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commodity (or any part thereof) is de-
termined to be unfit for the authorized
use, the Cooperating Sponsor shall no-
tify the Agricultural Counselor or At-
tache of the circumstances pertaining
to the loss or damage. With the concur-
rence of the Agricultural Counselor or
Attache, the commodity determined to
be unfit for authorized use shall be dis-
posed of in the following order of pri-
ority:

(i) By transfer to an approved USDA
sponsored program for use as livestock
feed. FAS 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;

(ii) Sale for the most appropriate use,
i.e., animal feed, fertilizer, or indus-
trial use, at the highest obtainable
price. When the commodity is sold, all
U.S. Government markings shall be ob-
literated or removed,

(iii) By donation to a governmental
or charitable organization for use as
animal feed or for other non-food use;
or

(iv) If the commodity is unfit for any
use or if disposal in accordance with
paragraph (b)(1)(i), (ii) or (iii) of this
section is not possible, the commodity
shall be destroyed under the observa-
tion of a representative of the Agricul-
tural Counselor or Attache, if prac-
ticable, in such manner as to prevent
its use for any purpose.

(2) Actual expenses incurred, includ-
ing third party costs, in effecting any
sale may be deducted from the sale pro-
ceeds and, if the commodities were in-
tended for direct distribution, the Co-
operating Sponsor shall deposit the net
proceeds with the U.S. Disbursing Offi-
cer, American Embassy, with instruc-
tions to credit the deposit to an ac-
count as designated by FAS. If the
commodities were intended to be sold,
the Cooperating Sponsor shall deposit
the gross proceeds into the special in-
terest bearing account and, after ap-
proved costs related to the handling
and disposition of damaged commod-
ities are paid, shall use the remaining
funds for purposes of the approved pro-
gram. The Cooperating Sponsor shall
promptly furnish to the Agricultural
Counselor or Attache a written report
of all circumstances relating to the
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loss and damage on any commodity
loss in excess of $5,000; quarterly re-
ports shall be made on all other losses.
If the commodity was inspected by a
public health official or other com-
petent authority, the report and any
supplemental report shall include a
certification by such public health offi-
cial or other competent authority as to
the condition of the commodity and
the exact quantity of the damaged
commodity disposed. Such certifi-
cation shall be obtained as soon as pos-
sible after the discharge of the cargo. A
report must also be provided to the
Chief, Debt Management Division,
KCMO/DMD, of action taken to dispose
of commodities unfit for authorized
use.

§1599.14 How is liability established
for loss, damage, or improper dis-
tribution of commodities?

(a) Fault of Cooperating Sponsor prior
to loading on ocean vessel. The Cooper-
ating Sponsor shall immediately notify
KCCO, Chief, Export Operations Divi-
sion if the Cooperating Sponsor will
not have a vessel for loading at the
U.S. port of export in accordance with
the agreed shipping schedule. FAS will
determine whether the commodity will
be: Moved to another available outlet;
stored at the port for delivery to the
Cooperating Sponsor when a vessel is
available for loading; or disposed of as
FAS may deem proper. The Cooper-
ating Sponsor shall take such action as
directed by FAS and shall reimburse
FAS for expenses incurred if FAS de-
termines that the expenses were in-
curred because of the fault or neg-
ligence of the Cooperating Sponsor.

(b) Fault of others prior to loading on
ocean vessel. The Cooperating Sponsor
shall immediately notify the Chief,
Debt Management Office, KCMO/DMD,
when any damage or loss to the com-
modity occurs that is attributable to a
warehouseman, carrier, or other person
between the time title is transferred to
a Cooperating Sponsor and the time
the commodity is loaded on board ves-
sel at the designated port of export.
The Cooperating Sponsor shall prompt-
ly assign to CCC any rights to claims
which may arise as a result of such loss
or damage and shall promptly forward
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to CCC all documents pertaining there-
to. CCC shall have the right to initiate
claims, and retain the proceeds of all
claims, for such loss or damage.

(c) Survey and outturn reports related
to claims against ocean carriers. (1) If the
Program Agreement provides that CCC
will arrange for an independent cargo
surveyor to attend the discharge of the
cargo, CCC will require the surveyor to
provide a copy of the report to the Co-
operating Sponsor.

