
A:I.D. Project No. 644-0343 

Date: April 23, 1987 

PROJECT
 

GRANT AGREEMENT
 

BETWEEN
 

THE REPUBLIC OF TUNISIA
 

AND
 

THE UNITED STATES OF AMERICA
 

FOR
 

THE AGRICULTURAL POLICY IMPLEMENTATION PROJECT
 

CnNFORMED COPY
 



TABLE OF CONTENTS
 
PROJECT GRANT AGREEMENT
 

Page
 

Article 1: The Agreement 1
 

Article 2: The Project 1
 
SECTION 2.1 Definition of Project 1
 
SECTION 2.2 Incremental Nature of Project 2
 

Article 3: Financing 2
 
SECTION 3.1 The Grant 2
 
SECTION 3.2 Grantee Resources for the Project 3
 
SECTION 3.3 Project Assistance Completion Date 3
 

Article 4: Conditions Precedent to Disbursement 4
 
SECTION 4.1 First Disbursement 4
 
SECTION 4.2 Notification 4
 
SECTION 4.3 Terminal Dates for Conditions 4
 

Precedent
 

Article 5: Special Covenants 4
 
SECTION 5.1 Project Evaluation 4
 
SECTION 5.2 Project Staffing 5
 
SECTION 5.3 Transportation Support 5
 

Article 6: Procurement Source 6
 
SECTION 6.1 Foreign Exchange Costs 6
 
SECTION 6.2 Local Currency Costs 6
 

Article 7: Disbursement 6
 

Exchange Costs
 

Costs
 

SECTION 7.1 Disbursement for Foreign 7
 

SECTION 7.2 Disbursement for Local Currency 7
 

SECTION 7.3 Other Forms of Disbursement 7
 
SECTION 7.4 Rate of Exchange 7
 

Article 8: Miscellaneous 
 8
 
SECTION 8.1 Communications 8
 
SECTION 8.2 Representatives 9
 
SECTION 8.3 Standard Provisions Annex 9
 
SECTION 8.4 Language of Agreement 9
 

Annex 1: Amplified Description of the Project
 

Annex 2: Project Grant Standard Provisions Annex
 



A.I.D. Project No. 664-0343
 

Project Grant Agreement
 

Dated April 23, 1987 

Between 

The Republic of Tunisia ('Grantee") 

And 

The United States of America, acting through the Agency for
 

International Development (A.I.D.).
 

WHEREAS, the REPUBLIC OF TUNISIA and the UNITED STATES OF AMERICA
 

entered into an Agreement for Economic, Technical and Related
 

Assistance dated March 26, 1957, pursuant to which this Agreement is
 

entered into by the Grantee and A.I.D.,
 

NOW THEREFORE the Parties agree as follows:
 

Article 1: The Agreement
 

The purpose of this Agreement is to set out the understandings
 

of the parties named above ("Parties') with respect to the
 

undertaking Dy the Grantee of the Project described below, and with
 

respect to the financing of the Project by the Parties.
 

Article 2: The Project
 

SECTION 2.1. Definition of Project. The Project, which is
 

further described in Annex 1, will consist of the provision of
 

technical assistance, training and commodities to support the
 



Grantee's Agricultural Sector Adjustment Program and to improve its
 

capacity for economic analysis and policy reform.
 

SECTION 2.2. Incremental Nature of Project.
 

(a) A.I.D.'s contribution to the Project will be provided in
 

increments, the initial one being made available in accordance with
 

Section 3.1 of this Agreement. Subsequent increments will be
 

subject to availability of funds to A.I.D. for this purpose, and to
 

the mutual agreement of the Parties, at the time of a subsequent
 

increment, to proceed. It is anticipated that subject to the above,
 

the total contribution of A.I.D. will be $5,240,000.
 

(b) Within the overall Project Assistance Completion Date
 

stated in this Agreement, A.I.D., based upon consultation with the
 

Grantee, may specify in Project Implementation Letters appropriate
 

time periods for the utilization of funds granted by A.I.D. under an
 

individual increment of assistance.
 

Article 3: Financing
 

SECTION 3.1. The Grant. To assist the Grantee to meet the
 

costs of carrying out the Project, A.I.D. pursuant to the Foreign
 

Assistance Act of 1961, as amended, agrees to grant tne Grantee
 

under the terms of this Agreement not to exceed Two Million Five
 

Hundred Thousand United States ("U.S.") Dollars ($2,500,000)
 

("Grant").
 

The Grant may be used to finance foreign exchange costs, as
 

defined in Section 6.1, and local currency costs, as defined in
 

Section 6.2, of goods and services required for the Project.
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SECTION 3.2. Grantee Resources for the Project.
 

(a) The Grantee agrees to provide or cause to be provided for
 

the Project all funds, in addition to the Grant, and all other
 

resources required to carry out the Project effectively and in a
 

timely manner.
 

(b) The resources provided by Grantee for the Project will be
 

not less than the equivalent in Dinars of $787,000, including costs
 

borne on an "in-kind" basis.
 

SECTION 3.3. Project Assistance Completion Date.
 

(a) The "Project Assistance Completion Date' (PACD), which is
 

April 30, 1991, or such other date as the Parties may agree to in
 

writing, is the date by which the Parties estimate that all services
 

financed under the Grant will have been performed and all goods
 

financed under the Grant will have been furnished for the Project as
 

contemplated in this Agreement.
 

(b) Except as A.I.D. may otherwise agree in writing, A.I.D.
 

will not issue or approve documentation which would authorize
 

disbursement of the Grant for services performed subsequent to the
 

PACD or for goods furnished for the project, as contemplated in this
 

Agreement, subsequent to the PACD.
 

(c) Requests for disbursement, accompanied by necessary
 

supporting documentation prescribed in Project Implementation
 

Letters are to be received by A.I.D. no later than nine (9) months
 

following the PACD, or such other period as A.I.D. agrees to in
 

writing. After such period, A.I.D., giving notice in writing to the
 

Grantee, may at any time or times reduce the amount of the Grant by
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all or any part thereof for which requests for disbursement,
 

accompanied by necessary supporting documentation prescribed in
 

Project Implementation Letters, were not received before the
 

expiration of said period.
 

Article 4: Conditions Precedent to Disbursement
 

SECTION 4.1. First Disbursement. Prior to the first
 

disoursement under the Grant, or to the issuance by A.I.D. of
 

documentation pursuant to which disbursement will be made, the
 

Grantee will, except as the Parties may otherwise agree in writing,
 

furnish to A.I.D. in form and substance satisfactory to A.I.D., a
 

statement of the name of the person holding or acting in the office
 

of the Grantee specified in Section 8.2, and of any additional
 

representatives, together with a specimen signature of each person
 

specified in such statement.
 

SECTION 4.2. Notification. When A.I.D. has determined that
 

the conditions precedent specified in Sections 4.1 have been met, it
 

will promptly notify the Grantee.
 

SECTION 4.3. Terminal Dates for Condition Precedent.
 

If the condition specified in Section 4.1 has not been met
 

within 90 days from the date of this Agreement, or such later date
 

as A.I.D. may agree to in writing, A.I.D., as its option, may
 

terminate this Agreement by written notice to Grantee.
 

