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Dear Mr Mhlungu

Subject: Transition to Democracy Project.

The United States-South Africa Leader Exchange Program (hereinafter referred to as
"USSALEP") herepy provides to the InKatha Freedom Party, (hereinafter referred to
as "The IFP", "The IFP/AGD", "the Sub-Recipient” or the "Sub-Grantee") the sum of
$ 2,652,410 under the Transition To Democracy Project, as described in Attachment
1, ("Schedule"), and Attachment 2, entitled "Program Description.”

This Agreemerit is effective as of September 2, “991 for fu.therance of program
objectives during the period beginning with the eifective date and ending September
30, 1992.

This Agreement is entered into with the IFP/AGD on condition that the funds will he
administered in accordance with the terms and conditions set forth in Attachment 1,
"Schedule”, Attachment 2, “Frogram Description’, Attachment 3, "Standard
Provisions”, and Attachment 4, "A.1.D. Geographic Code 935".

This letter and the four attachments just described, which have been agreed to by your
organization, constitute the Agreement.

Please sign the original and two (2) copies of this letter to acknowledge your
acceptance of the Agreement, and return the original and one copy tc USSALEP.

Sincerely

Stan Kahn
Project Manager

Suite 701, 1730 M Street, NW, Washington DC 20036




ACKNOWLEDGED AND ACCEPTED
)
a'vu:’_a(v

By:

Mr S. J. Mhiungu S -3 AnJ \CHZ

Title: Chairman

For: The Action Group for Democracy,
on behalf of the
InKatha Freedom Party of South Africa

Date:

Attachments:

Schedule

Program Description
Standard Provisions
Geographic Code 935
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ATTACHMENT NO. 1

SCHEDULE

OVERVIEW OF AGREEMENT

The purpose of this Agreement 1s to provide infrastructure
and relared support te the InKatha Freedosm Party, to
encourage negol tations leading to 3 peaceful transition to
a genuine democracy based on universal suffrage within a
united South Arvrica, a3 further described in Attachment 2
to this Ajgreem entitled "Program Description.”

PERIOD OF AGREEMENT

The effcctive date ¢of this Agreement is September 2, 1991.
Unless otherwise agreed to by USSALEP in writing, the
expiravion date is September 30, 1992, me.ning that no
funds urder ' nis Agreement shall be applicable to goods not
furnished or services not performed for the program by this
date.

AGREEMENT FUNDING AND PAYMENT

USSALEP hereby provides a sub-grant to the IFP/AGD in the
amount of § 2,652,410 to cover program expenditure as
specifiod herein,  These funds have been made availlable to
USSALEP by the United States Agency for Internaticnal
Development otfiice in South Africa (USAID/South Afraica),
for the purwose of achieving the objectives of  this
Agreement.

FINANCIAL MANAGEMENT

A. To the mazimum cxtent practicable, financial management
of grant funds, procurement ano other financial
transactions will be the responsibility of USSALEP and,
therefore, will be outside of the IFP. This policy (s to
avold possible conflict of interest arising from the need
for any f{inancial audit which may be required, to extend
into the internal affairs and financial records of the
IFP/AGD.

B. In the eovent that any funds are transferred to the
IFP/AGD from USSALEP, the IFP/AGD shall b= responsible for
accounting for, and shall open a separate, non-co-mingled,
bank accourt to be used solely for such f.nds. The IFP/AGD
shall deposit all funds made available to it by USSALEP
under this Agreement, including cash advances, into this
separate account and shall make all disbursements for goods
and services f{inanced under this Agreement from this
account. All cash advances shall be liquidated on a
quarterly basis.

Attachment 1 - Page 1.
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C. Return any interest exceeding US $ 100 per annum earned
from funds provided under this Agreement to USSALEP, not
less orten than gquarterly. Up to $100 in interest earnings
per annum may be retained by the IFP/AGD to cover
administrative costs such as bank charges on the separate
interest bearing account.

FINANCIAL PLAN

A. Illustrative Financial Plan

The Illustrative Financial Plan for this Agreement is set
forth in Table 1 below. Revisions of this Plan shall be
made 1in accordance with Standard DProvision 4 of this
Agreement, located in Attachment 3 and entitled "Revision
of Agreement Budcet .” The IFP/AGD 1s authorized a 15%
devianion between line items provided that USSALEP is
notified in writing of such budaget changes in the IFP/AGD’s
following Quarter'y Report. However, any deviation above
this amount, c¢r any increase in the total Grant, muet be
approved in advance in writing by USSALEP.

Table 1

Total
Cost Element SA Rand
Salaries and Related Expenses R 3,040,687
Office Equipment and Furniture R 1,091,001
Office Expenses R 1,752,429
Alirfares and Travel Costs R 658,727
Training R 486,043

R 7,028,887

Attachment 1 - Page 2.




VI.

B. Level of Assistance

The total Rand amount Iin the Illustrative Firncial Plan
(Table T above) is the maximum Rand available under this
Agreement . The conversion rate from U.S. dollars will be
the prevatiling rate at the time of conversion as determined
by the Controlier, USAID/South Africa. To determine the
U.5. dollar sunt of thisg Agreement, an exchange rate of
R 2.65 vo one (1) UL, Dollar will be used.