(2)(i) If the Cooperating Sponsor ar-
ranges for an independent cargo sur-
veyor, the Cooperating Sponsor shall
forward to the Chief, Debt Management
Office, KCMO/DMD, any narrative
chronology or other commentary it can
provide to assist in the adjudication of
ocean transportation claims and shall
prepare such a narrative in any case
where the loss is estimated to be in ex-
cess of $5,000.00. The Cooperating Spon-
sor may, at its option, also engage the
independent surveyor to supervise
clearance and delivery of the cargo
from customs or port areas to the Co-
operating 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 to the Chief, Debt Management
Office, KCMO/DMD, the names and ad-
dresses of individuals who were present
at the time of discharge and during
survey and who can verify the quantity
lost or damaged. For bulk grain ship-
ments, in those cases where the Co-
operating Sponsor is responsible for
survey and outturn reports, the Co-
operating Sponsor shall obtain the
services of an independent surveyor to:

(A) Observe the discharge of the
cargo;

(B) Report on discharging methods
including scale type, calibrations and
any other factor which may affect the
accuracy of scale weights, and, if scales
are not used, state the reason therefore
and describe the actual method used to
determine weights;

(C) Estimate the quantity of cargo, if
any, lost during discharge through car-
rier negligence;

(D) Advise on
sweepings;

(E) Obtain copies of port or vessel
records, if possible, showing quantity
discharged;

the quality of
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(F) Provide immediate notification
to the Cooperating Sponsor if addi-
tional services are necessary to protect
cargo interests or if the surveyor has
reason to believe that the correct
quantity was not discharged; and

(G) In the case of shipments arriving
in container vans, list the container
van numbers and seal 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. To the extent pos-
sible, the independent surveyor should
observe discharge of container vans
from the vessel to ascertain whether
any damage to the container van oc-
curred and arrange for surveying as
container vans are opened.

(iii) Cooperating Sponsors shall send
copies to KCMO/DMD, Chief, Debt Man-
agement Office of all reports and docu-
ments pertaining to the discharge of
commodities.

(iv) FAS will reimburse the Cooper-
ating Sponsor for costs incurred upon
receipt of the survey report and the
surveyor’s invoice or other documents
that establish the survey cost. FAS
will not reimburse a Cooperating Spon-
sor for the costs of a delivery survey
unless the surveyor also prepares a dis-
charge survey, or for any other survey
not taken contemporaneously with the
discharge of the vessel, unless FAS de-
termines that such action was justified
in the circumstances.

(3) Survey contracts shall be let on a
competitive bid basis unless FAS de-
termines that the use of competitive
bids would not be practicable. FAS
may preclude the use of certain sur-
veyors because of conflicts of interest
or lack of demonstrated capability to
properly carry out surveying respon-
sibilities.

(4) If practicable, all surveys shall be
conducted jointly by the surveyor, the
consignee, and the ocean carrier, and
the survey report shall be signed by all
parties.

(d) Ocean carrier loss and damage. (1)
Notwithstanding transfer of title, CCC
shall have the right to file, pursue, and
retain the proceeds of collection from
claims arising from ocean transpor-
tation cargo loss and damage arising
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out of shipments of commodities pro-
vided to governmental Cooperating
Sponsors; however, when the Cooper-
ating Sponsor pays the ocean freight or
a portion thereof, it shall be entitled to
pro rata reimbursement received from
any claims related to ocean freight
charged. FAS will pay general average
contributions for all valid general av-
erage incidents which may arise from
the movement of commodity to the
destination ports. CCC shall receive
and retain all allowances in general av-
erage.

(2) Nongovernmental Cooperating
Sponsors shall: File notice with the
ocean carrier immediately upon dis-
covery of any cargo loss or damage,
promptly initiate claims against the
ocean carriers for such loss and dam-
age, take all necessary action to obtain
restitution for losses, and provide CCC
copies of all such claims. Notwith-
standing the preceding sentence, the
nongovernmental Cooperating Sponsor
need not file a claim when the cargo
loss is less than $100, or in any case
when the loss is between $100 and $300
and the nongovernmental Cooperating
Sponsor determines that the cost of fil-
ing and collecting the claim will ex-
ceed the amount of the claim. The non-
governmental Cooperating Sponsor
shall transmit to KCMO/DMD, Chief,
Debt Management Office information
and documentation on such lost or
damaged shipments when no claim is
to be filed. In the event of a declara-
tion of General Average:

(i) The Cooperating sponsor shall as-
sign all claim rights to CCC and shall
provide CCC all documentation relat-
ing to the claim, if applicable;

(if) CCC shall be responsible for set-
tling general average and marine sal-
vage claims;

(iii) FAS has sole authority to au-
thorize any dispositions of commod-
ities which have not commenced ocean
transit or of which the ocean transit is
interrupted;

(iv) FAS will receive and retain any
monetary proceeds resulting from such
disposition;

(v) CCC will initiate, prosecute, and
retain all proceeds of cargo loss and
damage against ocean carriers and any
allowance in general average; and
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(vi) FAS will pay any general average
or marine salvage claims determined
to be due.

