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(United States South Africa Leader Exchange Program) 

AV, ,orijtion Icofpor3td Lwd',r <,tion 2L1A 
of Act (31of 1973 

Mr S.J. Mhlungu 21 January 1992 
Chairman 
Action Group for Democracy _ 
P 0 Box 4432 . ....'iF " 
DURBAN 4000 

Dear Mr Mhlungu 

Subject: Transition to Democracy Protect. 

The United States-South Africa Leader Exchange Program (hereinafter referred to as 
"USSALEP") hereoy 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 Agreement is effective a- of September 2, '991 for fi.herance of program 
objectives during the period beginning with the effective date and ending September 
30, 1992. 

This Agreement is entered into with the IFP/AGD on condition that the funds will be 
administered in accordance with the terms and conditions set forth in Attachment 1, 
"Schedu!e", Attachment 2, F'rogram Description", Attachment 3, "Standard 
Provisions", and Attachment 4, "AID. 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 to USSALEP. 

Sincerely 

Stan Kahn 
Project Manager 

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



ACKNOWLEDGED AND ACCEPTED
 

By: 
Mr S. J. Mhlungu 

Title: Chairman 

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

Date: 

Attachments: 

1. Schedule 
2. Program Description 
3. Standard Provisions 
4. Geographic Code 935 
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ATTACHMENT NO. 1
 

SCHEDULE
 

I. OVERVIEW OF AGREEMENT 

The purpo ot this Aieement is to provid, infrastructure 
and rela- ,d s'";ort to the InKatha Freedom Party, to 
encoura' - tt io~s eading to 3 peaceful transition to 
a ge~n , ,r based on universal suf frage within a 
unit.td Soso:A iO,%is further described in Attachment 2 
to this A : t , irt it I ed "Program Descr ipt. on. 

II. PERIOD OF AGREEMENT 

The f, '!, d te of Lhis Agreement is September 2, 1991. 
Un less: It Il wi.S agreed to by USSALEP in writing, the 

e:-:pi ras~co Iat7' is September 1992, ning no1 30, me that 
funds usdsr Agreement shall be applicable to goods not 
furni she.d or .srvices not performed for the program by this 
date. 

III. AGREEMENT FUNDING AND PAYMENT 

USSAIE hereby provides a sub-grant to the IFP/AGD in the 
amount o 2,t 2, 1i0 to cover program e:-:penditure as 
spec i f i, d -f ,i,.. I' ese funds have been made avai lable to 
USSAI,EP I I o U ed States Agency for Irternat ional 
Developm;ere ot !co ii i outh Africa (USAID/Soutli Af -- ca), 
for the, UL i.chleving the objectwyes of this 
Agreeme,', . 

IV. FINANCIAL MANAGEMENT 

A. To tho mximum o:tent- practicable, firiancial management 
of gr rit furnd.<, procurement and other financial 
transacrt ions vI i be the responsibility of USSALEP and, 
the refore, wi1 b outside of the IFP. This policy is to 

avoid possi ble cnflict of interest arising from the need 
for any financia audit which may be required, to extend 
into the int rn l f fairs and financial records of the 
IFP/A GD. 

B. In the eveni that any funds are transferred to the 
IFP/ACGD ft, m U SALEP, the IFP/AGD shall be responsible for 
accounting for, and shall open a separate, non-co-mingled, 
bank accourt to b ued solely for such f-nds. The IFP/AGD 
shall deposit al 1unds 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 financed under this Agreement from this
 
account. All cash advances shall be liquidated on a
 
quarterly basis. 
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C. Return any interest exceeding US $ ]00 per annum earned 
from funds provided under this Agreement to USSALEP, not 
less often than quarterly. Up to $100 in interest earnings 
per annum may be retained by the IFP/AGD to cover 
administrative costs such as bank charges on he separate 
interest bearring ,cccunt. 

V. FINANCIAL PLAN
 

A. Ii lustrative Financial Plan 

The Illustrative Financial Plan for this Agreement is set 
forth in Table I below. Revisions of this Plan shall be 
made in accordance with Standard Provision 4 of this 
Agreement, located in Attachment 3 and entitled "Revision 
of Agreement Budet." The IFP/AGD is authorized a 15% 
deviation bthwoen 1ine items provided that USSALEP is 
notified in wrting of such budget changes in the IFP/AGD's 
following Quar ter'y Report. However, any deviation above 
this amount, or any increase in the total Grant, must be 
approved in advance in writing by USSALEP. 

