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The Second Amendment to Project Grant Agreement No. 612-0235, dated 
as of the day and date first below written, between the Government
 
of Malawi ("Grantee") and the United States of America, acting

through the Agency for International Development ("A.I.D.") is
 
hereby entered into to grant the Grantee additional United States
 
Dollars, to expand the scope of the Project, and to extend the
 
Project Assistance Completion Date.
 

WHEREAS, the Grantee and A.I.D. entered into a Project Grant
 
Agreement, dated September 30, 1991 ("Agreement"), subsequently
 
amended on February 26, 1992;
 

WHEREAS, the Grantee and A.I.D. desire to further amend the
 
Agreement to reflect certain changes to the Project;
 

NOW THEREFORE, the Parties hereby agree that the Agreement shall be
 
amended as follows:
 

1. 	 Section 2.2 is hereby deleted and the following substituted
 
in its stead:
 

"Section 2.2. Incremental Nature of Project. A.I.D.'s
 
contribution to the Project will be provided in
 
increments, the initial one being made in accordance with
 
Section 3.1 of this Agreement. Subsequent increments, up
 
to a maximum of Fifteen Million United States Dollars
 
(U.S. $15,000,000), will be subject to availabilty of
 
funds to A.I.D. for this purpose, and to the mutual
 
agreement of the Parties, at the time of each subsequent
 
incremement to proceed.
 

Within the overall Project Assistance Completion Date
 
("PACD") stated in this Agreement, A.I.D., based on
 
consultation with the Grantee, may specify in Project
 
Implementation Letters appropriate time periods for the
 
utilization of funds granted by A.I.D. under each
 
individual increment of assistance."
 



2. 	 Section 3.1 is hereby deleted and the following substituted
 
in its stead:
 

"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 to the Grantee under the terms of this Agreement an
 
additional five million three hundred and thirty-two

thousand United States ("U.S.") Dollars ($5,332,000). The
 
total Grant comprising the original Agreement, the First
 
Amendment, and this Second Amendment shall 
not exceed
 
eleven million six hundred and seventy-two thousand United
 
States ("U.S.") Dollars ($11,672,000) (the "Grant").
 

The Grant may be used to finance foreign exchange costs,
 
as defined in Section 6.1 of this Agreement, and local
 
currency costs, as defined in Section 6.2 of this
 
Agreement, of goods and services required for the Project."
 

3. 	 Section 3.3 is hereby deleted and the following sustituted
 
in its stead:
 

"Section 3.3. Project Assistance Completion Date. 
 The
 
PACD, 	which is September 30, 1998, or such other date
 
as the Parties may agree to in writing, is the date by which
 
all Parties estimate that all sevices 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.
 

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.
 

Requests for disbursement, accompanied by necessary

supporting documentation prescribed in Project

Implementation Letters, are to be received by A.I.D. or
 
any bank described in Section 7.1 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., given

notice in writing to the Grantee, may at any time or times
 
reduce the amount of the Grant by 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."
 

4. 	 Annex 1, Amplified Project Description is hereby deleted in
 
its entirety and the Annex 1 attached to this Second
 
Amendment is substituted in its stead.
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5. 	 Section B.3.(A), Utilization of Goods and Services, Section
 
B.5., Reports, Records, Inspections, Audits, and Section
 
D.1., Suspension and Termination, of the Agreement's Annex
 
2, Project Grant Standard Provisions, are deleted in their
 
entirety and Section B.3. (A), Section B.5. and Section D.1.
 
of Annex 2 attached to this Agreement Amendment are
 
substituted in their stead.
 

All other terms and conditions of the Project Grant Agreement, as
 
amended, shall remain in full force and effect.
 

IN WITNESS WHEREOF, the Grantee and the United States of America,

each acting through its duly authorized representative, have caused
 
this Amendment to be signed in their names and delivered as of the
 
day and date first below written.
 

