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USAID Grant No. 263-0251
RESULTS PACKAGE AGREEMENT
For
TECHNICAL ASSISTANCE FOR
PARTICIPATORY RURAL GOVERNORANCE (SHROUK)

Dated:
Between

The Arab Republic of Egypt ("Grantee")
and
The United States of America, acting through the United
States Agency for International Development ("USAID").
Article 1: Purpose.
The purpose of this Results Package Agreement ("Agreement") is to
set out the understanding of the parties named above (the

"Parties") about the Result described below.

Article 2: Results.

Secti:n 2.1. Result. The Result sought by this Agreement
("Result") is incremental devolution of author.ties to the local
level.,

Section 2.2. Annex 1, Amplified Description. Annex 1,

attached, amplifies the above Resu.t and describes the Indicators
by which achievement of the Result will be measured. Within the
limits of the above definition of the Result in Section 2.1,
Annex 1 may be changed by written agreement of the authorized

representatives of the Parties without formal amendment of this

Agreement.
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Article 3. Contributions of the Parties.

Section 3.1. USAID Contribution.

(a) The Grant. To help achieve the Result set forth in
this Agreement, USAID, pursuant to the Foreign Assistance Act of
1961, as amended, hereby grants to the Grantee under the terms of
the Agreement not to exceed Four Million United States ("U.S.")
Dollars ($4,000,000) (the "Grant").

(b) Total Estimated USAID Contribution. USAID's total

estimated contribution to achievement of the Result will be Five
Million United States ("U.S.") Dollars ($5,000,000), which will
be provided in increments. Subsequent increments will be subject
to the availability of funds to USAID for this purpose and the
mutual agreement of the Parties, at the time of each subsequent
increment, to proceed.

Section 3.2. Grantee Contribution.

The Grantee agrees to provide or cause to be provided all
funds, in addition to those provided by USAID and any other donor
identified in Annex 1, and all other resources required to
complete, on or before the Completion Date, all activities

necessary to achieve the Result.

Article 4: Completion Date.

(a) The Completion Date, which is September 28, 1998, or
such other date as the Parties wmay agree to in writing, is the
date by which the Parties estimate that all the activities

necessary to achieve —he Result will be completed.
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(b) Except as USAID may otherwise agree in writing, USAID
will not issue or approve docuﬁentation which would authorize
disbursement of the Grant for services performed or goods
furnished after the Completion Date.

(c) Requests for disbursement, accompanied by necessary
supporting documentation prescribed in Implementation Letters,
are to be received by USAID no later than nine {(9) months
following the Completion Date, or such other period as USAID
agrees to in writing before or after such period. After such
period USAID, at any time or times, may give notice in writing to
the Grantee and reduce the amount of the Grant by all or any part
thereof for which requests for disbursement, accompanied by
necessary supporting documentation prescribed in Implementation

Letters, were not received before the expiration of such period.

Article 5: Conditions Precedent to Disbursement.

Section 5.1. First Disbursement. Prior to the first

diskursement under this Agreement, or to the issuance by USAID of
documentation pursuant to which such disbursement may be made,
the Grantee shall, except as the Parties may otherwise agree in
writing, furnish to USAID in satisfactory form and substance a
statement of the names and titles of the persons authorized
pursuant to Section 7.2 to act as the representatives of the
Grantee, tocether with a specimen signature of each person

specified in such statement.
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Section 5.2. Notification. USAID will promptly notify the

Grantee when USAID has determined that the conditions precedent
specified above have been met.

Section 5.3. Terminal Dates for Conditions Precedent.

The terminal date for meeting the conditions specified in
Section 5.1 is sixty (60) days from the date of this Agreement or
such later date as USAID may agree to in writing before or after
the above terminal date. If the conditions precedent in Section
5.1 have not been met by the above terminal date, USAID, at any
time, may terminate this Agreement by written notice to the

Grantee.

Article 6: Special Covenants.

