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SUSPENSI ON OR TERM NATI ON OF ASSI STANCE
(COwWDI TI ES)
(formerly HB 15, Chapter 11)

| nt roducti on

Circunstances may arise in relation to a particul ar
cooperating country which either nmake the attai nment of

assi stance objectives inprobable or nake the continuation of
assi stance contrary to U S. policy. The purpose of this
chapter is to provide guidance with regard to commodities
and comodity-related services in the event AID assistance
i s suspended or termnated. This chapter discusses the
actions required to term nate AlID agreenents, vest title to
commodities ordered and in transit, dispose of the
commodities so vested, and nake settlenents with suppliers,
carriers, and insurers. A decision to suspend or termnate
assi stance obviously will have many ranifications and will
require actions in a variety of areas outside the limted
scope of this chapter. Also, since a suspension of
assistance is, by its nature, an extraordinary or uni que
event, reaction nust be flexible and tailored to the
occasion. The guidance contained in this chapter is,
therefore, not to be considered as inposing restrictions on
t he use of other avail abl e options.

Aut hority
1. Term nati on

Al D project and nonproject assistance agreenents
provi de for suspension or termnation of assistance under
speci fied circunstances. Wile individual assistance
agreenents will need to be consulted to verify the exact
nature of AID s rights to suspend or term nate assistance in
particul ar cases, the nodel |anguage for |oan and grant
agreenents appears in Handbook 3, Project Assistance, and
Handbook 4, Nonproject Assi stance.

2. Vesting

a. Section 605 of the FAA states: "Any
commodities... procured to carry out this Act shall be
retai ned by, or upon reinbursenent, transferred to, and
for the use of, such agency of the United States
Governnment as the President may determne in |ieu of
bei ng di sposed of to a foreign country or internationa
or gani zati on, whenever in the judgenent of the



11C. Term
1

President the best interests of the United States w ||
be served thereby or whenever such retention is called
for by concurrent resolution...."

b. The Adm ni strator has been del egated authority to
vest in AIDthe title to AID-financed comodities.

C. For programs subject to the provisions of AID
Regul ation 1 (Appendi x A of this Handbook), Section
201. 43, 201.44, 201.45, and 201.46 set forth AID s
rights and responsibilities with regard to diversion of
shi pments and vesting of title.

d. In the case of projects, it is AID policy that
contracts providing for the procurenent of equi pment or
materi als, whether under a fixed-price contract or

ot herwi se, shall include a provision subjecting the
contractor or supplier to the diversion and vesting
rights of AID specified in |oan/grant agreenents,
letters of inplenentation, or other related docunents.
The standard | anguage appears in Chapter 3 of Handbook
11.

Di sposal

Section 605 of the FAA states: "...Any comopdities...so
retai ned may be di sposed of without regard to
provisions of lawrelating to the disposal of property
owned by the United States Government, when necessary
to prevent spoil age or wastage of such commodities...or
to conserve the usefulness thereof...." The Assistant
to the Adm nistrator for Managenent has the authority
to di spose of Agency property pursuant to this Section.
The authority is further del egated in accordance with
Agency practice to other AID officials under 1100
series of redel egations of authority. (See Handbook
5.) Before the Section 605 authority can be used, a
determ nation nust be nmade that it is necessary to
di spose of the retained property in order to prevent
spoi | age or wastage or to conserve the property's
useful ness. Once this determnation is nmade, it is
passed on to the Ofice of Procurenment (M SER/ OP) or
any other office that is nade responsible for the
specific disposal, for inplenmentation. Such a
determ nati on and appropriate del egations to the office
which will be responsible for disposal are required
bef ore di sposal action may be initiated.

nation and Vesting Actions
Gener al

The type of action which is appropriate in order to



control comodity novenents to the cooperating country
wi || vary dependi ng upon the speed and conpl et eness
with which AID wi shes to suspend or term nate
assistance. At one extrene, a gradual termnation
mght be limted to restrictions on the issuance of any
new L/ COM s or other inplenmenting docunents, thereby
bl ocki ng new procurenent while permtting procurenents
al ready under way to be conpleted. At the other
extreme, the urgency of the situation mght require
diverting commodities already enroute to the
cooperating country. The neasures taken should be
appropriate to AID s objectives in the suspension or
term nation of assistance.