UNITED 	STATES OF AMERICA GOVERNMENT OF THE REPUBLIC OF WI
 

By: 	 ByBy: A 4zkCythia F. Rozdll 	 u ized Repre ntative
 
Governmentof lw
 

Mission Director Title: 

USAID/Malawi 

_
 

Date: P( §I J I C. Date: -- V .'"3 

Attachments: Annex 1 - Amplified Project Description
 

Annex 2, Section B.3.(A) - Utilization of Goods and 
Services 

Section B.5. - Reports, Records, 
Inspections, Audits 

Section D.1. - Suspension and Termination
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AGRICULTURAL SECTOR ASSISTANCE PROGRAM SUPPORT PROJECT
 

PROJECT GRANT AGREEMENT ANNEX 1
 

AMPLIFIED PROJECT DESCRIPTION
 

I. 	 Introduction
 

The Agricultural Sector Assistance Program Support Project is a
 
seven year project designed to assist the Grantee in
 
implementation of the reforms and other activities encompassed by

the companion Agricultural Sector Assistance Program which is the
 
subject of a separate Program Grant Agreement and is more fully

described therein. Unless otherwise specified, the term "ASAP"
 
refers to both the Program and Project elements. Under the
 
Program, a total of $20,000,000 may be disbursed upon the
 
implementation of specific policy reforms in Malawi which will
 
promote increased agricultural productivity, employment and
 
income. The Project may provide up to $15,000,000 for the
 
activities described in more detail herein, subject 
to the
 
availability of funds to A.I.D. for such purpose and the mutual
 
agreement of the Parties at 
the time of subsequent increments to

proceed. The following discussion refers primarily to elements
 
of the P-oject but will refer, where appropriate, to reforms and
 
other actions taken pursuant to the Program Grant Agreement.
 

The Project activities include:
 

1. 	 Establishment of an agricultural policy research unit at 
the
 
Bunda College of Agriculture;
 

2. 	 Development of an agroforestry extension system to promote

the adoption of agroforestry techniques which will provide

smallholder farmers with low cost technologies for
 
increasing agricultural production and productivity;
 

3. 	 Support for food security monitoring and policy development

activities, crop estimates, nutrition surveys and other data
 
collection efforts, and implementation of a famine early

warning system in the Ministry of Agriculture and the
 
Department of Economic Planning and Development;
 

4. 	 Establishment of an environmental monitoring capability in
 
the Department of Research and Environmental Affairs to
 
measure the environmental impact of policy reforms;
 

5. 	 Support to increase Ministry of Agriculture capability to
 
deliver organizational and management development services
 
to smallholder organizations;
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6. 	 Studies in support of ASAP policy reform initiatives,
 
development of action plans, and activities in support of
 
program implementation; and
 

7. 	 Annual evaluations and separate monitoring studies to
 
measure the impact of policy reforms.
 

II. 	 Description of Project Elements
 

A. Agricultural Policy Research Unit Activity Bunda ColleQe
 

This 	element supports development of an indigenous institutional
 
capacity to undertake policy-relevant research in direct support

of Government agencies such as the Ministry of Agriculture, and
 
in support of more general agricultural development goals as
 
identified by both government and non-government entities.
 
Bunda College has the necessary approval to establish a Center
 
for Agricultural Research and Development (CARD) to carry out
 
this function. While the proposed scope of CARD is far broader
 
than what is envisaged as being required to meet the objectives

of ASAP, its general structure and location are appropriate to
 
establish the intended policy-related analytical capability at
 
Bunda. Specifically, this project will finance the establishment
 
and operation of an Agricultural Policy Research Unit at Bunda
 
College which will undertake agricultural policy research in
 
support of ASAP policy reforms.
 

The types of policy studies which are planned for the first few
 
years of operation include, but will not be limited to, the
 
following topics:
 

extension service delivery to small customary
 
landholders;
 

--	 smallholder/estate interface; 
--	 crop diversification opportunities and constraints; and 
--	 land tenure, land use and commercial crop production. 

A detailed policy research plan will be formulated shortly after
 
startup of the Unit. The Unit is also expected to support and
 
participate in annual evaluations of ASAP.
 

