aid (e.g., national security, comparative
advantage and national development philosophy).

The causal link is similarly not clear as regards the effects
of food aid on taste preference changes. Such changes are
found in countries which have not been significant recipients
of food aid; e.g., the Ivory Coast and Nigeria. Many of the
changes are due to urbanization and gradual mcdernization,
changes 1n tLhe relative terms of trade between basic food
commodities, and the association of traditional foods with a
low level or "obsolete" lifestyle. Such taste changes often
began with the higher income groups which did not directly
benefit from food aid. Finally, displacement of local
production may not be harmful if the freed local resources are
used more advantageously in alternative production that
promotes growth, employment, and a more equitable income
distribution..’t

Attempts to assess the effectiveness of targeted food aid
programs have focussed mainly on their nutritional impact.
Little attention has been given to measuring the extent to
which they increase the demand for local foods through indirect
income effects.8/ However, in recent years, there has been a
considerable increase in research to assess how low-income
households adjust food acquisition to changes in household
incomes and pric&a.g These studies show large variations in
Lhe marginal propensity to consume calories. Some show that
the proportion of additional income spent on more calories is
hioh. Others show that in addition to expanding calorie
consumption, a considerable portion of additional income is
spent on updrading the diet; that is, substituting toward more
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expensive calories or to protein. Generally, additional income
15 spent on more cereals for groups where calorie intake is
seriously substandard. For low-income groups whose basic food
needs are being met, the additional income is more likely to be
spent on upgrading the diet .10/

Thus, the available evidence suggests that the disincentive
effect linked to food aid has occurred in relatively few
countries. However, the possibility for disincentive effects
always exists and sometimes they do occur. Greater assurance
against such occurences can be best achieved oy designing

PL 480 programs which minimize disincentive effects or offset
them with positive incentives.

[V. ‘Analytical Requirements

A. Submission of Analysis

Missions requesting PL 480 programs will report annually in
their "Action Plan" if the volume of food aid or any other
factors (see Section IV C) lead the Country Team to suspect the
possibility of substantial disincentive effects attributable to
food aid. These statements should include reference to the
average share of PL 480 food aid to total staple food ﬁ
consumption over the past five years. There is no need to

examine the country's storage and handling capability at this

time.

I[f disincentive effects are suspected, the Country Team should
indicate in the Action Plan that a detailed analysis will be
completed prior to the [iscal year the commodities will be
Shipped. This will allow time to complete the analysis and
identify appropriate self-help measures or other corrective
actions wibthout unduly delaying PL 480 negotiations.

[f a country has been identified as needing more detailed
analysis because of possible disincentive issues, Country Teams
are encouraged to undertake the analysis in conjunction with
the CLDSS/CDSS Update preparation when possible. This ~ould be
beneficial to both efforts by shedding light on important
aspects of agricultural sector policy. If PL 480 negotiations
are Lo be used to encourage policy changes, these should be
fully discussed in the CDSS/CDSS Update.

Present reporting procedures will continue whereby the analysis
regarding both the disincentives and storage and handling
considerations is submitted closer Lo shipment and arrival
dates. These procedures by program type are as follows:

—= Title I Programs: The analysis should be sent with the
Country Team's recommendations on the recipient country's
program request.




- Title III and Title II Section 206: the analysis will ke
included with the Project Paper (PP).

- Title II Programs: the analysis is submitted with the
call forward.

—— Emergency Programs: the analysis, which should be
tailored to the dimension of the particular program, will
be submitted with the post's emergency program request.
Emergency situations may not allov time to address the
disincentive question in depth, Therefore, even after
the request is approved, Country Teams are encouraged to
give further consideration as to whether immediate or
longer term disincentive effects are likely, and 1f so,
how they might be avoided.

Country Teams must complete a Bellmon determination analysis
before each PL 480 agréement, or amendment adding commodities,
is signed. In addition, the analysis for multi-year agreements
and amendments must be updated annually. Supporting data and
analysis (see Section IV D) should be sent as an annex to PPs
or as abtachments to Title I requests, Title II call forwards
and emergency requests.

B. Determination Recommendation

If a positive disincentive determination is recommended and
éppruved, it will continue to apply to the current fiscal
year. However, the analysis assessing the adequacy of storage
and port handling facilities must be updated for each purchase
authorization or periodic call forward issued under the

agreement.

The Secretary of Agriculture is responsible for making the
determination and has delegated the authority for reviewing the
supporting analysis and recommending the determination to the
General Sales Manager of the Exports Credit Program Area of
USDA-'s Foreign Agricultural Service. Comments and issues may
be rdaised through the interagency review process by other
members of the DCC Subcommittee on Food Aid (AID, State, OMB,
Treasury and Commerce) and presented to USDA for

consideration. On the basis of the Country Team's analysis and
the USDA/EC review, a recommendation for a formal determination
is made to the General Sales Manager. If the General Sales
Manager concurs in the findings, a standard reporting letter is
sent to Congress. The letter includes the General Sales
Manager's debtermination and indicates the basis of the
delbermination.

[f changed circumstances suggest the possibility of an
unfavorable dete-mination at any time after an agreement is
signed, the analysis should be updated and revised. Such
changed circumstances might include congested port conditions,
an unexpected drop 1in liocal prices due to a better than




forecast harvest, or the sudden imposition of unwarranted
government price controls.

If a negative determination is recommended because substantial
disincentive effects are likely to result, the program can't
proceed until appropriate actions are taken to preclude Lhese
effects from occurring, Similarly, if inadequate storage
facilities are the basis for a negative determination, the
storage problem must be addressed before food shipments can
begin.

If consultation with the recipient government doesn't fesult in
adequate corrective action, termination of PL 480 assistance
would be considered. 1If a purchase authorization (PA) has
already been signed, chipments under the PA will be honored.
However, before signing another PA or a new agreement,
satisfactory changes to eliminate or offset any storage or
disincentive effects must be negotiated.

Monitoring for possible disincentive effects after an agreement
15 signed is particularly important for the Title III and Title
[T, Section 206 programs. These programs can span several
years under one agreement. Country Teams should therefore
update the analysis each year in conjunction with the annual
program review.

C. Level of Analysis

The specific criteria outlined in Section V below provide a
fFramework for assessing the potential disincentive effects of
proposed food aid programs. A standard narrative report format
may be used with sections addressing ithe disincentive areas
outlined below. Alternatively, a question-answer format may be
used. In either case, narrative responses as opposed to
yes-and-no type answers are required.

‘The depth of analysis needed will depend upon the relative
significanze of PL 480 food aid as measured by the proportion
of PL 48( food aid to total staple food consumption. Although
the Bellmon Amendment relates directly to PL 480 food aid,
Country Teams must keep in mind the possible impact of total
food aid flows in undertaking the disincentive analysis.

Where the PL 480 proportion is minor, the potential for
disincentive effects is slight. 1In these cases, findings and
conclusions regarding each disincentive area can be briefly
discussed. Sufficient data and analysis should be included in
the responses to show that substantial disincentives aren't
likely to occur.

As the proportion rises, the potential for possible
disincentive effects rises and the level of analysis should
increase. If the proportion has been above 2 percent over the
past 5 years, Country Teams should be alert to the possibility




of disincentive effects. Where the proportion approaches 10
percent or more, a more thorough examination may be required.

The analysis should follow the outline of the guidance
presented in Section V below and be supported by rigorous
economic analysis to the extent possible. Where it's found
that PL 480 food aid isn't a cause of disincentives but is
nevertheless associated with existing policiesll/, Country
Teams are encouraged to consider self-help measures which help
alleviate or offset the disincentives.

It's recognized that other variables in addition to the volume
of food aid influence whether PL 480 food aid will have a
positive or negative impact on local food production. Such
variables include the extent to which food consumption is
commercialized, the price elasticities of demand and supply,
the ability of low income households to acquire food, and the
degree of substitution among different food commodities.

Thus, there may be situations where even though the PL 480 food
aid is minor and the policy climate is appropriate,
disincentive effects may still occur. For example, food aid
may arrive at a period of unexpected surplus or food aid may
have an unusually strong effect on prices because only a small
proportion of production is commercially marketed. In such
cases, more detailed analysis is encouraged.

Country Teams without technical staff to undertake the more
detailed analyses can request such assistance through AID/W and
USDA.

A recent survey of 99 developing countries found that in
1976-78, cereal food aid (from all sources) as a percent of
total staple food consumption was as follows:

Percent No. of Countries
0-2% 58
2-5% 23
6-10% 10
more than 10% 7
data unavailable i3k
TOTAL 99

These figures show that the volume of cereal food aid as a
proportion of total cereal consumption is relatively small in
most developing countries (Huddleston, 1982). Countries with
food aid comprising more than 10% of total staple food
consumption included Sri Lanka, Egypt, Jordan, Sudan,
Mauritania, Guinea-Bissau, and Somalia. Countries in the 6% to
10% category included South Korea, Bangladesh, Jamaica, Haiti,
Lebanon, Tunisia, Gambia, Lesothko, Fiji and Mauritius.




D. Supporting Data

Attachment A provides an example of a data format that may be
useful to Country Teams in preparing their analysis. At a
minimum, Country Teams should include a summary price data
table such as the one included as Attachment B. Commodity data
should be included for each PL 480 commodity provided and its
close substitutes. When a cereal commodity is being provided,
data for all major locally produced and imported cereal staples
should be examined.

With the exception of the price statistics, much of the data
will likely have already been compiled by the Country Team in
the preparation of other documentation such as the CDSS, ABS,
agricultural attache reports, sector analyses, PL 480
agreerents and project papers. Data may also be found in local
government reports, World Bank and other donor studies, and
other secondary sources in the country.

If price data are unavailable and/or unreliable, posts should
consider ways in which PL 480 resources and possibly
Development Assistance resources can be used to strengthen the
recipient country's food data collection and reporting
capacity.lﬁ/ Under such data constraints, Country Teams
should still make their best efforts, using estimates, to
undertake the price analysis.

V. Disincentive/Incentive Analysis

The suggested disincentive/incentive analysis hkegins with a
brief description of the economy and the agricultural sector.
Special attention is given to identifying the country's
comparative advantage in the agricultural sector. The
following aspects of disincentive effects are then examined,
taking into account the influence of other donor food aid and
commercial imports: prices, government policies, taste
preferences and targeting of distribution. Lastly, the
analysis examines the extent to which PL 480 incentive measures
might offset any possible disincentive effects.

The 1nlient of| the analysis is to insure there is sufficient
information for the Secretary of Agriculture to make a
"Bellmon" determination. A negative determination should be
made when the Country Team concludes that the PL 480 food aid
1S a major contributor to agricultural disincentive effects and
it isn't possible to negotiate self-help measures that
alleviate the disincentives sufficiently to permit a positive
determination. If a negative determination is believed
warranted, Country Teams should follow the procedures outlined
in Section IV B.

An outline of 'thé suggested analysis would appear'as follows:
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Outline: Suggested Disincentive/Incentive Effects Analysis

= Agricultural Sector Overview
= Price Effects
- Government Policy Effects

- Administered Prices

Marketing

- Agricultural Development and Investment Policies
= Changes in Food Consumption Patterns
- Distribution Effects
- Food Aid Incentive Measures

Attachments: Supporting Data Worksheets

A. Agricultural Sector Overview

An understanding of the country's economic structure and
development potential epables the analyst to better judge
government policy and resource allocation decisions, and their
relevance to possible disincentive effects.

A basic consideration is whether or not the country produces
what it's best suited to produce in terms of its comparative
advantage. This bears significantly on the
disincentive/incentive question as to whether food aid has a
disincentive effect,

In some cases a food self-sufficiency approach may be
warranted. 1In others, the pctential for food production may be
limited but should be developed with an appropriate balance
struck between dependence on food imports and locally produced
foods. 1In still others, extensive production of a food crop
may not make good economic sense; indeed it may be appropriate
to increase food imports and reduce dependence on domestic food
production. The overview should indicate the appropriateness
of the strateqgy taken with respect to the near term (1-5 years)
and the long term.

If the country has a comparative advantage in the production of
the same or closely substitutable commodity as that supplied as
food aid, the potential for disiricentive effects on the locally
produced commodity are greater. On the other hand, if the
country doesn't have a comparative advantage in these
commodities, the potential for disincentive effects is much
less. The country should produce those commodities which offer
greater production and income potential to the nation and the
farmer. Where an alternative commodity is encouraged, food aid
should have a net neutral or net positive effect on
agricultural production and farmer welfare.

Even where the country produces cash as opposed to food crops,
consideration should be given to the impact on food
availability and consumption. In these cases, food aid
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programs can include self-help measures to strengthen the
country's food security system, improve food access, and
support nutrition programs.

B. Food Needs and Price Effects

Price depressing effects attributed to food aid can occur
either through an excess of supply in an uncontrolled price
system or through the support of low producer prices in an
admninistered price system. This section examines food needs
and the possibility of food aid price disincentive effects due
to excess supply. The following section, "Government Economic
Policy," considers price disincentive effects in terms of
government-administered price systems.

Food aid can depress domestic food prices if it adds to normal
supplies rather than meets a shortfall. This may occur if
there are serious miscalculations in production shortfalls;
food aid is provided even though it is not justified in some
years; or because the arrival of food aid may be out of phase
with the recipient's production cycle.

To determine if food aid imports are excessive, the analyst
should examine past trends as well as current and projected
differences between domestic production and consumption of the
locally affected commodity. Supply and demard data should be
presented as follows:

= actual data for each of the past five years for which
actual data are available;

- estimated data for the current year and for earlier years
for which actual data are unavailable; and

- projected data for years beyond the current year that food
aid will be requested.

Use of historical time-series data extending beyond five years
1s encouraged to establish more reliable bases for projecting
trends.

The following considerations should be taken into account in
determining which local commodities will be affected by the PL
480 commodities:

- First, consider the impact the food aid commodity may have
on close substitutes produced and marketed locally. For
example, if wheat/wheat flour is being supplied, other
common food grains such as corn, sorghum, rice, etc., which
are seen by consumers as substitutes for wheat/wheat flecur
should be included in the analysis. Similarly, the local
incentives for all oilseeds must be examined if PL 480
soybean oil is to be supplied.
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- Second, consider product differentiation. For example,
certain types of U.S. sorghum or corn may be less desirable
than the local variety with the latter commanding a price
premium in the market. Such price differences should be
recognized in comparing the food aid commodity and the
loZal product.

= Lastly, consider alternative uses the PL 480 commodity may
have. For example, it may be used for food and non-food
purposes or solely for non-food consumption; e.qg., for
livestock feed or for industrial uses. 1In these instances,
the analysis should indicate the extent to which the
commodity is used for fond as opposed to such other
purposes. The supply and demand analysis and the
disincentive effects analysis should take into account both
food and non-food uses.

The analysis of variations in production and consumption trends
shouid indicate past maximum food import needs and suggest
projected needs. To determine the influence of food imports on
prices, production costs and deflated domestic prices of the
locally affected commodity should be compared with import
levels and import prices (valued at realistic exchange rates).
Correlations between high food import levels and low domestic
prices can suggest excessive import levels.

