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FIELD MONETIZATION MANUAL
 
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 programs. This
 
manual pertains to the monetization of Title 11 and Section 
416(b) commodities by private voluntary organizations (PVOs) and
 
cooperatives -- hero inafte- referred to a.; "Cooperating 
Sponsors."
 

Carefu1lly designud moneti;zation str-at egiecs can help improve the 
effectiveness o 
 volu ntary eff ort:s in developing countries. 
Consequently, A.I.D. encourages its Mission officers and U.S. 
Embassy personrel to be receptive to monetization proposals and 
to assist in the pl a nning and implementation of monetization 
activities as raproiate. 

B. Authority
 

PVOs and cooperatives are allowed to monetize U.S. agricultural

commodities under Title II of the Agricultural Trade and
 
Development Assistance Act of 
1954 (PL 480), as amended; and
 
Section 416(b) of the Agricultural Act of 1949, as amended.
 
Amendments t:o clI arifty and alter the original 
monetization 
provisions ot hose statutes were approved through the Food 
Security Act o 9i259- International Security and Development, the 

Cooper-atiuih Act o 1985, the Agricultural Aid and Trade Missions

Act of 19, , and the Agricultural Act of 1949 Amendment signed in
1988.
 

These amendments reflect key programmatic features of
 
monetization as tollows:
 

- a minimum of 10 percent of the aqgregate value of non­
emergency Title II 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 IT 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 fu lly monetized; 

sales proceeds can be used to (i) transport, store, 
distribute(, and otherwise enhance the effectiveness of 
the use of the donated commodit iesr; and to (ii)
impl ement i nciome- gener at ing, comm~un ity devel opment,
health, nutr it ion, cooper AtLi ve developmont, 
agricultural pI .V9ramr,and othier dr 1,volopment 
activit i e. 

The U.S. Government communiCat.d telose andi other: provisions of
 
the amendments to overseas posts in April 1988 
 (Title Ii - see
 
Annex B) and Jul y 198, " [Section 416(b) - see Annex E].
 

C. Purp se 

The purpose of this manual is to facilitate the preparation of
 
monetization proposals. It should be useful 
 as well to all 
organizations working and cooperating with PVOs apd cooperatives
in the planning, implementation and monitoring of cummodity
monetization activities; and to A.T.D. Missions, Agricultural

Counseiors/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 Sponsor's accounting and reporting requirements
and the review and approval process for ronetization proposals. 

2. Title Ii and Scction 416(h) Programs 

The manual applies to Title I1 and Section 416(b) monetization 
proposals only. Government ani Cooperating Sponsor participation
in Title I, Title III and Title II Section 206 government-to­
government sales programs and Levelopment Assistance activities 
is managed through program development guidelines established for 
these proqrams. 

Cooperatinq Sponso rs should he mindI, that the Titl.e Il program
is more stable and predictable than the Section 416(b) program.
This is largely because Title !I derives its financing from the
PL 480 appropriation account whereas the Section 416(b) program 



-3­

is dependent on residual excess stocks which may or may not be
 
available at. any given time. 

Title Ii commodities have been made available on a regular and 
consistent basis since the program's inception in 1954. This 
supply stability is more amenable to multi-year planning and 
regular commodity flow, enabl ing Cooperating Sponsors to improve 
program implementa t ioi by making field preparations well in 
advance of tood slipme nt arr"ivals. 

Se2tion 416(oa) prog rams, on the other hand, make use of Commodity 
Credit Corporation (CCC) residual excess stocks; such stocks vary 
greatly and it is Admin istration policy to deplete these stocks. 
The Secretary of Agrculture determines CCC stock availabi ities 
annually prior to the beg inning of the fiscal year. This
commodi.tv avai.1ab iity can change significantly from year to year 

and even throughout a single year depending on the uses of CCC 
stocks. Multi-year programming is authorized but annual 
availabilities under Section 416(b) are more erratic than those 
under Title I1. 

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 commoditie s requested to fund eligible program 
costs (see Section III B). Partial monetization proposals should 
be incorporated into the Cooperating Sponsors' Multi-Year 
Ouerational Plan (MYOP) for Tit:le 11 programs and into the Plan 
of Operation (PO) for Section 41.6(b) activities. The MYOP and PO 
are the basic documents which provide the backaround, rationale, 
and justification needed by Washinqton for program approval. 

Full monetizat,ion proposals involve the sales of all requested 
commodities to fund economic arid other development activities. 
These proposals, as well] as partial monetization proposals 
supporting development activities in such areas as agricultural 
production, micro-enterprise dev-lopment, health or nutrition, 
will includc technical and economic analyses not usually ircluded 
in MYOPs and PlOs. 

In most cases, A.I... has prepared policy papers and evaluation 
reports related to the type of project activity that is being 
considered fo monetization. These may provide helpful 
information in designing and implementing the project. 
Cooperating Sponsors are encouraged to request such documents 
through the L'AID Mission or appropiiate offices in 
A.I.D./Washington, accordingly. 

Full monetization proposals should follov the basic outline of 
the MYOP or PO incorporating additional inalyses, as appropriate. 

http:commodi.tv
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An illustrative outline for an MYOP or a PO with a monetization
 
proposal component 1.s preseinted in Section III below.
 

E. Related Documents 

This manua l shouild be used in conjunction with the annexed 
documents dc- ! in 3 with monetization policy and related management
issues. Annor- A provides policy guidance for Title IT and 
Section 4I() monet-ization programs. Annexes B and E 
communicate the most recent legis lative provisa i ons concerning
Title II and 441ct1ion,;(b) , re-spectively. Annexes C and D 
provide gund1 nc for p repliring the T.it-le II Multi-Yeir Operation
Plan ani ;ct ion 416(h) Pi lu of Operation, respectively. A.I.D. 
Regu lat ions~ If)d m'1 4 (aAnLe and 11) and A. I.D. IAndbook 9 
(not inexoed) prov ide e,:L ive treatments of truditional food 
prog run manageme.nt w, -. Annex J provides a use lil guide to 
satis e1on inntionyinq Bi 1 Deteri requi rernents regarding food aid 
di si ncert:yes ,nd st e: ge. OMB Circular A-l22 (Annex K) provides
he.pflu] cost pr inciple-:; o-r non-profit organizations to consult 
in developi.g p ore -1rim ul gets 

IT. Proposal Dove Iopont 

A. Cooperating Sponsor Eligibility 

All Private Voluntary Org-inizations and Cooperatives approved by
A.I.D. as "Cooperating Sponsors" for participation in Title II 
and Section 41.6(b) prograns are eligible to carry out 
monetization. Approval a; a Cooperating Sponsor involves 
registering with the Ageiicy for International Deveiopment under
 
A.I.D. Regulation 3, 22 CFR Part 203. Organizations with 
questions on registration should contact: 

Registration Office
 
Office of Private and Vol ntary Cooperation 
Bureau for Food for Peace and Volun'Cary Assistance 
Agency for International Development
 
Washington, D.C. 20523 - 0808
 

B. Documentation And Timing 

1. Title1 Monet i::ation 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 April with the Annual Estimate of Requirements
 
(AER) report. The APR must also show the requested quantity of
 
commodities to be monetized. This information is listed under
 
the "Other" category of the AER report format, specifying 
"Moneti ,zation'"as the program.
 

Although it: i:s p ref ,rab ie that one-year, non-emergency Title II 
proposals fr fondinj in the next fiscal year also be included in 
the April MYOP or it; Update, proposals for current year funding 
must be submitted no Iater than Apil 15th of the current fiscal 
year. For example, a proposal for FY 1989 funo ing may be 
submitted ,te- Li i April 15, 1988R .ubmiss ion date but no later 
than April 15, 10 . The Aprki 15, 1989 date must be met to
 
allow sui ricien Lime o A. I .D..,' shi aq,-tLon and the Development
 
Coorcination ( iimittee (LX"' Workin g Group to review each
 
proposal., and for US':IA to purchase the commodity. For proposals
 
submitted in te -irrent Cisca1 foir current fiscal yearn year 
funding, USDA must have al orders for processed commod ities, 
including requests o r bagged whole grains, in the Kansas City 
Commodity C)ffice by June l5tH. Ord.cs :i- hulo1k 7ins Pst be 
received by August ]st.
 

2. Section 41.6(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
 
necessary 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 Sponsor should include, to the extent possible, the
 
same information Lor an emergency monetization proposal as that 
called for in a non-emergency proposal. 

III. Monet i at ion Proposal 

The moneti.ization proposal is incorporated as a component of the 
Title 11 MulLi:-Year Operational Plan (MYOP) or the Section 416(b) 
Plan cf Operatiton (PO) (see MYOP or PO illustrativc outline 
below).. Annexes C and D provide guidance on preparing the MYOP 
and PO. respectively. 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 416(b) Plan of Operation 

I. Executive Summary 

II. Program Goals 

III. Program Description 

A. Prohlem Statement 
B. Program Objectives 
C. Target Popu]lation 
D. Intervent- on Description 

1. Ration Compozition 
2, (omp ementary Program Components and Inputs 
3. 	 Int rvent ion St-trategy 

-E. Linkag with Other Development Activities 
F. Mon itor Jng and Evaluation Plan 
G. Phaseove r/Phaseout Plan 

IV. Financial Plan 

V. Logistics Plan 

VI. Food Distribution Monitoring Plan 

VII. Disincentives Analysis 

VIII. Monetization Proposal 

A. Summar . 
B. Uses of Sale Proceeds
 
C. Justification for Commodity Monetization
 
D. Commodity Selection
 
E. Sales Arrangement 
F. Budget
 
G. Shipping, Port Handling, Duties and Taxes 
H vonltor inq and Evaluation 

ANNEXES: (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 basical1y a nswers tLh, follow ing three qnestions: What are 
the planned uses of the proceeds? Why is food monetization being 
proposed? and I low will. the sale of the commoditi es be carried 
out? A monot izat: ion proposal will be reviewed I irvst, in terms of 
the potential for development impact, and second, in terms of how 
well]. it 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 "Progriam Description" and "Financial Plan" sections. Where 
this occurs, reference should be made to that part of the 
"Monetization Proposal" section where the topic may be treated A1 
more detail. 

A. Summary 

The summary should provide a two or three paragraph description 
of the monetization proposal. It should succinctly answer the
 
three questions: What are the planned uses of the proceeds? Why
 
is food monetization being proposed?; and How will the sale of 
the commodities be carried out? The description shou.d also 
include the quantity and estimated U.S. dollar value of the 
commodtiet A equested, the proposed del:ivery schedule, the 
estimated amount o f local cuvrency in U.S. do.]lar equivalent, and 
the spec ,Auses oi the sales proceeds qenerated. 

If the mnonetization request acompanies a program proposal which 
is not submitted with the MYOP or PO, the Cooperating Sponsor 
must provi de 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 

The 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 an ho used to transport, store, distribute or otherwise 
enhance the ef fectiveness of the use of the commodities; and to 
imp].lement i.come generating, community development, health, 
nutrition, cooperative development, agricultural proglams, 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 sources of financing including

information 
 on why such sourcos are inadequate, unavailable or 
inappropri ate toLmet projected program requirements.

Alter native sources of funding 
 include the host government,

reci p i ent <ontr private U. S Deveopment
m: [ lut i ons, dona Lions,
Assistane: fu1nds1 U .S. Support Fund or, Economic (ESF) dol.lars 

local curencies, and Title 
I and Title ITI couinterpart funds
 
(see Annex A).
 

The beone its 0f .financing the program through monetization as 
opposed to other forms of financing should be discussed,
particularly whe n a 100 percent monetization activity is being
proposed. Fo ex-amp le, reference might be made usingto the
commod it. i to hel p meet a lood defict t, or to help stabilize
 
local food prices which have become xcessi.voy high duo to

shortgeps, while generating lo(:al currelcy to kelp pay the costs
of dove Ionpmnt activities:. thait do not requir e dollar financing. 

When unI :;tfhatlals a resodri antticipated for onigo ing- prop rams, the
proposal sould discuss the undeily.ing causes K0 the shortfal 1;
for example: "the dollar has fallIen aga.inst the CFA franc by xx 
percent in the past twelve months"; "revenue from recipientcontr ibuticns has declined by xx percent in the past two years";
"contributions have become unrel iab'e"; or "there has been a xx
 
percent rise in in-country trmansportation costs this current
 
year."
 

Where funding is reqtired to expand prograims, the disuss.icon
should cross refere ce the previous section of the MYOP in which 
reasons for the program expansion have been discussed. The
Coope rati.ng Sponsor slould explain here that the expansion is at 
the direct request of the IU.S. Government, if such is the case. 

D. Commodity 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 sponsors 
may also confer with representatives of U.S. agricultural
mar-keting orpanizations or with the appropriate recipient country
agriculturd market inog board and/or host country private
businesses and associations to help determine the suitability of

the commod.ity, price and sales mechanism selected. 
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1. Proposed Commodity
 

The Cooperating Sponsor 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 selectionns hould take into account local commodity 
preferences which can vory by arkea and variety of commodity. For 
example, red s,.rqhum may he acceptable In one area whereas white 
may be preferrod in other areas in the same country. 

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

2. Commodity Availability
 

a. Title Ii Availabilities 

The Secretary of Agriculture determines PL 480 commodity
 
availabilities annually prior to October 1. 
 In addition, A.I.D.
 
sends PL 480 projected commodity availability information 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 AFS message in April. In 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 SponsorK in the field should therefore consult
 
the USAID Mission or their headquarters office for the most
 
current information.
 

b. Section 416(b) Availabilities
 

The Secicetary of Agriculture determines Section 416(b)
 
availabilities annually prior to the beginning of the fiscal
 
year. This availability is revised periodically to reflect CCC
 
stock changes. A.I.D. advises the field and PVO headquarters of
 
availabilities upon r:eceipt of this information from USDA.
 

3. Commodity Spec i :cations 

This section of the monetization proposal 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.
 

Specifications for Title lI commodities are needed to forestall. 
time-consuming requests for clarification. For example, a 
request for wheat should spec ify the class and protein content. 
The grade need not be specified :s standard grades are already 

.establ i shed or Ti li 1 commod ti os. For wheat and sorghum, 
Grade No.2 E th,i standard. The standard for corn is No. 2 
except for "corn bukens and Lforeign materials" which is No. 3. 
The standard ifo_ rive with 20 percent brokens is No. 5. 
The Cooper ti.q S',ponsor should also (consult. the prospective 
purchaser(s',) to insure the appropr i ateness of the commooity. 

if the Coope.At inq Sponsoir wi shes to request a c,:ommodit y which 
does not conr m Lo the standard srec I rcat ions, the proposal 
should so state and shou]d describe the deviation. Requests for 
higher grades or levels of protein qhou1d he speci fied so that 
the DCC an decide early in the review pr(}.'ess whether or not to 
support tieo purc hasea ct a commod:ity that might have a higher 
cost. 

Two gu ides pub ished by [SDA's 'edera l Gat in I aspecti on Service, 
"United States tStandards fie Rice" and "Unlited States Standards 
for Grains" provide the type ofI information required. These 
guides should be available from the Agr:icultural 
Counselor/Attache or can be requested from the following address: 

United Sta;tes Dept. of Agriculture 
Printing and Distribution Branch 
Room 110, in:era. Building 
Hyattsvili,, MD 20782 

A.I.D. 's recently revise "Commodity Refe-ance Guide" can also be 
helpful. This guide should be available " the USAID Mission or
 
can be requested from the following addres: 

Office of Policy, Program and Management 
Bureau for Food for Peace and Voluntary 
Assistance
 
Agency for International Develowment
 
Washington, D.C. 20523 - 0806
 

http:Coope.At
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4. 	 Bellmon Determination Analysis 

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

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

2) 	 the disthibut 1ol of the commodities in the recipient 
country will not result in a substantial disincentive 
to or interference with domestic production or 
marketing in that: country. 

The 	 Coope ratinq spons or shou,ld incIlude assurances that adequate
storage witl he ,availabte .nd should submit data to show that the 
importation of t he desired commodities will not result in i
 
substantial dsis icentive to domestic food production or 
marketing. Thni U;AID M ssion must review and concur in this 
information. Anne . provides a usef ul guide on how to prepare a
disincentivo nalysis. '['he analysis should be done in 
collaboration with USVA I Miss ion petrsonnel. 

A key factor in the.disincentive analysis is the volume or 
tonnage oi food A .id relative to total national consumption of the 
same or nubstitute commodities. As the proportion reaches the 
10% 	range, the potential for disincentive effects escalates. In 
most programs incorporatinj monetization, the commodity tonnage
comprises a small percentage of total national domestic 
consumption, usually less than 21. 
 An aggregate level analysis,
however, night reveal that total tonnage from all food assistance 
sources could affect local production efforts. In such cases, 
monetizaticn would not be advisaLle. 

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 commercializad food marketing may
be limited suggesting that relatively srall 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 Ill, and Title Ii Section 
206 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 friendl.y countries. For Section 416(b) proposals, 
assurances must be given that the commodities will be additional 
to any current PL 480 assistance. 

The UMP 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 9, Annex B). 

USDA is responsible for calculating the UMR and determining if 
the proposed sale of Title 11 or Section 416(b) commodities 
should be reviewed by the FAO Consultative Subcommittee on 
Surplus 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 UM.,
 
both 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 allowed 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 to be sold does not threaten normal 
patterns of trade; or
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c. 
the volume to be sol3 warrants an analysis; a
 
preliminary IMR analysis has been completed; and USDA
 
should review the analysis to determine if the intended
 
tcrinage 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 governiient agencies. 
 The
 
Cooperating Sponsor should indicate i.n 
the proposal whether the
 
commodities wil] be sold through open competition or direct 
negot iati on. -in the Case of open bidding, which is the preferred
route, spons.or -nami, wii thvia formal bidding procedures should 
request anc f rom their headqua cters or the USAI[) Mission. 

In si tuat 11 r-equiuing ,i rect negotiati.ons, the Cooperating
Sponsor ,hould ident i f, the prospective purchaser(s) and explain
why there is good reason to believe that full local market value 
will be obtained from the commcdity sale. The 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 sales price which
 
represents the marketfair value of the commodity and does not 
depress the price of 
locally produced commodities or undercut 
normal commerial practices. Ideally, the local currency yield*
from monetization will1 cover tha U. S. narket value of the 
commodities, insuranc e costs and ocean--freight costs; i.e., the 
c.i.f. costs, a ftor a owance has beer, made for lIocal handling
charges and other costs incurred by the Cooperating Sponsor in
connection with the sla] e. In general, the highest price possible 
should be sought. 

At a minimum, pr-ocoeds firom the monetization will be the local. 
currency equivalent of the f.a.s. dollar value of the 

* Using thec, exchange value not less favorable than the highest 
ra:e legally obtainable in the importing country for similar 
commodities. 

http:spons.or
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commodity.* in cases where it appears that the sales price may
 
be as low as the f.a.s. value, the Cooperating Sponsor should
 
requost a quotation from A.I.D. 's Office of Food for Peace to
 
insure that the f.a.s. price will be met . Requests for
 
quotations shou1d be addressed to: 

Program Operations Division 
Office of Food for Peace 
Bureau for Food for Peace and Voluntary Assistance 
Agency for International Development
 
Waohington, 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 he reviewed and documented
 
as a first step. 'This would answer the question, "What 
would a prospectiv pu richaser have to pay for a 
commodity i it were not available for purcl ase through 
the 	Cooporratinq Sopn'so r?'' 

b. 	 In most cases, the c ritical pr ice determinant will be 
the local marlkt q-otation. 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
 
with the U.S. Agriculture Counselor/Attache, who should 
be well informed about agricultural supply and demand, 
imports and exports and commodity prices. USAID and 
World Bank agricultural economists in the country could 
also be helpful. 

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 from the U.S. 
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2. Negotiating the Sales
 

a. Open Bidding 

In open market economies, an open bidding process generally 
yields the highest sales r1eturn. The Cooperating Sponsor should 
place advertisements incthe local media announcing the expected 
arrival of commodities and invitinog price tenders. The 
advertisement should iiclude a Lull description o)f the 
commodit-ies, a "floor" sales prico., terms ol payment, the 
leadl ine for bid accep tance and the date, place and time of bid 
opening. The Coope atinq Sponsor should ci rculate a copy of the 
advertisement to volume suppliers to assure maximum participation 
in too bi di nq process 

The sealidi Id s:;hou lI be opened and read publicly at the time 
and place spec li, . iSA I) Mi ssion personnel should a :tend the 
bid opening ifIthey deem the i r a ttendanice to be advisaL]ls. The 
Cooperatingc Sponsor wonuld then .enter into a sales agreement with 
the highest bidder, notify .niucissl bidders by letter, and 
return 1ate bids unopened. 

b. Direct Negotiat.ion 

In controlled or less competitive economies, Cooperating Sponsors 
usually negotiate commodity sales with a sole governmental, 
parastatal, or private purchaser. in these situations, skillful 
negotiations are required to arrive at a suitable sales price. 
This is especially true when commodity sale prices are kept below 
world market prices through p :ice contols, government subsidies 
or over--valudi exch ange rate;. 

The wor--k dono in p reparrng the Title I MYOP or Section 416(b) PO 
will provide the Cooperatinq Sponsor with an assessment of local 
prices. Having concluded, at: that earlier stage, that chances 
are favorable for 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 aPd negotiating attitude. The 
Sponsor is cautioned not to appear too eager. There must be 
expressed intention from the outset, to terminate the negotiating 
process if a significant impasse is reached. For this reason 
commodity "calls forward" should not be issued and cannot be 
approved by USAID Missions until sales agreements 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 

handling 

negotiating 
been put on 

position 
the high 

-- than to 
seas whilo 

learn 
atIes 

that a food shipment 
negotiations ire still 

has 

under-way. 

In short, a good working know1edge of food commodity pricing and 
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 
negotiat .ions. 

3. Drafting the Sales-Agreement 

The Cooperating Sponsor's in-country director is responsijle for 
ensuring comprehensive preparatioP of all documentation and legal
review of the sales contract. Although sales agreements may 
vary according to country situations, the following essential 
provis ions must be nc I udcd: 

full commodity specifications and tonnage. 

agreed total sales price.
 

how and when payment(s) wil1 be made, amount(s) of 
payment, and . guarantee that payment will take place. 

statement of pucchaser's capab ility to take delivery,
properly store and successf ully maoket the commodities 
in-country. 

stipulation that purchaser will not export commodities 
or products thereof.
 

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 provinions, sdch as confifrmation that import and sale 
will be exempt friom duties and taxes, that the government will 
not permit the re-export of commodities or products thereof, and 
that Be1lmon 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 Cooperating 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 equivalent to the U.S. dollar.a.s. 

value of the food (see section ii . .. for the addross of the 
A.I.D. oft ice that: can provide the f.a,,s. value). Requests for 
pr ce reduct ions be l ow the f. a . s. r ice must be approved by the 
Development Coordination Cmmi tte (DCC) in Washington. 

5. -mplement:at ion Schedule 

The timing of the salt 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 implementation schedule such as the one 
illustratced below that recognizes the time required for key 
actions to he taken in the monet izati on approval process. 

DATE' 	 ACT[ ION_____ 

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

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

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

X/XX 	 Cooperating Sponsor awards purchase contract to 
winning bidder and requests Cooperating Sponsor's 
Headqua rters to issue call forward. 

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 Cooperating Sponsor must open n separate, interest-bearing 
account at a local tank to receive the proceeds from the sale 
of Title 11 or Sectfon 416(b) commodities. As a general rule, 

the 

when more Lhar,, one Cooperating Sponsor participates in a 
combined rleOnPVd. On progra,m, separate accounts should be 
establ i.shad t or Oach .K;ponsor. olwever, this is not mandatory if 

opera Li anal dtit Is of a combined account can oe worked out. 
To detomine t:ho mot appropriate arrangement, the Cooperating 
Sponsor souldo ons1t the U SA[!) Controller, or when there is no 

,SAI) Missio n, to A.I.. Representa.tive or the Embassy. A 
separate account for each Coope rating Sponsor is preferred as the 
Sponsor w b abile to idnt i fy, in reports to A.I.D. , specific 
uses made oi the gener-ate l proceeds. Recor'ds from the account 
will. also faci11tate reqUi d dudit reviews. 

2. Payment Terms 

Sales agreements should stipulate that the full amountl/ of local 
currency specified in the agreement will be transferred to the 
Cooperating Sponsor's account as soon as title to the commodities 
has been turned over to the purchaser. The simplest way to 
effect this is 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 Cooperating Sponsor upon receipt of a 
bill-of-lading -/ and a copy of the survey-discharge-outturn 
report. This Lrrevocable local letter of credit should be opened
by the purchaser at the time that the sales agreement is reached 
and before the calI . 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 

i' The amount trans ferred will be minus the value of any 

commodi ties lost or declared unfit during the discharge survey. 

2/ The Bill o1 adnig is a receipt for the commod ities loaded on 
board a ship ia the U... and signed by the ship's master or other 
duly authori:ed person. This document subsequently passes from 
one participant in the transaction to another, and is used by the 
importer to cliim 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 Cooperatin6 Sponsor on full payment is
 
unreasonable. Agreeing to these terms should be avoided because
 
the Cooperating Sponsor loses nearly all leverage for prompt
 
payment once commodit:ies have been turned over to the purchaser
 
for na] . 

G. Budget 

I. lRdget Plan 

Estimated annual receipts and expenditures of monetization
 
proceeds genorated over the life of the project should be
 
presented here. The budget should show the major categories of
 
expenditur-s and refilect the phaseover/phaseout feature of the 
program, ,; a}-p iable. Expenditures should be made in
 
accordanc withb OMB (ru lar A-1' 2 - "Cost Pri nciples for Non-
Profit CO)inizations:" (Kee Annex K).
 

The USAI . ; i on should approve the line item budget as a part 
of its proposal review. Once approved by the USAID Mission and
 
the DCC, the budget is 1 id until expended in accordance with 
the approved budget. Substantial deviations from any line item
 
in the app ooed 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 Miss ion or Diplomatic Post.
 

2. Unforeseen Su rpluses 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
 
Couperating 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 submit a foillow-on proposal, 
the funds may be used as mutually agreed between the Cooperating 
Sponsor and the USAi!D Mission for eligible uses described in 
Section III B. 

When a deficit r:esults, 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 monetization to compensate for the shortfall (see 
Section IT1 C "Justification for Commodity Monetization") 
or
 
reduces the proposal's budget and outputs. If 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 accelrated phaseout of the program.
 

3. Operating Reserve
 

CooperatinQ Sponsors may include a 5% operating 
reserve as a

"Miscellaneous" line item in program budgets to meet unforeseen
 
expenditures.
 

4. Interest Earning::s and Endowments 

The Cooperating Sponsor should deposit sa].as proceeds into
 
interest-bearing accounts. Interest earned must be applied

immediately to the hudget in 
the monetization line items. 
The

monetization budget plan should include estimates and uses of
expected interest ear'iing , pa rticu larly for large projects w;here

interest earnings could be sizable.
 

Endowments are sometimes proposed whereby the salIes 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 program,

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 procedures must be used that are
 
compatible with U.S. Government policy.
 

The budget section 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 same or 
similar to that being proposed,

and a determi nati on that needs not becan met through

cannibal izInq the exi sting 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 II
 

Title II sales proceeds may be used by the CoopeLating Sponsor to
 
cover in-country overhead, operating, administrative or personnel 
costs incurred in implementing developmental activities
 
authorized under Section 207(c) of the 480 Act 'seePL Section 
III B "Uses of Sales Proceeds" above). Operating costs should be 
specifically identif:ied in the budget. 

b. 	 Sect:ion 4 16(b) 

Section 416(b)(7) of the Agricultural Act of 1949 prohibits the 
use 	of sales proceeds to meet operating or overhead expei'ses
 
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. Proposals 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 propos;ed 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 Headquarters may issue a "call forward" for the approved
commodities for sale in the Title II MYOP. For Title II
 
commodities, the Cooperating Sponsor's field office 
first submits
 
a memorandum requesting the call
1orward to the appropriMet USAID
office for c.earance. 'The Cooperating Sponsor then submits a 
req'est to its headqua rters office to submit CCC Form 183 to 
A.I.D. for processing. (A sample1 orm 183 is included as Anne>. 
F.) After clearing the call fio-ward request, the USAID Mission
 
should ilso cable the call Forwarud details to A.I.D./W for FFP
 
and pass to JiNDAIAS,ICCO.
 

Cooperating Spon sors sh ou ld specify schedul.ing and shipping

arranalements for Setion 41(b) commodities 
 i.n the Foreign

Donation Agr-eemant which they enter into with the CCC and A.I.D.
 
after receiving1 CU approva f-or monet:i.zation . (A sample format
 
of a Faoreign Do 'ion Ag reent. A..nc...d ina Annex D .) The
 
purchase or supply !Crom inventory o f the req ue sted commodities
 
shall be in ated upon receipt oF the signed agreement by
USDA/ASCS/ !CC. 

Title 11 a I I t rwar-d shoulId he timed such that the commodities
 
will arrive at an appropr.iate time in the local market crLop

cycle. Arrt iv Is around h rvest time shouldl be avoided if 
possibl e. 

The U.S. Govr' rnment will considec a one-ti me call forward for 
mult i-year program implementation involving relatively small 
quantities of commod.ities on a case-by-case basis. Factors such 
as the amount of commodities requested, projected commodity
availabiIities, and the number of years 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 pr.incipa must be applied to
 
support.ing program objectives.
 

When requesting a call, forward for multi-year funding,
Cooperating Sponsors should be mindful of 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 T it.e 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/CCC

for U.S. port handling and trans-oceanic costs.
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Cooperating Sponsors 
are responsible for all arrangements in
 
1connection with C e receipt, storage and maintenance of the 

commodities [or 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 
 to 
land-locked o-,ntio. '11c Cooperating Sponsor must arrange to
 
have an indepnden surveyor- attend the discharge of the
 
commodities (:,r 'orion h below), 
 dnd may at its option, engage 
an independent su rveyor Io sipervise c]pa ance and del ivery of 
the cargo from custom or porl ar's to tht purchaser and to
 
issue appropriat de 
ivo. y survey report's, The Cooperating
 
Sponsor ',s commod ty mon i tor i ogrespons i i iti es cease once the
 
full amount oi the agreed pu rchase price has been deposited into
 
the Cooperatino Sponsor's 
 local currency monetization account and 
title to the commod ities 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.I.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 also be passed to the purchaser to 
facilitate logistics planning. 

4. Shipping Ti me 

The type and quantity of commodity requested will determine the 
length of time it takes for a shipment to arrive after a call 
forwiard has been received. Commodities in 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 i.n
 
country with the following information as "abbreviated markings":
 
description of contc'nts, 
net weight, and A.I.D. contract number.
 
The phrase "not to be sold or exchanged" will not appear. The 
in-count-y purchaser may subsequently re-package or label, at 
their own coso, without restriction by A.I.D. or the Cooperating
Sponsor. Special orders for markings on packaged commodities 
prior to shipment from the U.S. can usua.ly 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 oi the cargo, count or weigh the
 
commodities, examine their condition and suggest the probable 
cause of any damage noted. Whenever possible, the cargo survey 
should be car: ed out in the presence of the Cooperating Sponsor 
representative and, if the purchaser is to take delivery at the 
port, a su r veyor epresentinq the prospective purchaser -- with 
alli three pairtie:; signinq the survey report. 

Claims for any ocean carrier loss or damrage are prepared by the 
Cooperating Sponsor in accordance with A.I D. Regulations 10 
(Section 21).10) and 11 (Section 211.9) for Section 416(b) and 
Title 11 commodities, rrespectively. Claims should be forwarded 
to the CCC along with copies of all reports and documents 
relating to the discharge of the commodities for monetization. 

7. .i1 pinq Losses 

If substantial losses or commodity damages occur during shipping
 
through no fault of the Cooperating 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 for 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 be used for f-ee distribution programs 
with humanitarian objectives. in the case of monetization 
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 TT and Section 416(b) commodities imported for monetization 
may therefore be taxed by the host government, 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 bil ateral agreements with host governments which 
permit the tax-free import (or sale) of commodities. if not, 
although not required, Cooperating Sponsors may attempt to do so. 

It is important for the Cooperating Sponsor to establish at the 
time it is preparing the monetization p oposal 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 Sponsor 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 taxes. Thus, the amounts normally paid for duties and 
taxes accrue Ior the benefit of the Cooperating Sponsor's 
program. 

I. Monitorling and Evaluation 

The Cooperating Sponsor should describe how it will monitor and 
evaluate the monetization program to insure that the monetized 
proceeds will he used for the approved purposes. This should be 
done in the " Monitori.ng and Eva 1uation" section of the MYOP or PO 
(see illustrive outl ine above) or in the Monetization Proposal 
section. The disc:ussion slhould describe a monitoring system 
including the eLoect ion, aalvsis and utilization of 
information, particua ly as it relates to the progress 
indicators wh tih ha 1 es. tablished to measure program 
success. I shoulri a(l o indicate that sufficient staff and 
budgetary .resources wiil he a]llocated to support monitoring and 
evdluation act ivities. 

The evaluation, plairn 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 Reporti ng Requirements 

A. Recotd-Keeping 

The Cooperating Sponsor must maintain records and documents for 
three years from the close of 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 
interest earned and other income generated by the operation of 
the approved program. Sponsors must agree to assist U.S. 
Government representativos, at any reasonable time, in examining 
these records and documents for conformity with U.S. Government 
guidelines on food monetization. 

http:Monitori.ng
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B. 	 Internal Reviews 

Cooperating Sponsors should schedule internal reviews of Title II 
and 	 Section 416(b) monetization programs at intervals mutually
agreed to between the Sponsor and the USAI) Mission or Diplomatic
Post. Th should be scheduled at least once a year for mult-i­
year programs . Rpo rts of' the reviews should be sent to the 
Cooperat ing P p0 nsor's Ifeadquarters and to FVA/FFI)b and its 
respecti'vo reg i onil hureau by the USAID Mi ss ion betoire submitting 
foUtuIre commllod ity requests. The reviews should examine the 
e fectiveness of management systems and ocedures that havey. been 
established to meet the terms and condit.i ns of the program 
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 . f inancia] audit or :independent review of these 
programs from time to time. These reviews examine the operation, 
management, a-ind e.fe(.:tiveness of the program as well as its
 
financial integ rity. Cooperatincg Sponsors also should afford to
 
A.I.D. and its authoriized 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'/FFP/PCD,
 
prepares the annual reports on the previous year's activities for 
submission to Congress by February 15th. 

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

a. 	 The quantity 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 commodities received 
in the fiscal year just ended; 

c. 	 The amount of locai currency proceeds that were 
disbursed in the fiscal year just ended and the 
percentage oi the quantity oft all commodities 
approved unde r Title i and Section 116(b) 
programs such disbursements rep resented; 

d 	 Ilow the locai cur rencies generated by monetization 
were used in the fiscal year just ended; 

e. 	 The best estimate of the amount of local currency 
proceeds that wi.l 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 commod.iies approved under Title 
II and Section 4 16(b) for each of these fiscal 
years; and 

f. 	The pcogram 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 I). 

Because similar 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 be too burdensome.
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3. 	Multi-Year Operational Plan Update
 

The 	annuzal progress report to the USAID 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 is submitted in coniunction with the MYOP up-date which
 
should cont:ain the .ol]owing information: 

a. 	 Receipts of' each commodity by type and tonnage,
 
including the name of each vessel, discharge port
 
and date of discharge.
 

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

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

d. 	 Tonnage and saies 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. 	Disbur sements from the monetization account 
according to approved budget expenditure category 
(e.g., storage costs, tool purchases, etc.). 

9. 	 Kiiuwludg of 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 ISAID 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

issue 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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Evidence is 
sought of the Cooperating Sponsor's effectiveness in
 
using food or the 
local currency generated by food monetization
 
to meet longer term development objectives -- e.g., child
 
survival , agricultural infrastructure development, nutritional 
improvement -- without overlooking the immec' ate needs of the
 
hungry. The iSA Mi s s ion should pay particular at tention to how 
wet! the prposal def nes a devel]opment problem, sets a realistic 
objective for an action prog ram, and defines how prrogress will be 
measured against current concitins. 

MYOPs and Pus should contain clear-cut criteria tar measuring the 
progress o assisted grioups and justi fication for local 
management and funding. USA]D 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 USAID MYOP and PO Reviews.)
 

2. Monetization Proposal
 

With respect to the monetization component of the MYOP and the 
PO, USAIID is required to comment on the adequacy of the 
sales-price and local cu rrency provisions. The USAID Mission
 
must also examine the accuracy of statements related to storage

facilities and disincentive issues in keeping with the Bellmon
 
Determinatio n which must be made by the 
Secretary of Agriculture.
 
Assurance must he given that the volume of food sales 
requested

will not presei- storage pr-oblems or cause substantial
 
disincentive oft ects on the production and marketing of 
local
 
commodities. The ,SATI) must also examine the UMR issue, in
 
accordance with para 2 .11. 5, j, of A.I.D. Regulation 11, to
 
determine vwhe ther a UtMP. analysis is needed. 

Before the monetization proposal is forwarded to Washington for
 
A.I.1.iW 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.].D.!Washington
 

The USAID Mission or Embassy submits all Title II and Section
 
416(b) monetization proposals, with its' comments and
 
recommendations, to FVA/FFP and USDA/FAS. 
The Cooperating
 
Sponsor Field epr-esentative concurrently submits the proposal 
to
 
its' Hieadquarters for approval. 
 Upon receipt of te Cooperating

Sponsor's ieadquarters' endorsement, FVA!FFP will iog all Title 
II and ;:;ct ion ,116(h) requests and forward them to divisions 
within FVA,'FFi' responsible for that specific coul.try for action. 
Title 11 and Section 416(b) proposals not submitted via cables 
should be forwarded to FVA/FFP in original and three copies. 

http:A.I.1.iW
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FVA/FFP is responsible for securing approval from appropriate 
regional and central bureaus within A.I.D./Washington and placing 
programs be fore DCC members lor final review and approval. 
Sectiol 41 6(b) Foreign Donfation Agreements must be ([eveloped in 
final formn and 0 ubnitt edltoc USDtPA for approval and signing by 
USDA/CCC. 