Technical support will be provided by a U.S. institution or
 
consortium. Collaboration will take the form of two long-term
 
advisors; short-term visits by U.S. academic staff and
 
researchers to Bunda; and visits by Bunda academic staff to the
 
collaborating institution and to other locations as appropriate.
 
Funds will also be provided for construction of facilities for
 
the research unit, for commodity procurement, and for
 
administrative and operational support for the Unit.
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B. Agroforestry Extension Activity
 

This element will focus on extension of sustainable, environment
 
enhancing agroforestry techniques developed under the Malawi
 
Agricultural Research and Extension (MARE) project. The effort
 
will include the establishment of village nurseries and
 
seed/grass orchards, provision of extension services,
 
demonstration research plots in field conditions, and
 
technologies in support of smallholder burley production. The
 
effort will be supported through a five-year agreement with a
 
U.S. university to provide a long-term advisor and short-term
 
technical assistance as required to support extension activities.
 
Funds will also be provided to the Ministry of Agriculture to
 
finance staff training and field operations. Project outputs

include the establishment of an agroforestry extension services
 
system, the development of appropriate modules and the placement
 
of necessary staff.
 

C. Food Security Monitoring and Policy Development Activity
 

This element is intended to support monitoring of the Program's

impact on food security. This project activity will assist the
 
GOM in its efforts to monitor food security, and to develop and
 
implement appropriate policies and interventions. Support will
 
be provided to assist the Food Security and Nutrition Unit (FSNU)

of the Department of Economic Planning and Development (EP&D)

with food security policy development and implementation. ASAP
 
Support Project funds will also support Ministry of Agriculture

(MOA) implementation of the household Food Security and Nutrition
 
Monitoring Survey (FSNMS), the new crops estimates methodology,

and implementation of a famine early warning system in the
 
Ministry of Agriculture.
 

A U.S. institution is providing a full-time advisor and short
term consultancy visits to support the FSNU on this work over a
 
four-year period. Related to the work of the FSNU is the
 
development of the National Food and Nutritional Surveillance
 
System within the Ministry of Agriculture (MOA) to implement food
 
and nutritional surveillance. Its major components are the Food
 
Security and Nutrition Monitoring Survey System (FSNMS) and the
 
Early Warning System.
 

//
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The primary objective of the FSNMS has been to develop the
 
institutional capacity of the MOA to establish a simple and
 
sustainable information collection system throughout the country.

In support of the FSNMS, A.I.D. will provide financing for survey

implementation, analysis, supervision, reporting and training of

field staff. The primary objective of the Early Warning System

is to develop and operate a monitoring system of field crop

conditions in order to forecast national and regional food

security status. 
A major focus has been the testing of a new
 
crop estimates methodology throughout the entire country, which
 
will be supported by ASAP Support Project funds.
 

Finally, the 1991-92 drought clearly demonstrated the need for
 
upgrading the reporting and information systems with respect to
 
crop yields, food availability and nutritional status for use 
in
 
formulating food security policy, and in worst case 
scenarios, as
 
a means of targeting relief efforts. ASAP Support Project funds

will be utilized to finance counterpart operations in support of

Famine Early Warning System (FEWS) activities in Malawi.
 

D. Environmental Impact Monitoring
 

The potential impact of ASAP policy reforms on the natural
 
resource base through increased smallholder crop production, more

intensive and extensive 
use of land, and greater fertilizer
 
consumption is a major concern. Therefore, A.I.D. will support

the establishment and operation of an environmental monitoring

unit within the GOD's Department of Research and Environmental
 
Affairs (DREA). DREA has designed an Environmental Monitoring

Program to measure the environmental impact of increased
 
smallholder burley tobacco production associated with policy

reforms during an initial period of three cropping seasons.
 
Support will be provided through a U.S. institution, and through

direct financing of GOD operational costs. Funding will support

short- and long-term technical assistance, training, commodities,

and operational support 
for intensive monitoring activities in
 
five indicative catchment areas throughout Malawi.
 