(3) Amounts collected by nongovern-
mental Cooperating Sponsors on claims
against ocean carriers which are less
than $200 may be retained by the non-
governmental Cooperating Sponsor. On
claims involving loss or damage of $200
or more, nongovernmental Cooperating
Sponsors may retain from collections
received by them, either $200 plus 10
percent of the difference between $200
and the total amount collected on the
claim, up to a maximum of $500; or the
actual administrative expenses in-
curred in collection of the claim, pro-
vided retention of such administrative
expenses is approved by CCC. Allowable
collection costs shall not include attor-
neys fees, fees of collection agencies,
and similar costs. In no event will FAS
pay collection costs in excess of the
amount collected on the claim.

(4) A nongovernmental Cooperating
Sponsor also may retain from claim re-
coveries remaining after allowable de-
ductions for administrative expenses of
collection, the amount of any special
charges, such as handling and packing
costs, which the nongovernmental Co-
operating Sponsor has incurred on the
lost or damaged commodity and which
are included in the claims and paid by
the liable party.

(5) A nongovernmental Cooperating
Sponsor 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 carrier’s liability.
Approval of such changes by FAS is
not required regardless of amount.
However, copies of redetermined claims
and supporting documentation or infor-
mation shall be furnished to FAS.

(6) A nongovernmental Cooperating
Sponsor may negotiate compromise
settlements of claims of any amount,
provided that proposed compromise
settlements of claims having a value of
$5,000 or more shall require prior ap-
proval in writing by FAS. When a
claim is compromised, a nongovern-
mental Cooperating Sponsor may re-
tain from the amount collected, the
amounts authorized in paragraph (d)(3)
of this section, and in addition, an
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amount representing such percentage
of the special charges described in
paragraph (d)(4) of this section as com-
promised amount is to the full amount
of the claim. When a claim is less than
$600, a nongovernmental Cooperating
Sponsor may terminate collection ac-
tivity when it is determined that pur-
suit of such claims will not be eco-
nomically sound. Approval for such
termination by FAS is not required;
however, the nongovernmental Cooper-
ating Sponsor shall notify KCMO/DMD,
Chief, Debt Management Division when
collection activity on a claim is termi-
nated.

(7) All amounts collected in excess of
the amounts authorized in this section
to be retained shall be remitted to
CCC. For the purpose of determining
the amount to be retained by a non-
governmental Cooperating Sponsor
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 destina-
tion, irrespective of the kinds of com-
modities shipped or the number of dif-
ferent bills of lading issued by the car-
rier.

(8) If a nongovernmental Cooperating
Sponsor is unable to effect collection
of a claim or negotiate an acceptable
compromise settlement within the ap-
plicable period of limitation or any ex-
tension thereof granted in writing by
the party alleged responsible for the
damage, the nongovernmental Cooper-
ating Sponsor shall assign its rights to
the claim to CCC in sufficient time to
permit the filing of legal action prior
to the expiration of the period of limi-
tation or any extension thereof. Gen-
erally, a nongovernmental Cooperating
Sponsor should assign claim rights to
CCC no later than 60 days prior to the
expiration of the period of limitation
or any extension thereof. In all cases, a
nongovernmental Cooperating Sponsor
shall keep CCC informed of the
progress of its collection efforts and
shall promptly assign their claim
rights to CCC upon request. Subse-
quently, if CCC collects on or settles
the claim, CCC shall, except as indi-
cated in this paragraph, pay to a non-
governmental Cooperating Sponsor the
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amount to which it would have been
entitled had it collected on the claim.
The additional 10 percent on amounts
collected in excess of $200 will be pay-
able, however, only if CCC determines
that reasonable efforts were made to
collect the claim prior to the assign-
ment, or if payment is determined to
be commensurate with the extra efforts
exerted in further documenting the
claim. If documentation requirements
have not been fulfilled and the lack of
such documentation has not been justi-
fied to the satisfaction of CCC, CCC
will deny payment of all allowances to
the nongovernmental Cooperating
Sponsor.