Table I
 

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 
Airfares and Travel Costs R 658,727 
Training R 486,043 

R 7,02887 
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B. Level of Assistance
 

The total Rand amount in the Illustrative Fir .ncial.Plan
 
(Table 1 abov) is the maximum Rand available under this 
Agreement. The conversion rate from U.S. dollars will be 
the preva l i t-,1,t-e ;it- t-he time of coriversion as dete rni ned 
by the Cc,:it r ,le , UlAI!,/outh Africa. To determine the 
U.S. dlir ar-a.t t his Agre-menrt, rne:chance rate of 
R 2.65 to om0 , ) . y. cir w . t ,.o V)l 

Notwithctl ri,; nq t-1- ,bove, in no t.,v-1,t. wil 1 t-he total level 
of funds pr i e:ce, the ob1. igatedpray' Io:-:' 

do]la r i n (, 1 I &cv(,.
ect o 

Due toa - e t Ir ir lta i or , -i t h A ir- ca-nr Rand 
availabl, liidso ily indi idul ±1 it 1 ttme financed under 
this Ag eeli',lt. :reiy e:. co d 1eve 1s budgeted for by the 
IFP/AGD. 

If the do to such Rand finance11,T/AlT ae uso R'ss to 
additional ,i l110 progr am expnonses, it may submit a 
proposa-i ik' of s-,uch funds. if US AlI, is in agreement 
with tih, 'A' ' pireposii, t he Agreeint. miy he modi fied 

to provid, I t ho, iuthor i zed e:-:perd' tur es. USSALEP 

reserves t- iht dob Igat-e any do] as in excess of 
those, i nCt fund the Ratnd Iludg t-. However, should 

chanqes ill "h' ,:cag rate result- Fewer South African 

Rand he ir aqal 1able tha. budgeted for, the IFP will be 
responsible fo-r financing the shortfall since the U.S. 
dollar amount rrevails. 

VI. 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 
fol lowing: 

1. A summary of Agreement program activities over the 
previous three months. 

2. A summary of Agreement program activities planned for 
the ne:-t three months. 

3. A si;mmlry of the problems encountered in implementing 
Agreement program activities. 

4. Any other Agreement-related information reasonably 
requested by USSALEP. 
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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
 
accomplishmeots of the Agreement, significant problems or 
failures encountered in its implementation, actual 
expenditures pursuant to it and any other items USSALEP may 
reasonably peoi y. 

VII. TITLE OF PROPERTY
 

Title to all property purchased under this Agreement for 
the use and benefit of the IFP/AGD shall vest in the 
IFP/AGD in cicordance with, to the extent practicable, the 
terms of Attachment 3, Additional Standard Provision 18, 
entitled "Title to and Use of Property." 

\,III. AUTHORIZED GEOGrLbPHIC CODE
 

The aut.hori,,d qeoqraphic code for all procurement ":ith 
funds previed undot tho Agreement is the- United States, 
the Repul'1ic nt South Africa and co~ntr:es included in 
A. I .D. GCograiphic Code 935, m,-aning that -, 1 gcods and 
services f in,.need by this A.]reement shall have, 'Vit h 
respect to goods, their source and origin and, with respect 
to the supp i s of serves, their nationlity in tnre 
United StcaLes, the Repablic of South Africa or in rther 
countries ic1 uded in A.i.D. Geogruphic Ccde 935. A copy 
of A.l.D. (,eoqgi-phic Code 935 is attached to this Agreement 
as "Attachent .1" c.nd forms part of this Agreement. 

TX. SPECIAL PROVISIONS
 

A. Proctrement 

1. Scope: This provision is applicable to the extent 
that local co.t financing is otherwise authorized by the 
Agreement. It Joes not require procurement in South Africa 
where off-shore procuremenc could otherwise occur. 

2. Policy: In the procurement of goods and cervices 1.n 
South Africa, under this Agreement, USSALEP sha-ii, to the 
maximum e -ent practicable, award cont racts to individuals 
who or orgai iations which aie disadvantaged by apartheid 
and are respon- rve and appropri ate providers of goods and 
service-. 

3. Definitions: Individuals and organizations 
disadvantaged by apartheid shall mean: (1) South African 
individuals of black, "coloured" or Asian descent whose 
principal place ol business is in the Republic of South
 
Africa; and (2) private partnerships or commercial firms
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which are incor orated in or organized under the laws of
 
the Republic of South Africa, whose principal place of
 
business is in the Republic of Sou~h Africa, and which are
 
more than 50 percent beneficially owned by South African
 
persons of black, "coloured" or Asian descent. The
 
Republic of South Africa includes the so-called
 
"independent" and "self-governing" homelands.
 