C. Pole of the 70 loi,pment C'oord i nat io Colmitt(c2, (I)CC) 

In Washington, U-(;. Tit 1e IF and Section 410(b) food assistance 
programs a rc eoordinatV * *d by the interagen cy Development 
Coordination Committee (IPCC), chaired by the Administrato r of 
A.I.D. The UCC al l1c acte ard manage:; food assi.staance through its 
Food Aid tSub-Committee cha iredl by USDl)A; the Titl e interagency 
Work ing oup is.5 ,ii ,a g,I lA and the Tit le It interagency 
Working Group is haii ,d t '. .1P. 'F.' Food for Poace Oflice which 
review. and evaluate.' Title 1i and Section 416(b) issues-,
 
including mont i..at ion propoals for conformity with current
 
regu1at ion s and Itl d l iines.
 

The Title I I WOrkin Grouip, norma lly meet-s bi-weekly,I wlhi,.ch 
inc] ides reo;entati I rem the l)epatments of Agriculture 
(USDA) , St at,, and Tireasury and the Of ice of Management and 
Budget (OMB). in reviewing proposal s, the State Department is 
particularly cone rned about the foreign policy implications of 
the proposed moneti"ation, and the displacement of commercial 
exports to the recipient country, and disincentive effects on 
local a gricultural production and marketing. UJSDA examines 
commodity and marketing consequences of monetization; Treasury,
fiscal. a1nd( moneta ry implications of monetization; and OMB, the 
impact on U.S. budget goals. in its secretariat role, A.I.D. 
assi.sts the Working Group in examin ing the economic development 
objectives of MYOPs as well as any overriding humanitar ian 
concerns.
 

The Working Group tends to concentrate on the following issues: 
the effect of food donations on local production/marketing 
systems and on opportunities for commercial marketing; the extent 
of host government and Cooperating Sponsor use of their own 
resources to meet MYOP reouirements; 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. If the proposal is denied, the response will specify 
the conditions that would need to be met, if any, for the 
proposal to be approved. 

http:wlhi,.ch
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The 45-working day period will 
begin when the new or amended MYOP 
or PO has been rernivnd in Washington along with the Cooperating 
Kponsor's approval and the .\SAID Mission's comments and 
recommendation,. The oq uiemnt i i he satisfied when A. .D. 
cends a I ot to he roope-atirig :;ponsorIs Headquarte rs, stating 
ipprova or disapprova l of program; or if and when A. [ .D. 

i-veisye vi vtten requestK rom the Coop arating Sponsor to 
trm inate or suspend the approval process. 
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A. INTRODlUCTION 
SUBSTITUTE 709 HO,1GOVIARNiKENTRCSOURCES.THESE 
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ON CAPACITY PROGRIMO 

GINERA L) EM0(1IT I PVJ 

3. IMl'LEIIATWI I'ONArI7ATtOrI WI-I 

E ITMF" 0f PARIICIPATING OR 

COOPERWTILE IAI HAS 1IT-[ fO 1HE OOD. fHI 


PARTICiPllIIh6 OR.ANIIA) ION IIU.1 HAVEDMOII IRATEII THE 

CAPACITY TO AI)MINISTIR THE -(V- O' ITCNETIAITION 
PhOPOI0 FORAI1COO AIlOPROILI. ';PICIFICrALY, THE 
ORGANItATION 110'1MIELTITHEIOLOWIIIG CONDITIONS: 


- TO MAXIMIZE TIlEU S. GOVERNITNT RE'OURCI:ANO ITS 

IhPACI Oh PROJECT ORT IU.T BEGO-S, THE PA CGOPERATIVF 

ARE 1O T'T THI (LIIMOI)II IES Wl - BESO-0 Af
IMAON'; THAI 

MA fIET VH.UE, THEUIAID OR U.I. 1ItBIsSSY ;hUULO IPPROVE 

THEPRICE AT IJIICH WILLBE ;01D
IIlE COMI1TO3I1Y TOASURE 
FULL VA-U IS RE( IVD. I0T)TE: I11 CCA-1I,RVETPkICE 
I HIGHLY SUO;IDIZED, hICNEIZIlIO AT THATPRICE WOULD 
NOTIE ACCEPtT8 LI. I 

* PVOSDI CCOIE4TIVI', tUST FIISUR1T4AT ALLPESOIIRCCS
 
GENERATIAJ SA-E. -- I '.S L.16I.lIATI.
FFO1CCMIOIIIi 

TRANSACTION -- 81"Ul D I'ORTHE
COST' VIIL 
PLRCHA';E/FROvISICN Of APPROV/EIAINCILI/RY INNJTS AND/DR 
INIERNrL IRAN,'PoUT, ANDTHATTHEYqJILLBE AOL[ 10 
MAINTAIN ACCUIJA1IRE(;ORES01 POCLfDT ANOUS.ES. 

TIIhTOE OF IlE A. I I). ,IEMAIJI OFMIlS;iON WItI THAT 

OC,[RSI1UT ATIOh Ai TIlECASEWITHT
M101T31IN, IL NORIiALLY 

PVO $011OCOFEIRATIREiROJEClH. 

4. ITIOEhlIVE,.: C VOLUrE OF 5.LI1 AW)EPENDIIIG fill 
CHOICE O COMIIODITI ; TC BE 'OLO, III fTI1,IION O ,RANI 
COhMOOITIIS Co.IJ, HAVE EISIIIC[?,TIK IFFErES ON LOCIL 
PRODtCrlil. AIT T HO'N,. IN M3;T PARTIALMRI HOWEVER, 
MONETIZATION CAI.,S, HAI THTI:WT .NTICII'TE IONNAiE SOLO 

Wit- CUMPF SL'CHA SMt-L OF lOE STI,
ISE I'ECENIAGI 

COhStVMII(ON TIitA Oi1.II,.CE4TIkL' INEEDA4,1Ls.0IS NO[ 
CoIP-ElFEi. If! FCE9TIONAL =AtES WIFR THIRE iS HIGH 
VO-UtI Of TAI4IAGI, OISIICEITIV, EFFECTS lAY OCCUR. 

THE A. I.MsSI. N 'HOULD CTRI Y IN ITS ;ULMIS;Z 'I OF 
THE PROPO'A- 10 A. I tL./. TAI [ITHiRTl Ile TONNIG TO 
BE SO-Il I PERCENTAGESIKHA S'iI-L Of DOISIIC 
PROOvCIiOh 1HIT IHERO IL NO SUESTAfITIA- DISINCENTIVE 
EItECT Oi LOCALFRO)IICTION AIN MARI(II lG ORE) IIIATTHE 
VO-UMIfI LAqtiEINOJijH 10 A IARVNTAN ANAL(SIS, TIiAI A 
DISINCINTIVE NA.YSIS ACC POILISHIUHAS 81R;N ANDIHERE 
ARE NO SUESTAIIIAL OISICEATIVE EFIECTS. IN ADDITION, 

AS WlIII ILL FOODAiO, THE PO MUST CIRTIFY ANDTIE 
MISSIOI MUSTCONIIR,1 THATAIIOUATE SIORAGI. FACILITIES 
ARE AVAI-ABLE IN THERECIPIIHT COOIITRYTO PREVENT 
SPOILA(I ORFhI(. THI.E TWO CERIIFICATITN. CON;TITUTE 
THE IE-LMEN OFIliMIlATICN WHICH MIl;TBE MODE BY THI 
SECRETARYOF THE U.S. DEPARTMENT AGRICIILIURE0l' FULDA). 

5 USUALMARKEIiNG REOUIRENIS IlERSI): SIIILAR Y, THE 
VOLUME OF COMIIODITIES SOLD WILL GEIIERALLY COMPRI;E SUCH 

IIIPORTS, 
COMPUTAIION/AIIALISIS NEED BiECOMPLITED TO DETERMINE THAT 
A SMA-I P[RCEIITAGE oF COMMERCIAL THAT NIl UM1TH 

THEREARENOII(GATIV EFFECTS ON AUMR. HOWEVER, IN 

EXCEPTIONAL CASESVAINTHE -EV[- 1S LARGE,A UMR 
ANA-YSIS SHOJID EE UIID[RTAKH ANDA IIVE YEARAVIRAGE 
IMPORT -IVE- LOT 10 LIETHE COMMODITY BL 'OLD S;HOULD 
ESAELISHiD. 

THE A.I.D, MISSItS4SlOULD CIRIIFY IN ITS ";U!IMISSION 10 
A. I.D./W IHATEITHER THEVELUME 10A) OF THE COIMMODITI 
BE SO ITRIPRL';ENtS SriCHA IIA-LPEIICINTAGI Of INIORTS 
THATHITANA-fT;IS IS OR SI 1i1e VOLUiMENEEDED TO RI '.OLD 

STATE 168142 5137 074551 AID'756
 
WARRANT! AN ANA-YLIS, A UMR ANA-YSIS HAS BEEN COMP-[|£0,
 

AND THE INIENDI'D IONNAG1TOOL SO-O DOES NOT NRIATIN
 
NORMA-PATTERN'; OF TRADE. ITTTHOSECASESWHEREA UMR
 
ANALYSIS IS REQUIRED, THESA-E OF TITLE 11 AND Sr.CIION
 
416.0) ARESUBJECI TOCONSULTATION BEFORE THEFAD
 
CONSULTATIVE SUBCOMMITTEE DISPOAL D ON
ONSURPLUS BASI 

THE UIR ESIABLISHED BYU!DA. (NOTE:WIERE THIRE I; MORE
 
THAN ONI"MONETIZATION PROJECT, THIS ANALYSIS SHOULD BE
 
APPLIED TO THE AGGREGATE -EVI:L.TO BE MONETIZED FOR ALL
 

PROJECTS.)
 

b. PHOIRAt DURATION AND SIZE: IN ORDER TO MAINTAIN THE
 
OBJECTIVE. OF PROJECTFOODAID, ONLY A PORTION Of
 
PROJECT CO1MODITIES SHUIDUBE NONETIiED. THE
 
APPROPRIATE LEVELWILL VARYit INDIVIDUA- SITUATION.
 
EXCEPTIONAILLY LARGEMONEIIZATION PRUPOSA-S WILL OE
 
TRFATEJ AS EXTRAORDINARY REQUIRIE
AND VILL EXCEPTIONAL
 
ItTIFICAIION. THESEWILL SE CONSIDERED 0IRA
 

CASE-BY-CASE BASIS.
 

FORTHE PURPOSEOf COIIERENT PROJECTSPROGRAMMING, 

INVOLVIISG MONETIZATION SHOULU BEPLANNED, JUSTIFIED AND
 
REVIEIIER ON THEBASIS OFLIFE-OF-PROJECT NEEDS.
 
CONSISTINT WITH IRIS, THESEPROJECTS SHOULD HAVEA
 
SPECIFIC IIPLEIENIATION TIMETABLE, WITH CLEARLY DEFINED
 
STARTING AND TERMINATION DATES AS IN ALL FOOD AID
 
PROJECTS,ANNUALEEVE-S VI-L OECONTINGENT ON COMMIOOITY
 
AVAI-AI- IT ES ANDYEARII APPROVALS.
 

7. DOCIIMENTATION AND DESIGN REOUIREIHTS: REQUIREMENTS
 
FORPROJECTDOCsIENTATIOk ANDDESIGN FOR1HONEMIZATION 
IEEDNOTBIEAS INVO-VI:D AS TIOSE FOR DEVELOPMENT
 
ASSISTAICE (CA) PROJECTS. HOVTVER,MORE IIIFORMAiLON IS
 
IIECESSAIY THANIS GENt:RA-LY IROVIDEID IN PVOOPERATIONA-

PLANS 101C" A49 COOPERATIVE PROPOSALS.AS OfPROJECT PART 

EXPANDEDOPERATIONA- PLANS DR PROJECT 11IE
OOCUI|ENI, PVO
 
ORCOOPIRAITIVE SIIOU-D THE TOLLOWING
PROVIDE INFORMATION: 

1) A DISCIIU1II Of WHYOTHERSOURCESOF FUNDS ARE 
UAAVAI-ABiLE,AIID A DEIONSTRATION THATMONETIIATIOI WIL­

1101SUBSTITUTE FORFOIT OC1.1RNMENT, PVOORCOOPERATIVE 
RESOURCES; 

2) A DESCRIPTIO OF TIlE PURPOSEOF THE MONETIZATION 
PROGRAM,INCLUDING AN ANALYSIS OF THE EXPECTED IMPACTS, 
THAI COIISIDERS THE B[IEEFITS MONETIZATION VILL BRING AND 
HOW IT VIL- ENHANCE ACHIIEVEAENT OF PROJECT OBJECTIVES;
 

J A DESCRIPTION OF TilEPLAIIED USESOF LOCALCURRENCIES 
VNICH IIICLUDES A LIFE-OF-PROJECT P-AN VITA INTENDED 
OUTPUTS,RINCHIIARNS Or PROGRESS, THERESPONSIBILITIES OF 
THE PRO ORCOOPERATIVE, NOSE6OVERTIENT ANDOTHER 
PARTICIPANTS AIID A PLAN 10 OF PERFORMANCE;ASSESSMENT 
(IN TIRE CASE OF SECTION 41641), EVIDENCE MUST BE 
PROVIDED TEAt FUNDSGENERATED MIONETIZATIONoHIn VILL RE 
UTI-IZED TO BEINEFIT 1lU PO4. 

4) A BUDGET OF.PROJECTED LOCALCURRENCIES TOIt 
GENERATLED AND PLANNEDUSES; 

9) A DESCRIPTION OFIHE MECIANICS OF THE COM01OI,V SALE 
INLUOIIIG ANYSPECIA- ORDERING ilORTOF ORVO1401ES, 
HAND-ING, INLAND TRANSPORT, AND PROVISIONS FOR 
DISIURSIMENT, CONIRO- 1oRANDACCOUNTING PROCEEDS; THIS 
sHOU-D A-SO INCLUDEA DESCRIPTION 01' THE ANTICIPATED 
OCA-SALES PRICE PICNANISMAND IREHARKETING THROUH 
WHICH FIleCOMIIOOIIES VI-L I OLD. QIOREDETAILON 
THESERIQUIMINNT. WILLBEGIVENIN THEFIC-D OANiA.) 

UNCLASSIFIED
 

http:PROPOSALS.AS


,UNCLASS IFIEU ' 0ING 
ivcparluwi of(/Slat TEILLG R AM mc 

PA'GE(3 or"03 SI'AlT I(18142 51,11 01455 A10775S STAT 163142 5i3 114550 AID776' 
C I'lOJcI AOMINI IRAIION OBJECTIVES OF PROIECI FOOD AID. IXAMP-E" ARE PROVIDiD 

BE-OW. MOUEIIZATION IS 110.1INIENDED 10 lWET THE GENINRA-
THE ICI.LOI111 COhDIIION; OF I I11N IITION S1101-1,0Bi SALARY/OVEIIHIAD COSIS O THEPVO OR COOPIRATIVES, BuT 
O8LR.ED ONLY AhCIL -AI COr. 

" 
RE-AIID TO THEPROJICT FUR W ICH 

MONCIIIATION IS SCING COISIOERED. 

1. OIERA-1 SIZE - IEIIMINATI ON OF TIE PERCI NiAGE OF 
TE IPOJCCT 10 8: IICNIEIZIO SHJOU0 BE CLCUL.ITID IN A SPECIAL CIRCUMSTAN[ ,:AL-ING FORA MORELIBERAL 
VALIU TERMS NOT 4O-'IRE, Ic[. 01-I AR VtLIE[ AT C.C PRICE IN~rRPlElATION WOIO INOO-VE FINANCING 01 CERTAIN CO;T: 
0, CUrOni IY EXCIU'IVE OF '.HIP'IIIG CO.T. ASSOCIATED WI IN PROJECT PHASE OVERFROIT1;.S.G 10 HO;T 

COUNTRY SPON',CRSHIP. TAUS, THE PROCEEDSCOULDCOVER 
2 DI,TY-FR[ STIAT, - IT1'-c II 9ND SECTION IL (BI CERTAIN COSTS AS;OCIATE0 WITH STRINGTH.NNG LOCAL 
COIIMOVIITICS;RE IMI'CRTi1 INTO RECIPIEIT COUNTRIES FilET CAPABILITIES 10 A';SU RI:SPONS.IBIITIE; IOR El EMENTS Of 
OF ItIfORI DIll IE; ERI: hONEt 231 ION I' 
NE6OTIATI01N;,141II1 hOST ,OU'RNMINI MAYRO 

CONfII1rLAIiD, 

NECIS'RY (0 
A PITOjECT 

PROIIITIIS 
AS IT IS PTASED 

USF OF PROCEED' 

OVER. ItECTIOl 416(0) 

FOR Ol'ERATIN,; AND OIEHEAO 
PRI:SFVE TiIS OY FREE STAIUS Ii WJUIO OE U:IFUL Ii EXPrN.ES AS RELEVANTNERE, EXCEPT REPE4T EXCEPT FOR 
PRIC-If*INAIY DISCIS'IONC WITH HO4STCDV!R'IENTI; COULDOf PER,.ONIjEL AND AOMINItTRAriv[ CO;T'. OF LOCA-
UNI)I.IRIAKN 111FORI; OSIGI OF THf IROJECT AND IIEIiRE I IS COOI'ERATIVES.) 
SUI31 IEO TO VAIl11PICIO TO ENSII IH ' IUTY I'RIF ST TIr' 

RFOk| Bt,;iNINIR,. IE OY';I.N, R1ViEt AID APPRIVI,- PRIC|'.S. USES OF LOCA- CURRENCIES IN MATERNALCIII-D HEALTH 

3 IIRKINGS ON IIA(,S- TlT NORIIA CRA111.COMI)DIOIES 8I,1,S 
PROGRAIPSOU-D INGLUI:ESUICHINPUIJT AS ;CALES, STOVTN 
SURVEII-ANCE CHAR S, NUTIITION EDUCATION AND PI-0T OIIA-

SQOU-C Nor BE UJIID FOR IOTI llTION A; lAEY IRI MAR4E REHYDR.TION TAERAPY ORTI PROGRAMS. 
Q0101 NOT FOR RE;AI UN.UIDI 0 SO-A'VI I; FROBLi M1 
TAC TIRTICIPFIIN; 11O 6R COOPEIAIINE IN[, THE U:AIO I1U'I USES FER LOCAL CUIRRINCIE^ IN SCIIOD- FECOING PRORAMS 
MAKEA SPlCIA- RiO!IEST I*IIHIR, (I1 TIAI THE CrHM.DIT1iIlS COULD INC-001 PURCHASE01' TOOLSAID EOI9IPMENT FOR SCIlOD-
BE SFT IN D;-K iNlOEAtEif IN :OhINTRY WI-IR 'HII GARDENS,EUUCATI 011- AID; RELAICD T NlTRITIOI AND 
FACIE 1111 ()ISI, OR Q1 IIIAT [Ih COMIO ITY :RIER 3 EQUIPMENT FOR SCHOC'LKITCHENS. 
SP-IT W1lhl 4EI , i TO lIE FRESY DIS1IIIITED liI 'IARKEI 
BAGS, AND THE PAIli 10 B: O-0 IN UNMAl ID BAS. T11 SE USES OF MONETI Ai'ION IN IrOoo FOL 3ORK COULD ICIUDE 
PROCIIURY ; A CCIRENTLY IOILOIED FOR SILES OF IER;FiCY INPUTS SUCH AS SIMP.- DO'L-, CIIET, FENCING OR 
COHrlMOI11.:. CDOPACTORS TO COlI'-ItENI -ABOR INTENSIVE INFRSIRUCT'IR 

PROJEC1S AND 'HORF-IERI TECHNICA- SERVICIS OF. E.G., 
4. Cf.MfOIIIlY Mi IN ;011[ CA;E:., IT MlY BE AIf'ROP IITE ENGINEIRS, FOFESTl:R : AND ALRICULIURIST;. 
T UIIL I,']: :.F I- ii1COMODIIIEc FUR MOIEIIZAT O' VIHI,H 
ARE Of Hjli[lF VA-VI IN I OCAL MIRIEIS fHiN TH,}SI USU.LIY CASH SLPPL[ME1,IS OR SUBSTITJIE CASHPA/MINTS TO WORKER. 
uIJISoIN lilt IROCCI, HOWIVER, TIE PO(ENl IAL FbR ARE APIROPRIAIE U0D[I SPECIAL CIRCUMSTINCES. THESE 
INCRI SEO CII9RE!ICY CENI~lI0 IS1 B IALAN :Et: AGAi NT CIROCUTAMCES APE: 
ANY IlE.EN[TEF ADItIIIIStR,iT V[ :ID -OGI ;TCAL :0:.IS, iS 
VEIL IS OVER--L COIIlODITfY AVAI-AIA1It?. WREN A. il PROGRAM0R PORTION OF THE PROGRAll SUPPOTIED BY 
Li 1|6 INItdG OMIOIIjE1(1Eil)BE 11ill11OKO, IT ;HELILDIe PAYMi-ENTIN CALMMUISTBE INTEGRA' AND FIINDANENrA- TO THE 
KEPT IN MIND THAT Ill- II HAS A ERA:IE CHOCI OF ACEIEVIMENE OF AGRIEEDPROJECTFOOD ,IDGDA-S IN INE 
COttMUITICS AVAI-A|- ltIAR DOE,; LECTION 416 (I. COUNTRYCONCENEO (E.G., THECONSTRUCTIONIOF 

INFRAS1RUCTUREI). 

0. U'ES Of LOCAL CURREIICIES 

B. IT MUST BE CLEAR THAT IHESE GOALSC01LD NOT BE 
1) INIERNA- TRA4;PORI -- COST! OF INIEINAL RINSPOIIT ACHIEVED OTHEFVISE. 
ARE AtIONSIRE MDSI IMPORTANT A;SOCIAIiD WITH PFOJECT 
FOOD AID IHEST COSTSARI PROIIIIIIVILI EXPINIVIE IN C. IT MUSTBE DETIONSTRAFED ITAT PAYMENTIN FOOD IS 1101 
CERTAIN REAS Of TIlL1011O AICH LACK AIOEQUAIEIRAN;PORT A SATI'FACTOR1 A-EERNATIVE. REASONSMUSTBE CLEAR AIO 
AND lIfRA;TRUCTUIIE. HODEVER, THILSECTS1S MU;T BE MIT IF 
THESE PROJECTSN1lE10 '.ICCIED IN REACIIIIG TAJIGITED SPECIFIC E.G., MIGRANT -ABON II, NECES",ARYTO CONSTRUICT 
GROUP' -- PAPIEII-ARLY THOS'EFIR DISTIlNi FROI TORTS AltD INFRASTRUCTURE SUEWORAERSCANNOTTRAN';PORTFOODTO 
MAJOR POPU-AIION CINIER';. PAYIIEItT OF THE CO;T. OF TEIR DISTANT HOlICS). ;NULTZ 
INFERNA- ITRANSPOIITOf GIIANTCOI|MOOITII.S IS TlE FIRST 
PRIORITY USE OF OLAL C'RIENCIES GENERIAIED Bf 

MONET IATI ON. 

THOSE CO;rS IHICH ARE AI'PROPRIATILY COVIRED AS PART OR 

INTERNAL TRANSPORT EAPEIISES INCLIDE 0110 IHO;E COST; 
WICH ARE DIRECTLY RELATED TO TRANSPOlT, HANIILING AIID 
SIORAE OF U.S. 6RANI FOO COIIIO01IIE;. INOIRECT COSTS 

AND OERHNAO CO;fS ARE1101 ACCIPIAILE INIERNA- IRAN;PORT 

COSIS. (AS EXPRI:SLD Il LECT)ION416 II), PROEOS 1,'0 BE 
USED 10 EIHANCE THi EFFICIIVENI:S. OF rRiNSPOI[TATION, 

OISIRIBUIION, OR U.E OF FOOD, INCLUDIIIG FOODFOR WOlK, 

COOPERATIVE AND 8G9I9UIFURA- PIIOJECTS ) 

ANCIILARY CO-IS -- -OCAI CURREIICIES GtNIRATEIl BY 

MONE1IEAIO MUT BE Ui.0 DIRECT Y TO SIIPPORT lHE 

UN C L AS S'FIEI)
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ORIGIN AID-O
 
.......
.......... ...... ...... ... ......... . ... . .. . . THE TCT THJCS "EC!I Il A BROAD RANGE 0; LOONAMIC
 

OR IGIN OFFICE F P -tI TI(l LOPTENT A'I IA1l II ;I R CfTE ,CPY P EOVi TO
 

INFO AAAF-03 AFEV-0 C/A-A ifi-04 AFCV-93 SEOPI IMPHUSICE A A1 ITIC , 11Z
A-] 0:1 !A,;-; T Tr HAA : 


CERP-01 4 - 0! L V~.-9! I!,4 T4 ill4 f1/CT KT.I C-. KRL~E2F, fT' :tz PCR
 

PPYR-li V " I] 5A 1,: EIA 042 TE.584I IK,
T ~ 4:KIVI~C.-V01.. 


S55 LI ED L'I~ 6 H.?r4
STN-03 STPO-ii A 7 F 0 i 'JC- il E Ik-.,, 1 A AC 0MITL:C bSO . T5. 1T 

STfA-01 AM-1V 0 P - -I ANEo-, PRI U TI NL N' IPE I NG
0 - KE : II . 15-,;I 2 T1N> Ci/OT 


ANEG- 0 ANIW'T ;- ': ,- PRI;AAM-& o ID ' 1l,,;',,I T ; I1:
 
-...-.. .-.-...-..-...-.... .. FEEDING PA4VA1S-,, P R FTTL,L T AN0 -- PARTICULARLY
.-... .-...-..
. . .... .. 


ID lOG-O E IOLUR-Ot- I h 0 IT-1 9 NEA -4 ARA-0O IN POOR COUNIRIEC kIh N ECI 40 1G BF THE GREATEST,
 

THE LEGISLATION PER IT FUL AND PARTIAL MON[TIIATION OF
 

DRAFTEO E,: A 1!D VA'PPM IF ME lV/ASD TIILE il PROUFAMS RE TEL LIMITED PARTI;l TONEIIZATION
 
APRCVFD EY A:D LA PP. E ErI TO RANGES OF b PERCENT TO IA PERCENT AN! 0P TO 3O
 

U TAF Ai l A A E,'FP: CJGCBINI PERCE[T FOR LOCC AND ;LLCC, RIPEOTI [y THESE5L TFTE 

O1:CSPECPHARD Al 10/IE:GJCE RANGES NO LON[R APPLT. REFTL r DAN, FEPTAiNING TO 

TREA JK O F AID/P C'PE:CUEISKIRCH THE BELtIMGN UETER INAT ON, JY FCU IREME , ET7C. 

AID/FVA FP JeAPAT AIO/GC:-STEPHENSN CONTINUES TO APPL ' Nil N4 1hTC PERMITSS 

-- ---------------- 335320 2E21512 /38 EOTH THE BROADER Ah1,1O/K 1 C; CI i N C ,NfOREI TRREN:IES 
P I2 2: APR ;" IF k THE REMOVAL OF L i TS ON TIE FEFCENTAGE IT MONNTIZATION. 

FN SEICTATE -AHCC 

TO AiD GORLOWIDE GIVEN THE CURRENT SHORTIFLL IN M (TING THE Fy 1988 

AGGREGATE SUE- 4N1 !M TARGET ILL CONS IDER: T E OCC 

UPCLAS STATE 134807 MONETIZATION PROPDCAL ; R FY I58 EVEN T OUGHi ThE LAST
 

ORDERING DATE FOR FI T9BS CO"'IOITIEC IS (INi I TH. PVO
 

AICAC AND COOPERATIVE MONET IKTICN PRO'CCL WILL BE GIVEN
 

CONSICERATION WITfIN If FRAMEWORK 0F THE LEiCLATION. 
E.1. 12356: N/A
 

TAGS MONETIZATION PPOPCSiS NOT PREPARED !N TIE FOR FY 1989
 
SJEJECT: NEW TITLf. II LEGISLATION AER SUBMISSICN SHOULD BE FORARDEDD COCN AS POSSIBLE.
 

MISSICNS ARE TRE3ITA AN210 ON PVO ANDIN COMMET 

REf: STATE 118147 COOPERATIVE PRTPOCALS AS EXPECITI C.L f AS PCSSIELI.
 

I. PRESIDENT REAGAN CTONED THE AGRICUL'RAL AID AND A.I., ALSO SACSTISSION' TO INCLUO, TO THE E TENT
 
TRADE EISSIONC ACT CSECTION!57 OF THE FY 1988 POSSIBLE, PV AND COOPERATIVE FUTURE MCNETI ATION
 

CONTINUING RECAL; 1ON 04 IELE.IEU -2, IT7. THIS REQUIREMENTS IN Ff I999 ADS SUBTTICSIONS 

MESSAGE COMMUhiCATSTE H 1ISIONS0, ACT EkABI.EA.l.D. TOTALTIE fT0 ThE THIS WILL TO BETTER OETFRIAIN[ 

PERTAININI TO TITLE II POCRAMS. DEMANDSAND TO JUDGE THE EXTENT TO N4ICH DIRECT FEEDING 

VS ECONOMIC DEVELOPMENT ACTIVIIi CAN BE ACCOMMODATED. 

2. THE NEW LEGIL AT IN INCLtuDE TH FFOLLOWING 

PROVISIONS: C) COOPERATIVE PARTICIPATION 

A. 10 PERCENT ACIlREGATE MOCNFTI T ISA REQUIREMENT IN PL COOPERATIVES CCNTINUE TO BE ELIGIOLE FIR TITLE II 

480 SECTION C20 I MONETIZATION PROGRAMS. THE LEGISLATION CLARIFIES THAT 

COOPERATIVE MONETIZATION PROGRAS ARE T0 8E COUNTED 
TIlEACT RAISEC FFOC I PERCENT TO !A PERCENT TtE MINIMUM TOWARDS MEETING TWE I PERCENT TI41MUM TARGET; THEY WERE 

AGGREGATE VALUI OF I'TLE II YN-FMElGENOY COTMODITICS TO INTERPRETED AS BEING ECLUCED IN ACCOUNTING FOR PROGRAMS 

BE MONETIZEDO EACH fEAT FOR NO-/RFr IT VOLUNTARY MEETING THE PREVIOUS 5 PERCENT MINI MUM REQUIREMENT. 

ORGANIZATIONS OR LCOPERATivES. IS INCREASES THE FY 

1988 REQUREMERT FROM OIL - I-. M lT O1 1TOLS 11. 1 PERIODS FOR REVIEW AND tPPROV/L 

MILLION. REQUESTS RECEIVE ,iN /AH INGTON AC II 3/31/88 

TOTALED ONLY OILS 14.; MILL ION, NEW SECTION 208 (A) PROVIDES THAT IN EFFECT THE DOCCFOOD 

AID SUBCOMMITTEE WORKINGGROUPWILL DECIDE ON A TITLE II 
B. USES OF FOAC'GN CURRIENOIES PROPOSAL SUBMITTED FIO, REVIEW AND APPROVAL WITHIN AS 

DAYS AFTER RECEIPT By THE A.I.0. OFFICE IN ^AHINGTON, 
THE ACT ADDS TO ft 40,1 A CUBLELCTION TO 07VC) AS FOLLOWS: DC. THE RESPONSE SHALL CETAIL THE REASONS FOR APPROVAL 

OR DENIAL. IF THE PROPOSAL IS DENIED, THE RESPONSE 

QUOTE FORE IGN CURESCIES 6FNERATL IRI" AN PARTIAL OR SMALL SPECIFY THE CONDITIONS THAT GOULDNEED TO BE MET 
FULL SALES OR lP;TEI 0F CCIMODIT II A, A NANPAiOI FOR THE PROPOSAL TO BE APPROVED. FURTHER GUIOANCE WILL 

VOLUNTARY AGENCY OR CCFERA T /ALL LE121 FOLLOW O THIS PROVISION.E --

1) TO TRANSPORT, STORE, AODST/IEPTT,OTIERAISE DEADLINE FOR CUBMISSION OF COMMODITY ORP.RS
VH E) 

ENHANCE TlI EFrECT F UE 1 COMDI ANDCVES ; TIE 

THE PRODUCTS ItIEFlLOT UNDER AND (C) PROVIDES PURCHASEC14ATE Tlii rITLE; NEW SECTION 20A FURTHER THAT 


ORDERS SHALL BE TPANSTITTED TO THE COMMODITY CREDIT
 
2V TO IMPLEMENT INCOME CENERAT.., COMMUNITY CORPORATION NOT LATER THAN 15 DAYS AFTER RECEIPT OF A
 

DEVELOPMENT, HELTIP, NUTRITION, COOPERATIVE DEVELOPMENT, CALL FORWARD THAT 1EETS THE HEQUIREMENTS OF TITLE II. 

AGRICULTURAL PROGRAMS, AND OTHER DEVELOPMENTAL 

ACTIVITIES. END QUOTE 3. THESE PROVISIONS ARE EFFECTIVE IMMEDIATELY AND WILL 

UNCLASSiFIED
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BE REFLECTED th A FIELD MANUALFOR MONET1ZATION PPGRAMS 
AND IN AN UPDATE OF A.I. HANC,,0uD 9, B801i CF WHI C ARE 
EAPECIED To 6E 111jfJ ATH IN TE NEXT MON14 OR TWO. 

SHULTZ 

1IMf.AS'S IFlIID
 



--------------------------------------------------- 

ANNEX C .
 

UNCLASSI lED OUTGO I NG
 

Departmentof State TELEGRAM 
PAU 01OfI) STiff 33o11 222 11471111' 101111 

-------------------....---------------------------------------------


(l9iiA OFFICE urc-81 

IF0 AhAA-G2 AfEA-si 5.1£-1) *15w-4 sCV-83 MfOP-N AmOP-i 

AA AI 4M1i LASA-8) FVA-IA LAC(-I) LAW-4 PPPI-11 

OSINA-92 R-SI I E-$-fI IA . ) Ol-0W-l 4LO-i 

LAA-i] (IlA-I A(4-U SA-81 / 4l $ Al 113ui- AAAA-i1 


INF0 LOG-tI (IU-RE A-Il (1-RI 10-11 I1-R7 atA-U 
- r

L 6 [AP-1u /834 I 

mOZfT(IT: AIO/rFvP/F I:V. PlSO:1i[ J 


A OVEOIT: AIDIFVA/FFP:T.
JOIEL 


AID/F$S:G JOE O5l/IAa:t MOSER(IW 


USOA./'A$zC AJU 1S (101| STATI/EI/OFP:C SILLO (IFI 


AIO/PPC/PS:L TANINI (20OJ AI0/fVA/PP(:L STUIBG DRAITI 


AIDIFVA/PPE:,j GILmot aIiFTI AIO/lEi/iIIJ/l:J ELIi rP$OW0
 

AID/FVA/FFP:J VoG.IR IdIO 


All/AJ 11P:1IlERILL ArT 

AID/LACID/p:Nj01gN11 OFT 

AIO/Pft/P1: LTAX6[ OFTT
 

AID/A/i:ISIOJnu OT 

------------------ 144111 3112Z /| 


I ?fuIr OCTI% tEx 

Il SICSTATE WASIKO 

TO AID WORLDWIOD
 

LUCIAS STATE llitgi 

AIAC 


(.0. 1231: I/A
 

TAGS: A/A 

SvIJECT: PL 418, TITLE II REVISED EQ0JIREMEITS FOR 


TITLE I I OPERATIONAL PLAN 

1. AT TIC TW IECEIT FOO FOR PEACE CONFC[IiC.S Id NEW 

LNI AJN AUIOJAN, CONSIDERAILE TIlE MSOATTENTION WAS 


D(VOTED TODISCUSSION OF TI( ASIC DOCUMENT UPON welCi
 

ALL TITLE II PYO PIOGN S ARE SA1ES - TOE PLAN OF 


OP'EiIATlO1.TRIUE WASGEIVlRJAG*EE(iVT TIAT BOTH AID 


AO COOPERATIIG SPONSORS M WAVE 10F0V SON Tilt TEkOCS 

N(GS.CCT I/PORTAJCE OF TIE PLANF OPERATION.TIE 

2. CURRENTLY, SECTION211.3 OF £10 REGULATION 11 SETS 


OUTTIE IIOUIRIEIT FONTIH PL.AN OPFIATIOI
0 AS FOLLOWS. 

W PLAN 01 OPERATION. EACB O3P(RATING sPonSIN IRAL 


CSWIIT TOTIE U11I 011RIPLOfATIc POST rOl TIE APPIOVAL 


OF ID/W, WITNIN Sud TIlES £AiOon TiE loan12 PrESCxII[I 


By AIDI, £ DESCRIPTION OF TIE PI0616 IT IS Sr= Ing 

DOPROPOSESTO SM. III KUCITIO WILL POVIK 


IASIC IWONISATION FORPEIPABATION AlV.'IO.M~fT
£30 OF1FOO 

10i PIACE PO"A" AGREIENTS Al ICiIVIIUAL CONTIT 000 

FORPEACE n6shm AGREClll AM WILL IWCLVOEP1001*1 

PVPMOS AND G".AL, CRITERIA FO IEASM IG P0IM1 

EFI(CTilEUttS, W 0T11CSpECIFIC ptOVISIONS II MClTIOM 

UT FOTI o IrIS PuT. ruoTiER, TRISTI TOOM 
111CR IT MAYDESCUIPTION WILL IICLUOIEi*FONYITION FORM1 

K SIETElRINE0 TRAYTIE IISTRINTION OF C ITIES II 

NOTRESIT IS A S$STTIALTIE RECIPIENT CUTRY WILL 

PIS4KTIM MODiAT 1EQUATI 

STOiAGE FACILITIES AREAVAILALIE I Tic RECIPIENT 
OF TiE Col.OITY TO 

DISINCENTIVE TO DOESTIC 

At TIE 

ONIWASTE OF tic COMMODITY. 