E. Smallholder Organization Development
 

The success of agricultural market liberalization in general, and

the smallholder burley program in particular, depends upon the
 
long-term viability of smallholder marketing clubs. However,

club organization and management requires strengthening. ASAP

will provide support to improve delivery of services to enhance
 
club operation and financial viability.
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This element will finance the involvement of a U.S. institution
 
experienced in small farmer organizational development to support
 
smallholder marketing clubs for a four-year period. Funding will
 
provide for a long-term advisor, short-term technical assistance,
 
and training resources to organize and deliver farmer training
 
programs in the areas of club leadership, financial management,
 
and organizational development.
 

F. 	 Studies, Action Plan Implementation, and Project
 
MonitorinQ
 

A series of studies will be undertaken unaer the project with the
 
objective of identifying key constituent steps to the achievement
 
of the program's four themes. Planned study topics include the
 
following:
 

Theme 1: Production and Marketing of Crops 

--

--

Alternative marketing channels for smallholder crops 
Constraints to expanded marketing of traditional 
agricultural commodities in domestic and regional 
markets 

--

--

--

Study on the licensing of estates to purchase 
sma~lholder burley tobacco 
Smallholder/estate interface study 
Study on industry outlook for Malawi's tobacco in 
the world market 

Theme 2: Efficiency of Input Delivery 

--

--

Improved delivery o- credit to smallholder 
farmers, especially those with landholding less than 
1.5 hectares 
Analysis of constraints to expanded private sector 
distribution of seeds and fertilizer 

--

--

Development of extension modules for smallholders 
with less than 1.5 hectare landholdings 
Examination of land use and tenure issues 

Theme 3: Equity in the Agriculture Sector
 

-- Evaluation of tobacco prices paid to burley tenants 
-- Study on constraints to women's participation in 

burley marketing clubs 
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Theme 4: Crop Diversification 

--

--

Identification of crop diversification opportunities 
and constraints 
Study on market demand to determine domestic demand 
for processed and unprocessed traditional 
agricultural commodities 

A number of the above studies will be undertaken by the Project
supported Bunda College agricultural policy research unit; others
 
will be contracted. The participation of Bunda College will be
 
encouraged whenever appropriate.
 

Most of the above-described studies are expected to result in

action plans which may require additional project support to
 
implement. Other activities in support of policy reform
 
implementation may also be financed under the project. 
 Such
 
support may include long-term and short-term technical assistance
 
(TA), commodities, training, and operations support. Project

support for these activities will be further defined during the
 
course of implementation.
 

A Project Assistant has been contracted to assist the Mission

with project implementation. Additional funds 
are being added to
 
the project to extend this position, and to support a part-time

Mission monitoring/evaluation advisor.
 

III. Responsibilities of the Parties
 

The responsibilities of the Parties, including the host country

contribution, are discussed in the Amplified Program Description

attached to the Program Grant Agreement, which is incorporated

herein by this reference.
 

/6 
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IV. Financing Method 

The following chart indicates the expected method of 

implementation and financing. 

Item Implementation FinancinQ 

Agricultural Policy 
Research Unit: 

TA/Commodities/ Cooperative Agreement Letter of Credit 
Training 

Construction/ 
Operation 

(HBCU) 
Cooperative Agreement 
(Bunda College) 

Cost Reimbursement 

Vehicles A.I.D. Direct Contract Direct Payment 
Contracc/PSA 

Agroforestry: 

TA/Commodities Cooperative Agreement Letter of Credit 
Support (WSU) 

Training/OE 
Vehicles 

Ministry of Agriculture 
A.I.D. Direct Contract 

Cost Reimbursement 
Direct Payment 

Contract/PSA 

Food Security: 

TA/Commodities 
Crop Estimates 
Nutrition Surveys 

Cooperative Agreement 
Ministry of Agriculture 
Ministry of Agriculture 

Letter of Credit 
Cost Reimbursement 
Cost Reimbursement 

Agro-Econ. Surveys 
FEWS 

Ministry of Agriculture 
Direct Contract Buy-in 

Cost Reimbursement 
Letter of Credit 

Vehicles A.I.D. Direct Contract Direct Payment 

Environmental 
Monitoring: 

TA/Commodities 
Operations 
Vehicles 

Cooperative Agreement 
DREA/Line Ministrys 
A.I.D. Direct Contract 

Letter of Credit 
Cost Reimbursement 
Direct Payment 

Smallholder Org. 