The share of PL 480 food aid to total domestic consumption is
important in indicating the potential food aid has for causing
price disincentive effects. The analyst should calculate the
percent of each PL 480 food aid commodity provided to total
domestic consumption of the same or substitutable commocdity for
each of the past five years. 1If this proportion has been 2% or
more over the past five years, have there been any unusual
movements in inflation-adjusted price trends that would
indicate U.S. food aid has led to substartial declines in food
prices? On the other hand,; without U.S.,food aid, would
domestic food prices tend to rise above aormal levels suggested
by the trend analysis?

To comply with Section 103(c) of PL 480 and the FAO Principles
of Surplus Disposal, the analysis should show that the U.S.
food aid will fill an unmet need and will not displace usual
commercial imports or disrupt normal trade patterns.

C. Government Policy Effects

Section ITI above described ways in which policy effects can
adversely affect food and agricultural production. These
effects can be divided into three main areas: pricing,
marketing, and agricultural development and investment
policies. When disincentive effects are found, Country Teams
should consider further the extent to which these are the
result of poor government pclicies or PL 480 food aid.




1. Administered Prices

To promote local food production, the farmer must receive a
price which covers production costs and provides an incentive
profit. When host governments price and distribute substantial
quantities of food below this level, disincentive price effects
on locally produced food will likely result.

a. If administered prices are a major concern, identify the
Key actors and agencies involved in establishing prices.

b. Are priciig decisions based on reliable data and sound
technical analysis of the costs of production, producer
returns, regional prices and landed cost prices of
imports (CIF, most competitive commercial source, plus
duties and unloading charges)? If the foreign exchange
rate is over- or under-valued, local currency prices
should be shadow-priced to reflect the disequilibrium.
Is there evidence that any significant difference
between landed cost price of imports and domestic prices
has affected local production?

C. Are producer prices announced sufficiently in advance of
the planting season to affect farmers' planting
decisions?

d. Will PL 480 food aid provide significant support to an
administered price system having disincentive effects on
local production and marketing? Conversely, will PL 480
food aid support an administered price system having
incentive effects or help move the pricing system toward
greater use of market forces to determine prices?

2. Marketing

Substantial government interference with marketing occurs when
food aid is sold and distributed through public marketing
institutions which cause excessive curtailment of privace
sector trade. That is, parastatal operating margins are set
and subsidized at levels below those at which private traders
can compete. Official margins should be set to permit private
trade and at the same time maintain price stability. The
analysis should indicate if substantial quantities of
commodities are distributed through a public markefing agency.

a. If so, is the inskitution efficiently managcd and
operated on a financially self-sustaining basis? How do
official wholesale prices for food compare with free
market wholesale prices for comparable, locally produced
foods and with the landed cost of commercial imports?

b. If publicly marketed food imports are subsidized, is
there evidence that these have caused or may cause
substantial interference with private sector trade? If
yes, roughly how much?
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Will PL 480 food aid strengthen
monopolistic/monopsonistic official food organizations
tc the detriment of private marketing?

3. Agricultural Development and Investment Policies

A government receiving substantial food aid may give lower
development and investment priority to its agricultural sector
if food is readily available at relatively little cost from the
donor community. In some countries, a major development thrust
to increase food production may not be warranted if comparative
advantage suggests that self-reliance through trade is a better
strategy. However, whatever limited potential there is to
improve food production should be developed if it's
economically and technically realistic to do so. The following
questions should be considered in assessing development and
investment policy efforts:

a. Does the government have a development objective of
largely domestic food self-sufficiency or of reliance on
trade?

b. If so, is this objective reflected reasonably in
maro-economic policies such as realistically valued
foreign exchange rates, domestic terms of trade which
are neutral toward or favor agriculture, and development
policies which include infrastructure and research
support for agriculture? If a self-sufficiency approach
1s being pursued, does it deserve support and have any
chance of success?

c. If a food through trade approach is being pursued, to
what extent does potential for the country to produce
its own food suffer? 1Is this potential being
insufficiently exploited because of the trade dependence?

d. What proportion of government recurrent and capital
budget expenditures have been allocated to agriculture
in each of the past three years? Are the level and
trend of these expenditures consistent with stated
government food and agricultural policies?

e. If the agricultural sector offers reasonably good
development potential, but budget expenditures to
agriculture for the past 3 years have been low and food
ald has constituted a significant proportion of total
domestic consumption, is there any evidence from
«nowledge of government decision-making that the
availability of food aid has weakened the government's
commitment to agricultural development?

f. Will the provision of PL 480 food aid, including its
self-help provisions, lead to a lower or a higher
allocation of domestic budget resources for agricultural
development?
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4. Food Aid and Disincentives - Cause or Association?

Disincentive situations may occur because of government
development philosophy and policies which would likely prevail
even in the absence of food aid. TIt's therefore important to
determine whether PL 480 food aid is a cause of significant
production and marketing disincentives or is associated with
them because of strongly subscribed government policies,

a. If the analysis finds that production and marketing
disincentives exist, to what extent can they be
attributed to government policies as opposed to the
availability of PL 480 food aid?

Would the policies prevail and with the same commitment
if food import needs were met on a commercial basis only?

Over the longer run, are poor policies likely to lead to
a dependence on PL 480 food aid?

[f PL 480 food aid is associated with rather than a
cause of disincentives, how can the PL 480 program (and
DA/ESF programs) be designed to alleviate or offset
disincentive effects?

D. Changes in Food Consumption Patterns

Local food production may pe adversely affected by food aid
when it contributes to changes in taste preferences for foods
which cannot be produced locally and which cannot be imported
at costs lower than those of producing and marketing them
locally. On the other hand, where the recipient country does
not have a comparative advantage in food production, the
commodity may provide a less expensive substitute for the
locally produced commodity. In these cases, food aid is a
legitimate means for developing markets for U.S. agricultural
products,

a. Is the commodity supplied by U.S. food aid produced
locally and part of the normal diet?

Does accommodating the taste preference through food aid
lie within the country's food strategy and comparative
advantage?

Will the food aid be distributed to groups that
heretofore have not established a preference for the
commodity supplied? If so, will this be an addition to
or a substitute for locally produced foods?

If taste preferences are changing, why are they
changing? To what extent are other donor food aid

shipments and commercial imports influential in
promoting these changes?
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E. Distribution Effects (Title II Programs)

The need to target the distribution of food aid to the poor is

most easily met through Title II programs. These programs

distribute food free or at subsidized prices to vulnerable

population groups and permit the consumption of fcod that would

not otherwise occur because of the poor's lack of purchasing

power. In this instance, available evidence suggests that .
there won't be any substantial disincentive effects on local

food prices and production because additional demand is created

to offset the additional supply.

On the other hand, when more affluent consumers are the
recipients of food aid they may spend freed income on non-food
items and/or more costly imported foods. 1In this instance,
even though the food provided is additional, it is less likely
to be offset by additional food demand and price depressing
effects can occur.

The analysis should address the following questions in
assessing the possibility for adverse distribution effects:

a. Does the host government have a distribution plan which
rargets PL 480 food aid or uses sales proceeds to target
local foods to the poor? Does the host government have
tthe capability to transport and distribute food to the
ploor?

b, Is the PL 480 food aird consumed in disproportionately
greater quantities by the poor and is it therefore
"self-targeting"?

¢c. Il not, is the food aid sold at a non-subsidized price
arnd the counterpart funds used to support policies
favorable to agriculture?

VI. [cod Aid Incentive Measures

If examination of the above criteria indicates possible
disincentives to agricultural production or marketing, it may
be possible to include incentive measures in the PL 480
agreement to change or offset bad policies and still justify a
positive determination. In genaral, the nature and
significance of incentive measures should be determined by the
nolicy environment and the Country Mission's capability to
promote policy change.

Incentive foatures can be structured as self-help measures,
projects financed with sales proceeds, components of Food for
Development programs, issues to be discussed through policy
dialogue, ard the programming of food aid itself (e.qg., as
wages, security stocks, etc.).1l3/ Such measures linked
specifically to increasing local food production might include
the following:
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= Improve food sector data collection and reporting capacity;

- Strengthen'agricultural sector policy analysis, planning
and implementation capacity;

- Establish incentive prices for locally produced food based
on landed cost of imports and production costs:

- Assure timely announcement of price adjustments to affect
farmers' planting decisions where prices are controlled or
at least floor prices maintained;

- Support maximum private sector trade and access to
international markets consistent with government goals for
marketing and stabilization efforts;

- Improve management and financial viability of food
marketing agencies; reduce or eliminate food Subsidy
programs except for those most in need;

- Upgrade efficiency and effectiveness of food production and
marketing functions including research, extension,
cooperatives, management, transportation, physical
infrastructure, and access to inputs;

- Promote development of private sector food processing
capability which improves nutriticnal content and eases
prepararion of indigenous foods.

- Support development activities and targeted food subsiady
programs (e.g., food-for-work programs) which generate
income and improve the ability of the poor to acquire fcod;

- Encourage greater production of low-cost nutritionally
acceptable local foods if they can be grown economically in
order to increase nutriftional quality to low-income groups;

- Increase allocation of recurrent and capital budget
expenditures to agriculture wnere warranted by sufficient
food production potential.

VII. Food Storage Facilities and Handling Capabilities

U.S. concern over food storage and handling in LDCs was raised
in the March 1977 hearings of the House Committee on
International Relations. Concern was expressed in particular
about food storage conditions in Bangladesh. Substantial
amounts of food had spoiled because Bangladesh had inadequate
storage facilities. This concern over food storage and
handling was concurrent with that over disincentive effects.
Consequently, both are addressed in the Bellmon Amendment .

In response to these concerns, posts must include, with the
disincentive analysis, a statement attesting to the adequacy of
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food storage, handling and distribution capabilities. The
assessment should include three sections reporting con port,
storage and transport capabilities as follows:

A. Port

1. Facilities - briefly describe adequacy of port physical
facilities in terms of the wharf, warehousing, equipment
(particularly offloading capacity) and maintenance.

2, Operations - comment upon the efficiency of port operations
and management.

3. Projected Arrivals - note to what extent port congestion
might be a problem at the time of projected PL 480 food aid
arrival. Are imports, commercial and concessional,
coordinated and planned to arrive at low points in domestic
supply, but in a smooth fashion?

B. Storage

Describe the adequacy of port, central and regional storage
facilities in terms of structure, capacity and management.
Note specifically the expected adequacy of storage at the time
of projected PI, 480 food aid arrival.

(@4 Transport

Describe the adequacy of transport capabilities - road, railway
and waterway as applicable - with respect to equipment,
operational status and maintenance facilities. Comment in
particular, on transport availability at the projected time of
PL 480 food aid arrival.
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FOOTNOTES

Although this paper focuses mainly on the potential
disincentive effects of food aid, this is not meant to
suggest that food aid storage and handling concerns are
relatively less important., Rather, attention is given to
the disincentives question because it is a more complex
matter warranting further explanation and specific
guidance.

U.5.G. approaches for increasing PL 480's developmental
effectiveness are outlined in the recent U.S.
International Development Cooperation Agency Report to
Congress on the Developmental Impact of Public Law 480,
March 30, 1982.

Two recent articles which provide particularly
comprehensive examinations of food aid ard development
issues are Maxwell and Singer (1979) and Clay and Singer
(1982); see selected references attached.

See Abbott (1976, 1979), Abbott and McCarthy (1982), and
Hall (1980).

See Dudley and Sandilands (1975) and Mason (1966).

Maxwell and Singer (1979) note that "...the weight of
evidence seems to favor those who argue that in many
countries food aid is sucked in by poor agricultural
policy rather than itself being responsible for the
vacuum which it fills." This conclusion is reached inter
alia by Witt (1964); Isenman and Singer (1977), and

Merrill (1977).

Cases quoted are shifts to cotton production in Pakistan
(Mason, 1966) or to barley in Columbia (Dudley and
Sandilands, 1975).

See for example the comprehensive survey on supplementary
feeding projects by Beaton and Ghassemi (1979) and the
African case studies by Stevens (1979). From a national
perspective, Title II levels are usually so insignificant
relative to the total food supply that disincentive
effects are not likely to occur. Moreover, because Title
Il programs - MCH, school feeding and food-for-work -
distribute food to those with low incomes who would not
otherwise be purchasing sufficient food, there will be
little likelihood that disincentive effects would occur
even at the community level.,

See, for example, Williamson Gray (1982), Timmer and
Adelman (1979), Pinstrup-Anderson (1976), and Strauss
{£129:8:37)/
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See Huddleston (1984), Kennedy and Pinstrup-Anderson
(1983) and Beaton and Ghassemi (1979).

The distinction between "cause" and "association" is
discussed on pages 7-8 and 30-31.

Technical assistance from the U.S. Bureau of the Census
can be requested through AID/S&T/DIU to support the
establishment or strengthening of the recipient country's
data collection and analysis capability. Other donors
should also be encouraged to provide technical
assistance, training, etc., as appropriate.,

The Bellmon Amendment does not require that PL 480 food
aid programs include measures to induce incentive
effects. However, their inclusion is consistent with the
developmental thrust of PL 480 and they add a further
measure of assurance that disincentive effects will not
occur. Thus, incorporating incentive effects in the
design of PL 480 programs is encouraged.,
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Attachment A

Local Production and Marketing Disincentives Analysis
Supporting Data

19xX
(000 MT)
I. Food Supply and Censumption
A. Total annual domestic needs
l. Beginnina stocks
2. (Of which security stock)
3. Local Proauction
4 Imports
a. Commercial Imports
b. Food Aid
c. {O0f which U.S., food aid)
5. E¢ports
6. Total Supply
7. Consumption (food, feed, indus-
trial use, seed anda waste)
8. Ending Stocks
9. (Of which security stock)
II. Food Prices (per kg.) 19XX
(xx per kg

A. Private Sector

1. Local Production
a. Farm gate price
b. Internal transport and
handling costs from main
producing area to main
consuming area
C. Wholesaler costsx/, and
profit margins
d. Wholesale price
e. Retail price

2, Commercial imports
a. CIF {from most competitive
commercial source)
b. Duties
€. lInternal transport and
handling to main deficit con-
suming area, usually the prin-
cipal cities

X/ Data for all cateqories - IiA 162, IIB 1&2 - should also
reflect processing costs at stage at which processing is
performed.