Section 6.1. Payment by the Ministry of Local

Administration of Taxes, Tariff=z, Duties and other levies. To

fhe extent thaﬁ any of the funds provided under the Grant are
us2d to pay any taxes, tariffs, duties or other levies (including
social insurance) for which an exemption is provided under
Sectiqn B4 of annex 2 hereto, the.Ministfy of Local
Administration shall, unless otherwise expressly provided in
Implementation Letters, pay the same with funds other than those
provided under the Grant.

SECTION 6.2. Documentation Required for Dutv-Free

Importation of Commodities and Personal Effects. The Grantee

agrees that the Ministry of Local Administration shall provide to

the Egyptian Customs Authority letters of guarantee and any other
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documentation required for the duty-free importation of

any commodities (including Vehiéles) and personal effects for
which an exemption from taxes, tariffs, duties, or other levies
is provided under Section B4 of annex 2 hereto. £ th letters of
guarantee shall provide for payment by the Ministry of Local
Administration, with funds other than those provided under the
Grant, of all customs duties and other taxes imposed on such
commodities and such personal effects contrary to the exemptions
contained in annex 2, section B4.

SECTION 6.3. Monitoring and Evaluation. The Parties

agree to establish a monitoring and evaluation program as part of
the Agreement. Except as the Parties otherwise agree in writing,
the program will include, during the implementation of the
Agreement, and at one or more points thereafter:

fa) systematic monitoring and reporting of progress on
performance indicators during the Agreement period;

{b) formal evaluation or review of the Agreement at
criticzal points during the Agreement's implementation, using the
information provided to improve attainment of the Agreement's
objectives; and

{c) a summary of the performance indicators and

development impact achieved as a result of the Agreement.

SECTION 6.4. Ratification. The Grantee will take all

necessary action to complete all legal procedures necessary to
ratification of this Agreement and vill notify USAID as promptly

as possik'le of the fact of such ratification.



Article 7: Miscellaneous.

Section 7.1. Communicati&ns. Any notice, request,
document, or other communication submitted by either Party to the
other under this Agreement will be in writing or by telegram,
telefax or cable, and will be deemed duly given or sent when

delivered to such Party at the following address:

To the Grantse:

Ministry of Econcany and International Cooperation
Department for Economic Cooperation with the U.S.
48-50 Abdel Khalik Tharwat Street

5th Floor

Cairo, Egypt

To USAID:

USAID

106 Kasr El1 Aini Street
9th Floor

Cairo, Egypt

To the Implementing Organizations:

Ministry of Local Administration
4 Nadi El1 Seid Street

10th Floor

Dokki, Giza

Organization for the Development and
Reconstruction of EZgyptian Villages (ORDEV)
2 Nadi El Seid Street
Land Reclamation Building, West Entry
9th Floor
Dokki, Giza
All such communications will be in English, unless the
Parties otherwise agree in writing. Other addresses may be

substituted for the above upon the giving of notice.

Section 7.2. Representatives. For all purposes relevant to

this Agreement, the Grantee will be represented by the individual
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holding or acting in the 0Office of Minister of Economy and
International Cooperation and)or the Administrator of the
Department for Economic Cooperation with U.S5.A., and USAID will
be represented by the individual holding or acting in the Office
of Director, USAID, each of whom, by written notice, may
designate additional representatives for all purposes other than
signing formal amendments to the Agreement or revising the
Interim Results. The names of the representacives of the
Grantee, with specimen signatures, will be provided to USAID,
which may accept as duly autho: zed any instrument signed by such
representatives in implementation of this Agreement, until
receipt of written notice of revocation of their authority.

Section 7.3. Standard Provisions Annex. A "Standard

Provisions Annex" (Annex 2) 1is attached to and forms part of this

Agreement.

Section 7.4. Language of Agreement. This Agreement is

prepared in both English and Arabic. In the event of ambiguity
or ccnflict between the two versions, the English language
version will prevail.

Section 7.5. Effective Date. This Agreement shall enter

into force when signed by both Parties hereto.
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IN WITNESS WHEREOF, the Grantee and the United States of
America, each acting through its duly authorized representatives,

have caused this Agreement to be signed in their names and

delivered as of the day and year first above written.

