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I.  
INTERNAL CONTROL

Internal control is an organization plan with methods and measures to safeguard assets, check the accuracy and reliability of accounting data, promote operational efficiency, and encourage adherence to management policies.  A system of internal control includes accounting and administrative controls. There must also be competent people to operate systems and documents that record all transactions. 

Internal controls either prevent losses or detect losses in a timely manner to avoid further losses.  A system of internal control provides reasonable but not absolute assurance of reducing risk of losses to an acceptable level.  Reasonable assurance recognizes that the cost of internal control should not exceed the benefits expected to be derived.  Some internal controls, such as conducting periodic physical counts of food stored in a warehouse, are very cost-effective.  Other internal controls, such as assigning a SC employee to the port, are cost-effective depending on the circumstances -- the extent of previous losses, or whether food is shipped in bulk or in containers. 

Aspects of internal control relevant to managing commodity resources appear in this and other chapters throughout this manual.  Look for boxes like the ones below for special emphasis.

Management Oversight
Policy:

Country Directors and other senior country office management staff are accountable for the establishment and functioning of internal commodity management and control systems to: ensure resources are efficiently and effectively used; the risk of potential losses is reduced; and actual thefts, embezzlement, misappropriations, and other irregularities. are detected.  Improprieties may involve vendors and other outside parties as well as employees.  If systems are not in place, SCF may be held liable by donors for the value of a loss, even though someone else is responsible.  

Executives and senior managers in SCF country office, Home office and Regional Managers are accountable for and assure oversight of Country Office commodity management systems and processes and adequate, experienced staff. 

These systems shall be designed to reveal or protect against the following types of activities.

· Any dishonest or fraudulent act which compromises the security of warehouses where inventory is stored.

· Thefts of inventory from warehouses, at distribution sites, or in-transit between ports, warehouses and/or distribution sites.

· Forgery or alteration of any document or account belonging to SCF or its counterpart relating to inventory management, and any required reporting including but not limited to agreements and contracts, distribution plans, stack cards, waybills, Loss and Adjustment Reports, warehouse ledgers, physical count documents and end-use monitoring reports.

· Forgery or alteration of a check, bank draft, or any other financial document relating to the sale or other disposition of unfit food commodities or empty containers or the collection of contributions from recipients and the monetization sale proceeds.

· Accepting or seeking anything of material value from vendors or persons providing services/materials to SCF.

· Failure of SCF or counterpart staff to meet established standards and follow established procedures for managing inventory.

Policy Details

This section summarizes the minimum standards for commodity management that Country Office senior managers shall be held accountable for when implementing programs that include storage and / or distribution of goods or commodities.  Detailed procedures for implementing these standards are provided throughout this Manual and categorically emphasized in the internal control section as appropriate.

If an operating environment warrants additional control procedures, management shall also be responsible for establishment and implementation of such procedures.  

The working environment promotes control consciousness and discipline as a foundation for all other components of internal control.

· All managers and senior management team are conversant with donor laws and regulations governing the control of program inventory.

· There are sufficient numbers of qualified staff to implement and control all commodity management (CM) processes.  At a minimum, programs distributing goods or commodities include personnel to:

· plan supply chain/commodity management processes;

· account for the receipt, storage, and distribution of all inventory at each node in the logistics network;

· conduct ongoing monitoring activities, verify recipient eligibility, inspect warehouses, and make end-use checks following distributions; 

· ensure separation of duties between performance, recordkeeping, and review of the receipt, storage and distribution of inventory.

· An organizational staffing structure for CM clearly demonstrates lines of authority and responsibility.  Organizational structure may emphasize direct operational responsibilities or strengthening partnership relationships.

· Potential conflict of interest is assessed during the recruitment of all CM personnel.

· All CM personnel have job descriptions that include internal control responsibilities and clear lines of authority.
· New hire orientation includes a briefing on the types of improprieties that may occur within the staff member’s area of authority.  

· At minimum, all CM personnel receive training on SC Code of Conduct and the sections of this Commodity Management Manual, as well as donor specific regulations, applicable to their position, authority and responsibilities.

· Competence of CM personnel is monitored through adequate supervision.

· Senior management is actively involved in monitoring CM processes.

· Managers make periodic surprise site visits to decentralized locations (including those of counterparts and sub-recipients) to ensure CM procedures are being followed in compliance with the terms and conditions of all contractual arrangements entered into. 

· A senior manager can easily make a physical count of inventory in a warehouse when visiting a sub-office and/or the warehouses; or examine a sample of warehouse inventory records and stock cards and trace some of the entries to the source documents, verifying that the source documents have been properly authorized.

· A ‘whistle blowing policy must be established which requires CM personnel to report to their immediate supervisor all identified or suspected irregularities, improprieties or instances of non-compliance with SC and donor policies and procedures.  The policy protects the staff member making the report and includes steps to follow if staff are not satisfied with the outcome of their report or have reason to believe that their immediate supervisor is involved in the suspected irregularity, impropriety or non-compliance.

· A sanction policy is enforced to hold liable those who have possession of inventory when a loss occurs.

· A feedback mechanism is established that enables communities to directly report any irregularities, improprieties or unclear practices performed by SC, counterpart, or sub-recipient personnel.

· Potential or discovered improprieties are immediately reported to the Commodity Management Unit, Regional Director, Deputy Regional Director for Program Support, and SC HO, Directors of Internal Audit and Risk Management.  Appropriate member headquarters coordinate all investigations with General Counsel and other affected areas. 

· Local police or appropriate authorities are notified about suspected or known criminal activity and their assistance is requested to prosecute responsible parties.

· Management documents all follow-up to reported irregularities, improprieties, and instances of non-compliance with SC policies and procedures.

The Commodity management is efficiently designed, funded and implemented; and it complies with donor laws, rules and regulations.
· Program personnel collaborate closely with CM personnel during program development.

· The decision to distribute goods or commodities to recipient populations is based on thorough participatory needs assessment and vulnerability analysis.  The decision to distribute food commodities to recipient communities is further based on a market analysis that will help determine whether food (imported or locally/regionally purchased) and/or cash is the appropriate resource transfer. 

· A logistics plan is completed during the design phase of all programs that distribute goods or commodities.

· An assessment of local logistics capabilities and infrastructure is conducted as part of program design.  The supply chain utilizes local capacity wherever feasible.

· Capacity of counterparts and sub-contractors to carry out program activities is assessed before signing agreements.

· Program agreements with donors, counterparts or sub-recipients define accountability responsibilities, liability limits, procedures for handling losses, and payment of penalties.

· All contracts with service providers (e.g. for transport, storage or handling) provide for penalties for any deviations in fulfillment of the contract, other than in situations of force majeure.  Service providers assume total liability for inventory in their care and reimburse SC for any losses.  Service providers include community members who provide on-site storage of program inventory.

· Contracted service providers’ performance is monitored and documented.

· The inventory pipeline is monitored and maintained in such a way that any interruption to distribution is avoided.   A commodity pipeline analysis is completed quarterly by all Country Offices handling food commodities from any donor.  Annual Estimates of Requirements (AER) describing quantities of commodity required for each USAID Title II program, or similar estimates prepared for programs supported by other donors, are correctly prepared and submitted in a timely manner.

· Every loss of inventory is accounted for.  Written procedures exist describing the processing of claims for losses of inventory.  Donors are notified of losses and a staff member is specifically responsible for monitoring that all potential claims are pursued.

· Managers conduct an annual/bi annual Commodity Management Review and submit results to the SC CMU, Deputy Regional Director for Program Support Regional Controller and the Internal Audit Unit along with a plan to address all identified system gaps / non-compliance in a timely manner.  Information on the performance of the Commodity Management is provided to all stakeholders on a regular basis.

· A Commodity Management in relation to program quality and compliance review focusing on, at minimum, the adequate implementation of procurement, asset management and cash-for-work management processes, is completed after the first 3 months of any emergency response program in order to identify required corrections prior to entering into longer-term rehabilitation programming.

· All accepted internal or external audit recommendations are implemented within three months of the issue date of the audit report, unless an extension is granted by Regional Managers, SC auditors and CMU.

All inventory can be accounted for from the moment SC takes possession until it is issued for consumption to target recipients, even if logistical control or distribution of the inventory are exercised by sub-recipient organizations. 

· Management maintains an updated list, with title and signature sample, of all SC or counterpart personnel authorized to receive inventory.  All personnel authorized to receive inventory are informed that they may be held responsible for everything for which they sign, regardless of the actual quantity and quality.

· A warehouse inventory accounting system is established at every point where inventory is stored or is transferred from one form of transport to another.  The system is consistent across all points within the country.

· The warehouse inventory accounting system contains the following minimum components:

· Physical presence of assigned personnel at all times when inventory is received, handled, dispatched or distributed.

· A tally of all inventory loaded onto or off of transport.

· Pre-printed, numbered waybills that properly document all inventory transactions or movement.  Waybills are safeguarded like checks and only those individuals delegated by management are allowed to authorize the issuance of waybills.

· Warehouse (or stock) ledgers and stack (or bin) cards detailing receipts, dispatches / issues, and balances of inventory.

· An updated list, with title and signature sample, of all SC or counterpart personnel authorized to make entries into and/or adjust inventory records.

· Dispatch reports provided to all receiving points.

· Weekly verification by warehouse management of stock ledgers and stack cards for accuracy.

· Monthly summary reports from every warehouse detailing all receipts and dispatches / issues of inventory.

· Monthly physical inventory counts made by warehouse staff as part of their internal control responsibilities.

· Quarterly physical inventory counts conducted by staff not directly connected to the warehousing operation.  Results are reconciled with finance inventory accounting documentation (as well as Commodity Status Reports if appropriate) and the records are adjusted accordingly by authorized personnel.

· Loss & Adjustment Reports completed for every loss on pre-printed and pre-numbered Loss and Adjustment forms.
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· A dollar value is assigned to all inventories.  The value is based on B/L (or other similar shipping documents) values or the local / regional purchase price.

· A finance inventory accountant reviews receiving waybills, dispatch waybills, and Loss and Adjustment Reports and verifies each document has been authorized by the person delegated that responsibility by management, before receipts, dispatches, losses, and adjustments are entered into finance inventory ledgers.

· Finance inventory accountant compares quantities, dates and signatures of waybills to corresponding transporters’ invoices to identify losses or overcharges.  Any discrepancies are promptly documented and resolved.

· All accounting transactions are carried out in accordance with management's general or specific authorization.  This requires independent evidence that authorizations are issued by persons acting within the scope of their authority and that transactions conform to the terms of the authorizations.

· All commodity loans, swaps, transfers and diversions receive written donor approval before any movement of commodity begins.  The terms of all loans, swaps, transfers and diversion are documented in advance in a written, signed letters of agreement between all the agencies involved.  SC program mangers ensure all loans and diversions are repaid according to the terms of the agreement and properly documented.

· Unless otherwise approved by a donor in writing, SC files and pursues claims to recover all lost inventory- or its equivalent monetary value.  Failure to file a required claim, or allowing a claim to become time-barred due to negligence, may leave SC liable to the donor for the cost and freight (C&F) value of the inventory in question.

· Procedures are established for regular communications between logistics personnel (who maintain internal loss claim files and ledgers) and finance personnel (who are responsible for receiving payments or deducting claims from invoices or disbursing monies to donors or others), to ensure that all necessary steps are being taken to pursue and close out loss claims.

· Finance inventory accounting records are reconciled with quarterly physical inventory counts and any differences are adjusted by authorized senior staff.

· Management provides oversight, monitoring and evaluation of the treatment, timing and valuation of recording inventory freight revenue, expense and inventory.

Storage facilities are safe and clean; and they protect inventory from damage and/or loss.

· Access to warehouses is restricted to personnel authorized by management.  This includes both direct physical access and indirect access through the preparation or processing of documents that authorize the use or disposition of inventory.