COUNTRY TIlE1OF [0TATIN 

PREVENT TIE SPOILAG 

3. A PROPOSE TOELIMINATE TIE NOWE FINAL TWO 

SECTION 212.1 

A&CSUISIITUTEF TIE FOLILOSUI4 LAW.4IAG. 
SE.TIrKES Or IE CURRENT OFOIII 

STATE 33041 1It l411 Ill 

TI PlIM OF flPlATqI WILLit CONSlI(ICs A PART 

fit roco ro PEACEPIOGR AS A4[[c1NT AFTERit I*
 

APPOOVO IT All. fIE kOJ(CTIVEI 0F tIt
VltN I OVERALL 


APPROVED PROGIAR, ELEENITS OF TIC PIOGRAM PAT It CIAUOI
 

IT WITTEN AGREEE(IT OF T AIfUTOIZ( ItCPRESENTATIVES
 

of YNECOOpiATIIgG SPONS01,on TII( WE NAO, MI AIDAU
 

CCC,WITIn TREIR IESPECTIVE ACAS O REPONSSILIfT, ON
 

TDE TIER, WITIOUT FORML JAfNOMliT OF TIllAEIRNiT.
 

1I CAS OF TIC COXrLICT IETW(EN Tit TEXTOF TIE
 

C1AFTED TTA PLAN OF O(PEATION T11 TEXTOFMO/ N( APPIOVED 


I"1 GiREEMNITPREVAILS. IIIt l OF OPERATION VILL
 

ALSOPIK TIE WIlC IFOIIJTION FIO PREPARATION OF
 

INItVIDUAL COmTIY 1000 ION PEACEPROGRM AI[EII[TS
 

0(11011O A AENIE0IEO
ANUALY IN PIII0 INSICAiTEAI 

vI1 TR CO-SPONM-OCEMKNT. COWITARI A lOST 

IinADDITIO TO MY 0T31 REOUIEtlNT OF LAWON 

REGLATIO, TINC PERATION P.AN WILL ImumCI TIE 

FOLLOWINISFOAICATION: 

(4)A RICIIPTIOI Or Pt0612 GOALSMOCCRITERIA IOR 

RASUING PROGRESS lE1INl TiE GOALs. EACITOWARO G 

PRRAM SUOKO IE D1E111il T0 AC11EVE11 ASVAIL[ 

OJECTIVIES WITVI A SPECIFIES P1ER100O TIlE. 

OtSclIpTlON:) PIROGIWI 

U P20SLIN STATEMOT: LWlA?ARETIE COAQACTERIST CS,() 
EXIT AAU SEVERITT OF PIOILEIrTIAT TIE PMO1AK VILL
 

ADDRESS.
 

a) SPECIFICATION OF OSJECTIVES: CLEARCONCISE 

STATTIVET OF SPECIFIC OIJECTIvi$ I*o12 610TONEACi PE 

TOMAOS REAC9INA 
IF TliCE AXE SEVERAL OIJECYIVES, INDICATE 

CRITERIA FOR ICASURIIA PROGRESS 

OBJICTIVEI. 


PIIIITIES. 

-- 01)KSC3IPTINI OF TIE TAIGET POSFLATIOU IT PROGAI, 

111111OIG ECONOI1IC/ITITION RELATIEI CIAACTilISTICI, 

TIAT If )2MFICIET TO PERMIT A IETEWIIRqATION OF 

RECIPIENT ELICISILITY FOR TITLE II COIS $.OTl 

A1M (IMPLOlINT
DESCRIPTION OF TIt EDUCATIONAL 
CRlAATRISTICS OF I'V TARGETGROP, AS rAY X RLEVA 

TO PRO"NU I&JECTIVES. TIE IATIOILA.E FORS[LLCTION IF 

T1 TAMRT R01W. TE 6ATIONLE FOI SELECTION OF 

6L13CAL AREAS WIN131 P0011 VILL K d1llS Wt. 

CCM.ATIN 01 CVArAM: PERMUT OF TOTALTARt 

PiPlATlOI IEAIKiM. 

.f
" KSUIPTIOr INTE217iiG IBC2 

- Q-) ATIOl CAI'lSITION: iKSCIIIPTII O IATINM, 

mATIlNL FOR SIZE AND UCfIITIiN, ASSESWMIET OF 

EFECTIVESS I ITIOIN. NUMIUl, ACCLPTI N. 

P11"- 1-11-11 MWITEI 1 CIOM hTS 
IWWTS IVEIIFICATMOF EXISTIfN MUIN 

COPRtENTMY PRO"*1 Cf"IV TS, I.E., (pVCATI111 
TIRE AREK[SSMIOWN NOITOGING, TRlIlll, ETC., To 

ACNItv "M AN IWCT, INCLIOIIK KTMITIU F 

FI I. COISTI 1LONES IF rMOiNS.. 

- - -) INTI ETION STRATEC: PEIRIS N 11111 

ITSVeiL OMOSSPIWU.IN i P11 I RM COF 

ACTIVITI.SMI) LIKIAGES VIto 11t KEWLVI 


AS EALTVI EXTESSIM KSCIKION AGRICLIENAL SECIICES: 
SPEIFIC V(AS IF C&LRIOATION RELATIVE TO PIORAS 

UNCLASS IFIED
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P IPOSfS OF ASSISSINQ PlOGi OF(RArlOI AN0 IMPACT. 

ISCRIIPTIOm of "1iraioe. 
 SYSTEM Foa CkLCTIOI, 


ANALYSIS AND UrTLILATIOIS Of IIfONRIATlO PLlS FOg 

LYVAUATIOI, is K(LL AS PLANS FTO CONOUCTINGINTEIRAL 
#(VIEWS (211.s CIcil 

IE 


7) TITLE VAX TIEII PHO AAt BASEO 04 ASSUMPTION OF 
Il(-LIu (O SUPPORT. tkE PLANOF OPERATION SOO 


COVERA AULTI-YEMTIlE FIAil, IONIALLY 1R( TOFlIt 

Y'UAS. SUCXA P1110 ALLOWlOEmmTIME FORA
SmOULO 
PIOUA TO BECOM(FULLY OPE ATOIAL A4O TO PERMIT 
EVAL'IMT/IO IMPACT AMC {fFfCTIVI(fCj AS WELLASOF 


SPECIFIC MEASUREMIIT Or PIOGRESS 1# AC311EVIlSTUESTATED 
PIOIAMI GOALS, PLANSFOgLaO CONSI0ERAIIUS ImLIuVlD 
P1ASE"OV(fIP1AS(L.UT SIOOLO It OISCUSSLO. 

CI DETAILS OF 1OST 4OVE rIr[x(,COOEIATINK SPOgSM AI 

OTELI NON-lfSG SUPPORT
FDOTgEPROPOSED PIOG UI, VIT 

SPCIFIC SJGTAI, INFr.ATION 00 NOVTIEU FU*OS ARETo 

SEUSEDCE.G.COMPLEMIITARY IkPUTS, TRASP OE,

AOMINISTRATION), 
 W(RE RELEVANT, DISCUSSION OF NO 

ICIPIEIT COOITIRIJTIOIS AE TOIt NAOL[. 


0) STAT(PIPNT AS TONOWTEE OIGIRIEIITS FORPUBLIC 
(COGNITtOt, CONTAiIR MNAKIWGS,A10 US' OF FUNDSS L 

FOTIN IN 211.1 Ci , III AD (1) BELOW,A O SECTION 21.11 
W AMC6I WILL IH MET. 

(I A LOCISTICS PLAN TkAi O0IIONSTRATES TIN ADEOJACY AMO
 
AVAILABILITY IN A RCIPIEIT COUNTRV
OF POor FACILITIES,
 
TRANSPORTATION MITSTOIACE FACILITIES TO NAOLE TIE FLOW
 
or OIYrOII(S TORECIPIINTS TOPREVENT SPOILA41 Ol 
WASTE.A FUSTMERAFFIfNAOMo MIST it WAEAT TIE TIME
 
OF (SPOETATION or Tf CoIWIOoITY.
 

F) WFFICI[VT INFORPTION CONCERIIIG IN[PLAN OF
 
OISTIRUTIO AN INE TARGET
GROUPOF RECIPIENTS SOTNAT 
A OV(TLNINATIO CANIC RUCEAS TO YffImER ri PrOPOSIt
 
FOOD DISTRIRUTIOE WOLO 
 RESULT II A SISTANTIA L
 
OISINCEITIVE TOOWESTIC 
 FO0c PnROuCTIo0. 

iGIOESCRIPTION OF TIE PITIO TOI[ USo TO sUVEEVISE
 
MO MONITOR TIE OISTRIIIUTION OF COITI[$.
 

IN)INFORIATION TOSX0V APPIOVAL OF FoICK SO IIIIT
 
TO IMPORT TIE OOEUTU CONIOITIES CUFTFan.
 

4. TIE AID NO PL 410 II0FET AMC PtOGARII CYCLES
 
STRETC1 
 OIV A LOIG PEIM RAIIG IT DIFFICULT TO
 
SIOTILY INITROGUCI REOFUIIIINTS SM AS
IKW PIOGUAR 
Til. NO.IER IT IS 0N INTENTION TO M11iR1111 SMCi
 
POTITIAL 01SR'TIOi IV INSURIN THAT 14L PIOftMS
 
S"14S1ES NAVEACEUATE TIME 
 TO PIEPAE £0 PRIESIENTTIN
 
NEWPIAS or OIRtAtION. TN( ICU PNLTI-AItR nIN OF 
OPERATION VILL UL REOUIED FOR ALL RtGLMA TITLE II PVC
 
PROGRAMAS PAT OF TI( SUIAIION ALONGVITI TIIEAl TO
 
TIE USAID OR NISSIONS All AIOIWASNIIGTON IN TUEV11104
 
OF I1| FOE FISCAL TEAN1157 PROGRAM R.S.
PiRO A IN
 
SIIIEOUXIT YEARS, 
 dINli NEV MKTI-YEAR PLAS UI OPILATION 
AAE REWJiR0, TIET SNOULOSE PUrP(ARto0 SIJiIITT[o 
FURTIER IN AOVANCOF TitYEARIN I TREY ABETO 

IEGIN, II OO6CR TO PERMIT AN(UArE TIM FORSUIISTA1NTIV 
REVIEV MO APPROALN..In ANY (VEIT, V(C ll. E [CT
OPERATIONAL PLARS TO SKSMIRITTEI TO AII/MUII GTO N 

STAVn 
 1216 914766 AIlRI
 
LATER TIAN IN[ fISSION ACTION PLAN COVERING Tlo
 

FrLOVIi FISCAL Y[U'S PIKAAR. ONCEA MKJI-TCAA 

OP (RA T IOI A L PLAN NAS I ( (% AP PIOVED , O NL. AN OATING 

EIENA SIGNIFICANT C€NA. 
FROM ItIIAPPIOVED PLAN IN
 
PROGRAM OI[CtIVIS, M11TOOOLOGY, ItSifA 04 RACITUOCS.
 
UOATES SPOULOII SUIMIITTEO LACN TEAR FOE I[VIV VITO
 
TH( ALRS.
 

. GENERALLYSLI", Tit ISPONSE TOEERGENCY 

SITUATIONS USING TITLE II RESORCS 00(DSNOT PEIIRITTIE
 
MSAE OF KTAIL AN CIETAINTY OF ANALYSIS TIAT
DEGREE 
iLL BE [Lfl(CTO IN PLIANIN TInt II ILJu
 

-CnISGECY PIOARS. IOCVIR, 
 PLANS OF OPERATION ARE
 
OUI. FOR PlO EMERGENCY ALONG
ALL PIKAM 0 WTI TIE 

Aul AM, EFFECTIVE IMMEDIATLLY, 001A.111LT IU PREPARED 

FOLLIVli TIS 1KV FIMT. ALL OF IN(MW ASIC
ImUS SIT FOrNT1I TIE PLANOF OPERATION FOImAit IUST
 
IK AIES3ES WEN PROPOSIN TITLE II E[IN C PnGAn
 
AS WLL AS REGULAR
1101-09161y PIOGRAM. 

I. All/V VILL tLOUIRE TNATA FULLY OYELOCD 
OPIERATIONAL PLAINACCOMPAI ALL TITLE If PVO P2OGIA
 
liWaTs FOE GU.manR (EIINRGICYPIOGAIS. FVA/FFP 
WILL EVICT ALLQUDlS A110/01IISIOMS TOCOI11XT ONTiIE
PUITSrAiE ADAuOVA C OF TIC PVCOPEIATIONAL PLANS tIfl 
SW ITTEO TO AID/V ALOINVIti A P04GR1 IEOEST 411 TO 

AOIESS Tie PLA'S RELATICINSIF TO AMC CONSISTEICY WITtTEERISSIOV*S COUNTRYSEVILOP INT STRATEGY.TEL 
IOFOfETION I TIll CABLERASItEE PROVIDED TO INEPVC 
NIADIJARTCRS. PLEASE PIOVIC COPIES TO TNC LOCALTITLE 
II COOPERATING SONSORS. SIILTZ 
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DRAFTED BY:AID/FVA/FFP/PCD:GFRAZIER:JLAIBERT:GF:6174M 

APPROVED BY:AID/FVA/FFP:JO'MEARA 

OMB:OSPECKARD: SI18) USDA/FAS:MCHAMILISS:.ORAFT) 
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AIDAC FOR NAIROBI, ABIDJAN REDSO/FFPO AND AGATT 


E.O. 12356: N/A 


TAGS: N/A
 
SUBJECT: GUIDANCE FOR DEVELOPING AND IMPLEMENTING 

SECTION 416 PROGRAMS 


REFS: (A)STATE 311501, DATED 27 OCT 43 (1) 
REGULATION II 

SUMMARY: PURPOSE OF THIS MESSAGE ISTO OUTLINE FOR 

MISSIONS PROCESS INSTITUTED INWASHINGTON FOR HANDLING 

SECTION 416 PROGRAM REQUESTS; INFORMATION NEEDED IN 

ORDER FOR WASHINGTON TO CONSIDER PROGRAMS; REPORTING 

REQUIREMENTS FOR DONATIONS AND SA-ES/BARIER PROGRAM; AND 

THE BASIC AGREEMENT 10 BEUSED FOR ALL FUTURE ECTION 


STATE 000491 3199 989603 All
 
416 PROGRAMS. AIO/V WILL CONTINUE TO ADVISE MISSIONS OF
 
SECTION 416 C 'MOOITY AVAILABILITY SITUATION. END
 
SUftMARY
 

RACKGRoUNI
 

A. SECTION 411 .6)OF THE AGRICULTURAL ACT OF 1949, AS
 
AMENDED, AUTHORIZES THE COMMODITY CREDIT CORPORATION
 
(CCC) TO MAKE OVERSEAS DONATIONS OF AGRICULTURAL
 

COMMODITIES ACQUIRED CCC'S SUPPORTTHROUGH PRICE 

OPERATIONS ORINOTHERWAYS. 

(1) ELIGIGLE AGRICULTURAL MAYCOMMODITIESBE 

OFCARRYING OUTPROGRAMSDONATED FOR THEPURPOSE 	 OF 
ASSISTANCE, IN DEVELOPING COUNTRIES AND FRIENDLY
 
COUNTRIES, SUCAi
AS ARE CARRIED OUT UNDER PL 480
 
TITLE II. INOTHER WORDS, THE PURPOSES OF SECTION
 
416 8I PROGRAIS, LIKE TITLE IIPROGAAMS, CAN COVER
 
THE SPECTRUM FlROMI
HUMANITARIAN RELIEF TO ECONOMIC
 
DEVELOPMENT. (LIMITATIONS ON MONETIZED 416 (8)
 
PROCAMS ARE DISCUSSED INPARA 4 BELOW.
 

(2)COfMN0)ITIES MAY BE DONATED THROUGH FRIEND-Y
 
FOREIGN GOVEIMBMENTS AND PUBLIC AND NONPROFIT PRIVATE
 
HUMANITARIAN AGENCIES INCLUDING COOPERATIVES, AS 
UELLASINTERMIATIONAL OPGAHIZATIONS QUOTE 
COOPERATING SONSORS UNQUOTE). 

(3) MISSIONS ARE REMINDED THAT INACCORDANCE WITH
 
SECTION 416 .11)ANY DONIATIONS UNDER THIS
 
SUBSECTION MUST BE COORDINATED THROUGH THE OCC AND
 
INACCORDANCE VITH SECTION 416 (6)5.6
MUST 	BE IN
 
ADDITION TO TK LEVEL OF PL480 ASSISTANCE
 
PROGRAMMIED UN*R THEAGRICULTURAL TRADE DEVELOPMENT
 
AND AS3lSTAtc ACTION OF 1954.
 

REGULATION 1, WHICH OUTLINES THE PROCEnURES/CONDITIONS
 
GOVERNING COMI'OITY DONATIONS, ISCURRENTLY BEING
 
BROUGHT UP Ta DATE.
 

B. LEGISLATIV CHANGES, RECENT EVALUATIONS OF SECTION
 
416 II PROGRAIKS IN A NUMBER OF COUNTRIES, PLUS
 
DELAYS/PROILEUS EXPERIENCED DURING FY 87 IN
 
ADMINISTERIIW SOME SECTION 416 (8)PROGRAMS INDICATE A
 
NEED TO UPDATE WASHINGTON GUIDANCE TO THE FIELD FOR
 
DEVELOPING AN NEGOTIATING PROGRAMS AND TO IMPROVE
 
WASHINGTON PROCESSING. SINCE SOME MISSIONS AND PVOS ARE
 
INTIE PROCESS OF DEVELOPING PROPOSALS, WE FEEL ITIS
 
IMIORTANT TO PROVIDE COOPERATING SPONSORS AND MISSION'
 
WITH REVISED SmJIDELINES TO ADDRESS FOLLOWIIG CONCERNS:
 

.A. TIlERE I A NEED TO DEFINE MORE CLEARLY 
INFORIATION RQUIRED OY WASHINGTON TO REVIEW A 
PROGRAM PrOPO3LAL. THIS SHOULD EXPEDITE PROCESSING 
ANDEM DELAYS RESULTING FROM NEED TO SECURE 
ADDITIONAL I1FORMIATION.
 

.9). ?NEFAST CHANGING CCCCOMMODITY ST6CK SITUATION
 
THAT ESULTS FROMI
THE VARIED USES OFTHESESTOCKS, 

RESULTEDIN WIIE COIMODITIES BEING UNAVAILABLE UNDER 
SECTION 416 POGRAN INLATTER PART OFFY 87. SUCH
 
COMMIDITY AVAILABILITY CHANGES WILL LIKELY OCCUR
 
DURING TiE COURSE OF A FISCAL YEAR SINCE OTHER USES
 
OF CCC STOCKS TAKE PRIORITY OVER SECTION 416 .1).
 
MISSIONS AND COOIERATING SPONSORS SHOULD REALIZE
 
THAT SECTIONI
416.B) INVOLVES SHORTER-TERM PLANNING
 
THAN TITLE II PL 48. ADMINISTRATION AND
 
CONGRESSIIA. POLICY ISTO REDUCE EXCESS CCC
 

UNCI ASSIFIFn
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SOCK , THIS FACT HUSI BE aOFE IN 1i40 ,f N ORIGINAL AND I COPIES AL PRPOSYLS SHOUlD RE
 

DEVELOPING PROPOSALS 
 FORWARDED TO 0ASHINGTON IN COMPLETE OR PARTIai FORM
 

BEFORE BEING RtJECTED BY FIELD MISIIONS
 
(C). PLAN OF OPERATON CH, V UELOPBY ThE V 1iiOUS 

COOPERATING S'PONSORSVAR0 C 14 LL oNI!NT 8. FVA/FFPB N IS RESPONSIBLE FOR SEC1IRrG APPROVAL WITHIN
 
AND FORMAT. THIS ICTIIES THE EEED TJ CEVELOP 
A AID AND PLACING PROGRAMS BEFORE DCC MEMBERS FOR FINAL
 
SIMPLIFIED STNOARO AUREENT AND PLAN OF OFERATION AGREEMENTS BE DEVELOPED
REVIEW AND APPROVAL. l1tS1 IN
 
.SEE PARN 7 BELOW TO RE USED DY ALl COOPERATING FINAL FORMANDSUBMITTED TO USDA FIR APPROVAL AND
 
SPONSORS COVERING THE MI IM INFORIAIION NEEDED BY SIGNING BY USO.A!CCC.
 
VASHINGTON FGR PROGRAM APPROVAL. A39IT:ONAL
 

OPERATIONAL DETAIL-
 CAN LO BE COVERED IN THE PLAN C. ITSHOULO ZE RECOGNIZED THAT IT CAN TAKE 45-69 DAYS
 
OF OPERATION. SIDE LETTERS OR MEMORANDUM OF OF FORMAL INFORMATION
AFTERRECEIPT PROPOSAL AD BACKUP 

UNDERSTANDING SHOULD BE AEPT TO A MiNIUM SIIICE PROURAM
BEFORE REVIEW IS COMPLETED, AND AGREEMENT IS
 
THESE WOULD HAVE TO BE APPROVED B USDA AND A!O. SIGNED,ANDCOMMOOITY PROCUREMENT [GUN.
 

CT,'IN ACCORDANCE ITHTSTATE!T5F 4, AUGUST 20, 3. C&tMOOITY SITUATION
 

1.17,THE DONATION OF AGRICULTURAL COMMODITIES UNDER
 
SECTION Ol6 ) %ORTITLE II OOES NOT CONCTI TUTE A. SfCTION 41E B SETS FORTH MINIMUM TONNAGE LEVELS TO
 
ENTERING INTO AN iNTERNATIONAL AGREEMENT ITHIN TNE 1C MADEAVAILRLE EACH YEAR, SECTION 116.B) ISNOT A
 
MEANING OF THE C 'SE-IARLOC I ACT IU..C. OOLLAA THE COMMODITY AVAILABILITY FOR
I1B), AUTHORIZATION. 

REGARDLESS OF AtOCNT, THEREFORE, THESEARE NOT
 
REQUIRED TD BE PCCHEO TO ATE iT,BUT ARE SECTION416 .0) IS INITIALLY DETERMINED BY THE SECRETARY
 
FORWARDED TOFVA!FFP/PCO AND U'5DA OF AGRICUtTUPE AT THE REGINNING OF EACH FISCAL YEAR.
 

THIS DETERMINATION, REQUIRED BY LE(ISLATION, IS A
 
1) BY ESTABLISHING GETTER YANAGEIFNT AND 
 FUNCTION OF BOTH THECCC SUPPLYSIIJATION AND ESTIMATE 

MONITORINGS T,TS iN LIASHINGTONANO IN THEFIELD, OF DEMANDS O0 CCC STOCAS DURING TATFISCAL YEAR.
 
W EXPECT TO REDUE THE IIE RE ,:REDFOR MV;SIONS 
 LEGALLY SECTItN 416 B1 IS A LOW PYIORITY USE OF CCC
 
ANDGASHINCTON ESPOPCE T 
PROPSSALS AN STOCKS ANDFIREINITIAL DETERMINATI CN IS NOT A GUARANTEE 
REVIEW/'PPROVAL jF AGRLITLNTS AVAILABILITY FOR THE FULL THE CCC Of CONTINUED YEAR. 

STOCK SITUATIOH CAN BE, AND OFTEN IS,VERY CHANGEAB E.
 
FT. LACH Dr ADEQUATE REPORTN6 AS BEEN A PROBLEM THEREDUCTION IN DAIRY STOCKS WHICHRESULTED IN NO
 
INOUR AlSiLITYTO 'ONI TORANDEVALiATE PROGRESS FOR AVAILABILITY O DAIRY PRODUCTS FOR SECTION 416 .81 IN
 

DFOGAAYT!,YG 


PROVILING INFCPMATICI 'hOC TORESPOND TO
 

POSSIBLE LUTURE Y[R SEC!S-ONS AND IN LATE FY 118 PvNOINFY 1988 IS AN EXAMPLE OF THIS fACT. 
A2,,1.NTOY 


. CURRENTLY 
ATTENTION NEEDS TO RE . 10 ' C.P.'NBflllT SORGHUM AND 3UYBEANS. VILE wHFAT AND SOYBEAN 
REPORTING BROCTRHENTSDOT *N t i FIELD AND QUANTITIES ARE LIMITED, CCC STOCKS CF CORN AND SORGHUM 

CINGRESSiO AL REPOPT'N,! RLTEU I MORE AVAIEABLE UNDER SECTION 116 ARE WHEAT, CORN, 

WASHINGTON. REMAIN LARGE.
 

C. USDA AND AID RECENTLY PLEASE OR RICE HAVE BEENROSESSED A REVISED .REF A) NOTE TIAT NO DAIRY PRODUCTS 

DETERMINED TO BE AVAILABLE. AS RE(ARDS TO WHEAT,
 
MEMORANDUM OF UNDERSTANDING HOU) 
OUTLINING SUBCLASS OR PROTEIN LEVEL CAN NOT E GUARANTEED. THE
 
RESPONSIBILITIES OF 1011 AGENCIES OUMINISTERING SECTION 
 AVAILAILITY OF CERTAIN CLASSES OF WHEAT BE LIMITEDMAY 

416 (B)PROGRAMS. THIS MOU CONTINUES AID'S ROLE AS THE THROLG14IO.TIRE YEARDUE TO DOMESTIC DEMAND. USDA WILL
 
AGENT OF CCC FOR THIS PAUGRA. THEMOU VILL BE CONTIIUN".LY WI TOR AVAILABILITY SITUATION AND SUPPLY 
INCORPORATED FOOD HANDBOOK 9 VlICH UPDATED INFORtIATION AT LEAST QUARTERLY.IN THE AID FOR PEACE WE WILL ADVISE 
IS IN THE PROCESS OF BEING PEVISED AND HOPEFULLY WILL BE THEFIELD BY CBLE. 
TFANSMITTED TO THEFIELD EArIlt CAtENDAR YEARI93t. 
MEANTIME,THIS CABLE PROVIDES INTERIM GUIOANCE FOR a. IN TwE PAST SOME PROBLEMS HAVE BEEN POSED BY LAST 
PROCESSING FUTURE YEAR PROGRAMS. WASHINGTON IS AO 14 MINUTE COMWOITY CHANGES, REQUIRING AGREEMENT 
THE PROCESSOF REVISING 'EF IIIREGULATION I GOVERNING AIIENIMINTS. T1HEREFORE, IT IS IMPOFTANT THAT OPERATIONAL 
TEE IMPLEMENTATION OF THE PROGRAM, WIICH WILLBE PLANSCONTAIN SCHEDULESREALISTIC Of DELIVERY 
PURLISHED II THE FEDERAL REGISTER AND INCORPORATED IN IN-COVTRY. MISSION AND COOPERATING SPONSORS SHOULD BE 
TEEHANODBON, AWASErA? COftODITIES PROVIDED UNDER MUSTTHE AGREEMENT 

BE CALLEDFORVARD WITHTHESHIPPINGIN ACCORDANCE 
2. PROCESS CONTAINED A TO THEAGREEMNTSCH- .£4L[ IN THE ATTACHMENT 

OPERATION) IN ORDER OF.PL IF" TO BEASSURED 
A. TOFACILITATE BETTERCONTROL OF OfANDASSIGNMENT AVAILMLITY CCCSTOCKSANDIN ORDERTO AVOID 
RESPONSIBILITIES, ALL PROPOSALS TOARETOBE SUBMITTED TIIE-CNSImIN ALENDMENTSTO AGREEMENT. 
AIO/WASNINGTON, MARKED INFOATTENTIOK FVA/FFP!PCD WITH 

TAGSFORFVA/FFP,'?OD, FVA/FFP/ C. SHOULD THATUNDER(ANE, LAC, OR AFR), AND 1IStION! REMEMBEP USUALCONDITIONS 
PASS USDA/FAS. FVA/FFP/PCO WILL LOG ALL SECTION 415 .B USDA RIEORIES 66 DAYSTODELIVER BULKCOMMODITIES AND 75 
PROPOSALSiREQUEST, SENT FOR ACTION BAGGED 
TO DIVISIONS WITHIN FVA/FFP RESPUNJIBIE FOR THAT OFCCOY SIGNED IS RECEIVED IN ASCS 

AFTER OHICH ThEY ARE DAYSTODELIVCR COIAOOIITIES TO US PORT FROM DATE 
Of AGREEMENT 

SPECIFIC COUNTY. SiE ONE f iCEPTIONIS SECTION 416 BI PROCUR[ENT IFICE, CITY. MISSION PROPOSEDF KANSAS 
SUGAR QUOTA PROURAM WHICH LI CNTIIUUE T0 C' PROCESSED SCHEDM.E SNOID REFLECT THIS TiE LAG. 
BY FVA/FFP/PCD FOLOWING
H UISNCECONTAINED IN :TATE 

TAl ,TATE h"1931, 0. TOHAVE111664, DATED APR'il4, IDT DATED IT IS BECOCING INCREASINGLY IMPORTANT 
APRIL 13, 13T. SCCT'jN 41L RI PAOPOSAI S NOT SUBMITTED CONTROl
S RE TIMEFRAME FOR PROCESSING PROGRAMS AND 
VIA CABLES SHOULDEl FEIRVARUU To VA/FFP,/PCO IN SHIPPING EOL(nANOITIES. SECTION .B)IN THE FUTUF[, 416 

1114M I.IFn1IF 
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COMMODITIES WILL BE HANDLED IN SAME MANNER AS TITLE 
I 

AND II, THAT ISMISSIONS AND RECIPIENTS SHOULD PLAN FOR 


PROGRAMMING ON FISCAL YEAR BASIS.
 

E. MISSIONS ARF ALSO REMINDED THAT CARGO PREFERENCE LAW
 
REQUIRES THAT 79 PERCENT OF THE TONNAGE UNDER THIS 

PROGRAM BE SHIPPED ON US FLAG VESSELS FOR SHIPMENTS 

APRIL 1, 1987 THROUGH MARCH 31, 1988. BEGINNING APRIL 


1, 1988 THIS PERCENTAGE INCREASES TO 75 PERCENT. 


4. INFORMATION REQUIRED FOR WASHINGTON CONSIDERATION 


A. REGULATION 19 OUTLINES INFORMATION TO BE SUPPLIED IN
 
THE PLAN OF OPERATIONS TO BE SUBMITTED TO AID FOR 

REVIEW/APPROVAL, ONE AREA WF HAVE EXPERIENICED PROBLEMS 

INTHE PAST IS WITH RESPECT TO BELLMON AND USUAL MARKET 


REQUIREMENT UMR INFORMATION. GIVEN THEFACT THAT MANY 

COUNTRIES ARE RECEIVING LARGE FOOD AID ASSISTANCE FROM 

VARIOUS SOURCES (TITLE I, II AND OTHER DONORS) AS WELL 

AS SECTION 416 (8),IT IS IMPORTANT THAT MISSIONS AND 


COUNTRY OFFICIALS REVIEW COMMODITY NEEDS IN TERMS OF ALL
 
RESOURCES, SUPPLYING CYMP-ETE DETAILS AS TO WHEN 

COMMODITIES ARE NEEDED AND TYPES REQUIRED. 


B. AS A REMINDER, IN ADDITION TO GUIDAIICE 
CONTAINED IN 

EXISTING REGULATION 10, FOR THEPLAN OF OPERATION THE 

FOLLOWING INFORMATION SHOULD BE SUPPLIED FOR ALL
 
PROPOSALS: 


.1). INFORMATION AS TO WHETHER REPORTING
 
REQUIREMENTS HAVE BEEN MET, ALSO, MISSIONS SHOULD 


PROVIOL SUMMARY OF PROGRESS TO DATE IN ACHIEVING 

PROGRAM OBJECTIVES OF EXISTING SECTION 416 .6) 

ACTIVITIES AND IDENTIFY ANY AREAS REQUIRING 


ATTENTION, SUCH AS MONITORING AND EVALUATION. 


(2). FOR EACH COMMODITY REQUESTED FOR ANY MONETIZED 


COMMODITIES AND ANY GOVERNMENT-TO-GOVERNMENT 

PROGRAMS, WASHINGTON NEEDS SUPP-Y, DEMAND, AND TRADE 

INFORMATION PREVIOUS 5-YEAR COMMERCIAL IMPORTS RY 

YEAR BY COUNTRY OF ORIGIN AND ESTIMATE FOR CURRENT 


YEAR) FOR DETERMINING USUAL MARKETING REQUIREMENTS. 

IF THIS INFO HAS ALREADY BEEN SUPPLIED FOR 

PROCESSIXG TITLE I OR TITLE IIPROGRAMS, MISSION 


NEED CNLY UPDATE INFORMATION, AND PROVIDE CITATION 


OF DOCUMENT THAT CONTAINS ORIGINAL DATA. MISSION IS
 
REMINDED THAT USDA DEVELOPS UMR LEVELS, WHICH THE 


DEPARTMENT OF STATE CONSULTS ON WITH OTHER EXPORTING 

COUNTRIES. NORMALLY 1 WORKING DAYS AREALLOWED FOR 


THESE CONSULTATIONS. 


.3). DATA NEDEODTO FACILITATE USDA MAKING REQUIRED 

IELLHON DETERMINATION .THATIS COUNTRYHAS THE 
CAPACITY TO HANDLE, STORE, AND DISTRIBUTE 


COMIMOITIES WITHOUTSIGNIFICANT LOSS; ANDTHATTHE 
COMMODITIES REQUESTED WILL NOT RESULT IN SUBSTANTIA 

DISINCENTIVE TO OR INTERFERENCE WITH DOMESTIC 
PRODUCTIONOR MARKETING). BELLMON INFORMATION MUST 

BE CONFIRMED BYHOSTGOVERNMENTASWELLAS US 
MISSION. 


.4), WHERECOMMODITIES ARETOBE SOLD,AGREEMENT 
LATTACHMENTA, PLAN OFOPERATION) MUSTINDICATE 

PRICE COMMODITIES TOBE SOLD REFERENCE TO QUOTE 

WOULD IF 
NOSPECIFIC PRICE IS TOBE ESTABLISHED) ANDTHAT 
GENERATIONS BECEPOSITEDINTO A SPECIAL 

CURRENTMARKETPRICE UNQUOTE BE SUFFICIENT 

ME-TO 
ACCOUNT. PLAN OFOPERATION MUSTOUTLINE HOW 

STATE 168491 3799 31963 A 
PROCEEDS ARE TO Of USED IN A MANNER CONSISTENT WITH 

LEGISLATION E.G. PER SECTION 416 .l) .7). FOR 
MISSION USE WEQUOTE THELEGISLATION: 

QUOTE
 

416 .1).7) ELIGIBLE COMIODITIES, AND PRODUCTS THEREOF,
 
FURNISHED UNDER THIS SUBSECTION MAY BE SOLD OR BARTERED
 
OALY WITH THE APPROVAL OF TIlESECRETARY AND SOLELY AS
 

FOLLOWS:
 

(A) SALES AND BARTER THAT ARE INCIDENTAL TO THE
 

DONATION OF TIRECOMMODITIES OR PRODUCTS.
 

.B) SALES AND BARTER TO FINANCE THE DISTRIBUTION,
 
HANDLING, AND PROCESSING COSTS OF THE DONATED
 
COMIODITIES 0f PRODUCTS IN YHE IMPORTING COUNTRY OR IN A
 
COUNTRY THROUII WHICH SUCH COMMODITIES OR PRODUCTS MUST
 
BE TRANSSHIPPED, OR OTHER ACTIVITIES IN THE IMPORTING
 
COUJWTRY
THAT ARE CONSISTENT WITH PROVIDING FOOD
 
ASSISTANCE TO NEEDYPEOPLE.
 

IC) SALES AS BARTER OF COMMODITIES AND PRODUCTS
 
FURNISHED TO INTERGOVERNMENTAL AGENCIES OR
 
ORGANIZATIONS, INSOFAR AS THEY ARE CONSISTENT WITH
 
NORMAL PROGRAIING PROCEDURES IN THE DISTRIBUTION OF
 
COMOCITIES 3i1THOSE AGENCIES OR ORGANIZATIONS.
 

.D).0ISALES OF COMMODITIES AND PRODUCTS FURNISHED TO
 
NON-PROFIT ANO VOLUNTARY AGENCIES, OR COOPERATIVES, FOR
 

FOOD ASSISTANCE UNDER AGREEMENTS THAT PROVIDE FOR THE
 

USE,BY THE AGENCY OR COOPERATIVE, OF FOREIGN CURRENCY
 
PROCEEDS GENERATED FROM SUCH SALE OF COMMODITIES OR
 
PROOUCTS FOR THE PURPOSES ESTABLISHED IN CLAUSE .11)OF
 

THIS SUIPARAGIAPH.
 

.11) FORUIGN CURRENCY PROCEEDS GENERATED FROM THE SALES
 
OFCOMOITIES AND PRODUCTS UNDER THIS SUBPARAGRAPH
 
SHALL RE USED BY NONPROFIT AND VOLUNTARY AGENCIES, OR
 
COOPERATIVES, FOR ACTIVITIES CARRIED OUT BY THE AGENCY
 

OR COOPERATIVE THAT WILL EM .ANCE THE EFFECTIVENESS OF
 

TRAAPTATION, DISTRIBUTION, AND USE OF COMMODITIES AND
 
PROWTS DONATED UNDER THIS SUBSECTION, INCLUDING FOOD
 
FOR A PtMOGJMS AND COOPERATIVE AND AGRICULTURAL
 

PROJECTS.
 

.111)EXCIEPT AS OTHERWISE PROVIDED INCLAUSE .V), SUCH
 
AGREMNTS, TAKEN TOGETHER FOR EACH FISCAL YEAR, SHALL
 
PROVIUC FOR $ALES OF COMMtODITIES AND PRODUCTS FOR
 
FOREIGNCURRENCY IN AMOUNTSPROCEEDS THATARE, IN THE
 
AGGREGAT1E,NOT LESS THAN5 PERCENT
OF THEAGGREGATE
 
VALiE OF ALL AND PRODUCTS FOR
CMODITIES FURNISHED 
CARRYING OUTPROGRAMWS UNDEROF ASSISTANCE THIS 
SUBSECTION SUCHFISCAL YEAR. THE MINIMUM ALLOCATIONIN 

REQOIREIINTS OF THIS CLAUSE WITH RESPECT 
APPLY TO 
COMMOITIES AID PRODUCTS THISMADEAVAILABLE UNDER 
SUBSECTION FORCARRYING OFASSISTANCEOUTPROGRAMS UNDER 
TITLE II TRADE ANDOF TIE AGRICULTURAL DEVELOPMENT 
ASSISTAINE ACTOF 1154, ANDNOTWITH RESPECT TO 
COPItOITI(S ANDPRODUCTS AVAILABLE TOCARRYOUT THE MADE 
FOODFOR P106RESS ACTOF 1985. 