B. Competition: Except as otherwise provided in this
 
Section IX,. all procurement transactions shall be conducted
 
in a manner to provide, to the maximum extent practical,
 
free and open competition.
 

C. Staff Recruitment: The IFP/AGD agrees that all staff
 
recruitment for positions.funded,under thigsAgreement .will
 
be carried out'through an appropriate competitive process
 
and that salary levels will be in accordance with community
 
and professional standards.
 

D. Travel and Per diem: The IFP/AGD will provide for
 
USSALEP's approval a"copy of its travel and per diem policy
 
covering both domestic and international travel for its
 
staff and for program participants not to exceed U.S.
 
Government rates. In the event the IFP/AGD does not
 
establish a policy, U. S. Government regulations governing
 
travel and per diem shall apply.
 

E. Prohibition on Using Funds to Support Violence: The
 
IFP/AGD agrees that it will not use any of the funds or
 
fixed assets made available to it under this Agreement for
 
the purpose of supporting physical violence by an
 
individual, group, or government. In the event this
 
prohibition is violated, USSALEP has the right to terminate
 
or suspend, in whole or in part, this Agreement and to seek
 
a refund of funds or fixed assets provided to the IFP/AGD
 
hereunder.
 

F. Conditions Precedent To Disbursement: Prior to
 
disbursement of any funds under this Agreement to, or on
 
behalf. of, the IFP/AGD, the IFP/AGD shall submit to
 
USSALEP, in form and substance satisfactory to, USSALEP,
 
evidence that:
 

1. a detailed plan for infrastructure support and plans
 
for any technical, management or other training or
 
assistance that may be required to ensure that the IFP/AGD
 
is able to use the items .procured under this Agreement
 
-effectively have been agreed upon between USSALEP and the
 
,IFP/AGD; and
 

2. the IFP/AGD has formally appointed competent external
 
auditors who have been fully, briefed on the accounting,
 
financial control and management reporting requirements
 
under this sub-grant Agreement.
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X. STANDARD PROVISIONS
 

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

PROGRAM DESCRIPTION
 

ISUMMARY 

The purpose of this Agreement is to provide assistance to the
 
InKatha Freedom Party (IFP), to enable it to engage more
 
effectively in the process of negotiating a new nonracial,
 
democratic government in South Africa, based on universal
 
suffrage. To achieve this purpose, Agreement funds will be used
 
to procure, on, behalf of and for the benefit of the IFP,
.infrastructure-(office equipment,,.telecQm u icton eqqpment,
 

printing, publication and distribution equipment), rental or 
lease of office space and human resource development and 
training.
 

It is expected that the IFP will, to the extent practicable, use
 
all the resources provided under this Agreement to achieve the
 
above stated purpose. The Action Group for Democracy (AGD), the
 
IFP's Management and Administrative arm, has been mandated by the
 
IFP to receive this assistance.
 

Recent dramatic poitical events in South Africa have created an
 
environment that appears conducive both to the dismantling of
 
apartheid as well as enhancing the process of meaningful
 
negotiations, for a new constitution that will lead to a non­
racial democracy. In the interest of fair, timely and open
 
negotiations it is critically important that the negotiations
 
process exist on a "leiel playing field."
 

Between 1975 and 1990, th.,;IFP functioned as an anti-apartheid,
 
National Cultural Liberation Movement, InKatha Yenkululeko
 
Yesizwe. As the governing Party of the Kwa-Zulu administration,
 
InKatha resisted efforts by the Pretoria government to manoeuvre
 
it into independence, a move whichwould have resulted in Black
 
South Africans' losing their citizenship. While InKatha has
 
always been a National movement, its responsibility to maintain
 
Kwa-Zulu as an integral pary of South Africa, restricted its
 

Vorganisational development on a nation-wide basis. Commitment
 
by the IFP/AGD to negotiations for a future non racial, South
 
African constitution, based on a universal franchise, is
 
handicapped by these organisational difficulties.
 

Mechanisms need to be refined, and'in some cases, established by
 
which the" leadership cadre of the IFP/AGD are able to better
 
develop policy options, and more quickly transmit these down to
 
their followers for comment. 'Similarly, more effective, means
 
must be found by which aggregated opinions and attitudes from
 
grassroots supporters find their way into the negotiating
 
positions'of the IFP. This process obviously is complicated by
 
the fact that significant nuibers of IFP supporters are in the
 
deep rural areas of South Africa, where communication is a
 
problem.
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II.1 	PROGRAM ACTIVITIES"" 

The support provided to the IFP/AGD under this Agreement will
 
include the following:
 

Acquisition of Fixed Assets
 

S. .information processing and communications equipment
 

Equipment for the publication anddistribution of
 
pamphlets
 

Provision of Office Space
 
!17
 

-	 Rental or lease of premises where required 

Human Resource Development
 

-	 Provision of staff and clerical support
 

- Provision of training in computer skills, communication 
,systems, and other permissable areas relating to the 
enhancement of their negotiating capacity. 