· Warehouses are locked and guarded during non-working hours; only persons designated by management have keys.  Country offices maintain current lists of names of all persons, including counterparts and community members, in possession of warehouse keys.

· Warehouse managers and storekeepers are bonded, if possible.

· Inventory is insured against loss due to theft, fire and other damage, if possible.

· Management conducts periodic warehouse inspections to ensure maintenance, cleaning and fumigation procedures are followed and safety equipment is operational.

· Commodities are inspected at regular intervals and any suspect commodities are tested.  Commodities unfit for human consumption are certified and disposed of in accordance with clearly defined procedures and national public health regulations.  Recycling of unfit commodities into the market is avoided.

· Inventory in damaged containers is salvaged as far as possible.  A policy specifies who can approve the repackaging or reconstitution of damaged inventory. 

Inventory for distribution reaches the intended recipients.

· Written policies provide criteria and procedures for making and documenting recipient (or beneficiary) eligibility determinations.  Policies are clearly communicated to all concerned personnel.

· In no case are recipients excluded from receiving goods or commodities because of inability to make a financial contribution (recipient contribution) to SC for any purpose. 

· All SC emergency programs have procedures to register eligible recipients in place at the end of the first month of operation. 

· A computerized, password protected, Master Recipient (Beneficiary) List includes every recipient’s name, eligibility criterion, how eligibility was verified, and all additional demographic information collected during registration.  To reduce the risk of fraudulent lists, or the inclusion of unauthorized individuals on the lists:

· Personnel identifying or registering recipients are not the same as those involved in monitoring subsequent distributions.  All personnel (including temporary workers) involved in the identification, registration or verification of recipients read and sign a.) SC Code of Conduct, and b.) A conflict-of-interest statement.

· Access to the Master Recipient List is limited to authorized personnel only.

· Accuracy and completeness of information on the Master Recipient List is periodically verified.  Authorized signatures on eligibility documents are periodically reviewed.

· There is a process for periodic eligibility re-determinations in accordance with program requirements.

· Channels of communication exist for the population to report suspected improprieties including but not limited to fraud or theft, sexual abuse and exploitation.

· All distributions of inventory are based on a written plan approved and authorized by program management. 

· Program management maintains an updated list, with sample signatures, of all SC or counterpart personnel authorized to draft and approve distribution plans and dispatch authorizations.

· Warehouse managers, storekeepers or others in direct control of inventory are never authorized to draft or approve distribution plans.

· Entitlement amounts or rations provided to or on behalf of recipients are calculated in accordance with program requirements.

· Recipients are informed of entitlements/rations in advance and during the actual distribution.  To the extent feasible, banners, posters or other media are displayed at the distribution site with the name of good or commodity, amount or ration size, and any other donor required information.  As necessary donor logos/branding shall also be displayed in conformity with donor requirements.

· Management (includes senior Country Office mangers and senior management team) makes periodic surprise visits to distribution sites to ensure standard procedures are followed.

· The comparison of actual distribution amounts and destinations per waybills to that per authorized distribution plans is documented.

· Post-distribution monitoring (or end-use monitoring) verifies that distributed inventory reached the intended recipients.

· Monitoring personnel are sufficiently independent of warehousing, distribution and accounting functions.  Monitors are rotated regularly to ensure they do not always monitor the same site(s).

· Monitoring reports are reviewed by the program management and reconciled with source documents (e.g. distribution plans, dispatch waybills).

· Samples of monitoring visits are re-preformed by personnel other than monitors and results compared for reliability.

Reports include all activity of the reporting period, are supported by underlying accounting or performance records, and are completed and submitted in accordance with program requirements.

· Management reviews all reports produced by Commodity Management personnel to ensure accuracy and completeness of data, and reconciliation against source documents (e.g. waybills, physical inventories, distribution reports).

· Quarterly reports are prepared by all Country Offices distributing food commodities and submitted to the CMU and to the donor no later than forty-five (45) days after the end of a quarter.  These quarterly reports include:

· Commodity Status Report (summary of receipts, dispatches, losses, and reconciled physical inventory of commodity)

· Recipient Status Report (summary of all commodity distributed to recipients in the Country Office, by project)

· Receipts report (summary of all commodity received by the Country Office for the reporting period)

Loss Report (submitted within thirty (30) days of the close of calendar 
Agreements

Minimum Standards

· Program agreements with donors, counterparts or sub-recipients define accountability responsibilities, liability limits, procedures for handling losses, and payment of penalties.

· The indemnity and liability provisions of agreements with donors, counterparts or sub-recipients limit the liability of SC and Country Offices only to losses resulting from their intentional wrongdoing.  If an agreement does not reflect such provisions, it must be approved by the SC Contracts and Grants management, in consultation with the Regional Director and executive staff, before resources are accepted or the agreement is signed by SC.

· The SC Regional Director and Country Office senior managers are familiar with donor agreements and understand SC obligations under such agreements before accepting goods or commodities for distribution.

· Emergency response program agreements includes best effort clause: a.) citing all donor control requirements that may be difficult to meet under current conditions and b.) Requesting that SC or its counterparts be relieved from partial or full liability if conditions make compliance extremely difficult or impossible.

· If a donor does not agree to the best efforts clause, SC must carefully balance the importance of carrying out a program against the realistic risk of exposure to financial liability.  In these cases the Management of Contracts and Grants, in consultation with executive staff, must approve the program before agreements are signed.

· A best efforts clause can never be a justification for poorly staffed operations or inadequate systems to manage inventory.
· Capacity of counterparts and sub-contractors to carry out program activities is assessed before signing agreements.

Donor Agreements

	SC has a global MOU with the World Food Program (WFP), but a standard WFP Field Level Agreement (FLA) is generally negotiated and signed by the Country Office.  SC responsibility for each step in the food aid delivery chain should be defined well ahead of the signature of the FLA. 
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National Government Agreements

Agreements with national governments should include general provisions granting duty-free import of commodity and emergency non-food items.  As required, government compliance with donor laws, regulations and policies should be incorporated into the agreement.  If this is not possible, the local donor mission/representative should certify that the national governments are able to comply with donor country requirements.

Partnership Agreements

Agreements should state that the partner is required to:

· accept donor laws and regulations related to the goods or commodities;

· accept and implement SC standards and procedures for commodity management as set forth in this Manual (and other established policies and procedures as necessary);

· agree to reimburse SC for any loss or damage to inventory caused by the negligence or intentional action of managers or staff of counterparts; and 

· shall not discriminate on the basis of race, sex, national origin, ethnicity, age, or disability.

The following information should also be specified in the agreement:

· Number of recipients

· Total amount of goods or commodities and size of ration, by item

· Roles and responsibilities of national, regional, and district officials and staff including warehouse managers and storekeepers

· Names of persons in possession of keys to local warehouses storing inventory

· Names of persons authorized to approve losses and authorize warehouse managers and storekeepers to remove losses from warehouse inventory

· Procedures for accounting for and turning over to SC proceeds from the sale of unfit commodities or other perishable goods (if applicable)

· Right of SC to visit and monitor ports, warehouses and project sites where inventory is stored or distributed; and examine all records and documents

· Procedures for selecting and registering recipients

· Procedures for graduating or terminating recipients from program

· Procedures for tracking the receipt, storage, and distribution of inventory

· Standard measures to scoop grains or processed foods, or to pour oil into containers used by recipients (if appropriate)

· Procedures for recording actual distributions to recipients (to include numbers of recipients and amounts of inventory distributed)

· Procedures for regularly reporting inventory balances in warehouses and total amount distributed to recipients, by item

· Provisions for site monitoring by SC field staff

· Provisions for assessing monetary penalties or filing criminal charges for damages or losses of inventory

· Mechanisms for suspension or termination of programs

Reporting

Minimum Standards

· Program managers are aware of, and comply with, donor specific reporting requirements.

· Program management reviews, at least monthly, the following reports prepared by the commodity management staff; and addresses any discrepancies in a timely manner.

· Warehouse Inspection Report   
· Physical Count Reconciliations
· Commodity Status Report (for commodity) or warehouse summary reports (for NFI) detailing all receipts and dispatches / issues of inventory

· Distribution Site Report

· Monthly Loss Report

· Distribution Process and Distribution Site Storage Monitoring Reports 

· Independent Discharge and Delivery Survey Reports (if applicable)

· Program management prepares and submits in a timely manner, at minimum the following summary reports for all programs distributing inventory.

· Narrative Progress Reports (Quarterly)

· Loss Report (Quarterly)

· Inventory Reconciliation Form (Quarterly)

· Recipient Status Report (Semi-annually)

· Commodity management in relation to program quality Reviews and Action Plan (Annually)

· In addition to the reports listed above, program management prepares and submits in a timely manner, the following summary reports for programs distributing food commodities.

· Quarterly Recipient Status Reports (RSR)

· Quarterly Commodity Status Reports (CSR) 

· Quarterly Receipts Reports

· Quarterly Consolidated Report

· Quarterly Commodity Pipeline Analysis 

· Annual Estimate of Requirements (AER)

· Call Forward Request (CFR)

· Before requiring additional reports, the following questions are answered:

· Why is the additional information needed?

· Who will use the new information?

· Can the information be obtained from existing reports/documents or can they be revised to provide the information? 

· Does the costs involved in collecting and providing it exceed the benefits of having the additional information.

Narrative Progress Reports

In addition to donor required information on program activities and budgets, quarterly narrative progress reports for programs that include a distribution component should include:

· delivery and distribution arrangements;

· operational difficulties encountered with inventory management and measures taken to overcome them;

· steps taken to reduce inventory losses;

· the acceptability of the inventory provided;

· information on complementary inventory inputs from other sources;

· Gender-disaggregated data such as recipient numbers by activity; and composition of local management / distribution committees (if applicable).

Loss Report

The Quarterly Loss Report summarizes data presented by warehouse managers in their Monthly Loss Reports.   The quarterly report should be presented in tabular format, to the extent possible, and contain the following information.  

· the type and quantity of inventory;

· the size and type of container or packaging; 

· identifying numbers printed on the containers, if any;

· the time and place of loss or damage;

· who had possession of the inventory at time of loss or damage;

· who, if anyone, might be responsible for the loss or damage;

· the current location of the damaged inventory (if applicable)

· the action taken by SC with respect to recovery or disposal;

· the estimated value of the loss or damage, with losses valued at less than US$500 separated from losses valued over US$500; and

· a narrative explanation for the absence of any of the above information.

The Quarterly Loss Report must be submitted to the appropriate Regional finance controller, CMU and donor within thirty (30) days of the close of calendar quarter) 

A copy of each claim for the reporting period must be attached to the quarterly loss report, if required by donor.

Inventory Reconciliation Report

The Inventory Reconciliation Report summaries findings of the quarterly independent physical inventory count.  It is submitted quarterly to the CMU and Regional Controller to enable him / her to monitor losses across all Country Offices, and to detect potential system problems.  In addition to documenting the reconciliation of physical inventory counts with balances on stack cards and in warehouse inventory ledgers, the Inventory Reconciliation Report captures the monetary value of all difference in inventory that do not reconcile. 

Recipient Status Report (RSR)

The Recipient Status Report summarizes data presented by Distribution Managers in their monthly Distribution Site Reports.   The report includes all inventory distributed in the Country Office during the reporting period. 
Commodity Status Report (CSR)

The Commodity Status Report (CSR) provides management with basic summary information on receipts, dispatches, losses, and reconciled physical inventories of commodity  stored in warehouses during given periods of time.  It is a critical management tool.
· A monthly CSR is prepared by each warehouse. 

· One consolidated CSR is prepared for the entire Country Office, by donor, each quarter.  Quarterly CSRs must include information from counterpart warehouses as well as SC controlled warehouses. 

· Quarterly CSRs must be submitted to the CMU and donor no later than forty-five (45) days after the end of each quarter.