ARAB REPUBLIC OF EGYPT UNITED STATES-OF AMBERICA.
BY i s e BY d ~

P

NAME :Dr. Nawal El Tatawl NAME : Edward S. Walker, Jr.

TITLE:Minister of Economy and TITLE: American Ambassador
International Cooperation

ARAB REPUBLIC OF EGYPT UNITED STATES OF AMERICA

: ’ '/"\ i
BY R BY : ) AL K;_,i:i}
NAME : Dr. Hassan Selim NAME : John R. Westley
TITLE: Administrator of the TITLE: Director,
Department for Economic USAID/Egypt

Cooperation with U.S.A.




Implementing Organizations

In acknowledgement of the foregoing Agreement, the following
representatives of the implementing organizations have subscribed

their names:

BY T sl
—_ %

NAME :Dr. Mahmoud Sherif

TITLE:Minister of Local Administration

BY : jP/A%%AA

NAME :Dr. Ibrahim Moharram

TITLE:Director, Organization for Development
and Reconstruction of Egyptian Villages (ORDEV)




Annex 1

Amplified Description

I. Introduction.

This annex describes the Participatory Rural Governance Program
(the "PRGP'") to be supported and the results to be achieved with
“he funds obligated under this Agreement (the "Technical
Assistance Agreement") and its companion program assistance
agreement (the "Program Assistance Agreement) (together "the
Agreements"). Nothing in this Annex 1 shall be construed as
amending any of the definitions or terms of the Agreements.

II. Background.

The National Program for Integrated Rural Developmencz, "Shrouk,"
is an Egyptian initiative that started its implementation during
1994/95. Shrouk offers a new approach and philosophy to the old
problems of rural development and governance. Simply put, Shrouk
relies on the fact that rural development is basically a
"popular" effort. The people are involved in all phases --
planning, financing, implementation, and follow-up and
evaluation. The government s role is to provide financial and
technical support in order to help achieve what has been shaped
by the people’'s choice. Its role is supportive and integrating
while the people’'s role is the root and essence of the process.
Shrouk is an effort to incorporate the rural pecple of Egypt more
closely into the development crocess and to ensure their full

participation.

The Shrouk program is still in its infancy. As such, it still
nas policy, institutional, and administrative issues to be
resolved. The PRGP will address these issues by providing a
combination of policy based cash transfer assistance described in
the Program Assistance Agreement and technical assistance for the
GOE entity responsible for implementing the Shrouk program, the
Ministry of Local Administration's (MLA) Organization for the
Development and Reconstruction or Zgypt:.an Villages (ORDEV),
described in this Agreement.

III. Funding.

The financial plan for the RGP .s set forth in Attachment 1.
IV. Result To Be Achieved.

The Result ;ouqht by this Technical Assistance Agreement and the
Program Assistance Agreement 1s incremental devolution of

authorities to the local level. This Result contributes to
increased 7Tivil Society participation in public decision making.

JO



v. Indicators.

Accomplishment of the Result will be measured by achievement of
the following indicators by September 30, 1998:

Indicator 1) Procedures adopted ensuring a) Shrouk Committees
control GOE funds; ) Shrouk Committees control sub-accounts; and
c) majority of Shrouk Committee members approve expenditures.
Target 1998: ¥Yes for all three.

Indicator 2) Percentage of Local Unit plans, for which 0&M
considerations are appropriate, that include and are meeting
commitments to cover 0&M needs.

Target 1998: 80%

VvI. Activities.

PRGP technical assistance will consist c¢:i two principal types:
1) assistance to ORDEV, Shrouk's Technical Secretariat, to assist
in analyzing and implementing policy and institutional reform and
2) assistance to USAID to help it monitor, verify and evaluate

(MVE) the impact of the policy reform process and achievement of
benchmarks.

Shrouk needs, especially for its rapid expansion stage,
efficient, professional, and continuous technical support. This
support will be provided to Shrouk through a Technical Assistance
Secretariat (TAS), attached to the ORDEV Chairman. The TAS will
have the objective of assisting ORDEV in both the implementation
and policy planning of Shrouk. All TAS nembers who assist in
research ind policy planning will also be involved in
implementation matters in order to keep themselves fully informed
on the operational underpinnings of Shrouk.