III. 	IMPLEMENTATION RESPONSIBILITIES
 

USSALEP will channel funds to the IFP for the purpose described
 
herein and will provide for the IFP/AGD a system of fiscal
 
administration and grants management that will ensure proper
 
accountability for funds disbursed under the project. The role
 
of USSALEP with respect to the IFP/AGD is to administer grant
 
funds, procure fixed assets, provide (by means of contracts)
 
technical assistance and training in order to strengthen the
 
IFP/AGD resources related to the negotiations process, and
 
monitor and evaluate the program.
 

A. Guiding Principles
 

In establishing systems by which the funds will be administered,
 
USSALEP will be guided by two major principles. These are:
 

1. 	 Externalization. To the maximum extent practicable,
 
procurement and other financial transactions (salary
 
payments, rental payments, purchase of equipment, etc.)
 
will be undertaken outside of the IFP/AGD. This policy is
 
to avoid possible conflict arising from the need for any
 
financial audit which may be required to extend into the'
 
internal affairs and financial records of the IFP/AGD.
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2. 	 Consultation. Given the sensitivity of this project, it is
 
imperative that USSALEP establish an effective working
 
relationship with the key members of the IFP/AGD as early
 
as possible and consult with their counterparts frequently.
 

B. 	 Delivery Systems
 

1. 	Procurement and Payments. Except under extraordinary
 
circumstances, USSALEP will acquire all of the fixed assets
 
funded under this Agreement.
 

2. 	 Computers and Software. USSALEP will arrange a technical
 
needs assessment (approximately one week in duration) for
 
.the,*-iFP/AGD;.....
This-asses sment-wi-lo-be-carried'out,f
 
appropriate consultation, by one or more independent, non­,.vending consultants. The starting point for this exercise
 
will be the May 13, 1991 needs assessment conducted by
 
Zille Shandler Associates. At the conclusion of this
 
exercise, procurement of equipment will commence, as
 
outlined above.
 

3. 	 Salary Payments. USSALEP will establish a central salary
 
administration system, in which the IFP/AGD will be treated
 
as an independent company for purposes of payroll.
 
Assuming it is acceptable to the IFP/AGD, a "NEDPAC" system
 
will be used to ensure that payments are made directly into
 
the accounts of individuals nominated by the IFP/AGD, and
 
that tax, medical aid and provident fund deductions are
 
properly made, and paid over to the institutions involved.
 

4. 	 Imprest System. An imprest system will be designed by
 
USSALEP with the concurrence of the IFP/AGD, installed at
 
appropriate levels within the IFP, and users will be
 
trained in its use. This will give autonomy over
 
restricted sums, down to the regional office level of the
 
IFP, for limited expenditures as per budgeted categories.
 

IV. 	PLANNED PHASES OF PROGRAM IMPLEMENTATION
 

A. 	 Mobilization
 

This phase (approximately one month) will entai2-completion
 
of a number of tasks required before any disbursements can
 
be made. Essentially, they consist of hiring staff and
 
equipment to enable USSALEP to undertake the project,
 
completion of technical services: and project needs
 
assessments, and finalization of technical service,
 
procurement and any other necessary agreements with sub-,
 
contractors.
 

Training and instruction in the use of the equipment,
 
systems, procedures and routines are necessary to ensure,
 
orderly office management and efficient equipment
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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 in duration from the
 
effective date of this Agreement) will commence at such 
time as:
 

-- USSALi' 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 program and appropriat procedures, 
acceptable to USSALEP and the [FP/AGD, exist for the 
procurement of all equipment and services to be procured 
under this Agreement; and 

-- the IFMA has ap-,pointed competent euternal auditors who 
will hav bn briefed on the accounting, financial 
controls and management reporting requirements under the 
sub-grant aglcmeIs. 

While designated project staff within USSAtEP will be responsible 
for day to clay i1 mentat on and monitoring of this project, 
USSALEP of fics, both in Johannesl ur and Washington, will 
provide addit ional prsonnl and material resources, as required, 
to ensure iLs satisfactory execution. 

Although the pro p ct will be based and administered in South 
Africa, it di rs in many respects fr om typical USAID activities 
in its high pol itcal profile in the United States and South 
Africa. Consequently involvement of the USSALEP/Washington staff 
is necessary for the success of the project. The Washington 
staff wi i1 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. 
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