· Country Offices must determine if the person responsible for preparing the quarterly CSR is the financial inventory accountant or the program manager.

Quarterly CSR are prepared in the same manner that individual warehouses complete monthly reports with the following exceptions. 

· If food commodities dispatched from ports are not received at inland warehouses during the CSR reporting period (i.e. there is no copy of the receiving warehouses waybill), the amount of commodity dispatched to the receiving warehouse should be included in the port warehouse physical inventory.   This is important to avoid double counting of inventory. 

· Remove from calculation all dispatches and receipts of commodity between SC warehouses. This is also necessary to ensure that overall inventory is not double counted during the consolidation. 

The CSR does not include commodity stored (including open storage) at project sites which is available for immediate consumption; as this commodity is captured in the Recipient Status Report.

When consolidating CSR, there may be instances where total food is understated because the CSR does not include food in transit between inland warehouses.

Receipts Report

The Receipts Report provides a summary of all commodity received by the Country Office for the reporting period.  
The Receipts Report must be submitted to the CMU, Regional finance controller and donor no later than forty-five (45) days after the end of a quarter.

Quarterly Consolidated Report

A Quarterly Consolidated Report is prepared for all programs distributing commodity.  The report summarizes all food receipts, dispatches and losses by quarter and permits program managers to compare this information against original donor approvals and call forwards. 
The Quarterly Consolidated Report is submitted to the appropriate CMU and donor no later than forty-five (45) days after the end of a quarter. 

Losses and Claims

Even with the strictest procedures in place, some amount of inventory loss will take place due to spoilage or damage, inaccurate tallying or recordkeeping, or pilferage and theft.  Procedures to prevent, minimize, and identify losses are provided throughout this Manual.  The focus of this section is on the standard procedures for documenting losses when they occur, and pursuing loss claims for reimbursement. Two broad categories of losses are recognized - marine losses and internal losses.  The main distinctions between the two are the parties liable for the loss and the method of pursuing claims.
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Minimum Standards

· A sanction policy is enforced to hold liable those who have possession of inventory when a loss occurs (e.g. SC employees, counterpart staff, transporters, owners of commercial warehouses or others).

· In addition to and notwithstanding any donor reporting requirements, all inventory losses are reported by the country director (or his/her designee) to CMU in writing, as soon as detected.  The CMU coordinates all required investigations into losses with Country Office and Headquarters staff.

· Local police or appropriate authorities are notified about suspected or known criminal activity and their assistance is requested to prosecute responsible parties.

· A Loss and Adjustment Report detailing the amount lost, when it was lost, and who was responsible for the inventory when lost is completed for every loss.  

· A copy of every Loss and Adjustment Report is submitted (along with supporting documents as required) to the CMU. 
· Loss and Adjustment Report forms are pre-printed and pre-numbered.  Distribution of blank report forms is controlled by the same procedures used to distribute blank checks.

· Unless otherwise approved by a donor in writing, SC files a claim to recover all lost inventory- or its equivalent monetary value – except in the following cases.

· All inventory:  The loss is caused by force majeure (i.e. events beyond the control of the parties responsible that could not have been avoided by the exercise of due care such as a flash flood which damages inventory).

· Commodity:  The value of the claim is less than US $500 (for internal claims) or US$ 300 (for marine claims) and failure to pursue the claim would not be detrimental to the program.  This limits applies to each contract under which the losses occur.  For example, if commodities are lost by a SC contracted transporter, the amount of the loss is based on the entire shipment specified in the contract, and not the loss attributable to each individual truck.

· Marine losses of commodity:  When general average has been declared, i.e. a shipping company causes a deliberate loss or damage to cargo in the face of an imminent peril to save a ship or cargo on board.   The Country Office must nonetheless submit proper documentation to the donor (see Procedures below).

Procedures

Loss and Adjustment Reports (LAR)

1. Prepare an original and four copies of the Loss and Adjustment Report Form.  Given the importance of this transaction, persons who prepare the reports must not be the same persons who authorize changes in inventory.

· Marine Loss: LAR completed by SC or counterpart port officers, or clearing and forwarding agents.

· Internal Loss: LAR is completed by warehouse manager, storekeeper, or inventory accountant.

2. LAR is supported by documentation required depends on the type of loss, as shown in the table below.

	Type/location of loss or adjustment
	Supporting Documentation Required

	Marine loss during shipping
	Independent Survey Discharge Report

	Marine excess landed
	Independent Survey Discharge Report

	Loss at port warehouses or during dispatch to inland warehouses
	Independent Survey Delivery Report 

Waybills

	Inland transport loss
	Waybill

	Excess deliveries to warehouse
	Waybill

	Loss or damage in warehouse
	Physical Count Summary Sheet

	Repackaging
	Invoices

Certificate of Marine Reconstitution Costs

	Commodity declared unfit for human consumption
	Declaration of Unfit Food

Waybills

Documents for dispatching unfit food


Submit the LAR for authorization.  Authorizing the report documents that management is aware of the losses and approves adjustments in inventory balances.  The person designated to authorize a LAR should be someone outside of the inventory or logistics section, such as the project manager or office administrator. 

The person authorizing the report ensures all copies are routed as follows for further action.

	Copy
	Routed to
	Used for

	Original
	Inventory Accountant in Finance, Country or Regional Office
	Adjusting the financial inventory accounting records

	Copy 1
	Inventory or Logistics section - Country or Regional Office
	Preparing SC and donor loss reports

	Copy 2
	CMU and  Internal Audit Department
	Monitoring levels of losses worldwide

	Copy 3
	Person who originally prepared the report, after authorization
	Documenting excess receipts and removing losses in warehouse inventory records

	Copy 4
	Remains with person who prepared  report
	Insure an approved and authorized report is returned; Copy 3 attached to Copy 4


Due to distance and communication problems, there may be delays in authorizing Loss and Adjustment Reports, returning them to warehouses, and adjusting inventory records; but the importance of controlling adjustments to inventories outweighs the inconvenience caused by any delays.

3. Summarize all LAR each month into a Monthly Loss Report which provides managers with more detailed information on losses than can be found in other types of reports (e.g. Commodity Status Reports).  One Monthly Loss Report should be prepared for each donor.  Preparation should coincide with closure of warehouse inventory ledgers.  In emergencies, reports may be required more frequently (i.e. weekly or even daily).

4. An authorized manager aggregates Monthly Loss Reports into a country-wide Quarterly Loss Report, no later than thirty (30) days after the end of each quarter.  
5. Quarterly Loss Reports must be submitted to CMU s (as appropriate) and donors.

6. Refer to donor contracts for other specific donor reporting requirements.

Internal Loss Claims

A claim is the right SC has against a third party as a result of an event, for which the third party is responsible, that caused a loss, damage or misuse of inventory.

1. Establish a file for each claim.  This file is generally maintained by inventory or logistics staff.

2. Determine monetary value of loss and seek approval for this value from the donor’s local representative.  Generally, claims are valued at:

· the C.I.F. as stated on the Bill of Lading, or 

· 10% higher than the local market price at the time and place of the loss - to serves as a penalty against those responsible for the loss.

3. If reimbursement from donors will be sought for the costs of repackaging / reconstitution of damaged inventory, follow the donor’s guidance.  Country Offices should contact individual donor representatives to see if prior approval is required.  For U.S. Government commodity, prior approval must be obtained for repackaging costs that exceed US$500.  The US$500 limit applies to each damage situation, e.g. if 700 bags of wheat are damaged in a warehouse due to an earthquake, the US$500 limit applies to the total cost of repackaging the 700 bags, regardless of whether the food was from different shipments.

4. Prepare a claim letter and send to the person(s) or organization responsible for the loss.  Send one copy of the claim letter to the donor and a place a second copy in the claim file.

5. Establish an Internal Claims Ledger to monitor the status of all losses and claims.  The information on this ledger is taken from the Loss and Adjustment Report and the claims letter.  Prepare a separate ledger for each donor.

6. Make reasonable attempts to collect claims.  “Reasonable attempts” shall be, at minimum, the follow-up of the original claim letter with three (3) progressively stronger demands at not more than 30-day intervals.  If a claim is not thusly pursued, SC may be liable for the value of the inventory damaged or lost.

7. Maintain constant communication between inventory/logistics staff and finance staff to ensure that all necessary steps are being taken to pursue and close out claims

8. Provide donors with copies of all follow-up claim letters and other relevant claim information.

9. Management prepares and submits to appropriate donors a quarterly loss report summarizing status of all claims within 30 days of the close of each calendar quarter.

10. Any settlement for less than the claim value must be approved by the donor prior to acceptance.

11. For U.S. Government commodity: SC retains $150 of any amount collected on an individual claim.  Claims may not be artificially broken down in order to increase the number of $150 amounts retained.  In addition, SC may deduct collection costs from the claim proceeds.   Remit net proceeds to 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 with instructions to credit the deposit to Treasury sales account 20FT401.

12. For all other donors: unless otherwise stipulated in project contract, report the amount(s) collected less collection costs and request permission to use net proceeds for programming activities within the country.

13. If “reasonable attempts” do not achieve a satisfactory result, legal action must be pursued in the country where the loss occurred unless:

· Liability of the third party is not provable.

· Costs of pursuing the claim would exceed the amount of the claim.

· The third party would not have sufficient assets to satisfy the claim.

· Maintaining legal action in the country's judicial system would seriously impair SC ability to conduct an effective program in the country.

· It is inappropriate for reasons relating to the judicial system of the country.

14. If legal action is not pursued, written justification for not taking such action must be submitted to the donor and appropriate CARE International member for review and approval.

Marine Loss Claims
The following procedures apply to marine claims for U.S. Government commodities.  While the CMU and their shipping agent are primarily responsible for pursing these claims - and for filing all related reports and documents with USAID or USDA and the Commodity Credit Corporation (CCC) - the Country Office is responsible for preparing the reports and documents in a timely manner.  For other donors, please refer to contract agreements and donor regulations for any additional procedural requirements.

1. Within 72 hours of completion of a discharge survey, submit a Letter (or Notice) of Protest to the shipping company indicating that a loss has been determined and that the company is being held responsible.  The Letter should include:

· date of notification;

· name of the vessel;

· description of the commodity; and

· an estimation of quantity lost or damaged.

2. File one claim for each voyage of the same vessel to the same port of discharge, even if the vessel contains different types of commodity, each with separate Bills of Lading.

3. Assign a number to each loss claim as follows:

MA - two digit country number - four digit sequential number starting with 0001

(For example, the 41st claim for SC-Haiti would be: MA - 46 - 0041.)

4. Complete a Loss Advice and submit to SC Freight Forwarder, Muller Shipping Company in quadruplicate.

5. Compute the monetary value of commodity loss claims as follows, unless otherwise instructed by the donor:

· Determine the local market value of food at the time and place the loss occurred.  If this is not possible, use the f.o.b. or f.a.s. commercial export price at the time and place of export value of the shipment from the Bill of Lading.

· Add freight and insurance for ocean transport as stated on the Bill of Lading.

· Divide the sum by the net number of kilograms in the shipment, to get the price per kilogram delivered.

· Multiply the price per kilogram delivered by the number of kilograms lost or damaged.

6. If repackaging / reconstitution of damaged commodity is necessary AND repackaging costs are above US$ 500, seek prior approval from the U.S. Agricultural Counselor or Attaché (for Section 416 food) or from USAID or the Diplomatic Post.  To avoid delays in repackaging infested commodity that may damage other commodity, SC may request a waiver from USDA or USAID.  The US$ 500 limitation applies to all commodity shipped on the same voyage of the same vessel to the same port.  In all cases, prepare a Marine Reconstitution Costs Certificate and submitted to the Muller Shipping Compnay with the survey reports and other marine claims documentation.

7. Coordinate with the CMU as SC may be reimbursed for administrative expenses for claims filed against shipping companies.