Suggested Actions

Suggest ed bel ow are actions to be taken or consi dered
when the intent is to cut off the novenent of
commodities to the cooperating country as conpletely
and as swiftly as possible. If sonething | ess than a
conplete and inmediate cutoff is desired, the steps

t aken shoul d be nodified accordingly. The order of the
proposed actions is not necessarily intended to
indicate priorities, since the aimwould be to do
everything as soon as possible. A vesting order by the
Admi ni strator nust be issued before sone of these
actions may be undertaken. M SER/ PPE has on file and
wi |l rmake avail abl e exanpl es of a vesting order and

ot her vesting or disposition actions as well as sanples
of many docunents discussed in this chapter. Appendix
11A lists these file materials. The responsibilities
for the various actions will follow the functional
responsibilities of the AID offices involved, but in
practice what is likely to emerge is a teameffort
involving principally the Ofices of the General
Counsel, O fice of Procurement, and Financi al

Managenent under the | eadership of the pertinent
CGeographi c Bureau. Appropriate actions include the
fol | ow ng:

a. Identify the agreenents under which commodities
are being financed, verify AID s precise suspension

ri ghts under each agreenent, ascertain the funds
remai ni ng avail able for coomodities in each agreenent,
and determ ne whether all or only sone of the
agreenents are to be nade subject to the decision to
suspend.

b. Take formal action to suspend or cancel commitnent
docunents, and give the Borrower/ Grantee (B/ G pronpt
notice of this action.

C. Contact by tel ephone (confirmng by telegram U.S.



banks holding L/COMs and instruct themnot to issue,
advi se, confirm anend, extend or review any letters of
credit under designated L/COMs. Banks should al so be
instructed to furnish M SER/ OP, by tel ephone (confirned
by tel egram, the bal ance available for cancellation in
each L/COM If required, L/COM banks should be
requested to furnish copies of outstanding letters of
credit.

d. Stop approvi ng Comodity Approval Applications
(form AID 11) under designated assi stance agreenents.
Use forns AID 11, as they are submtted, as a nethod of
identifying suppliers who may have outstandi ng
contracts. Review recently approved fornms AID 11 to
identify suppliers who may not yet have made shi pnent.

e. Contact identified suppliers by tel ephone or
telegram informng themthat AID is considering
invoking its rights under AID Regulation 1 (Sections
201. 43 through 201.46) or corresponding rights
appearing in contracts under project assistance.
Suppliers should be requested to furnish MSER/ OP with
a report of the status of the commdities under each of
their letters of credit. They should be instructed,
pendi ng further advice fromAID, to halt manufacture of
customitens, hold any finished itens not yet in
transit, and instruct freight forwarders to hold goods
i n warehouses rather than permtting themto be | oaded
on vessel s.

f. Consi deration should be given to diversion of
vessel s carrying Al D-financed cormmodities to the
cooperating country. AID s rights to require diversion
stens fromthe inclusion in charter parties, bills of

| andi ng, or other ocean shi pping docunents of a

di version cl ause substantially simlar to that
appearing in Section 201.43 of AID Regulation 1. Such
clause is not routinely put in shipping docunents, but
consi deration should be given to including it when the
possi bl e need to divert cargoes is anticipated. Even
in the absence of such a clause, carriers, particularly
U S. flag ships, may be responsive to a diversion
request fromthe U S. CGovernnent. Vessels carrying

Al D-financed commodities under charter ternms can be
identified readily, since charters nust be approved by
M SER/ OP. Diversion of these cargoes is both inportant

and feasible. In the case of |liner novenents, an
exam nation of recent docunents submtted by suppliers
for paynment mght identify liners still en route with

Al D-financed cargo. A nore direct source of
information m ght be the shipping |lines known to
furnish liner service between the United States or

ot her eligible source countries and the cooperating
country. A decision to divert requires determ nation



of an alternative destination. |In selecting an
alternative destination, it is inportant to consider
both the disposition of the cargo and the availability
of freight adjustnment under applicable tariffs.

Di versi on may be unnecessary where the cooperating
country is |l andl ocked. The goods can be offl oaded at
t he usual port and held there pending disposition.

g. Instruct the USAID in the cooperating country to
take action as appropriate and feasible to suspend
procurenent under |ocal contracts and to report to
AlD)Won the status of such contracts with
recomendations for further actions. Request the USAID
to furnish identification of and status report on

USAI D-i ssued PIQ C s.

h. M SER/ OP shoul d contact GSA, other U.S. agencies,
and comrerci al procurenent agents that are procuring
for B/G prograns and instruct themto suspend
procurenent actions, to pass necessary instructions to
suppliers and to report to AID)Won the status of

i ndi vi dual procurenents.

i Speci al treatnment may be necessary in connection
with P.L. 480 and voluntary agency shipnments if

humani tarian or other considerations make a full,

i mredi ate cutoff of assistance inpossible or
undesirable. The Ofice of Food for Peace will need to
explore with the Departnent of Agriculture the
feasibility of suspending or termnating all or

speci fic segnents of progranms under its agreenment with
the BIG Attention wll also have to be given to
commodi ti es bei ng made avail abl e through the Food and
Agriculture Organization of the United Nations, UN CEF
vol untary foreign agencies, and Foreign D saster
Assi st ance.

