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Commodity Credit Corporation, USDA § 1499.11 

authorized in the agreement. The par-
ticipant shall dispose of donated com-
modities that are unfit for such use in 
the following order of priority: 

(i) Sale for the most appropriate use, 
i.e., animal feed, fertilizer, industrial 
use, or another use approved by FAS, 
at the highest obtainable price; 

(ii) Donation to a governmental or 
charitable organization for use as ani-
mal feed or for other non-food use; or 

(iii) Destruction of the commodities 
if they are unfit for any use, in such 
manner as to prevent their use for any 
purpose. 

(2) The participant shall arrange for 
all U.S. Government markings to be 
obliterated or removed before the do-
nated commodities are transferred by 
sale or donation. 

(f) A participant may retain any pro-
ceeds generated by the disposal of the 
donated commodities in accordance 
with paragraph (e)(1) of this section 
and shall use the proceeds for expenses 
related to the disposal of the donated 
commodities and for activities speci-
fied in the agreement. 

(g) The participant shall notify FAS 
immediately and provide detailed in-
formation about the actions taken in 
accordance with paragraph (e)(1) of this 
section, including the quantities, val-
ues, and dispositions of commodities 
determined to be unfit. 

§ 1499.10 Claims for damage to or loss 
of commodities. 

(a) FAS will be responsible for claims 
arising out of damage to or loss of a 
quantity of the donated commodities 
prior to the transfer of title to the 
commodities to the participant. 

(b) If the participant has title to the 
donated commodities, and the value of 
the damaged or lost donated commod-
ities is estimated to be $20,000 or great-
er, the participant will be responsible 
for: 

(1) Initiating a claim arising out of 
such damage or loss, including actions 
relating to collections pursuant to 
commercial insurance contracts; and 

(2) Notifying FAS immediately and 
providing detailed information about 
the circumstances surrounding such 
damage or loss, the quantity of dam-
aged or lost donated commodities, and 
the value of the damage or loss. 

(c) If the participant has title to the 
donated commodities, and the value of 
the damaged or lost donated commod-
ities is estimated to be less than 
$20,000, the participant will be respon-
sible for providing detailed information 
about the damage or loss in the next 
report required to be filed under 
§ 1499.13(c)(1) or (2) and shall not be re-
quired to initiate a claim collection ac-
tion. 

(d)(1) The value of a claim for lost do-
nated commodities shall be determined 
on the basis of the commodity acquisi-
tion, transportation, and related costs 
incurred by CCC with respect to such 
commodities. 

(2) The value of a claim for damaged 
donated commodities shall be deter-
mined on the basis of the commodity 
acquisition, transportation, and re-
lated costs incurred by CCC with re-
spect to such commodities, less any 
funds generated if such commodities 
are sold in accordance with 
§ 1499.9(e)(1). 

(e) If FAS determines that a partici-
pant is not exercising due diligence in 
the pursuit of a claim, FAS may re-
quire the participant to assign its 
rights to pursue the claim to FAS. 

(f)(1) The participant may retain any 
funds obtained as a result of a claims 
collection action initiated by it in ac-
cordance with this section, or recov-
ered pursuant to any insurance policy 
or other similar form of indemnifica-
tion, but such funds shall only be ex-
pended for purposes approved in ad-
vance by FAS. 

(2) FAS will retain any funds ob-
tained as a result of a claims collection 
action initiated by it under this sec-
tion; provided, however, that if the par-
ticipant paid for the freight or a por-
tion thereof, FAS will use a portion of 
such funds to reimburse the partici-
pant for such expense on a prorated 
basis. 

§ 1499.11 Use of commodities and sale 
proceeds. 

(a) A participant must use the do-
nated commodities in accordance with 
the agreement. 

(b) A participant shall not permit the 
distribution, handling, or allocation of 
donated commodities on the basis of 
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