Development: 

TA/Training/Comm. Cooperative Agreement Letter of Credit 

Studies/Implem./ A.I.D. Direct Contract Direct Payment 
Management: Cooperative Agreement Letter of Credit 

Monitoring/Audit A.I.D. Direct Contract Direct payment 
Evaluation: Cooperative Agreement Letter of Credit 
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V. Procurement of Commodities and Services
 

A. Commodity Procurement
 

Procurement of commodities will be the responsibility of
 
cooperative agreement recipients and contractors funded under the
 
program. Within USAID/Malawi, the Agriculture and Food Security

Office will have overall responsibility for procurement actions
 
which are the Mission's responsibility. Commodities purchased by
 
the project will be appropriately marked with the A.I.D. symbol.

Procurement schedules will be developed in conjunction with the
 
institutions providing technical assistance for the same
 
activities.
 

3. Services Procurement
 

All cooperative agreements and service contracts will be
 
negotiated by A.I.D. Technical assistance and institutional
 
support for the Bunda activity will be provided through a
 
competitively bid cooperative agreement with a U.S. university or
 
university consortium. Technical assistance for the agioforestry
 
activity will be provided through a negotiated cooperative
 
agreement with Washington State University (WSU). Technical
 
assistance for the EP&D food security activity will be provided
 
through a competitively bid cooperative agreement with a U.S.
 
university. Technical assistance for the environmental
 
monitoring activity will be provided through a buy-in to 
an
 
existing cooperative agreement. Technical assistance for the
 
smallholder organization strengthening activity will be provided

through a competitively bid cooperative agreement with a U.S.
 
institution.
 

C. Source/Origin
 

As discussed in greater detail in the Grant Agreement section on
 
Procurement Source, the eligible source/origin for goods and
 
services, and the eligible nationality of suppliers of services,
 
financed with disbursements of project funds will be A.I.D.
 
Geographic Code 935. All reasonable efforts will be made to
 
maximize procurement of goods and services from the U.S. Ocean
 
shipping and air travel and transportation services follow
 
special regulations explained in the above-mentioned Grant
 
Agreement section. Disbursements for local currency costs are
 
also authorized, in accordance with the relevant sections of the
 
Grant Agreement.
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VI. Audit and Evaluation
 

A. Audits
 

An audit of the NPA portion of ASAP is planned during 1993. In
 
addition, all foreign recipients of U.S. Government funds will be
 
responsible for the annual audits of the activities financed
 
under the project component. Such recipients will be required to
 
have these audits performed hy independent auditors approved by

the A.I.D. Inspector General, and in accordance with U.S.
 
Government auditing standards. 
 Technical assistance, where
 
necessary, will be provided to the recipients by USAID and/or the
 
A.I.D. Inspector General in contracting for and/or

implementation of these audits. Sufficient funds are budgeted in
 
the program for these purposes.
 

B. Evaluations
 

Annual evaluations of program progress by the GOD and USAID are
 
planned. Midterm evaluations are planned after year two and
 
during year five, with a final evaluation planned during year
 
seven. These evaluations will be conducted by the GOD, A.I.D.
 
and outside resources as necessary. Annual evaluations after
 
years three, four and seven will be conducted by the Bunda
 
College agricultural policy research unit.
 

VII. Illustrative Financial Plan
 

The following financial plan is illustrative only, and may be
 
changed as noted.
 