Article 5: Special Covenants
 

SECTION 5.1. Project Evaluation. The Parties agree to
 

establish an evaluation program as part of the Project. Except as
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the Parties otherwise agree in writing, the Program will include,
 

during the implementation of the Project and at one or more points
 

thereafter:
 

(a) evaluation of progress toward attainment of the
 

objectives of the Project;
 

(b) identification and evaluation of problem areas or
 

constraints which may inhibit such attainment;
 

(c) assessment of how such information may be used to help
 

overcome such problems; and
 

(d) evaluation, to the degree feasible, of the overall
 

development impact of the Project.
 

SECTION 5.2 Project Staffing. During the life of project the
 

Grantee will expand the staff of the Ministry of Agriculture's
 

Directorate of Planning, Statistics and Economic Analysis (D/PSAE)
 

to ensure the proper implementation of the Project. A management
 

audit of D/PSAE, to be conducted at the start of the Project, will
 

determine the necessary staffing requirements. Based on this audit
 

the Grantee will formally establish and fund the required increased
 

number of technical positions. To avoid any delay in implementing
 

activities, A.I.D. will fund the costs of contracting for additional
 

local technical assistance to fill these positions during years 1
 

and 2. In year 3 the Grantee will have completed formal
 

establishment of these new positions and will assume all funding
 

responsibility.
 

SECTION 5.3 Transportation Support. During the life of the
 

Project, the Grantee will assume the costs of air travel for
 

government employees undergoing project-sponsored training.
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Article 6: Procurement Source
 

SECTION 6.1. Foreign Exchange Costs. Disbursements pursuant
 

to Section 7.1. will be used exclusively to finance the costs of
 

goods and services required for the Project having, with respect to
 

goods, their source and origin, and with respect to services their
 

nationality in the United States 
(Code 000 of the A.I.D. Geographic
 

Code Book as in effect at the time orders are placed or contracts
 

entered into for such goods or services) ("Foreign Exchange Costs'),
 

except as A.I.D. may otherwise agree in writing, and except as
 

provided in the Project Grant Standard Provisions Annex, Section
 

C.l(b) with respect to marine insurance. Ocean transportation costs
 

will be financed under the grant only on vessels under flag registry
 

of the United States except as A.I.D. may otherwise agree in writing,
 

SECTION 6.2. Local Currency Costs. Disbursements pursuant to
 

Section 7.2 will be used exclusively to finance the costs of goods
 

and services required for the Project having their source and,
 

except as A.I.D. may otherwise agrea in writing, their origin in
 

Tunisia ("Local Currency Costs") To the extent providea for under
 

this Agreement, "Local Currency Costs" may also include the
 

provision of local currency resources required for the Project.
 

Article 7: Disbursement
 

SECTION 7.1. Disbursement for Foreign Exchange Costs After
 

satisfaction of conditions precedent, the Grantee may obtain
 

disbursements of funds under the Grant for the Foreign Exchange
 

Costs of goods or services required for the Project in accordance
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with the 
terms of this Agreement, by submitting to A.I.D., 
with
 
necessary supporting documentation as 
prescribed in Project
 
Implementation Letters, 
(A) requests for 
reimbursement for such
 

issue letters of commitment 


goods or services, or, (B) requests for A.I.D. to procure 
commodities or services in Grantee's behalf for the Project; or (C) 
requests for A.I.D. to 

for specified
 
amounts directly to one or 
more contractors 
or suppliers committing
 
A.I.D. to 
pay such contractors or 
suppliers for such goods 
or
 

services.
 

SECTION 7.2. 
 Disbursement for 
Local Currency Costs
 
(a) After satisfaction of conditions precedent, the Grantee
 

may obtain disbursements of 
funds under 
the Grant for 
Local Currency
 
Costs required for 
the Project in accordance with the 
terms of this
 
Agreement, by submitting to A.I.D., 
with necessary supporting
 
documentation 
as 
prescribed in Project Implementation Letters,
 
requests to 
finance such 
costs. The U.S. dollar equivalent of 
the
 
local currency made available hereunder will 
be the amount of U.S.
 
dollars required by A.I.D. to 
obtain the 
local currency.
 

SECTION 7.3. 
 Other Forms of 
Disbuzsement. 
 Disbursements of
 
the Grant may also oe 
made through such other means 
as the Parties
 

may agree to 
in writing.
 

SECTION 7.4. 
 Rate of Exchange. 
 Except as may be more
 
specifically provided under Section 7.2, 
if funds provided under the
 
Grant 
are introduced into Tunisia by A.I.D. or 
any public or 
private
 
agency for purposes of carrying out 
obligations of A.I.D. hereunder,
 
the Grantee will make 
such arrangements 
as 
may be necessary so 
that
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such funds may be converted into currency of Tunisia at the highest
 

rate of exchange which, at the time the conversion is made, is not
 

unlawful in Tunisia.
 

Article 8: Miscellaneous
 

SECTION 8.1. Communications. Any notice, request, document,
 

or other communication submitted by either Party to the other under
 

this Agreement will be in writing or by telegram or cable, and will
 

be deemed duly given or sent when delivered to such party at the
 

following addresses:
 

To the Grantee: Secretariat of State for
 

International Cooperation
 

Ministry of Foreign Affairs
 

Mail Address: Rue d'Iran
 

Tunis, Tunisia
 

Alternate Address for Cables: Secretariat of State for
 

International Cooperation
 

Ministry of Foreign Affairs
 

To A.I.D.: Agency for International Development
 

Mail Address: 	 28, Rue Suffex
 

Notre Dame
 

Tunis, Tunisia
 

Alternate Address for Cables: 	 Director, USAID
 

Amembassy, Tunis
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All such communications will be in French or English. Other
 

addresses may be substituted for the above upon the giving of notice.
 

SECTION 8.2. Representatives. For all purposes relevant to
 

this Agreement, the Grantee will be represented by the individual
 

holding or acting in the office of the Secretary of State for
 

International Cooperation, Ministry of Foreign Affairs, and A.I.D.
 

will be represented by the individual holding or acting in the
 

office of Director, USAID Tunisia, each of whom, by written notice,
 

may designate additional representatives for all purposes other than
 

exercising the power under Section 2.1 to revise elements of the
 

amplified description in Annex 1. The names of the representatives
 

of the Grantee, with specimen signatures, will be provided to
 

A.I.D., which may accept as duly authorized any instrument signed by
 

such representatives in implementation of this Agreement, until
 

receipt of written notice of revocation of their authority.
 

SECTION 8.3. Standard Provisions Annex. A "Project Grant
 

Standard Provisions Annex" (Annex 2) is attached to and forms part
 

of this Agreement.
 

SECTION 8.4. Language of Agreement. This Agreement is
 

prepared in both English and French. In the event of ambiguity or
 

conflict between the two versions, the English Language version will
 

control.
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IN WITNESS THEREOF, the Grantee and the United States of
 

America, each acting through its duly authorized representative,
 

have caused this Agreement to be signed in their names and delivered
 

as of the day and year first above written.
 

