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September 20, 2001
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A2H Draft Contract Summary

These are my observations of the America’s Second Harvest draft contract, based on comparison of the existing contract that took effect April 5, 1996 and was amended February 28, 2000:

· The structure of the contract has changed significantly, but the substance apparently has not.  Obligations are now summarized in Sections III (for A2H) and IV (for LIC) and detailed in Appendix B.  The previous contract referred to the various procedure manuals, which were considered to be part of the contract.  The new contract states:

The manuals continue to be useful for gaining broader context and interpretation of some of these standards, and for technical assistance on how to comply with them.  Although they were incorporated in the previous version of the Affiliate Contract by reference, we have distilled the requirements to create this Appendix [B] so that the full manuals are no longer part of the contract document. 

· Sections I and II are self-explanatory.  Sections III and IV are general in nature and contain no new obligations on the part of either party, when compared to the old contract.

· Section V, Service Area, now mentions the need for a Local Agreement between two affiliates with overlapping service areas (e.g., LIC and Island Harvest).

· Section VI, Affiliate Fees, refers to Appendix E which goes into greater detail than before as to how affiliate fees are calculated.  The standard of affiliates providing up to 40% of A2H’s operating budget (historically less than 25%) is still in place, but the contract now details how the fee formula = base fee + incremental fee.  Also new is a distinction between food bank and food rescue organization in the formula.  Appendix E also addresses handling fees, which are now capped at $0.18 per pound.

· Section VII, Conflict Resolution, refers to Appendix C, which has not yet been published.

· Section VIII, Termination, contains no provision out of the ordinary.  Section IX, Miscellaneous Legal Provisions, refers to Appendix F and contains much technical legal matter on which I am not qualified to comment.  Superficial examination does not yield any “show-stoppers,” but perhaps we should send a copy of this to Anne Mead for her opinion.

· Appendix B, Affiliate Compliance Standards, is the heart of the contract in my opinion.  It is divided into Section 1, Administrative Requirements, and Section 2, Operating Policies.

· In Section 1, Administrative Requirements, the only significant differences from the previous contract that I could find are:

1. Compliance Auditing – contains authorization for A2H to conduct unannounced inspections if there is reasonable expectation of affiliate non-compliance with standards.

2. Insurance – the stipulation concerning Employee Dishonesty coverage was dropped.

3. Management and Governance – the section covering the affiliate’s Board of Directors changed to conform to “standards promulgated by the National Charities Information Bureau (NCIB).”  These should not be a problem for compliance by LIC, however.

· Section 2, Operating Policies, deals with compliance standards for Agency Relations, Product Allocation and Distribution, Product Record Keeping and Inventory Control, Food Safety and Handling, Donor Relations, Disaster Response Activities, and Network Communications.  Each of these subsections, with one exception discussed below, seems to be a distillation of the various A2H compliance manuals, as revised in February 2000.  During my perusal of the old contract, I noticed evidence that these manuals were distributed to LIC departmental managers at that time.  Following is a table of how the sections and manuals match up: 

	Contract – Operating Policies Subsection
	A2H Compliance Manual Section

	Agency Relations
	Section 7
	Agency Relations Manual

	Product Allocation and Distribution
	Section 3
	Product Donations Manual

	Product Record Keeping and Inventory Control
	Section 6
	Inventory Control and Record Keeping Manual

	Food Safety and Handling
	Section 4

Section 5

(none)
	Good Warehouse Practices Manual

Salvage Manual

Fresh Foods Manual

	Donor Relations
	Section 8
	Donor Relations Manual

	Disaster Response Activities
	Section 2
	Disaster Relief Manual


· The Network Communications subsection seems truncated, containing only a requirement about having at least one “secondharvest.org” e-mail address, but nothing else from the corresponding Network Communications Manual.  The final version may include more here.

I e-mailed America’s Second Harvest to question whether there are any substantial differences in Appendix B from the compliance manuals.  Pending their response, and a possible opinion from Anne Mead if you choose, I see no reason not to sign this contract if no other alterations occur (which I will monitor and review, along with Appendix C, Conflict Resolution Process, when it becomes available).

__________________________

Bruce Gaugler

Controller
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