19XX
(xx per kg

d. Wholesaler costs and
profit margins

e. Wholesale price

f. (Foreign exchange shadow
price)

g. Retail price

h. (Foreigyn exchange shadow
price)

B. Public Sector

1. Local Production
a. Official farm gate price
b, Internal transpcrct and
handling costs from main
producing area to main
deficit consuming area,
usu~lly the principal cities
Operating margins
Total costs (a, b, & c)
Wholesale price
Retail price

D Q0

2. PL 480 Fcod aid
a. CIF (from U.S. port)
b. Duties
c. Internal transport and
handling
d. Operacing margins
e. Total Costs (a, b, & c)
f. Wholesale price
g (Foreign exchange shadow
price)
h Retail price
i (Foreign exchange shadow
price)

19XX
(xx per Kgq)

c. Price Differentials

1. Free market farm gate price
and official farm gate price
(IT A la and IT B la)

2. CIF price from most competi-
tive commercial source in-
cluding duties and internal
transport and handling charges
and equivalent official
farm gate price (II a, b & ¢
and 1T B la & b)
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Iv.
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Commercial import wholesale
price and official wholesale
price for local production
(IT A 2f and II B le)
Commercial import wholesale
price and food aid wholesale
price (IT A 2f and II B 2q)
Official subsidies
a. Local Production
(II' B 1d - I1 B 1f)
b, Food aid

(IT B 2e -~ II B 2i)

Balance of Payments

A. Exportcs
B. Imports
1. Food
a. Commercial

b. Food aid

C. Net Services and Unrequited
transfers

D. Current Account Balance

E. Capital Account Balance

F. Overall Balancs

Exchange Rate

A. Official
B. Unofficial
C. Shadow price rate

19xX
(XX _per kg

19XX
(X-Million)

19XX
(X-Million)
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Attachment B

Local Production and Marketing Disincentives Analysis

Sample Price Data Reporting Format

Egypt Title I Program

Estimated Prices of Wheat and Wheat Flour, 1978/79 Averages

(U.S. $ Equivalent/Metric Ton)

FOB (PL 480)

CIF

Landed Cost Includes Handling
Domestic Producer Price
Native Balady Flour

Cost of Flour from PL 480 Wheat
Actual Price to Bakers

Subsidy

Price of Bread

Wheat Domestic
Wheat Flour Wheat
137 225
158 278
190 334
1001/
221 221
2172/

41 97 41
176 237 180
(217-41) (334-97) (221-41)
50 13C 50

1/ This 1s the price for improved quality Egyptian wheat.
Price for local wheat varieties is about the equivalent of $91

per ton.

2/ Calculated price based on an extraction rate of 87.5
percent and a mill charge of $3.33 per metric ton.
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Federal Register /| Vol. 45, No. 132 / Tuesday, July 8, 1980 / Notices

OFFICE OF MANAGEMENT AND
BUDGET

Clrcular A-122, “Cost Principles for
Nonprofit Organizations"

[Note: This reprinl incorporates corrections
published al 48 FR 17185, Tussday. March 17,
1981,

AGENCY: Office of Management and
Budget.

AcTion: Final Policy.

S8UMMARY: This notice advises of a new
OMB Circular dealing with principles for
determining costs of grants, contracts,
and other agreements with nonprofit
organizalions.

The Circular is the product of an
interagency review conducted over a
Iwo-year period. Its purpose is to
provide a sel.of cost principles to
replace existing principles issued by
individual agencies. These have often
contained varying and conflicting
requirements, and created confusion
among agency administrators, auditors,
and nonprofit officials. The new Circular
will provide a uniform approach to the
problem of determining costs, and
promote efficiency and better
understanding belween recipients and
the Federal Government.

EFFECTIVE DATE: The Circular becomes
effective on issuance.

FOR FURTHER INFORMATION CONTACT;
Palmer A. Marcantonio, Financial
Management! branch, Office of
Management and Budgel, Washington,
D.C. 20503, (202) 3954773,
BUPPLEMENTARY INFORMATION: Belore
the Circular became final there was
exlensive coordination with the affected
nonprofil arganizations, professioral
associalions, Federal agencies anc
others. All inlerested persons werg
given an opparlunity to comment on the
proposed Circular through informal
consultations and a notice in the Federal
Register. In response to our requesls for
commenl, we received about 100 letters
from Federal agencies, nonpraofil
organizalions, associations, and other
interested members of the public. These
comments were considered in the final
version of the Circular. There follows a
summary of the major comments and the
action taken on each,

In addition to the changes described,
other changes have been made fo
improve the clarily and readability of
the Circular. To the exlenl possible, we
have tried to make the language of this
Circular consistent with that of cost
principles for educational institutions
(Circular A-21), and State and local
governmenis (Circular 74-4).

Summary of Significant Changes;

Set forth are chunges thal have been
made in the linul Circular as 4 result of

public comments. The more significant
changes to-the basic Circylar and
Attachment A include:

1. Paragraph 2. "Supersession' was
added to the basic Circular to make it
clear that this Circular supersedes cost
principles issued by individual agencies.

2. Paragraph 4 of the basic Circular
lias been amended to make it clear that
the absence of an advance agreement on
any element of cost will not in itself
affect the reasonableness of allocability
of that element. Also, this paragraph
was amended to make it clear that
where an item of cost requiring prior
approval is specified in the budge!.
approval of the budget constitutes
approval of the cost.

3. Paragraph 5 of the basic Circular
has been changed lo remove any doubt
as to which nonprofit organizations
would not be covered by the Circular.
Now, Appendix C to the Circular lists all
exclusions.

4, Paragraph 8 was added to the basic
Circular to permit Federal agencies to
request exceptions from the
requirements of the Circular,

5. Paragraph E.2. was added to
Attachment A to cover the negotiation
and approval of indirect cost rates, and
to provide for cognizance arrangements.

The more significan! changes to
Attachmenl! B to the Circular include:

1. Paragraph 6, Compensation for
Personal Services, was modified to:

a. Permit Federal agencies to accept a
substitute system for documenting
personnel costs through means other
than personnel aclivity reports.

b. Clarify provisions covering the
allowability of costs for unemployment
compensation or workers'
compensation, and costs of inaurance
policies on the lives of trustees, officers,
or other employees.

c. Make unallowable any increased
costs of pension plans caused by
delayed funding.

d. Delete a paragraph dealing with
review and approval of compensation of
individual employees.

2. Paragraph 7, Contingencies, was
changed to make it clear that the term
"contingency reserves” excludes self-
insurance reserves or pension funds.

3. Paragraph 10 was modified to
provide that the value of donated
services used in the performance of &
direct cost activity shall be allocated a
share of indirect cost only when (a) the
aggregale value of the service is
malerial, (b] the services are supported
by a significant amount of the indirect
cos! incurred by the organization, and
(c] the direct cost aclivily is not pursued
primarily for the benefit of the Federal
Covernmenl. Provisions were also
added to this paragraph for the

cognizanl agency and the recipienl (o
negoliale when there is no basis for
determining the fair market value of the
services rendered, and to permit indirect
costs allocated to donated services to be
charged to an agreement or used to meet
cost sharing or matching requirements.

4. Paragraph 13, Equipment and Other
Capital Expenditures, was changed.
Capital equipment is now defined as
having an acquisition cost of $500 and a
useful life of more than two years.

5. Paragraph 24, Meetings,
Conferences. The prior approval
requirement for charging meetings and
conferences as a direct cost was
deleted. A sentence was added to make
it clear such costs were allowable
provided they meet the criterion for the
allowability of cost shown in
Attachment A.

6. Paragraph 26, Organization Cos!s,
was amended to provide that
organization costs may be allowable
when approved in writing by the
awarding agency.

7. Paragraph 28, Page Charges in
Professional Journals, was revised to
provide that page charges may be
allowable.

8. Paragraph 36, Public Information
Service Costs, was modified to make
public information costs allowable as
direct costs with awarding agency
approval.

9. Paragraph 42, Renta/ Costs, was
rewritlen lo:

a. Make it clear that rental costs
under leases which create a material
equity on the leased property are
allowable only up to the amount that the
organization would have been allowed
had it purchased the property: e.g..
depreciation or use allowances,
maintenance, taxes, insurance, etc.

b. Clarify the criteria for material
equity leases.

10. Paragraph 50, Trave! Costs, was
amended to delete the prior approval
requirement for domestic travel. In
addition to the above, a number of
editorial changes were made lo the
original document.

Suggested Changes Not Considered
Necessary.

Comment. Several respondents
questioned the provision that. for “less
than arm's length"" leases, rental costs
are allowable only up to the amount that
would be allowed had title to the
property been vested in the grantee
organization. In their opinion this rule
will result in unnecessary cost lo the
Federal Government, since it would
encourage an organization to lease
space on the commercial markel al a
higher rate.




fesponse. The cosl principles are
designed to cover most situations;
however, there are always exceptions
that must be considered on a case-by-
case basis. The Circular contains a
provision for Federal agenties to request
exceplions.

Comment. Several respondents
questioned why interest is not an
allowable cost, since it is an ordinary
and necessary cost of doing business.

fesponse. It has been a longstanding
policy not to recognize interest as a cost.
However, this policy has recently been
revised for State and local governments
in Circular 744, with respect to the cost
of office space. The revision provides
that “‘rental” rates for publicly owned
buildings may be based on actual costs,
including depreciation, interest,
operation and maintenace costs, and
other allowable costs. This revision was
under consideration for some time. It
was studied extensively by OMB, the
General Accounting Office and others,
ind considerable analysis went into its
formulation Suggestions for extending it
10 nonprofit organizations would have to
be examined with equal care. This has
nol yet been done; and we were
reluctant to further delay issuance of
this Circular.

Comment. Several respondents
questioned why public information costs
were not allowable as an indirect cost,

Response. Public information costs
are often direct services to an
organization's other programs. They are
allowable, however, as a direct charge
when they are within the scope of work
of a particular agreement.

Comment. One raspondent suggested
that smaller grantees be excluded from
complying with the Circular.

Response, Similar rules for the 50
selected items of cost would be needed
regardless of the size of the grantee. To
the extent possible, the Circular
provides simplified methods for smaller
graniees.

Comment. One respondent said the
requirements of the Cost Accounting
Standards Board should be applied to
cover contracts with nonprofit
organizaltions.

Response. It is unlikely that the type
of grantees covered by this Circular
would have contracts large enough to be
covered by the CASB. In the event thal
they do, however, the regulations of the
CASB would apply,

Comment. One respondent said the
allocation of indirect cost to donated
services would pose a tremendous
difficulty to the organization. The
organization relies on a corps of
dpproximately 8,000 committee members
lo cariy out obligations in response to
Government requests, There is no
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employer relationship in the
arrangements for this assistance, nor are
there committee members normally
reimbursed for such services, Further, it
was pointed out the committee members
spend many thousands of hours outside
the organization's premises conducting
research,

Response. It would appear that this
type of committee arrangement would
not be considered in the determination
of the organization's indirect cost rate
provided that Federal agreements do not
bear an unreasonable share of indirect
cost. However, the cognizant agency
will be responsible for evaluating the
allocation of indirect cost where there
are committee-lype arrangements on a
case-by-case basis.

Comment. One respondent suggested
that wherever possible the language in
the Federal Procurement Regulations be
used for nonprofit organizations,

Response, The language in the Federal
Frocurement Regulations was
designated primarily for commercial
firms, and is not necessarily well suited
to nonprofit organizations. At the
suggestion of the General Accounting
Office, the nonprofit cost principles
were written to conform as closely as
passible to those of educational
institutions (Circular A-21), and State
and local governments (Circular 74-4).
john |. Lordan,

Chief, Financial Management Branch,

[Clrcular No, A-122]

June 27, 1980

To The Heads of Executive
Departments and Establishments

Subject: Cost principles for nonprofit
organizations.

1. Purpose, This Circular establishes
principles for determining costs of
grants, contracts and other agreements
with nonprofit organizations. It does not
apply to colleges and universities which
are covered by Circular A-21; Stale,
local, and federally recognized Indian
tribal governments which are covered
by Circular 74—4; or hospitals. The
principles are designed to provide that
the Federal Government bear its fair
share of costs except where restricted or
prohibited by law. The principles do not
attempt to prescribe the extent of cost
sharing or matching on grants, contracts,
or other agreements. However, such cost
sharing or maltching shall not be
accomplished through arbitrary
limitations on individual cost elements
by Federal agencies. Provision for profit
or other increment above cost is outside
the scope of this Circular.

2. Supersession. This Circular
suparsedes cost principles issued by

individual agencies for nonprofit
organization.

3. Applicability. a. These principles
shall be used by all Federal agencies in
determining the costs of work performed
by nonprofit organizations under grants,
cooperative agreements, cost
reimbursement contracts, and other
contracts in which costs are used in
pricing, administration, or settlement.
All of these instruments are hereafter
referred to as awards. The principles do
not apply to awards under which an
organization is not required to account
to the Government for actual costs
incurred.

b. All cnst reimbursement subawards
(subgrants, subcontracts, etc.) are
subject to those Federal cost principles
applicable to the particular organization
concerned. Thus, if a subaward is to a
nonprofit organization, this Circular
shall apply; if a subaward is to a
commercial organization, the cost
principles applicable to commercial
concerns shall apply; if a subaward is to
a college or university, Circular A-2
shall apply; if a subaward is to a State,
local, or federally recognized Indian
tribal government, Circular 74—4 shall
apply. :

4. Definitions. a. "Nonprofit
organization" means any corporation,
trust, association, cooperative, or other
organization which (1) is operated
primarily for scientific, educational,
service, charitable, or similar purposes
in the public interest; (2) is not

organized primarily for profit; and (3)
uses its net proceeds to maintain,
improve, and/or expand its operations.
For this purpose, the term "nonprofit
organization" excludes (i) colleges and
universities; (ii) hospitals; (iii) State,
local, and federally recognized Indian
tribal governments; and (iv) those
nonprofit organizations which are
excluded from coverage of this Circular
in accordance with paragraph 5 below.

b. “Prior approval” means securing
the awarding agency's permission in
advance to incur cost for those items
that are designated as requiring prior
approval by the Circular, Generally this
permission will be in writing, Where an
item of cost requiring prior approval is
specified in the budget of an award,
approval of the budget conslitutes
approval of that cost.

5. Exclusion of some nonprofit
organizctions, Some nonprofit
organizations, because of their size and
nature of operations, can be considered
to be similar to coramercial concerns for
purpose of applicability of cost
principles. Such nonprofit organizations
shall operate under Federal cost
principles applicable to commercial
concerns. A listing of these
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organizations is contained in
Altachment C, Other organizations may
be added from time to time.

8, Responsibilities. Agencies
responsible for administering programs
that invalve awards to nonprofit
organizations shall implement the
provisions of this Circular. Upon
request, implementing instruction shall
be furnishzd to the Office of
Management and Budget. Agencies shall
designate a liaison official to serve ag
the agency representative on matters
relating to the implementation of this
Circular. The name and title of such
representative shall be furnished to the
Office of Management and Budget
within 30 days of the date of this
Circular,

7. Attachments. The principles and
related policy guides are set forth in the
following Attachments:

Attachment A—General Principles

Altachment B—Selected Items of Cost

Attachment C—=Nonprofil
Organizations Not Subject to This
Circular

8. Reguests for exceptions. The Office
of Management and Budget may grant
exceptions to the requirements of this
Circular when permissible under
existing law. However, in the interest of
achieving maximum uniformity,
exceptions will be permitted only in
highly unus::al circumstances.