REPUBLIC OF TUNISIA UNITED STATES OF AMERICA
 

El. . . BY: 
Habib Zen Yahia Jay Mor 
Ambassador Deputy Administrator 
Embassy of Tunisia Agency for International 

Deve lopment 

Date: April 23, 1987 Date: April 23, 1987
 

BPC QES7-87-27664-KG-13
 
Amount of Obligation: $2,500,000
 



ANNEX 1
 

AMPLIFIED DESCRIPTION OF THE PROJECT
 



ACRONYM LISTING
 

AID Agency for International Development/Washington
 

APIP Agricultural Policy Implementation Project
 

ASAP Tunisian Agricultural Structural Adjustment Program
 

CIP Commodity Import Program
 

D/PSAE Directorate for Planning, Statistics and Economic
 
Analysis, Ministry of Agriculture
 

GOT Government of Tunisia
 

IBRD World Bank
 

MOA Ministry of Agriculture
 

MOCI Ministry of Commerce and Industry
 

MCPAI Ministry of Crop Production and Agro-Industry
 

MOPF Ministry of Plan and Finance
 

USAID U.S. Agency for International Development
 
in Tunisia
 

/V 



I. BACKGROUND
 

The Tunisian Government has embarked upon a sweeping economic
 
reform program to stabilize its economy and pave the way for
 
expanded growth into the next decade. A major component of this
 
reform effort is the Structural Adjustment Program for the
 
Agricultural Sector supported by tht World Bank(IBRD). Consistent
 
with the Government's Seventh Plan objectives of improving the
 
worsening balance of payments situation and alleviating the burden
 
on budgetary resources, this adjustment program is promoting
 
greater efficiencies and increased production in the agricultural
 
sector. The net result is that agricultural sector performance is
 
viewed as an increasingly vital element in restoring an acceptable
 
rate of economic growth in Tunisia.
 

The implementation of the Structural Adjustment Program includes a
 
large agenda of policy actions addressing constraints to increased
 
production and efficiency over the 1986-91 period. In undertaking
 
this policy agenda the Government is initiating efforts to carry
 
out the essential tasks of data collection and processing,
 
economic analysis and policy formulation. The successful
 
implementation of these activities will provide the necessary data
 
base and information on how to achieve policy objectives. It's
 
within this context that the timely design of the Agricultural
 
Policy Implementation Project (APIP) has evolved.
 

II. PROJECT GOAL AND PURPOSE
 

The GOAL of the Agricultural Policy Implementation Project (APIP)
 
is to increase the efficiency of resource allocations in the
 
agricultural sector through greater reliance upon open market
 
economic competition as the primary driving force in the economy.
 
Progress in achieving this goal will be measured in large part by
 
reductions of agricultural input subsidies and pricing controls on
 
agricultural products; the degree of privatization of farm input
 
supply, distribution and sales; and increases in agricultural
 
production.
 

The PURPOSE of the project is to establish a sustainable system
 
which selects, analyzes and formulates actionable policy
 
initiatives in support of the Agricultural Structural Adjustment
 
Program (ASAP). Progress towards achieving this purpose will be
 
measured by the degree that the GOT's integrated system of
 
selecting, analyzing and formulating agricultural policies under
 
the structural adjustment program is operating effectively.
 

In support of the Projects Purpose, APIP is designed to produce
 
two major outputs during its four year life. First, and most
 
important, as a result of the execution of a number of discrete
 
economic analyses, government decision-makers will have at hand
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the required economic data with which to implement policy reforms
 
under the Agricultural Sector Adjustment Program.
 

Secondly, technical capabilities of several governmental agencies
 
will be reinforced to produce a trained cadre which can identify
 
policy constraints, conduct appropriate economic analyses of these
 
constraints, formulate associated policy recommendations, and
 
monitor the impacts of policy reforms in the agricultural sector.
 

Activities undertaken by the Project will complement present GOT 
efforts and capabilities. While data collection, information 
processing, and economic analysis of the agricultural sector are 
activities which, of necessity , will require permanent GOT 
systems, inputs from the APIP will be of relatively short 
duration. Activities will be completed within four years - and 
many discrete actions will be finished in three to six months 
after they are initiated. They will also be specifically aimed at 
the focused and punctual needs of the sector adjustment program 
for improved policy analysis. It is anticipated that the analyses 
conducted under the APIP auspices will lead to a second stage of 
policy implementation -- the identification of activities which 
might be appropriate for financing under the AID-supported 
Commodity Program (CIP). 

III. PROJECT COMPONENTS
 

The following section details the two broad component activities
 
which will be implemented under the Project.
 

A. COMPONENT 1: ECONOMIC ANALYSIS AND POLICY FORMULATION
 

While some APIP resources will be allocated for strengthening the
 
existing functions of certain GOT agencies, the majority of
 
project resources will be directed at the execution of critical
 
economic analyses required by decision-makers in carrying out ASAP
 
policy reforms. Analyses will be conducted in three priority
 
agricultural policy areas: (a) increased efficiency of resource
 
allocations, (b) freer market pricing adjustments and (c)
 
increased privatization in the agricultural sector.
 

Following is a tentative list of analyses that have been
 
identified for implementation under the Project. This list is not
 
inclusive and can be modified by joint agreement of the Parties as
 
appropriate. In addition, any future changes in the scope of
 
policy activities of the IBRD Agricultural Structural Adjustment
 
Loan might necessitate a review and possible revision of the
 
Project's analysis agenda to more adequately reflect GOT and USAID
 
Project priorities.
 



-3

a. INCREASED EFFICIENCY OF RESOURCE ALLOCATIONS
 
Analytical support activities in this policy area to be conducted
 
are:
 

o Periodic ex-ante projections of the effective demands for
 
key agricultural inputs - i.e. fertilizers, improved seeds,
 
herbicides, pesticides, animal concentrate feeds - under
 
varying assumptions on levels of government subsidies,
 
producer input costs, and product farm-gate prices. Also,
 
continuous ex post calculation of the effects of government
 
policies on the removal of input subsidies from farmers' net
 
enterprise margins, farmers' net incomes and their fi.ancial
 
capacities to purchase inputs and adopt new farming methods.
 

o Calculation of the domestic resource costs and the
 
coefficients of effective protection in production and
 
processing of key agricultural crops in 1987. (This analysis
 
is already on-going, the results of which will be fed into the
 
Project).
 

o Comprehensive evaluation of the system of domestic
 
fertilizer distribution and on-farm use with specific
 
recommendations as to how the existing system can be made more
 
responsive to the recommended agronomic needs of farmers.
 

o Simulation modeling to forecast the effects of government
 
policy changes on the rainfed farming and livestock
 
sub-sectors with specific attention to the production of hard
 
wheat, soft wheat, barley, fluid milk and meat (beef and
 
mutton). Also, simulation modeling to forecast the effects of
 
government policy changes on the irrigation sub-sector with
 
specific attention to production of vegetables, fruits and
 
other high-value crops.
 