(9) When a nongovernmental Cooper-
ating Sponsor permits a claim to be-
come time-barred, or fails to take
timely actions to insure the right of
CCC to assert such claims, and CCC de-
termines that the nongovernmental
Cooperating Sponsor failed to properly
exercise its responsibilities under the
Agreement, the nongovernmental Co-
operating Sponsor shall be liable to the
United States for the cost and freight
value of the commodities lost to the
program.

(e) Fault of Cooperating Sponsor in
country of distribution. If a commodity,
sale proceeds or program income is
used for a purpose not permitted by the
Program Agreement, or if a Cooper-
ating Sponsor causes loss or damage to
a commodity, sale proceeds, or pro-
gram income through any act or omis-
sion or failure to provide proper stor-
age, care and handling, FAS may re-
quire the Cooperating Sponsor to pay
to the United States the value of the
commodities, sale proceeds or program
income lost, damaged or misused, or
undertake other remedies FAS deems
appropriate. FAS will consider normal
commercial practices in the country of
distribution in determining whether
there was a proper exercise of the Co-
operating Sponsor’s responsibility.
Payment by the Cooperating Sponsor
shall be made in accordance with para-
graph (g) of this section.

(f) Fault of others in country of dis-
tribution and in intermediate country. (1)
In addition to survey or outturn re-
ports to determine ocean carrier loss
and damage, the Cooperating Sponsor
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shall, in the case of landlocked coun-
tries, arrange for an independent sur-
vey at the point of entry into the re-
cipient country and make a report as
set forth in paragraph (c)(l) of this sec-
tion. FAS will reimburse the Cooper-
ating Sponsor for the costs of survey as
set forth in paragraph (c)(2)(iv) of this
section.

(2) Where any damage to or loss of
the commodity or any loss of sale pro-
ceeds or program income is attrib-
utable to a warehouseman, carrier or
other person, the Cooperating Sponsor
shall make every reasonable effort to
pursue collection of claims for such
loss or damage. The Cooperating Spon-
sor shall furnish a copy of the claim
and related documents to the Agricul-
tural Counselor or Attache. Cooper-
ating Sponsors who fail to file or pur-
sue such claims shall be liable to FAS
for the value of the commodities or
sale proceeds or program income lost,
damaged, or misused: Provided, how-
ever, that the Cooperating Sponsor
may elect not to file a claim if the loss
is less than $500. The Cooperating
Sponsor may retain $150 of any amount
collected on an individual claim. In ad-
dition, Cooperating Sponsors may,
with the written approval of the Agri-
cultural Counselor or Attache, retain
amounts to cover special costs of col-
lection such as legal fees, or pay such
collection costs with sale proceeds or
program income. Any proposed settle-
ment for less than the full amount of
the claim requires prior approval by
the Agricultural Counselor or Attache.
When the Cooperating Sponsor has ex-
hausted all reasonable attempts to col-
lect a claim, it shall request the Agri-
cultural Counselor or Attache to pro-
vide further instructions.

(3) The Cooperating Sponsor shall
pursue any claim by initial billings and
at least three subsequent demands at
not more than 30 day intervals. If these
efforts fail to elicit a satisfactory re-
sponse, the cooperating sponsor shall
pursue legal action in the judicial sys-
tem of country unless otherwise agreed
by the Agricultural Counselor or Atta-
che. The Cooperating Sponsors must
inform the Agricultural Counselor or
Attache in writing of the reasons for
not pursuing legal action; and the Ag-
ricultural Counselor or Attache may
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require the Cooperating Sponsor to ob-
tain the opinion of competent legal
counsel to support its decision prior to
granting approval. If the Agricultural
Counselor or Attache approves a Co-
operating Sponsor’s decision not to
take further action on the claim, the
Cooperating Sponsor shall assign the
claim to CCC and shall forward all doc-
umentation relating to the claim to
CCC.

(4) As an alternative to legal action
in the judicial system of the country
with regard to claims against a public
entity of the government of the cooper-
ating country, the Cooperating Spon-
sor and the cooperating country may
agree in writing to settle disputed
claims by an appropriate administra-
tive procedure or arbitration.

(g) Determination of value. The Co-
operating Sponsor shall determine the
value of commodities misused, lost or
damaged on the basis of the domestic
market price at the time and place the
misuse, loss or damage occurred. When
it is not feasible to determine such
market price, the value shall be 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 U.S.
Government in making delivery to the
Cooperating Sponsor. When the value
is determined on a cost basis, the Co-
operating Sponsor may add to the
value any provable costs it has in-
curred prior to delivery by the ocean
carrier. In preparing the claim state-
ment, these costs shall be clearly seg-
regated from costs incurred by the
Government of the United States. With
respect to claims other than ocean car-
rier loss or damage claims, the Cooper-
ating Sponsor may request the Agricul-
tural Counselor or Attache to approve
a commercially reasonable alternative
basis to value the claim.