9, Effective Date, The provisions of
this Circular are effective immediately,
Implementation shall be phased in by
incorporating the provisions into new
awards made after the start of the
organization's next fiscal year. For
existing awards the new principles may
be applied if an organization and the
cognizan! Federal agency agree. Earlier
implementation, or a delay in
implementation of individual provisions
is also permitted by mutual agreement
between an organization and the
cognizanl Federal agency.

10. /nquiries. Further information
concerning this Circular may be
obtained by contacting the Financial
Management Branch, Budget Review
Division, Office of Management and
Budget, Washington, D.C. 20503,
telephone (202) 395-4773.

James T. Mclntyre, |r.,
Director.

|Circular No. A-122
Altachment A
General Principles
Table of Contents

A. Basic Considerations

1. Composition of tol.| costs

2, Factors affecting allowability of costs
3. Reasonable costs

4. Allocable costs

5. Applicable credits
8. Advance understandings

B. Direct Costs
C. Indirect Costs

D. Allocation of Indirect Costs and
Determination of Indirect Cost Rates
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3. Multiple allocation base method
4, Direct allocation method

5. Special indirect cost rates

E. Negotiation and Approval of Indirect Cost
Rates
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2. Negotiations and approval of rates

[Circular No. A-122]
Altachment A
General Principles

A. Basic Considerations.

1. Composition of total costs. The lotal cost
of an award is the sum of the allowable
direct and allocable indirect costs less any
applicable credits,

2. Factors affecting allowability of costs.
To be allowable under an award, costs must
meet the following general criteria:

a. Be rcasonable for the performance of the
award and be allocable thereto under these
principles.

b. Conform to any limitations or exclusions
sel forth in these principles or in the award
as to types or amount of cost items.

c. Be consistent with policies and
procedures that apply uniformly to both
federally financed and other activities of the
organization.

d. Be accorded consistent treatment,

e. Be determined in accordance with
generally accepted accounling principles.

f. Not be included as a cost or used to meet
cost sharing or malching requirements of any
other federally financed program in either the
current or a prior period.

8. Be adequately documented.

3. Reasonable costs. A cost is reasonable
if, in its nature or amount, it does not exceed
that which would be incurred by a prudent

person under the circumstances prevailing at

the time the decieion was made to incur the
costs. The question of the reasonableness of
specific costs must be scrutinized with
particular care in connection with
organizations or separate divisions thereof
which receive the preponderance of their
support from awards made by Federal
agencies. In determining the reasonableness
of a given cost, consideration shall be given
to:

a, Whether the cost is of a type generally
recognized as nrdinary and necessary for the
operation of the organization or the
performance of the award.

b. The restraints or requirements imposed
by such factors as generally accepted sound
business practices, arms length bargaining,
Federal and State laws and regulations, and
terms and conditions of the award.

c. Whether the individuals concerned acted
with prudence in the circumstances,
considering their responsibilities to the
organization, its members, employees, and

clients, the public at large, and the
Government,

d. Significant deviations from the
established practices of the organization
which may unjustifiably increase the award
costs.

4. Allocable costs,

a. A cost ia allocable to a particular cost
objective, such as a grant, project, service, or
other activity, in accordance with the relative
benefits received. A cost is allocable to a
Government award if it is treated
consistently with other costs incurred for t}
same purpose in like circumstances and if it:

(1) Is incurred specifically for the award.

(2) Benefits both the award and other work
and can be distributed in reasonable
proportion to the benefits received, or

(3) Is necessary to the overall operation of
the organization, although a direct
relationship to any particular cost objective
cannol be shown.

b. Any cost allocable to a particular award
or other cost objective under these principles
may not be shifted to other Federal awards to
overcome funding deficiencies, or to avoid
restrictions imposed by law or by the terms
of the award,

5. Applicable credits.

a. The term applicable credits refers to
those receipts, or reduction of expenditures
which operate to offset or reduce expense
items that are allocable to awards as direct
or indirect costs, Typical examples of such
transactions are: purchase discounts, rebates
or allowances, recoveries or indemnities on
losses, insurance refunds, and adjustments of
overpayments or erroneous charges. To the
extent that such credits accruing or received
by the organizatian relate to allowable cos!
they shall be credited to the Gavernment
either as a cost reduction or cash refund as
appropriate.

b. In some instances, the amounts received
from the Federal Governmenl to finance
organizational activities or service operations
should be treated as applicable credits.
Specifically, the concepl of netting such
credit items against related expenditures
should be applied by the organization in
determining the rates or amounts to be
charged to Federal awards for services
rendered whenever the facilities or other
resources used in providing such services
have been financed directly, in whole or in
part, by Federal funds.

(c) For rules covering program income
(i.e., gross income earned from federally
supporled activities) see Attachment D of
OMB Circular A-110.

8. Advance understandings. Under any
given award the reasonableness and
allocability of certain items of costs may be
difficult to determine. This is particularly true
in conuection with organizations that receive
a preponderance of their support from
Federal agencies. [n order to avoid
subsequent disallowance or dispute based on
unreasonableness or nonallocability, it is
often desirable to seek a writlen agreement
with the cognizant or awarding agency in
advance of the incurrence of special or
unusual costs. The absence of an advance
agreement on any element of cost will not, in
itself, affect the reasonableness or
allocability of that element,
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8 Direct Costs

1. Direct costs are those thal can be
identified specifically with a particular final
cost objective: i.e,, a particular award,
projecl, service, or other direct aclivily of an
organizalion. However, a cost may not be
assigned lo an award as a direct cost il any
other cost incurred for the same purpose, In
like circumstances, has been allocated to an
award us an indirect cost, Costs identified
specifically with awards are direct costs of
the uwards and are to be assigned directly
thereto, Costs identilied specifically with
other final cost objectives of the organization
are direct costs of those cost objectives and
are not to be ussigned to other awards
directly or indirectly

2. Any direct cost of a minor amount may
Le trealed as an indirect cost for reasons of
praclicalily where the accounting treatment
for such cost is consistently applied to all
final cost objectives.

3. The cost of certain activities are not
allowable as charges to Federal awards [see,
for example, fund raising costs in paragraph
19 of Attachment B). However, even though
these costs are unallowable for purposes of
compulting charges to Federal awards, they
nonetheless must be treated as direct cost for
purposes of determining indirect cost rates
and be allocated their share of the
organization's indirect costs il they represent
aclivities which (1) include the salaries of
personnel, (2) nccupy space, and (3) benefit
from the organization's indirect costs.

4. The costs of activities performed
primarily as a service lo members. clients, or
the general public when significant and
necessury lo the organizalion's mission mus!
be treated as direct costs whether or not
allowable and be allocdted an equitable
share of indirect costs. Some examples of
these types of uctivities include:

d. Maintenunce of membership rolls,
subscriptions, publications, and related
functions.

b, Providing services and information to
members, legislative or administrative
bodies, or the public.

¢. Promotion, lobbying, and other forms of
public relations.

d: Meelings and conferences except those
held to conduct the general administration of
the organization,

3. Maintenance, protection, and investment
of special funds not used in operation of the
organization,

[ Administration of proup benefits on
behalf of members or clients including life
and hospital insurance, annuity or retirement
plans, linancial aid, elc.

C. Indirect Cost

1. Indirec! costs are those that have been
incurred for common or joint objectives and
ciannol be readily identified with a particular
final cost objective. Direct cost of minor
amounts may be treated as indirect costs
under the conditions described in paragraph
B.2. above. Afler direct costs have been
determined and assigned directly to awards
or other work as appropriate. indirect costs
are those remaining to be allocated to
beneliling cost objectives. A cost may not be
allocuted to an award as an indirect cost if
any other cost incurred for the same purpose,

in like circumstances, has been assigned to
an award as a direct cout.

2. Because of the diverse characteristics
and accounting practices of nonprofit
organizations, it is not possible to specify the
types of costs which may be classified as
indirect cost in all situations. However,
typical examples of indirect cost for many
nonprofit organizations may include
depreciation or use allowances on buildings
and equipment, the costs of operating and
maintaining facilities, and general
administration and general expenses, such as
the salaries and expenses of executive
officers, personnel administration, and
accounting.

D. Allocation of Indirect Costs and
Determination of Indirect Cost Rates.

1. General,

a. Where a nonprofil organization has only
one majar function, or where all its major
functions benefit from its indirect costs to
approximately the same degree, the
allocation of indirect costs and the
computation of an indirect cost rale may be
accomplished through simplified allocation
procedures as described in paragraph 2
below.

b. Where an organization has several major
functions which benefit from its indirect costs
in varying degrees, allocation of indirect
costs may require the accumulation of such
costs inlo separate cosl groupings which then
are allocated individually to benefiling
functions by means of a base which best
measures the relative degree of benefit. The.
indirect costs allocated to each function are
then distributed to individual awards and
other activities included in thal function by
means of an indirect cost rate(s).

¢, The determinalion of what constitutes an
organization's major functions will depend on
its purpose in being; the lypes of services i
renders to the public, its clients, and its
members: and the amount of effort it devotes
to such activities as fund raising, public
information and membership activities,

d. Specific methods for allocating indirect
costs and computing indirect cost rates along
with the conditions under which each method
should be used are described in paragraphs 2
through 5 below.

e, The base period for the allocation of
indirect costs is the period in which such
cosis are incurred and accumulated for
allocation to work performed in that period,
The base period normally should coincide
with the organization's fiscal year, but in any
evenl, shall be so selected as to avoid
inequities in the allocation of the costs.

2. Simplified allocation method.

4. Where an organization's major functions
benelit from ils indirect costs to
approximately the same degree, the
allocation of indirect costs may be
accomplished by (i) separating the
organization's total costs for the base period
as either direct or indirect, and (ii) dividing
the total allowable indirect costs (net of
applicable credits) by an equitable
distribution base, The result of this process is
an indirect cost rate which is used to
distribute indirect costs to individual awards,
The rate should be expressed as the
percentage which the total amount of

allowable indirect costs bears to the base
selecled. This method should also be used
where an organization has only one major
function encompassing a number of
individual projects or activities, and may be
used where the level of Federal awards to an
organization is relatively small.,

b. Both the direct cosis and the indirect
coslts shall exclude capital expenditures and
unallowable costs. However, unallowable
costs which represent activities must be
included in the direct costs under the
conditions described in paragraph B.3. above.

¢, The distribution base may be total direct
costs (excluding capital expenditures and
other distorting items, such as major
subconltracts or subgrants), direct salaries
and wages, or other base which results in an
equitable distribution. The distribution base
shall generally exclude participant support
costc as defined in paragraph 29 of
Altachment B.

d. Except where a special rate(s) is
required in accordance with paragraph D.5
below, the indirect cost rate developed under
the above principles is applicable to all
awards al the organization, If a specieal
rate(s) is required, appropriate modifications
shall be made in order to develop the special
rate(s).

3. Multiple allocation base method.

a, Where an organization's indirect costs
benefit its major functions in varying degrees,
such costs shall be accumulated into separate
cosl groupings. Each grouping shall then be
allocated individually to benefiting functions
by means of a base which best measures the
relail. benefits.

b. The groupings shall be established so as
to permit the allocation of each grouping on
the basis of benefits provided to the major
functions. Each grouping should constitute a
pool of expenses that are of like character in
terms of the functions they benefit and in
terms of the allocation base which best
measures the relative benefits provided to
each function. The number of separate
groupings should be held within practical
limits, taking into consideration the
maleriality of the amounts involved and the
degree of precision desired.

c. Actual conditions must be taken into
account in selecting the base to be used in
allocating the expenses in each grouping to
benefiting functions. When an allocation can
be made by assignment of a cost grouping
directly to the function benefited, the
allocation shall be made in that manner,
When the expenses in a grouping are more
general in nature, the allocation should be
made thrcugh the use of a selected base
which produces results that are equitable to
both the Government and the organization, In
general, any cost element or cost related
factor associated with the organization's
work is potentially adaptable for use as an
allocation base provided (i) it can readily be
expressed in terms of dollars or other
quanlitative measures (total direct costs,
direct salaries and wages, staff hours applied,
snuare feet used, hours of usage, number of
documents processed. population served, and
the like) and (ii) it is common to the
benefiting functions during the base period.

d. Except where a special indirect cost
rate(s] is required in accordance with
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patagiaph D5, helow, the sepiriate groupings
ulindireet coats slocatad 1o wich mujur
function shall be aggreguted and treated as o

commuon pool for that function. The costs in
the common pool shall then be distributed to
individual awards included in that function
by use of a single indirec! cost rate.

¢. The distribution base used in computing
the indirect cost rate for each function may
be total direct costs (excluding capital
expenditures and other distorting items such
as major subcontrac's and subgrants), direct
salaries and wages, or other base which
resulls in an equitable distribution. The
distribution base shall generally exclude
participant support costs as defined in
paragraph 29, Attachment B. An indirect cosl
rale should be developed for each separate
indirect cost puol developed, The rale in each
case should be stated as the percentage
which the amount of the particular indirect
cosl pool is of the distribution base identified
with thal pool.

4. Direct allocation method.

4, Some nonprofit organizalions, treat all
costs as direct costs excepl general
dadministration and general expenses. These
organizations generally separate their costs
into three basic categories: (i) Ganeral
administration and general expenses, (ii)
fund raising, and (iii) other direct functions
(including projects performed under Federal
awards). Joint costs, such as depreciation,
renlal costs, operation and maintenance of
facilities, telephone expenses, and the like
are prorated individually as direct costs to
each category and to each award or other
aclivily using a base mostl appropriate to the
particular cost being prorated.

b. This method is acceptable provided each
joint cost is prorated using a base which
accurately measures the benefits provided to
each award or other activity. The bases must
be established in accordance with reasonable
criteria, and be supported by current data,
This method is compulible with the
Stundards of Accounting and Financial
Reporting for Voluntary Health and Welfare
Orgunizations issued jointly by the National
Health Council, Inc., the National Assembly
of Voluntary Health and Social Welfare
Organizations, and the United Way of
America.

c. Under this method, indirect costs consist
exclusively of general administration and
general expenses. In all other respects, the
organizalion's indirect cost rates shall be
computed in the same manner as thal
described in paragraph D.2 above.

5. Special indirect cost rates. In some
instances. a single indirect cost rate for all
activilies of an organization or for each major
function of the organization may not be
appropriate, since it would not take into
account those different factors which may
substantially affect the indirect costs
applicable to a particular segment of work.
For this purpose, a particular segment of
work may be thal performed under a single
award or it may consist of work under a
group of awards performed in a common
environment. The faclors may include the
physical location of the work, the level of
administrative support required, the nature of
the facilities or other resources employed, the
scientific disciplines or technical skills

involved, the organizational arrangements
used, or uny combination thereof. When a
particular segment of work is performed in an
environment which appears to generale a
significantly different level of indirect costs,
provisions should be made for a separate
indirect cost pool applicable to such work.
The separate indirect cost pool should be
developed during the course of the regular
allocation process, and the separate indirect
cost rate resulting therefrom should be used
provided it is determined thal (i) the rate
differs significartly from that which would
have been obtained under paragraph D.2, 3,
and 4 above, and (ii) the volume of work to
which the rate would apply is material.