b. FREER MARKET PRICING ADJUSTMENTS
 

Specific analytical activities in this policy area to be conducted
 
are:
 

o Analysis of consumer demand changes (both direct and
 
cross-elasticity effects) in response to adjustments in the
 
prices of commodities controlled by the GOT - i.e. hard wheat,
 
soft wheat, barley, fluid milk and beef. Also, design and
 
implementation of more effective surveys of regional markets
 
to analyze prevailing open market prices and quantities with
 
respect to variations in key commodities including, mutton,
 
poultry, eggs, vegetables, fruit and edible oil crops.
 

o Development of simulation models to show agricultural
 
supply responses with different adjustment to agricultural
 
input/output prices.
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o Analysis of changes in the competitiveness of Tunisian
 
agricultural commodities in existing and potential markets as
 
a result of implementation of the structural adjustment
 
program.
 

c. INCREASED PRIVATIZATION IN THE AGRICULTURAL SECTOR
 

Specific analytical support activities under this policy area to
 
be conducted are:
 

o Case studies of private sector and parastatal
 
agro-industrial enterprises to determine relative operational

efficiencies and likely adjustment strategies in response to
 
policy changes under the structural adjustment program.
 

o Analysis and evaluation of export markets and sales
 
potential for selected agricultural commodities with
 
development of detailed marketing strategies for interested
 
exporter groups. (The first phase of this analysis is
 
on-going, the results of which will be fed into the Project).
 

o Analysis and evaluation of the needs of the private banking
 
system in Tunisia to assume a significantly larger role in
 
provision of different types of credit and financing for
 
farmers, input distributors, agro-industrial processors, and
 
marketing agents in both domestic and export trade.
 

B. COMPONENT 2: REINFORCEMENT OF THE GOT CAPACITY TO
 
ADEQUATELY ANALYZE, MONITOR AND EVALUATE THE SPECIFIC POLICY
 
INITIATIVES UNDER THE STRUCTURAL ADJUSTMENT PROGRAM
 

APIP resources will be directed toward:
 

a. Improving the capacity of the Directorate for
 
Planning, Statistics and Economic Analysis (D/PSAE) in the
 
Ministry of Agriculture to fulfill its assigned role of monitoring

the effects of policy initiatives under the structural adjustment
 
program.
 

b. Improving the technical capacity of D/PSAE and the
 
Planning Units of Ministries of Commerce/Industry (MOCI) and
 
Plan/Finance (MOPF), and other key ministries to evaluate the
 
benefits and problems associated with existing and potential
 
agricultural projects in the government's investment portfolio,
 
and of communicating appropriate investment priorities and program
 
decisions to GOT decision-makers in a timely manner.
 

c. Improving the technical capacity of D/PSAE, the
 
Planning Units of MOCI and MOPF, and other participating entities
 

\4
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to conduct a variety of targetted economic analyses of the
 
agricultural sector.
 

Specific activities under this component will include:
 

a. Management Audit - to determine in the early stages of
 
the project the work loads and divisions of labor between the
 
statistical and economic analysis, planning and budgeting branches
 
of D/PSAE. The major objective of this audit will be to develop an
 
organizational plan for restructuring D/PSAE so that it can
 
effectively carry out the statistical and analytical requirements
 
of the GOT's structural adjustment program.
 

b. Integration of Market Survey Systems - In order to
 
improve the existing time-series and cross-sectional data sets
 
available on agricultural commodity prices, the APIP will provide
 
short-term specialists early in the project to review the complete
 
operations of the market surveys presently conducted by the D/PSAE
 
and the MOCI. The objectives will be to better integrate the two
 
parallel survey systems, to include expanded survey coverage for
 
commodities being removed from price and marketing controls, and
 
to greatly reduce (through increased computerization) the time
 
needed to process and analyze survey data and present them in
 
useful summary form to policy makers.
 

In addition to short-term technical assistance, the APIP will also
 
assist the D/PSAE and MOCI with computerization of survey
 
processing through provision of necessary computer hardware and
 
improved software packages.
 

c. Monitoring and Evaluation - The APIP will provide long
 
and short-term technical assistance to the D/PSAE to design and
 
install monitoring and evaluation systems commensurate with its
 
new responsibilities as the focal point within the GOT for
 
monitoring the Agricultural Sector Adjustment Loan program and the
 
Seventh Plan agricultural investment portfolio. One system will
 
be designed to follow all actions projected in the GOT/World, Bank
 
adjustment program schedules. The second will provide financial,
 
operational, and impact monitoring for an inventory of
 
approximately 50 GOT/donor development projects and programs to be
 
implemented under the Seventh Plan.
 

d. Economic Analyses - The participation of staff from
 
D/PSAE, the Planning Units of MOCI and MOPF, the Ministry of Crop
 
Production and Agro-Industry (MCPAI) and other involved
 
organizations in the ccnduct of the economic analyses, coupled
 
with short-term training will increase the technical capacity of
 
these organizations to undertake similar analytical activities in
 
the future.
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IV. PROJECT RESPONSIBILITIES AND IMPLEMENTATION
 

A. Coordinating Committee - The Coordinating Committee for
 
the GOT/IBRD Agriculture Sector Adjustment Loan Program will serve
 
as the overall policy coordinator for the APIP Project. This is
 
the key institutional component in the Project that will determine
 
that critical linkage between APIP-generted data/policy
 
recommendations - and - actual implementation of related
 
structural adjustment program policies. In essence it is the
 
focal point of the project and all analytical outputs will flow
 
directly to it for use by decision-makers.
 

Presently, the Committee is under the chairmanship of the Ministry
 
of Planning/Finance and composed of several ministerial
 
representatives, including the Ministries of Agriculture,
 
Commerce/Industry and the Central Bank. On an annual basis the
 
committee will have the responsibility for reviewing the project
 
workplan and for providing guidance and final approval for its
 
implementation. Since the workplan will support the analytical
 
requirements of the Committee and decision-makers implementing the
 
structural adjustment program, it will conform to Committee
 
priorities and the Project's scope of defined policy areas. In
 
this regard the Committee might refine the workplan if it does not
 
meet its needs, and suggest alternative analytical activities that
 
should be conducted by the Project.
 

Once an analytical activity has been completed and the associated
 
policy recommendations developed, all of these results will be
 
forwarded to the Committee for its consideration and use. At this
 
point the Committee will have at hand firm quantitative
 
information to support it in making policy decisions.
 

Outside of the Project, the Committee will oversee utilization of
 
the substantial local currencies generated by the Commodity Import
 
Program (CIP) in support of the structural adjustment program.
 
The analyses conducted by APIP will provide strong informational
 
support to the Committee and USAID in determining appropriate
 
activities to be funded by these proceeds.
 