PROCEEDS FROM(IV) FilIU CURRENCY GENERATED THESALES 
OFCOM9IOITIES ORPRODUCTS THIS SHALLUNDER SUBPARAGRAPH 
BE EXPIENDED OF ORIGIN ONEYEARWITHIN THECOUNTRY WITHIN 
OF ACQUISITION OF SUCH CURRENCY, EXCEPTTHAT THE 
SECRETARY PERMIT PROCEEDS.0I INIMAT THEUSEOF SUCH 
COUNTRIES OIER THANTHECOUNTRYOF ORIGIN AS NECESSARY 
TO EXPEDITE TE TRANSPORTATION OF COMMODITIE AND 

IINCI A I IFn1
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PRODUCTS FURNISHED UNDER THIS SUBSECTION, AND II)AFTER PRIOR TO AGREMNT SIGNATURE. HOWEVER, AS IS THE CASE
 
ONE YEAR OFACQUISITION ASAPPROPRIATE TO ACHIEVE THE 
 FOR TITLE IAREElMENTS, THE AGREEMENT WILL NOT REPEAT
 
PURPOSE OF CLAUSE .0). 
 NOT INCLUDE AW DETAILS ON 8ELLION DETERMINATION.
 

V) THE PROVISIONS OF CLAUSE .111)OF THIS SUBPARAGRAPH C. TO ASSIST MISSION, PARA 7 BELOW CONTAINS SAMP-E FY
 
ESTABLISHING MINIMUM ANNUAL ALLOCATIONS FOR SALES AND 
 IISECTION 416 .8) AGREEMENTS.
 
USE OF PROCEEDS SHALL NOT APPLY TO THE EXTENT THAT THERE
 
HAVE NOT BEEN SUFFICIENT REQUESTS FOR SUCH SA-ES AND USE 6. 
 REPORTIN6 REQUIREMENT 
OF PROCEEDS NOR 10THE EXTENT REQUIRED UNDER PARAGRAPH
 
.3). 
 A. REGULAR 425.6) - DONATION PROGRAM 

.E) SA-ES AND BARTER TO COVER EXPENSES INCURRED UNDER UNDER EXISTIN REGULATIONS AID REGULATION IllREPORTING
 
PARAGRAPH .5).A). 
 REQUIREMENTS f@R COMMODITY DONATIONS ARE LIMITED TO
 

COOPERATING SMINSOR SEMI-ANNUAL REPORTING ON RECEIPT AND
 
NO PORTION OF THE PROCEEDS ORSERVICES REALIZED FROM 
 DISTRIBUTION IFCOMMODITIES. THIS LIMITED REPORTING
 
SALES OR BARTER UNDER THIS PARAGRAPH MAY BE 'ISED TO MEET 
 PROVIDES INSW'ICIENT INFORMATION FOR DETERMINING IF
 
OPERATIKI AND OVERHEAD EXPENSES, EXCEPT AS OTHERWISE 
 PROGRI ISAOENVING OBJECTIVES SET FORTH INTHE
 
PROVIDED INSUBPARAGRAPH C)AND EXCEPT FOR PERSONNEL 
 PROPOSAL. THEREFORE, WASHINGTON ISREVIEWING EXISTING
 
AND ADMINISTRATIVE 0STS INCURRED BY LOCAL COOPERATIVES. 
 REGULATION I#TO DETERMINE WHAT MOOIFICATIONS IN 

REPORTING MAYE REQUIRED. FOR THE TIME BEING,
UNQUOTE 
 COOPERATING SPONSOR SHOULD INCLUDE INTHE ,'Mi-ANNUAL
 

REPORT A STATE)!ENT ON SUMMARY OF PROGRESS INACHIEVING
 
ITSHOULD BENOTED THAT THELIMITS ON THE USES OF 
 PROGRI OBJECTIVES, INCLUDING BOTH POSITIVE AND NEGATIVE
 
PROCEEDS ARE DIFFERENT FOR PVO'S AND COOPERATIVES, FOR ASPECTS, IFMR. MISSIONS SHOULD FORWARD THESE
 
INTERNATIONAL ORGANIZATIONS AND FOR BILATERAL PROGRAMS. 
 SEMI-ANI"L WGPORTS TO WASHINGTON ALONG WITH MISSION
 
FOR GOVERNMENT-TO-GOVERNMENT PROGRAMS IINCLUDING SUGAR 
 COUIENTS, AS WPPROPRIATE, CONFIRMING OVERALL PROGRESS.
 
QUOTA AGREEMENTS), PROCEEDS MUST BEUSED FOR ACTIVITIES
 
CONSISTENT WITH PROVIDING FOOD ASSISTANCE TO NEEDY 
 1. REUXLA 416.1)- SALES/BARTER
 
PEOPLE. MISSION WILL WANT TOASSURE COMMODITIES ARE
 
SOLD INMANNER SIMILAR TO TITLE I OR IICOMMODITIES COMMITIS ISICH ARE SOLD OR BARTERED REQUIRE

.FAIR MARKET VALUE), SO AS TO GENERATE A REASONABLE ADDITIONA. REPORTING. WASHINGTON ISREVISING REGULATION
 
LEVEL OF LOCAL CURRENCY AND NOT HAVE A NEGATIVE IMPACT 
 ItTO INCORPORATE LEGISLATIVE CH4G6S GOVERNING
 
ON LOCAL MARKETING. GENERALLY, PRICE SHOULD BE REPORTING ON SALES OR BARTER SECTION 416 .8) .9). FOR
 
COMPETITIVE WITH OTHER AVAItABLE SOURCES OF THE 
 SALES An BAIAR,EACH RECIPIENT OF COMMODITIES MUST
 
COMMODITY. 
 SUBMIT TOTHE SECRETARY OF AGRICULTURE DOCUMENTATION TO
 

BE SUNIITTEU TOWASHINGTON, ATTENTION FVA/FFP/PCD), AT
 
WHERE FEASIBLE, GENERATED CURRENCIES SHOULD BE DEPOSITED 
 LEAST GIE REPORT ANNUALLY NOT LATER THAN DECEMBER 3,

INTO AN INTEREST BEARING ACCOUNT FOR CONTROL AND 
 FOLLOWING THE END OF THE FISCAL YEAR INWHICH THE
 
MONITORING. 
THE ACCRUED INTEREST WILL BE ADDED TO THI COMIODITIES A RECEIVED. THE SECRETARY OF AGRICU-TURE, 
PRINCIPAL AND DISBURSED FOR APPROVED PROJECTS. 

INTV", ISREOUIRED TO SUBMIT TO CONGRESS BY FEBRUARY
 
(5).UNLESS MISSIONS ADVISE OTHERWISE, AGREEMENTS 
 15EACH YEAR A REPORT ON SALES AND BARTER AND USE OF 
WILL BE SIGNED INWASHINGTON BY AID/W, USDA/CCC AND FORE11 PROCEEDS UNDER SECTION 416 .51PROGRAMSNJRRIKY 

HOST GOVERNMENT'S US EMBASSY. IFTHERE ISA REASON 
 DURING Tie PlEEDING FISCAL YEAR. THE LEGISLATION
 
WHY THE AGREEMENT MUST BE SIGNED INTHE FIELD, 
 REQUIRES THAT THE REPORT TO CONGRESS MUST INCLUDE
 
WASHINGTON SHOULD BE ADVISED AT TIME PROPOSAL 
 INFORMTION I 
SUBMITTED AND MISSION SHOULD REALIZE THAT SUCH 
ARRkNGE*;ENTS MAY REQUIRE ADDITIONAL TIME, GENERALLY QUOTE
 
ABOUT 18 DAYS.
 

I.T11E
QUANTITY OF COMIODITIES FIRNISHED FOR SUCH SALE
 
S. SIMPLIFIED AGREEMENT 
 SAER
4
 

A. THERE ARE ATTACHED SAMPLE REVISED SECTION 416 .11 
 II. TNE AMIDUTOFF'DS .INCLUDING VOLLAEQUIVALENTS 
AGREEMENTS WHICH CONTAIN STANDARD LANGUAGE FOR ALL 
 FOR FOREIGN MRENCIES) AND VALUE OF SERVICES GENERATED
 
COUNTRIES, WITH AN ATTACHMENT A PLAN OFOPERATION, WHICH 
 FRO =C SALESANDAITER INSUCN FISCAL YEAR; 
CONTAINS COUNTRY-SPECIFIC INFORMATION .INCLUDING BRIEF 
DESCRIPTION OF THE PROGRAM). THE PROPOSAL/REQUEST III.M SM FUNDS AND SERVICES WERE USED;
 
SHOULD INCLUDE PROPOSED LANGUAGE TO BE INCORPORATED IN
 
ATTACHMENT A .PLAN OF OPERATION). PROPOSED LANGUAGE 
 IV. TWE A OF FOREIGN CURRENCY PROCEEDS THATWERE 

USED MWEMENTS UNDER .0)OFFIBIR SUBPARAGRAPH 
SHOULD BRIEFLY SUMMARIZE THEPROGRAM, INCLUDING DETAILS 
 .71IN SUCH YEAR, OF 
ON HOW ARETOBE USED OR ALL OF 

PARAGRAPH FISCAL AP THE PERCENTAGE 
PROCEEDS IF SOME TNEQUANTITY IFALL COMMOITIES PRODUCTSAND FURNISHED 

i.IgMOOITY .IES)ISMONETIZED. 
 A SAMPLE FOR DIRECT UNDER TNIS SlECTION INSUCH FISCAL YEAR SUCH USE
 
DONATIvINS AS WELL AS A MONETIZATION PROGRAM ARE PROVIDED REPRESTED;
 
AT THE END OF THIS MESSAGE FOR FIELD USE. THESE FORMATS
 
SHOULD BE USED UNTIL REGULATION I I REVISED. THE 
 V. TNE SECRETARY'S BEST ESTIMATE OF THEAMOUNT OF
 
REVISION WILL REPLACE MANY STANDARD PROVISIONS !MTHE FOREIGN CIMIERCY PROCEEDS THAT WILL BE USED, UNDER
 
REGULATION AND WILL FURTHER SIMPLIFY THE AGREEMENTS. AGREEIENTSIIR SUBPARAGRAPH .01OF PARAGRAPH (7),IN
 

THE TE CW MITFISCAL YEAR AND THE NEXT FOLLOWING
 
B. RELLIN INFORMATION WILL BE REVILWED AND APPROVED FISCAL V .IfALL REQUESTS FOR SUCH USE ARE AGREED
 

i l M IIF 
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TO),AND THE PERCENTAGE THAT SUCH ESTIMATED USE
 

REPRESENTS OF THE QUANTITY OF ALL COMMODITILS AND 


PRODUCTS THAT THE 'ECRETARY ESTIMATES WILL BE FURNISHED 


UNDER THIS SUBSFCTIOH IN EACH SUCH FISCAL YEAR;
 

VI. THE EFFECTIVENESS OF SUCH SALES, BARTER, AND USE
 

DURING SUCH FISCAL YEAR IN FACILITATING THEDISTRISUTION 


OF COMMODOITIES AND PRODUCTS UNDER THIS SUBSECTION;
 

VII. THE EXTENT TO WHICH SALES, BARTER, OR USES --

.I0DISPLACE OR INTERFERE SA-ES OFWITHCOMMERCIAL 
UNITED STATES AGRICULTURAL COMMODITIES ANDPRODUCTS THAT 


OTHERWISE VOU-D BE MADE, 


.11)AFFECT USJAL MARKETINGS OF THE UNITED STATES, 


(11)DISRUPT WORLD PRICES OF AGRICULTURAL COMMODITIES OR 


NORMAL PATTERNS OF TRADE WITH FRIENDLY COUNTRIES, OR 


(IV)DISCOURAGE LOCAL PRODUCTION AND MARKETING OF 


AGRICULTURAL COMMODITIES IN THE COUNTRIES 1. WHICH 


COMMODITIES AND PROOUCTS ARE DISTRIBUTED UNOJiRTHIS 


SUBSECTION; AND 


VIII.THE SECRETARY'S RECOMMENDATIONS, IF ANY, FOR 

CHANGES TO IMPROVE THE CONDUCT OF SALES BARTER, OR USE 


ACTIVITIES UNDER PARAGRAPH (7.
 

UNQUOTE 


B. EACH AGREEMENT ALTHORIZING MONETIZATION WILL SPECIFY 

THETIMING OF COOPERATING SPONSOR REPORTS, AND SPECIFY 

THE INFORMATION REQUIRED BY LAW TO BE FURNISHED BY THE 

COOPERATING SPONSOR. COOPERATING SPONSOR REPORTINr 
SHOULD BE ESTABLISHED INSUCH A MANNER 'D THAT THE 

REPORT IS FORWARDED ALONG WITH MISSION REACTIONS AND 

CONFIRMATION TO ARRIVE IN WASHINGTONI BY HO LATER THAN 

DATE SPECIFIED ' ,!REEMENT IN ORDER TO ALLOW TIME FOR 

FVA/FFP/PCO TC *:L'nA FEBRUARY REPORT 70 CONGRESS. BY 
AID-USOA AGRE'Y'. OU) THIS REPORT IS SUBMITTED TO 

USDABY EACH . IS.15 


C. REGARDING OR BARTER, INGENERAL WE HAVE FOUND 


LOCAL CURRENCY PROSRAMMING REQUIRES INCREASED MONITORING 


AND REPORTING TO ASSURE CONFORMANCE WITH TERMS OF 

AGREEMENT. IN ORDER FOR WASHINGTON TO BE RESPOISIVE TO 

THECONGRESSIONAL ANNUAL REPORTING REQUIREMENTS, AT A 

MINIMUM SEMI-ANNUAL REPORTS WILL BEREQUIRED OR WHERE 

MISSION'S OR COOPERATING SPONSORS ANTICIPATE PROBLEMS, 

SUGGEST QUARTERLY REPORTS MIGHT BE DESIRABLE. IN 

SUMARY, THESE REPORTS SHOULD BE FORWARDEDTO 


FVA/FFP/PCO AND IN LINE WITH LEGISLATION DETAIL THE i
 

FOLLOWING: THEQUANTITY FURNISHEDOFCOMMODITIES FOR 
SALES/IARTER, AMOUNT CURRENCYOF FOREIGN PROCEEDS 
GENERATED. IN US DOLLARS), THEAMOUNTOF FUNDS 
DEPOSITED, AMOUNT OF FUNDS DISBURSED FOR PURPOSES 
SPECIFIED IN AGREEMENT ATTACHMENT A, BEST ESTIMATE OF 

AMOUNTOFFUNDSTOBE DISBURSED DURING FOLLOWING FISCAL 
YEAR, AND THEEFFECTIVENESS OF LOCAL CURRENCY 
USAGE/PROGRAMMING. 

7. INCASE A PROPOSAL INCLUDES BOTH DIRECT FEEDING AND 

SALES,MISSION SHOULD USE PERTINENT PARTS OF RESPECTIVE 

SAIP-E AGREEMENTS, PROVIDED BELOW. 

B. SAMPLEAREEMENTS: SPECIFIC PROVISIONS MAY BE 
DIFFERENT TO REFLECT FOB DELIVERY OF BULK COMMODITIES, 

APPORTIONMENTOF COSTS, ETC.) 


STATE 000491 AIC
37S9 0189603 


SAMP-1 REGULAR 416 DIRECT FEEDING
 

COMIOOITIES OTHER THAN DAIRY PRODUCTS)
 

OGSM:
 

CIUNTRY:
 

UUITED STATES GOVERNMENT
 
AGRICULTURAL COMMODITY DRNATION
FOREIGN AGREEMENT 

(SECTION 416 .))
 

THE AGENCY FOR INTERNATIONAL DEVELOPMENT .A.I.D.), THE
 

COMMOITY CREDIT CORPORATION .CCC) AND THE GOVERNMENT
 

OF , HEREIN REFERRED TO AS THE 

COOPERATING SPONSOR, AGREE AS FOLLOWS:
 

1. CCC AGREES TO DONATE TO THE COOPERATING SPONSOR
 

AGRICULTURAL CCMMODITIES OF THE KIND AND AMOUNT
 
SPECIFIED IN 7ECTION 2 PURSUANT TO THE AUTHORITY OF
 

SECTION 416.9) OF THE AGRICULTURAL ACT OF 1949, AS
 

AMENDED. CCC SHALL DELIVER SUCH COMMODITIES ONLY IN
 

ACCORDANCE WITI THE DELIVERY SCHEDULE SPECIFIED IN
 

SECTION 2.
 

2, AGRICULTURAL COMMODITIES TO BE DONATED TO THF
 
COOPERATING SPONSOR ARE AS FOLLOWS:
 

-" DELIVERY
 
"- QUANTITY MONTH TO FOREIGN PORT
 
PRODUCT PACKAGE MTS .LBS/900) U.S.PORT DESIGNATION
 

TOTAL
 

NOTE: THE COOPERATING SPONSOR WILL PROMPTLY INFORM CCC
 
OF ANY DESIRED CHANGE INTHE ABOVE DELIVERY SCHEDULE BY
 

NOTIFYING THE CHIEF, EXPORT OPERAT ONS BRANCH,
 

AGRICU-TURAL STABILIZATION AND CONSERVATION SERVICE/USDA,
 

KANSAS CITY COMMODITY OFFICE .KCCO), P.O. BOX 419255,
 

KANSAS CITY, MISSOURI, 64141-0295, TELEPHONE .816)
 
126-651, AND CCC WILL ENDEAVOR TO COORDINATE A MUTUALLY
 

ACCEPTAILE REVISED DELIVERY SCHEDULE. CCC IS NOT
 
REQUIRED TO DELIVER COMMODITIES LATER THAN THE DELIVERY
 

DATES SPECIFIED ABOVE UNLESS A REVtSED DE-IVERY SCHEDULE
 

ISAGREED PON. 

3. TlM1PAYMENT OF ALL COSTS ASSOCIATED WITH THE 

REPROCIES$IN& PACKAGING, TRANSPORTING, HANDLING AND
 

OTHER CRARGES INCURRED INTHE DISTRIBUTION OF THE
 

AGRI CU.TURAL COMOITIES WILL BE APPORTIONED AS 

FOLLOVS: 

A. C= .GIEES TO DONATE COMMODITIESTHEAGRICULTURAL 
VITNUT CIARGE AND TO PAY THE FOLLOWING COSTS: 

OCEAi TRANSPORTATION, SURVEY FEES, AND
 

REPACKAGING COMMODITIES;OFDAMAGED PROCESSING, 
NNW ING, AND TRANSPORT COSTS TO U.S. POST. S) OF
 

ALLOCATION.
 

B. Tie COOEATING SPONSOR AGREES TO PAY THE
 

FOLLOWING INLAND HANDLINGCOSTS: TRANSPORTATION, 


Me DISTIBUTION WITHIN THE
 

COOPERATING SPONSOR AGREES TO ARRANGE FREIGHT
 

FORWARUIN1GANDBO0ING. 

4. OTVITN;TANDING SECTION 210.5 .D) .2) .), AID
 

REGULATION 11, THE COOrERATING SPOIISOR
AGREES TO 
ARRAIE OCIAN TRANSPORTATION AND FREIGHT FORWARDING 

30 AS TO COMPLY WITH THEREQIIRME"IIS OF CCC 

IINCI Vs IF I Fnl
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REGARDING THE QUANTITIES OF COMMODITIES MADE
 
AVAILABLE UNDER THIS AGREEMENT THAT MUST BE CARRIED 


ON U.S. FLAG VESSELS,
 

5. THE COOPERATING SPONSOR AGREES TO USE THE
 
AGRICULTURAL COMMODITIES ONLY IN ACCORDANCE WITH THIS 

AGREEMENT AND THEAPPROVED 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 THESPECIFICATIONS IN ATTACHMENT B TO
 
THIS AGREEMENT. 


7. EXCEPT AS OTHERWISE PROVIDED HEREIN, THE TERMS AND 

CONDITIONS SET FORTH IN AID REGULATION I0ARE
 
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 UNDER THIS AGREEMENT.
 

A. INLIEU OF SECTION 210. 12G., A.I.D. REGULATION 19, 


THEFOLLOWING SHALLAPPLY: 

THE AMOUNT TO BE PAID FOR MISUSED, LOST OR 


DAMAGED, SHALL BE DETERMINED ON THE BASIS OF THE
 
MARKET PRICE AT THETIME AND PLACE THE MISUSE, LOSS 


OR DAMAGE OCCURRED OR, INCASES 4HERE IT IS NOT
 

FEASIBLE TO OBTAIN OR bTERMINE SUCH MARKET PRICE,
 
THEF.A.S. COMMERCIAL EXPORT PRICE Of THE COMMODITY 


AT THETIME AND PLACE OF EXPORT, PLUS OCEAN FREIGHT
 
CHARGES ANiDOTHER COSTS INCURRED BY THE GOVERIMENT OF 

THE UNITED STATES IN MAKING DELIVERY TO THE
 
COOPERATING SPONSOR. WHEN THEVALUE IS DETERMINED ON 

A COST BASIS, THENON PROFIT PRIVATE HUMANITARIAN
 
ORGANIZATION, COOPERATIVE, OR INTERGOVERNMENTAL 


ORGANIZATION MAYADDTOTHE VALUE COSTSANYPROVABLE 

IT HAS INCURRED PRIOR TO DELIVERY BY THE OCEAN
 
CARRIER. IN PREPARING THE CLAIM STATEMENT, THESE 


COSTS SHALL BE CLEAR-Y SEGREGATED FROM COSTS INCURRED
 
BY THEU.S. GOVERNMENT. WITH RESPECT TO CLAIMS OTHER 

THAN OCEAN CARRIER LOSS AND/OR DAMAGE CLAIMS, THE 

Y4lUE OF MISUSED, LOST OR DAMAGED COMMODITY MAY BE 


DETERMINED ON SOME OTHER JUSTIFIABLE BASIS, AT THE 

REQUEST OF THE COOPERATING SPONSOR AND/OR UPON THE
 
RECOMMENDATION OF THEUSAID OR UIPLOMATIC POST. 


S. THIS AGREEMENT SHALL BE SUBJECT TO SUSPENSION OR
 
TERMINATION UPON FINDING BY CCC THAT .11 ADEQUATE 

STORAGE FACILITIES ARE NOT AVAILABLE IN THE RECIPIENT 


COUNTRY, OR THAT 12)THE DISTRIBUI;ON OF THE
 
COMITY IN THE RECIPIENT COUNTRYWILL RESULT IN A 

SUISTANTIAL DISINCENTIVE TO OR INTERFERENCE WITH 


DOMESTIC PRODUCTION OR MARKETING IN THE COUNTRY. 


FORTHEGOVERNMENTOF THE UNITED STATES 


AGENCY FOR INTERNATIONAL DEVELOPMENT COMMODITY CREDIT 

COOPERATION 

Iy: BY:
 

TITLE: DEPUTY ASSISTANT TITLE: tENERAL SALES 

ADMINISTRATOR AND COORDINATOR MANAGER, FAS AND
 
FOOD FOR PEACE VICE PRESIDENT 


COMMODITY CREDIT 


CORPORATION 


DATE: DATE: 


STATE 09091 3791 989613
 

FOR THE GOVEIIENT OF
 

REQUESTANDECEPTANCE 

THE ASSISTANCE DESCRIBED IN THIS AGREEMENT IS REQUESTED
 
AND TIE TERMS AND CONDITIONS OF THIS AGREEMENT AND OF
 
A,I.O.REGULATION I, EXCEPT AS OTHERWISE SPECIFICALLY
 
PROVIDED HEREIN, ARE ACCEPTED.
 

COOPERATING SPONSOR
 

BY:
 

TITLE:
 

DATE:
 

ATTACHMENT A
 

SECTION 416 ,B)
 
PL. OF OPERATION - DIRECT FEEDING
 

SECTION 416 .1B)PROGRAM FOREIGN DONATION PROPOSED PLAN OF
 

OPERATION
 

1. NAMIE
ANO ADDRESS OF APPLICANT:
 

2. COUNTRY IIWHICH THE COMMODITIES WILL BE USED:
 

3. KIND A" QUANTITY OF COMMODITIES REQUESTED:
 

4. SELIVERY SCHEOULE:
 

5. PROGAM DESCRIPTION:
 

.DESCRIBE PROGRAM FOR WHICH FOOD WILL BE DISTRIBUTEn AND
 
THETAGET MOUP.)
 

6. PIdSTRIIUTION METHODS:
 

TO BE USED TOCONTROL7. BISCRIIE RECORDS DITP.IBUTION OF TH 
AGRICJULTURAL COMMODITIES FROM THE TIME TITLE I sRANSFERR
 
TO TIE APPtICANT/C1UOtNAItR6 SPONSOR UNTIL IT REACHES THE
 

ELIGIBLE RECIPIENT:
 

1. IES$CIBE
PARTICIPATION IN THE PROGRAM BY ANY OTHER
 
ORGMIZATION OR GOVERNMENT AGENCY OF THE FOREIGN COUNTRY.
 

9. KDSIBE FORT AND STORAGE FACILITIES INTHE COUNTRY THRO0
 
WHICI SECTIO 416 3) COMMODITIES WILL BE RECEIVDO:
 

I#.EXP.AIN MRANGEMENTS TO BE USED TO ASSURE THAT THE
 
AGRICULTURAL COMMODITIES WILL NOT DISPLACE NORMAL
 

COIIRECIAL MCHASES BY PROPOSED RECIPIENTS.
 

It. IN ADDITION TO TIE REPORTING REQUIREMENTS CONTAINED IN 
AIDREGULATIU It,THE GOVERNMENT OF .OR 
NON YtOFIT IMANITARIAN ORGANIZATION O1 COOPERATIVE) 
WILL FlNISI THEUSGSUCHINFORMATION AND REPORTS 
RELATf*G TOTIE AS IT MATREQUEST.AGREEMENT 

12. USOAL IA ETING REQUIREMENTS:GOVERNMENT TO 
GOVERIIENT MOGRAPI ONLY) 

THEGOVERIMT OF WILL ENDEAVOR TO IMPORT
 
ON A CO IICIALBASIS OF AT LEAST METRIC TONS 
OF FROM ALL ORIGINS DURING U.S. FISCAL 

YEAR AS SOON AS POSSIBLE AFTER THEEND OF
 
U.S.FI.JU YEAR THEGOVERNMENT OF
 

IINCI, ASS IFIFn
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AGREES TO FURNISH CCC INFORMATION ON ACTUAL COMMERCIAL
 

IMPORTS MADE DURING THE YEAR OF IN ORDER 


TO CONFIRM THE ABOVE ESTABLISHED UHR, PLEASE PROVIDE
 
SUPPORTIVE COMMERCIAL IMPORT DATA FOR PREVIOUS $-YEAR 


BY COUNTRY OF ORIGIN AND ESTIMATES FOR CURRENT FISCAL 

YEAR.) 


13. ASSURANCES: 


THE 	GOVERNMENT OF HAS AGREED NOT TO 

EXPORT NOR THE SAME PRODUCT UNDER A 


DIFFERENT NAME) DURING U.S. FISCAL YEAR 


14. - DESCRIBE THE TRANSPORTATION SYSTEM WHICH WILL BE 

USED TO MOVE THE AGRICULTURAL PRODUCTS FROM THE 


RECEIVING POINT TO THE POINT DISTRIBUTION IS MADE ID
 
RECIPIENT. 


15. - DESCRIBE ANY REPROCESSING OR REPACKING THAT WILL 

OCCUR IN-COUNTRY. 

16. - EXPLAIN HOW COSTS OF ADMINISTRATION, STORAGE, 
TRANSPORTATION, PROCESSING, REPACKAGING, ISSUANCE OF 


INFORMATIVE MATERIAL WILL BE FINANCED. 


17 	- EXPLAIN METHODS OF EDUCATING RECIPIENTS ON THE 


SOURCE OF THEPRODUCT,PROGRAM ANDREQUIREMENTS, 

COMMODITY PREPAqATION AND USE.
 

18 - DESCRIBE OTHER CONTRIBUTIONS AND WHAT ROLE THEY PLAY 

IN THE PROGRAM. 


19. - DESCRIbE METHOD TO BE USED TO SUPERVISE AND MONITOR 


DISTRIBUTION OF THE COMMODITY TO ASSURE INTENDED USE
 
IS ACCOMPLISHED. 


20 - PROVIDE INFORMATION THAT THE COOPERATING SPONSOR HAS 

RECEIVED APPROVAL FROM THEGCVERNMEHT TO IMPORT 

DONATED COMMODITIES FREE FROM ALL CUSTOM DUTIES, 
TOLLS, TAXES, ETC. 


SAMPLE SECTION 416 .8)MONETIZATION
 

--	 OGSM/416 (B)DOP: 

--	 COUNTRY: 

UNITED STATES GOVERNMENT 


AGRICULTURAL COMMODITY FOREIGN DONATION AGREEMENT 


(SECTION 416 .1)) 


THE AGENCY FOR INTERNATIONAL DEVELOPMENT .A.I.0.), THE
 
COMMODITY CREDIT CORPORATION .CCC),AHO 

(COOPERATING AGREESPONSOR) AS FOLLOWS: 

1. CCC AGREES TO DONATE TO THE COOPERATING SPONSOR 
AGRICULTURAL COMMODITIES OF THE RIND AND AMOUNT 

SPECIFIED INSECTION 2 PURSUANT TO THE AUTHORITY OF 
SECTION 416.81 OF THE AGRICULTURAL ACT OF 1949, AS 


AMENDED. CCC SHALL DELIVER SUCH COMMODITIES ONLY IN
 
ACCORDANCE WITH IHE DELIVERY SCHEDULE SPECIFIED IN 


SECTION 2. 


2. AGRICULTURAL COMMODITIES TO BE DONATED TO THE 

COOPERATING SPONSOR ARE AS FOLLOWS: 

DELIVERf 

QUANTITY MONTH TO FOREIGN PORT 

PRODUCT PACKAGE MTS .LOS/90) U.S.PCTT DESTINATION 
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TOTAL
 

NOTE: THE COOPERATING SPONSOR WILL PROMPTLY INFORI CCC Ok
 

ANY DESIRED CHANGE IN THE ABOVE DELIVERY SCHEDULE BY
 
NOTIFYING THE CHIEF, EXPORT OPERATIONS BRANCH, AGRICULTURAL
 

STABILIZATION AND CONSERVATION SERVICE, USDA, KANSAS CITY
 
COIMOITY OFFICE IKCCO),P.O. BOX 419295, KANSAS CITY,
 

MISSOUIl, 641i4-9295, TELEPHONE .816)926-6658, AND CCC
 

WILL ENDEAVOR TO COORDINATE A MUTUALLY ACCEPTABLE REVISED
 

DELIVRY SCHEDULE. CCC IS NOT REQUIRED TO DELIVER
 
COfMITIES LATER THAN THE DELIVERY DATES SPECIFIED ABOVE
 

UNLESS A REVISED DELIVERY SCHEDULE IS AGREED
 

UPON.
 

3. 	 TIEPAYMENT ASSOCIATED WITHOF ALL COSTS THE 
REPROCEtSING, PACKAGING, TRANSPORTING, HAND-ING AND
 

OTHER CHARGES INCURRED IN THE DISTRIBUTION OF THE
 

AGRICULTURAL COMMODITIES WILL BE APPORTIONED AS
 

FOLLOS:
 

A. 	CC= AGREES TO DONATE THE AGRICULTURAL COMMODITIES
 

WITHOUT CHARGE AND TO PAY THE FOLLOWING COSTS:
 

IEAN TRANSPORTATION, SURVEY FEES, AND
 

IEPACnAGING OF DAMAGED COMMODITIES; PROCESSING,
 

HANDLING, AND TRANSPORT COSTS TO U.S. PORT.S) OF
 

ALLOCATION. 

1. 	TWl COOPERATING SPONSOR AGREES TO PAY THE
 
FOLLOWING COSTS: INLAND TRANSPORTATION, HANDLING
 
AMD DISTRIBUTION WITHIN THE
 
COOPERATItIG SPONSOR AGREES TO ARRANGE FREIGHT
 

FORWADINO AND BOOAING.
 

A. 	NOTWITHSTAhDING SECTION 210.5 .D) (2) .1), AID
 

REGULATION 10,THE COOPERATING SPONSOR AGRLES TO
 

ARRANGE OCEAN TRANSPORTATION AND FREIGHT FORWARDING
 

SO 	AS TO COIt-Y WITH THE REQUIREMENTS OF CCC
 

REGARDING TIlEQUANTITIES OF COMMODITIES M4DE
 
AVAILABLE UNDER THIS AGREEMENT THAT MUST BE CARRIED
 

ON U.S. FLAG VESSELS.
 

5. 	 IM1COMRATING SPONSOR AGREES TO USE THE 
AGRICULTURAL COMMOOITIES ONLY IN ACCORDANCE WITH THIS
 

AGREEENT AND THE APPROVED PLAN OF OPERATION, A COPY
 
OF WRICIIIS ATTACHED HERETO AS ATTACHMENT A.
 

6. TlEOIALITY OF AGRICULTURAL COMMODITIES TO BE DONATED
 

BY THE CC, AND THE PACKAGING DESCRIPTIONS WILL BE IN
 
ACCORIOC WITH THE SPECIFICATIONS INATTACHMENT I TO
 

THIS AGIEEMENT.
 

7. ECUT AS OTHERWISE PROVIDED HEREIN, THE TERMS AND 
CONDITIOnS SET FORTH INAID REGULATIOM 1 ARE 
INCOIATEO INTO AND MADE A PART OF THIS AGREEMENT, 

AND ALL IfFERENCES THEREIN TO DAIRY PRODUCTS SHALL BE
 

TO APPLY ALSOTOTHEDONATION 
A4I4CULTIiAL COtMOITIES UNDER THIS AGREEMENT. 

DEEMED 	 OF OTHER 

1. INLIEU OF SECTION 219.11.0, A.I.D. REGULATION 1,
 

THE FOLLOWIING SHALL APPLY:
 

THE A'OMT TO BE PAID FOR MISUSED, LOST OR 

OAMAGED, BE DETERMINED ON THE BA.IS OF THESHALL 
MARKET PRICE AT THE TIME AND PLACE THE MISUSE, LOSS 

OR DAMAGE OCCURRED ITOR, IN CASES WHERE ISNOT 
FEASIBLE TO OIAIN OR DETERMINE SUCH MARKET PRICE, 
THEF.A.5 COMERCIAL EAPORT PRICE 0$ THE CO"IiOOITY 

IHU2I/ M I F IFn
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AT THE TIMEAND PLACE OF EXPORT, PLUS OCEAN FREIGHT VESSELS;
 
CHARGES AND OTHER COSTS INCURRED BY THEGOVERNMENT OF
 
THEUNITED STATES INMAKING DELIVERY TO THE .21QUANTITY OF AGRICULTURAL COMMODITIES SOLD,
 
COOPERATING SPONSOR. WHEN THEVALUE ISDETERMINED ON PROCEEDS GENERATED, AND PROCEEDS DEPOSITED INTO
 
A COST BASIS, THE NON-PROFIT PRIVATE HUMANITARIAN THE SPECIAl. ACCOUNT DURING THE REPORTING PERIOD
 
ORGANIZATION, COOPERATIVE, OR INTERGOVERN:INTAL ANDINTEREST .INLOCAL CURRENCY AND US OOLLAR
 
ORGANIZATION MAY ADD TO THEVALUE ANY PROVABLE COSTS EQUIVALENI);
 
ITHAS INCURRED PRIOR TODELIVERY BY THEOCEAN
 
CARRIER. INPREPARING THECLAIM STATEMENT, THbE .3)ESTIMATED COMMODITY INVENTORY AT THE END OF THE
 
COSTS SHALL BE CLEARLY SEGREGATED FROM COSTS INCURRED REPORTING PERIOD;
 
BY THE U.S. GOVERNMENT. WITH RESPECT TO CLAIMS OTHER
 
THAN OCEAN CARRIER LOSS ANO/OR DAMAGE CLAIMS, THE .4 QUANTITY OF COMMODITY ON ORDER AND INTRANSIT
 
VALUE OF MISUSED, LOST OR DAMAGED COMMODITY MAY BE DOURING
TiHREPORTING PERIOD;
 
DETERMINED ON SOME OTHER JUSTIFIABLE BASIS, AT THE
 
REQUEST OFTHE COOPERATING SPONSOR AND/OR UPON THE 0) STATUS OF CLAIMS FOR COMMODITY LOSSES BOTH
 
RECOMMENDATION OF THE USAID OR DIPLOMATIC POST.
 

RESOLVED AND UNkESOLVED DURING THE REPORTING
 
S. INLIEU OFSECTION 210.6 .6).4),.6) .5), OR.1) .6) PERIOD-

OR ANY OTHER PROVISIONS OF A.I.0. REGULATION 10
 
PROHIBITING THESALE OF AGRICULTURAL COMMODITIES (6)QUANTITY OF COMODITY DAMAGED OR DECLARED UNFIT
 
DONATED UNDER THIS AGREEMENT, THECOOPERATING SPONSOR DIING TIE REPORTING PERIOD; AND
 
MAY SELL SUCH COMMODITIES WITHIN FOR
 
THE PURPOSE OF GENERATING LOCAL CURRENCY TO BE USED .7) DISIISEMENTS FROM THE SPECIAL ACCOUNT FOR THE
 
INACCORDANCE WITH THE APPROVED PLAN OF OPERATION 
 PURPOSES SPECIFIED INTHE PLAN OF OPERATION .IN
 
.ATTACHMENT A). LCM.ACURRENCY AND US DOLLAR EQUIVALENT).
 