PRGP w_.l provide expatriate technical assistance to interface
orimarily with the senior TAS members, corresponding to action
research categorized in three general areas: fiscal,

organize :lonal and development, and local participation. Under
the direction of the Chairman of ORDEV, TAS members will assist
the GOE in accomplishing the PRGP policy reform measures and
directing the implementaticn of Shrouk. These functions will
include developing in-house capability for monitoring of Shrouk
implewnentazion performance as well as PRGP program performance.

USAID reguires help in [VE to: 1) assure that policy and
institutional change benchmarks are verifiable; 2) monitor and
verify the achlevement of progress towards meeting PRGP
penchmarks: 3) on the basis of its verification effort regarding
benchnark achievement, reccommend 2o USAID whether or not further
tranche disbursements should be made; and 4) evaluate and
document the impact of the PRGP program (including actual sub-
activity penefits and institutional accomplishments).



VII. Roles and Responsibilities of the Parties.

The Ministry of Economy and Intsrnacticnal Cooperation (MEIC) will
pe the overall Representactive of che Grantsee for the PRGP. The
Ministry of Local Adminisctracion ‘MLA; and the Chairman of the
Organizaticn for the Tavelopment and Xeccnstruction of Egyptian
Yillages ORDEV) will 2Ze the addicional Reprssentatives of the
GOE. CRDEV is responsible ZIor Zormulacion, cversight and
mplamentation of future vrogram vollicy and iastitutional
changes, as well as Icr svaluation, ICsllow-up ana inter-
institutional ccordination CRDEV will pe che rsgular
counterpart to USAID Zor the PRGP

USAID will be responsipble Zcor cverall moniccring of the
activities on behalf ¢f the U.3. gcvarnmentc.

VIII.Monitoring and Zvaluation.

USAIZ will pe assisted in its functicns by cthe Monitoring,
Verification, and Evaluation concraccor



illustrative Financial Plan

Attachment 1

Element

FY 96

FY 97

Total

USAID: Cash Transter
(K635)

Project Assistance
(0251)

~ Technical uassistance
- Audit

$10, 000,000

S, 000,000

($3,900,000)
($100,000)

$20,000,000

$1,000,000

($1,000,000)

$30,000,000

$5,000,000

($4,900,000)
($100,000)

GOE Counterpart

LEGY, 000,000

LE81,000, 000

LE150,000,000%

* FEquivalent to $44,117,647 at the Exchange Rate o

f U.S. $1 = L.E.
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Article A: Definitions and Implementation Letters.

Section A.1. Definitions. As used in this Annex, the
"Agreement" refers to the Results Package 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.

Section A.2. Implementation Letters. To assist the Grantee
in the implementation of the Agreement, USAID, from time to time,
will issue Implementation Letters that will furnish additional
information about matters stated in this Agreement. The Parties
may also issue jointly agreed-upon Implementation Letters to
confirm and record their mutual understanding on aspects of the
implementation of this Agreement. Implementation Letters can
also be issued to record revisions or exceptions which are
permitted by the Agreement.

Article B: General Covenants.

Section B.1l. Consultation. The Parties will cooperate to
assure that the Results and Intermediate Results of this
Agreement will be accomplished. To this end, the Parties, at the
request of either, will exchange views on progress towards the
Results 2nd Intermediate Results, the performance of obligations
under th. Agreement, the performance of any consultants,
contractors, or suppliers engaged under the Agreement, and other
matters relating to the Agreement.

Section B.2. Execution of Agreement. The Grantee will:

(a) Carry out the Agreement or cause .t 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 USAID pursuant to this Agreement; and

(b) Provide qualified and experienced management for, and
train sucn staff as may be appropriate for the maintenance and
operation of activities financed under the Agreement, and, as
applicable for continuing activities, cause those activities to
be operated and maintained in such manner as to assure the
continuing and successful achievement of the Results and
Intermediate Results of the Agreement.

Section B.3. Utilization of Goods and Services.