B. 	The Directorate for Planning, Statistics and Economic
 
Analyses (D/PSAE)
 

D/PSAE through its Director will serve as the overall technical
 
manager and implementor of the Project. Under the guidance of the
 
Coordinating Committee, D/PSAE will be responsible for directing
 
the conduct of economic analyses and ensuring that they conform to
 
the needs of decision-makers implementing the structural
 
adjustment program. This will necessarily include:
 

o Designing (with o'her key ministries) the annual
 
workplan of economic analyses to be undertaken;
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o Coordinating with the Committee in revising and
 
updating the workplan;
 

o Overseeing and guiding the execution of all analyses
 
and ensuring their conformance to Committee and Project
 
guidelines;
 

o Developing policy recommendations (with other involved
 
ministries) for implementation of the structural
 
adjustment program based on the quantitative results
 
generated by the analyses;
 

o Disseminating the analyses and associated policy
 
recommendations to the Committee and other appropriate
 
decision-making bodies;
 

o Monitoring agricultural sector activities related to
 
the on-going and completed policy analyses;
 

o Disseminating the monitoring results to the Committee
 
and other appropriate policy-making bodies to maintain
 
continued updating of quantitative information needed for
 
implementing the structural adjustment program;
 

o Managing the training activities for D/PSAE staff and
 
coordinating training for other ministerial staff involved
 
in the Project.
 

Effectively, D/PSAE will play the key technical role in the
 
project. The degree that it effectively carries out this role
 
will determine how successful the Project is in achieving its
 
purposes.
 

C. The Ministry of Commerce and Industry (MOCI)
 

The Ministry of Commerce and Industry, through its Directorate of
 
Pricing and Economic Control, has key responsibilities in the
 
areas of agricultural input/product pricing and privatization of
 
the agro-industrial sector - all areas to be addressed by the
 
Project and the Structural Adjustment Program. In this regard
 
MOCI is seen as an active participant in the Project's
 
implementation. Specific activities may include:
 

o Coordinating with the D/PSAE in the design of the
 
annual workplan with respect to pricing, privatization and
 
agro-industry analyses;
 

o Seconding MOCI technical personnel to the D/PSAE to
 
conduct selected analyses;
 



o Developing policy recommendations for implementing the
 
structural adjustment program based on the quantitative
 
results of the analyses;
 

o Coordinating with the D/PSAE on the specific short-term
 
training of MOCI staff involved with the Project;
 

o Coordinating with the D/PSAE in sharing economic data
 
and analytical work, and in monitoring pricing changes in
 
the agricultural sector related to the Project's
 
activities.
 

MOCI maintains permanent representation on the Coordinating
 
Committee implementing the structural adjustment program. As
 
such, its active participation in the Project broadens the base of
 
analytical capability and ensures that the analyses of commodity
 
pricing and agro-industry privatization will generate the specific
 
economic data required by decision-makers.
 

D. Ministry of Plan and Finance (MOPF)
 

The Planning Unit of MOPF is responsible for analyzing and
 
approving all agricultural projects, and its Director is active on
 
the Coordinating Committee implementing the structural adjustment
 
program. This office will play a supporting role under the
 
Project. D/PSAE will keep it apprised of all analytical and
 
training activities, and the two groups will coordinate on the
 
annual workplan design.
 

E. Ministry of Crop Production and Agro-Industry (MCPAI)
 

The mandate of this new ministry covers many of the policy areas
 
that will be addressed by APIP, such as agricultural exportation
 
and agro-industry development. The MCPAI could play an active
 
role in the Project by consulting with D/PSAE and the other
 
involved ministries in development of the annual workplan, and by
 
participating in some of the economic analyses and training
 
activities that will be conducted.
 

F. Other Organizational Participants
 

The implementation of the Project's wide range of analytical
 
activities will require the involvement of a variety of
 

organizations. The ministries previously mentioned are seen as the
 

primary participants in this broad project. However, during
 
implementation, as the specific nature of the analytical
 
activities is further defined, D/PSAE will enlist the
 

participation of other public and private entities (societies,
 
private federations, cooperatives, business firms, etc.) in the
 
Project. This will broaden the base of technical input leading to
 

t
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more accurate analytical results and realistic policy
 
recommendations.
 

G. USAID Mission
 

Management of the APIP Project will involve several levels of 
the
 
USAID administrative hierarchy, including that of the Mission
 
Director. At the first level, an experienced project officer will
 
be assigned to oversee and manage the project. 
 This officer will
 
maintain close contact with his counterparts in the D/PSAE and in
 
the Offices of International Cooperatio. within the Ministries of
 
Agriculture and Plan/Finance, to discuss policy objectives under
 
the structural adjustment program and the Project's progress in
 
supporting these objectives; to execute administrative/contracting

details; and to identify and resolve implementation problems. In
 
further support the Mission has initiated the recruitment of an
 
agricultural economist who will assist the project officer in
 
backstopping the varied technical aspects of the analytical
 
activities.
 

Given the importance of APIP to the Mission's overall agricultural
 
strategy and its linkage to the other program components, its
 
successful implementation is of prime importance to other entities
 
in the Mission. APIP-generated data and analysis will provide

essential information to the Mission, in determining policy
 
measures to be supported by the CIP and PL 480 local currencies;

and in planning the future development assistance program. As
 
such, the overall Project Management Office will be involved with
 
the project in undertaking liaison, planning and negotiating

activities of the APIP-linked programs. Finally, at the Mission
 
Director level, APIP will serve as 
a major forum for developing

much of the Mission's policy agenda with the GOT.
 

V. OTHER ACTIVITIES
 

A. Monitoring and Evaluation of the Project
 

Monitoring and Evaluation are built in and crucial components to
 
the Project. They are designed to 
ensure that project purpose and
 
outputs are being attained and that implementation problems are
 
identified at an early stage. Additionally, these allow
 
measurement of changes taking place and the impact of the Project
 
over its life.
 

Regular monitoring of project activities will be conducted by

D/PSAE and the primary contractor. They will prepare quarterly

reports on all project activities for submission to both USAID and
 
the Coordinating Committee. Periodically D/PSAE with the possible

support of MOCI will monitor economic changes in the agricultural

sector related to its on-qoinq or previously completed analvspg
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This updated information will be relayed to the Coordinating
 
Committee and other appropriate entities to keep them apprised of
 
economic changes in the agricultural sector.
 

Over the project life two joint GOT/USAID evaluations will take
 
place. The first to be conducted in year 2 will re-examine the
 
objectives of the Project as they relate to implementation of the
 
ASAP, and the extent to which APIP's analytical output is being
 
effectively translated into policy actions. The original
 
parameters of the ASAP will be evaluated to determine if they
 
remain valid, and whether the focus of the Project needs to be
 
reoriented toward other policy areas. Lastly, the issue of system
 
sustainability will be addressed to determine if there are
 
sufficient personnel and technical skills to effectively carry on
 
the analytical and monitoring activities on a longer-term basis.
 
The results of this qualtitative evaluation will be integrated
 
into the Project to improve its performance over the final two
 
years. The final evaluation will measure the degree to which
 
Project purposes were achieved.
 

Funding for an audit has been included in the Project budget. An
 
audit for such a project as APIP is not normally required, but if
 
circumstances necessitate one then funding will be available.
 

B. Contracting
 

USAID will directly contract with an experienced U.S. institution
 
to furnish the long-term technical assistance and the bulk of the
 
snort-term technical assistance and training. Normal AID
 
competitive procedures will be followed with USAID and the GOT
 
jointly selecting the contractor. The contractor will hire the
 
long-term advisor, who will have been first approved by the D/PSAE

and USAID. Local administrative staff will also be hired directly
 
by the contractor. For short-term technical assistance, the D/PSAE

and USAID will authorize the contractor to sub-contract for the
 
specific analyses and training to be conducted. In some cases,
 
USAID will directly contract for the short-term technical
 
assistance where it is more appropriate. For local hire D/PSAE
 
staff and local consultants, D/PSAE will contract directly with
 
such individuals, subject to the approval of USAID. Payment will
 
be made by USAID.
 