A.D. Project No. 612-0235 
Project Grant Agreement No. PA-91-G-612-0235 
Attachment A 

AGRICULTURAL SECTOR ASSISTANCE SUPPORT PROJECT 

ILLUSTRATIVE SUMMARY OF PROJECT COSTS' 
($000's) 

Expense Category 	 Previous Funding by this Total Funding Life of Project2 

Funding Amendment to date A.I.D.
A.i.D 

Ag. Policy Research 2,100 900 3,000 3,590 

Agroforestry Extension 1,100 900 2,000 2,635 

Food Security 1.020 780 1,800 2.445 

Environmental Monitoring 400 900 1,300 1,300 

Studies/Implementation/Mgt. 1,460 300 1,760 2,250 

Monitoring/Eval./Audit 260 140 400 604 

Smallholder Organization 0 1,200 1,200 1,900 

Contingency 0 212 212 276 

Total 6,340 5,332 11,672 15,000 

The Parties may unilaterally, by written notice to the
 
other, adjust line items in this budget to a maximum of
 
15% per line item provided that the total obligated
 
amount is not increasd, and the total GOM contribution
 
and amounts allocated to evaluation and audit are not
 
reduced.
 

Subject to the availabilty of funds to A.I.D. for this
 
purpose, and to the mutual agreement of the parties to
 
procee; at the time of each subsequent increment.
 

/r
 

2 



ANNEX 2
 

SECTION B.3 Utilization of Goods and Services
 

(a) 	 Any resources financed under the Grant, unless
 
otherwise agreed in writing by A.I.D., will be devoted
 
to the Project until the completion or termination of
 
the Project, and thereafter (as well as during any
 
period of suspension of the Project) will be used so as
 
to further the objectives sought in carrying out the
 
Project.
 

SECTION B.5 Report, Records, Inspections, Audits
 

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

(b) 	 The Grantee shall maintain accounting books, records,
 
documents, and other evidence relating to the Project
 
and to this Agreement, adequate to show, without
 
limitation, all costs incurred under the Grant, the
 
receipt and use of goods and services acquired under
 
the Grant, the costs of the Project supplied from other
 
sources, 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

("Project Books and Records"). At the Grantee's
 
option, with approval by A.I.D., Project books and
 
records will be maintained in accordance with one of
 
the following methods: (1) generally accepted
 
accounting principles prevailing in the United States,
 
(2) generally accepted accounting principles prevailing

in the country of the grantee, (3) standards committee
 
(an affiliate of the International accounting standards
 
committee) (an affiliate of the International
 
Federation of Accounts), or (4) such other accounting
 
principles as the parties may agree to in writing.
 
Project books and records shall be maintained for at
 
least three years after the date of last disbursement
 
by A.I.D.
 

(c) 	 If Dols. 25,000 or more is disbursed directly to the
 
Grantee in any one calendar year under the Grant, the
 
Grantee, except as the Parties may otherwise agree in
 
writing, shall have financial audits made of the funds
 
disbursed to the Grantee under the Grant in accordance
 
with the following terms.
 



(1) 	The Grantee shall select an independent auditor in
 
accordance with the "Guidelines for Financial
 
Audits Contracted by Foreign Recipients" issued by
 
the A.I.D. Inspector General ("Guidelines"), and
 
the audits shall be performed in accordance with
 
the "Guidelines".
 

(2) 	An audit of the funds provided under the Grant
 
shall be conducted for each fiscal year of the
 
Grantee. The audit shall determine whether the
 
receipt and expenditure of the funds provided
 
under the Grant are presented in accordance with
 
generally accepted accounting principles agreed to
 
in section (b) above and whether the Grantee has
 
complied with the terms of the Agreement. Each
 
audit shall be completed no later than one year
 
after the close of the Grantee's fiscal year.
 

(d) 	 The Grantee shall submit an audit report to A.I.D.
 
within 30 days after completion of each audit arranged
 
for by the Grantee in accordance with this section.
 