(a) Any goods and services firanced under this Agreement,
unless cotherwise agreed in “riting oy USAID, will be devoted to
the Agreement until the comgletion or termination of the
Agreement, and thereafter (as well as during any period of
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suspension of the Agreement) will be used to further the
objectives sought in carrying out the Agreement and as USAID may
direct in Implementation Letters.

(b) Goods or services financed under this Agreement, except
as USAID may c~herwise agree 1in writing, will not be used to
promote or ass.:st a foreign aid project or activity associated
with or financed by a country not included in USAID Geographic
Code 935 as in effect at the time of such use.

Section B.4. Taxation.

(a) General Exemption. The Agreement and the assistance
thereunder are free from any taxes imposed under laws in effect
in the territory of the Grantee.

(b) Except as provided otherwise in this provision, the
General Exemption in subsection (a) applies to, but is not
limited to (1) any activity, contract, grant or other
implementing agreement financed by USAID under this Agreement;
(2) any transaction or supplies, equipment (including vehicles),
materials, property or other goods (hereinafter collectively
"goods") under (1) above; (3) any contractor, grantee, or other
organization carrying out activities financed by USAID under this
Agreement; (4) any employee of such organizations; and (5) any
individual contractor or grantee carrying out activities financed
by USAID under this Agreement.

(c) Except as provided otherwise in this provision, the
General Exemption in subsection (a) applies to, but is not
limited to, the following taxes:

(1) Exemption 1. Customs duties, tariffs, import
taxes, or other levies on the importation, use, re-
exportation, and/or disposition of goods or the personal
belongings and effects (including personally-owned
automobiles) for the personal use of non-national
individuals or their family members.

(2) Exemption 2. Taxes on the income, profits or
property of all (i) non-national organizations of any type,
(i1) non-national employees of national and non-national
organizations, or (iii) non-national individual contractors
and grantees. Exemption 2 includes income and social
insurance taxes and levies of all types and all taxes on the
property, personal or real, owned by such non-national
organizations or persons. The term "national" refers to
organizations established under the laws of the Grantee and
citizens of the Grantee, other than permanent resident
aliens in the United States.

(3) Exemption 3. Taxes levied on the last transaction
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for the purchase of goods or services financed by USAID
under this Agreement, including sales taxes, value-added
taxes (VAT), or taxes on purchases or rentals of real or
personal property. The term '"last transaction" refers to
the last transaction by which the goods or services were
purchased for use in the activities financed by USAID under
this Agreement.

(d) If a tax has been levied and paid contrary to the
provis: sns of an exemption, USAID may, 1in its discretion, (1)
require the Gran*aee shall refund to USAID or to others as USAID
may direct the ar .unt of such tax with funds other than those
provided under the Agreement, or (2) offset the amount of such
tax from amounts to be disbursed under this or any other
agreement between the Parties.

(e} In the event of a disagreement about the application of
an exemption, the Parties agree to promptly meet and resolve such
matters, guided by the principle that the assistance furnished by
USAID is free from direct taxation, so that all of the assistance
furnished by USAID will contribute directly to the economic
development of the country of the Grantee.

Section B.5. Reports, Accounting Records, Audits, and
Inspections.

(a) The Grantee shall furnish USAID such information and
reports relating to the Agreement as USAID may reasonably
recest.

(b)Y The Grantee shall maintain accounting books, records,
documents and other evidence relating to the Agreement, adequate
to show, without limitation, all costs incurred under the
Agresment, the receipt and use of goods and services acquired
under the Agreement, agreed-upon cost sharing requirements, the
nature and extent of solicitations of prospective suppliers of
gocds and services acquired, the basis of award of contracts and
orders, and the overall progress of the Agreement toward
completion ("Agreement books and records"). At the Grantee's
opticon, with approval by USAID, Agreement books and records shall
be mairtained in accordance with one of the following met.:ods:
(1) gen=rally accepted accounting principles prevailing in the
United States, (2) generally accepted accounting principles
prevailing in the country of the Grantee, (3) accounting
principles prescribed by the International Accounting Standards
Committee (an affiliate of the International Federation of
Accountants), or (4) such other accounting principles as the
Parties may agree to in writing. Agreement books and records
shall be maintained for at least three years after the date of
last disbursement by USAID or for such longer period, if any,
required to resolve any litigation, claims or audit findings.
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(c) TIf $250,000 or more is disbursed directly to the
Grantee 1n any one calendar year under the Agreement, 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 Agreement 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 USAID
Inspector General ("Guidelines"), and the audits shall be
performed in accordance with the "Guidelines."