VI. PROJECT INPUTS
 

In order to achieve the purposes and objectives of the
 
Project, the Parties will provide the following inputs:
 

A. A.I.D.
 

A.I.Ds contribution to the Project is calculated at $5.240
 
million over its life. It will encompass the following inputs:
 



1. Technical Assistance
 

This element of support is composed of long and short-term
 
expatriate technical assistance, and long and short-term local
 
hire assistance.
 

Long-term expatriate technical assistance will be provided through
 
a primary contractor in the form of an experienced Agricultural
 
Economist. This advisor will be resident in Tunis for the life of
 
the project to oversee all activities undertaken by the primary
 
contractor, which will include consultant recruitment, training,
 
procurement, liaison with sub-contractors and any other technical
 
support. Additionally, local administrative staff will be hired to
 
support the activities of the advisor and the contract personnel
 
performing the various analyses.
 

Short-term expatriate technical assistance, estimated at 166
 
person-months, will be provided on an ad hoc basis, as required
 
for specific analytical and training activities. The timing and
 
amount of TA will be determined by D/PSAE, the resident advisor
 
and USAID.
 

During the first two years of implementation, the Project will
 
fund several technical persons to augment the D/PSAE staff in
 
undertaking the analytical work. The number and skill areas of
 
these personnel will be determined by a management audit of D/PSAE
 
that will be conducted in the first month of the Project life.
 

2. Training
 

In specialized agricultural areas government and private entities
 
participating in the Project may require specific skills
 
training. In-country training will be conducted on-the-job by the
 
consultants. This will include technical areas related to the
 
policy analyses being undertaken by the Project, as well as
 
computer training for all staff. Additionally, a limited amount
 
of third country/U.S.-based training will be funded by the Project
 
when it cannot be provided locally.
 

3. Commodities
 

A small amount of commodity support will be provided to the
 
Project. The principal commodity will be a computer system within
 
D/PSAE and its regional offices to support the Ministry of
 
Agriculture's data collection, analysis and economic monitoring
 
requirments under the Project. Limited computer hardware/software
 
will be available for the Planning Units of MOCI and MOPF
 
depending on their particular needs and involvement in the
 
Project. Six vehicles will be procured to support local and field
 
activities, as well as furniture and office equipment for the
 
administrative office.
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4. Evaluation and Audit
 

Two evaluations of the project will be jointly conducted by the
 
GOT and USAID to assess project implementation. Additionally,
 
funding will be available to audit the Project in the event that
 
this is required.
 

5. Inflation and Contingency
 
A.I.D.s contribution is increased 5 percent per annum to cover the
 
cost of inflation and contingencies over the life of the
 
Project.
 

B. Government of Tunisia Contributions to the Project
 

To ensure the proper implementation of the Project the Government
 
of Tunisia (GOT) will provide counterpart funding to the Project
 
in the amount of $787,000 dinar equivalent. GOT costs for the
 
project are calculated on the basis of an increased workload, use
 
of facilities and equipment and some logistics support.
 

For the actual performance of the analytical work, GOT technical
 
staff time will equal or be greater than that of expatriate
 
consultants (166 pm). Between such exercises, data collection and
 
processing will continue to take place. Overall an estimated 44
 
person year workload will be needed. For senior and supervisory
 
GOT personnel (including coordinating committee meetings, staff
 
sessions), the estimate is for sixteen person years. Clerical
 
staff time is estimated at 44 person years.
 

Training costs will be met by AID, but the GOT will pay transport
 
and salaries.
 

Office facilities will be provided by the GOT for the primary
 
contractor personnel, consultants, and additional D/PSAE staff.
 
Other miscellaneous costs will include vehicle maintenance and
 
local transportation.
 

VII. THE ILLUSTRATIVE FINANCIAL PLAN
 

Attachment I to this Annex sets forth the planned contributions of
 
the Parties. Changes may be made by written agreement of the
 
representatives of the Parties without formal amendment of the
 
Agreement, provided that such changes do not cause (1) AID's Grant
 
contribution to exceed the amount set forth in this document or
 
(2) the Government's contribution to be less than the amount set
 
forth in this document.
 

VIII. ILLUSTRATIVE IMPLEMENTATION PLAN
 

Attachment II to this Annex provides an illustrative
 
Implementation Schedule.
 



Attachment 1 to ANNEX 1
 

AGRICULTURAL POLICY IMPLEMENTATION PROJECT
 

SUMMARY COST ESTIMATES
 
(US $000)
 

OBLIGATIONS FUTURE YEARS AID GOT PROJECT
 
CATEGORY THIS ANTICIPATED TOTAL TOTAL TOTAL
 

AGREEMENT OBLIGATIONS*) (GRANT)
 
(GRANT) (GRANT)
 

I. 	TECHNICAL 2,270 1,998 4,268 649 4,917
 
SUPPORT
 

II. TRAINING -	 140 140 66 206
 

III. COMMODITIES 230 	 70 300 - 300 

IV. 	 EVALUATION/ - 153 153 153
 
AUDIT
 

V. 	INFLATION/ 379 379 72 451
 
CONTINGENCY
 

TOTAL 2,500 2,740 5,240 787 6,027
 

*) 	Future obligations are subject to the availability of funds
 
and the mutual agreement of the parties to proceed.
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ANNEX 2
 

Project Grant Standard Provisions Annex
 

Definitions: As used in this Annex, the "Agreement" refers to the
 

Project Grant Agreement to which this Annex is attached and of which
 
this Annex forms a part. Terms used in this Annex have the same
 
meaning or reference as in the Agreement.
 

Article A: Project Implementation Letters
 

To assist Grantee in the implementation of the Project, A.I.D., from
 
time to time, will issue Project Implementation Letters that will
 

furoish additional information about matters stated in this
 

Agreement. The parties may also use jointly agreed-upon Project
 
Implementation Letters to confirm and record their mutual
 
understanding on aspects of the implementation of this Agreement.
 
Project Implementation Letters will not be used to amend the text of
 

the Agreement, but can be used to record revisions or exceptions
 
which are permitted by the Agreement, including the revision of
 
elements of the amplified description of the Project in Annex 1.
 

Article B: General Covenant6
 

SECTION B.1. Consultation. The Parties will cooperate to
 

assure that the purpose of this Agreement will be accomplished. To
 

this end, The Parties, at the request of either, will exchange views
 

on the progress of the Project, the performance of obligations under
 
this Agreement, the performance of any consultants, contractors, or
 

suppliers engaged on the Project, and other matters relating to the
 

Project.
 