11D. Disposition of Al D vested Conmodities

1. Gener al
a. In a brief chapter such as this, no attenpt can be
made to anticipate the many problens which will arise after

the i medi ate objective of cutting off the novenent of
commodities to the cooperating country has been achi eved.
There will inevitably be problems of what to do with the
comodi ti es whose novenent was di srupted and what the
financial settlements will be with parties who have been
injured by the overriding of contracts. |In sonme cases, it
may prove to be in the interest of all concerned, including
the U S. Governnent, to |let sone comobdity novenments resune
after there has been an opportunity to eval uate the
consequences. Appropriate responses can be found only by



review ng the actual situation

b. The bal ance of this chapter contains gui dance
based upon AID s experience gained during actual closeouts.
The guidance is witten with the assunption that the Ofice
of Procurenment has been given the responsibility for
handl i ng the di sposal of vested commoditi es.

2. Commodity | nventories

The O fice of Procurenent nust arrange to have
inventories made and reported as soon as possible so that
the content of all vested shipnents can be exam ned in order
to establish compdity descriptions, exact quantities, and
prices. Shipments in U S. ports should be inventoried in
t he sane manner as those overseas.

3. Commodi ty Categories

a. Al D-vested commodities fall into three general
cat egori es:

(1) Conmodities which nust be di sposed of
expeditiously to prevent wastage or spoilage or to conserve
t hei r useful ness,

(2) Donestic excess property, and
(3) Foreign excess property.

b. The distinction between foreign and donestic
| ocation has inportant inplications for disposition of the
commodities. The General Services Administration (GSA) has
little, if any, interest in overseas property; however, GSA
has substantial interest in the way in which disposition is
made of Al D-vested conmodities |located in the United States.

C. Commodi ties subject to waste or spoil age derive a
speci al status through provisions of Section 605(a) of the
Forei gn Assistance Act, and GSA asserts no jurisdiction over
such Al D-vested property, whether it is located in the
United States or overseas.

4. Di sposition Priorities

The priorities for disposition of Al D vested
commodities in each general category are as foll ows:

a. Comodi ti es Subject to Wastage or Spoil age
Di sposition is made by whatever nethod is fastest

and nost advant ageous pursuant to good busi ness
practices. This applies to commpdities |ocated in
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Preli

the United States and over seas.
Commodities Located In United States
(1) Use in other AID prograns.

(2) Limted negotiated sales to original
suppliers or producers, after consultation with
GSA.

(3) Sales on a reinbursenent basis to other
Gover nment agencies, w th GSA assi stance.

(4) |If GSA does not agree on reinbursenent,
referral to GSA for disposition under provisions
of the Federal Property and Adm nistration

Servi ces Act.

Commodi ti es Located Over seas
(1) Use in other AID prograns.

(2) Solicitation of offers fromoriginal U.S.
suppliers, or fromother prospective U S. buyers
on either a formal or informal basis, whichever
nmethod is likely to result in the highest return.
This may involve direct comruni cati on addressed
to sel ected prospective buyers, or advertisenent
in appropriate publications.

(3) Public sales by formal bid, advertised in the
United States as well as appropriate overseas
| ocati ons.

m nary Arrangenents and Procedures
Staffing

(1) Because of the need to divert shipnents to
safe ports when assistance is term nated, vested
commodi ties may be | ocated in nunerous ports
overseas as well as in the United States. It may
be necessary to assign Al D personnel to many of

t hose | ocations to undertake vesting and di sposal
actions. Personnel requirenents wll vary
dependi ng upon the nunber of shipnments |located in
each port (e.g., based on experience, five hundred
shipnents in one port required four AID enpl oyees,
one of whomwas a secretary, while in another port
two enpl oyees were required to dispose of sixty
shi pments). Personnel with commodity and contract
managenent experience should be given priority for
such assignnments. In each |ocation one AID



enpl oyee must be given contract authority in order
to arrange warehouse or other storage space,

of fi ce space, drayage, etc., and to sign sales
contracts.