19.INLIEU OFSECTION 216.11 A)AND .C, A.I.D. 	 11.SECTION 215.7 .1)OF AID REGULATION 11 ISDELETED IN
 
REGULATION 	10,THE FOLLOWING SHALL APPLY: ITSENTIRETY. THIS WAIVES THE REQUIREMENT THAT
 

REPACKAGED SECTION 416 .81AGRICULTURAL COMMODITIES
 
A. THE COOPERATING SPONSOR SHALL MAINTAIN AN MUST BEPACKED INCONTAINERS MARKED FURNISHED BY THE
 

INTEREST-BEARING SPECIAL ACCOUNT INTO WHICH IT 
 PEOPLE OF TE UNITED STATES OF AMERICA AND NOT TO BE
 
SHALL DEPOSIT THE PROCEEDS GENERATED FROM THE SOLD OR EXCHANGED.
 
SALE OF COiMODITIES PROVIDED UNDER THIS
 
AGREEMENT; INTEREST SHALL BEPROGRAMMED AS THOUGH 12.THIS AGREEMENT SHALL BE SUBJECT TO SUSPENSION OR
 
ITWERE PRINCIPAL. THE COOPERATING SPONSOR SHAL- TERMINATION U;ON FINDING BY CCC THAT .1)ADEQUATE
 
MAINTAIN RECOROS AND DOCUMENTS FOR A PERIOl OF 	 STORAGE FACILITIES ARE NOT AVAILABLE INTHE RECIPIENT
 

OR THAT 

ThREE YEARS FROM THE DATE OF THEEXPORT OF THE COMOITY INTHE RECIPIENT COUNTRY WILL RESULT IN A
 
AGRICULTURAL COMMODITIES IN A MANNER WHICH WILL SUBSTANTIAL DISINCENTIVE TO OR INTERFERENCE WITH
 
ACCURATELY REFLECT ALL TRANSACTIONS PERTAINING TO DOMESTIC PRODUCTION OR MARKETING IN THE COUNTRY.
 
THE RECEIPT, STORAGE, OISTRIBUTIO4, AND SALES OF
 
THE AGRICULTURAL COMMODITIES. FOR THEGOVERNMENT OF THE UNITED STATES
 

COUNTRY, (2)THE DISTRIBUTION OF THE 

B. COOPERATING SPONSOR SPECIAL ACCOUNT AND LOCAL 	 FOR INTERNATIONAL
AGENCY COMMODITY CREDIT CORPORATION
 
CURRENCY PROCEEDS REPORTING REQUIREMENTS ARE DEYELOPMENT
 

SPECIFIED INTHE APPROVED PLAN OFOPERATION
 
.ATTACNMENT A). INADDITION, THE COOPERATING BY BY:
 
SPONSOR SHALL SUBMIT A SEMI-ANNUAL LOGISTICS
 
REPORT TO THE CHIFF, PROJECTS AND COORDINATION TITLE: DEPUTY ASSISTANT TITLE: GENERAL SALES MANAGER,
 
DIViSION, FOOD FOR PEACE AID),STATE ANNEX 1, ADMINISMTOR AND COORDINATOR FAS AND VICE PRESIDENT
 

ROOM DEPARTMENT D.C. FOOdFOR PEAC COWIITY CREDIT
319, OF STATE, WASHINGTON, 

29523, USAAND TOTHEAGENCY CORPORATI=.
A COPY FOR 
INTERNATIONAL DEVELOPMENT MISSION
 
IN , AND TO THE OFFICE OF THE DATE: DATE:
 
AGRICULTURAL ATTACHE, COVERING THE RECEIPT OF
 
AGRICULTURAL COMMODITIES MADE AVAILABLE BY THE RIOUIST AM ACCEPTANCE
 
CCC UNDER THIS AGREEMENT. THE FIRST REPORT SHALL
 
BE SUBMITTED BY , AND COVER THE TIE SIITANCE DESCRIBED INTHIS AGREEMENT ISREQUESTED
 
PERIOD FROMTHEDATE AGREEMENT, AMTIE T1111ANDCONDITIONS OFTHIS AGREEMENT
OF THIS AND AND OF
 
QUARTERLY REPORTS BESUBMITTED A.I. REG4IATION EXCEPT
THEREAFTER. WILL 11, ASOTNERWISE SPECIFICALLY
 
UNTIL FUNDS ARE COMPLETELY DISBURSED FROM THE PROVIDED NEREIN, ARE ACCEPTED.
 
SPECIAL ACCOUNT. THEREPORT MUST CONTAIN THE
 
FOLLOWING DATA; COOPERATIN$ SPONSOR
 

(1)kiCEIPTS OF AGRICULTURAL COMMODITY INCLUDING THE BY: 
NAME OISCHARGE THEDATEOFEACH VESSEL, PORT.S), 
DISCHARGE WAS COP.LETED, THECONOITION OF THE TITLZ:
 
COMM'OOIIIES ONARRIVAL, ANY SIGNIFICANT LOSS OR
 
DAMAGE ADVICE SAN:
IN TRANSIT, OFANYCLAIM FOR,O 

RECOVERY FOR,ONUNITED
IN TRANSIT STATES FLAG 

I!HP.I WIF I11F! 
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SAMPLE DONATED COMMMnITIES FREE FROM ALL :USTOM DUTIES, 

TOLLS, TAXES, ETC. WHITEHEAD 

ATTACHMENT A 

SECTION 4IG .11I 

PLAN OF OPERATION - INCLUD[S SALES OR BARTER 

SECTION 416 El FOREIGN DONATION PROGRAM PROPOSED PLAN OF 
OPERATION 

1. NAME AND ADDRESS Of APP-ICANT 

2. COPNTRY IN WHICH THE COMYLITIES WILL 01 USED: 

3. AIND AND QUANTITY Of COMMODITIES REQUESTED: 

4. DELIVERY SCHEDULE 

!. PROGRAM DESCRIPTION:. AhiLE LANIGUAGE) 

WHEAT WILL BE IMPORTED, STORED TEMPORARILY AT THE 
PORT, AND SOLO AT THE LOCAL MARKET PRICE CURRENTLY 
ESTIMATED AT DOES /MT) DIRECTLY TO WHEAT MILLERS 
WHOWILL TRANSPORT IT TO THEIR PROCESSING FACI-ITIES 
WHERE IT WILL SE MILLED INTO FLOUR AND THEN WI-L 
ENTER NORMA- COMMERCIAL CHANNELS FOR PROCESSING INTO 
FOD PRODUCTS (BREAD, NOODLES, ETC.). THEFUNDS 
DERIVED FROM THE SALE OF THEWHEAT TO MILLERS WILL BE 
USED FOR AGRICULTURAL DEVELOPMENT ACTIVITIES. 

6. USE OF FUNDS 

THELOCAL CURRENCY GENERATED BY THESALE OF THE 
COMMODITIES WILL BE DEPOSITED INTO AN 
INTEREST-BEARING SPECIAL ACCOUNT INTHE BANS. 
FUNDSGENERATED WILL BE USED FOR THEFOLLOWING 
ACTIVITIES, WHICH ARECONSISTFNT WITH PROVIDING FOOD 
ASSISTANCE TO NEEDY PEOPLE, AND FOR DISTRIBUTION AND 
RELATED COSTS: 

7. EXPLAIN ARRANGEMENTS TO BE UED TO ASSURE THAT THE 
AGRICULTURAL COMMODITIES WILL 6[ IN ADDITION TO 
PL-410 ASSISTANCE AND WILL NOT DISPLACE NORIAL 
CO"K RCIAL PURCHASES BY PROPOSED RECIPIENTS. 

B. THE GOVERNMENT OF qILL FURNISH THE USG 
SUCH INFORMATION AND REPORTS RELATING TO THE 

AGREEMENT AS IT MAY REQUEST. 

9. USUAL MARKETING REQUIREMENTS -
GOVERNMENT-TO-GOVERNMENT PROGRAMS ONLY THEGOVERNMENT 
OF WILL ENDEAVOR TO IMPORT ON A COMMERCIA-
BASIS AT LEAST METRIC TONS OF FROI 
ALL ORIGINS DURING U.S. FISCAL YEAR AS SOON 
AS POSSIBLE AFTER THEEND OF 6.%. FISCAL YEAR 
TNE AGREES TO FURNISH CCC INFORMATION O 
ACTUAL COWIPIRCIAL IMPORTS MADE DURING THE YEAR 
Or IN ORDER TO CONFIRM THEA8OVE 
ESTALISHED UR, PLEAS[ PROVIDE SUPPORTIVECOMMERCIAL 
IWORT DATAFORPREVIOUS 5-TEAR BYCOUNTRYOF ORIGIN 
AIM ESTIMATES FOdCURRTT FISCAl YEAR.) 

IU. NO1EXP'NT HSS1UA Lt.: (IOVERNMiHT-IO-GOVERNMENT ONLYI 

THEGOYEtRRYEHTOf rAS AGREEDNOTTO 
EXPORT .NHO iiE ATE PRODUCTUNUER A 
OIFFEr4YNT NAfl DURING U ,F ISCAIYEAR 

11. PROVIDE INFORMAI 104 TrAITHEOCOPERATINGSPONSORHAS 
RECEIVED APPROVAL FROMTIt GOVtRM[NT TO IMPORT 

!INP I i F n
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E.O. 12356- N/A
 
TAGS: 

SUB.IEC!:NEW SECTION 4161B) LEGISLATION 


REF: 	 A) STATE 134307; B) STATE 0U0491 


1. THIS IS A OCC CABLE. PrESIDENT REAGAN SIGNED THE 


AGRICI)LTIIRAL ACT OF 1949 IMFNJPFNT ON APQIL 4, 19SI. 
THIS MESSAGE COMUNICATES THE PROVISIONS OF THE 
AYENDEENT PERTAINING TO ZECTIIN 116-61 P;OPAIS 

AUTHORIZED UNCEF THE AGRICULTU:AL ACTOF 1949. REFA 
COMMUNICATED ALrOST IDENTICAL PROVISIONS A'PROVED 
RECENTLY FOR TITLE II PROGRAMS. 

2. THE NEW LECISLATION INCLUDES THE FOLLOWING 

PROVISIONS: 


A. ELIGIBLE COrmODITIES 


AMENDEDSECTIONS 416iB) i2i (Ai,416li )(10!(8)0) AND 
4165iB)
(1)CLARIFY THE TYPES OF COMMODITIES EL IGIBLE FOR 
DISTRIBUTIO UNCERSECTION 416;B) TO !NCLUDE WHEAT, RICE 
AND FEED GRAINS, AS AELL 4S PR:DUCTS DERIVED FROM THESE 

AND ALL OTHER T)PES OF COMMODITiES ELIGIBLE FOR 

DISTRIEUTIt'I 7!15CR 111. P.IS1CNCT!4C 4 2115 
CLARIFIES T4AT CMt!C:T:: FCT USE AS ANIMAL FEED AS 

WELL AS PROCESSED PROCDUSTL E ELIG:ELE. 

B. PVO PARTICIFATION
 

AMENDED SECTICN 46i(Ri 13)PROVIDES THAT IF ELIGIBLE 

COMMODITIES AFE MADEAVAILABLE TO THE GOVERNMENT CF A 
QUOTEFRIENDLV COUNTRYJNGUOTE,NONPPOFIT-AND VOLUNTARY 
A'EHCIES AND COCEERATIVES C04)OLSOBE ELIGIBLE TO 
RECEIVE COMMODITIE; TO CC!,CUOT FOOD AID PRCGRAMS IN THE 
SAME COUNTRY. THE INTENT OF THIS PROvISIOu IS TO INSURE 

STATE 253712 0006 005489 AIIB84
 
THAT PVO'S AND COOPERATIVES ARE GIVEN DUE CONSIDERATION
 
AS MECHANISMS FOR PROGRA-IMING SECTION 416() COMIODITIES.
 

C. MULTIYEAR AGREEMENTS
 

AMENDED SECTION 416;6) (4 PROVIDES THAT, SUBJECT TO THE
 

AVAILABILITI OF COMMODITIES EACH FISCAL YEAR, THE
 
SECRETARY OF AGRICULTURE ONREQUESTSHALL APPROVE 
MULTIYEAR SEZTION 41Bi A-.RLEnEIaS TO MAAE 
AGRICULTURAL COMMODITIES AIAILBLE FOR DISTRIBUTION OR
 
SALE 	IF THE AGREEMENTS OTHERWISE MEET THE REJIREMENTS
 
OF SECTION 4161). THE INTENT OF THIS SECT;ON IS TO
 
STIMULATE GREATER USE OF MULTIYEAR AGREEMENTS. AT THE
 
SAME 	TIME, THE CCN6RESS RECOGNIZES THAT MJLTI-YEAR
 

AGREEMENTS ARE CCNTINGENT ON COMMODITY AVAILABILIT:ES.
 
MULTI-YEAR PROPOSALS SHOJLD BE SUBMITTED TAKING INTO
 
ACCOUNT ESTIMATES ANDFUTUREYEARUSDA'S OF CURRENT 
CCn113ITY AVAILABILITIES, ACCJZIh4L/. PARA 'D
 

DISCUSSES TE FY 190 CCIISDITY OUTLGOA.
 

0. 10 PERCENT AGGREGATE MONETIZATION REOUIREIENT
 

AMENDED CLAUSE (111)OF SECTION 416 Il)(71(D)RAISES THE
 
MINIMUM AGGREGATE VALUE OF SECTION 4161B) COMMODITIES TO
 

BE MONETIZED EACH FISCAL YEAR BY NON-P;OFIT VOLUNTARY
 

ORGANIZATIONS OR COOPERATIVES FROM 5 PERCENT OF THE
 
L


AGGREGATE VAL E C ALL C"...ITES AlO PROD'C'S
 
FURNISHED UNDER SECTION 415(0) IN A FISCAL YEAR TO 10
 

c

PEPCENT OF SlIC4 4SlSeATF 7ALUE CR C THE I' 'M 

TONNAGE REUQiRED TO BE FARmiSmED, WhiCmEHER IS GREATER. 
THE FY 19:8 PEIUREIENT IS PFE:ENTLY DSLS 23.2 MILLION. 

OF THIS AMOUNT, PROGRAM APPROVALS AS OF 7127/8 TOTALED 
ONLY DOLS 9.8 MILLION. 

AT PRESENT, FUTURE AVAIL4S'LITIES OF SECTION 416(81
 
COMMODITIES ARE UNCLEAR. SINCE SECTION 41f 1) USES 0NLY
 

COMMODITY CREDIT CORPORATION STOCHS EXCECS TO ALL OTHER
 

REQUIREMENTS, FUTURE AVAILABILITIES WON'T BE KNOWN UNTIL
 
LATER 	THIS SUMMER. A MAJOR DETERMINANT OF ANY
 

AVA1LABIL TIES WILL BE TIE ETENT ANn IMPACT OF THE
 
CONTINUING DROUGHT IN THE U.S. USDA WILL ADVISE OF
 
FUTURE AVAILABILITIES AS SOON AS ORE INFORMATICO
 

BECOMES AVAILABLE.
 

E. USES OF FOREIGN CURRENCIES
 

THE ACT REVISES SUBSECTION (11)OF SECTION 416(1 (7) (D)
 
17 READ AS FOLLOWS:
 

QIUOTE (i1 FOREIGN CURRENCIES GENERATED FRO" PARTIAL OR 
FULL SALESCl BARTER OF SC D!!IES BY A NDFV5FIT A113 
VOLUNTARY AGENCY OR COOPERATIVE SHALL BE USED -­

(1) TO TRANSPORT, STORE, DIS'RIBUTE, AND OTHERWISE
 
ENHANCE THE EFFECTIVENESS OF TPE USE OF COMODITIES AND
 

THE PRODUCTS THEREOF DONATED UNsER THIS SECTION; AND
 

(11)TO IMPLEMENiT INS1CE GEIERATIUS, C:MlMjN!TY 
DEVELOPMENT, HEALTH, NUTRITION, COOPERAT!VE DEVELOPMENT, 

AGRICULTURAL FO.T01S, i C...... LOPMENALE DE 


ACTIVITIES. END QUOTE
 

THE ACT THUS SPECIFIES A BROAD RANGE OF ECONOMIC
 
DEvELOPMENT ACTIVITIES UNDER CATEGORY (111480VE TO
 

EMPHASIZE THE VARIETY 0; ACTIVITIES THAT ARE ELIGIBLE 

FOR SECTION 416Bi MCsETIZATION BY PV0S AND 

CCOPERATIES, REF B FMPFASIZED MORE TRADITICAL DIRECT 
FEEDING ACTIVITIES. THE OCC WILL ACCOMMODATE BTH 

CATEGORIES OF RECOESTS ALTHOUGH SHOULD RESOUR:ES EECOME 

UNCLASSIFIED
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SCARCE PRIORITY WILL BE GIVEN TO DIRECT FEEDING PROGRAMS 
AND TO MONETIZATICN IN SUPPORT CF DIRECT FEEDING 
PROGRAMS, PER REF B, GECTICN D PARTICULARLY IN POOR 
COUNTRIES WHERE NEEDS TEND TO BE THE GREATEST. 

F. FULL AND PARTIAL MONETIZATION
 

THE LEGISLATION PERMITS FULL AND PARTIAL MONETIZATION OF
 
SECTICN 416(6) FRCGRAMS. REF B LIMITED PARTIAL
 
MONETIZATICN TO RANGES OF 5 PERCENT TO 15 PERCENT AND UP
 
TO 30 PERCENT FOR LOG'S AND LLDC'S RESPECTIVELY. THESE
 
RANGES N3 LONGER APPLY. REF B GUICAIE PERTAINING TO
 
THE BELLMON DETERMINATION, UMT PEQUIFEMENTS, ETC.
 
CONTINUES TO APPLY. ThE NEW LEGISLATION THU: PEFlITS
 
BOTH THE BROADER RANGE OF USES Or FOREIGN CURRENCIES AND
 

THE REMOVAL CF LIMITS ON THE PERCENTAGE OF rPONETIIATION.
 

G. PERIODS FOR REVIEW AND APPROVAL
 

NEW SECTION 416(BI(EliC) I) PROVIDES THAT, FOR PVO IND
 
COOPERATIVE REQUESTS, THE OCC FOOD AID SUBCCIMITTeE
 
WORKING GROUP WILL CECIDE ON A SECTICH 416(6. PROPOSAL
 
SUBlITTED FOR REVIEW AND APPROVAL WITlIN 45 '4CRKING DAYS
 
AFTER RECEIPT Bf THE A.I.D. OFFICE IN IoS'lhITON, D.C.
 
THE RESPON:E SH1LL DETkIL THE REASCIIS FOR APPROVAL OR
 
DENIAL. IF THE P:OPOS:L IS CE!NED, T E PRt-.N;E 3HILL
 
SPECIFY THE CONDITIONS THAT 

W
OULD NEED TO BE MET FOR THE
 

THE 45-WORKING DAY PERIOD WILL EEGiN WHEN TIE NEW OR
 

AMENDED PLAN OF OPERATION HAS BEEN RESEIVED IN
 
WASHINGTON ALOHN Ulld THE COCEPATING EPONSC;'S
 
HEADQUARTERS' APPROVAL AND THE USAiD HIZSIOIS0'
CCIENTS
 
ANIDRECCIENDATIONS. THE REQUIREMENT WILL E- SATISFIED
 
WHEN A.I.D. SENIS A LETTER TO THE COvE;ATIN, SOCISORS'
 
HEADQLARTERS, STATING APPROVAL OR DISAPPROVAL CF THE
 

PRIRAM;1 0C IF N,'.IE 4, A h6TITTENA.(.. TECEILES 
REQUEST FROM THE COOPERATING SPONSOR TO TERPINATE OR
 
SUSPEND THE APPROVAL PROCESS.
 

I. DEADLINE FOR SUBMISSION OF COMMODITY ORCERS
 

NEW SECTION 416(8) (S) ( 1111) PROVIDES F!RTOER THAT
 
COV.9ODITY OECUESTS S4ALL BE TRANSMITTED TO THE CO!fICOITY
 
CREDI7 CORPJRATION NOT LATER THJN 15 DAYS AFTER RECEIPT
 
OF A CALL FORWARD THAT MEETS THE REQUIREMENTS OF SECTION
 

416(B.
 

3. THESE PROVISIONS ARE EFFECTIVE IVIEDIATELY AND WILL 
BE REFLECTED IN A FIELD PANJAL FOR MO4ElZAT-ON PROGRAMS 
ANDAN UPDATEOF A. I.D. 9, ETTHCF .'.dICH PTZIBZZH ARE 
EXPECTED TO BE ISSUED WITHIN THE NEXT TwO MOlThS. 
WHITEHEAD 

AIDO840
 

UNCLASSIFIED
 



ANNEX F
 
Exh F- HR 9 (TM 9:6) 

CCC. 	183 U S. DEPARTMENT OF AGRICULYUPE Form Approved . OMB No.40-R3549 
(1-17-3) Agriculhural Slobilization and Conservation Service 

COMMODITY REQ61ES7 FOR FOREIGN DISTRIBUTION 
_(Voluntary Agency) 

SECTION A . REQUEST FOR COMMODITY JND DELIVERY, INSTRUCTIONS
E I N I rAr. ( 11 'It A dD AD;i' I ) RLQtrj 5T.CiG A at-C Y 2,D r ATION (COUjsRl 3PERIOD OF EXPORT 4 QUARTER REiQUESTD 

5.SEND C SIGNEr.E 5 RECEIPT TO; 

6. .Agen ' Nutmber 

9. Port(si) of lisclhaige 

10. Ag niy %lrkirgs 

I11. REMARKS - Slpe'ifir Poirt of Ixpiort (If required, state rea on) 

O)n br'ha/ of the,age') norned abovre, the undersignedh ereb) request the commodity shown above for distribution and use out­
,ide the U. . In accordance with Food Donation Programs under Title I1 PL-480, 173rd Congress, as amended. 

r


12 5IGNATIt E" O AEANCY REPRESENTATIVr 	 113. DAT 

SECTION B - USDA APPROVAL, The above request Is approved subject to the provisions of the Applicable Food Donation Program and 
related Notice of Availability. 

14. APPROVED FOR USDA 15. DATE {16.Ccc NO. 

ORIGINAL 
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INTERNATIONAL DEVELOPMENT 
COOPERATION AGENCY 

Ageticy for International Development 
22 CFR Part 210 

SA.tD. Reg. 101 

Donation of Dairy Products To AssistN iPersona Overseas (416Needy Perim Rse of 
Program); Interim Rule of 
Requirements 

AGENC. Agency for lnternationaI 

De elopment, IDCA. 

AcMnON: Interim rule. 


SUMMarY. This interim rile sets forth 

procedures for the dairy products 

overseas donation program to be 

administered by the Agency for 

International Development (AID), as 

agent for the Commod.ty Credit 

Corporation (CCC), under the authority

of Section 416 of the Agricultural Act fof Secas amended (Section 416J, This 
program is now being conducted by 
CCC, an agency within the United States 
Department of Agriculture (UnDA), 
pursuant to the regulations at 7 CFR Part 
1497. Upon publication of this iterm 
Rule, those regulations will be 
terminated by CCC. The foreign 
donation of dairy products will assist 
needy persons overseas and reduce 
surplus stocks of dairy products in CCC 

inventory. 
DATES: Effective Date: Interim rule 
effective May 24. 1984. 

Comments on these Interim rules must 
be received on or before July 23, 1984. 
AzoRE= CoLume: its shot.d .,e 
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. 0523. 
Telephone: (703) 235-9193. 
FOR FURTN INF(OIfATnON CONTACl 
Ms. Peggy A. Sheehan, Chief, Food 
Donations Division, Office of Food forafdPeace, Bureau for Food for Peace and 
Voluntary Assistance, Agency for 
International Development. Washington, 
D.C. 20523. Telephone: (703) 235-9173. 
SUPPL.MENTARY INFORMATON: This 
notice has been reviewed under A.I.D.'s 
required procedures. It has been ­

determined that these program 
provisions will not result in any 
significant adverse effects on 
competition, employment, investment, 
productivity, innovation, or on the 
ability of United States.based 
enterprises to compete with foreign-
based enterprises in domestic or export 
markets. 

49. 	 No. 102 / Thursday, May 24, 1984'/ 

It ha3 been determined that the 
Regulatory Flexibility Act is not 
applicable to this notice since A.I.D. is 
no, 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 matter of this notice. 

Section 416 of the Agricultural Act of 

1949 (Section 416) authorizes the
d-onation 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 donated, 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, ided under the 
Agricultural Trade Development and 
Assistance Act 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 
met 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, on August 9. 
1983. a Memorandum of Understanding 
was entered into by CCC and AID 
which provided for the designation of 
AID 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 418. The 
JMemorandum sets forth the various 
responsibilities to be shared 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 t$, 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 416. It is intended that 

Rules anid Regulations 

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 following 

submission of a program proposal by
such sponsors. Cooperating sponsors. asdefined 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 proposals. 
Telephone: (AC 703) 235-9173. 

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

It has been determined 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 Reister. 
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 Fedetal Re&er. 
List of Subjects in 22 CFR Part 210 

Dairy products. Exports, Foreign aid. 
22 CFR Ch. i Is amended by 

establishing a new Part 210 as A.LD. 
Regulation 10 to read as follows: 

PAr 210--OONATION OF DAIRY 
PRODUCTS TO ASSIST NEEDY 
PERSONS OVERSEAS (SECTION 416FOREIGN DONATION PROGRAM) 

sec. 
210.1 General purpose and scope. 
zno. Definitions 
210.3 	 Elgibility requirements for nonprofit 

private humanitarian organizations. 
210.4 Cooperating sponsor agreements.
210.5 Availsbilty of oommodities 
21o.8 Obligations ofcooprratlng sponsor. 
210.7 Processing. repackaging and labeling 

of commodities. 
210.8 	 Ar. ngements for entry and handling 

in foreign country. 
210.9 	 Disposition of commodities unfit for
 

authorized use.
 

http:Commod.ty
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S ic. 

21010 Liabil for loss and damage or 


improper distribution of commodity-

cla:ms and procedures.


21011 Records and reporting requirements 
of cooperating sponsor. 

210.12 	 Additional responsibilities of 
cooperating sponsor. 

210.13 Termination of program. 
210.14 Waiver and amendment authority,
210.15 	 OMB control number assigned 

pursuant to the Paperwork Reduction 
Act. 

Appendix I-Dairy Product Foreign Donation 
Program Proposed Plan of Operation 
(Section 416). 

Appendix I--Dairy Product Donation 
Agreement (Section 4161. 

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

§210.1 Gerwris PUToe Mid scop. 
(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 Stales through 
foreign governments and public and 
nonprofit private humanitarian 
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 416 of the Agricultural Act of 
1949. as amended (Section 416). 

(u) Legislation. The legislation 
implemented by the regulation (Section 
416) provides that dairy products 
acquired by Commodity Credit 
Corporation (CCC) may be "donated 
through foreign governments and public 
and nonprofit private humanitarian 
organizations foe assijtance of needy 
persona outside the United States. and 
the Commodity Credit Corporation may 
pay, with respect to commodities so 
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.I.D.) as its agent to 
carry out certain responsibilities 
pertaining to the administration of the 
program to donate CCC dairy products 
outside the U.S. under the authority of 
Section 416. 
§ 210.2 Definltons. 

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

office of A.I.D. 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. 
Government for the use of Section 410 
Foreign Donation Program commodities, 
and which is directly responsible under 
the agreement for administration and 

impe mfnttomof and reporting on theuse of the commodities made available 
for the program. The Cooperating 
Sponsor, except a foreign government 
and intergovernmental 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 inchlde 
Embas3ies, 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 cairyifg 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 activity, project or program. 

"Private" means a nor-gevernmen&al 
organization that rceives 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. 
1210.3 Eigbutty requirement foi 
nonprotprivate humamawan 
organizations. 

(a) All private and voluntary 
organizations registered with the 
Agency for International Development 
under A.I.D, Regulation 3, 22 CFR Part 
203. are eligible to participate in the 
Section 410 Foteip' Donation Pr~gnm. 

(b) All organiz.ations that have
received dairy prc ducts for overseas 

distribution outside the U.S. from the 
Commodity Credit Corporation under 
the authority of Section 410 prior to the 
issuance of these regulations are eligible 
to continue to participate in the Section 
418 Foreign Donation Program. 

(c)Organizations not eligible under 
(a)or (b)above may apply for 
registration by contacting the 
Registration Officer, Office of Private 
and Voluntary Cooperation (FVA/PVC).
Bureau for Food for Peace and 

Voluntary Assistance.Agency for
 
International Development (A.I.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), ofAJ.D., 
on the recommendation of the Office of 
Food for Peace following the registration 

review by the Office of Private and
 
Voluntary Cooperation (FVA/PVC). 

(e)Certain categories of organizations 
engaged exclusively in religious 
activities, and private 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 416 
program. The Office of Food for Peace 
will conduct a review of such 
applications, and forward 
recommendations to the Assistant 
Administrator of the Bureau for Food for 
Peace and Voluntary Assistance FVA) 
for a decision regarding participation. 

(f) Organizations approved for 
participation in the Section 416 Foreign 
Donation Program or foreign 
governments must mubmit to A-ID. a 
program plan ofoperation. For details 
see Appendix I-Sample Format of a 
Dairy Product Foreign Donation 
Proposed Plan of Operation (Section 
415). 

1210.4 C"bO WSgSpamariasW. 

(a) The Cooperating Sponsor shall 
enter into a written agreemmnt with 
A.LD.and CCC by signing a Section 416 
Foreign Donation Program Agreement 
whica shall incorporate by reference the 
terms and condition set forth In this 
part. 

(b) Appendix 1Iof this Regulation is a 
Sample Format of the Section 410 
Foreign Donation Program AgreemenL 

1210.5 Avalablty of coounodlo 

(a) Commodities sall be available for 
distribution and use In accordance with 
the provisions of the Section 416 Foreign 
Donation Program Agreement and tis 
part. Unless provided otherwise In the 

Section 416 Foreign Donation Program 
Agreement, 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 

:J[
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made a part of the Section 416 Foreign 
Donation Program Agreement. 

(hi Unless the Section 416 Foreign 
Uotnion Program Agreement provides 
otherwise, title to the dairy products 
shall pass to the Cooperating Sponsor at 
the time and place of delivery f.a.s. 

essel at the U.S. ports. 

(c)(1) The Commodity Credit 


Corporation (CCC) will pay 
reprocessing, packaging.-transporting, 
handling, and other charges incurred in 
making commodities available to 
Cuoperating S;,nsors, as agreed upon in 
the Section 416 Foreign Donation 
Program Agreement. 

(2) All costs and expenses incurred 
subsequent to the transfer of title to 
Cooperating Sponsors shall be borne by 
them except that CCC may pay or make 
reimbursement for transportation costs 
from U.S. ports to designated ports or 
pois of entry abroad when specifically 
provided in the Section 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) Shipment of commodities and the 
payment of ocean freight shall be made 
in accordance with the following 
procedures: 

(1)(i) When the Cooperating Sponsor 
agrees to pay ocean transportation costs 
and perform freight forwarding and 
L.)oking 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. porL The Cooperating Sponsor will 
arrange ocean transportation 'and freight 
forwarding in compliance with the 
Carlo Preference Act of 1954, Public 
Law 664 which requires that at least 60percent of the cargo tonnage under this 

agreement be carried on U.S.-flhg 
vessels. Non-Vessel Operating Common 
Carriers (NVOCC) may not be employed 
to carry U.S.-flag shipments. Approval 
of ocean transportation arrangements 
shall be obtained from ASCS/KCCO/ 
USDA, P.O. Box 205, Kansas City. Mo. 
64141, Telephone: (913) 236-3057. 

(ii) The Cooperating Sponsor will also 
complete the CCC-512 indicating name 
of steamship company, vessel name, 
vessel flag and estimated time of arrival 
at U.S. port, sign and retur., the 
completed form to KCCO/USDA, with a 
copy to P.L 480 Operatiqns Division. 
Foreign Agricultural Service, USDA. 
KCCO/USDA will then issue 
instructions to have the commodity 
shipped free alongside 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 
selected on the basis of the lowest cost 
to CCC except where mutually 
agreeable to both the Cooperating 
Sponsor and KCCO/USDA. 

(2)(i) When CCC agrees to pay ocean 
transportation costs and the 
Cooperating Sponsor agrees to perform 
freight forwarding and booking
function , the 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, which requires that at least 
50 percent of the cargo tcnnage under 
this agreement be carried on U.S.-flag 
vessels. Non-Vessel Operating Common 
Carriers (NVOCC) may not be employed 
to carry U.S.-flag shipments. Approval 
of ocean trar.sportation arrangements 
shall be obtained from ASCS/KCCO/ 
USDA. P.O. Box 205, K.C.. Mo. 64141. 
Telephone: (913) 236-3057. 

(ii) Tne Cooperating Sponsor will also 
complete the CCC-512 indicating ocean 
freight rate as stated in the Federal 
Maritime Commission kFMC) tariff (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 PJ.. 480 
Operations Division, Foreign 
Agricultural Service. USDA. KCCO/ 
USDA will then issue instructions to 
have the commodity shipped free 
alongside 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 DonationProgram Agreement U.S. ports will be 

sclected on the basis of lowest landed 
cost to CCC except where mutually 
agreeable to the Cooperating Sponsor 
and KCCO/USDA. 

(iii) CCC will pay the Cooperating 
Sponsor or the ocean carrier, as may' 
agreed upon, for ocean transportation 
costs Within 30 days of receipt of the 
following documentation: (A) one copy 
of completed CCC-512 (as indicated 
above): (B) three copies of freighted "on 
board" bill of lading signed by 
originating carrier, (C) two copies of 
booking note and/or contract covering 
ocean trarnsportation of subject cargo; 
(D) request for payment. indicating 
amount due and certification that 
payment has been made to ocean carrier 
or request for direct payment tc ccean 
carrier. 

(3) When CCC agrees to pay ocean, 
transportation costs and to perform 
freight forw3rding 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. 

1 210.6 Obltgatons of the coopifatta 
sponsor. 

(a) Planof Operation.Each 
cooperating sponsor shall submit to the 
AID or Diplomatic Post a description of 
the programs it is sponsoring or 
proposes to sponsor. This description 
will. when approved, provide the basic 
information for preparation of the 
Section ,iM1Foreign 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, AID, 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 Section 416 Foreign 
Donation Program is lobe conducted. In 
addition to any other reluirements of 
law or regulation, the plan will include 
the following information: 

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

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

(3) Statements as to what public 
recognition and container markings willbe empicyed in the distribution of the 

commodities. 
(4) A lostits plan that demonstrates 

the adequacy of port facilities, 
teadequacyop facilities , 
trenspotation facilities and storage/ 
warehousing faciltes to handle the flow 
of commoditie to recipients without 
undue risk of spoilage or waste. 

(5)Sufficrient information concerning 
the plan of distribution and the target 
group of recipients so that a 
determination can be made as to 
whether the propSed food distribution 
would result in a 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 dairy products from the U.S., the reentry 
educating recipients on the source of of any of the dairy products into the 
dairy products, program requirements, United States, or any use of the dairy 
and preparation and use of dairy products which is inconsistent with the 
products, particularly steps to be taken Section 416 Foreign Donation Program 
to assure that there will be no Agreement. For any such failure, the 
unintended h irmful effects from the Cooperating Sponsor shall reimburse 
distribution of the dairy products. CCC for all costs paid by CCC in making 
Therefore, examples of educational the dairy products available to the 
materials for the field or guidelines Cooperating Sponsor. including the 
should be presented which include food acquisition cost to CCC at the time CCC 
he ndling precautions (oprevent acquired the dairy products under its 
contamination and spoilage such as dairy price support program. However, 
refrigeration of cheese and butter the Cooperating Sponsor shaU not be 
products, immediate preparation of liable to CCC with respect to any dairy 
foods before eating. discarding of products which, before or after export 
leftovers if no refrigeration is available, from the United States, are lost or 
and information about proper use and damaged, destroyed or deteriorated to 
preparation of NFDM in its dry and the extent that the dairy products 
reconstituted form. Specifically in child cannot be used for the purposes 
feeding programs where NFDM is described in the Section 41e Foreign 
distributed in bulk directly to families, Donation Program Agreement unless 
projects at a minimum should include such loss or damage was due to the fault 
education on (i) promotion of exclusive or negligence of the Cooperating 
breastfeeding for 4-6 months and Sponsor. 
continuation of breastfeeding after solid (4)Cooperating Sponsors shall 
foods are introduced, (ii) use of NFDM distribute dairy products only to eligible 
as a protein supplement. (iii) the recipients. Distribution. shall be made 
imjortance of combining NFDM with without regard to nationality, race, 
energy rich foods, re oil. fats, porridges, color, sex, or religious or political beliefs 
stews, etc., and (iv) precautions to be of recipients. 
taken to prevent contamination of foods (5) Funds derived from voluntary 
prepc:ed with NFDM, and (v) contributions by recipients may be used 
precautions to be taken when NFDM is for payment of program costs by 
reconstituted as a milk drink, when Cooperating Sponsors. Contributions 
there is evidence that it may be used may not be required by a Cooperating 
this way. Sponsor from a recipient as a condition 

(9) Description of the method to be for participation in a program. Funds 
used to supervise and monitor the accruing from contributions shal be 
distribution of the dairy products to used for payment of program costs such 
assure that they are distributed to the as transportation. storage, handling, 
intended needy recipients. insect and rodent control rebagging of 

(10) Provide information to show damaged or infested commodities and 
approval of foreign government to other program expenses specifically 
import the donated dairy products duty authorized by AID to carry out the 
free. program for which the commodities 

(b) OtherRequirements. were furnished. 
(1)The terms and conditions of the (6) Overseas donations of dairy 

Section 416 Foreign Donation Program products under Section 418 are Intended 
Agreement and of this part. except as as food aid. Dairy products may not be 
otherwise specifically provided, are donated under circumstances resulting 
deemed to be accepted by the in more than incidental commercial 
Cooperating Sponsor in submitting the sales of the products after they have 
program plan of operation. been donated, nor may the commodities 

(2) The Cooperating Sponsor agrees to be sold in order to generate funds for 
use the dairy products only in any purpose.