8. Prepare a Claims Progress Memo after any event which relates to a previously reported loss.  Upon receipt of the Claims Progress Memo the amount of commodity previously reported in the Loss Advice will be adjusted based on the new information.  Claims Progress Memos are to be numbered consecutively, by country, in serial number sequence.

9. Within 45 days of completion of the discharge survey, submit the original and three copies of each of the following documents (not previously submitted) to Muller Shipping Company.  Any documents not produced in English must be accompanied by an English translation.  Additional documentation may be required for the handling, processing and settlement of marine claims.

· Letter (Notice) of Protest.

· Discharge Survey Report.

· Narrative chronology or other commentary of events surrounding discharge of commodities (required where losses are in excess of $5,000).

· Names and addresses of those attending the discharge and survey that can verify quantity lost or damaged.

· Booking confirmation and the applicable on-board Bill(s) of Lading.

· Outturn reports (tally sheets of the surveyor), if available.

· Short landing certificates signed by the port authority, if available.

· Loss Advice.

· Invoice, written waiver authorization, Certificate of Marine Reconstitution, or other documents for reimbursement of repackaging / reconstitution costs, if applicable.

· Declaration of Unfit Food or chemical analysis report issued by Ministry of Health, if applicable.

· Certificate of Destruction, Disbursing Officer's receipt for net proceeds of sale, and/or other documentation on disposition of unfit commodity, if applicable.

· Invoice of survey fee.

· Resolution of excess landed quantities.

10.  If a cargo loss has been incurred on a shipment and general average has been declared, submit the original and three copies of each of the following documents to Muller Shipping Company:  

· Discharge Survey Report

· Booking confirmation and the applicable on-board Bill(s) of lading

· Evidence showing the amount of ocean transportation charges paid to the carrier

· An assignment to CCC of SC  right to the claim(s) for such loss.

11.  Obtain written approval from CCC before negotiating any compromise settlements on claims in excess of $5,000.
12.  If commodity is damaged and determined by a competent authority to be unfit for human consumption and then sold or otherwise disposed of pursuant to donor regulations, credit the claim by the monetary equivalent of the NET proceeds of the sale.  If the unfit food is donated for some useful purpose, the donor may allow for a credit to the carrier per kg for the amount donated.

13.  On claims collected by SC, retain the larger of 

· $200 plus 10% of the difference between $200 and the total amount collected on the claim, up to a maximum of $500, or 

· actual administrative expenses incurred in collection of the claim, if approved by CCC.

14.  Collect all claims against ocean carriers in US dollars and remitted (less amounts authorized to be retained) to CCC.

15.  If unable to collect a claim or negotiate an acceptable compromise settlement within the applicable period of limitation, assign the rights to the claim to CCC in sufficient time to permit the filing of legal action prior to the expiration of the period of limitation.

16.  Retain all marine claims records for a full six years after settlement.

Commodity Unfit for Human Consumption
1. Whenever damaged commodity appears unfit for human consumption, immediately notify a government official and request an inspection and analysis.  Normally only a public health inspector or an authorized chemist or laboratory can declare commodity to be unfit for human consumption.  If no health official is available, an independent chemist or private laboratory may be employed by either SC or a surveyor (in the case of marine loss) to analyze the suspect commodity.

2. Prepare samples for inspection on site or for forwarding to the public health inspector, independent chemist or laboratory.  Samples for analysis must be: 

· Representative of the total suspect quantity

· Segregated from any commodity that is in good condition

· Drawn jointly by SC (or the surveyor) and the shipping company agent (in the case of marine loss)

· Identified by shipment of origin

· Sealed to protect the integrity of the sample

3. If inspected commodity is declared unfit, the public health inspector, chemist, or private laboratory completes a Declaration of Unfit Food. 

4. Commodity declared unfit for human consumption is considered a loss.

· Report on a Loss and Adjustment Report and, as appropriate, the Delivery Survey Report.

· Recorded in SC warehouse and finance inventory records.

· Report to donors in the same way as other losses.

5. Notify donor of proposed method of disposal of unfit commodity and request approval.  If U.S. Title II Commodity valued at more than US$ 500 will be destroyed, include in the approval request: 

· type and amount of commodity; 

· manner of destruction; 

· local authorities who will witness the destruction; and 

· date when food will be destroyed.

6. If donor does not respond within 15 days, dispose of the commodity as notified and inform the donor of the action.  

7. Dispose of the unfit commodity in the following order of priority:

i. Sale, via public tender in accordance with SC Procurement policies, for the most appropriate use (e.g. animal feed, fertilizer, or industrial use) at the highest obtainable price.

· Before sale, obliterate, remove or cross out all donor markings.

· Ensure the Receipt Information section of the waybill is signed by the person purchasing the unfit commodity.

· Follow SC Finance and donor requirements when receiving and disbursing proceeds received from the sale of unfit food.

ii. Transfer (U.S. Title II food only) to an approved Food for Peace program for use as livestock feed.  The Office of Food for Peace AID/W should be advised so that shipments from the U.S. to the livestock feeding program can be reduced by an equivalent amount.

iii. Donation to a governmental or charitable organization for use as animal feed or for other non-food use.  

· Investigate program(s) which use unfit food before agreeing to the donation to ensure the food will only be used for animal feed or fertilizer.

· Ensure the Receipt Information section of the waybill is signed by the person receiving the unfit food.

iv. Destruction in a manner preventing use for any purpose, such as by burning or burying.  

· Make every effort to ensure the local population understands that the food cannot be consumed by animals or humans and that disposal is as discrete as possible.

· Ensure the warehouse manager, storekeeper and independent person(s) witnessing the destruction should fill out the Receipt Information section of the waybill. 

· Complete a Certificate of Destruction.  Keep one copy in the file with the related Loss and Adjustment Report maintained by warehouse manager or storekeeper and another in the files maintained by the appropriate commodity financial accountant.

8. Remove food from SC Inventories using the waybill and the authorized Loss and Adjustment Report as support documents 
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Audits
An audit is an examination of the activities of an organization or a component of an organization.  An audit informs the organization how well it has been operating, usually pointing out strengths and weaknesses as well as making recommendations for improvement

Minimum Standards

· All accepted audit recommendations are implemented within three months of the issue date of the SC Internal Audit Department audit report, unless an extension is granted.

· Managers conduct an annual commodity management review and submit results to the CMU  and SC Internal Audit Unit, along with a plan to address all identified system gaps / non-compliance in a timely manner.  Information on the performance of the commodity management  is provided to all stakeholders on a regular basis.

· A commodity management review in relation to program quality focusing on, at minimum, the adequate implementation of procurement, asset management and cash-for-work management processes, is completed after the first 3 months of any emergency response program in order to identify required corrections prior to entering into longer-term rehabilitation programming.

A.  
Accounting Control

Internal accounting controls encompass the written policies and procedures designed to insure the accuracy and reliability of warehouse inventory and commodity financial accounting data and to safeguard assets.  Internal accounting control provides reasonable assurance that:

· Transactions are carried out in accordance with management's general or specific authorization.  This requires independent evidence that authorizations are issued by persons acting within the scope of their authority and that transactions conform to the terms of the authorizations.

Internal Control
	Commodity Program Mangers must review on a regular basis a reasonable sample of receiving waybills, dispatch waybills, all Loss and Adjustment Reports to determine that each document has been authorized by the person delegated that responsibility by management. 


· Access to assets is permitted only in accordance with management's authorization.  This includes both direct physical access and indirect access through the preparation or processing of documents that authorize the use or disposition of the food.

Internal Control
	Access to warehouses is restricted to personnel authorized by management.  The warehouse is locked and guarded during non-working hours; only the person designated by management has the keys.  Waybills, the documents used to receive and dispatch food from warehouses, are pre-printed, pre-numbered, and safeguarded like checks used to withdraw money from a bank account.  Only those individuals delegated the responsibility by management are allowed to authorize the issuance of waybills.  


· The warehouse inventory ledgers are compared with the physical inventories at reasonable intervals, and appropriate action is taken with respect to differences.

Internal Control
	SC and counterpart warehouse managers and storekeepers must make regular, on-going physical counts or inventory of food stored in their warehouses.  For internal audit purposes, inventories must be taken by persons separate from the warehousing and commodity accounting staff.  Independent counts must occur annually and, wherever possible, more frequently. The totals are presented to the commodity accountant who reconciles the physical inventory with the warehouse ledger balances.  The reconciliation is then reviewed by the Program Manager and approved by the Field Office Director.  If differences between the ledger balance and the physical count cannot be reconciled, they are considered a loss and documented on the Loss and Adjustment Report.  The Loss and Adjustment Report is authorized by a senior manager.  A claim would be filed against the person responsible for the warehouse where the loss occurred unless the warehouse manager or storekeeper shows that he/she acted reasonably and the loss could not have been prevented.


B.  
Administrative Control

Internal administrative controls are the plan of organization and all the methods and measures adopted to promote operational efficiency and adherence to management policies.   A primary responsibility of management is to operate effective programs at an acceptable cost.  To accomplish this, management: 

· Develops policies and procedures to promote efficiency in every area of activity.

Internal Control
	Promoting efficiency in food management requires clear written policies and the procedures necessary to implement those policies.  This Commodity Programming & Management Manual consolidates SC food management  policies and procedures. 


· Implements the policies and procedures through proper personnel selection, training, and compensation.

Internal Control
	SC's food management policies and procedures will have little effect without qualified staff to implement them.  To the extent possible, all positions should be filled based on competition, and references from former employers.  Compensation for positions should be compatible with employees’ duties and the market rate.  Training should be provided whenever required.


· Communicates the means of effecting the policies and procedures.

Internal Control
	This Commodity Programming & Management Manual lists the procedures necessary to manage food resources.  Employees’ skills are enhanced through formal / informal training.


· Monitors performance through adequate supervision.

Internal Control

	At the field office and other levels, organizational charts show the food and logistics sections with lines of reporting clearly defined.   Job descriptions for each staff member detail the specific duties to be performed, including supervisory duties.  Supervision occurs at the headquarters level through audits and program reviews.


II.  
Organization and Staffing

A.  
Structure and Roles

Food aid projects vary in size from country to country.  Some field offices monetize food and use the proceeds to implement projects, while others distribute food to hundreds of thousands of people on a daily basis.  Management must evaluate the food resource needs of each country office and develop an organizational structure that maximizes the impact of available resources on targeted beneficiary populations.  Management structures may emphasize direct operational responsibilities or strengthening partnership relationships with counterparts.

Internal Control
	To minimize losses and insure that the maximum amount of food reaches the intended beneficiaries, the  organization must have:

· competent, trustworthy personnel with definite lines of authority and responsibility

· clear segregation of duties among the personnel.


1.  
The Organizational Chart

The usual way of depicting an organization is with a chart that shows:

· Established departments or functions

· Title of each job and its location within the organization

· Who is in charge of what department or function

· Who is accountable to whom?
At a minimum, an organizational chart for projects using food resources must include personnel to:

· Plan, organize, implement, control, and evaluate programs involving food distribution 

· Inspect warehouses, take physical inventories, and make end-use checks on food

· Account for the receipt, storage, and distribution of all food

· Review books and records maintained by counterparts at regional and distribution site levels.

Duties should be clearly assigned to project personnel who understand the linkages shown on the organizational chart.

Internal Control

Field offices may at times be faced with limited financial resources and an inability to find experienced personnel.  In these cases, some duties of managers and staff may not be easily separated and all internal controls may not be satisfied.  In these situations, field offices in consultation with the SC Internal Audit Department will determine how to ensure compliance with policies/procedures, even consider the termination of the project.  Whenever appropriate, donors should be kept informed.  See  Agreements and Contracts.  