N

Notwithstanding the above, in no event will the total level
of funds provided under this Agrecment exceed the obligated
dollar amonnt stated in Section [ above,

Due to exchange rate  flucruarions,  Sonth African Rand
available under any individual line item financed under
this Agrecement ray exceed levels budgeted for by the
IFP/AGD.

If the IFP/AGD desires to use such excess Rand to flnance
additional eiligible program e=xpenses, 1t may submit a
proposal for use of such funds., 11 USSALEP is 1n agreement
with the 1¥P/AGD’ s proposal, the Agreement may be modified
tz provide f i

t

)y

or the authorized expenditures. USSALEP
reserves the right o deobligate any dollars in excess of
those needed to tund the Rand Budget. However, should

changes in the exchange rate result in fewer South African
Rand being available than budgeted for, the IFP will be

responsible for financing the shortfall gsince the U.S.
dollar amount prevails.

REPORTING.

A, Quarterly Reports

Beginning three months after the date of signature of this
Agreement, the 1FP/AGD shall submit written quarterly
reports to USSALEP containing, inter-alia, at least the
following:

1. A summary of Agreement rogram activities over the
. Y :
previous three months.

2. A summary of Agreement program activities plannea for
the next three months.

3. A summary of the problems encountered in implementing
Agreement program activities.

4. Any other Agreement-related information reasonably
requested bty USSALEP.

Attachment 1 - Page 3.
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B. Final Report

Within two months of the expiration of the Agreement,

the

IFP/AGD shall submit a written final report summarizing the
accomplishments of the Agreement, significant problems or
failures encountered in its implementation, actual
expenditures pursuant to it arnd any other items USSALEP may

reasonably specify.

VII. TITLE OF PROPERTY

Title to all property purchased under this Agreement
the use and benefit of the IFP/AGD shall vest 1in
IFP/AGD in accordance with, to the extent practicanle,
terms of Attachment 3, Additional Standard Provision
entitled "Tit'e to and Use of Property."

VIII.AUTHORIZED GEOGRAPHIC CODH

The auchorized geographic code for all procurement

for
the
the
18,

-;ith

funds previded under the Agreement is th> United States,
the Republic of South Africa and countries included in

A.1.9. Geoqgraphic Code 935, mcaning that =211 gcods
services financed by this Ajgreement shall have,

and
with

respect to goods, thelr source and origin and, with respect

to the supplicrs of services, their naticnality in

the

United Stacves, the Republic of South Africa or in cther

countries included in A.l.D. Geogrwepnic Ccde 935, A

copy

of A.T1.D. Geographic Code 935 1s attached te this Ayreement

as "Attachment 4" ond forms part of this Agreement.

IX. SPECIAL PROVISIONS

A. Procurement

1. Scope: This provision 1s applicable to the extent

that local co:st financing 1s otherwise authorized by

the

Agreement. It does not require procurement in Scuth Africa

where off-shor? procuremenc could otherwise occur.

2. Policy: In the procurement cf gocds and <ervices n
Scuth Airica, under this Agreement, USSALEP shall, to the
maximum extent rracticable, award contracts to individuals
who or organizations which are disadvantagea by apartheid
and are responsive and appropriate providers of goods and

servicec.

3. Definitions: Individuals and organizations
disadvantaged by apartheid shall

mean: (1) South African

individuals of black, "coloured" cr Asian descent whose
principal place of business is in the Republic of South
Africa; and (2) private partnerships or commercial firms

Attachment 1 - Page 4.







X.

STANDARD PROVISIONS

The Standard Provisions applicable to this Agreement are
contained in Attachment 3 entitled "Standard Provisions."

Attachment 1 - Page 6.













utilization. The final cost of these services will be
determined when the technical needs assessments are
completed.

B. Disbursement

This phase (up to twelve months 1in duration from the
effective date of this Agreement) will commence at such
time as:

--USSALEY and the technical services sub-contractor are
confident that adequate accounting and financial control
systems are in place to record and track all disbursements

--a well designed proqgram and appropriate procedures,
acceptable to USSALEP and the IFP/AGD, exist for the
procurement of all equipment and services to be procured
under this Agrecment; and

--the IFP/AGD has appointed competent external auditors who
will have been briefed on the accounting, financial
controls and managemert reporting requirements under the
sub-grant agrecments.

While designated vroject staff within USSALEP will be responsible
for day to day implementation and monitoring of this project,
USSALEP oifices, both 1in Johannesturg and Washington, will
provide additicnal personnel and matevial resources, as required,
to ensure its satisfactory execution.

Although the project will be based and administered in South
Africa, it differs in many respects from typical USAID activities
in its hign political profile in the United States and South
Africa. Conscquently involvement of the USSALEP/Washington staff
is necessary for the success of the project. The Washington
staff will also play a liaison function with the overseas offices
of the sub-grantees, Congressional staff, interested U.S.
Government departments and, possibly, the U.S. media as the
program unfolds.

Attachment 2 - Page 4.