(7) In the case of foreign governmentaccordance with the Section 416 Foreign 
Donation Program Agreement, and this Cooperating Sponsors. data showing 
regulation. commercial and non-commercial 

(3)The donation of the dairy products imports of dairy products for the past 

by CCC and the payment by CCC of any five years by country of origin shall be 

costs specified in Section 3of the provided. A Section 418 Foreign 

Section 416 Foreign Donation Program Donation Program Agreement with a 
Agreement is made with the foreign government may include a usual 
understanding that the Cooperating marketing requirement 
Sponsor will carry out its obligations as (8) In the case of landlocked countries. 
provided in the Agreement and this part. transportation in the intermediate 
The Cooperating Sponsor shal be liable country to a designated inland point of 
to CCC for any failure to export the entry in the recipient country shall be 
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arranged by the Cooperating Sponsor 
unless otherwise provided in the Section 
416 Foreign Donation Program 
Agreement. 

(9) If a Cooperating Sponsor 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. 

0210.7 Procaftadwrpackau and 
t"Ingof ommita. 

(a) Cooperating Sponsors may arrange
for processing dairy products into 
different end products and for packaging 
or repackaging dairy products prior to 
distribution. When commercial facilities 
are used for processing. packaging or 
repackaging. Cooperating Sponsors shall 
enter into written agreements for such 
services. Copies of the executed 
agreement=; 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 Commodity. 
(1) ne of the 
2) FuniSed by the people of the
 

United States of America.
 
(3)Not to be sold or exchange.
 

Emblems or other identification of
 
coopersiffli sponsors may also be
 
added.
 
§210. Arraiig ofrsuy sada 
hantfint InloIeis c ry. 

(a) Diary products shall be admitted
 
da)yDfary pnoducts shallfbemadmited
 
duy free and exempt from all taxes. 

(b) Cooperating Sponsors shall make
 
all necessary arrangements for receiving
 
the dairy products and assme full
 
responsibility for storage and
 
maintenance of dairy products from time
 
of delivery at port or point of entry
 
abroad. The Cooperatinn Sponsor shall
 
be responsible for the maii-tenance of
 
commodities in such maimer as to
 
assure distribution of thedairy products
 
in good condition to needy recipients.
 

(c) If the packages ofdairy products
 
are damaged prior to or during
 

V. 
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dsILharge, and therefore, must be 
repackaged to ensure that the dairy 
products arrive at the distribution point 
in %,,holesomecondition. CCC will only
reimburse Cooperating Sponsors who 
are private nonprofit organizations for 
approved expenses incurred for such 
repackaging. No prior approval is 
required for costs equalling S500 or less. 

§ 210.9 Disposiotnof comlrodties unflit
for authortzed us. 

D.maged commodities are to be 
disposed of in accordance with AID 
RegulaIion 11, §211.8 (22 CFR Part 211).
Such a disposition should be reported to 
the Chief, Claims and Collections 
Division, KCMO. P.O. Box 205. Kansas 
City. Missouri P4141. 

§ 210.10 LLtbty for Ios id Mag or 
Impropew distribution of ommodit-
claims and proceduros. 

(a) Notwithstanding the transfer of 
title to the Cooperating Sponsor f.a.s. 
vessel, CCC shall have the right to file. 
pursue and retain the proceeds of 
collections from claims arising from 
ocean transportation cargo loss and 
damage, including loss and damage
occurring between the time of traiisfer of 
title and loading aboard a vessel. CCC 
assumes general average contributions 
in ail valid general average incidents 
which may arise from the movement of 
commod ty to the destination port. CCC 
shall receive and retain all allowances 
in general average. The Cooperating 
Sponsor shall promptly notify 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 docaten 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 shaU promptly furnish such 
office any assignment or rights which 
may be requested. Where the 
Cooperating Sponsor pays the ocean 
freight cir a portion thereof, it shall be 
entitled to pro rata reimbursement 
received from only claims related to 
ocean freight charged. 

(b)The Cooperating Sponsor shall 
promptly provide written notice to AID 
or the Diplomatic Post. of the 
circumstances pertaining to any loss. 
damage, or misuse of commodities 
occurring within the recipient country or 
intermediate country. Proceeds from any
resuhant claims actions shall be 
forwarded to AID for the account of 
CCC. 
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(c) Unless the instructions issued by
CCC referred to in paragraph (a)of this 
section provide otherwise for certain 
designated Cooperating Sponsors, CCC. 
Claims and Collections Division. will 
arrange for the services of an 
independent cargo surveyor to survey
the discharge of Section 416 
commodities at the foreign discharge 
port.

(d) Cooperating Sponsors shall send
copies of all reports and documents 

pertaining to 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 aindependent surveyor to conduct 

examinations of the cargo and ;ender

their report. 


(f) The handling of claims prior to 
loading of the dairy products on ocean 
vessels and claims against ocean 
carriers shal be handled according to 
procedures established by CCC. Claims 
arising after discharge shall be handled 
according to procedures established by
AID for handling inland Pub. L 480, Title 
I1claims (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 Agreement on 
Tariffs and Trade (GA'T 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 dearly segregated 
from costs incurred by the Government 
of the United States. With respect to 
claims other than ocean carrier loss' 
and/or damage claims, the value of 
misused, lost or damaged commodities 
may be determined on some other 
justifiable basis, at the request of the 

Cooperating Sponsor and/or upon the 

approval of the.USAID or Diplomatic 

Post, AID/W. 


§210.11 RecOrda and reporting 

requirements of cOOperating sponsor. 


(a)The Cooperating Sponsor 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. 
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transportation. storage and distribution 
of the dairy products, 

(b)The Cooperating sponsor shall 
cooperate with and give reasonable 
assistance to United States Government 
representatives to enable them at any
reasonable time to examine any
activities and transactions of the 
Cooperating Sponsor pertaining to the 
receipt 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 Section 415Foreign Donation Program Agreenent
and reports thereafter should cover each 
subsequent six month period. A report is 
not required ff dairy products are not 
received or distributed during any six 
month reporting period. This report must 
contain the following data: 

(1)Receipts of each type of 
commodity. 

(2)Quantity of each type of 
commodity distributed. 

(3) Inventory of each type of 
commodity at the end of the reporting 
period. 

(4)Numbers of recipients. 
(5)Beginning in''entory of each type of 

commodity. 
(6)Quantity of each type of 

commodity on order or in transit. 
(7)Status of claims for commodity 

losses both resolved and unresolved. 
(8)Quantities of each type of 

commodity damaged or declared unit. 
210 .12 A¢ o r of
 
co210.I2 A onew.
 
o spo"or 
(a)The Cooperating Sponsor shall. 

within t"ity (30) days after export 
furnish evidence of export of the dairy
products. If export is by water or air. 
twc copies 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 415 Foreign 
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 
Government the right to annul the 

http:co210.I2
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Sechton 416 Fir':.r Dont:on Ugrl.sm 
Agreement 

§ 210.13 Termination of program. 

! or any par, of the assistance 


providedtunder the Section 416 Foreign
Donation Program. including 
commodities in transit, may be 
terminated by the United Slates 
Government at its discretion if the 
Cooperating Sponsor fails to comply 
. ith the provisions of the Section 416 

Foreign Donation P',ogram Agreement 
or this part. or if it is determined by
A.ID. that the contmnuation of such 
assistance is no longer neces'sary. 

t210.14 Waiver and amnent authorfty, 
[a] A.I.D.. 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 
statutory and it is deter'mined to be in 
the best interest of the U.S. Government 
to do so. 

(b) The Section 416 Foreign Donation 

Program Agreement may be amended
rogri Agrement y AIeam . CCd 
upon written agreement by AID. CCC, 
and the Cooperating Sponsor. 

1210.15 DMB control number as~gned 
pursuant to the Paperwork Reduction Am 

he information collection 
requirements in Part 210 have been 
approved by the Office of Management 
and Budget under control number 0412-
0517. 

Appendix L-Dairy Product Foreign Donation 
Proposed PLan of Operation (Section 416) 
Agency for nternationalDevelopment 
Bureau for Food for Peace and Voluntary 
Assistance. Office of Food for Peace. Title It 
Food Donation Division, Washington. D.C 

Dairy Product Foreign Donation Proposed 
Plan of Operation (Section 416) 

Public and private nonprofit humanitarian 
organizations (applicant) must submit to the 
Agency for Interational DevelopmenL 
Bureau for Food for Peace and Volunt-Jy
Assistance. Office of Food for Peace. Title 11 
Food Donation Division, Washington. D.C. 
20523. a program plan giving the following 
information: 

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

2-Country in which the dairy products will 
be used to assist needy people. (Submit a 
separate proposal for each country.) 

3. Kind of dairy products requested. The 
quality specifications and packing
description of the dairy produ,:ts 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 
products.) 

4.Quantity of dairy products requested 
stated in pounds. The quantity requested 
shall be limited to the amount to be shipped 
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from the L.S during a tweke month period 
beginning with the first propo!,ed shipment5. Delivery schedule. (Show amount of 
dairy products .or each dil'ierv period, i t 
ldnuary--4-.O. pounds March-40.(On 
pounds. etc.)

8. Intended use of the dairy products.
a. Describe each program lie., matemdl

child health, school feeding. other child 
feeding. etc.), the problem that the program 
addresses. 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. Lities. or
other administrative or geographical areas?

d.Describe the distribution method to be 
used to make the disiry products available to
needy recipients. 

7.Describe participation in the program by 
any other organizaion or government agency 
of the foreign country. 

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

9. Describe records to be used to control
distribution 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 showthalt 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 iamade to the recipient. State if 
applicant will retain control of dairy productsduring t nsportation and storage. If not. 
describe controls to assure delivery of the 
dairy pr'xhts from time of unloadirg at port 
to the distribution point where products will 
be made available to the recipients. 

17- Desc ibe any reprocessing or repacking 
'that will occur in the country, giving locaion 
and name of firm that will perform the 
reprocessing or packing.

13. Explain bow 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 preparation and use of the 
dairy products. Include plans for program 
publicity, including factors that may 
adversely affect publIcity. Therefore,
examples of educational materials for the 
field or guidelines should be presented whach 
include food handling precautions to prevent
contamination and spoilage such as 
refrigeration of cheese and butter products,
immediate preparation of foods before eating. 
discarding of leftovers If no refrigeration Is 
available, and information about proper use 
and preparation of NFDM in Its dry and 
reconstituted tor. Specifically in child 

/ Rules and Regulations 22029 

freding programs where NF'DM isdistributed 
in bulk directly to families, projects at aminimum should include education on (a) 
promotion of exclusive breastfeeding for 4-8 
months and continuation of breastfeeding 
after solid foods are introduced. 1b) use of
NF'DM as a protein supplemenL (c)the
importance of combining NFDM with energy
rich foods. re oil fats. prdges. stews. etc.. 
and 1d) precautions to be taken to prevent 
contamination of foods prepared with NFDM 
and (e)precautions 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 contribution such as
financial human rezou other food 

commodities. etc.. including the source. 
estimates of the amount and role the 
contributions will play in the program. 

16. Describe method to be used to 
supervise and monitor distribution of the 
dairy products to assure that the intended use 
of dairy products is accomplished. 

17. Provide tnormation to show that the 
applicant has received approval from the 
government in the country to import the 
donated dairy products free from all custom 
duties. tolls, taxes etc. 
Appendix EB-Di Product ForepsDonation Program Agremntal(Secton 416) 

Country
UniedStates Covernment.-DoiryProduct 

Foreign Donation P.og i.eng
(Sction 416) 

Inorder to effect thedistributon of dairy 
products for the assistance of needy persons 
outside the United States, the Agency for
International Development (AJ.D.), the 
Commodity Credit Co'ponstion (CCC). and 
the (Cooperating Sponsor) apee as follows: 

1.CCC arees to donate to the Cooperating 
Sponsordarjv products of t d nd 
amounts specified in Section Zof tha 
agreement pursuant to the authority of 
Sbon 418 of the Agri ltrui Act of 1949. as 
amended. CCC shall deliver such dairy 
products In accordance with the delivery 
s.edule specLied wDSectiom 2. 

2. Dairy products to be donated to the 
Cooperating Spmaor am as followm 

pawii I mW 
, W 

i Sim U. PM 

Pwgd e abrs 0cow is U&. pat. 

Nota-S"hould the above schedule change.
the Cooperating Spowr will promptly 
Inform and coordinate areind delivery
schedule by contacth the Atialitual 
Stabilization and Conservation Service,
Kensas aty Commodity Office, USDA. P.O. 
Box 205. Kansas City. Miscouri, 04141, 
Telephone: (913) 23 30 . 

3.The payments of all onets asociated 
with the reprocessing packai. 
trnsportn handling and other charges 
incwred in the distribution of the dairy
products will be apportoned as folows 

A. CCC agre to donate th dairy protuct
without charge ard k-pay thie following 
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costs: These comsa will be determined dunng 
the negotiation of program approval.)

B The Cooperating Sponsor agrees to pay
the following costs: (These costs are 
determined during the negotiation of program 
approval.) 

4. The Cooperating Sponsor agrees to use 
the dairy products only in accordance with 
this Agreement and the approved program. 

5. The term and conditions set forth in AID 
Regulation 10 and the approved Plan of 
Operation are incorporated ipto and made a 
part of this agreemenL 

Agency foe lntaenational Development 
By 

Title: Assistant Administrator, Bureau of
 
Food for Peace and Voluntary Assistance
 
and/or as delegated.
 

Date: 

Commodity Crdi Corporsto 

By 
Tide: General Sales Manager. FAS and
 

Vice President. Commodity Credit
 
Corporation and/or as delegated
 

Date: 

Request and Accelpanc 
The assistance described in this agreement 

is requested and.he terms and conditions of 
this Agreement and of AID Regulation 10. 
except as otherwire specificjlll provided
herein, are accepted. 

CooperatinS Spoasor 

By 
Title: 

Date: 
Dated: April 17. 1934. 

M. Peter mcPbwm. 
Administrolor. 
lI fc "-1N rJ I-.45 aoil 

11i.1mdCO St ta1-es-111 
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DEPARTMENT OF AGRICULTURE 

Commodlty Cr*Wt Corporation 

1CFR Part 1497 

Dotstlon of Dairy Products Overseas 
c Commodity Crt Corportion 

USDA. 
U c F a u 
___o___F _ _r__e._ 

suv.m r Tis-rule will remove the 
_ 

;-teran rule (47 FR 54= 7 CER Part 
1497) published by Commodty Credit 
Crporation (CCC) on December 2. 19a. 
etting forth the procedures for the 

dcnation of dairy products to a.it 
needy perus overseas. Under an 
agreement with CCC, AID as agent for 
CCC will perform certain services for 
CCC in coanection with the donation of 
dairy products overseas. AD' 
rtgulation, which replaces CCCa 
rtlason on this subject. appears in 
11us Federal Register in Part LI1 of this 
issue. 

'KY 0A.T= May A~. 2"L~.C'YIW 
R FVR 'rO COTACTLPMMOATO 
ary . Ca mbl, reAl~ cr. om'-.ary T. Chnbtiss. Director. ProgamAnlysis Division Export Credits. 

Foreign Agriculture Service. U.S. 
Department of Agriculture. Washington,
D.C. 2IZS0. Telephone. (202) 447-4573. 

in coNmection with making dairy
products avaihble tobeedy pepple 
overseas under the authority or Section 
415. Pwsant to the Memorandum of 
Understanding. AID has pubished an 
nterim Rule which appears In Pat IDl of 
this Federal Reiter, setting forth 
detailed procedures relating to the 
implementation of the Section 415 
foreign donation program. This AID 

concred in by CMC will 
now govern the Section 41a foreign 
donatio program Accordinly. CCC Is 
hereby removing 7 CYR Part 1497. 

This rule has been reviewed under 
USDA procedures required by Executive 
Order im and Departmental
Reguaon1512,-1 and hasbeen 
classified-as "not major." It has been 
determined that this rule will not result 
in: (1) An annual effect on the economy 
of $100 million or more (2) a major 
in crea se in co sts o r prices for 

cor sumers, individual industries. 
Federal. State or local goverments, or 
geographical regions. or (3) significant 
adverse effects on competition. 
employment, investmenL productivit)
innovation, or the ability of United 
States-based enterprisn to compete 
with foreign-based enterprises in 
domestic or export marketa. 

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

Since the Section 416 forein dnnata 
program will now be implemented 
puruant to the AD regulations 7 CFR
Part1497 no onger serves anyfunctionl purpos and is unnecessry. 
Therefore. CCC finds upon good cause 
that compliance with the public 
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Sined at Wongiton. D.C. on MayA. 194. 
tkhard A.Samh. 
Adbniaotr.Forei.AdricudftuxlService 
and ViePresidwrdofLheCmmodityCredit 
Cop'tioA. 
Pmc, , mmd, - m ,, 

as.*. 

DEPARTMENT OF TRANSPORTATION 

Federal Aviation Adrmirfration 

14 CFR Part 29 

(DOCIt NO. 5ftm3S.AO Amidt. 3 .4872J 

Ao, 3 j Bmei 
Model 737 Satu Alplarle. 
AOINc. Federal Aviation 
Administration CFAA, DOT. 

r 
_CT_M__ _ ina_ _ _ __. 

new a. Thisamendmnt Adopt a 
require inpectio of the awhr h 
rer inspto fethe auliar 
power unit (APU) feeder cable on 
ces Boi 737 aetect t h ation is 

eleato contccable which could 
resulevto nt ale prir cotl 
cable. A severed elrvator control cable 
cobined anothe elevator "stem 
failure could result in loss of the 
ailureo 
airplane.
DA'n Efective June 4.1984. 
ADOoMuz The referenced service 
docm=ts may be obtained upo 
eqr t from tig Dein CCemfera 

Airplane Company. P.O. Box 3700. 
Seattle. Washington 96M124 or may be 
-xamined at the address shown below. 
FOR Puwn"Im Cowr. 
Mr. CarltonHolmesrframe Bvnact. 
AiNI.2eIM FNeorthll Aitioncomment and delayed effectivenessO WRMA*W f 5U.S.. S isAdministrittion. Northwest MountainVA"LUMTRY Prvison$3U~W..1IETAlrYu D 1oRU,110 On provisions of SU.S.C. 553 ts Region. Seattle A."craft Certification 

Dtcember 2. 1982. CCC published an 
itera Rule (47 FR 54Z85. 7 CFR Part 

,4,) setting forth procedures for the 
donation of dairy products to assist 
,etdy persons overseas under the 

suthonty of Section 415of the 
Agnculturl Act of 1948. as amended 
(Section 418). On August 9. 1903. 
Memnorandum of Understanding was 
"tered into between CC and the 
Aency for International Development 
(ID) which provided for the 
desigation of AID as the agent for CCC 
L'Performing certain services for CCC 

unnecessary, impracticable and contrary Oeice. 9010 East Marginal Way South, 
to the public interest. 

L6s cd Subject i 7 C Part1497 
Dairy products, Exports, Foreign aid. 
Accrdingly.Title 7 of the Code of 

Fderl Regulations Is amended a8 
follows:. 

PART 1497--(REMOVED] 

1.Part 1497 is removed. 
Aawitrr: Sec. 418 of the Apicultural Act 

of 14. amamended (7 U.S&C 14311. 

Seattle Wasng naelep one h. 

S31t29= Mag A ees (AA.
431-292& Mailing ,idnrm FAA. 
Northwest Mountain Reion, 17900Pacific Highway South. C--69 Seattle. 
Waslion C tL 

WUP UDIS D01oM Theem 
have been five repomta cass of 
Interference between the elevator 
control cable and the APU feeder cable, 
all of which have resulted in abrasion 
and arcing between the two, leading to 
cable severance. 

http:5ftm3S.AO


ANNEX H 

TRANS,~13 EFETV 1979 NO.NO 	 AE-PAGE 
9, C 	 DATEAID HANDBOOK App 	 9:6 JuN, 13V C-1 

AID REGULATION 11
 

The text of AID Regulation 11, as amended, is given below, based on publication
 
in the Federal Register as follows:
 

Portion(s) Affected 	 Effective Date Citation
 

Entire regulation February 13, 1968 33 F.R. 2918
 
Sections 211.3; 211.5(k) October 7, 1970 34 F.R. 15751
 
Section 211.9 (in entirety) September 19, 1974 39 F.R. 33668
 
Regulation Revised (in 41 F.R. 47919­
entirety) November 1, 1976 47927
 

Regulation Revi-ed (in 44 F.R. 34034­
entirety) June 13, 1979 34045
 

DEPARTMENT OF STATE organizations (except the World Food (b] The minimum quantity of a-icultural 
Program and United Nations Relief and commoditics distributed under this title--(1) 

Agency for International Development Works Agency) pursuant to Title II, the for fiscal years 1978 through 1980 shall be 
Agricultural Trade Development and 1,600,000 metric tons, of which not less than 

1,300.000 metric tons shall be distributed
Assistance Act of 1954, as amended through nonprofit voluntary agencies and the 

IA.I.D. Regulation III(Pub. L 480. 83rd Congress, as World Food Program: (2) for fiscal year 1981 
amended). shall be 1,650,000 metric tons, of which not 

Transfer of Food Commodities for Use (b) Legislation.The legislation less than 1,350,000 metric tons shall be 
In Disaster Relief and Economic Implemented by the regulations in this distributed through nonprofit voluntary 
Development, and Other Assistance, part is as follows: agencies and the World Food Program; and 

(3)for fiscal year 1982 and each fiscal year
(1) Section 2(3) of the Agricultural thereafter shall be 1,700,000 metric tons, of
 

Sec. Trade Development and Asssistance which not less than 1,400,000 metric tons
 
211.1 General purpose and scope. Act of 1954, as amended, provides that 	 shall be distributed through nonprofit 
211.2 Definitions. in furnishing food aid, the President 	 voluntary agencies and the World Food 
211.3 	 Cooperating sponsor agreements. shall: Progranm unless the President determines and 

reports to the Congress, togethar with his211.4 Availability of commodities, relate United States food assistance to efforts 	 reasons, that such quantity cannot be used 
211.5 Obligations of cooperating sponsors, by aid-receiving countries to increase their 	 effectively to carry out the purposes of this 
211.6, 	 Processing, repackaging, and labeling own agricultural production, with emphasis title. Provided,That such minimum quantity 

commodities, on development of small, family farm shall not exceed the total quantity of 
211.7 	 Arrangements for entry and handling agricuiture, and improve their facilities for commodities deterr.ined to be available for 

in foreign country. transportation, storage, and distribution of disposition under this Act pursuant to section 
211.8 	 Disposition of commodities unfit for food commodities. 401, less the quantity of commodities required 

authorized use. (2) Section 201 of the Agricultural to meet famine or other urgent or 
211.9 	 Liability for loss and damage or Trade Development and Assistance Act extraordinary relief requirements. 

improper distributioa of commodity, of 1954, as amended, provides as (3) Section 202 of the Agricultural 
211.10 	 Records and reporting requirements follows: Trade Development and Assistance Act 

of cooperating sponsor. 
211.11 Termination of program. (a) The President is authorized to 	 of 1954, as amended, provides as 
211.12 	 Waiver and amendment authority. determiie requirements and furnish follows: 

agricultural commodities on behalf of the (a) The President may furnish commodities
Authority: Secs. 105, 201. 202, 203, and 301 people of the United States of America, to for the purposes set forth in section 201 

Agricultural Trade Development and meet famine or other urgent or extraordinary through such friendly governments and such 
Assistance Act of 1954, as amended. 7U.S.C. relief requirements; to combat malnutrition. agencies, private or'public, including
1705, 1721, 1722, 1723, and 1693; 68 Stal. 454, especially in children; to promote economic intergovernmental organizations such as the 
as amended, and community development in friendy World Food Program and other multilateral 

developing areas, and for needy perions and 
§ 211.1 Gener purpose and scope, nonprofit school lunch and preschool feeding 

(a) Terms and conditions.This Part programs outside the United States. The
211 contains the reglations prescribing 	 Commodity Credit Corporation shall makeavailable to the President such agricultural 
the terms and conditions governing the commodities determined to be available 
transfer of agricultural commodities to under section 401 as be may request. 
foreign governments, U.S. voluntary 
agencies, or intergovernmental 
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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 Committee on Voluntary 
Foreign Aid. Ifno United States nonprofit
voh.ntary agency registered with and 
approved by the Advisory Committee on 
Voluntary Foreign Aid Is availablh, the 
President may utilize a foreign nonprofit
voluntary agency which is registered with 
and approved by the Advisory Committee. 
Insofar as practicable, all commodities 
furnished hereunder shall be clearly 
identified by appropriate markings on each 
package or container in the language of the 
loi ality where they are distributed as being
furnished by the people of the United States 
of America. Except in the case of tmergency,
the President shall take reasonable 
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 underthis title, priority shall he given, to the extent 
feasible, to those who are suffering from 
malnutrition by using means such as IA) 
giving priority within focd programs for 
preschool children to malnourished children. 
and (B) giving priority to the poorest regions
of countries. 

(4) Section 203 of the Agricultural 

Trade Development and Assistance Act 
of 1954, as amended, provides as 
follows: 

ieCommodity Credit Corporation may, in 
addietion to the cost of acquisition. Pay'With 
respect to commodities made available underthis title costsanfar packaging, enrichment,presrvaion
fotifcatonproessng, 

preservation. and fortification. procensing, 
transportaton. handling, and other incidental 
board vessels in U.S. ports. Ocean ighte 

charges from U.S. ports to designated ports of 
cntry abroad: transportation from United 
States ports to designated points of entry
albroad 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 
transport 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 wider this title during any
calendar year which call for an appropriation
of more than $75 0.000,0 00u 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 
Credit Corporation in amounts less than were 
authorized for such purpose during such 
preceding yeir. 

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 I of this Act in order to 
meet costs (except the personnel and 
administrative costs 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 title 
are used to carry out effectively the purposet
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: 
Provided, however. That such funds shall beused only to supplement and not substitute 

for funds normally available for such 

purposes from other non-United States 

Government sources, 


(6) Section 206 of the Agricultural 
Trade Development and Assistance Act 
of 1954, as amended, provides in part as 
follows: 

follows:dehoevr 

Except to meet famine or other urgent or 

extraordinary relief rf quirements, no

assistance under this title shall be provided
under an agreement permitting generation of 

fo reig n c urrency pne 

country receiving the assistances
unteing he assistundertaking self-help measuresaIn accordancenc e 
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 title to 
the neediest Individuals n recipient 
countries. The President shall include 
Information on currencies used in accordance 
with the section in the reports required under 
section 406 of this Act and section 657 of the
Foreign Assistance Act of 1901. 

(7) Section 401 of the Agricultural 

Trade Development and Assistance Act
of 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 AcL and after 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 
negotiations 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 reqtlirements, adequate carryover,
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 purposes of this Act. 

(b)No agricultural commodity may be 
financed or otherwise made available under 
thp authority of this Act except upon a 
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 not 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 follow: 

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 UnitedStates: Provided, however. That the term7tt h tr 
"agricultural commodity" shall not include 
alcoholic beverages, and for the purposes oftitle Hof his Act tobacco or products
thereof. Subject to the availability of 

domestically

appropriations therefor, any domesticallyproduced fishery product may be madeavailable under this Act. 

(9) Section 404 of the Agricultural 

Trade Ddvelopment 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 Agricultidi
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 
assist friendly countries that are determined 
to help themselves toward agreater degree oP 
self-reliance Inproviding enough food to meet 
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the needs of their people and In resolving
their problems relative to population growth. 

§211.2 Deflnitlons. 
(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 corporate 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 assistance, 

(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, ara 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 importaion, 

(h) "Toodfor Peace Program
Agreement" constitutes 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 

recipients, plan for distribution of 
commodities, and other specific program 
provisions in addition to the provisionsset 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. 

0) "Intergovernmental organizations" 
means agencies sponqored 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 feeding 
programs means programs conducted for 
women 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 programs refers to 
programs conducted Jor 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" meane that the residue 
of income over operating 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 

primarypurpose the education ofchildren at education levels 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 
otherwisi eligible to receive 
commodities for their own use in 
accordance with the termiand 

conditions of the Food for Peace
 
Program Agreement.
 

(p) "Refugees"' means persons whofled 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 
or in 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 Cooperating sponsor agreements.
 

(a) FoodforPeaceProgram
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) IndividualCountryFoodforPeace 
ProgramAgreement 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 by 
reference or otherwise the terms and 
conditions set forth in this part
Provided. however, that where such
 
written agreement is not feasible or
 
practicable, the.USAID or DiplomaticPost shall assure AID/W that the
 
program can be effectively operated
 
without such an agreement
 

1211.4 Availabilty of Commodwor, 
(a) Distributionanduse 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) Transferof title anddelivery.(1) 
Unless the Food for Peace Program
Agreement provides otherwise, title to 
the commodity shall pass to thI 
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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211 .4(b) 

voluntary agencies and 
inter8overnmental 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 a)rangements to 
accept commodities at the points of 
delivery designated by the USDA. 
(c)Processing,handling, 

transportationand other costs. (1)The 
United States will pay processing, 
handling, transportation, and other 
incidental costs incurred in making 
commodities available to cooperating 
sponsors free on board (f.o.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 
eremuret oniteSats s l 


uestrembusth ned tat r 
expensbs 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 United States 
as determined by the United States or 
(ii) 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 
aboard: or to designated points of entry 
abroad in the case (i)of landlocked 
countries, (ii)where ports cannot be 
used effectively because of natural or 
other disturbances, (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) Transportationauthorization.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: 

TRANS. N 
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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 above-named
vessel and that the origiasl and all other 
copies thereof have been clearly marked as 
not to be certified for billing. 

shipment. After the volunthry agency or 
intergovernqental organization 
headquarters concurs in the request and 
issues the order,the original will be sent

pssesthe orD th a will be e 

promptly IsUSDA with a copy to the 
USAID or Diplomatic Posts. 
Headquarters of voluntary agencies and 

........Intergovernmental organizations which
.......................-.. 

(Name of stearship co.)

By
(Authorized repreentatve' 

Such vouchers should be submitted to: 
Director Ocean Transportation Division. 
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 Z(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) Shippinginstructions--{1) 
Shipments booked by CCC.Request for 
shipment of commodities shall originate 
with the cooperating sponsor and shall 
be submitted to USAID or Diplomatic 
Post 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 
agencyor intergovernmental 
organization.Requests for shipment of 
commodities shall 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 promptly 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 

book their own shipments shall provide
their 'epresentatives and the USAID orilmtcPss ihtenmso
 
Diplomatic Posts with the names of 
vessels, expected times 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 
-,nso.
 
(a) Planof 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. Thit. 
description will provide basic 
information for preparation and 
amendment of Food for Peace Program 
Agreements and Individual 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 forit. 
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 in a substantial 
disincentive to domestic production and 
that 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. 

(b) Programsupervision.Cooperating 
sponsors shall provide adequate 
supervisory personnel for the efficient 
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 
warehouse inspections, physical 
inventoies, and end-use checks. 
Maximum use of volunteer personnel 
shall be encouraged, but U.S. voluntary 
agencies shall be represented by a U.S. 
citizen, resident in the country 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 
distributions in accordance with the 
provisions of this part. 

(c) InternalReviews-fl) Voluntary 
Agencies. At intervals mutually agreed 
upon in writing by USAIDs or the 
Diplomatic Post 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 a 
comnplete 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 CooperatingSponsor. In the 
case of programs admiistered 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 § 21140(5). 

(d) Commodity requirements.Each 
cooperating sponsor shall submit to the 
USAID or Diplomatic Post, within such 
times and on the form prescribed by 
AID/W, estimates 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) Determinationof eligibility. 
Cooperating sponsors shall be 
responsible for determining that the 
recipients and recipient agencies to 
whom they distribute commodities are 
eligible in accordance with the terms 
and conditions of the Pood for Peace 
Program Agreement and this part. 
Cooperating sponsor shall impose upon 
recipient agencies responsibility for 
determining that the recipients to whom 
they distribute commodities are eligible, 
Commodities shall 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) Publicrecognition.To the 
maximum extent practicable, and with 
the 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 sball, to 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) Disposalof containers, 
Cooperating sponsors may dispose of 
containers, other than containers 

l5rovided by carriers, in vwhich 
commod;'ies are received in countries 
having approved Title IIprograms, by 
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 offunds. In addition to funds 
accuring to cooperating sponsors froni 
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 
warehouses) handling, insect and rodent 
control, rebagging of damaged or 
infested commodities, and other 
program experses specifically 
authorized by AID to carry out 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 U 
programs. However, such funds may not 
be used to purchase land for sectarian 
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. 

0) No displacementofsales.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 aatter. 

k} Commodities borrowedor 
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 -:esto meet 
program requirements provided that: (1) 
Such of the commodities 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 
commodities authorized herein on an 
equivalent value basis at the time and 
place that the exchange takes place as 
determined by mutual agreement
between the cooperating sponsor and 
the USAID or Diplomatic Post except,
that at the request of the cooperating 
sponsor the USAID or Diplomatic Post 
may determine that such replacement 
may be made n. some other justifiable
basis: (21 packaged commodities which 
are borrowed shall be appropriately
identified in the language of the country
of distribution as having been furnished 
by the people of the United States; and 
(31 suitable publicity 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 accordance with 
§ 211.6(c). 

(1)Commodity Transfer After the 
date of program approval by AID/W,
but before distribution of the 
commodities authorized herein by the 
recipient agency, the USAID or the 
Diplomatic Post, or the cooperating 
sponsor with prior approval of the 
USAID or Diplomatic Post. may transfer 
commodities between approved Tide U 
programs to meet emergency disaster 
requirments or to improve efficiency of 
operation: for example, to meet 
temporary shortages due to delays in 
ocean transportation, or to provide for 
rapid distribution of stocks in danger of 
deterioration. Transfers may also be
made to disaster organizations for use in 
meeting exceptional circumstances.
Commodity transfersshall be made at 
no cost to the U.S. 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,

Commodities transferred as described 

above shall not be replaced by the U.S. 

Government unless AID/W authorizes 

such replacement. 

(m) Disposalof excessive 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 stocks, USAID or Diplomatic
Post shall determine the most 

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 
of disastcr or emergency, AID/W may
authorize the use of disaster or 
emergency funds to pay for the costs of 
such transfers, 

§211.6 Procesmng, repackaging, and
labeling commodities. 

(a) Commercialprocessingand 
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 
enter into written agreements for such 
services. Except in the case of 
commodities and/or containers 
provided to foreign governments for sale
under section 206 of the Act, the 

~countryagreements 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, 

repackaging, or other costs, except as

provided in paragraph (a)(2) of this 

section. 


(2] When the milling of grain is 

authorized 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 costs 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 submit 
perodic reports pertaining to the 
performance fo the agreement; 

(ii)Be liable for the value of all 
commodities not accounted for as 
provided in § 211.9(g); 

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

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

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

(b) Use of cooperating sponsor
facilities. When cooperating sponsors
utilize their own facilities to process,
package, or repackage commodities into 
different end products, and when such 
products are distributed for 
consumption off the premises of the 
cooperating sponsor, the cooperating 
sponsor shall plainly lable the 
containers a. provided in paragraph (c)
of this section, and banners, posters, or 

sinilar media which shall containinformation 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 to contain such 
information. 

(c Lobeling. I prior to distribution the 
cooperating sponsor arranges for 
packaging r repackaging dot-ed. 
containers it which the commodities are 

c es in whih th teAID emblem, in the language of the 
in which the commodities are to; 

be distributed with the folbowing
inforiation 

Nmof o 
(1) Name of commodity:
(2) Furnished by the people of the
 

United Statls of America; and
 
(3) Not to be sold or exchanged

(where applicable). Emblems ot other 
identification of voluntary agencies and 
intergovernmental organizations na
 
also be added.
 

(d) Where commodity containers .v 
not used.When the usual practice in a 
country is not to enclose the end product
in a container, wrapper, sack, etc., the 
cooperating sponsor shall, to the extent 
practicable, display banners, posters. or 
other media, and imprint on individu
 
recipient identification cards
 
information similar to that prescribed in
 
paragrish 1c) of this section.
 
p411.7 Arrangw.tjts for entry and
 
handling In foreign c,,ntry.


(a) Costs at dischaiports.Except as 
otherwise agreed uponby AID/W and 
provided in the applicible shipping
contract or in paragriih (d] and (eJ of 
this section, the coopirating sponsor
shall be responsibletor all costs, other 
than those assef~dby the delivering
Gw 0 eith waccordance with its 

applca t' tariff 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 providtd
in the Food for Peace Program
Agreement to end users, and (2] for 

'I' 
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demurage, detention, and overtime, and 
(3) for obtaining independent discharge 
survey reports as provided in §211.9. 
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 admit'ed duty free 
and exempt from all taxes. Consular 
invoices shall not be required unless 
specific provision is made in the Food 
for Peace Program Agreement. If 
required, they shall be issued without 
cost to the cooperating sponsor or to the 
Government of the United States. 

(c) Storagefacilities and 

transportationin foreign countries, 

Cooperating sponsors shall make all 

necessary arrangements 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 cooperating sponsor and 

AID. Before recommending approval of 

a program to AfD/W, USAID, or 

Diplomatic Post shall obtain from the 

cooperating spGnsor, assurance that 

provision has been made for internal 

transportation, and for storage and 

handling which are adequate by local 

commercial standards. The cooperating 

sponsor shall be respoisble for the 

maintenance of commodities In such 

manner as to assure distribution of the 

commodities in good condition to 

recipientagencies or eligible recipients. 


(d) Inlandtransportationin 
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 organizations 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 
USAMI which shall pursue and retain 
the proceeds of such claims, 

(e)(1) Authorization for 
Reimbursement of Costs. If.because of 
packaging damage, It is determined by a 
voluntary agency or intergovernmental 
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organization that cor&'modities' must be 
repackaged to ensure that the 
commodities arrive at the distribution 
point in 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 unlesc 
such prior approval is specifically 
wai',ed in writing by the USAID or 
Diplomatic Post. 