2.  
Delegation of Responsibility

Given the complexity and operational setup of commodity programs, it is not practical for top management to directly supervise all operations.  In order to function efficiently, duties must be delegated and integrated into an organizational plan that provides for a clear separation of duties between those persons having physical possession of the food and those persons accounting for the quantity of food.  For example:

· One unit is responsible for physical custody of the food.

· A separate unit accounts for the quantity of food in inventory at any given time.

· A third unit is responsible for the distribution plan, which allocates food.

· Periodic physical counts are performed by persons separate from the above three units.

The first three responsibilities are usually handled by the warehousing staff, commodity accounting staff, and project management staff respectively.

3.  
Collaboration with Other Organizations  

SC often collaborates with other agencies or counterparts and may be responsible for only a segment of the operation, such as warehousing or trucking.  Whether SC is responsible for all or part of the operation, the principles of proper organization must apply.

B.  
Job Descriptions

Job descriptions describe the specific day-to-day activities and responsibilities for each position on the organizational chart.  The following represent some major responsibilities required of a food aid operation.

	Title
	Responsibilities
	Reports to:

	Project  Manager
	· Donor liaison

· Staffing

· Project programming

· Develops monitoring and evaluation strategies

· Insures adherence to SC and donor established policies and procedures

· Develops project proposals 

· Obtains funding for interventions

· Initiates Call forwards

· Coordinates among units

· Develops targeting criteria
	Assistant  Director Programs

	Port Officer
	· Acts as a liaison between SC and port authorities, surveyor, clearing and forwarding agent, shipping agent, stevedores

· Inspects dock areas and transit sheds prior to arrival of food for safety and cleanliness

· Works with independent surveyors at port

· Insures marine and port losses are properly documented and reported, and responsibilities are fixed 

· Facilitates timely loading of food out of port 

· Keeps port operations shipment ledgers and files

· Insures timely identification/disposition of unfit food

· Insures timely reconstitution of damaged food in port
	Project Manager


	Title
	Responsibilities
	Reports to:

	Warehouse Managers and Storekeepers 


	· Receive and issue food  upon proper authorization and documentation

· Maintain stack cards for individual shipments and empty containers

· Maintain warehouse inventory ledger

· Insure cleanliness and safety of warehouse 

· Inspect and control insect and rodent infestations 

· Insure that food is stacked properly

· Insure that damaged food is properly segregated and repackaged promptly
	Project  Manager

	Field Monitors
	· Conduct physical inventories at distribution sites and reconcile with stock ledgers

· Periodically attend food distributions 

· Prepare site distribution end-use monitoring reports

· Conduct counterpart training 
	Project Manager

	Food and Logistics Officer


	· Coordinates contracts for services, e.g., private transporters, independent surveyors, and clearing and forwarding agents

· Liaison with government ministries for port clearances

· Secures all necessary documentation to receive incoming shipments
	Assistant Director  (Administration)



	Internal Auditor-

Field Office
	Evaluates:

· Adequacy of controls for accounting activities

· Compliance with SC policies, plans and procedures 

· Measures to safeguard assets against possible losses

· Reliability of accounting data 

· Performance and efficiency of operations in assigned responsibilities
	Field Office Director


C.  
Emergency Project Considerations - Start Ups

All systems mentioned above must be in place for any food project to function efficiently.  However, in emergencies systems may be implemented in stages.  The following is a suggested schedule for implementing a food project in an emergency start up situation.

1.  
First Month of Operations:

· An on-site food management unit is established with experienced staff.  The local SC office, regional SC offices, as well as SC headquarters, must collaborate closely to fill vacant positions. 

· Coordination with local governments, other donors and PVOs.

· Management arrangements are put into place, including organizational structures and clear assignment of responsibilities following the basic concepts of internal control.  A specialist may be needed to assist in setting up the following controls and to undertake the initial training of staff in operational systems and procedures:

· Proper authorization procedures

· Accountability

· Checks on the recording of transactions, e.g., waybills, inventory ledgers

· Daily or weekly stock reports

· Limited and regulated access to food

· Separation of duties

· Staff rotation.

· Necessary documentation printed and procedures established for transport of food from port to storage and from main storage to distribution points.  Documentation is provided by SC/USA HQ Division for Humanitarian Response.  The field office must locate secure offices for storage of all ledgers and forms.  Documentation includes pre-printed: 

· Waybills

· Reconstitution Loss Reports (RLR), Commodity Inspection Reports (CIR), Loss Reports for suspected Theft (LRST)

· Loss and Adjustment Reports 

· Warehouse inventory ledgers (Main and Supplementary)

· Commodity Status Reports

· Recipient Status Reports.

· Storage space and staff are selected.

·  Both formal and on-the-job training takes place on handling of food and inventory controls at warehouses.

· On-going assessments of the size of the target populations, development of initial distribution plans and dispatch schedules. 

· Transportation and vehicle maintenance contracts are negotiated, and/or procurement arrangements are made.

· Communications networks, including radio networks and checkpoints, are established. 

· Reporting occurs daily on amount of food distributed. 

At the end of the first month, systems, schedules, and documentation should be in place for the warehouses, and the warehouse inventory accounting system should be complete enough to tell the amount of food that has been received and issued, the quantity available for distribution and the extent of any losses.  

Rough estimates of distributions can also be made.  Even if food is distributed off the back of a truck to a crowd of people, the driver and person in charge at the distribution site can report the amount on the Receipt Information section of the waybill.  This information can be used to estimate the individual rations received by people

2.  
Second Month of Operations:

· Continued training on sound food handling, accounting, and procedures takes place at warehouses and distributions sites.  

· Continuing assessments of the size of  beneficiary population and better defined criteria are established for eligibility to receive food rations.

· Individuals to receive food for distribution are selected by community leaders with SC and, as appropriate, donors and staff from other NGOs/PVOs. Signatures of selected personnel are recorded and placed on file by SC.

· Regular reporting continues on estimates of people receiving food.

By the end of the second month, food handling and warehouse inventory accounting procedures should be functioning down to the final distribution point.  

3.  
Third Month of Operations:

· Registration of beneficiary population takes place, including if possible the use of ration cards.

· Scales and other equipment are supplied.  Selected members of the beneficiary population are trained to handle food, measure and give out food rations to approved beneficiaries, and keep records at the distribution point.

· Regular monitoring of distributions and warehouses (procedures and documentation) takes place at all levels. 

· Country office examines possibilities for complementary interventions.

· Regular reporting should provide an accurate estimate of the number of people receiving food.

By the end of the third month, systems should be functioning at all levels, regular reporting should be taking place, beneficiary populations should be trained in basic food management functions, and new programming options should be under consideration.

III.  
Audits AND Management Reviews

An audit is an examination of the activities of an organization or a component of an organization.  An audit informs the organization how well it has been operating, usually pointing out strengths and weaknesses as well as making recommendations for improvement. This chapter focuses only on food audits.  

Food audits can be performed by U.S. Government representatives (for USG required audits), independent audit firms hired by SC or the donor, SC’s Internal Audit Department (IAD), or SC’s external auditors.

A.  
U.S. Government Audits

The U.S. Government's Office of Management and Budget (OMB) Circular A-133 establishes audit requirements for certain non-profit organizations like SC that receive USG support.  The annual A-133 audit is conducted by SC's external auditors and Internal Audit Department (IAD) on a worldwide basis.  The audit opinion pertains to SC's U.S. Government operations in their entirety, not to a specific region, country office, or program.  The U.S. Government does not require individual field offices to submit audits.  SC’s external auditors currently audit about four field offices annually.  The annual, worldwide A-133 audits are intended to reduce the number of  U.S. Government-required audits.  Grant-specific audits, however, can still be required.

The A-133 audit typically examines controls for reducing losses and maintaining accountability as food is moved from the port to the beneficiaries.  The focus is on the material aspects of the programs--warehousing, accounting, end-use monitoring, and reporting.

In addition, the IAD audits approximately six field offices each year.  These audits cover all U.S. Government assistance, encompassing both food and funds, including monetization proceeds.  Findings and recommendations from these audits can be used as support material for A-133 audits.

B.  
Grant-Specific Audits

Currently, no donors other than the U.S. Government have anything equivalent to an A-133 audit.  Instead, an audit of a specific grant or project may be required in the grant agreement.  This audit is usually conducted by a local external audit firm on behalf of the donor.  The donor may allow SC's Internal Audit Department to conduct the audit, since the IAD is sufficiently independent of the grant or project.  The substantial advantage in having the IAD conduct the audit is that it will take much less field office staff time and will not result in unreasonable findings stemming from ignorance or inexperience.  Many times external auditors have little knowledge and experience in auditing food programs.  Regardless of who conducts the audit, the field office should obtain a copy of all contracts with donors.
C.  
Internal Audits and Management Reviews

1. 
Commodity Management Performance Review by CMU Westport office

Commodity Management Unit staff members’ conducts periodical reviews of country office performance on overall commodity management in relation to program quality, which includes food and non food. The reviews also include trainings and introduction of appropriate tools to enhance capacity of country office and the associated partners. CMU informs country office about the impending review schedules in advance with the following scope of work and review protocol to help country office prepare to for the reviews.   

[image: image5.emf]Commodity  Management Review SCOW - Aug 06.doc

      
[image: image6.emf]Commodity  Review Protocol - 09 Aug 07.doc


2.  
SC Internal Audit Department (IAD)

The IAD audits various types of programs including those field offices that receive food aid from both U.S. and non-U.S. donors.

Specifically, the goals of IAD are to:

· Assess risk exposure by reviewing and evaluating management controls as well as internal accounting controls

· Recommend appropriate improvements in internal accounting and operations where inadequate controls have been found, or where controls should be instituted

· Recommend appropriate improvements in the accountability and safeguarding of SC’s assets and the reliability of management data developed and reported to senior managers in field offices and SC/USA HQ.

· Report significant findings and recommendations to senior management in a timely manner, providing assistance with implementation plans, if necessary

· Evaluate the effectiveness of management’s proposed actions to correct internal control deficiencies.

The specific objectives of food audits are to review the:

· Reliability of certain financial and operational information, such as waybills, warehouse inventory ledgers and Commodity Status Reports

· Systems established to insure compliance with those policies, plans, procedures, regulations, and laws that could have a significant impact on operations and reports; and determine whether the field office is in compliance

· Means of safeguarding food from loss and misuse, and as appropriate, verify the existence of such food.

IAD submits an annual schedule of proposed internal audits to field offices for their concurrence and makes a reasonable effort to reschedule audit dates when the field office has a schedule conflict.  The scope and objectives of the audit are submitted to the field office approximately one month before the scheduled beginning of the audit.  

The field office is also requested to provide relevant program information, which provides IAD with important planning information.  Most of the preliminary information required by IAD is easily prepared or compiled from existing reports or documents. 

Internal audits of food programs are usually combined with internal audits of funds and property.  These audits take about four to six weeks to complete.  Internal auditors meet with staff at the principal office, review documents and systems, visit sub-offices, warehouses and distribution sites where material amounts of food are handled, and meet with local donors, if applicable.  The IAD also will incorporate reasonable requests by the field office into the scope of the audit.

All audit observations and recommendations are documented in writing and discussed with the field office director and other staff before the auditors leave.  Before issuing a final audit report, IAD provides the field office with a draft report and an opportunity to comment on the report.      

Should the field office choose not to implement specific recommendations, then the field office director must accept the risks of not implementing the recommendations.  

SC/USA expects all accepted recommendations to be implemented within three months of the issue date of the audit report, unless an extension is granted.

The final audit report is distributed to the executive staff at SC/USA (SMT), AVP of DHR at SC/US HQ, concerned Area Director, Field Office Director, Program Manager and Directors or department heads of concerned program/operational division.

2.  
Field Offices 

Senior management of each field office staff must be actively involved in monitoring its own food activities.  For large commodity programs field offices may create an internal audit positions within the management structure of the field office or delegate responsibility to the Financial Controller.