(2) WWen personnel are sent abroad to be directly
responsi ble to M SER/ OP (when the di sposal
responsibility is so delegated), it is desirable
to establish Regional Comodity Managenent O fices
(RCMJ s). Cables and other conmunicati ons may
then be routed to such office w thout creating
confusion within the USAID or U S. Enbassy or
Consul ate, which will be called upon to provide
some degree of adm nistrative support. Staff

requi renments may best be arranged through
tenporary assignnments from M SER/ OP or through
personnel fromthe USAID(s) being closed out or
reduced in size. Wthin 10 working days after the
est abli shment of an RCMO or simlar activity where
it appears the estimated value of the commodities
and claims will exceed $100, 000, the nearest
Ofice of the Inspector General should be
contacted to assure that the proposed di sposal
arrangenents w Il provi de adequate controls.

Addi ti onal Services

(1) AID nmy seek the assistance of GSA and

Def ense Logi stics Agency in conducting overseas

sal es of surplus property; however, the RCMO or

USAI D personnel will be responsible for overseas
sal es arrangenents.

(2) Were large volunes of vested commodities are
| ocated in overseas ports, use of the services of
a port authority or simlar organization my be
sought in arranging sales. Such organizations are
of ten experienced in handling sales of distressed
mer chandi se and nay be in a good position to
assist. Fees for such services should be
negoti at ed.

Prelimnary Actions

(1) The first task confronting the personnel
charged with closing out the delivery of

Al D-financed commpdities is to contact the ocean
carriers' local agents in order to obtain copies
of all bills of lading presumed to cover

Al D-financed or Al D owned shipnments. Wen

shi pments are identified, the carriers need to be
informed that title has been vested in AID, even

t hough their U S. or hone offices nay have already



alerted themin response to instructions from Al D.
Many, if not all, ocean carriers may insist upon
some witten indemity prior to rel ease of
shipnments to AID. Subject to prior approval by
the GCC in AIDW such indemity may be routinely
i ssued by the RCMO or USAI D upon request by the
carriers' agents. Thereafter, warehousing
arrangenments nust be made or understandi ng reached
t hat shi pments remain where al ready warehoused to
be rel eased only upon witten authority formthe
RCMO or desi gnated USAID official.

(2) Commodities unloaded in the United States
shoul d be noved into the nearest GSA warehouse(s)
after obtaining concurrences from GSA. They
shoul d be held there while M SER/ OP di sposes of
commodities subject to spoilage or wastage or
determines if the comobdities can be used by ot her
Al D activities.

Di sposi tion Procedures

Procedures for disposal of vested comodities, whether

| ocated in the United States or overseas, are discussed
bel ow. All disposal arrangenents should foll ow
adequate audit trace principles.

a. Commodi ti es Subject to Wastage or Spoil age

(1) Property subject to wastage or spoil age
derives a special status through provisions of
Section 605(a) of the Foreign Assistance Act. GSA
asserts no jurisdiction over such Al D vested
property whether it is located in the United

St at es or overseas.

(2) It is the responsibility of MSER/OP to
identify commodities which are subject to wastage
or spoilage and commodities which should be

qui ckly di sposed of to conserve their useful ness.
After a determ nation has been made by the
appropriate official that these commodities are
subj ect to the provisions of Section 605(a),

M SER/ OP is responsi bl e for disposing of them
RCMO s or responsi bl e USAI D personnel shoul d be
instructed to seek out such shipnments, report them
to MSER/ OP and send in inventories pronptly. 1In
this category are such commodities as dyestuffs,
pharmaceutical s, pesticides, and various chemnicals
whi ch m ght deteriorate due to heat or cold or

whi ch readily absorb npisture. Further, it should
be determ ned whether commodities will be stored
outside. Any prolonged outside storage of



commodi ties which may becone damaged by water

sun, etc., should be avoided. To conserve the
useful ness of such comvodities, disposal should be
initiated pronmptly.

(3) Because commodities in this category may be
di sposed of without regard to provisions of |aw,
no distinction between U. S. and overseas
procedures is required. Although there is no
requi renent that these comodities be referred for
use in other AID activities, this should be
consi dered. Methods of disposal should be
tailored to fit the circunstances: sell back to
original producers of suppliers, issue form

| FB's for sale, negotiate sales with comrerci al
firms.

Use in OGher Al D Prograns

(1) The first priority in disposing of AlD vested
commodities is to attenpt to find a use for them
in other AID progranms. As a practical matter,
this involves | ooking for projects or other
activities simlar in scope to the term nated
progranms since the commobdity requirenments m ght be
simlar. The costs of staff time, warehousing,
and special handling such as splitting shipnents
may outwei gh any benefit of transfers to other AID
prograns. However, the possibility of such
transfer should be explored if at all feasible,
and this should be done within very short
deadl i nes.