E. Negotiation and Approval of Indirect Cost
Rates,

1. Definitions. As used in this section, the
following terms have the meanings set forth
below:

a. "Cognizant agency" means the Federal
agency responsible for negotiating and
approving indirect cost rates for a nonprofit
organizution on behalf of all Federal
agencies.

b. "Predetermined rate” means an indirect
cost rate, applicable to a specified curreht or
future period, usually the organization's fiscal
year. The rate is based on an estimate of the
cosls lo be incurred during the period. A
predetermined rate is not subject to
adjustment.

c. "Fixed rate" means an indirect cosl rate
which has the same characteristics as a
predetermined rate, except that the difference
between the estimated costs and the actual
costs of the period covered by the rate is
carried forward as an adjustment to the rate
computation of a subsequent period,

d. "Final rate" means an indirect cost rate
applicable to a specified past period which is
based on the actual costs of the period. A
final rate is noi subject to adjustment.

e. “Provisional rate” or billing rate means a
temporary indirect cost rate applicable to a
specified period which is used for funding,
interim reimbursement, and reporting indirect
costs on awards pending the establishment of
a final rate for the period.

f. "Indirect cost proposal' means the
docuimentation prepared by an organizalion
to substantiate its claim for the
reimbursement of indirect costs. This
proposal provides the basis for the review
and negotiation leading to the establishment
of an organization's indirect cost rate,

8. "Cost objective” means a function,
organizational subdivision, contract, grant, or
other work unit for which cost dala are
desired and for which provision is made to
accumulate and measure the cost of
processes, projects, jobs and capilalized
projects,

2. Negotiation and approval of rates,

a. Uniess different arrangements are
agreed to by the agencies concerned, the
Federal agency with the largest dollar value
of awards with an organization will be
designated as the cognizant agency for the
negotiation and approval of indirect cost
rates and, where necessary, other rates such
a3 fringe benefit and computer charge-out
rates. Once an agency is assigned cognizance
for a particular nonprofit organization, the

assignment will not be changed unless there
15 @ major long-term shift in the dollar volume
of the Federal awa; s to the organization. All
concerned Federal agencies shall be given the
opportunily to participate in the negotiation
process, but after a rate has been agreed
upon it will be accepted by all Federal
agencies. When a Federal agency has reason
to believe that special operating factors
affecting its awards necessitate special
indirect cos! rales in accordance with
paragraph D.5 above, it will, prior to the time
the rates are negotiated, notify the cognizant
agency.

b. A nonprofit organization which has nol
previously established an indirect cost rate
with a Federal agency shall submit its initial
indirect cost proposal to the cognizant
agency. The proposal shall be submitted as
soon as possible after the organization is
advised that an award will be made and, in
no event, later than three months after the
effective date of the award.

c. Organizations that have previously
established indirect cost rates must submit a
new indirect cost proposal to the cognizant
agency within six months after the close of
each fiscal year.

d. A predetermined rate may be negolialed
for use on awards where there is reasonable
assurance, based on past experience and
reliable projection of the organization's costs,
that the rate is not likely to exceed a rate
based on the organization's actual costs,

e. Fixed rates may be negotiated where
predetermined rates are not considered
appropriate. A fixed rate, however, shall not
be negotiated if (i) all or a substantial portion
of the organization's awards are expected to
expire before the carry-forward adjustment
can be made; (ii) the mix of Government and
non-government work at the organization is
too erratic to permit an equitable carry-
forward adjustment; or (jii) the organization's
operations fluctuate significantly from year to
year.

f. Provisional and final rates shall be
negotiated where neither predetermined nor
fixed rates are appropriate.

8. The results of each negotiation shall be
formalized in a written agreement between
the cognizant agency and the nonprolfil
organization, The cognizant agency shall
distribute copies of the agreement to all
concerned Federal agencies.

h. If a dispute arises in a negoliation of an
indirect cost rate between the cognizant
agency and the nonprofit organization, the
dispute shall be resolved in accordance with
the appeals procedures of the cognizant
agency.

i. To the extent that problems are
encountered among the Federal agencies in
connection with the negotiation and approval
process, the Office of Management and
Budget will lend assistance as required to
resolve such problems in a timely manner.

[Circular No. A-122]
Attachment B
Selectad Items of Cost

rable of Contents

1. Advertising costa
2. Bad debts
3. Bid and proposal costs (reserved)
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4. Bonding costs
5. Communicalion cosls
6. Compensation [or personal services
7. Conlingency provisions
8. Contributions
. Depreciation and use allowances
Donations
. Employee morale, health and welfare
costs and credits
12. Entertainment costs
13. Equipment and other capital expenditures
14. Fines and penalties
15. Eringe benefits
16. Idle facilities and idle capacity
17. Independent research and development
[reserved)
18. Insurance and indemnification
19. Interest, fund raising, and investment
munagement costs
20. Lubor relations costs
21. Losses on nther awards
22. Mainlenance and repair costs
23. Muterials and supplies
24. Meetings, conferences
25 Memberships, subscriptions, and
professional activity costs
26. Oryanizalion costs
27. Overtime, extra-pay shift, and multishift
premiums
28: Page charges in professional journals
29. Participant support costs
i0. Patent cosls
i1, Pension plans
32, Planl securily costs
33. Preaward costs
34, Professional service costs
35. Profits and losses on disposition of
depreciable property or other capital
assets
36. Public information service costs
37. Publication and printing costs
18. Rearrangement and alteralion costs
39. Reconversion costs
10. Recruiting costs
41. Relocalion costs
42, Renlal cosls
43, Royallies und other costs for use of
patents and copyrights
4. Severunce pay
45\ Specialized service facilities
46: Tuxes
47, Termination costs
48, Vraining #nd education costs
49, Transportetion costs
50" Travel costy

- D
-

[Cirnular No, A-122
Allachment B

Selected Items of Cost

Paragraphs 1 through 50 provide principles
lo be applied in establishing the allowability
of certain ilems of cost. These principles
apply whether a cost is treated as direct or
indirect. Failure to mention a particular item
of cost is nol intended [0 imply that it is
unallowable: rather determination as to
dllowability in each case should be based on
the treatment or principles provided for
similar or related items of cost,

1. Advertising costs.

. Adverlising costs mean the costs of
meudiu services and associated costs. Media
adverlising includes magazines, newspapers,
ridio and television programs, direct mail,
2xhibits, and the like,

b. The only advertising costs allowable are
those which are solely for (i) the recruitment
of'personnel when considered in conjunction
with all other recruitment costs, as set forth
in paragraph 40; (ii) the procurement of goods
and services; (iii) the disposal of surplus
malerials acquired in the performance of the
award except when organizations are
reimbursed for disposals at a predetermined
amount in accordance with Attachment N of
OMB Circular A-110; or (iv) specific
requirements of the award.

2. Bad debts. Bad debts, including losses
(whether actual or estimated) arising from
uncollectible accounts and other claims,
related collection costs, and related legal
costs, are vnallowable,

3. Bid and proposal costs. [reserved)

4. Bonding costs.

a. Bonding costs arise when the
Government requires assurance againsl
financial loss to itself or others by reason of
the act or default of the argunization, They
arise also in instances where the organization
requires similar assurance. Included are such
bonds as bid, performance, payment,
advance paymenl, infringement, and fidelity
bonds.

b. Costs of bonding required pursuant to
the terms of the awayd are allowable.

¢, Costs of bonding required by the
organization in the general conduct of its
operations are allowable to the extent that
such bonding is in accordance with sound
business practice and the rates and premiums
are reasonable under the circumstances.

5. Communication costs. Costs incurred for
telephone services, local and long distance
telephone calls, telegrams, radiograms,
postage and the like, are allowable.

6. Compensation for personal services.

a. Definition. Compensation for personal
services includes all compensation paid
currently or accrued by the organization for
services of employees rendered during the
period of the award (except as otherwise
provided in paragraph g, below). It includes,
but 1s not limited to, salaries, wages,
director's and executive committee member's
fees, incentive awards, fringe benefits,
pension plan costs, allowances for off-site
pay, incentive pay, location allowances,
hardship pay, and cost of living differentials,

b. Allowability. Except as otherwise
specifically provided in this paragraph, the
cos!s of such compensation are allowable to
the extent that:

(1) Total compensation to individual
employees is reasonable for the services
rendered and conforms to the established
policy of the organization consistently
applied to both Government and non-
Government activities; and

(2) Charges to awards whether treated as
direct or indirec! costs are determined and
supported as required in this paragraph.

. Reasonableness.

(1) When the organization is predominantly
engaged in activities other than those
spansored by the Government, compensation
for employees on Government-sponsored
work will be considered reasonable to the
extent that it is consistent with that paid for
similar work in the organization's other
activilies,

(2) When the organization is predominantly
engaged in Government-sponsored activilies

and in cases where the kind of employees
required for the Government activilies are
not found in the organization's other
activilies, compensation for employees on
Government-sponsored work will be
considered reasonable tc the extent that it is
comparable to that paid for similar work in
the labor markets in which the organization
competes for the kind of employees involved.

d. Special considerations in determining
allowability. Certain conditions require
special consideration and possible limitations
in determining costs under Federal awards
where amounts or types of compensation
appear unreasonable. Among such conditions
are the following:

(1) Compensation to members of nonprofit
organizations, trustees, directors, associales.
officers, or the immediate families thereof,
Determination should be made that such
compensation is reasonable for the actual
personal services rendered rather than a
distribution of earnings in excess of costs.

(2) Any change in an organization's
compensation policy resulting in a
substantial increase in the organization's
level of compensation, particularly when it
was concurrent with an increase in the ratio
of Government awardg .0 other activities of
the organization or any change in the
treatment of allowability of specific types of
compensation due to changes in Governmen!
policy.

e. Unallowable costs, Costs which are
unallowable under other paragraphs of this
Altachment shall not be allowable under this
paragraph solely on the basis that they
constitute personal compensation.

f. Fringe benefits.

(1) Fringe benefits in the form of regular
compensation paid to employees during
periods of authorized absences from the job,
such as vacation leave, sick leave, military
leave, and the like, are allowabie provided
such costs are absorbed by all organization
activities in proportion to the relative amount
of time or effort actually devoted to each.

(2) Fringe benefits in the form of employer
contributions or expenses for social security,
employee insurance, workmen's
compensation insurance, pension plan costs
(see paragraph g. below), and the like, are
allowable provided such benefits are granted
in accordante with established writlen
organization policies. Such benefits whether
treated as indirect costs or as direct costs,
shall be distribui=d tn particular awards and
other activities in a manner consistent with
thie pattern of benefits accruing to the
individuals or group of employees whose
salaries and wages are chargeable to such
awards and other activities.

(3)(a) Provisions for a reserve under a self-
insurance program for unemployment
compensation or workers' compensation are
allowable to the extenl that the provisions
represent reasonable estimates of the
liabilities for such compensation, and the
types of coverage, extent of coverage, and
rates and premiums would have been
allowable had insurance been purchased o
cover the risks. However, provisions for self-
insured liabilities which do not become
payable for more than one year after 1he
provision is made shall not exceed the
present value of the liability,
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(b) Where an organization follows a
consistent policy of expensing actual
paymenls lo, or on behalf of, employees or
former employees for unemployment
compensation or workers' compensation,
such payments are allowable in the year of
payment with the prior appraval of the
awarding agency provided they are allocated
to all activities of the organization,

(4] Costs of insurance on the lives of
trustees, officers, or ather employees holding
positions of similar responsibility are
allowsble only to the extent that the
insurance represents additional
compensation. The costs of such insurance
when the organization is named as
beneficiary are unallowable.

8. Pension plan costs.

(1) Casts of the organization's pension plan
which are incurred in accordance with the
established policies of the organization are
allowable, provided:

(a) Such policies meel the lest of
reasonableness;

(b) The methods of cost allocation are not
discriminatory:

(c) The cost assigned to each fiscal year is
determined in accordance with generally
accepted accounting principles as prescribed
in Accounting Principles Board Opinion No. 8
issued by the American Institute of Certified
Public Accountants; and

(d) The costs assigned to a given fiscal year
are funded for all plan participants within six
months after the end of that year. However,
increases to normal and past service pension
cusls caused by a delay in funding the
actuanial liability beyond 30 days after each
quarter of the year to which such costs are
assignable are unallowable.

{2) Pension plan termination insurance
premiums paid pursuant to the Employee
Retirement Income Security Act of 1974 (Pub.
L. 93-408) are allowable. Late payment
charges on such premiums are unallowable,

(3) Excise taxes on accumulated funding
deficiencies and other penalties imposed
under the Employee Retirement Income
Security Act are unallowable,

h. Incentive compensation. Incentive
compensation lo employees based on cost
reduction, or efficient performance,
suggestion awards, salety awards, etc., are
allowable 1o the extent that the overall
compensation is determined to be reasonable
and such costs are paid or accrued pursuant
lo an agreement entered into in good faith
belween the organization and the employees
before the services were rendered, or
pursuant to an established plan followed by
the organization so consistently as to imply,
in effect, an agreement to make such
payment,

i. Overtime, extra pay shift, and multishift
premiums. See paragraph 27.

j. Severance pay. See paragraph 44,

k. Training and education costs. See
paragraph 48.

l. Support of salaries and wages.

(1) Charges to awards for salaries and
wages, whether treated as direct costs or
indirect costs, will be based on documented
payrolls approved by a responsible official(s)
of the organization. The distribution of
salaries and wages to awards must be
supported by personnel activity reports as

prescribed in subparagraph (2) below, except
when a substitute system has been approved
in writing by the the cognizant agency. (See
paragraph E.2 of Attachment A)

(2) Reports reflecting the distribution of
activity of eack employee must be
maintained for all staff members
(professionals and nonprofessionals) whose
compensation is charged, in whole or in part,
directly to awards. In addition, in order to
support the allocation of indirect costs, such
reports must also be maintained for other
employees whose work involves two or more
funcitons or activities if a distribution of their
compensation between such functions or
activities is needed in the aetermination of
tiie organization’s indirect cost rate(s) (e.g..
an employee engaged part-time in indirect
cost activities and part-time in a direct
function), Reports maintained by nonprofit
organizations to satisfy these requirements
must meet the following standards:

{a) The reports must reflect an after-the-
fact determination of the actual activity of
each employee. Budget estimates (i.e.,
estimales determined before the services are
performed) do not qualify as support for
charges to awards.

(b) Each report must account for the total
activity for which employees are
compensated and which is required in
fulfillment of their obligations to the
organization.

{c) The reports must be signed by the
individual emplcyee, or by a responsible
supervisory official having first hand
knowledge of the activities performed by the
employee, that the distribution of activity
represents a reasonable estimate of the
actual work performed by the employee
during the periods covered by the repoits.