(2) An audit of the funds provided under the Agreement
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 Agreement 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 USAID
within 30 days after completion of each audit arranged for by the
Grantee in accordance with this Section. The USAID Inspector
General will review each report to determine whether it complies
with the audit requirements of this Agreement. Subject to USAID
approval, costs of audits performed in accordance with the terms
of this Section may be charged to the Agreement. In cases of
continued inability or unwillingness to have an audit performed
in accordance with the teras of this Secticn, USAID will consider
appropriate measures which include suspension of all or a portion
of disbursements until the audit is satisfactorily completed or
USAID performs its own audit.

(e) The Grantee shall submit to USAID, in form and
substance satisfactory to USAID, a plan by which the Grantee will
ensure that funds made avallable <o subrecipients that receive
$100,000 or more in any one calenaar year under the Agreement 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 subrecipient to which
this Section applies. Such audit responsibilities with respect
to subrecipients may be satisfied by relying on independent
audits of the subrecipients 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 subrecipients' accounts, or by a
combination of these procedures. The plan should identify the
funds made available to subrecipients that will be covered by
audits conducted in accordance with other audit provisions that



- 5 =

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 direct contract with USAID is
audited by the cognizant U.S. Government Agency; a private
voluntary organization organized cutside the United States with a
direct grant from USAID is required to arrange for its own
audits; and a host-country contractor should be audited by the
cognizant Grantee contracting agency). The Grantee shall ensure
that appropriate corrective actions are taken on the
recommendations contained in the subrecipients' audit reports;
consider whether subrecipients' audits necessitate adjustment of
its own records; and require each subrecipient to permit
independent auditors to have access to records and financial
statements as necessary.

(f) USAID may, at its discretion, perform the audits
required under this Agreement on behalf of the Grantee by
utilizing funds under the Agreement or other resources available
to USAID for this purpose. The Grantee shall afford authorized
representatives of USAID the opportunity at all reasonable times
to audit or inspect -ctivities financed under the Agreement, the
utilization of goods and services financed by USAID, and books,
records and other documents relating to the Agreement.

Section B.6. Completeness of Information. The Grantee
confirms:

(a) that the facts and circumstances of which it has
informed USAID, or caused USAID to be informed, in the course of
reaching agreement with USAID on the Agreement, are accurate and
complete, and include all facts and circumstances that might
mat=-1lally affect the Agreement and the discharge of
res - nsibilities under this Agreement; and

tb) that it will inform USAID in timely fashion of any
subsequent facts and circumstances that might materially affect,
or that 1t is reasonable to believe might so affect, the
s.greement or the discharge of responsibilities under this
Agreement.

Section B.7. Other Pavments. 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 Agreement, 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 Agreement as a program to which
the United States has contributed, identify Agreement activity
sites, and mark goods financed by USAID, as described in
Implementation Letters.
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Section B.9. Inmpact on Jobs in the United States.

(a) No funds or other support provided hereunder may be
used in an activity reasonably likely to involve the relocation
or expansion outside of the United States of an enterprise
located in the United States if non-U.S. production in such
relocation or expansion replaces some or all of the production
of, and reduces the number of employees at, said enterprise in

the United States.

(b) No funds or other support provided hereunder may be
used in an activity the purpose of which is the establishment or
development in a foreign country of any export processing zone
or designated area where the labor, environmental, tax, tariff,
and safety laws of the country would not apply, without the prior
written approval of USAID.

(c) No funds or other support provided hereunder may be
used in an activity which contributes to the violation of
internationally recognized rights of workers in the recipient
country, including those in any designated zone or area in that
country.

Article C: Procurement Provisions.

Section C.1. Source and Origin.