(2)Method of Reimbursement. (i) 
RepackagingRequiredBecause of 
Damage Occurring Priorto or During 
Dischargefrom the Ocean Carrier, 
Costs of such reconstitution or 
repackaging shGuld be included, as a 
separate item in claims filed against the 
ocean carrier (see 211.9(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) RepackagingRequired Because of 
DamageCausedAfterDischargeof the 
Cargo from the Ocean Carrier.Costs of 
such repackaging will be reimbursed to 
the agency or organization by CCC 
(USDA-ASCS Finanhffl Management 
Division, 14th &Independence Avenue, 
Washington, D.C. 20250) upon receipt of 
documentation a*sset forth in 
§ 211.7(e)(2) of this chapter. 

§211.8 Disposition of commodities unfit 
for authorized u 

(a) Priorto delivery to cooperating 
sponsoratdischargeport orpoint 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 USAII or Diplomatic Post 
ahall 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 set forth in paragraph 
(b) of this action. Expenses incidental to 
the handling lind disposition of the 
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damaged cGiiutsc:ty shall be paid by 
USAID or the Dispolmatic Post from the 
sales proceeds, from CCC Account No. 
20 FT 401 or from special Title 11, 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.If 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 
sponsor shall immediately arrange for 
inspection of the commodity by a public 
health official or other competent 
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 
cooperatiog sponsor shall arrange for 
the recovery for authorized use of that 
part designated during the inspection qs 
suitable for program use. If, after 
inspection, the commodity (or any part 
thereof) is determined to be unfit for 
authorized us, 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 
USAII or the Diplomatic Post, the 
commodity determined to 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 obtainable price. 
When the commodity is sold all U.S. 
Government markings shall be 
obliterated: 

(3) By donation to a governmental or 
charitable organization for use as 
animal feed or for other nonfood use: 
and 

(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 



PAGE NO. EF F 
ECTiVE DATE 

C-8 June 13, 1979 
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disposition of the damaged commodity 
shall be paid by the cooperating sponsor
unless it 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 deposit toCCC Account No. 20 FT 401. The 
cooperating sponsor shall promptly
furnish USAII 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 
becau~e it was determined to be unfit 
for human consumption. 

211.9 Liabdity forito" and damage ot
Impropar distribution of comcdite& 

(a) Faultcooperatingsponsorpriorto 
loading on ocean vessel. If a voluntary 
agency or intergovernmental 
organization books cargo for ocean 

transportation and is unable 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 immediately notify
the USDA. The USDA will determine 
whether the commodity shall be ,.)
moved to another available outlet: (2)
itored it the port for delivery to the 
voluntary agencies or intergovernmental 
organization until a vessel is available 
for loading: or (3)disposed of as the 
USDA may deem pioper. 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 
makWe necessary arrangements to accept
commodities at the points of deivery
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 
organization shall reimburse CCC for 
such expenses or take such action as 
directed by CCC. 

(b) Faultofotherspriorto loadingon 
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 
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cr -,dity occurring 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, andretain the proceeds of all claims for such 
loss or damage. 

(c) Ocean carrierloss and damage-
(1) Survey andoutturnreports.(i) 
Cooperating sponsors shall arrange for 
an independent cargo surveyor to attend 
the discharge of the cargo and to count 
or weigh the cargo and examine its 
condition. unless USAJI 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 report of the 
surveyor. The cooperating sponsor shall 
obtain a certification by public health 
official or similar competent 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 case 
where the Ions is estimated to be in 
excess of $5,000.WAll documentation 
shall be in English or supported by an 
English translation and shall be 
forwarded as set forth in paragraph
(c)(1) (Il) and (iv) of this section. The 
cooperating sponsor may, at his option, 

P
 

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

(ii) In the event of cargo loss and 
damage, the cooperating sponsor shall 
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(a) observe the discharge of the cargo,
(b) report on discharging techniques and 
furnish information as to wbether 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 p-rt and/or vessel records, if 
possible, showing quantity discharged, 
{V)provide immediate notificiation to 
cooperating sponsor if additional 

services are necessary to protect cargo
interests or if surveyor has reasonbelieve that the correct quantity was 

to 
not

discharged. The cooperating sponsor, in 
the case rf damage to bulk grain
shipments, shall obtain and provide the 
same documentation regarding quality
of cargo as set forth in § 211.8(a) of this 
chapter and paragraph (c)(1)(iJ of this 
section. In the case of shipments 
arriving in container vans, cooperating 
sponsors shall require the independent 
surveyor to list the container vin 
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 thi survey cost are 
furnished to CCC. However, CCC will 
not reimburse voluntary agencies or 
Intergovernmental organizations for the 
costs of only a delivery survey, In the 
absence of a discharge survey, or fow 
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) Clain,sagainstocean carriers.(i) 
Irrespective of transfer of title to the 
commodities, CCC shall have the right 
to initiate and prosecute, and retain the 
proceeds of. all claims against ocean 
carriers for cargo ioss and damage or 
cargos for which CCC conLracts for 
ocean transportation, 

(ii)(a) Unless otherwise provided hi 
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 
for 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 collecting 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 
loss 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 
lops or damage to commodities. (See 
paragraph (c)(2}(ili) of tWis section.) 

(b] Determinationof 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, loses 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 he 
ocean carrier. In preparing the claim 
statement, these costs shall be clearly 
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segregated from costs incurred by the 
Government of the United States. With 
respect to claims other than ocean 
carrier loss L d/or damage claims, at 
the request of the cooperating sponsor
and/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 organizations, 

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 organizaticA 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 amounL 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 
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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 collected, the 
amo0unts authorized in (c)2)(li)(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 voluntary 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 determinin 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 effect collection of a claim or
 
negotiate an acceptable 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 to..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 requesL 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 been e-ititled 
to retain had they collected the same 
amount. However, the additional 10 
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percent on amounts collected in excess 
of $100 will be payable only if CCC 
detrmines 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 satislaction of CCC, 
CCC reserves the right to deny payment 
of all allowances to the voluntary 
agency. 

(g) 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, as 
provided in this § 211.9 and it is 
determined by CCQr that such failure 
was 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. 

(iii) If a cargo loss has been incurred 
on a voluntary agency or 
intergovernmental organization 
shipment, and general average has been 
declared, 1he voluntary agency or 
intergovernmental organization shall 
furnish to the Chief Claims and 
Collections Division, Kansas City ASCS. 
Commodity Office, P.O. Box 8377, 
Shawnee Mission, Kansas, ZIP 66208, 
with a dupicate copy to.AID[W-PDC/ 
FFP/POD, (a) copies of ba'king 
confirmations and the applicable on-
board bill(s) of lading, (b) the related 
outturn or survey report(s), (c) evidence 
showing the amount of ocean 
transportation charges paid to the 
carrier(s), and (d) an assignment to CCC 
of the cooperating sponsor's rights to the 
claim(s) for such loss. 

(d) Faultof cooperatingsponsor in 
country of distribution.If the 
cooperating sponsor improperly 
distributes a commodity or knowingly 
permits it to be used for a purpose not 
permitted under the Food for Peace 
Program Areement. orthis part, or 
causes loss or damage to a commodity 
through any act or omission or fails tor 
p"ovide 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 prior USAID approval, 
replace such commodities with similar 
commodities 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 

sponsor's responsibility under the terms 
of the agreement. Normal commercial 
practices in the country of distribution 
shall be considered in determining that 
there was 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) Faultof othrs in countryof 
distributionandin intermediate 
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 commodity, 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 thp 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)Reportinglosses to 1ISAID or 
DiplomaticPost.The cooperating 
sponsor shall promptly 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 action taken by the 
cooperating sponsor with respect to 
recovery or disposal; and the estimated 
value of the commodity. If any of the 
above information is not available, an 
explanation of its unavailability shall be 
made by the cooperating sponsor. 
Proceeds from sale and the disposition 
of the proceeds if any, should also be 
reported, 

(g) Handlingclaimsproceeds.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 
cooperating 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) Generalaverage.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 ocean 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 
roquireiments 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, sa!e 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 they 
pertain. 

(b) Reports. Cooperating sponsors
shall submit reports to the USAID or 
Diplomatic Post, at such times and on 
such forms as prescribed by AID. The 
following is a list of the principal types 
of reports that are to be submitted: 

(1) Peri.dic summary reports ,howing 
receipt, distribution, and inventory of 
commodities and proposed schedules of 
shipments or call forwards. 

(2) In the case of Title II sales 
agreements under section 206 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 Implementation 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 USAEI 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 completed 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 I1is Initiated, either on 6 
government-to-government basis or 
through an intergovernmental 
organization or a voluntary agency, the 
Mission should (i) make a determination 
regarding the ability of the cooperating 
sponsor to perform the record-keeping
required by 1 211.10, and (i) 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 II 
commodities. 

(c) Inspectionand audiL Cooperating 
sponsors shall cooperate with and give 
reasonable assistance to U.S. 
Government 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 
storage, or the facilities used in the 
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handling or storage of commodities; to may be made at the option of AID. 
inspect and audit records, including Disqualification shall not prevent AID 
financial records and reports pertaining from taking other action through other 
to storage, transportation, processing, available means when considered 
repackaging, distribution and use of necessary.
commodities; the deposit of and use of Dated: May 31, 1979. 
any Title fl generated local currencies;
 
to review the overall effectiveness of the Robert H. Nooter,
 
program as it relates to the objectives Acting Administrator.
 
set forth in the Food for Peace Program " D 79317 FiW 6-124. &45
 
Agreement; and to examine or audit the SUL" CODE 4710-02..
 
procedure and methods used in carrying
 
out the requirements of this Part.
 
Inspections and audits of Title II
 
emergency programs will take into
 
account the circumstances under which
 
such programs are carried out.
 

1211.11 Termlination of program.
 
All or any part of the assistance
 

provided under the program, including
 
commodities in transit, may be
 
terminated by AID at its discretion if the
 
cooperating sponsor fails to cumply with
 
the provisions of the Food for Peace
 
Program Agreement, this part, or if it is
 
determined by ADthat 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(l). 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, such 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 Wa -rfdamendment 
Arthortty.

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 is in 
the best interest of the U.S. Government 
to-do 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 
disoretion of AID be suspended or 
disqualified from further participation in 
any distribution program. Reinstatement 
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SUBJECT: PL 480 TITLE II ANNUAL PROGRESS REPORT 

REQUIREMENTS FOR PVO FOOD AID ASSISTANCE PROGRAMS 

REF (A) 5 STATE 334505 

1. SUMMARY. THIS CABLE OUTLINES FOR MISSIONS AND 


COOPERATING SPOSCRS OF PL 4ag TITLE II PROGRAMS A 


FRA9EWORh FOR AN ANNUAL TITLE II PROGRESS REPORT 


REQUIRED FROM EACH COOPERATING SPOIIUSORBY MAY 15, 1900.
 

FY 1381 AER GUIDANCE FOR INDIVIDUAL COUNTRIES WILL OF 


ISSUED SHORTLY. THE DUE DATE FOR AER SLBMISSIONS IS
 

ALSO MAY IS THE PROGRESS REPORT SMALL INCLIDE: 0.) A 


REVIEW OF THE ACHIEVEMENTS Cr THE PROGRAI OVER THE PAST 


12 MONTHS IN RELATION TO SPECIFIED GOALS ARU OBJECTIVES; 


(2) REVISIONS IN PROGRAM DESIGN/IMPLEMENTATION AND MULTI
 

YEAR OPERATIONAL PROGRAM PLANS RESULTING FROM THIS 


ANALYSIS OR FROM CHANGING CIRCOMSTANCES IN THE COUNTRY. 


MISSIONS ARE EXPECTED TO REVIEd ALL TITLE II PROGRESS
 

REPORTS AND COMMENT ON THEM TO FVA/FFP/ANE IN AN 


ATTACHMENT TO THE REPORT OR VIA CABLE. THIS DOCUMET IS 


INCREASINGLY IMPORTANT GIVEN A TIGHT BUDGET SITUATION
 

AND MORE CAREFUL SCRUTINY OF PROGRAM RESULTS BY THE DCC 


TITLE II WORKING SROUP. WE UNDERSTANO THAT THE 


DEADLINES ARE SNORT AND APPRECIATE YOUR BEST EFFORTS. 


FOR THOSE COUNTRIES ON PHASEOUT SCHEDULES (EGYPT, SRI 


LANKA, TUNISIA, WEST BAIIK/GAZAI, AN ABBREVIATED PROGRESS 


REPOrT WILL BE SUFFICIENT. MOROCCO'S PROGRESS REPORT 


SHOULD ADDRESS STATUS or COMPENSATORY FEEDING START-UP, 


INCLUDING DISPOSITION OF COMMODITIES, MONETIZATION, 


CRS/GOM MANAGEMENT, AND PROGRESS IN EACH PROGRAM
 

CATEGORY. END SUMMARY. 


2. AS YOU ARE AWARE, SECTION 211.5 OF AI.D. REGULATION
 

1I SETS OUT THE REOUIREMENTS FOR A PLAN OF OPERATION FOR 


ALL PL 480 TITLE 11 COOPERATING SPONSORS. THIS SAME 


INFORMATION, PLUS MORE DETAILED GUIDANCE, IS CONTAINED 


STATE oq410 2113 O2.:574 AIOJO8 
IN AtU 10 AND INDIAIDIV0 COL'NTRVTIT([ !I PROGRAM 

INE CBL[S 3F L.AST YEAR T'E TP TIS; REPORT i, 

SLLF-[VAIUA IICN It l0 C CfE;A IiN , '_OCTOf THE PA T 
YEAR IC I[#fMEIIS ris I P93CO .^ RE PORI 'HCJU 

'ERVI A" 'H I-';rU. AO''IG O0I:lI,T TOt EO,1 THE 
COOPERI, ING SPCIL0Pj 140 MtISICis 11 F VIE,,I1 PROGRAP 

OPP.TIO:. : COlu' ED LIM IE GSALS .4lE CBJECTIVES
 
CONTAIhlD IN THE MULTIYAR OPEPATIONAL PtAN FOR IfSE
 

PROGFMS WITHOUT A MU[TIfE4R OPERATIONAL PROGRAM PLAN,
 

SUCH AS CRS/PHILIDPIN[S, THIS I AN OPPORTTUIITY TO
 
DEVELOP A oNE SIBSTANTIAL PLAN 6ASED ON PROGRESS REPORT
 

FINDINGS AND FOR THOSE WITH AN APPROVED MfOP IT IS AN
 

OPPORTUNITY TO REVISE OR UPDATE 1.
 

3. PROGRESS REPC IING. THE PROGRESS REPORT SHOULD
 

PROVIDE AN OVERVIEW OF PROGRAM RESULTS OER hE PAST 11
 

MONThS, SLMMARIZING IN SPECIFIC TERMS NOV T;afPROGRAM IS
 

PROGRESSING AND LIETHER IT 1' AOHIEVIN4 ITS OEJECTIVES
 

AND EEN:HMARAS A: PLAIINED. IF THE MYOP VAS WELL
 

COhC[IV-D AND IF EVE DAlA COLLECTION MCFAIIS.S HAHE
 

BEENtINSTALLED A0,ARE CPERAIING, IT S4O1LD BE EASt TO
 

REOFT WHAT OBECT IES AID BEnCHMARKS mAkE BEEN 

ACNIEo;E. Of SPECIAL ITrORTANCE THIS REAR IS AN 

ASSESM!NT Or THE A)EGUACY OF GOALS AND CUANTIFIABLE 

OBJEf IIJE AND BENCHqMRkS SPECIFIED IN MIOP; AND HOW 

WELL DIATA CCLICTION SYSTEMS ARE FUN:TiOtIN. ALL 

REPO;IS SHOULD ISLUODE FOR EACH COOPERATING SPONSOR 

PROJECT: 

A. !TATEMENT OF PROGRAM/PROJECT EBJECTIVES AS INDICATED
 

IN ThE MULITIY[R OPERATIONAL PROGRAM PLAN.
 

B. STATEMENT Oi BENCHMARKS FOR PROJECT FERFORMANCE FOR
 

THIS YEAR.
 

C. DISCUSSION OF PROJECT PROGRESS AND ACHIEVEMENTS
 

COMPARED 10 STATED OBJECTIVES AND BENCHMARKS.
 

SPECiFICALLY INDICATE WHAT DATA HAVE BEEN USED TO
 

SUPPORT YOUR CONCLUSIONS AND HOW THIS INFORMATION WAS
 

COLLECTED.
 

DISCUSSION SHOULD INCLUOE THE FOLLOWING ISSUES:
 

(1) CEVELOPMENT IMPACT: INDICATE WHAT IMPACT THE PROJECT
 

IS HAVING ON RELEVANT INDICATORS SUCH AS NUTRITION,
 

CHILD SURVIVAL, EMPLOYMENT OR SCHOOL ATTENDANCE.
 

(2) COVERAGE OF TARGET POPULATION AND ASSESSMENT OF
 

TARGETING STRATEGIES USED TO ACCOMPLISH OBJECTIVES.
 

(3) ROLE AND AOEQUACY OF THE RATION FOR REACHING PROJECT
 

OBJECTIVES.
 

(41 ASSESSMENT OF EFFECTIVENESS OF PROGRAM
 

IMPLEMENTATION.
 

(5I COMPLEMENTARY INPUTS FROM A.1.D. AND OTHER
 

SOURCES. ADEQUACY AND EFFECTIVENESS OF
 

COMPLEMENTARY INPUTS, I.E., TRAINING, GROWTH
 

MONITORING, EDUCATION, MANPOU.ER FROM HOST
 

GOVERNMENT, DONORS, COOPERATING SPONSOR, FOR
 

REACHING PROJECT OBJECTIVES.
 

61 TO WHAT EXTENT IS THE PROGRAM INTEGRATED WITH USAID, 

HOST COUNTRY, OTHER COOPERATING SPONSORS PROGRAMS? 

(7) LOGISTICS OPERATION: IDENTIFY ANY PARTICULAR
 

PROBLEMS CONCERNING THE TIMELINESS OF FOOD ARRIVALS
 

TO COUNTRY, INTERNAL TRANSPORTATION, STORAGE, AND/OR
 

1J N.L'A'S'SI F IED
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DITRIEUTIOEK. DESCRI E ANY SPECIAL rOOD
 
OISTFIBJTION MECHANI;S" OR CTRATCLILS USED, FOR
 
EXAMPLE, DURINIG THE RAINY SEASON.
 

(a)COST COISIDERATIONS: PLEASE INDICATE Ir PROGRAM
 
COSTS HAVE INCREASED OR OECREASED DURING THE PAST
 
YEAR. sOOlHAVE IIICREASED COLTS EEEIICOVERED' IF
 
YOU MONETIZED FOCO OUPINS TiltPAST YEAR, IICATE
 
HOW THE FOOD WAS SOLD, THE PRICE RECEIVED FOR THE
 
COMMODITIES, AND HOW THE LOCAL CURRENCIES WERE
 
USED. ALSO OISCUSS ANY APPROVED USES CF RECIPIENT
 
CONTRIBUI7ONS AND EMPTY CONTAINER FUNDS.
 

0. ;NOICATE PROGRESS ON FOLLOWOP TO RECOMMENDATIONS OF
 
RECENT (LAST 3 YEARS) EVALUATIONS.
 

E. DISCUSSION OF CON:TRAINTS TO ACHIEVING PROJECT
 
OBJECTIVES AND THIS YEAR*S BENCHMARKS.
 

F. OESCRIPTION Or STRATEGIES USED OR PLANNED FOR
 
OVERCOMING CONSTRAINTS.
 

G, DESCRIPTION OF ANY MODIFICATIONS NEECED IN PROJECT
 
DESIGN AND/OR IMPLEMENTATION. 00 EJECTIVES OR
 
BENCHMARKS NEED TO BE REVISED, CONSIDERING THIS
 
YEAR'S ACCOMPLISHMENT A110CONST;AINIS? FLEASE
 
SPECIFY ANYFUTURE PHASEO)DOI/OUT PLANS ANDAlly
 
CHANGESIN CURRENTPFHSEDOUII STRATFGIES. 

4. ALL REPORTS ARE 10 EE SENT TORAA/FFP/ANE NO LATER
 
THANMAY IS. THEY WILL SERVEAS mN IMPORTANT PART
 
OF THE WASHINGTON REVIEW PROCESS FOR ALL TITLE II
 
REGUESTS. IT WILL ALSO BE TPE BASIS OF OUR
 
DISCUSSIONS WITH THE OCC TITLE II JCRKING GROUP.
 
GIVEN THE TIGHT TITLE II BUDGET SITUATION IN FY 39
 
AND THE CLOSER DCC SCRUTINt CF PRCGRAM CONTENT AND
 
RESULTS, THE PROGRESS REPORT IS AN INCREASINGLY
 
CRITICAL COCUMENT IN RESOURCE ALLOCATION DECISIONS.
 

5. FVA/FFP/ANE REQUESTS THAT MISSIONS REVIEW THE ANNUAL
 
PROGRESS PEPORT WITH THE COOPERATING SPONSOR AND
 
SEND THEIF COMENTS TO FVA/FFP/ANt AS AN ADDENDUM TO
 
THE REPORT OR IN CABLE FORM NO LATER THAN MAY 15,
 
ISIs. SHULTZ
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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
 
Determination" made by the Secretary of Agriculture. 
 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. It'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 is 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.
 

If a country ,!as 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.!/
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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
 
occur. 
 In such cases, more detailed analysis is encouraged.
 

In 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.
 

II. Background
 

since the early 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
 
480 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
 
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 commodities in the recipient
 
country will not result in a substantial disincentive to
 
or interference with domestic production or marketing in
 
that country.
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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
 
guidance responds to the need for specific criteria to judge
 
potential disincentive effects and the adequacy of storage
 
facilities. It is also consistent with the USG's priority for
 
increasing the developmental impact of PL 480./
 

III. The Disincentive Issue
 

Critics concerned over the potential disincentive effects of
 
food aid argue that the increase in food supplies provided by
 
food aid:
 

I) depresses prices received by host country farmers, and
 
2) causes inadequate host government agricultural policies.
 

Together these lead to decreases in food production from what
 
otherwise 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 to 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. It'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. If, 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
 
critics 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,A/ and
 
the effect on market prices for locally produced grain was not
 
significant. In other cases, the potential disincentive effect
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was offset by policy interventions which created additional
 
demand for food among low-income groups or supported incentive
 
prices for producers with sales proceeds of the food aid.5/
 

The literature does not reflect a consistent, rigorous
 

definition of what constitutes an adverse "policy effect"
 
attributed to food aid. Broadly defined, this effect occurs
 
when food aid encourages or enables 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
 
agricultural development is primarily affected by political and
 
economic 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 modernization,
 
changes in the 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 producLion that
 
promotes growth, employment, and a more equitable income
 
distribution.7/
 

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 prices./ These studies show large variations in
 
the marginal propensity to consume calories. Some show that
 
the proportion of additional income spent on more calories is
 
high. Others show that in addition to expanding calorie
 
consumption, a considerable portion of additional income is
 
spent on upgrading the diet; that is, substituting toward more
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expensive calories or to protein. Generally, additional income
 
is 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.21/
 

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.
 

IV. 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
 
consumption over the past five years. There is no need to
 
examine the country's storage and handling capability at this
 
time.
 

If disincentive effects are suspected, the Country Team should
 
indicate in the Action Plan 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.
 

If 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. This *-ould be 
beneficial to both efforts by shedding light on important 
aspects of agricultural sector policy. If PL 480 negotiations
 
are to 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 to 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.
 

/I 
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Title III and Title II Section 2(16: the analysis will be 
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 allow 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 if so,
 
how they might be avoided.
 

Country Teams must cqmrlete a Bellrnon determination analysis

before each PL 480 agreement, 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 attachments to Title I requests, Title II call forwards
 
and emergency requests.
 

13. Determination Recommendation
 

If a positive disincentive determination is recommended and
 
approved, 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 raised through the interagency review process by other
 
members of the DCC Subcommittee on Food Aid (AID, State, 0MB,

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 determination and indicates the basis of 
the
 
determination.
 

If changed circumstances suggest the possibility of an
 
unfavorable dete,,rmination 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 in local prices due to a better than
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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 these
 
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 result in
 
adequate corrective action, termination of PL 480 assistance
 
would be considered. If a purchase authorization (PA) has
 
already been signed, shipments 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

is signed is particularly important for the Title III 
and Title
 
II, 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
 
framework for assessing the potential disincentive effects of
 
proposed food aid programs. A standard narrative report format
 
may be used with sections addressing Lhe 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
 
significance of 
PL 480 food aid as measured by the proportion

of PL 
480 Cood 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. In 
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
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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 policies 1 /, 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 1
 

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, Lesotho, Fiji and Mauritius.
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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. 12 / 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 begins 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 inkient ot the analysis is to insure Lhere 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
 
is 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 the suggested analysis would appear as follows:
 

http:capacity.12
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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 ?ood 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 enables 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. In 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. In 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 strategy 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 disircentive 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 fbod
 
availability and consumption. In these cases, food aid
 



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 sulpport of low producer prices in an
 
administered 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 demnand 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

is 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 flour
 
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
 
lo~al 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.g., for
 
livestock feed or for industrial uses. In these instances,
 
the analysis should indicate the extent to which the
 
commiodity is used for food 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
 
should 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 commodity for
 
each of the past five years. If 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 substa','tial declines in food
 
prices? On the other hand, without U.S.'food aid, would
 
domestic food prices tend to rise above lormal 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 III 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 policies or PL 480 food aid.
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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 p,'ice 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 pricing 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 private

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 marketing agency.
 

a. If so, is the institution efficiently managed 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
 
subst'antial interference with private sector trade? If
 
yes, roughly how much?
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c. 	Will PL 480 food aid strengthen
 
monopoi istic/monopsonistic official food organizations
 
to 	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 developmeht 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
 
macro-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
 
is 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? Is 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
 
aid has constituted a significant proportion of total
 
domestic consumption, is there any evidence from
 
knowledge 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?

Ii 
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4. Food Aid and Disincentives - Cause or Association?
 

i)isincentive situations may occur because of government

development philosophy and policies which would likely prevail
 
even in the absence of food aid. 
 It'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
 
availabilit.; of PL 480 food aid?
 

b. Would the policies prevail and with the same commitment
 
if food import needs were met on a commercial basis only?
 

c. 	Over the longer run, are poor policies likely to lead to
 
a dependence on PL 480 food aid?
 

d. 	If 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?
 

1). Changes in Food Consumption Patterns
 

Local food production may be 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?
 

b. 	Does accommodating the taste preference through food aid
 
lie within the country's food strategy and comparative
 
advantage?
 

c. 	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?
 

d. 	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 food 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. In 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
 
cargets PL 480 food aid or 
uses sales proceeds to target
 
local foods to 
the poor? Does the host government have
 
the capability to transport and distribute food to the
 
poor?
 

b. Is the PL 480 food aid consumed in disproportionately
 
greater quantities by the poor and is it therefore
 
"self-targeting"?
 

c. If not, is the food aid sold at a non-subsidized price 
and the counterpart funds used to support policies 
favorable to agriculture? 

VI. iood 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 general, the nature and
 
significance of 
incentive measures should be d6termined by the
 
p olicy environment and the Country Mission's capab 4 lity 
to
 
promote policy change.
 

Incentive features 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.g., as
 
wages, security stocks, etc.).13/ Such measures linked
 
specifically to increasing local food production might include
 
the following:
 

http:etc.).13
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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
 
matketing 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 nutritional content and eases
 
preparation of indigenous foods.
 

Support development activities and targeted food subsidy
 
programs (e.g., food-for-work programs) which generate

income and improve the ability of the poor to acquire food;
 

Encourage greater production of low-cost nutritionally
 
acceptable local foods if they can be grown economically in
 
order to increase nutritional quality to low-income groups;
 

- Increase allocation of recurrent and capital budget
expenditures to agriculture where 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 on 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.
 

C. 	 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
 

1/ 	 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.
 

2/ 	 U.S.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.
 

3/ 	 Two recent articles which provide particularly
 
comprehensive examinations of food aid and development
 
issues are Maxwell and Singer (1979) and Clay and Singer
 
(1982); see selected references attached.
 

4/ 	 See Abbott (1976, 1979), Abbott and McCarthy (1982), and
 
Hall (1980).
 

5/ 	 See Dudley and Sandilands (1975) and Mason (1966).
 

6/ 	 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).
 

7/ 	 Cases quoted are shifts to cotton production in Pakistan
 
(Mason, 1966) or to barley in Columbia (Dudley and
 
Sandilands, 1975).
 

8/ 	 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
 
II 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.
 

9/ 	 See, for example, Williamson Gray (1982), Timmer and
 
Adelman (1979), Pinstrup-Anderson (1976), and Strauss
 
(1983).
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1/ 
 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.
 

12/ 	 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.
 

13/ 	 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.
 

Jr 
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Attachment A
 

Local Production and Marketing Disincentives Analysis

Supporting Data
 

19XX
 
(000 MT)
 

I. Food Supply and Consumption

A. Total annual domestic needs
 

1. Beginning stocks
 
2. (Of which security stock)

3. Local Pronuction
 
4. Imports
 

a. Commercial Imports
 
b. Food Aid 
c. (Of which U.S. food aid)
 

5. Eiports
 
6. Total Supply

7. Consumpt ion (food, feed, 
indus­

trial use, seed and 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
 
c. Internal transport and
 
handling to main deficit con­
suming area, usually the prin­
cipal cities
 

x/ Data for all categories 
- I±A l&2, IIB 1&2 - should also
reflect processing costs at 
stage at which processing is
 
performed.
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(xx 
19XX 
per kg 

d. Wholesaler costs and 
profit margins 
e. Wholesale price 
f. (Foreign exchange shadow 
price) 
g. Retail price 
h. (Foreign exchange shadow 
price) 

B. Public Sector 

1. Local Production 
a. Official farm gate price 
b. Internal transpc~t and 

handling costs from main 
producing area to main 
deficit consuming area, 
usully the principal cities 

c. Operating margins 
d. Total costs (a, b, & c) 
e. Wholesale price 
f. Retail price 

2. PL 480 Food 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 Kg) 

C. Price Differentials 
1. Free market farm gate price 

and official farm gate price 
(II A la and II B la) 

2. CIFi 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 & c 
and IT B la & b) 
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19XX 
(xx 	per kg
 

3. 	Commercial import wholesale
 
price and official wholesale
 
price for local production
 
(II 	 A 2f and II B le) 

4. 	 Commercial import: wholesale 
price and food aid wholesale
 
price (II A 2f and II B 2g)
 

5. 	 Official s ubsidies 
a. Local Production
 
(II B Id - II B If)
 
b. 	 Food aid
 

(II B 2e - II B 2i)
 

19XX 
(X-Million)
 

III. Balance of Payments
 

A. 	 Exports
 
B. 	 Imports
 

1. 	 Food 
a. 	Commercial
 

19XX
 
(X-Mill.ion)
 

b. 	 Food aid 
C. 	 Net Services and Unrequited 

transfers
 
D. 	 Current Account Balance 
E. 	 Capital. Account Balance 
F. 	Overall. Balance 

IV. Exchange Rate 
A. 	 Official
 
B. 	Unofficial
 
C. 	 Shadow price rate
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Attachment B 

Local Production and Marketing Disincentives Analysis
 
Sample Price Data Reportinq Format
 

Egypt Title I Program
 
Estimated Prices of Wheat and Wheat Flour, 1978/79 Averages
 

(U.S. $ Equivalent/Metric Ton) 

Wheat Domestic
 
Wheat Flour Wheat
 

FOB (PL 480) 137 225
 

CIF 158 278
 

Landed Cost Includes Handling 190 334
 

Domestic Producer Price 1001/
 

Native Balady Flour 221 221
 

Cost of Flour from PL 480 Wheat 2172/
 
Actual Price to Bakers 41 97 41
 

Subsidy 176 237 180
 
(217-41) (334-97) (221-41)
 

Price of Bread 50 130 50
 

1/ This is 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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OFFICE OF MANAGEMENT AND 
BUDGET 


Circular A-122, "Coat Principles for 
Nonprofit Organizations 
[Note: This reprint incorporates corrections 
published at 46 FR 17185, Tuesday, March 17, 

AGENCY: Office of Management and 

Budget. 

ACTION: Final Policy. 

SUMMARY: This notice advises of a new 
OMB Circ,,lar dealing with principles for 
determining costs of grants, contracts, 
and other agreements with nonprofit 
organizations.

The Circular is the product of an 

interagency review conducted over a 

two-year period. Its purpose is to 

provide a setof 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 between recipients and 
the Federal Government. 
EFFECTIVE DATE: The Circular becomes 
effective on issuance. 
FOR FURTHER INFORMATION CON'ACT: 

Palmer A. Marcantonio, Financial 

Management branch, Office of 

Management and Budget, Washington, 

D.C. 20503, (202) 395-4773. 
SUPPLEMENTARY INFORMATION: Beifore 

the Circular became final there was 

extensive coordination with the affected 

nonprofit organizations, professior'al 
associations, Federal agencies and 
others. All interested persons were 
given an opportunity to comment on the 
proposed Circular through informal 
consultations and a notice in the Federal 
Register. In response to our requests for 
comment, we received about 100 letters 
from Federal agencies, nonprofit 
organizations, 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, 
othr changes have been made to 

improve the clarity and readability of 
the Circular. To the extent 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 
governments (Circular 74-4).
Summary of Significant Changes. 


Set forth are changes that have been 
made in the final Circular as a result of 

public comments. The more significant 
changes to.the basic Circlar and 
Attachment A include:1.Paragraph 2."Supersession" wasadded to the basic Circular to rake it 
clear that this Circular supersedes cost 
principles issued by individual agencies.

2.Paragraph 4 of the basic Circular 
has 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 budget,
approval of the budget constitutes 
approval of the cost. 

3.Paragraph 5 of the basic Circular 
has been changed to remove any doubt 
as to which nonprofit organizations 
would not be covered by the Circular. 
Now, Appendix C to the Circular lists allexclusions, 

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 significant changes to 

Attachment B to the Circular include: 


1. Paragraph 6,Compensationfor 

Persona/Services, was modified to: 


a. Permit Federal agencies to accept a 
substitute system for documenting 
personnel costs trough means other 
than personnel activity reports. 

b.Clarify provisions covering the 
allowability of costs for unemployment 
compensation or workers' 
compensation, and costs of insurance 
policies on the lives of tr'.zstees, 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 a 
direct cost activity shall be allocated a 
share of indirect cost only when (a) the 
aggregate "dlue if the service is 
material, (b) the services are supported 
by a significant amount of the indirect 
cost incurred by the organization, and
(c) the direct cost activity is not pursuedprimarily for the benefit of the Federal 
Government. Provisions were also 
added to this paragraph for the 

cognizant agency and the recipient to 
negotiate when there is no basis for. 
determining the fair market value of the
services rendered, and to permit indirectcosts allocated to donated services to be 
charged to an agreement or used to meet 
cost sharing or matching requirements.

4. Paragraph 13, Equipment andOther 
CapitalExpenditures,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 Costs,
 

was amended to provide that
oranization cots may be allowable 
when approved in writing by the
 
awarding agency.
 
7.Paragraph 28,Page Charges in
 
Pr araph 2 a res in 

Professional/aurnals,was revised to
 
provide that page charges may be
 
allowable.
 
8.Paragraph 36,PublicInformation
 

Service Costs, was modified to make
 
public information costs allowable as
 
direct costs with awarding agency
 
approval.
 

9. Paragraph 42; Rental Costs. was
 
rewritten to:
 

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, Travel Costs, was 
amended to delete the prior approval 
requirement for domestic travel. In 
addition to the above, a number of 
editorial changes were made to the 
original document. 

SuggestedChangesNot 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 to the
Federal Government, since it would encourage an organization to lease 
space on the commercial market at a 
higher rate. 



Feoderal Register / Vol. 45, No. 132 / Tuesday, July 8, 1980 / Notices 46023 

Response.The cobt 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 agencies to request
exceptions. 

Comment. Several respondents 
questioned why interest is not an 
allowable cost, since it is an ordinary
and necessary cost of doing business, 

Response. 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 74-4, 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,
and considerable analysis went into its 
formulation. Suggestions for extending it 
4o nonprofit organizations would have to
be examined with equal care. This has 
not 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 respondent suggested 
that smaller grantees be excluded from 
coatmlngrwith t se irclur m 
complying with the Circular.Response. Similar rules for the 50 

selected items of cost would be needed 

regardtess of the size of the grantee. To 

the extent possible, the Circular 

provides simplified methods for smaller 

grantees. 


Comment. One respondent said the 

requirements of the Cost Accounting

Standards Board should be applied to 

cover contracts with nonprofit

organizations. 


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 that 
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 
approximately 8,000 committee members 
to carry out obligations in response to 
Government requests. There is no 

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. 

Re;sponse. It would appear that this 
type of cnmmittee arrangement would 
not be considered in the determination 
of the organization's indirect coat 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-type arrangements on a 
case-by-case basis, 

Comment. One respondent suggested
that wherever possible the language in 
the FederalProcuremen4Regulations be 
used for nonprofit organizations.
ueoonpoi Th anain 

Response. The language in the FederalProcurementRegulations was 
designated primarily for commercial 
irms, 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 

possible to those of educational 

institutions (Circular A-21), and State 

and local governmen's (Circular 74-4).

John I.Lordan, 

Chief,FinancialManogementBranch. 

(Circular No. A-122]

June 27, 1980 


To The Heads of Executive
T h ed fEeuieipoe 

Departments and Establishments 


Sujc:otporganization" 

Subject: Cost principles for nonprofitorganizations. 
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; State,
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 matching 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 
supersedes cost principles issued by 

employer relationship in the individual agencies for nonprofit
arrangements for this assistance, nor are 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 cost 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 
commerc if a subaward is to a 
commercial organization, the cost 

concerns shall apply; fa subaward is to 
a college or university, Circular A-21 
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.

n/repn t prtos

For this purpose, the term "nonprofit


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. "Priorapproval"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 constitutes 
approval of that cost,

5.Exclusion ofsome nonprofit 
organizations.Some nonprofit
organizations, because of their size and 
nature of operations, can be considered 
to be similar to commercial 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 



46024 Federal Register / Vol. 45, No. 132 / Tuesday, July 8, 1980 / Notices 

organizations is contained in 
Attachment C. Other organizations may
be added from time to time. 