(d) The repurts must be prepared at least
montkiy and must coincide with one or more
pay periods,

(3) Charges for the salaries and wages of
nonprofessional employees, in addition to the
supporting documentation described in
subparagraphs (1) and (2) above, must also
be supported by records indicaling the total
number of hours worked each day
maintained in conformance with Department
of Labor regulations implementing the Fair
Labor Standards Act 29 CFR Part 516). For
this purpose, the term “nonprofessional
employee' shall have the same meaning as
“nonexempt employee," under the Fair Labor
Standards Act.

(4) Salaries and wages of employees used
in meeting cost sharing or matching
requirements on awards must be suppoited in
the same manner as salaries and wages
claimed for reimbursement from awarding
agencies.

7. (Jontingency provisions. Contributions to
4 conlin.ency reserve or any similar
provision made [or events the occurrence of
which cannot be foretold with certainty as to
time, intensity, or with an assurance of their
happening, are unallowable. The term
“contingency reserve' excludes self-
insurance reserves (see paragrapn 6.[.(3) and
18.a.(2)(d)): pension funds (see paragraph
B.(g)): and reserves for normal severance pay
(see paragraph 44.(b)(1).

8. Contiibutions. Contributions and
donations by the organization to others are
unallowable.

9. Depreciation and use allowances.

&. Compensation for the use of buildings.
other capital improvements, and equipment
on hand may be made through use
allowances or depreciation. However, except
as provided in paragraph [, below a
combination of the two methods may not be
used in connection with a single class of
fixed aesets (e.g., buildings, office equipment,
compuler equipment, etc.).

b. The computation of use allowances or
depreciation shall be based on the
acquisition cost of the assets involved. The
acquisition cost of an asset donated to the
organization by a third party shall be its fair
market value at the time of the donation.

c. The computation of use allowances or
depreciation will exclude.

(1) The cost of land;

(2) Any portion of the cost of buildings and
equipment borne by or donated by the
Federal Covernment irrespective of where
title was originally vested or where it
presently resides; and

(3) Any portion of the cost of buildings and
equipment contributed by or for the
organization in satisfaction of a statutory
matching retirement.

d. Where the use allowance method is
followed, the use allowance for buildings and
improvement (including land improveme.its
such as paved parking areas, fences, and
sidewalks) will be computed at an annual
rate not exceeding two percent of acquisition
cost. The use allowance for equipment will
be computed at an annual rate not exceeding
six and two-thirds percent of acquisition cost,
When the use allowance method is used for
buildings, the entire building must be treated
as a single asset; the building's components
(e.g. plumbing system, heating and air
conditioning, etc.) cannot be segregated from
the building's shell. The two percent
limitation, however, need no« be applied to
equipment which 18 merely attached or
fastened to the building but not permanently
fixed to it and which is used as furnishings or
decorations or for specialized purposes (e.g..
dentist chairs and dental treatment units,
couriters, laboratory benches bolted to the
flocr. dishwashers, carpeting, etc.). Such
equ 2iment will be considered as not being
par=saiatly fixed to the building if it can be
remd ;- without the need for costly or
extensive alterations or repairs to the
building or the equipment. Equipment thal
meets these criteria will be subject to the six
and twa-thirds percent equipment use
allowance limitation.

e. Where depreciation method is followed,
the period of useful service (useful life}
established in each case for usable capital
assets must take into congideration such
factors as type of construction, nature of the
equipment used, technological developments
in the particular program area, and the
renewal and replacement policies followed
for the the individual items or classes of
assets involved. The method of depreciation
used to assign the cost of an asset (or group
of assets) to accounting periods shall reflect
the pattern of consumption of the asset
during its useful life. In the absence of clear
evidence indicating thal the expected
consumption of the asset will be significantly
greater or lesser in the early portions of its
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eelul [ife than in the later portions, the
straight-line method shall e presumed 1o be
the appropriate method. Depreciation
methods once used shall not be changed
unless approved in advance by the cognizant
Federal agency. When the depreciation
metnod is introduced for application to assets
previously subject to a use allowance, the
combination of use allowances and
depreciation applicable to such assets must
not exceed the total acquisition cost of the
assets. When the depreciation method is used
for buildings, a building's shell may be
segregaled from each building component
(e.g.. plumbing system, heating, and air
conditioning system, etc.) and each ilem
deprecialed over its estimated useful life: or
the entire building (i.e.. the shell and all
tomponents) may be treated as a single asset
and depreciated over a single uselul life.

. When the depreciation method is used
for a particular class of assets, no
depreciation may be allowed on any such
assels thal, under paragraph e. above, would
be viewed s fully deprecialed. However. a
reasonable use allowance may be negotiated
for such assets if warranted after taking into
consideration the amaunt of depreciation
previously charged to the Government, the
estimated useful life remaining at lime of
negotiation, the effect of any increased
muintenance charges or decreased efficiency
due lo age. and any other fuclors pertinent to
the utilization of the asset for the purpoge
contemplated,

8. Charges for use allowances or
depreciation must be supported by adequate
property records and physical inventories
musl be taken al least once every two years
(a statistical sampling basis is acceptable) lo
ensure thal assets exist and are usable and
needed. When the depreciation method is
followed, adequate depreciation records
indicating the amount of depreciation taken
each period must also be maintained

10, Donations

a. Services received,

{1) Donated or volunteer servines may be
furnished to an organization by professicnal
and technical personnel, consultants, and
other skilled and unskilled labor, The value
of these services is not reimbursable :ither as
a direcl or indirect cos!,

{2) The value of donated services utilized
in the performance of a direct cost activily
shall be considered in the delermination of
the organization's indirect cost rate(s] and,
accordingly, shall be allocated a
proportionale share of applicable indirect
costs when the following circumstances exist:

(a) The aggregate value of the services is
malerial;

(b) The services are supported hy a
significant amount of the indirect costs
incurred by the organization;

(c) The direct cost activity is not pursued
primarily for the benefit of the Federal
Government.

(3} In those instances where there ‘s no
basis for determining the fair market value of
the services rendered, the recipient and the
cognizant agency shall negotiate an
appropriate allocation of indirect cost to the
services,

(4) Where donated services directly benefit
a project supported by an award, the indirect

costs allocated to the services wi'l be
considered as a part of the total costs of the
project, Such indirect costs may be
reimbursed ander the award or used to meet
cos! sharing or matching requirements.

{5) The value of the donated services may
be used to meet cost sharing or matching
requirements under conditions described in
Attachment E, OMB Circular No. A-110.
Where donated services are treated as
indirect costs, indirect cost rates will
separate the value of the donations so that
reimbursement will not be made.

(6) Fair markel value of donated services
shall be computed as follows:

(a) Aates for volunteer services, Rates for
volunteers shall be consistent with those
regular rates paid for similar work in other
activities of the organization. In cases where
the kinds of skills involved are not found in
the other activities of the organization, the
rates used shall be consistent with those paid
for similar work in the labor market in which
the organization competes for such skills,

(b) Services donated by other
organizations. When an employer donates
the services of an employee, these services
shall be valued at the employee's regular rate
of pay (exclusive of fringe benefits and
indirect costs) provided the sarvices are in
the same skill for which the employee is
normally paid. If the servizes are not in the
same skill for which the employee is normally
paid, fair market value shall be computed in
accordance with subparagraph (a) above.

b. Goods and space.

(1) Donated goods; i.e., expeadable
personal property/supplies, and donsted use
of space may be furnished to an organization.
The value of the gouds and space is not
reimbursable either as a direct or indirect
coslt.

(2) The value of the donations may be used
lo meet cost sharing or matching share
requirements under the conditions described
in Attachment E, OMB Circular No. A-110.
The value of the donations shall be
determined in accordance with Attachment
E. Where donations are treated as indirect
costs, indirect cost rates will separate the
value of the donations so that reimbursement
will not be made.

11. Eiaployee morale, health, and welfare,
costs and credits. The costs of house
pubiications, health or first-aid clinics, and/
or infirmaries, recreational activities,
employees' counseling services, and other
expenses incurred in accordance with the
organization's established practice or custom
for the improvement of working conditions,
employer-employee relations, employee
morale, and employee performance are
allowable. Such costs will be equitably
apportioned to all activities of the

organization. Income generated from any of
these activities will be credited to the cost
thereof unless such income has been
irrevocably set over to employee welfare
organizations,

12. Entertainment costs. Costs of
amusement, diversion, social activities,
ceremonials, and costs relating thereto, such
as meals, lodging, rentals, transportation, and
gratuities are unallowable (Lut see
paragraphs 11 and 25).

13. Equipi tent and other capital
expenditures,

a. As used in this paragraph, the following
terms have the meanings set forth below:

(1) "Equipment” means an article of
nonexpendable tangible personal property
having a useful life of more than two years
and an acquisition cost of $500 or more per
unit, An organizalion may use ils own
definition provided that it at least includes all
nonexpendable tangible personal property as
defined herein.

(2) "Acquisition cost” means the net
invoice unit price of an item of equipment,
including the cost of any modifications,
altachmente, accessories, or auxiliary
apparatus necessary to make it usable for the
purpose for which it is acquired. Ancillary
charges, such as taxes, duty, protective in-
transit insurance, freight, and installation
shall be included in or excluded from
acquisition cost in accordance with the
organization's regular written accounting
practices.

(3) "Special purpose equipment” means
equipment which is usable only for research,
medical, scientific, or technical activities.
Examples of special purpose equipment
include microscopes, x-ray machines, surgical
instruments, and spectromelers.

(4) “General purpose equipment” means
equipment which is usable for other than
research, medical, scientific, or technical
activities, whether or not special
modifications are needed to make them
suitable for a particular purpose. Examples of
general purpose equipment include office
equipment and furnishings, air conditioning
equipment, reproduction and printing
equipment. motor vehicles, and automatic
data processing equipment,

b. (1) Capital expenditures for general
purpose equipment are unallowable as a
direct cost except with the prior approval of
the awarding agency.

(2) Capital expenditures for special purpose
equipment are allowable as direct costs
provided that items with a unit cost of $1000
or more have the prior approval of the
awarding agency.

c. Capital expenditurcs for land or
buildings are unallowsnble as a direcl cost
except with the prior approvai of the
awarding agency.

d. Capitai expenditures for improvements
to land, buildings, or equipment which
materially increase their value or useful life
are unallowable as a direct cost except with
the prior approval of the awarding agency.

e. Equipment and other capital
expenditures are unallowable as indirect
costs. However, see paragraph 9 for
allowability of use allowances or
depreciation on buildings, capital
improvements, and equipment. Also, see
paragraph 42 for allowability of rental costs
for land, buildings, and equipment.

14. Fines and penalties. Cos!s of fines and
penalties resulting from violations of, or
failure of the organization to comply with
Federal, State, and local lawe and regulations
are unallowable except when incurred as a
result of compliance with specific provisions
of an award or instructions in writing from
the awarding agency.

15. Fringe benefits. See paragraph 6. f.

16. /dle facilities and idle capacity.

a, As used in this paragraph the following
terms have the meanings set forth below:
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(1) "Facilities" means land and buildings or
uny portion thereof, equipment individually
ar collectively, or uny other tungible cupitul
assel, wherever located, und whether owned
or leased by the orgunization,

(2) "ldle facilities" means completely
unused facilities thut are excess lo the
orgunization's current needs,

(3) “Idle capacity" means the unused
capacily of partially used facilities. It is the
difference between that which a facility
could achieve under 100 per cent operating
time on a one-shift basis less operaling
interruptions resulting from time lost for
repairs, setups, unsatisfactory materials, and
other norma! delays, and the extent to which
the facility was actuallv used to meet
demands during the uccounting period. A
multishift basis may be used if it can be
shown that this amount of usage could
normally be expected for the type of facility
involved.

[4) "Costs of idle facilities or idle capacity"
means cosls such as maintenance, repair,
housing, rent, and other related costs; e.g.,
property taxes, insurance, and depreciation
or use ullowances,

b. The costs of idle facilities are
unallowable excepl to the extent that:

(1) They are necessary o meet fluctuations
in workload; or

(2) Although not necessary to meet
fluctuations in workload, they were
necessary when acquired and are now idle
because of changes in program requirements,
efforts Lo achieve more economical
operalions, reorganization, termination, or
other causes which could not have been
reasonably Toreseen. Under the exception
staled in this subparagraph, costs of idle
facilities are allowable for a reasonable
period of time, ordinarily not to exceed one
yvear, depending upon the initiative taken lo
use, lease, or dispose of such facilities (but
see paragraphs 47.0. and d.).

c. The costs of idle capacity are normal
cnsts of doing business and are a factor in the
nermal [luctuations of usage or indirect cost
rates from period to period. Such costs are
allowable, provided the capacity is
reasonably anticipated to be necessary or
was originally reasonable and is nol subject
to reduction or elimination by subletting,
renting, or sale, in accordance with sound
business, economics, or security practices.
Widespread idle capacity throughout an
entire [acility or among a group of assets
having substantially the same function may
be idle facilities.

17. Independent research and development
|Reserved).

18. /Insurance and indemnification.

a. Insurance includes insurance which the
arganization is required to carry, or which is
approved, under the terms of the award and
any other insurance which the organization
maintains in connection with the general
conduct of its operations. This paragraph
does nol apply to insurance which represents
fringe benefits for empfoyees (see paragraph
6.f. and 8.g.(2)).

(1) Costs of insurance required or
approved, and maintained, pursuant to the
award are allowable.

(2] Costs of other insurance maintained by
the organization in connection with the

general conduct of its operalions are

iullowable subject to the following limitations.

{u] Types and extent of coverage shall be
in uccordance with sound business practice
and the rates and premiums shall be
reasonable under the circumstances.

(b) Costs allowed for business interruption
or other similar insurance shall be limited to
exclude coverage of management feea.

(c) Costs of insurance or of any provisions
for a reserve covering the risk of loss or
damage to Government properly are
allowable only to the extent that the

organization is liable for such loss or damage.

(d) Provisions for a reserve under a self-
insurance program are allowable to the
extent that types of coverage, extent of
coverage, rates, and premiums would have
been allowed had insurance been purchased
to cover the risks. However, provision for
known or reasonably estimated self-insured
liabilities, which do not become payable for
more than one yeuar after the provision is
made shall not exceed the present value of
the liability.

(e] Costs of insurance on the lives of
trustees, officers, or other employees holding
positions of similar responsibilities are
allowable only to the extent that the
insurance represents additional
compensation (see paragraph 61, The cost of
such insurance when the organization is
identified as the beneficiary is unallowable.

(3) Actual losses which could have been
covered by permissible insurance (through
the purchase of insurance or a self-insurance
program) are unallowable unless expressly
provided for iz the award, except:

(a]) Costs incurred because of losses nol
covered under nominal deductible insurance
coverage provided in keeping with sound
business practice are allowablg,

(b) Minor losses not covered by insurance,
such as spoilage, breakage, and
disappearance of supplies, which occur in the
ordinary course of operations, are allowable.

b. Indemnification includes securing the
organization against liabilities to third
persons and any other loss or damage, nol
compensated by insurance or otherwise. The
Government is obligated to indemnify the
organization only 'o the extent expressly
provided in the award.