(h) Reporting losses to the Agricultural
Counselor or Attache or FAS designated
representative. (1) The Cooperating
Sponsor shall promptly notify the Ag-
ricultural Counselor or Attache or FAS
designated representative, in writing,
of the circumstances pertaining to any
loss, damage, or misuse of commodities
valued at $500 or more occurring within
the country of distribution or inter-
mediate country. The report shall be
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made as soon as the Cooperating Spon-
sor has adequately investigated the cir-
cumstances, but in no event more than
ninety days from the date the loss be-
came known to the Cooperating Spon-
sor. The report shall identify the party
in possession of the commodities and
the party responsible for the loss, dam-
age or misuse; the kind and quantities
of commodities; the size and type of
containers; the time and place of mis-
use, loss, or damage; the current loca-
tion of the commodity; the Program
Agreement number, the procurement
contract numbers, 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. The
report shall explain why any of the
above-required information can not be
provided. The Cooperating Sponsor
shall also report the details regarding
any loss or misuse of sale proceeds or
program income.

(2) The Cooperating Sponsor shall re-
port quarterly to the Agricultural
Counselor or Attache any loss, damage
to or misuse of commodities resulting
in loss of less than $500. The Cooper-
ating Sponsor shall inform the Agricul-
tural Counselor or Attache or FAS des-
ignated representative if it has reason
to believe there is a pattern or trend in
the loss, damage, or misuse of such
commodities and submit a report as de-
scribed in paragraph (h)(1) of this sec-
tion, together with any other relevant
information the Cooperating Sponsor
has available to it. The Agricultural
Counselor or Attache may require addi-
tional information about any commod-
ities lost, damaged or misused.

(i) Handling claims proceeds. Claims
against ocean carriers shall be col-
lected in U.S. dollars (or in the cur-
rency in which freight is paid) and
shall be remitted (less amounts author-
ized to be retained) by Cooperating
Sponsors to CCC. Claims against Co-
operating Sponsors shall be paid to
CCC in U.S. dollars. With respect to
commodities lost, damaged or misused,
amounts paid by Cooperating Sponsors
and third parties in the country of dis-
tribution shall be deposited with the
U.S. Disbursing Officer, American Em-
bassy, preferably in U.S. dollars with
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instructions to credit the deposit to an
account as determined by FAS, or in
local currency at the highest rate of
exchange legally obtainable on the
date of deposit with instructions to
credit the deposit to an FAS account
as determined by FAS. With respect to
sale proceeds and program income,
amounts recovered may be deposited in
the same account as the sale proceeds
and may be used for purposes of the
program.

§1599.15 Are there special record
keeping and reporting require-
ments?

(a) Records and reports—general re-
quirements. The Cooperating Sponsor
shall maintain records for a period of
three (3) years from the final date spec-
ified in the program agreement. FAS
may, at reasonable times, inspect the
Cooperating Sponsor’s records per-
taining to the receipt and use of the
commodities and proceeds realized
from the sale of the commodities, and
have access to the Cooperating Spon-
sor’s commodity storage and distribu-
tion sites and to locations of activities
supported with proceeds realized from
the sale of the commodities.

(b) Evidence of export. The Cooper-
ating Sponsor’s freight forwarder shall,
within thirty (30) days after export,
submit evidence of export of the agri-
cultural commodities to the Chief, Ex-
port Operations Division, KCCO. If ex-
port is by sea or air, the Cooperating
Sponsor’s freight forwarder shall sub-
mit five copies of the carrier’s on board
bill of lading or consignee’s receipt au-
thenticated by a representative of the
U.S. Customs Service. The evidence of
export must show the kind and quan-
tity of agricultural commodities ex-
ported, the date of export, and the des-
tination country.

(c) Reports. (1) The Cooperating Spon-
sor shall submit a semiannual logistics
report to the Agricultural Counselor or
Attache and to the Director, PPDED,
FAS/USDA, Washington, DC 20250-1034,
covering the receipt of commodities.
Cooperating sponsors must submit re-
ports on Form CCC-620 and submit the
first report by May 16 for agreements
signed during the period, October 1
through March 31, or by November 16
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