6. Responsibilities.Agencies
responsible for administering programs 
that involve awards to nonprofit 
organizations shall implement the 
provisions of this Circular. Upon 
request, implementing instruction shall 
be furnished to the Office of 
Management and Budget. Agencies shall 
designate a liaison official to serve as 
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
Attachment B-Selected Items of Cost 
Attachment C-Nonprofit 

Organizations Not Subject to This 

Circular 


8. Requests 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 ofachieving maximum uniformity, 

exceptions will be permitted only in 

highly unusual circumstances, 


9. Effcctiye' 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
aa scost 
existing awards the new principles may

be applied if an organization and the 

cognizant Federal agency agree. Earlier 

implementation, or a delay in 

implementation of individual provisions 

is also permitted by mutual agreement 

between an organization and the 

cognizant Federal agency,


10. Inquiries. 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. McIntyre, Jr., 

Director. 
[Circular No. A-122J 
Attachment A 
General Principles 
Table of Contents 
A. Basic Considerations 

1.Composition of totL costs 
2. Factors affecting allowability of costs 
3.Reasonable costs 
4. Allocable costs 

5.Applicable credits 
6.Advance understandings 
B.Direct Costs 

C.Indirect Costs 
D.Allocation of Indirect Costs and 

Determination of Indirect Cost Rates 

1.Generai 
2. Simplified allocation method 
3. Multiple allocation base method 
4. Direct allocation method 
5.Special indirect cost rates 
E.Negotiation and Approval of Indirect Cost 
Rates
1(2) 
. Definitions 

2. Negotiations and approval of rates 

[Circular No. A-1221 

Attachment A 


General Principles 
at

A.Basic Consider tions. 
1. Compositionof totalcosts. The total costof an award is the sum of the allowable 

direct and allocable indirect costs less any
applicable credits. 

2.Factorsaffecting allowabilityof costs. 
To be allowable under an award, costs must 
meet the following general criteria: 

a. Be reasonable for the performance of the 
award and be allocable thereto under these 
principles, 

b.Conform to any limitations or exclusionsset 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 accounting principles.

f. Not be included as a cost or used to meetsharing or matching requirements of any

other federally financed program in either the 
current or a prior period. 

g. Be adequately documented, 
3.Reasonablecosts. 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 decision was made to incur the 
costs. The question of the reasonableness of 
specific costs must be scrutinized with 
particular care in connection withorganizations or separate divisions thereof
which receive the preponderance of their 
support from awards made by Federal 
agencies. Indetermining the reasonableness 
of a given cost, consideration shall be given 
to: 

a.Whether the cost is of a type generallyrecognized as ordinary and necessary for theoperation 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, andterms 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.
 
Na. A cost is allocable to a particular cost
objective, such as a grant, prolect, 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 t0"
 
same purpose in like circumstances and if it:
 

(1)Is incurred specifically for the award.
Benefits both the award and other work

and can be distributed in reasonable
 
pioportion to the benefits received, or
 

(3) Is necessary to the overall operation of
 
the organization, although a direct
 
relationship to any particular cost objective
 
cannot 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 ofoverpayments or erroneous charges. To the 
extent that such credits accruing or received
 
by the organization relate to allowable cost
 
they shall be credited to the Government
 
either as a cost reduction or cash refund as
 
appropriate.
 

b.Insome instances, the amounts received
 
from the Federal Government to finance
organizational activities or service opetions 
should be treated as applicable credits.
 
Specifically, the concept 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.
 

(c4 For rules covering program income
(i.e., gross ihcome earned from federally
supported activities) see Attachment Dof
 
OMB Circular A-110,
 

6.Advance understandings.Under any
given award the reasonableness and 
allocability of certain items of costs may be 
difficult to determine. This is particularly truein connection with organizations that receive a preponderance of their support from 
Federal agencies. Inorder to avoidsubsequent disallowance or dispute based on
unreasonableness or nonallocability, it is 
often desirable to seek a written agreementwith the cognizant or awarding agency inadvance 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. 

U 
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B. DirectCosts 

1. Direct costs are those that can be 
identified specifically with a particular final 
cost objective: i.e., a particular award, 
project, service, or other direct activity of an 
organization. However, a cost may not be 
assigned to an award as a direct coat if any 
other cost incurred for the same purpose, in 
like circumstances, has been allocated to an 
d.ward as an indirect cost. Costs identified 
specifically with awards are direct costs of 
the awards and are to be assigned directly 
thereto. Costs identified specifically with 
other final cost objectives of the organization 
are direct costs of those cost objectives and 
are not to be assigned to other awardsdirectly or indirectly,2. Any direct cost of a minor amount may 

be treated as an indirect cost for reasons of 
practicality 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 
computing 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 ii' they represent 
activities which (1) include the salaries of 
personnel, (2) occupy space, and (3) benefit 
from the organization's indirect costs. 

4. The costs of activities performed 
primarily as a service to members. clients, or 
the general public when significant and 
necessary to the organization's mission must 
be treated as direct costs whether or not 
allowable and be allocated an equitable 
share of indirect costs. Some examples of 
these types of activities include: 

a. Maintenance of membership rolls, 

subscriptions, publications, and related 

functions, 


b. Providing services and information to 

members, legislative or administrative 

bodies, or the public. 


c. Promotion. lobbying, and other forms of 

public relations. 


d. Meetings 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. 

f. Administration ot group benefits on 

behalf of members or clients including life 

and hospital insurance, annuity or retirement 

plans, financial aid. etc. 

C. Indirect Cost. 

1. Indirect costs are those that have been 
incurred for common or joint objectives and 
cannot be readily ideatified with a particular 
final cost object;ve. Direct cost of minor 
amounts may be treated as indirect costs 
under the conditions described in paragraph 
B.2. above. After direct costs have been 
determined and assigned directly to awards 
or other work as appropriate, indirect costs 
are those remaining to be allocated to 
benefiting cost objectives. A cost may not be 
allocated 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 coat. 

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 andDeterminationof Indirect Cost Rates. 

1. General. 
a. Where a nonprofit organization has only 

one major 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 rate 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 into separate cost groupings which then 
are allocated individually to benefiting 
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 that function by 
means of an indirect cost rate(s). 

c. The determination of what constitutes an 
organization's major functions will depend on 
its purpose in being; the types of services it 
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 

costs 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 
event, shall be so selected as to avoid 
inequities in the allocation of the costs, 

2. Simplified allocationmethod 
a. Where an organization's major functions 

benefit from its 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 (it) 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 
selected. 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 costs and the indirect 
costs shall exclude capital expenditure=s 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. 

c. The distribution base may be total direct 
costs (excluding capital expenditures and 
other distorting items, such as major 
subcontracts or subgrants}, direct salariesand 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 
Attachment 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 at the organization, If a special 
rate(s) is required, appropriate modifications 
shall be made In order to develop the special 
rate(s). 

3. Multiple allocationbase method. 
a. Where an organization's indirect costs 

benefit its major functions in varying degrees, 
such costs shall be accumulated into separate 
cost groupings. Each grouping shall then be 
allocated individually to benefiting functions 
by means of a base which best measures the 
rela.l. 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
 
materiality 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 benefitLd, the 
allocation shall be made in that manner. 
When the expenses in a grouping are more 
general in nature, the allocation should be 
made through 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 
quantitative measures (total direct costs, 
direct salaries and wages, staff hours applied, 
square feet used, hours of usage, number of 
documents processed, population served, and 
the like) and (ii) it is common to the 
benefiting functions duing the base period. 

d. Except where a special indirect cost 
rate(s) is required in accordance with 
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pwi;sgiaph IM.'. ht.low. the hnpar;.te grolupings involved, the organizational arrangements assignment will not be changed unless therei,! indirsq.t ';itth allc.iowu to 'ia;h major' used, or any combination thereof. When afu.tmion shall be aggregated and treated as a particular segment of work is performed in an 
is a major long-term shift in the dollar volume 

commun 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 indirect cost rate. 

e. 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 subcontracts and subgrants), direct 
salaries and wages, or other base which 
results in an equitable distribution. The
distribution base shall generally exclude 
participant support costs as defined in 
paragraph 29, Attachment B.An indirect cost 
rate should be developed for each separate
indirect cost pool developed. The rate in each 
case should be stated as the percentage
which the amount of the particular indirect 
cost pool is of the distribution base identified 
with that pool. 

4.Direct allocation method, 
a. Some nonprofit organizations, treat all 

costs as direct costs except general 
administration and general expenses. These 
organizations generally separate their costs
into three basic categories: (i) Gneral 
administration and general expenses, (ii)
fund raising, and (iii) other direct functions 
(including projects performed under Federal 
awards). joint costs, such as depreciation,
rental costs, operation and maintenance of 
faciliiies, telephone expenses, and the like 
are prorated individually as direct costs to 
each category and to each award or other 
activity using a base most 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 compatible with the 

Standards of Accounting and Financial 

Reporting for Voluntary Health and Welfare 
Organizations issued jointly by the National 

Health Council, Inc.. the National Assembly

of Voluntary Health and Social Welfare 

Organi7ations, and the United Way of 

America. 

c. Under this method. indirect costs consist 
exclusively ofgeneral administra tion and 

general expenses. In all other respects, the 

organization's indirect cost rates shall be 

computed in the same mainer as 
that 

described in paragraph D.2 above. 


5. Special indirect cost rates. In some 

instances, a single indirect cost rate for all 

activities 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 that performed under a single
award or it may consist of work under a 
group of awards performed in a common 
environment. The factors 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 br technical skills 

environment which appears to generate 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 that (i) the rate 
differs significaritly from that which would 
have been obtained under paragraph D.2, 3,
and 4 above, and (it) the volume of work to 
which the rate would apply is material. 

E. Negotiation and Approval of IndirectCost 
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
organization 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 
costs to be incurred during the period. A 

predetermined rate is not subject to 

adjustment, 


c. "Fixed rate" means an indirect cost 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 not 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 

documentation prepared by an organization 

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. 


g. "Cost objective" means a function, 

organizational subdivision, contract, grant, or 

other work unit for which cost data are 

desired and for which provision is made to 

accumulate and measure the cost of 

processes, projects, jobs and capitalized 

projects. 


2. Negotiation and approval of rates. 
a. Unless 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 
as fringe b6nefit and computer charge-out 
rates. Once an agency is assigned cognizance
for a particular nonprofit organization, the 

of the Federal awards to the organization. All 
concerned Federal agencies shall be given the
opportunity 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 cost rates 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 not 
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 cobt proposal to the cognizant 
agency within six months after the close of 
each fiscal year.

d.A predetermined rate may be negotiated
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 (iii) 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.
 

g.The results of each negotiation shall be
 
formalized in a written agreement between
 
the cognizant agency and the nonprofit

organization. The cognizant agency shall
 
distribute copies of the agreement to all
 
concerned Federal agencies.
 

h. If a dispute arises in a negotiation 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-1221 

Attachment B 
Selected Items of Cost 

)'able of Contents 
1. Advertis'ing costs 
2. Bad debts 
3. Bid and proposal costs (reserved) 
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4. Bonding costs 
5.Communication costs 
6. Compensation for personal services 
7.Contingency provisions
8. Contributions 
9. Depreciatioji and use allowances 
10. Donations 
11. 	Employee morale, health and welfare 

costs and credits 
12. Entertainment costs 
13. Equipment and other capital expenditures
14. Fines and penalties 
15. Fringe benefits 
16. Idle facilities and idle capacity
17. 	Independent research and development 

(reserved)
18. Insurance and indemnification 
19. 	Interest, fund raising, and investment 

management costs 
20. Labor relations coqts 
21. Losses on other awards 
22. Maintenance and repair costs 
23. Materials and supplies 
24. Meetings, conferences 
25 	 Memberships, subscriptions, and 


professional activity costs 

26. Or snization costs 
27. Overtime, extra-pay shift, and multishiftpremiums 
28. Page charges in professional journals
29. Participant support costs 
30. Patent costs 
31. Pension plans
32. Plant security costs 
33. Preaward costs 
34. 	 Professional service costs 
35. Profits and losses on disposition of 


deprecidble property or other capital 

assets 

36. Public information service costs37. Publication and printing costs 
38. Rearrangement and alteration costs 
39. Reconversion costs 
40. Recruiting costs 
41. Relocation costs 
42. Rental costs 
43. 	Royalties and other costs for use of 


patents and copyrights 

4. Severance pay 

45. Specialized service facilities 
46. Taxes 
47. Termination costs 
48. 'Training ind education costs 
49. Transportaeion costs 

,50 Tiavel costi, 


[Cir;ular No. A-1221 
Attachment B 
Selected Items of Cost 

Paragraphs I through 50 provide principles
to be applied in establishing the allowability
of certain items of cost. These principles
apply whether a cost is treated as direct or 
indirect Failure to mention a particular item 
of cost is not intended to imply that it is 
unallowable: rather determination as to 
allowability in each case should be based on 
the treatment or principles provided for 
similar or related items of cost, 

1. Advertising costs, 
a. Advertising costs mean the costs of 

media services and associated costs. Media 
advertising includes magazines, newspapers,
radio and television programs, direct mail,
.,xhibils. 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
materials acquired in the performance of the 
award except when organizations are 
reimbursed for disposals at apredetermined
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 unallowable. 

3. Bid andproposalcosts. (reserved)
4. Bonding costs, 
a.Bonding costs arise when the 

Government requires assurance against
financial loss to itself or others by reason of 
the act or default of the organization. They
arise also in instances where the organization
requires similar assurance. Included are such 
bonds as bid, performance.payment,
advance payment, infringement,levebonds. 

b.Costs of bonding required pursuant tothe terms of the awai'd are allowable, 
c, 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. Communicationcosts. Costs incurred for 
telephone services, local and long distance 
telephone calls, telegrams, radiograms, 
postage and the like, are allowable. 

6. Compensationfor personalservices. 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 is 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 

costs 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 indirect costs are determined and 

supported as required in this paragraph. 


c. Reasonableness, 
(1) When the organization is predominantly

engaged in activities other than those 
sponsored 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 organizat!on's other 
activities, 

(2)When the organization is predominantly
engaged in Government-sponsored activities 

and in cases where the kind of employees
required for the Government activities are 
not found in the organization's other 
activities, compensation for employees on 
C06ernment-sponsored work will be 
considered reasonable to 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.Specialconsiderationsin 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, associates. 
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


of compensation, particularly when it
was concurrent with an increase in the ratioof Government awards :j other activities ofth 	 orantonra che) ite 
the organization or any change in the 
treatment of allowability of specific types of
 
compensation due to changes in Government
 
policy.
 

e. Unallowablecosts. Costs which are
 
unallowable under other paragraphs of this
 
Attachment shall not be allowable under this
 
paragraph solely on the basis that they

constitute personal compensation.
 

f.Fringebenefits. 
(1)Fringe benefits in the form of regularcompensation paid to employees during

periods of authorized absences from the job.
such as vacation leave, sick leave, military
leave, and the like, are allowable 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 written 
organization policies. Such benefits whether 
treated as indirect costs or as direct costs.sha! be distributcd in particular awards andothjer activities in a manner consistent with 
the pattern of benefits accruing to the 
individuals or group of employees whosesalaries 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 extent 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 to 
cover the risks. However, provisions for self­
insured liabilities which do not become 
payable for more than one year after the
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 
payments to, 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 approval 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 other employees holding
positions of similar responsibility are 
allowable only to the extent that the 
insurance represents additional 
compensation. The costs of such insurance 
when the organization isnamed as 
beneficiary are unallowable, 

g.Pension plan costs. 
(1)Costs of the organization's pension plan

which are incurred in accordance with the 
established policies of the organization are 
allowable, provided: 

(a) Such policies meet the test 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. a 
issued by the American Institute of Certified 
Public Accountants: and 

(d)The costs assigned to agiven fiscal year 
are funded for all plan participants within six 
months after them end..ofo thatmt..year. However,oevr,mons ea ttayar 

increases to normal and past service pension 
C03S caused by adelay in funding the cn C rtnrol lt°e; ra
aD~Yicg auc~h a~tt;
actuarial liability beyond 30 days after each 
quarter of the year to which such coste are 

assignable are unallowable, 


(2)Pension plan termination insurance 
premiums paid pursuant to the Employee . 
Retirement Income Security Act of 1974 (Pub.
L.93-406) 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 to employees based on cost 
reduction, or efficient performance 

suggestion awards. safety awards, etc., are 

allowable to the extent that the overall 

compensation is determined to be reasonable 

and such costs are paid or accrued pursuant 

to an agreement entered into ingood faith 

between 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. Trainingand education costs. See 

paragraph 4,. 
I. 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 aresponsible 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 hss been approved
in writing by the the cognizant agency. (See
paragraph E.2 of Attachment A)

(2)Reports reflecting the distribution of 
activity of each 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 adistribution of their 
compensation between such functions or 
activities is needed in the aetermination of 
the 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,,
estimates determined before the services are 
peformed) do not qualify as support for 
charges to awards. 

(b)Each report must account for the total 
activity for which employees are 
compensated........ 

fulfillment of their obligations to the 

organization. 


(c)The reports must be signed by the 

supervisory .. . ..
ocial having first hand 
knowledge of the activities performed by the 
individual employee, or by a responsible 

kne deothaciiispromdbthrepresents a reasonable estimate of theemployee, that the distribution of activity
actual work performed by the employee 
dutngul he periormdscoveed by therepato

d) the eros must be ppre aeast 
monThy an must coicie wireone 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 (")above, must also 
be supported by records indicating 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 suppoiled in 
the same manrer as salaries and wages
claimed for reimbursement from awarding
agencies. 

7. rontingencyprovisions.Contributions to 
a conin ,ency reserve or any similar 
provirion made for 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 paragraph 6.f.(3) and 
18.a,(2)(d)); pension funds (see paragraph
6.(g)); and reserves for normal severance pay
(see paragraph 44.(b)(11.

8. Contributions. Contributions and 
donations by the organization to others are 
unallowable. 

9.Depreciation and use allowances. 
a. 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 f. below a 
combination of the two methods may not be 
used in connection with a single class of 
fixed assets (e.g., buildings, office equipmenit, 
computer 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 Government 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 improvemerqei
 
such as paved parking areas,fences,and
 
sidewalks) will be computed atan annual
 
side not e copercent of acqusition
 

otT eedinlowoce o aqui itiol.cost. The use allowance for equipment will 
be computed at an annual rate not exceeding 
siantw-idsecntfaquiincs.When the use allowance method is used forsix and two-thirds percent of acquisition cost. 
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 noi be applied to
 
equipment which is 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,
 
counters, laboratory benches bolted to the
 
flocir, dishwashers, carpeting, etc.). Such
 
equ n'rent will be considered as not being

pe"'" :antly fixed to the building if it can be
 
reminA'without the need for costly or
 
extenmive alterations or repairs to the
 
building or the equipment. Equipment that
 
meets these criteria will be subject to the six
 
and two-thirds percent equipment use
 
allowance limitation.
 

e. Where depreciation method is followed. 
the period of useful service (useful lifei 
established in each case for usable capital 
assets must take into consideration 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 that the expected
consumption of the asset will be significantly 
greater or lesser in the early portions of its 
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.''eful life than in the later portions, the 
,fraight.line rnrehod shall be presumed to be 
the appropriate method. Depreciation
methods once used shall not be changed
unless approved in advance by the cognizant
Federal agency, When the depreciation
method 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, abuilding's shell may be 
segregated from each building component
(e.g.. plumbing system, heating, and air 
conditioning system. etc.) and each item 
depreciated over its estimated useful life; or 
the entire building (i.e., the shell and all 
Lomponents) may be treated as asingle asset 
and depreciated over a single useful life,

f. When the depreciation method isused 
for a particular class of assets, no 
depreciation may be allowed on any such 
assets that, under paragraph e.above, would 
be viewed as fully depreciated. However. a 
reasonable use allowance may be negotiated
for such assets if warranted after taking into 
consideration the amount of depreciation
previously charged to the Government, the 
estimated useful life remaining at time of 
negotiation, the effect of any increased 
maintenance charges or decreased efficiency 
due to age, and any other fasctrs pertinent to

contemplated. 

chae 

depreciation must be supported by adequate
dprperteciiordusand pysie ineteproperty records and physical inventories
must be taken at least once every two years
(astatistical sampling basis is acceptable) to 
ensure that 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 services 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 i!her as 
a direct or indirect cost. 

(2)The value of donated services utilized 
in the performance of a direct cost activity

shall be considered in the determination of 

the organization's indirect cost rate(s) and,

accordingly, shall be allocated a 

proportionate share of applicable indirect 

costs when the following circumstances exist: 


(a) The aggregate value of the services is 

material: 


(b)The services are supported by 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 !ano 
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 

accordance with subparagraph (a)above,
b.Goods and space. 
(1)Donated goods; i.e., expeadable

personal property/supplies, and donated useof space may be furnished to an organization,The value of the goods and space is not 
reimbursable either as adirect or Indirect 
cost. 

(2)The value of the donations may be used 
to 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 ,fthe donations so that reimbursement 
will not be made, 

11. Employee morale, health, and welfare, 
costs and credits. The costs of house 
pubications, 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 (but see 
paragraphs 11 and 25).

13. Equip 7ent and other capital
expenditures, 
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costs allocated to the services will be 
considered as a part of the total costs of the 
project. Such indirect costs may be 
reimbursed under the award or used to meet 
cost 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 market value of donated services 
shall be computed as follows: 

(a)Rates for volulnteer 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 s~irvices are in 
the same skill for which the employee is 
normally paid. If the services are not in the 
same skill for which the employee is normally
paid, fair market value shall be computed in 
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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 organization may use its 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,
iticluding the cost of any modifications, 
attachments, accessories, or auxiliary 
apparatus necessary to make it usable for the 
purpose for which itis 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, rurgical
instruments, and spectrometers. 

(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 aparticular 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 expenditures for land or 
buildings are unallowable as a direct cost
 
except with the prior approval of the
 
awarding agency.
 

d. Capital 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 andpenalties.Costs of fines and 
penalties resulting from violations of, or 
failure of the organization to comply with 
Federal, State, and local laws 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. Idle 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 
any portion thereof, equipment individually 
or collectively, or any other tangibhl capital 
asset, wherever located, and whether owned 
or leased by the organization. 

(2) "Idle facilities" means completely

unused facilities that are excess to the 

organization's current needs. 


(3)"Idle capacity" means the unused 
capacity 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 operating
interruptions resulting from time lost for 
repairs, setups, unsatisfactory materials, and 
other norma! delays, and the extent to which 
the facility was actually used to meet 
demands during the accounting 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) "CoAs of idle facilities or idle capacity" 
means costs such as maintenance, repair,
housing, rent, and other related costs: e.g., 
property thAes, insurance, and depreciation 
or use allowances, 

b.The costs of idle facilities are 
unallowable except to the extent that: 

(1)They are necessary to 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 to achieve more economical 
operations, reorganization, termination, or 
other causes which could not have been 

reasonably Toreseen. Under the exception

stated in this subparagraph, costs of idle 

facilities are allowable for a reasonable 

period of time, ordinarily not to exceed one 

year, depending upon the initiative taken to 

use, lease, or dispose'of such facilities (but 

see paragraphs 47.0. and d.). 


c.The costs of idle capacity are normal 
costs of doing business and are a factor in the 
normal fluctuations 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 not 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 facility or among a group of assets 
having substantially the same function may
be idle facilities. 

17. Independent researchanddevelopment 
(Reserved].

18. Insurance and indemnification, 
a. Insurance includes insurance which the 

organization 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 not apply to insurance which represents
fringe benefits for employees (see paragraph 
6f.and 6.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 operations are 
allowable subject to the following limitations,

(a)Types and extent of coverage shall be 
in accordance 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 fees. 
(c)Costs of insurance or of any provisions

for a reserve covering the risk of loss or 
damage to Government property 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 year 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 i:the award, cxcept:

(a)Costs incurred because of losses not 
covered under nominal deductible insurance 

coverage provided in keeping with sound 

business practice are allowable. 


(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, not 

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.Costs 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 Bof Attachment A. 

20. Laborrelationscosts. Costs incurred in 
maintaining satisfactory relations between 
the organization and its employees, including 
costs of labor management committees, 

employee publications, and other related 
activities ure allowable. 

21. Losses on other awards,Any excess of 
costs over Income on any award Is 
unallowable as a cost of any other award. 
This includes, bdt is not limited to, the 
organization's contributed portion by reason 
of cost sharing agreements or any 
underrecoveries through negotiation of lump
sums for, or ceilings on, indirect costs. 

22, Maintenanceandrepaircosts. Costs 
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.Materialsandsupplies. 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 materials 
and supplies actually used for the 
performance of the contract or grant, and due 
credit should be given for any excess 
materials or supplies retained, or returned to 
vendors. 

24. Meetings, 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 29, Participantsupport 
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 
professionalactivity costs. 

a.Costs of the organization's membership
in civic, business, technical and professional
ortsnizations are allowable, 

bCosts of the organization's subscriptions
to civic, business, professional, and technical 
periodicals are allowable. 

c.Costs of attendance at meetings and 
conferences sponsored by others when the 
primary purpose is the dissemination of 
technical information, are allowable. This 
includes costs of meals, transportation, and 
other items incidental to such attendance. 

26. Organizationcosts. Expenditures, such 
as incorporation fees, brokers' fees, fees to 
promoters, organizers or management
consultants, attorneys, accountants, or 
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investment counselors, whether or not
employees of the organization, in connection 
with establishment or reorganization of an 
organization, 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 
allowable only with the prior approval of the
awarding agency except: 

a. When necessary to cope with 
emergencies; such as those resulting from 
accidents, natural disasters, breakdowns of
equipment, or occasional operational
bottlenecks of a sporadic nature, 

b.When employees are performing indirect 
functions such as administration,
maintenance, or accounting. 

c. In the performance of tests, laboratory
procedures, or other similar operations which 
are continuous in nature and cannot 
reasonably be interrupted or otherwise
completed. 

d.When lower overall cost to the 

Government will result. 


28. Page charges in professionaljournals,
Page charges for professional journal
publications are allowable as anecessary 
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 
support costs are direct costs for items such 
as stipends or subsistence allowances, travel 
allowances, and registration fees paid to or 
on behalf of participants or trainees (ht not
employees) in connection with meetin 
conferences, symposia, or training proitcts.
These costs are allowable with the prior 
approval of the awarding agency.

30. Patentcosts. 
a, Costa of (i) preparing disclosures, 

reports, and other documents required by theaward 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 states patent
application where title or royalty-free license 
is required by the Government to be

conveyed to the Government, and (iii) general

counseling services relating to patent and 

copyrighimatters, such as advice on patent

and copyright laws, regulations, clauses, and 

employee agreements are allowable (but see

parapraph 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 aniy foreign patent
application, or (ii) 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 . g.
32. Plant security costs. Necessary 

expenses incurred to comply with 
Government security requirements or for 
facilities protection, ncluding wages, 

uniforms, and equipment ,f personnel are
allowable. 

33. Preawardcosts. 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 is 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 aparticular profession or possess
aspecial skill, and who are not officers or
employees of the organization, are allowable,
subject to b,c,and d,of this paragraph when 
reasonable in relation to the services 
rendered and when not contingent upon
recovery of the costs from the Goverpment.

b. In determing the allowability of acsts in 
a particular case, no single factor os' any
special combination of factors is ntocessa4ily
determinative. However, the folloiing
factors are relevant: 

(1)The nature and scope of the servics! 
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 of time required, rate of 
compensation, and termination provisions), 

c. In addition to the factors in paragraph b 
above, retainer fees to be allowable must be such processes), distribution, promotion,supported by evidence of bona fide services mailing, and general handling.avai~able or rendered. b. If these costs are not identifiable with ad.Cost of legal, accounting, and consulting particular cost objective,; they should beservices, and related costs incurred in allocated as indirect co:-A to all benefitingconnection with defense of antitrust suits, activities of the organization.and the prosecution of claims against the c. Publication and printing costs areGovernment, are unallowable. Costs of legal, unallowable as direct costs except wih theaccounting and consulting services, and prior approval of the awarding agency.related costs, incurred in connection with d.The cost of page charges in journals ispatent infringement litigation, organization addressed paragraph 28.and reorganization, are unallowable unless 38 Rearrangementand alteration costs.otherwise provided for in the award (but see Costs incurred for ordinary or normalparagraph 47e). rearrangement and alteration of facilities are35. Profits and losses on disposition of allowable. Special arrangement anddepreciable property or other capital assets. alteration costs Incurred specifically for thea. (1)Gains and losses on sale, retirement, project are allowable with the prior approvalor other disposition of depreciable property of the awarding agency. 

shall be included in the year in which ihey 
occur as credits or charges to cost grouping(s)
in which the depreciation applicable to such 
property was included. The amount of the 
gain or loss to be included as acredit or
charge to the appropriate cost grouping(s)
shall be the difference between the amount
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 aseparate credit or charge under the 
following conditions. 

(a)The gain or loss is processed through a
depreciation 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 asimilar 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.().


(d) Compensation for the use of the
 
property Was provided through use

allowancfuls !n lieu of depreciation in
 
accordaice with paragraph 9.
 
, Chains and losses arising from mass or 
extraordinary sales, retirements, or other
 
dispositions shall be considered on acase­
by-case basis.
 

b.Gains or losses ol any nature arising

from the sale or exchange of property other
 
than the property covertd in paragraph a.
above shall be excluded in computing award
 
costs.
 

a. Public information service costs include
 
the cost associated with pamphlets, news
 
releases, and other forms of information
 
services. Sch costs are normally incurred to:

(1)Inform or instruct individuals, groups, or 
the general public, 
the gnerl p ubl 
participating in a service program of the 
organization.

(3)Disseminate the results of sponsored
and nonsponsored activities. 

ubno ormativiest
allowable as direct costs with the prior
approval of the awarding agency. Such costs 
are unallowable as indirect costs. 

37. Publication andprintingcosts, 
a. Publication costs include the costs of 

printing (including the processes or 
composition, plate-making, press work,
binding, and the end products produced by 
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39 Reconversion costs. Costs incurred in 
the restoration or rehebilitation of the 
organization's facilities to approximately the 
same condition existing immediately prior to 
commencement of Government awards, fair 
wear and tear excepted, 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, travel expenses 
including food and lodging of employees 
while engaged in recruiting personnel, travel 
costs 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 
rates 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 stated 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, c, and d, 
below, provided that: 

(1) The move is for the benefit of the 

employer. 


(2) Reimbursement to the employee is in 
accordance with an established written 
policy consistently followed by the employer, 

(3) The reimbursement does not exceed the 
employee's actual (or reasonably estimated 
expenses. 

b. Allowable relocation costs for currentemployees are limited to the following: 
(1) The costs of transportation of the 


employee, members of his immediate family 

andhis household,offnctsand personal to the 
new location. 

(2) The costs of finding a new home, such 

as advance trips by emp!oyees and spouses 

to locate living quarters and temporary 

lodging during the transition period, up to a 

maximum period of 30 days, including 

advance trip 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 cent 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 as 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 to 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 location 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 paid by an employee 


related to reimbursed relocation costs. 

42. Rental costs. 
a. Subject to the limitations described in 

paragraphs b. through d. o f 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. Rqntal costs under sale and leaseback 
arrangements are allowa6le only up to the 
amount that would be allowed had the 
organization continued to own the property, 

c. Rental costs under less-than-lengthleases 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 oneunder 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 interest. 

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. Fcor this purpose, a 
material equity in the property 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 covered by bargain renewcl options, 
if any) is equal to 75 per cent or more of the 
economic life of the leased property: i.e., the 
period the property 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 rights 
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 at 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 awazd is made to an
 
organization.
 

c. In any case involving a patent or 
copyright formerly owned by the 
organization, the amount of royalty allowedshould not exceed the cost which wou,d niie 
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 required by (i) law, (ii) employer-, 
employee agreement, (lii) established policy 
that constitutes, in effect, ait implied 
agreement on the organization's part, or (iv) 
circumstances of the particular employment. 

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 for normal severances such method 
will be acceptable if the charge to 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 equity to both parties. Thu.,, accruals 
for this purpose are not allowable. However, 
the Government recognizes its 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, 
event of occurrence. 

45. Specialized service facilities. 
a. The costs of services provided by highly 

complex or specialized facilities operated by 
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the organizathin. such as electronic 
computers and wind tunnels, are allowable
provided the charges for the ser-.'ices 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
A.S. 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
(ii) is 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 allindirect costs. Advance agreements pursuant
to paragraph A.6. of Attachment A are
particularly important in this situation. 

c.Where the costs incurred for a service 
are not material, they may be allocated as
indirect costs, 

a. neer, tthe 
a. Ingeneral, taxes which the organization

is required to pay and which are paid or

accepted accounting principies, and

ayetd ado localovnnt l s n l 

payments made to local governments in lieulocal government services received are
allowable, except for ic taxes from which
exemptions 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 capital
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 costs, will be 

credited either as a cost reduction or cash

refund, as appropriate, to the Government. 

47. Termination costs. Termination of 
awardp generally give rise to the incurrence 

of costs, or the need for special treatment of 

costs, which would not have arisen had the

award 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 situations, 


a. Common items. The cost of items 

reasonably usable on the organizaticon's other

work shall not be allowable unless the 

organization 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
acceptance of common items as allocable to 
the terminiited portion of the award shall be
limited to 1he extent that the quantities of 
such itemi 'n hand. in transit, and on order 

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 data of termination, such costs aregenerally allowable within the limitations set
forth in this Circular, except that any such 
costs continuing after termination due to the
negligent or wiliful'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 

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 ofthe award and such further period as may be
reasonable, and (ii) the organization makesall reasonable efforts to terminate, assign,
settle, or otherwise reduce the cost of such
lease. There also may be included the cost ofalterations 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 allowablc: 


(1)Accounting, legal, clerical, and similar 

costs reasonably necessary for: 


(a)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 paragraph 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 reasonably be expected to work, and onlyat a predetermined amount in accordance where the costs receive the prior approval ofwith Attachment Nof OMB Circular A-11O. the awarding agency. Such costs are limited(3) indirect costs related to salaries and to the costs attributable to a total period no.wages incurred as settlement expenses in t..'exceed one school year for each employeesubparagraphs (1)and (2)of this paragraph. so trained. In unusual cases the period mayNormally, such indirect costs shall be limited be extended.to fringe benefits, occupancy cost, and d.Costs of attendance of up to 18 weeksimmediate supervision. per employee per year at specializedf. Claims under subowards. Claims under programs specifically designed to enhancesubawards, including the allocable portion of the effectiveness of executives or managersclaims which are common to the award, and or to prepare employees for such positionsto other work of the organization are are allowable. Such costs include enrollmentgenerally allowable. An appropriate share of fees, training materials, textbooks andthe organization's indirectexpense may be related charges, employees' salaries,allocated to the amount of settlements with subsistence, and travel. Costs allowable 

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. 
a. 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
is conducted by the organization; or (it)
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 po'Agraduate'college level,
including that prov'ided at the organization's 
own facilities, are allowable only when the 
course or degree'pursued is relative to the
field in which the employee is 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 ofthe tuition which would have ben paid to the
 
participating educatio'nal 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 aff.'r regular
working hours; otherwise such compensation
is unallowable, 

c.Costs of tuition, fees, training materials,
and textbooks (but 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 

are in excess of the reasonable quantitative subcontractor/subgrantees; provided that therequirements of other work. under this paragraph do not include those foramount allocated is otherwise consistent courses that are part of adegree-oriented 
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curriculum, which are allowable only to the 
extent set forth in b.and c.above, 

e. Maintenance expense, and normal 
depreciation or fair rental, on facilities 
owned or leased by the organization for 
training purposes are a!lowable to the extent 
sel forth in paragraphs 9,22, and 42. 

fIContributions or donations to 
educational or training institutions, including 
the donation of facilities or other properties, 
and scholarships or fellowships, are 
unallowable 

g.Training and education costs in excess of 
those otherwise allowable under paragraphs
b.and c. of this paragraph may be allowed 
with prior approval of the awarding agency. 
To be uonsidered for appruni, the 
organization must demonstrate that such 
costs are consistently incurred pursuant to an 
established training and education program,
and that 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.\Thest 
costs are allowable. When such costs can 
readily be identified with the items involved,
they may be directly charged as 
transportation 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 if the organization follows a 
consistent, equitable procedure in this 
respect. 

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 
organization.

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 two, 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 lesslihan first-class 
air accommodations is unallevable except
when less than first-class air 
accommodations are not reasonably
available to meet necessary mission 
requirements, such as where less than first-
class accommodations would (i) require
circuitous routing, (ii) require travel during 
unreasonable hours. (iii)greatly 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 resonable costs of 
family moverments and personnel movements 
of a special or mass nature are allowabie, 
pursuant to paragraphs 40 and 41, =ubject to 

allocation on the basis of work or time period
benefited when appropriate. Advance 
agreements are particularly important. 

e.Direct charges for foreign travel costs are 
allowable only when the travel has received 
prior approval of the awarding agency. Each 
separate foreign trip must be approved. For 
purposes of this provision, foreign travel is 
defined as any travel outside of Canada and 
the United States and its territories and 
possessions. However, for an organization
located in foreign countries, the term "foreign 
travel" means travel outside that country. 

[Circular No. A-1221 
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
 
Atom y ConAizona
 

AmCa
 
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 Institute of Michigan, Ann
 
Arbor. Michigan
 

Hanford Environmental Health Foundation,
 
Richland. Washington
 

lIT Research Institute, Chicago, Illinois
 
Institute for Defense Analysis, Arlington,
 

Virginia
 
Institute of Gas Technology, Chicago, Illinois
 
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 Institute, Birmingham.

Alabama 
Southwest Research Institute. San Antonio, 

Texas 
SRI International, Menlo Park, California 
Syracuse Research Corporation, Syracuse, 

New York 

Universities Research Association, 
Incorporated (National Acc.leration Lab), 
Argonne, Illinois 

Universities Corporation for Atmospheric
Resea'ch, Boulder. Colorado 

Nonprofit Insurance Companies such as Blue 
Cross and Blue Shield Organizations 

Other nonprofit organizations as negotiated
with awarding agencies, 
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