19. Interest. fund raising, and investment
management costs.

a. Cosls incurred for interest on borrowed
capital or temporary use of endowment

funds, however represented, are unallowable,

b, Costs of organized fund raising,
including financia! campaigns, endowment
drives, solicitation of gifts and bequests, and
similar expenses incurred solely to raise
capital or obtain contributions are
unallowable.

c. Costs of investment counsel and staff
and similar expenses incurred solely to
enhance income from investments are
unallowable.

d. Fund raising and investment activities
shall be allocated an appropriate share of
indirect costs under the conditions described
in paragraph B of Altachment A,

20. Labor relations costs. Costs incurred in
maintaining satisfactory relations between
the organization and its employeces, including
costs of labor management committees,

employee publications, and other reluted
activitles ure allowable.

21. Loskes un other uwards. Any excess of
costs over Income on any uward s
unallowable as a cost of uny other sward,
This includes, but is not limited 1o, the
organization's contributed portion by reason
of cost sharing agreements or any
underrecoveries through negotiation of lump
sums for, or ceilings on, indirect coats.

22, Maintenance and repair cogts. Costa
incurred for necessary maintenance, repair,
or upkeep of buildings and equipment
(including Government property unless
otherwise provided for] which neither add to
the permanent value of the property nor
appreciably prolong its intended life, but
keep it in an efficient operating condition, are
allowable. Costs incurred for improvements
which add to the permanent value of the
buildings and equipment or appreciably
prolong their intended life shall be treated as
capital expenditures (see paragraph 13).

23. Materials and supplies. The costs of
materials and supplies necessary to carry out
an award are allowable. Such costs should be
charged at their actual prices after deducting
all cash discounts, trade discounts, rebates,
and allowances received by the organization.
Withdrawals from general stores or
stockrooms should be charged at cost under
any recognized method of pricing
consistently applied. Incoming transportation
charges may be a proper part of material
cost. Materials and supplies charged as a
direct cost should include only the muterials
and supplies actually used for the
performance of the contract or grant, and due
credit should be given for any excess
malerials or supplies retained, or returned to
vendors.

24, Mzetings. conferences.

a, Costs associated with the conduct of
meetings and conferences, include the cost of
renting facilities, meals, speakers' fees, and
the like, But see paragraph 12, Entertainment
costs, and paragraph 28, Participant support
costs,

b. To the extent that these costs are
identifiable with a particular cost objective,
they should be charged to that objective. (See
paragraph B. of Attachment A.) These costs
are allowable provided that they meet the
general tests of allowability, shown in
Attachment A to this Circular,

c. Costs of meetings and conferences held
to conduct the general administration of the
organization are allowable,

25. Memberships, subscriptions, and
professional activity costs.

a. Cosis of the organization's membership
in civic, business, technical and professional
organizations are allowable,

b. Costs of the organization's subscriptions
to civic, husiness, professional, and technical
periodicals are allowable.

c. Costs of attendance al meciings and
conferences sponsored by others when the
primary purpose is the dissemination of
technical information, are allowatle, This
includes costs of meals, transportation, and
other items incidental to such attendance.

28. Organization costs. Expenditures, such
as incorporation fees, brokers' fees, fees (o
promolers, organizers or management
consultants, attorneys, accountants, or
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Investmenl counselors, whether or not
employees of the arganization, in connection
with establishment or reorganization of an
nrganization, are unallowable except with
prior approval of the awarding agency,

27, Overtime, extra-pay shift, and
multishift premiums. Premiums for overtime,
extra-pay shifts, and multishift work are
allowabls only with the prior approval of the
awarding agency except:

a. When necessary to cope with
emergencies, such as those resulling from
accidents, natural disasters, breakdowns of
equipment, or occasional operational
bottlenecks of a sporadic nalure.

b. When employees are parforming indirect
functions such as administration,
mainlenance, or accounting,

c. In the performance of tests, laboratory
procedures, or other similar operations which
are conlinuous in nature and cannol
reasonably be interrupted or otherwise
completed.

d. When lower overall cost to the
Government will result.

28. Page charges in professional journals.
Page charges for professional journal
publications are allowable as a necessary
part of research costs, where:

a, The research papers report work
supported by the Government: and

b. The charges are levied impartially on all
research papers published by the journal,
whether or not by Government-sponsored
authors.

29. Participant support costs. Participant
supporl costs are direct costs for {tems such
ds slipends or subsistence allowances, Iravel
allowances, and registration fees paid to or
on behalf of participants or trainees (but not
employees) in connection with meetin
conferences, symposia, or training projccts,
These costs are allowable with {he prior
approval ol the awarding agency.

10, Patent costs.

a, Costs of (i) preparing disclosures,
reports, und other documents required by the
award and of searching the art to the extend
necessary to make such disclosures, (ii)
preparing documents and any other patent
costs in connection with the filing and
prosecution of a United stales palent
application where title or royalty-free license
is required by the Government to be
conveyed b the Government, and (iii) general
counseling services relating to patent and
copyrighi matlers, such as advice on patent
and copyright laws, regulations, clauses, and
employze agreements are allowable (but see
paragraph 34).

b, Cost of preparing disclosures, reports,
and other documents and of searching the art
to the extent necessary to make disclosures,
if not required by the award, are
unallowable. Costs in connection with (i)
filing and prosecuting any foreign patent
application, or (i) any United States patent
application, where the award does not
require conveying title or a royalty-free
license to the Government, are unallowable
[also see paragraph 43),

31. Pension plans. See paragraph 6. g.

32. Plant security costs. Necessary
expenses incurred to comply with
Government security requirements or for
facilities protection, including wages,

uniforms, and equipment \f personnel are
allowable.

33. Preaward costs. Preaward costs are
those incurred prior to the effective date of
the-award directly pursuant to the
negotiation and in anticipation of the award
where such costs iz necessary to comply with
the proposed delivery schedule or period of
performance. Such costs are allowable only
to the extent that they would have been
allowable if incurred after the date of the
award and only with the written approval of
the awarding agency.

34. Professional service costs,

a, Costs of professional and consultant
services rendered by persons who are
members of a particular profession or possess
a special skill, and who are not officers or
employees of the organization, are allowable,
subject to b, ¢, and d, of this paragraph when
reasonable in relation to the services
rendered and when not contingent upon
recovery cf the costs from the Goverpment.

b. Ir determing the allowability of custs in
a particular case, no single factor or any
special combination of factors is nizcessarily
determinative. However, the following
factors are relevant:

(1) The nature and scope of the service
rendered in relation to the service required

(2) The necessity of contracting for the
service, considering the organization's
capability in the particular area.

(3) The past pattern of such costs,
particularly in the years prior to Government
awards,

(4) The impact of Government awards on
the organization's business (i.e., what new
problems have arisen),

(5) Whether the proportion of Government
work to the organization's total business is
such as to influence the organization in favor
of incurring the cost, particularly where the
services rendered are not of a continuing
nature and have little relationship to work
under Government grants and contracts,

(6) Whether the service can be performed
more economically by direct employment
rather than contracting,

(7) The qualifications of the individual or
concern rendering the service and the
customary fees charged, especially on non-
Government awards,

(8) Adequacy of the contractual agreement
for the service (e.g., description of the service,
estimate cf time required, rate of
compensation, and termination provisions),

¢. In addition to the factors in paragraph b
above, retainer fees to be allowable must be
supported by evidence of bona fide services
avaiable or rendered,

d. Cost of legal, accounting, and consulling
services, and related costs incurred in
connection with defense of antitrust suits,
and the prosecution of claims against the
Government, are unallowable. Costs of legal,
accounting and consulting services, and
related costs, incurred in connection with
patent infringement litigation, organization
and reorganization, are unallowable unless
otherwise provided for in the award (but see
paragraph 47e).

35. Profits and losses on disposition of
depreciable property or other capital assets,

a. (1) Gains and losses on sale, retirement,
or other disposition of depreciable property

shall be included in the year in which hey
occur as credits or charges to cost grouping(s)
in which the depreciation applicable to such
property was included. The amount of the
galn or loss o be included as a credit or
charge to the appropriale cost grouping(s)
shall be the difference between the amonnt
realized on the property and the
undepreciated basis of the property,

(2) Gains and losses on the disposition of
depreciable property shall not be recognized
as a separate credit or charge under the
following conditions.

(2) The gain or loss is processed through a
deprecjation reserve account and is reflected
in the depreciation allowable under
paragraph 9,

(b) The property is given in exchange as
part of the purchase price of a similar item
and the gain or loss is taken into account in
determining the depreciation cost basis of the
new item.

(c) A loss results from the failure to
maintain permissible insurance, except as
otherwise provided in paragraph 18.a.(4).

(d) Compensation for the uge of the
property was provided through use
allowances in lieu of depreciation in
accordarice with paragraph 9.

iej Gains and losses arising from mass or
extraordinary sales, retirements, or other
dispositions shall be considered on a case-
by-case basis.

b. Gains or losses o/ any nature arsing
from the sale or exchange of property other
than the property coverad in paragraph a.
above shall be excluded in computing award
costs,

36. Public information service custs.

a. Public information service costs include
the cost associated with pamphlets, news
releases, and other forms of information
services. Such costs are normally incurred to:

(1) Inform or instruct individuals, groups, or
the general public.

(2) Intereat individuals or groups in
participating in a service program of the
organization,

(3) Disseminate the results of sponsored
and nonsponsored activities,

b. Pubiic information service costs are
allowable as direct costs with the prior
approval of the awarding agency. Such cosls
are unallowable as indirect costs,

37. Publication and printing costs.

a. Publication costs include the costs of
printing (including the processes of
composition, plate-making, press work,
binding, and the end products produced by
such processes), distribution, promotion,
mailing, and general handling.

b. If these costs are riot identifiable with a
particular cost objective, they should be
allocated as indirect cozis to all benefiting
activities of the organization.

c. Publication and printing costs are
unallowable as direct costs except wi'h the
prior approval of the awarding agency.

d. The cost of page charges in journals is
addressed paragraph 28.

38 Rearrangement and alteration costs.
Costs incurred for ordinary or normal
rearrangement and alteration of facilities are
allowable. Special arrangement and
alteration costs incurred specifically for the
project are allowable with the prior approval
of the awarding agency.

-
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38 Reconversion costs, Costa incurred in
the restoration or rehebilitation of the
organization's facilities to approximately the
same condition existing immediately prior lo
commencement of Government awards, fair
wear and tear excepled, are allowable.

40. Recruiting costs. The following
recruiting costs are allowable: cost of "help
wanted" advertising, operating costs of an
employment office, costs of operating an
educational testing program, iravel expenses
including food and lodging of employees
while engaged in recruiting personnel, travel
custs of applicants for interviews for
prospective employment, and relocation costs
incurred incident to recruitment of new
employees (see paragraph 41c). Where the
organization uses employment agencies,
costs not in excess of standard commercial
rales for such services are allowable.

41, Relocation costs.

a, Relocation costs are costs incident to the
permanent change of duty assignment (for an
indefinite period or for a staled period of not
less than 12 months) of an existing employee
or upon recruitment of a new employee.
Relocation costs are allowable, subject to the
limitation described in paragraphs b, ¢, and d,
below, provided that:

(1) The move is for the benefit of the
employer.

(2) Reimbursement to the employee is in
accoraance with an established written
policy consistently followed by the employer.

(3) The reimbursement does not exceed the
employee's actual (or reasonably estimaled )
expenses.

b. Allowable relocation costs for current
employees are limited to the following:

(1) The costs of transportation of the
employee, members of his immediate family
and his household, and personal effacts to the
new location,

(2) The costs of finding a new home, such
as advance trips by employees and spouses
to locate living quarters and temporary
lodging during the transition period, up to a
maximum period of 30 days, including
advance Irip time.

(3) Closing costs, such as brokerage, legal,
and appraisal fees, incident to the disposition
of the employee’s former home. These costs,
together with those described in (4) below,
are limited to 8 per ceni of the sales price of

' the employee's former home,

{4) The continuing costs of ownership of
the vacant former home after the settlement
or lease date of the employee's new
permanent home, such as maintenance of
buildings and grounds (exclusive of fixing up
expenses), utilities, taxes, and property
insurance,

{5) Other necessary and reasonable
expenses normally incident to relocation,
such as the costs of cancelling an unexpired
lease, disconnecting and reinstalling
household appliances. and purchasing
insurance against loss of or damages to
personal property. The cost of cancelling an
unexpired lease is limited to three times the
monthly rental,

c. Allowable relocation costs for new
employees are limited to those described in
(1) and (2) of paragraph b. above. When
relocation costs incurred incident to the
recruitment of new employees have been

allowed either a8 a direct or indirect cost and
the employee resigns for reasons within his
control within 12 months after hire, the
organization shall refund or credit the
Government for its share of the cost.
However, the costs of travel lo an overseas
location shall be considered travel costs in
accordance with paragraph 50 and not
relocation costs for the purpose of this
paragraph if dependents are not permitted at
the localion for any reason and the costs do
not include costs of transporting household
goods,

d. The following costs related to relocation
are unallowable:

(1) Fees and other costs associated with
acquiring a new, home.

(2) A loss on the sale of a former home.

(3) Continuing mortgage principal and
interest payments on a home being sold.

(4) Income taxes peid by an employee
related to reimbursed relocation costs.

42, Rental costs.

a, Subject to the limitations described in
paragraphs b. through d. of this paragraph,
rental costs are allowable to the extent that
the rates are reasonable in light of such
factors as: rental costs of comparable
property, if any; market conditions in the
area; alternatives available; and the type, life
expectancy, condition, and value of the
property leased.

b. Rental costs under sale and leaseback
arrangements are allowavle only up (o the
amount that would be allowed had the
organization continued to own the property.

c. Rental costs under less-than-length
leases are allowable only up to the ‘mount
that would be allowed had title to the
property vested in the organization. For this
purpose, a less-than-arms-length lease is one
under which one party to the lease agreement
is able to control or substantially influence
the actions of the other. Such leases include,
but are not limited to those between (i)
divisions of an organization; (ii) organizations
under common control through common
officers, directors, or members; and (iii) an
organization and a director, trustee, officer,
or key employee of the organization or his
immediate family either directly or through
corporations, trusts, or similar arrangements
in which they hold a controlling interast.

d. Rental costs under leases which create a
material equity in the leased property are
allowable only up to the amount that would
be allowed had the organization purchased
the property on the date the lease agreement
was executed; e.g., depreciation or use
allowances, maintenance, taxes, insurance
but excluding interest expense and other
unallowable costs. For this purpose, a
malerial equity in the properly exists if the
lease in noncancelable or is cancelable only
upon the occurrence of some remote
contingency and has one or more of the
following characteristics:

(1) The organization has the right to
purchase the property for a price which at the
beginning of the lease appears to be
substantially less than the probable fair
market value at the time it is permitted to
purchase the property (commonly called a
lease with a bargain purchase option];

(2) Title to the property passes to the
organization at some time during or after the
lease period;

(3) The term of the lease (initial term plus
periods cuvered by bargain renewal oplions,
if any) is equal to 75 per cent or more of the
economic life of the leased property; i.e.. the
period the properly is expected to be
economically usable by one or more users,

43. Royalties and other costs for use of
patents and copyrights.

a. Royalties on a patent or copyright or
amortization of the cost of acquiring by
purchase a copyright, patent, or righta
thereto, necessary for the proper performance
of the award are allowable unless:

(1) The Government has a license or the
right to free use of the patent or copyright.