(2) An AID program which receives Al D vested
commodi ties nmust reinburse, with its own
appropriated funds, the program from which the
commodities were transferred. Prices should be
set so as not to exceed those which would be paid
wer e shipnments nade directly fromthe producing
country to the destination. Any windfall to a
particul ar country which results fromreceiving
maj or commobdity transfers w thout reinmbursenent
woul d be contrary to the intent of the original
appropriation approval s.

(3) It may prove difficult to match vested
commodi ties agai nst specific needs of other AID
prograns, particularly if many of the commodities
affected were financed under Commodity | nport
Progranms. Such comodities nmay be unique in order
to meet distinct market requirenents; e.g., yarns,
pharmaceuticals, chem cals, spares or replacenent
parts. Qher conmodities may have custom



characteristics which limt their utility in other
Al D prograns. As inventories are conpleted on
vested comodities, information fromthe
inventories should be referred to M SER/ OP whi ch
wi |l make the determ nati ons on what commodities
m ght be usable in prograns of the various Bureaus
and establish dates to allow the Bureaus to reach
a decision. In addition, it may be necessary to
provi de Bureaus wi th manufacturers' brochures and
cal cul ations on cost and freight. The process of
referrals to the Bureaus should continue until al
inventories are conpleted and circul at ed.

C. O fering Vested Coomodities to Original Suppliers
or Producers

(1) The Ofice of Procurenent will decide which
vested comodities are excess to the needs of

ot her AID prograns and will contact original
suppliers and producers or their authorized agents
to see whether they are interested in repurchasing
the comodities. Suppliers or producers nmay
provide AID with the nost prom sing opportunity to
di spose of the goods pronptly at advant ageous
terms. \Were proprietary or brand itens are

i nvol ved, the original seller or producer nay not
want to have its goods nove outside of established
di stribution channels and may, therefore, offer a
favorable price. MSER/OP wll send telegranms to
suppliers and producers stating that if they are
interested in repurchasing the commodity, they
shoul d make an offer by a specific date.

(2) In certain instances, suppliers may be
willing to accept return of shipnments for credit.
Acceptance is generally subject to inspection
upon return, perhaps with a restocking charge.
Whenever the supplier is a U S. Governnent entity,
such as a Defense Depot or GSA, such returns can
be easily arranged.

(3) Wen return is agreed upon, shipnments may be
made via APO FPQO, or international parcel post
or, in cases where ocean transportation is
necessary, by consignnment to an appropriate U. S.
Di spatch Agent with instructions to forward the
shi pnment to the designated U.S. supplier.

(4) Procedures nust be established for AIDDWto
be fully infornmed so that refunds may be controlled. In
nost cases, returns for credit involve |ow value itens which
do not lend thenselves to being sold pursuant to fornal
bi ddi ng or negoti ated sal es procedures where the goods are



| ocated. Also, if sales efforts overseas prove unsuccessfu
and equi prent having a sizeable val ue nust be sold for
scrap, return for credit mght far exceed what could

ot herw se be realized.

(5) It is recommended on all returns for credit
to commercial suppliers that it be clearly stated fromthe
outset that the credit is to be paid to AID, not to remain
as a credit bal ance against future purchases. Experience
has shown that returns to commercial suppliers require
considerable tine and effort before refunds are actually
remtted to AIDDW Refunds should be directed to the Ofice
of Procurenent or other designated office where proper
identification can be provided before they are sent to the
O fice of Financial Mnagenent.

d. Transfers to the General Services Adm nistration
(GSA)

(1) After having queried Regional Bureaus on
what ever m ght be used by them and after making efforts to
sell comodities back to original U'S. suppliers or to other
prospective buyers, the next step is to report renaining
property located in the US. to GSA. This is done in
accordance with the Federal Property and Adm nistrative
Services Act of 1949, as anended. Prelimnary discussions
shoul d be held between AID and GSA to assure a snooth
operation, and to preclude any m sunderstandi ngs on the
authority of the above Act and the Foreign Assistance Act.

(2) Although GSA has no jurisdiction over

di sposition of AID overseas vested property, GSA
may be interested in acquiring certain commodities
included in the overseas inventories, so these
shoul d be reported to GSA al so. For exanpl e,
certain comodities m ght not be di sposed of at
ot her than scrap prices, but if they were in the
United States they could be put to a useful
purpose. GSA will be given the opportunity to

i nspect the property. GSA's interest, if any,
wi |l be bal anced against AID s opportunity for
recovery of funds through sale to private buyers.
After considering the econom cs of doing so,

sel ected cormmodities nmay be shi pped back and
reported to the GSA as donestic excess.