The A.I.D. Inspector General will review each report to
 
determine whether it complies with the audit
 
requirements of this Agreement. Subject to A.I.D.
 
approval, costs of audits performed in accordance with
 
the terms of this section may be charged to the Grant.
 
In cases of continued inability or unwillingness to
 
have an audit performed in accordance with terms of
 
this section, A.I.D. will consider appropriate
 
sanctions which include suspension of all or a portion
 
of disbursements until the audit is satisfactorily
 
completed or A.I.D. performs its own audit.
 

(e) 	 The Grantee shall submit to A.I.D., in form and
 
substance satisfactory to A.I.D., a plan by which the
 
Grantee will ensure that funds made available to sub
recipients that receive Dols. 25,000 or more in any one
 
calendar year under the Grant are audited in accordance
 
with 	this Agreement. The plan should describe the
 
methodology to be used by the Grantee to satisfy its
 
audit responsibilities with respect to any sub
recipients or on appropriate procedures performed by
 
the internal audit or program staff of the Grantee, by
 
expanding 	the scope of the independent financial audit
 
of the Grantee to encompass testing of sub-recipients'
 
accounts, 	or by a combination of these procedures. The
 
plan should identify the funds made available to sub
recipients that will be covered by audits conducted in
 
accordance with other audit provisions that would
 
satisfy the Grantee's audit responsibilities (a
 
nonprofit 	organization organized in the United States
 
is required to arrange for its own audits; a for profit
 
contractor organized in the United States that has a
 



(f) 


(a) 


(b) 


direct contract with A.I.D. is required to arrange for 
its own cognizant Grantee contracting agency) . The 
Grantee shall ensure that appropriate corrective 
actions are taken on the recommendations contained in
 
the sub-recipients audit reports; consider whether sub
recipients' audits necessitate adjustment of its own
 
records; and require each sub-recipient to permit
 
independent auditors to have access to records and
 
financial statements as necessary.
 

A.I.D. may, at its discretion, perform the audits
 
required under this Agreement on behalf of the Grantee
 
by utilizing funds under the Grant or other resources
 
available to A.I.D. for this purpose. The Grantee
 
shall afford authorized representative of A.I.D. the
 
opportunity at all reasonable times to audit or inspect
 
the Project, the utilization of goods and services
 
financed by A.I.D., and books, records and other
 
documents relating to the Project and the Grant.
 

Suspension and Termination
 

Either Party may terminate this Agreement in its
 
entirety by giving the other Party 30 days' written
 
notice. A.I.D. also may terminate this Agreement in
 
part by giving the Grantee 30 days' written notice, and
 
suspend this Agreement in whole or in part upon giving
 
the Grantee written notice. In addition, A.I.D. may
 
terminate this Agreement in whole or in part, upon
 
giving the Grantee written notice if (i) the Grantee
 
fails to comply with any provision in this Agreement,
 
(ii) an event ocurs that A.I.D. determines makes it
 
improbable that the objectives of the Project or the
 
assistance program will be attained or that the Grantee
 
will be able to perform its obligations under this
 
Agreement, or (iii) any disbursement by A.I.D. would be
 
in violation of the legislation governing A.I.D.
 

Except for payment which the Parties are committed to
 
make pursuant to noncancellable commitments entered
 
into with third parties prior to such suspension or
 
termination, suspension or termination of the entirety
 
or part of this Agreement will suspend (for the period
 
of the suspension) or terminate, as applicable, any
 
obligation of the Parties to provide financial or other
 
resources to the Project, or to the suspended or
 
terminated portion of the Project as, applicable. Any
 
portion of this Agreement which is not suspended or
 
terminated shall remain in full force and effect.
 

//
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(c) 	 In addition, upon such full or partial suspension or
 
termination, A.I.D. may, at A.I.D.'s expense, direct
 
that title to goods financed under the Grant, or under
 
the applicable portion of the Grant, be transferred to
 
A.I.D. if the goods are from a source outside the
 
Grantee's country, are in a deliverable state and have
 
not been offloaded in ports of entry of Grantee's
 
country.
 