(2) The patent or copyright has been
adjudicated to be invalid, or has been
administratively determined to be invalid.

(3) The patent or copyright is considered to
be unenforceable.

(4) The patent or copyright is expired.

b. Special care should be exercised in
determining reasonableness where the
royalties may have been arrived al as a result
of less then arm's length bargaining; e.g.:

(1) Royalties paid to persons, including
corporations, affiliated with the organization,
(2) Royalties paid to unaffiliated parties,
including corporations, under an agreement
entered into in contemplation that a
Government award would be made.

(3) Royalties paid under an agreement
entered into after an award is made to an
organization.

c. In any case involving a patent or
copyright formerly owned by the
organization, the amount of royalty allowed
should not exceed the cost which wou.d have
been allowed had the organization retained
title thereto.

44, Severance pay.

a. Severance pay, also commonly referred
to as dismissal wages, is a payment in
addition to regular salaries and wages, by
organizations to workers whose employment
is being terminated. Costs of severance pay
are allowable only to the extent that in each
case, it is requirad by (i) law, (ii) employer-.
employee agreement, (iii) established policy
that constitutes, in effect, an implied
agreement on the organization's part, or (iv)
circumstances of the particular empioyment,

b, Costs of severance payments are divided
into two categories as follows:

(1) Actual normal turnover severance
payments shall be allocated to all activities;
or, where the organization provides for a
reserve [or normal severances such method
will be acceptable if the charge o current
operations is reasonable in light of payments
actually made for normal severances over a
representative past period, and if amounts
charged are allocated to all activities of the
organization.

(2) Abnormal ur mass severance pay is of
such a conjectural nature that measurement
of costs by means of an accrual will not
achieve equily to both parties. Thus, accruals
for this purpose are not allowable. However,
the Government recognizes ils obligation to
participate to the extent of its fair share, in
any specific payment. Thus, allowability will
be considered on a case-by-case basis in th»
evenl of occurrence.

45, Specialized service facilities.

a. The costs of services provided by highly
complex or specialized facilities operatad by
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the organizatiui, such as electronic
computers and wind tunnels, are allowable
provided the charges for the services meet
the conditions of either b, or c. of this
paragraph and, in addition, take into account
any items of income or Federal financing that
qualify as applicable credits under paragraph
A5 of Attachment A,

b. The costs of such services, when
material, must be charged directly to
applicable awards based on actual usage of
the services on the basis of a schedule of
rates or established methodology that (i) does
not discriminate against federally supported
activities of the organization, including usage
by the organization for internal purposes, and
(i) 1s designed to recover only the aggregate
costs of the services. The costs of each
service shall consist normally of both its
direct costs and its allocable share of all
indirect costs. Advance dgreements pursuanl
to parugraph A6, of Attachment A are
particularly important in this situation,

¢, Where the costs incurred for a service
are not material, they may be allocated as
indirect costs

48, Taxes.

a. In general, taxes which the organization
1s required to pay and which are paid or
accrued in accordance with generally
accepled accounting principles, and
payments made to local governments in liey
of taxes which are commensurate with the
local governmenti services received are
allowable, except for (i) taxes from which
exemplions are available to the organization
directly or which are available to the
organization based on an exemption afforded
the Government and in the latter case when
the awarding agency makes available the
necessary exemption certificates, (ii) special
assessments on land which represent capilal
improvements, and (iii) Federal income taxes

b. Any refund of taxes, and any payment to
the organization of interest thereon, which
were allowed as award cosls, will be
credited either as a cost reduction or cash
refund, us appropriate, to the Government.

47. Termination costs, Termination of
Awurde generally give rise to the incurrence
ol costs, or the need for special treatment of
cosls, which would not have arisen had the
dward not been terminated. Cost principles
covering these items are set forth below,
They are to be used in conjunction with the
other provisions of this Circular in
termination siluations.

a. Conmmon items, The cost of items
reasonably usable on the organizaticn's other
work shall not be allowable unless the
organizalion submits evidence that it would
not retain such items at cost without
sustaining a loss. In deciding whether such
items are reasonably usable on other work of
the organization, the awarding agency should
consider the organization's plans and orders
for current and scheduled activity,
Contemporaneous purchases of common
items by the organization shall be regarded
as evidence that such items are reasonably
usable on the organization's other work, Any
acceplance of common items as allocable to
the termin/ted portion of the award shall be
limited to 'he extent that the quantities of
such itema an hand, in transit, and on order
are in excess of the reasonable quantitative
requirements of other work,

b. Costs continuing after termination. If in
a particular case, despite all reasonable
efforts by the organization, certain costs
cannot be discontinued immediately after the
effective date of termination, such costs are
generally allowable within the limitations set
forth in this Circular, except that any such
costs continuing after termination due to the
negligent or willful'failure of the organization
to discontinue such costs shall be
unallowable.

c. Loss of useful value. Loss of useful value
of special tooling, machinery and equipment
which was not charged to the award as a
capital expenditure is generally allowable if:

(1) Such special tooling, machinery, or
equipment is not reasonably capable of use in
the other work of the organization.

(2) The interest of the Government is
protected by transfer of title or by other
means deemed appropriate by the awarding
agency;

d. Rental costs. Rental costs under
unexpired leases are generally allowable
where clearly shown to have been
reasonably necessary for the performance of
the terminated award less the residual value
of such leases, if (i) the amount of such rental
claimed does not exceed the reasonable use
value of the property leased for the period of
the award and such further period as may be
reasonable, and (i) the organization makes
all reasonable efforts to terminate, assign,
settle, or otherwise reduce the cost of such
lease. There also may be included the cost of
alterations of such leased property, provided
such alterations were necessary for the
performance of the award, and of reasonable
restoration required by the provisions of the
lease,

e. Settlement expenses. Settlement
expenses including the following are
generally allowable:

1) Accounting, legal, clerical, and similar
costs reasonably necessary for:

() The preparation and presentation to
awarding agency of settlement claims and
supporting data with respect to the
terminated portion of the award, unless the
termination is for default, (See paregraph 4.a,
of Attachment L, OMB Circular No, A-110;
and

(b) The termination and settlement of
subawards.

(2) Reasonable costs for the storage,
transportation, protection, and disposition of
property provided by the Government or
acquired or produced for the award; except
when grantees are reimbursed for disposals
at a predetermined amount in accordance
with Attachment N of OMB Circular A-110,

(3) Indirect costs related to salaries and
wages incurred as settlement expenses in
subparagraphs (1) and (2) of this paragraph.
Normally, such indirect costs shall be limited
to fringe benefits. occupancy cost, and
immediate supervision.

f. Claims under subawards, Claims under
subawards. including the allocable portion of
claims which are common to the award, and
to other work of the organization are
generally allowable. An appropriate share of
the organization's indirect expense may be
allocated to the amount of settlements with
subcontractor/subgrantees; provided that the
amount allocated is otherwise consistent

with the basic guidelines contained in
Attachment A. The indirect expense so
allocated shall exclude the same and similar
costs claimed directly or indirectly a:
settlement expenses.

48. Training and education costs.

d. Costs of preparation and maintenance of
a program of instruction including but not
limited to on-the-job, classroom, and
apprenticeship training, designed to increase
the vocational effectiveness of employees,
including iraining materials, textbooks,
salaries or wages of trainees (excluding
overtime compensation which might arise
therefrom), and (i) salaries of the director of
training and staff when the training program
15 conducted by the organization; or (ii)
tuition and fees when the training is in an
institution not operated by the organization,
are allowable.

b. Costs of part-time education, at an
undergraduate or postgraduate ‘college level,
including that prov’ded at the organization's
own facilities, are allowable only when the
course or degree pursued is relative to the
field in which the employee 13 now working
or may reasonably be expected to work, and
are limited to:

(1) Training materials.

(2) Textbooks.

(3) Fees charges by the educational
institution.

(4) Tuition charged by the educational
institution, or in lieu of tuition, instructors'
salaries and the related share of indirect
costs of the educational institution to the
extent that the sum thereof is not in excess of
the tuition which would have ben paid to the
participating educational institution.

(5) Salaries and related costs of instructors
who are employees of the organization.

(6] Straight-time compensation of each
employee for time spent attending classes
during working hours not in excess of 156
hours per year and only to the extent that
circumstances do not permit the operation of
classes or attendance at classes af* ¢ regular
working hours; otherwise such compensation
is unallowable.

c. Costs of tuition, fees, training materials,
and textbooks (bul not subsistence, salary, or
any other emoluments) in connection with
full-time education, including that provided at
the organization's own facilities, at a
postgraduate (but not undergraduate) college
level, are allowable only when the course or
degree pursued is related to the field in which
the employee is now working or may
reasonably be expected to work, and only
where the costs receive the prior approval of
the awarding agency. Such costs are limited
ta the costs attributable to a total period no!
lu exceed one school year for each employee
80 trained. In unusual cases the period may
be extended,

d. Costs of attendance of up to 16 weeks
per employee per year at specialized
programs specifically designed to enhance
the effectiveness of executives or managers
or to prepare employees for such positions
are allowable. Such costs include enrollment
fees, training materials, textbooks and
related charges, employees' salaries,
subsistence, and travel, Costs allowable
under this paragraph do not include those for
courses that are part of a degree-oriented
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curriculum; which are sllowable only to the
extent set forth in b. uad ¢, above.

e. Maintenance expense, and normal
depreciation or fair rental, on facilities
ywned or leased by the organization for
training purposes are a'lowable to the extent
sel forth in paragraphs 8, 22, and 42,

[. Contributions or donations to
educutional or training institutions, including
the donation of facililies or other properties,
und scholarships or [ellowships, ure
unullowable.

8. Training and education costs in excess of
those otherwise allowable under paragraphs
b. and c. of this paragraph may be allowed
with prior approvul of the awarding agency:.
To be considered for approval, the
organization must demonsirate that such
cosls are consistently incurred pursuant to an
established training and education program.
and thalt the course or degree pursued is
relative to the field in which the employee is
now working or may reasonably be expected
to work.

49. Transportation costs, Transportation
costs include freight, express, cartage, and
postage charges relating either to goods
purchased, in process, or delivered) These
costs are allowable. When such costs can
readily be identified with the items involved.
they may be directly charged as
Irunsportation costs or added to the cost of
such items (see paragraph 23). Where
identification with the materials received
cannot readily be made, transportation costs
may be charged to the appropriate indirect
cost accounts il the organization follows a
consistent, equitable procedure in this
respecl.

50, Travel costs.

a. Travel costs are the expenses for
transportation, lodging, subsistence, and
related items incurred by employees who are
in travel status on official business of the
organization, Travel costs are allowable
subject to paragraphs b. through e. below,
when they are directly attributable to specific
work under an award or are incurred in the
normal course of administration of the
oryanization.

b. Such costs may be charged on an actual
basis, on a per diem or mileage basis in lieu
of actual costs incurred, or on a combination
of the twa, provided the method used results
in charges consistent with those normally
allowed by the organization in its regular
operations.

c. The difference in cost between first-class
air accommodations and less/than first-class
air accommodations is unallowable excepl
when legs than first-class air
accommodalions are not reasonably
available lo meet necessary mission
requirements, such as where less than first-
class accommodations would (i) require
circuitous routing, (ii) require travel during
unreasonable hours, [iii) greally increase the
duration of the flight, {iv) result in additional
costs which would offset the transportation
savings, or (v) offer accommodations which
are not reasonably adequate for the meaical
needs of the traveler.

d. Necessary and recsonable costs of
family moveraents and personnel movements
of a special or mass nalure are allowabie,
pursuant lo paragraphs 40 and 41, subject to

allocation on the basis of work or time period
benefited when appropriate. Advance
agreementd are particularly important,

. Direct charges for foreign travel cosls are
allowable only when the travel has received
prior approval of the awarding agency. Each
separale foreign trip must be approved. For
purposes of this provision, foreign travel is
defined as any travel outside of Canada und
the United States and its terrilories and
possessions. However, for an orgunization
located in foreign countries, the term “foreign
travel” means travel outside that country.

[Circular No. A-122|
Attachment C

Nonprofit Organizations not Subject to this
Circular

Aerospace Corporation, El Segundo.
California

Argonne Universities Association, Chicago,
Illinois

Associated Universities, Incorporated,
Washington, D.C.

Associated Universities for Research and
Astronomy, Tucson, Arizona

Atomic Casualty Commission, Washington,
D.C.

Battelle Memorial Institute, Headquartered in
Columbus, Ohio

Brookhaven National Laboratory, Upton,
New York

Center for Energy and Environmental
Research (CEER), (University of Puerto
Rico) Commonwealth of Puerto Rico

Charles Stark Draper Laboratory,
Incorporated, Cambridge, Massachusetts

Comparative Animal Research Laboratory
(CARL)

(University of Tennessee), Oak Ridge,
Tennessee

Environmental Instilute of Michigan, Ann
Arbor, Michigan

Hanford Environmental Health Foundation,
Richland, Washington

IIT Research Institute, Chicago. lllinois

Institute for Defense: Analysis, Arlington,
Virginia

Institute of Gas Technology, Chicago, lllinois

Midwest Research Institute, Headquartered
in Kansas City, Missouri

Mitre Corporation, Bedford, Massachusetts

Montana Energy Research and Development
Institute, Inc,, (MERDI), Butte, Montana

National Radiological Astronomy
Observatory, Green Bank, West Virginia

Oak Ridge Associated Universities, Oak
Ridge, Tennessee

Project Management Corporation, Oak Ridge,
Tennessee

Rand Corporation, Santa Monica, California

Research Triangle Institute, Research
Triangle Park, North Carolina

Riverside Research Institute, New York. New
York

Sandia Corporation, Albuquerque, New
Mexico

Southern Research I[nslitute, Birmingham,
Alabama

Southwest Research Institute, San Antonio,
Texas

SRI International, Menlo Park, California

Syracuse Research Corporation, Syracuse,
New York

Universities Research Association,
Incorporated (National Acceleration Lab],
Argonne, lllinois

Universilies Corporation for Almospheric
Research, Boulder, Colorado

Nonprofit Insurunce Companies such as Blue
Cross and Blue Shield Organizations

Other nonprofit organizations as negotialed
with awarding agencies,

|FR Doc. 80-20270 Filed 7-7-80; 8:4% um|
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