(3) Although comodities are reported to GSA as
excess and held in GSA's warehouses, any storage
charges are for the account of AID until eventual
di sposal

(4) There are four basic disposal procedures used
by GSA: (a) transfer to eligible Federal, state,



or | ocal organizations wthout reinbursenment; (b)
transfer to certain organizations with

rei nbursenent directly to AID, such rei nbursenent
is usually no nore than 20% of the original

Al D-financed FOB cost; (c) transfer against an
"Application for Donation" to states' surplus
property agencies; and (d) public sale.

(5) The "Report of Excess Personal Property"”
Standard Form 120, should be sent with a letter to
the GSA office through which all transfers of
property are routed, regardl ess of |ocation.
Acknowl edgenent by the GSA Region in which the
property is located is generally acconplished by
return of a copy of the original formSF 120 with
a GSA assigned control nunber. After disposition,
the O fice of Procurenent will be sent a copy of
form SF 122, "Transfer of Excess Personal
Property"”, which indicates the consignee. Wen
there is to be sone reinbursenent, the Ofice of
Procurenment nust follow up and either bill the
consignee or determne if paynent is to be nmade

t hrough GSA or anot her channel .

(6) Under donation procedures, M SER/ OP receives
information copies of form SF 123, "Application
for Donation of Surplus Personal Property";
however, unless a second copy is received show ng
that the application was approved by GSA, itens
are not considered as transferred. |If GSA
approves transfer no further forns are issued, and
t he approval date is considered as the transfer

dat e.

Public Sale by AID
(1) General

When commodities | ocated overseas cannot be used
in other AID programs and attenpts to negotiate
sale or return to the original suppliers or
producers prove unsuccessful, the commodities
shall be publicly sold by AID. Conmodities which
are subject to wastage or spoilage may al so be
sold by AID. The procedures to be used for such
sal es are expl ai ned bel ow.

(2) Publicizing

Si nce successful disposal of commodities wll
require the participation of comercial firns,
advertising the opportunity to purchase such
comodities is essential. At |east four weeks



before bid opening (or date for receipt of

offers), AIDs Ofice of Small and D sadvant aged
Busi ness Utilization should be given information
to publish in an AID Procurenent |Information
Bulletin. The Ofice of Small and D sadvant aged
Business Utilization will also publish a notice in
t he Conmerce Business Daily. Depending on the

ci rcunst ances, consideration should be given to
usi ng commerci al newspaper ads and trade
publications also. For overseas sales, newspapers
in the area where the sales will take place may
reach a | arge nunber of prospects.

(3) Formal Sal es Procedures

(a) Conmodities |ocated in overseas ports
shall be sold under formal bid procedures,
except that those subject to wastage and
spoi | age may be sol d through negoti ati on.
Formal bi ddi ng nay be conducted using GSA s
Standard Form 114, "Sale of Governnent
Property - Bid and Award,"” and attachnents,
or docunents may be devel oped to fit |ocal
needs. Bid docunents shoul d include
"Additional Sealed Bid Conditions". A
"Statenment Regarding Disposition and Use of
Property" must be submtted by each bidder.
| f formal bidding procedures are used to

di spose of commvpdities |ocated in the United
States, Standard Forns nmust be used.

(b) Copies of all bid announcenents and
rel ated docunents should be sent to M SER/ OP
- one copy by air pouch, another by airmail.
Normal |y, two weeks should be allowed after
mailing to permt bid announcenents to be
rel eased sinultaneously in Washington and in
the country where the comodity is | ocated.
Bi dders shoul d be all owed twenty-one days
fromthe date of release of the bid
announcenent for submtting their bids.
Awar ds shoul d be nmade within three weeks
after bid opening.

(4) Negotiated Sal es Procedures

(a) There are three situations in which A D
shoul d negotiate sales. One is to expedite
di sposal to prevent wastage or spoil age of

ei ther domestic or foreign excess property.
Anot her is when formal bidding results in no
offers or in unacceptable offers. The third
is when cormmodities are sold back to the



original suppliers or producers.

(b) For negotiated sales, offers are
submtted on Standard Form 114E, "Sal e of
Government Property, Negotiated Sal es
Contract,"” with Standard Form || 4c, "Sale of
Governnent Property, General Sales Terns and
Conditions," as an attachnment. For overseas
sal es, additional bid conditions are

i ncluded. The offeror nust also submt a
"Statenment Regarding Disposition and Use of
Property."

(c) Wen an offer is acceptable, the SF 114E
will be signed by an AID official with
appropriate contracting authority and w |l
constitute a sales contract. Upon paynent by
t he purchaser, MSER/OP will notify the
appropriate GSA office in the United States
or the AID office in the country where the
goods are located to rel ease the goods to the
pur chaser.