SECTION B.2. Execution of Project. The Grantee will:
 

(a) carry out the Project or cause it to be carried out with
 
due diligence and efficiency, in conformity with sound technical,
 

financial, and management practices, and in conformity with those
 

documents, plans, specifications, contracts, schedules or other
 

arrangements, and with any modifications therein, approved by A.I.D.
 

pursuant to this Agreement; and
 

(b) provide qualified and experienced management for, and
 
train such staff as may be appropriate for the maintenance and
 
operation of the Project, and, as applicable for continuing
 
activities, cause the Project to be operated and maintained in such
 

manner as assure
to the continuing and successful achievement of the
 

purposes of the Project.
 

SECTION B.3. Utilization of Goods and Services.
 

(a) Any resources financed under the Grant will, unless
 

otherwise agreed in writing by A.I.D., be devoted to the Project
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until the completion of the Project, and thereafter will be used so
 
as to further the objectives sought in carrying out the Project.
 

(b) Goods or services financed under the Grant, except as
 
A.I.D. may otherwise agree in writing, will not be used to promote
 
or assist a foreign aid project or activity associated with or
 
financed by a country not included in Code 935 of the A.I.D.
 
Geographic Code Book as in effect at the time of such use.
 

SECTION B.4. Taxation.
 

(a) This Agreement and the Grant will be free from any
 
taxation or fees imposed under laws in effect in the territory of
 
the Grantee.
 

(b) To the extent that (1) any contractor, including any
 
consulting firm, any personnel of such contractor financed under the
 
Grant, and any property or transaction relating to such contracts
 
and (2) any commodity procurement transaction financed under the
 
Grant, are not exempt from identifiable taxes, tariffs, duties or
 
other levies imposed under laws in effect in the territory of the
 
Grantee, the Grantee will, as and to the extent provided in and
 
pursuant to Project Implementation Letters, pay or reimburse the
 
same with funds other than those provided under the Grant.
 

SECTION B.5. Reports, Records, Inspections, Audit.
 

The Grantee will:
 

(a) furnish A.I.D. such information and reports relating to
 
the Project and to this Agreement as A.I.D. may reasonably request;
 

(b) maintain or cause to be maintained, in accordance with
 
generally accepted accounting principles and practices consistently
 
applied, books and records relating to the Project and to this
 
Agreement, acequate to show, without limitation, the Leceipt and use
 
of goods and services acquired under the Grant. Such books and
 
records will be audited regularly, in accordance with generally
 
accepted auditing standaris, and maintained for three years after
 
the oate of last disbursement by A.I.D.; such books and records will
 
also be adequate to show the nature and extent of solicitations of
 
prospective suppliers of goods and services acquired, the basis of
 
award of contracts and orders, and the overall progress of the
 
Project toward completion; and
 

(c) afford authorized representatives of a Party the
 
opportunity at all reasonable times to inspect the Project, the
 
utilization of goods and services financed by such Party, and books,
 
records, and other documents relating to the Project and the Grant.
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SECTION B.6. Completeness of Information. The Grantee
 
confirms:
 

(a) that the facts and circumstances of which it has informed
 
A.I.D., oi cause A.I.D. to be informed, in the course of reaching
 
agreement with A.I.D. on the Grant, are accurate and complete, and
 
include all facts and circumstances that might materially affect the
 
Project and the discharge of responsibilities under this Agreement;
 

(b) that it will inform A.I.D. in timely fashion of any

subsequent facts and circumstances that might materially affect, or
 
that it is reasonable to believe might so affect, the Project or the
 
discharge of responsibilities under this Agreement.
 

SECTION B.7. Other Payments. Grantee affirms that no
 
payments have been or will be received by any official of the
 
Grantee in connection with the procurement of goods or services
 
financed under the Grant, except fees, taxes, or similar payments

legally established in the country of the Grantee.
 

SECTION B.8. Information and Marking. The Grantee will give

appropriate publicity to the Grant and the Project as a program to
 
which the United States has contributed, identify the Project site,
 
and mark goods financed by A.I.D., as described in Project
 
Implementation Letters.
 

Article C: Procurement Provisions
 

SECTION C.l. Special Rules.
 

(a) The source and origin of ocean and air shipping will be
 
deemed to be the ocean vessel's or aircraft's country of registry at
 
the time of shipment.
 

(b) Premiums for marine insurance placed in the territory of
 
the Grantee will be deemed an eligible Foreign Exchange Cost, if
 
otherwise eligible under Section C.7(a).
 

(c) Any motor vehicles financed under the Grant will be of
 
United States manufacture, except as A.I.D. mc1 otherwise agree in
 
writing.
 

(d) Transportation by air, financed under the Grant, of
 
property or persons, will be on carriers holding United States
 
certification, to the extent service by such carriers is available.
 
Details on this requirement will be described in a Project
 
Implementation Letter.
 

SECTION C.2. Eligibility Date. No goods or services may be
 
financed under the Grant which are procured pursuant to orders or
 

17/1 
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contracts firmly placed or entered into prior to the date of this
 
Agreement, except as the Parties may otherwise agree in writing.
 

SECTION C.3. Plans, Specifications, and Contracts. In order
 
for there to be mutual agreement on the following matters, and
 
except as the Parties may otherwise agree in writing:
 

(a) The Grantee will furnish to A.I.D. upon preparation,
 

(1) any plans, specifications, procurement or
 
construction schedules, contracts, or other documentation relating
 
to goods or services to be financed under the Grant, including
 
documentation relating to the prequalification and selection of
 
contractors and to the solicitation of bids and proposals. Material
 
modifications in such documentation will likewise by furnished
 
A.I.D. on preparation;
 

(2) such documentation will also be furnished to A.I.D.,
 
upon preparation, relating to any goods or services, which, though
 
not financed under the Grant, are deemed by A.I.D. to be of major
 
importance to the Project. Aspects of the Project involving matters
 
under this subsection (a) (2) will be identified in Project
 
Implementation Letters;
 

(b) Documents related to the prequalification of contractors,
 
and to the solicitation of bids or proposals for goods and services
 
financed under the Grant will be approved by A.I.D. in writing prior
 
to their issuance, and their terms will include United States
 
standards and measurements;
 

(c) Contracts and contractors financed under the Grant for
 
engineering and other professional services, for construction
 
services, and for such other services, equipment or materials as may
 
be specified in Project Implementation Letters, will be approved by
 
A.I.D. in writing prior to execution of the contract. Material
 
modifications in such contracts will also be approved in writing by
 
A.I.D. prior to execution; and
 

(d) Consulting firms used by the Grantee for the Project but
 
not financed under the Grant, the scope of their services and such
 
of their personnel assigned to the Project as A.I.D. may specify,
 
and construction contractors used by the Grantee for the Project but
 
not financed under the Grant, shall be acceptable to A.I.D.
 

SECTION C.4. Reasonable Price. No more than reasonaDle
 
prices will be paid !or any goods or services financed, in whole or
 
in part, under the Grant. Such items will be produced on a fair
 
and, to the maximum extent practicable, on a competitive basis.
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SECTION C.5. Notification to Potential Suppliers. To permit
 
all United States firms to have the opportunity to participate in
 
furnishing goods and services to be financed under the Grant, the
 
Grantee will furnish A.I.D. such information with regard thereto,
 
and at such times, as A.I.D. may request in Project Implementation
 
Letters.
 

SECTION C.6. Shipping.
 