A senior manager can easily make a surprise physical count of food in a warehouse when visiting a sub-office or examine a sample of warehouse inventory records and stock cards and trace some of the entries to the source documents, verifying that the source documents have been properly authorized.  Whether or not any discrepancies are discovered, this shows that senior management takes an active role in insuring that systems are in place and are properly operated to minimize the risk of loss and to promote effective food programs.  

Given the high value of food assets and responsibilities for safeguarding them, field offices should carry out an internal management review at least annually.  The nature and extent of these reviews should be coordinated with Director of CMU.
The following checklist may be helpful in carrying out the reviews.  The checklist is adapted from Attachment 14A, AID’s Suggested Checklist for Internal Reviews of PL 480 Title II Programs of Voluntary Agencies, Handbook Nine, January 1981.  How extensively country offices will follow the checklist depends on the program’s operational environment, numbers of experienced staff, relationships with counterparts and known weaknesses of systems.

3.  Suggested Checklist for Management Reviews

a.   Responsibilities and Timing

Senior managers of field offices will be responsible for reviewing their own operations each year and submitting findings and recommendations to CMU and Livelihoods at SC USA Headquarters.  The review may be conducted by members of the field office staff or experienced outside consultants.

b.   Places to be reviewed
· Country and regional offices

· Counterpart offices -- main and regional

· Ports

· Warehouses

· A representative sample of distribution sites.

c.   Overall Assessment of Agency’s Capability

· Field office (appearance, size, location equipment, type of records, status of files and reports)

· Size and capability of staff and number of field monitors

· Scope and quality of previous reviews and action taken on previous recommendations

· Agreements and effectiveness of their implementation.

· Summary of agreements:

· Between field office and host government

· Between field office and counterparts, including those at distribution sites

· Between field office and contractors for services.

· Agreement coverage for the following:

· Survey of cargo discharge from ships

· Prompt duty free entry

· Right of field office representatives to examine records of counterpart operations, inspect food in storage, and observe distributions

· Travel in country and make decisions about the program 

· Confiscation and return by police of food found in black markets

· Coverage of operational and distribution costs by donors and counterparts, including in-kind contributions

· Counterpart reimbursement for losses.

· General recommendations for improving field offices’ capability.

d.    Review of Field Office Program Guidelines and Their Implementation

 1)  Eligibility of Recipients

· Written guidelines or criteria prepared by field office to share with groups requesting food.  Are these guidelines known to counterparts and other local organizations?  Are guidelines consistent with donor laws and regulations?

· What criteria are supposed to be used before approving new projects or terminating others?  Are they applied in practice? If not, why not?

· Select three specific projects belonging to different projects using food resources in different ways, e.g., MCH, FFW or emergency distributions, and verify how eligibility requirements (including payment of nominal fees) were applied.

· Formulate recommendations for improving eligibility guidelines and their enforcement.

2)  Computation of Food Requirements

· How were individual food rations determined for each program category request to donors, e.g., an AER for Title II programs, Transfer Authorization for an Emergency Program?

· Compare requested rations with rations dispatched from warehouses and with rations actually distributed at the three selected project sites.  Note and explain any discrepancies.

· Is information on the number of beneficiaries per project updated before warehouse dispatch orders are sent out for a given project?

· Compare existing stocks at selected project sites and warehouses serving them with “normal” distribution rates according to approved rations and number of beneficiaries.  Account for losses or excesses.

· Make recommendations about methods of computing, updating and controlling food requirements.

3)  Adequacy of  Physical Facilities and Equipment

·   Ports

·   Main warehouse

·   Regional and secondary warehouses

·   Stores and distribution points at selected project sites.

e.    Review of Control Documents and Inventory Systems

· The description of the country and regional office inventory system follows the “life-cycle” of a typical food shipment, from the development of the program plan and request to the donor through final reports on distribution and end-use.  Each step will be identified, numbered and any gaps in the inventory “system” noted.  Steps to be covered are given below, in section f.

· The donor approved program plan should be checked against actual distributions by using “case histories” of specific shipments. Reference should be made to points where information systems were inadequate or where decisions were not taken despite adequate information, indicating why and who was responsible.

· Make recommendations to improve field office information systems.

f.    Steps to Check in the “Life-Cycle” of a Shipment

· Basis for preparing request to donors for estimated future needs or for emergencies

· Basis for preparing program plans in coordination with donors, counterparts and other international or local NGOs

· Basis for submitting Call Forwards

· Usefulness and timeliness of shipping documents sent by SC USA’s Freight Forwarder.
· Documentation and procedures required for clearing shipments through port

· Independent discharge and delivery survey reports and filing of claims for marine and internal losses

· Control of port losses and claims

· Control of transport to main warehouses

· Control of warehouse inventory and losses

· Control of updated food requirements for each project or region

· Basis for and frequency of warehouse dispatch orders to projects or regions

· Control of transit losses during transport from main warehouses to regional, other secondary warehouses and to project sites

· Control of static losses at regional or other secondary warehouses and at project sites

· Method of disposal of damaged food

· Claims made for inland losses

· Control of distribution from regional warehouses or other secondary warehouses to project sites

· Methods of distribution, and control documents at projects sites

· Frequency and form of end-use checks and inspections, including reports and actions taken

· Control and utilization of funds from beneficiary contributions and the sale of empty containers

· Actions taken to avoid sale or trade of food by beneficiaries

· End-use reports provided by beneficiaries and by regional offices

· Basis for preparing commodity and recipient status reports

· Actions taken to ensure that overall distribution levels are within approved program plans

· Coordination of food aid from different donors, including distribution of food from multiple donors and avoidance of giving the same beneficiaries multiple rations from different donors unless otherwise provided by program plans.

g.    Summary of Recommendations for the Management Review.

D. References:

Commodity management standards comply with the Sphere Project Minimum Standards in Food aid and Minimum Standards for Non-Food Items; the Generally Accepted Commodity Accountability Principles; the NGO Code of Conduct on Food Aid and Food Security, and USAID PL 480 Title II Regulation 11. site> http://www.usaid.gov/our_work/humanitarian_assistance/ffp/reg11p.htm
These reference documents are available at the following web site: www.usaid.gov  
All commodity management practitioners must become well versed on the requisite standards and compliances.
As a disincentive to replacing high value imported commodity with often lower value local production, reimbursement in cash - not in kind - is preferred.





Warehouse inventory accounting tracks units of inventory (such as bags of grain or cartons of water containers) stored at Port Authority, SC, counterpart or contracted warehouses – as well as all movement of inventory between these warehouses.  Each warehouse keeps records that show stock movement, losses and balances.  The country offices maintain summary records that show total warehouse inventory balances.


Finance inventory accounting tracks units of inventory, but it also assigns a monetary value to the units and places a total dollar value on all program assets in inventory in a country.  Finance inventory accounting records are compared to warehouse inventory records to detect errors and discrepancies. Having two separate entities with opposing interests makes collusion more difficult and sets up a system of checks and balances.














Marine Losses are losses in quantity or quality of goods or commodities that occur between the time the Bill of Lading (or receipt for the goods shipped) is issued to the shipping company and the time the shipping company turns over custody and control of the goods or commodities to SC or SC designated clearing and forwarding agent, usually at the port or at the warehouse on thru Bill of Ladings. 


Internal Losses are losses in quantity or quality of goods or commodities that occur after SC takes custody from the shipping company or donor until the time of distribution to recipients.  These losses may occur while goods or commodities are under the control of a port authority; a SC contracted transporter; SC warehouse or distribution staff; or a counterpart responsible for distributing them to recipients.  Internal losses and adjustments may be discovered when tallying results indicate more or less goods / commodities are delivered to a warehouse than stated on waybill; a discrepancy is found between a physical count and the warehouse inventory ledgers or between the amounts dispatched from a warehouse and received at a distribution point;  warehouse inspection uncovers damaged inventory.





Take measures to ensure that sold or donated unfit commodity is not resold for human consumption. For example: 


In contracts for sale or documents for distribution, include statements of legal action SC will pursue against those found selling the unfit commodity as food for human consumption.


Inform local police of the names of the organizations receiving the commodity, as well as dates and amounts purchased or received.


Launch a public awareness campaign to inform the population of the dangers to humans consuming the unfit commodity.


Periodically check the local market to see if unfit food is being sold.
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Commodity Management Review 


Standard Terms of Reference




Commodity Management Review:  (country office)


Review Team:  (names and titles/location)


Period of Review:   (dates)

Background


Save the Children treats commodities as cash, and is required, for both internal accountability and donor requirements, to ensure that commodities entrusted to us are:  physically safeguarded; managed under proper accounting control mechanisms; and used for intended purposes.  Standardized systems and documentation, both paper and electronically based, have been developed for use in all programs.  Standards for commodity management and accountability, as well as internal capacity building, have also been developed.


Save the Children’s commodity management standards include the stipulation that food resources are stored, tracked and managed in accordance with established agency standards.  This includes the management and coordination of port operations such that shipments are received in time to reach beneficiaries as planned; the management of warehouses such that they are well located, accessible and secure; meeting other SC standards including those of commodity handling, presence of equipment and documentation; and most importantly for accountability purposes, that systems are in place to ensure that commodities are safeguarded while in warehouses, in transit, and during distribution.


Commodity managers have the responsibility to protect commodities under the custody of the agency, which can be held liable for losses.  Commodity management reviews are conducted periodically in order to review existing country office systems, identify degree of compliance with Save the Children and donor standards, and provide technical assistance as well as training.


Commodity Review Scope of Work


This review will seek to determine whether management and systems currently in place provide proper oversight and accountability in commodity management operations.  In order to determine the adequacy of the existing commodity management systems and to identify any gaps in processes, procedures, as well as training needs of current staff, a review will be conducted against Save the Children’s commodity review standards (attachment 1), which cover the following areas:


1. Staffing and Organizational Structure:  verifies that staff are sufficient, adequately qualified, structured and managed to ensure good commodity management.  Includes review of an up to date organizational chart and job descriptions which clearly outline roles and responsibilities, and determination of adequate separation of duties.


2. Port Operations and Transportation:  reviews issues concerning port operations and preparations for the receipt of incoming shipments and transportation of commodities, including:  port facilities; clearing/forward contracts; documentation and process for ETA notifications, appointing surveyors, and claims; and transport contracts.


3. Warehousing of Commodities:  reviews important aspects of warehousing practices.  Warehousing is considered central to commodity safeguarding, this section is deliberately detailed.   Review of suitability and adequacy of the existing storage facilities, maintenance and cleanliness. Special attention will be given to safeguarding commodities while in SC custody and adherence to proper warehouse management practices, including security.


4. Internal Commodity Control System:  review of control systems, including minimum records and documents necessary track commodities and to document transactions:  ledgers, waybills, dispatch memos, bin/stack cards, and inventory and loss reports.   A selection of commodity transactions will be reviewed to trace commodities from port arrival to central warehouse, to dispatch (to secondary warehouses as appropriate) and to distribution point.  In addition, the following will be examined:


a.
Preparation of various reports. (HQ/Donor)


b.
Inventory of commodity at warehouse


c.   Procedure for receipt/Dispatch to/from warehouse


d.   Submission of warehouse reports


e.   Inspection of warehouse


f.    Loss/adjustment reporting


5. Distribution/End Use Inspection:  review of distribution plans to ensure delivery of commodities to the right beneficiaries at the right location, at the right time and at the right cost.  Site visits will be conducted to determine that commodities are being distributed for intended purposes, to eligible beneficiaries and properly safeguarded. Selective interviews of beneficiaries will be conducted as well as review of documentation, such as:


a. Methodology (weights/measures, crowd control, security etc).


b. Ration scales


c. Beneficiary lists and ration cards


d. Inventory records for commodity at site


6. Reporting Requirements:  review of standard commodity reporting formats and other internal and external reporting to test compliance with donor requirements. 