C.1l. Source and Origin.

(a) Foreign Exchange Costs. Disbursements for Foreign
Exchange Costs will be used exclusively to finance the costs of
goods and services required for the Agreement having, with
respect to goods, their source and origin and, with respect to
the suppliers of goods and services, their nationality, in the
United States (USAID Geographic Cods 000), except as USAID may
otherwise agree in writing.

(b) Local Currency Costs. Disbursements for Local Currency
Costs will be used exclusively to finance the costs of goods and
services required for the Agreement which meet the requirements
of USAID's local procurement policy which will be provided in an
Implementation Letter.

(c) 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.

(d) Provisions concerning restricted and ineligible goods
and services may be provided in an Implementation Letter.

(e) Transportation by air financed under this agreement, of
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property or persons, will be on carriers holding United States
certification, to the extent service by such carriers is
available under the Fly America Act. This requirement may be
further described by USAID in Implementation Letters.

Section C.2. Eligibility Date. No goods or services may be
financed under the Agreement which are procured pursuant to
orders or 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 USAID upon preparation:

(1) any plans, specifications, procurement or
construction schedules, contracts, or other documentation
between the Grantee and third parties, relating to goods or
services to be financed under the ‘greement, including
documentation relating to the pr .alification and selection
of contractors and to the solicitation of bids and
proposals. Material modifications in such documentation
will likewise be furnished USAID on preparation; and

(2) such documentation will also be furnished to USAID,
upon preparation, relating :-o any goods or services, which,
though not financed under the Agreement, are deemed by USAID
to be of major importance to the Agreement. Aspects of the
Agreement involving matters under this subsection (a) (2)
will be identified in Inplementation Letters.

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

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

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

Section C.4. Reasonable Price. No more than reasonable
prices will be paid for any goods or services financed, in whole
or in part, under the Agreement. Such items will be procured on
a fair and, to the maximum extent practicable, competitive basis.

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 Agreement, the Grantee will furnish USAID such information
with regard thereto, and at such times, as USAID may request in
Implementation Letters.

'Section C.6. Transportation.

(a) In addition to the requirements in Section C.1(a),
costs of ocean or ailr transportation and related delivery
services may not be financed under the Grant, if the costs are
for transportation under an ocean vessel or air charter which has
not received prior USAID approval.

(b) Unless USAID determines that privately owned United
States-flag commercial ocean vessels are not available at fair
and reasonable rates for such vessels, or otherwise agrees in
writing:

(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 USAID 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 USAID 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 subsection 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 USAID 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 insurance is placed at the most advantageous
competitive rate;

7.2~
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(2) such insurance is placed in a country which is
authorized under Section C.1l(a); and

(3) claims thereunder are payable in U.S. dollars or
any freely convertible currency unless USAID agrees
otherwise in writing.

If the Grantee (or government of the Grantee), by statute,
decree, rule, regulation, or practice discriminates with respect
to USAID-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 USAID hereunder shall be insured against marine risks
and such insurance shall be placed in the United States with a
company or companies authorized to do marine insurance business
in the United States.

(b) Except as USAID may otherwise agree in writing, the
Grantee will insure, or cause to be insured, goods financed under
the Agreement imported for the Agreement against risks incident
to their transit to the point of their use under the Agreement;
such insurance will be issued on terms and conditions consistent
with sound commercial practice and will insure the full value of
the goods. Any indemnification received by the Grantee under
such insurance will be used to replace or repa.:s 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 replacement will be of source and origin of
countries listed in USAID 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
Grantze agrees that wherever practicable United States
Govaernment-owned excess personal property, in lieu of new items
financed under the Grant, should be utilized. Funds under the
Agreement may be used to finance the costs of obtaining such
property.

Article D Disbursements.

Section D.1. Disbursement “or Foreign Exchange Costs.