(a) Goods which are to be transported to the -rritory of the
 

Grantee may not be financed under the Grant if trans rted either:
 
(1) on an ocean vessel or aircraft under the flag of E country which 
is not included in A.I.D. Geographic Code 935 as in effect at the 
time of shipment, or (2) on an ocean vessel which A.I.D., by written 
notice to the Grantee has designated as ineligible; or (3) under an 
ocean or air charter whijh has not received prior A.I.D. approval. 

(b) Costs of ocean or air transportation (of goods or
 
persons) and related delivery services may not be financed under the
 
Grant, if such goods or persons are carried: (1) on an ocean vessel
 
under the flag of a country not, at the time of shipment, identified
 
under the paragraph of the Agreement entitled "Procurement Source:
 
Foreign Exchange Costs," without prior written A.I.D. approval or on
 
a non-U.S. flag air carrier if a U.S. flag carrier is available (in
 
accordance with criteria which may be contained in Project
 
Implementation Letters) without prior written A.I.D. approval; or
 
(2) on an ocean vessel which A.I.D., by written notice to the
 
Grantee, has designated as ineligible; or (3) under an ocean vessel
 
or air charter which has not received prior A.I.D. approval.
 

(c) Unless A.T.D. determines that privately owned United
 
States-flag commercial ocean vessels are not available at fair and
 
reasonable rates for such vessels, (1) at least fifty percent (50%)
 
of the gross tonnage of all goods (computed separately for dry bulk
 
carriers, dry cargo liners and tankers) financed by A.I.D. which may
 
be transported on ocean vessels will be transported on privately
 
owned United States-flag commercial vessels, and (2) at least fifty
 
percent (50%) of the gross freight revenue generated by all
 
shipments financed by A.I.D. and transported to the territory of the
 
Grantee on dry cargo liners shall be paid to or for the benefit of
 
privately owned United States-flag commercial vessels. Compliance
 
with the requirements of (1) and (2) of this sub-section must be
 
achieved with respect to both any cargo transported from U.S. ports
 
and any cargo transported from non U.S. ports, computed separately.
 

SECTION C.7. Insurance.
 

(a) Marine insurance on goods financed by A.I.D. which are to
 
be transported to the territory of the Grantee may be financed as a
 
Foreign Exchange Cost under this Agreement provided (1) such
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insurance is placed at the lowest available competitive rate, and
 
(2) claims thereunder are payable in U.S. dollars or, as A.I.D. may
 
agree in writing, in the currency in which such goods were financed
 
or in any freely convertible currency. If the Grantee (or
 
government of Grantee), by statute, decree, rule, regulation, or
 
practice discriminates with respect to A.I.D.-financed procurement
 
against any marine insurance company authorized to do business in
 
any State of the United States, then all goods shipped to the
 
territory of the Grantee financed by A.I.D. hereunder will be
 
insured against marine risks and such insurance will be placed in
 
the United States with a company or companies authorized to do a
 
marine insurance business in a State of the United States.
 

(b) Except as A.I.D. may otherwise agree in writing, the
 
Grantee will insure, or cause to be insured, goods financed under
 
the Grant imported for the Project against risks incident to their
 
transit to the point of their use in the Project; such insurance
 
will be issued on terms and conditions consistent with sound
 
commercial practice and will insure the full value of the goods.
 
Any indemnization received by the Grantee under such insurance will
 
be used to replace or repair any material damage or any loss of the
 
goods insured or will be used to reimburse the Grantee for the
 
replacement or repair of such goods. Any such replacements will be
 
of source and origin of countries listed in A.I.D. Geographic Code
 
935 as in effect at the time of replacement, and, except as the
 
Parties may agree in writing, will be otherwise subject to the
 
provisions of the Agreement.
 

SECTION C.8. U.S. Government-Owned Excess Property. The
 
Grantee agrees that wherever practicable, United States
 
Government-owned excess personal property, in lieu of new items
 
financed under the Grant, should be utilized. Funds under the Grant
 
may be used to finance the costs of obtaining such property for the
 
Project.
 

Article D: Termination; Remedies.
 

SECTION D.I. Termination. Either Party may terminate this
 
Agreement by giving the other Party 30 days written notice.
 
Termination of this Agreement will terminate any obligations of the
 
Parties to provide financial or other resources to the Project
 
pursuant to this Agreement, except for payment which they are
 
committed to make pursuant to noncancellable commitments entered
 
into with third parties prior to the termination of this Agreement.
 
In addition, upon such termination A.I.D. may, at A.I.D.'expense,
 
direct that title to goods financed under the Grant be transferred
 
to 
A.I.D. if the goods are from a source outside Grantee's country,
 
are in a deliverable state and have not been offloaded in ports of
 
entry of Grantee's country.
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SECTION D.2. Refunds.
 

(a) In the case of any disbursement which is not supported by
 
valid documentation in accordance with 
this Agreement, or which is
 
not made or used in accordance with this Agreement, or which was for
 
goods or services not used in accordance with this Agreement,
 
A.I.D., notwithstanding the availability or exercise of any other
 
remedies under this Agreement, may require the Grantee to refund the
 
amount of such disbursement in U.S. Dollars to A.I.D. within sixty
 
(60) days after receipt of a request therefor.
 

(b) If the failure of Grantee to comply with any of its
 
obligations under this Agreement has the result that 
goods or
 
services financed under 
the Grant are not used effectively in
 
accordance with this Agreement, A.I.D. may require the Grantee to
 
refund all or any part of the amount of the disbursements under this 
Agreement for such goods or services in U.S. Dollars to A.I.D. 
within sixty days after receipt of a request therefor. 

(c) The right under subsection (a) or (b) to require a refund
 
of a disbursement will continue, notwithstanding any other provision
 
of this Agreement, for three years from the date of the last
 
disbursement under this Agreement.
 

(d) (I) Any refund under subsection (a) or (b), or (2) any
 
refund to A.I.D. from a contractor, supplier, bank or other third
 
party with respect to goods or services financed under 
the Grant,
 
which refund relates to an unreasonable price for or erroneous
 
invoicing of goods or services, 
or to goods that did not conform to
 
specifications, or to services that were inadequate, will (A) be
 
made available first for the cost of goods and services required for
 
the Project, to the extent justified, and (B) the remainder, if any,
 
will be applied to reduce the amount of the Grant.
 

(e) 
 Any interest or other earnings on Grant funds disoursed
 
by A.I.D. to the Grantee under this Agreement prior to the
 
authoriwed use of such funds for the Project will be 
returned to
 
A.I.D. in U.S. Dollars by the Grantee.
 

SECTION D.3. 
 Nonwaiver of Remedies. No delay in exercising
 
any right or remedy accruing to a Party in connection with its
 
financing under this Agreement will be construed as a waiver of such
 
right or remedy.
 

SECTION D.4. Assignment. The Grantee agrees, upon request,
 
to execute an assignment to A.I.D. of any cause of action which may
 
accrue to the Grantee in connection with or arising out of the
 
contractual performance or breach of performance by a party to a
 
direct U.S. Dollar contract with A.I.D. financed in whole or 
in part
 
out of funds granted by A.I.D. under this Agreement.
 