11E. Settlenents
1. | nt roducti on

a. When assistance is term nated and shipnments to the
cooperating country are prohibited, AID will nmake
appropriate paynment to suppliers who have not received
paynent for commodities to which AID has taken title. 1In
lieu of accepting title, AID nmay negotiate with the supplier
such other settlenments as are equitabl e under the
circunstances. Settlenments with carriers and nmarine
insurers nay al so be necessary when vessels are diverted
bef ore reaching the cooperating country.

b. One inportant determ nation to be nade when
assistance is termnated is who will have authority to
settle clains. The vesting determ nation should include
authorization to make settlenments with suppliers. Authority
to take extraordinary contract actions such as arrangi ng
settlements with suppliers has been delegated to the
Associ ate Assistant to the Adm nistrator for Managenment in
Del egation of Authority No. 1170, Handbook 5.

2. Settlements with Suppliers
a. Notification
(1) As soon as there is a definite decision to
term nate assistance a tel egram should be sent to

U. S banks requesting that they report al
outstanding letters of credit under AID Letters of



Conmi t nent s.

(2) Suppliers with outstanding letters of credit
shoul d be sent telegrans and |etters requesting
themto advise AID on the status of their
transactions. They should be requested to di spose
of the commodities through their normal course of
business if AID has not taken title. Suppliers
shoul d be cautioned that if the conmmodities in
guestion cannot be di sposed of w thout sustaining
a financial |oss which the suppliers cannot or do
not wish to bear, it will be necessary for the
suppliers to hold the commobdities and contact Al D
for instructions.

Settl enent Actions

(1) CQutstanding letters of credit involving
unshi pped commodities generally fall into three
categories: (a) the supplier has not begun work,
so AID has no liability; (b) the supplier can
return items to stock or sell the comodities at
little or no extra cost (e.g., an order for which
Al D agrees to pay a supplier $210 for the cost
incurred in packaging, crafting, and preparing
comodi ties val ued at $3,943 for shipnent to the
cooperating country; AID pays a conpany $2,295 to
cover cancellation costs for a shipnment val ued at
$62, 730); and (3) the supplier cannot sell the
commodities due to special characteristics

requi red under AID financing (e.g., the supplier
contends that it had advertised worldwi de in an
effort to sell made-to-order needl e bearings

val ued at $26, 118 and AID then allows scrap val ue
and settles the claimfor $23,811).

(2) To help make such decisions, the office
responsi ble for settlenment (usually the Ofice of
Procurenent) nay establish an ad hoc conmttee

whi ch woul d i ncl ude representatives from ot her
appropriate offices, such as General Counsel, the
CGeographi ¢ Bureau, and Fi nanci al Managenent. This
commttee can then be responsible for review ng
and approving or disapproving proposed settl enents
based on equitability for both AID and the
supplier. AID auditors should verify supplier

cl ai ns.

3. Settlenments with Carriers

a.

result

The i ssuance of such an order to carriers can

in clains by the carriers against AD for additional

conpensation, or in clainms by AID against carriers in



i nstances where AIDis entitled to recover fromthe carrier
a portion of the freight which AID has financed for the
di verted consi gnnents.

b. In the case of |iner operators who have executed
the form AID 282, "Supplier's Certificate and Agreenent
with the Agency for International Devel opment,” or the
form Al D 1450-4, "Supplier's Certificate and Agreenent
with the Agency for International Devel opment for
Project Cormodities,” any settlenments with the carriers
are to be in accordance wth the maxi mum perm ssi bl e
freight as stipulated in Section 201.67(a)(4), AID
Regul ation 1 or in paragraph 3 of the form Al D 1450-4,
as appropriate. Any requests for additional
conpensation in excess of that allowed by these
certificates wll be denied. The Transportation
Division of MSER/OP also reviews the freight financed
for each diverted consi gnnment when the circunstances
indicate that AID may be entitled to an adjustnent and
partial refund of freight fromthe carrier, by virtue
of the difference in tariff rates and charges between
the original port of discharge, and those applicable to
t he diversion port(s). Wien this review establishes
that AID may be entitled to a refund, M SER/ OP issues a
letter claimto the carrier for the refund.

C. In the case of chartered shipping, the terns of
the charter party, normally executed by the carrier and
the BfGor its agent, dictate the freight entitlenents
of the carrier. Wen AID vests title to the
commodities carried under the charter party, the
Transportation Division of MSER OP, which approved the
charter in accordance with AID s requirenent, mnust
attenpt to renegotiate the delivery and freight terns
of the charter with the carrier. This is normally done
by tel ephone and confirmed in witing between Al D and
the carrier. Depending upon the terns of this
renegotiation and the circunstances of the altered
delivery, the carrier may be entitled to additional
conpensati on over that prescribed in the original
charter, or the carrier's original entitlement nmay be
reduced.