7.  Specific Areas of Focus/Concern:  (to be identified by country office)

Deliverables


Upon completion of the review the following deliverables will be provided to the field office:


a. Debrief with the Country Office SMT to review findings and recommendations as outlined in a draft report, and determine follow up support needed, if any. 


b. Training will be conducted immediately following the review and will focus on areas of weakness identified during the review, and may include:


1. Warehouse Operations/Reporting


2. Receipts/Dispatches


3. Losses & Adjustments


4. Distribution/Reporting


5. Preparation of RSR/CSR and other reports


6. Review of AER, Procurement Schedules and Survey Reports


c. Final Report provided within 10 days which includes findings and recommendations, including summary of follow up actions to be completed. This report will be addressed to the Country Director and copied to appropriate HMU/MSU staff.   If appropriate, a separate management letter will be provided to the country office to address any additional programmatic or management issues.


d. Country offices will complete a review feedback document (Attachment 2) within 2 weeks of receipt of the commodity review report, as well as an action plan responding to recommendations, both to be returned to HMU/MSU.  The action plan should make reference to the capacity assessment tool (Attachment 3) and capacity enhancement plan for commodity management.


SAVE THE CHILDREN


COMMODITY MANAGEMENT STANDARDS


1. Field office and project staff are sufficient and adequately qualified, structured, and managed to ensure good commodity management.


Measures:

1.1. Commodity management positions are structured in such a way that roles and responsibilities are clearly defined and separated. 

1.2. Employees have job descriptions and understand their respective roles and individual responsibilities.


1.3. Qualifications of commodity staff are adequate relevant to their current positions.


1.4. Senior Managers such the FOD, DFOD and the Project Manager play a supervisory role in commodity management.


1.5. Finance staff are engaged in commodity-related financial issues.


1.6. New staff shall be oriented and provided with basic training relevant to their new positions. Commodity management training is conducted regularly.


2. Port Operations and Transportation


This section addresses issues concerning port operations and preparations for the receipt of incoming shipments, as well as transportation of commodities.


Standard 2:  Adequate preparations and arrangements are made for the arrival and receipt of the food at the port of discharge.


Measures:


2.1. Duties (taxes) are not paid on imported commodities.


2.2. A recognized independent surveyor is appointed to be present during the entire discharge of the cargo, and documents the condition of the cargo, quantities off-loaded and any marine losses.


2.3. Port facilities are adequate to handle bulk cargo and/or secure transit warehouses are available for bagged cargo.  


2.4. Staff are present in the port during discharge of the commodities to observe and report irregularities.


2.5. Estimated time of arrival of commodities are generally anticipated, reasonable and information is coordinated with CEC/MSU.


Standard 3:  Adequate and suitable storage space is secured prior to the arrival of shipments and is appropriately maintained


Measures


3.1.  Structure, location and security of warehouses are suitable.

3.2.  Storage space is adequate for maximum annual volume of commodities.

3.3. The warehouse is clean.

3.4. Commodities are well-stacked.


3.5. Damaged commodities are segregated.

3.6. Appropriate equipment and materials are available to the warehouse staff.


3.7. Warehouse records are adequately kept.

Standard 4:  An adequate commodity inventory control mechanism is in place. 


Measures:

4.1. Transactions are accurately recorded daily (in ink) in each commodity store.


4.2. Waybills are appropriately filed and correspond fully with daily transactions recorded in ledgers and authorizing dispatch documentation.


4.3.  Bin/stack cards are maintained and located on all commodity stacks.


4.4.  Food deliveries are verified against the waybill upon receipt.


Standard 5:  Distribution of commodities is efficient, orderly and in accordance with distribution plans.


Measures:

5.1. Beneficiary master lists are maintained and regularly updated through verifications during distributions and/or organized recounting exercises.


5.2. Beneficiary definitions are consistent with the grant agreement and understood by commodity management staff.


5.3. Communities are informed of ration sizes, which are also to be posted at distribution sites.


5.4. Rations are consistent with SPHERE standards and/or approved by the donor agency and local counterpart agencies. 5.5. Distribution and logistics plans adequately take into consideration distribution requirements, local transportation infrastructure and constraints and local storage availability.  


5.6. Adequate and trained field monitors with necessary equipment (e.g., vehicles/motorcycles and radios) supervise distributions and report changing situations.


Standard 6:  Commodity-related reporting is accurate, timely and complete.


Measures:


6.1. Internal reporting systems are in place to track commodity movements, such as warehouse monthly inventory transactions, and out-let distribution reports.  


6.2. Commodity Status Reports (which contains all in country stocks) and Recipient Status Reports (which notes numbers of recipients reached during reporting period and quantities distributed) are submitted to USAID/Mission on a quarterly basis in the suggested standardized format. (Title II Programs)


6.3. Commodity Loss Status Reports are completed and filed with USAID/Mission whenever losses occur, regardless of the location or size of loss. (Title II Programs)


6.4. Reports for non-title II donors such as USDA and WFP are submitted on time, and in accordance with their respective formats and grant agreements.
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Commodity Review Protocol


1) All SC Field Offices managing in-kind food commodity resources (regardless of donor) will be subject to a Commodity Management Review at least once every two years.


2) Additional Commodity Management Reviews may be conducted at any time at the request of the Field Office, the Regional Director, or the Director of HMU.


3) Commodity reviews will be conducted by ???????


4) In consultation among the Country Office, the Regional Office, HMU and MSU, specific Terms of Reference will be established for each Commodity Management Review including, but not limited to, the contents of the HMU established standard Commodity Review TOR (see attached).


5) Commodity Management Review Reports will be written following the standard format for such as established by HMU (see attached).


6) A draft of the Commodity Management Review Report will be discussed by the Commodity Review Team with responsible Country Office staff, including the Country Office Director, before the Commodity Review Team departs from the country of review.


7) The Commodity Management Review Team will submit a draft of the Commodity Review Report will be submitted to the Country Office concerned within ?? work days of having completed the Commodity Management Review.


8) The Country Office will acknowledge receipt of and respond to the draft Commodity Management Review Report with additional input or requests for changes within ?? workdays of receipt of the report.


9) The Commodity Management Review Team will finalize and submit the final Commodity Management Review Report to the Country Office within ?? work days of receiving Country Office acknowledgement of and input on the draft report, with copies to HMU Director, HMU ?????, MSU ???????, SC/Finance (Audit) ?????.


10) The Country Office will provide a written work plan with calendar detailing the action plan through which it will address any and all shortcomings which may be raised by the Commodity Management Review Report. The work plan will be submitted to HMU Director, HMU ?????, MSU ?????, SC/Finance (Audit) ????.


11) The Country Office may wish to request technical assistance (including training) from HMU and or MSU as part of its Commodity Management Review action plan. 


12)  The Country Office will provide a written report to ????? on the outcomes & results of its Commodity Management Review action plan by the established end date of that plan. A follow-up Commodity Management Review may be scheduled to evaluate the effectiveness of the completed Country Office action plan.


13) SC/Finance (Audit) will incorporate Commodity Management Reviews and Country Office Commodity Management Review Action Plans in its country files and, at the time of Country Office audits, assess the office’s compliance with specific Commodity Management Review findings as well as commodity management and accounting in general.


14) County Office commodity management and accounting practice, as evaluated by Commodity Management Reviews and the CO’s response to and action on Commodity Management Review findings, will be incorporated into the IMPACT process for Country Office Directors and those other staff (international and national) directly responsible for food commodity management.
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AGREEMENT BETWEEN


WORLD FOOD PROGRAMME (WFP)

AND


…………………… [NGO’S Name] (The Partner)

REGARDING THE IMPLEMENTATION OF A WFP ASSISTANCE PROGRAMME 


(WFP EMOP/PRRO/PROJECT number xxxxx)

Objectives of the Agreement


....... [NGO’s name] ............. is a non-governmental, non-profit, non-political organization registered with the Government of ... [country]. It has agreed to cooperate with WFP in providing services for… [specify the objective(s) of the operation, e.g. reception,  handling, and distribution of food, monitoring of distributions; nutritional feeding; health; sanitation; water supply; programme impact evaluation and assessment, etc., and, where applicable and mutually agreed to - for the storage and secondary transport, and any other services specifically requested and agreed upon.].


This Agreement establishes and defines the cooperation between the Parties for the provision of services as may be described above. This agreement shall define: (a) the modalities for the distribution of food to the beneficiaries and all tasks associated therewith; (b) the description of other services required to be performed, such as those in nutrition, health, sanitation, etc; (c) obligations of the Parties with regard to costs, communications, supply of equipment or services;  (d) the reporting requirements of the Partner; (e) the payment obligations of WFP; and (f) such other analogous conditions for the execution of this agreement.


1. Scope


1.1
This Agreement defines the obligations of both WFP and the Partner in the provision of services in accordance with [reference to LOU with the government/EMOP/PRRO]. The Parties acknowledge that, in accordance with WFP’s commitment to women and gender equality, the Partner, where reasonably possible, shall ensure that food is placed directly in the hands of women and that women take a lead role in the management of food distribution. This commitment of the Parties to women and gender equality shall be a priority throughout the execution of this Agreement. The parties shall acknowledge each other’s role to the general public as appropriate.

2. Commencement, Duration and Termination of Agreement

2.1
This Agreement shall commence on..................... and remain in force until............… The agreement may be amended by the Parties only through mutual written consent. The Agreement may be terminated, by either party, thirty (30) days after the date of receipt of a written notice of termination.


3. Definition of Beneficiaries and Use of Commodities provided by WFP

The definition of beneficiaries and the specific use of resources in the project activities supported by WFP and the Partner are defined in the approved Project Proposal annexed to this Agreement. WFP hereby confirms that the approved Project Proposal (both EMOP and PRRO) is in accordance with the WFP Programme Design Manual.


4. Partner’s Obligations


During the course of this Agreement, the Partner shall: 


4.1
submit for WFP’s approval a budget in the agreed format for the full period of this Agreement (see Annexes 2 and 3). The budget included in the Project Proposal annexed to this agreement shall contain fully cost-justified elements for both fixed (time-bound) and variable (tonnage-bound) costs and shall indicate separately: (a) the start-up and close-down costs (where applicable); (b) a standard (5%) management service charge as a contribution towards the Partner’s headquarters overheads;


4.2     in a case where the Partner collaborates in a common or parallel programme of assistance to designated beneficiaries with WFP, cost-sharing shall be defined and mutually agreed. Similarly, if services other than food distribution and monitoring are involved (such as surveys, vulnerability analysis, evaluations, etc.), agreement on responsibility for costs will be established in advance;

4.2
in conjunction with WFP, establish a distribution plan for the agreed planning period, providing estimates of the proposed number of beneficiaries and the means by which distribution shall be effected; 



4.3
be responsible for the reception, storage and handling at  mutually agreed delivery points, and secondary transport to other delivery and/or distribution locations required by WFP and for distribution to beneficiaries of commodities provided by WFP;


4.4
take all reasonable measures to ensure that commodities provided by WFP reach the intended beneficiaries without unreasonable delay and in the condition in which they are received. This includes arranging to recover commodities from damaged containers and the fumigation of commodities and warehouses if and where necessary (see section 7.2);


4.5 maintain proper accounts of all commodities received from WFP and distributed. The Partner shall maintain separate records and accounts of commodities provided by WFP under this agreement, from those commodities made available to the Partner from any other sources, unless specific written instructions are received from WFP. The Partner shall retain records for possible future inspection and audit purposes by WFP for a period of five years from the termination of this agreement. Financial transactions and financial statements shall be subject to the internal and external auditing procedures laid down in the Financial Regulations, Rules and Directives of WFP;

4.6
provide suitably qualified personnel and adequate means necessary for the implementation and supervision of the operations and activities agreed upon in this agreement;