(a) After satisfaction of conditions precedent, if any, the
Grantee may obtain disbursements of funds under the Agreement for
the rfecreign Exchange Costs of goods or services required for the
Agreement in accordance with its terms, by such of the following
methods as may be mutually agreed upon:

(1) by submitting to USAID, with necessary supporting
documentation as prescribed in Impleme tation Letters, (A)
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requests for reimbursement for such goods or services, or,
(B) requests for USAID to procure commodities or services in
Grantee's behalf for the Agreement; or,

(2) by requesting USAID to issue Letters of Commitment
for specified amounts directly to one or more contractors or
suppliers, committing USAID to pay such contractors or
suppliers for such goods or services.

(b) Banking charges incurred by the Grantee in connection
with Letters of Commitment will be financed under the Agreement
unless the Grantee instructs USAID to the contrary. Such other
charges as the Parties may agree to may also be financed under
the Agreement.

Section D.2. Disbursement for Local Currency Costs.

(a) After satisfaction of conditions precedent, if any, the
Grantee may obtain disbursements of funds under the Agreement for
Local Currency Costs required for the Agreement in accordance
with terms of this Agreement, by submitting to USAID, with
necessary supporting documentation as prescribed in
Implementation Letters, requests to finance such costs.

(b) The local currency needed for such disbursements may be
purchased by USAID with U.S. Dollars. The U.S. Dollar equivalent
of the local currency made available hereunder will be the amount
of U.S. Dollars required by USAID to obtain the local currency.

Section D.3. Other Forms of Disbursement. Disbursements
may also be made through such other means as the Parties may
agree to in writing.

Section D.4. Rate of Exchange. If funds provided under
the Agreement are introduced into the Cooperating Country by
USAID or any public or private agehcy for purposes of carrying
out obligations of USAID hereunder, the Grantee will make such
arrangements as may be necessary so that such funds may be
converted into local currency at the highest rate of exchange
which, at the time *he conversion is made, is not unlawful in the
country of the Grantee to any person for any purpose.

Article E: Termination; Remedies.

Section E.1. Suspension and Termination.

(a) Either Party may terminate this Agreement in its
entirety by giving the other Party 30 days written notice. USAID
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, USAID
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 of this Agreement, (ii) an event occurs that USAID
determines makes it improbable that the Objective or Results of
the Agreement 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 or use of funds in the
manner herein contemplated would be in violation of the
legislation governing USAID, whether now or hereafter in effect.

(b) 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 this entire Agreement or part thereof will
suspend (for the period of the suspension) or terminate, as
applicable, any obligation of the Parties -5 provide financial or
other resources to the Agreement, or to the suspended or
terminated portion of the Agreement, as applicable. Any portion
of this Agreement which is not suspended or terminated shall
remain in full force and effect.

(c) In addition, upon such full or partial suspension or
termination, TSAID may, at USAID's expense, direct that title to
goods financed under the Agreement, or under the applicable
portion of the Agreement, be transferred to USAID if the goods
are in a deliverable state.

Section E.2. Refunds.

(a) In the case of any disbursement ~"hich is not supported
Jy valid documentation in accordance with :nis Agreement, or
which 1s not made or used in accordance with this Agreement, or
which was for goods or services not used in accordance with this
Agreement, USAID, notwithstanding the availability or exercise of
any »ther rsmedies under this Agreement, may require the Grantee
to rerund the amount of such disbursement in U.S. Dollars to
USAIL 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 or supported under the Agreement are not used
effectively in accordance with this Agreement, USAID may require
the Grantee te refund all or any part ~f the amount of the
disbursements under this Agreement for .r in connection with such
goods or services in U.S. Dollars to USAID within sixty (60) days
after receipt of a -zquest therefor.

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

(d) (1) Any refunds under subsections (a) or (b), or (2)

W/>
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any refund to USAID from a contractor, supplier, bank or other
third party with respect to goods or services financed under the
Agreement, 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 Agreement,
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 funds disbursed by
USAID to the Grantee under this Agreement prior to the authorized
use of such funds for the Agreement will be returned to USAID in
U.S. Dollars by the Grantee, unless USAID otherwise agrees in

writing.

Section E.2. 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 E.4. Assignment. The Grantee agrees, upon request,
to execute an assignment to USAID 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 which USAID financed in whole or
in part out of funds granted by USAID under this Agreement.
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