4. Settlenment with Marine I nsurers
a. Adj ust nent s

(1) Wen a B/G has used AID financing for marine
i nsurance on commodity shipnents, and Al D diverts
t hese shipnents to alternate destinations, Al D may
in sone instances be entitled to an adjustnent and
partial refund fromthe insurers of the prem uns
whi ch AID has financed. This can occur when, in



fact, the insured risk did not attach, by virtue
of AID s diversion actions.

(2) MSER/OP's Transportation Division and GC
review the insurance coverage of any consignnments
diverted to alternate destinations and take action
to obtain appropriate refunds fromthe insurers
when circunstances warrant such action. AID s
entitlement to such adjustnment is based on the
provisions of the formAID 282, or the formAID
1450-4, as executed by the insurer, thereby
[imting the maxi mum price of incidental services
as specified in subpart G of AID Regulation 1 or
in paragraph 3 of the form Al D 1450-4,
respectively.

b. Clains for Loss

In the term nation of a program instances nmay
occur where an Al D-financed insured consignnent is
lost; e.g., it is of record as shipped but not
recorded as delivered to the original destination
or to the alternate destinations specified in

AlD s diversion orders to the carriers. Wen such
an instance of loss is identified, MSER OP, with
GC concurrence, clains the CF value of the
consignment fromthe insurer. The claimincludes
AlD s entitlenent, by virtue of the circunstances,
its vesting action, and the provisions of AID
Regul ation 1, as nade applicable by the insurer's
execution of formAID 282 or the provision of form
Al D 1450-4.

11F. Accounting and Control of Sal es Proceeds

1

Overseas Sal es Proceeds

a. Al l proceeds should be deposited with the | ocal
U S. Disbursing Ofice (USDO for credit to an AID
suspense account .

b. A certificate of deposit issued by the USDO shoul d
i ncl ude appropriate transaction identification

nunber (s) which will identify the itenm(s) sold. The
Regi onal Controller's Ofice will use this
docunentation to relieve the commodity accountability
and forward a copy to the Program Accounting and

Fi nance D vi sion of Financial Managenent (M FM PAFD.)

C. M FM PAFD wi I | periodically prepare a SF 1097,
"Voucher to Effect Correction of Error,"” which wll
transfer the funds fromthe suspense account and credit
the applicable Appropriation/Allotnment which initially



funded the commodity procurenent.
2. Transfer of Vested Commodities to or Through USAI D

a. When making a transfer request, the USAID shoul d
i ndicate the appropriate funding citation.

b. The Regi onal Controller's Ofice will use shipping
docunents and the transfer request to relieve the
commodity accountability.

C. A copy of the transfer request, shipping docunents
and appropriate transaction reference nunbers shoul d be
forwarded by the Regional Controller to M FM PAFD.

d. M FM PAFD wi || prepare a journal voucher to credit
the applicable Appropriation/Allotnment that initially
funded the commodity procurenent and will prepare an
Advi ce of Charge to the Mssion fund citation

3. Sal es of Vested Commpdities in the United States

a. Proceeds are to be forwarded to M FM PAFD f or
deposit to the suspense account.

b. M FM PAFD wi Il notify the Regional Controller's
O fice of sales by appropriate transacti on nunber so
that the Regional Controller can relieve the commodity
accountability. (A sanple nenorandumis listed in
Appendi x 11A)

C. M FM PAFD wi || periodically prepare an SF 1097,
"Voucher to Effect Correction of Error,"” which will
transfer the funds fromthe suspense account and credit
t he applicable Appropriation/Allotnment which initially
funded the commdity procurenent.

11G Adjustnent of Clainms Related to AID s Sale of Vested
Commodi ti es

1. AlD s general policy is to sell vested commodities on
an "as is, where is" basis. In this way Al D nmanages to
expedite sales of coomodities with mninmumliability for

| oss or damage for the itens sold. In exceptional

ci rcunstances AID may sell these commodities on a basis
whi ch all ows buyers to reject broken cartons or other hidden
damage. For exanple, druns of chem cals and dyes may be
found enpty or water |ogged, contents of cartons of yarns
may have deteriorated because of water or other damage, or
boxes of parts may be found to have been m xed up or | ost
while in storage.

2. Any clainms by the buyer for adjustnment or refund are



reviewed by the O fice of Procurenent and the O fice of the
General Counsel, in light of the facts surrounding the sale
and the terns of the sales contract, and an appropriate

di sposition i s made.

3246s_W042502