4.7
be fully responsible for acts and omissions of its personnel.  The personnel of the Partner do not have the status of staff members or employees of WFP, the United Nations or other agencies. WFP shall not accept liability for compensation for the illness, disability, death or the effects of other hazards which may be suffered by the employees of the Partner agency, whether work- related or not, or loss or damage to property or personal effects belonging to it, its personnel or a third party;



4.8
where transport has been provided by WFP, upon receipt of the commodities, immediately complete the relevant section of a Waybill from WFP (or WFP-appointed transporter) and sign the Waybill. The Partner shall present to WFP a list, to be updated on a regular basis, of persons authorized to sign for the reception of the commodities, including their specimen signatures and an official stamp; 


4.9
except as provided in section 6.3, use WFP Waybill, and Landside Transport Instruction form (as applicable), or an approved NGO Delivery form and/or related documents when forwarding commodities from a warehouse to mutually agreed distribution sites or secondary warehouses;

4.10
cooperate, where possible, with relevant government entities and WFP for the most efficient handling, storage, transport and distribution of WFP-supplied commodities, and allow WFP personnel unobstructed access to facilities containing such commodities;


4.11
report to WFP in accordance with the provisions of section 6 below; 

4.12
respect the confidentiality of any information pertaining to any individual or group of beneficiaries of activities the subject of this agreement. The contents of any files, including computerized databases, can only be released to persons outside the Partner’s staff, if such persons have been duly authorized by WFP to receive such information. This does not apply to general statistical information concerning the number and location of the beneficiaries, or to photographs/videos/interviews obtained with the consent of the beneficiaries, which the Partner is free to use as it sees fit for fund-raising, advocacy or educational purposes;


4.13
except for the preference noted in section 1.1, supply commodities and work with all beneficiaries in complete impartiality, regardless of race, religion, nationality, political opinion or gender, without linking assistance, either directly or indirectly, to any religious or political persuasion. In this context, projects supported by WFP shall not include any activities to promote a specific religious or partisan political view. All NGO Partners of WFP in emergency operations are encouraged to comply with the SPHERE Humanitarian Charter and Minimum Standards (recognizing that such compliance depends in part on the quantity, quality and type of commodities supplied by WFP), and/or the Code of Conduct for the International Red Cross and Red Crescent Movement and NGOs in Disaster Relief;


4.14
adhere to the core principles developed by the Inter-Agency Standing Committee to prevent sexual exploitation and other abuses of power against beneficiaries and not tolerate any such abuses on the part of its staff;



4.15
facilitate WFP’s monitoring of the commodity distribution, the storage of the commodity and the recipient beneficiaries;


4.16
encourage the formation of community groups/committees that shall participate in the identification of beneficiaries, their registration and the distribution of the food. Regular meetings between the Parties and with local community groups/committees, as required, shall be organized so as to ratify beneficiary targets and to brief all stakeholders on the implementation progress; and


4.17
retain all empty packaging, bags and containers or, as required, distribute or sell such items as jointly agreed by the Parties. The Parties agree that such empty packaging, bags and containers remain the property of WFP. In the event that the empty packaging, bags and containers are sold, the Partner shall account for the income and the Parties shall determine how such income shall be used for the benefit of the project. Should there be costs associated with storing or disposing of such items, such costs may be included in the project budget.


5. Obligations of WFP

During the course of this agreement, WFP shall:


5.1
make payments to the Partner in accordance with Section 8 below, and with the approved budget referenced in Section 4.1 above, and, subject to the availability of commodities, make available to the Partner at the agreed delivery points listed in Annex .... the quantities of commodities specified in the approved monthly distribution plan;


5.2
subject to the availability of commodities, provide additional quantities of commodities to address contingencies such as an increase in the number of beneficiaries;



5.3
be responsible for customs clearance and transportation of commodities supplied by WFP to the mutually agreed delivery points to ensure that the Partner can meet requirements specified in the monthly distribution plan;


5.4
notify the Partner of the receipt of commodities in-country, the monthly distribution allocation and the movement of commodities by WFP from the port or warehouses. The information shall include, but not be limited to, the type and amount of commodities transported, the means of transportation and the estimated time of arrival of commodities at the mutually agreed delivery point(s);

5.5 inform the Partner as far in advance as possible of any known or anticipated breaks in the pipeline supply chain and take appropriate steps to assist the Partner in minimizing risks resulting from such an event;


5.6
provide advice and guidance on storage and handling of commodities;


5.7
provide training, where necessary, for Partner staff on distribution practices, reporting (including the WFP Commodity Tracking System) and warehousing;


5.8
respect the confidentiality of any information provided by or pertaining to the Partner; 



5.9
utilize suitably qualified personnel and provide adequate means necessary for the implementation and supervision of the operations and activities agreed upon in this Agreement;


5.10
be fully responsible for the acts and omissions of its personnel. The personnel of WFP do not have the status of staff members or employees of the Partner. The Partner shall not accept liability for compensation for the illness, disability, death or the effects of other hazards which may be suffered by the employees of WFP, whether work-related or not, or loss or damage to property or personal effects belonging to WFP, its personnel or a third party;


5.11
provide access to WFP communications equipment, as may be agreed by the Parties. Access to such communications equipment shall be at the expense of the Partner;


5.12 for all commodities handed over to the Partner, provide documentation stating the value of such commodities at the handover point, where practicable; 

5.13
liaise on behalf of the Partners with the local authorities, as required; and

5.14
adhere to the core principles developed by the Inter-Agency Standing Committee to prevent sexual exploitation and other abuses of power against beneficiaries and not tolerate any such abuses on the part of its staff.


6. Reporting


6.1
WFP shall provide the Partner with the format for the reporting of activities performed under this 
agreement.

6.2
The Partner shall provide monthly reports on quantitative data relating to the project, including food stocks, losses and distribution figures, per commodity and beneficiary numbers by activity and by gender, in accordance with the reporting format as attached (Annex 1). 

6.3
The Partner shall also provide quarterly progress reports, including both narrative and quantitative information. Narrative information shall include delivery and distribution arrangements, operational difficulties encountered and measures taken to overcome them, steps taken to reduce losses, the acceptability of food provided, information on complementary inputs from other sources, including those from the Partner, comments on results achieved for the direct benefit of the targeted people and how the overall situation is expected to develop and what additional programmes are proposed. Information on beneficiaries shall include, in addition, wherever possible, gender-disaggregated data such as percentage share of resources allocated to women/men, composition (by gender) of local food management and distribution committees, specifying positions held by women, and share of benefits by category of activities.

6.4
If mutually agreed the partner may use WFP’s commodity tracking system (COMPAS), in order to facilitate reporting and for effective pipeline management. However, the partner may use its own commodity tracking system, including associated documents such as waybills, as approved by WFP. 

6.5
A final report, consolidating information covering the whole of the agreement, shall be provided by the Partner within 90 days from the date of termination specified in section 2.1.

.


7. Cargo Losses and Damage


7.1
The Partner assumes full responsibility for the storage, handling and management of commodities handed over to it by WFP, and shall assume liability for any commodity damage and losses, after the commodities come under its physical control, custody or possession. Reimbursement to WFP for commodities damaged and/or lost due to the wilful or grossly negligent acts or omissions of the Partner may be made after investigation of the circumstances surrounding the loss.


7.2
WFP seeks to ensure that all commodities handed over to the Partner are fit for human consumption. The Partner shall inform and consult with WFP where the condition of any WFP-supplied commodities is in doubt, or there is a perceived risk of contamination of existing stock arising from acceptance of the commodity at the handover point. In such cases, WFP and its Partner will mutually agree on the appropriate operational measures to resolve the situation. Any costs approved by WFP for storage, recuperation, sampling and/or fumigation shall be borne by WFP. 


8. Payments


8.1
The Partner shall be paid monthly by WFP on the basis of invoices submitted and approved, or statements of accounts in an agreed format, and according to the agreed budget. No payment can be made by WFP without supporting documentation certified by the Partner, and accepted/signed by a WFP-authorized representative stating:

· the project number


· the commodity type


· the respective total metric tons distributed during the month by shipping instruction (SI) number (where the SI has been provided by WFP)


· total cargo losses in metric tons by SI number (where the SI has been provided by WFP)


8.2
WFP shall make monthly payments to the Partner in accordance with the quantity distributed, as evidenced by the certified statements and calculated by the all-inclusive rate agreed by the Parties within the project budget.

8.3
Payments under this Agreement shall be made by WFP within 21 days from submission to WFP of a certified statement (or invoice and appropriate documents referred to in sections 6 and 8 of this agreement). If settled in full, such payments by WFP shall constitute the full payment in connection with the services of the Partner under this Agreement. Should there be a query, in writing, on the payment requested, WFP will advance 75 % of the amount, pending submission of a satisfactory explanation on the queried account. Once satisfactory explanation is submitted and approved, the balance of the withheld amount shall be settled within 21 days from approval of the queried account. Payments may otherwise be delayed by WFP until clarification on outstanding accounts is provided by the Partner.

8.4
WFP shall make payments directly into an account located in the country in which the services stipulated in this Agreement occur or where the Partner is officially registered, in the currency of expenditure or otherwise as may be agreed. In principle, the Partner must be registered and recognized by the Government of the country where operations occur.

8.5
Where the Partner provides any additional service at the request of WFP, WFP shall pay for such services at the rate agreed between the Parties, and in accordance with the mutually agreed work plan, prior to the undertaking of the service.


8.6
Any proven additional costs arising out of this Agreement, for which no budget provision has been made, shall be reviewed separately on a case-by-case basis by WFP.  However, payments may only be effected by WFP subject to the availability of funds.


8.7
WFP will, upon written request, make advance payments of up to three months of the projected total budget of the Partner, to a maximum of US$ 100,000, except for operations of six months or less, where the advance will be 30% of the estimated budget, to a maximum of US$ 100,000.   WFP shall make the advance payments within 21 days of receipt in writing of the request. 

8.8
Upon receipt of the final consolidated report and invoice (see 6.3 above), WFP will verify and settle, not later than 45 days, any outstanding amounts due to the Partner. 


8.9 In the event that WFP is unable to deliver the full tonnage specified in this Agreement, whether due to a shortage of available commodities, or due to the termination or suspension of this Agreement for reasons other than the fault of the Partner, then the Partner shall be entitled to reimbursement by WFP of actual and substantiated costs resulting from commitments entered into in accordance with this Agreement prior to receiving written notice from WFP. Such reimbursement of costs shall be for a period up to two months from receipt of the notice of termination, as per clause 2.1 above, but in exceptional circumstances a longer period may be agreed with the WFP country office if required and substantiated. The Partner undertakes to use its best efforts to minimize any such costs, and to include appropriate provisions in any contracts with third parties that will enable the Partner to terminate or suspend such contracts in the event that this agreement is terminated or suspended.


9. Force Majeure


If at any time during the course of this Agreement it becomes impossible for the parties to perform any of their obligations for reasons of force majeure, that party shall promptly notify the other in writing of the existence of such force majeure. The party giving notice is thereby relieved from such obligations as long as force majeure persists.


10.  Arbitration


Any dispute arising from this agreement that is not settled by amicable discussion between parties shall be referred to arbitration under the UNCITRAL Arbitration Rules. The arbitration shall be conducted in London in the English language, and shall be governed by the substantive law of England. The Parties agree to be bound by any arbitration award rendered in accordance with the above, as the final adjudication of any such dispute.


11.  Immunity Clause


Nothing in this agreement shall imply a waiver by the United Nations World Food Programme, the United Nations or any of its agencies or organizations of any privileges or immunity enjoyed by them or their acceptance of the jurisdiction of the courts of any country over disputes arising out of the said Agreement.


For  The United Nations World Food Programme
For  (Insert Name of Partner)_

Name:
............................................................

Name:
.........................................


Title :  ............................................................. 

Title :  ........................................


Date :  ............................




Date :   ......................................
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