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Agroenterpr i se  Technology Systems Pro jec t  

A.I.D. P r o j e c t  No. 367-0160 

Pro jec t  Grant Aqreement 

Dated: SEP 2 4 1S3J 

Between 

H i s  Majes ty ' s  Government of Nepal ( h e r e i n a f t e r  r e fe r r ed  t o  a s  
" H M G / N n  ) ; 

And 

The United S t a t e s  of America, a c t i n g  through the  Agency for  
I n t e r n a t i o n a l  Development ( h e r e i n a f t e r  r e f e r r e d  t o  a s  " A . 1  . D . " ) .  

A r t i c l e  1: The Agreement 

The purpose of t h i s  Agreement i s  t o  s e t  out the  understandings 
of t h e  p a r t i e s  named above ( " P a r t i e s " )  w i t h  respec t  t o  the  
undertaking by H M G / N  of the  Pro jec t  descr ibed  below, and w i t h  
r e spec t  t o  t h e  f inanc ing  of the  P ro jec t  by t h e  P a r t i e s .  

A r t i c l e  The P r o j e c t  

SECTION 2 . 1 .  Def in i t ion  of P ro jec t .  The P r o j e c t ,  which i s  
f u r t h e r  desc r ibed  i n  Annex 1, w i l l  s t rengthen  t h e  ro l e  of the  
p r i v a t e  s e c t o r  i n  expanding markets f o r  Nepali farmer produce and 
a c c e l e r a t e  s e l e c t i o n  and adoption of product ion inc reas ing  
t echno log ies  and value-added s e r v i c e s  s u i t e d  t o  the  needs of Nepal's 
farmers ,  a g r o e n t e r p r i s e s  and market o p p o r t u n i t i e s .  The Project  w i l l  
provide a s s i  s tance  t o  both p r i v a t e  and p u b l i c  sec tor  i n s t i t u t i o n s ,  
i n  t h e  form of t e c h n i c a l  a s s i s t a n c e ,  t r a i n i n g  and commodity inpu t s  
and l o c a l  support  c o s t s .  Annex 1, a t t a c h e d ,  a m p l i f i e s  the  above 
d e f i n i t i o n  of t h e  P ro jec t .  Within t h e  l i m i t s  of the  above 
d e f i n i t i o n  of the  P ro jec t ,  elements of t h e  amplif ied descr ip t ion  
s t a t e d  i n  Annex 1 may be changed by w r i t t e n  agreement of the  
au thor i zed  r e p r e s e n t a t i v e s  of the  P a r t i e s  named i n  Sect ion 8.3, 
without formal amendment of t h i s  Agreement. 

SECTION 2 . 2 .  Incremental Nature of P r o j e c t  

( a )  A . I . D . ' s  con t r ibu t ion  t o  t h e  P r o j e c t  w i l l  be provided i n  
increments ,  t h e  i n i t i a l  one being made a v a i l a b l e  i n  accordance w i t h  
Sec t ion  3.1 of t h i s  Agreement. Subsequent increments w i l l  be 
s u b j e c t  t o  a v a i l a b i l i t y  of f u n d s  t o  A . I . D .  f o r  t h i s  purpose, and t o  
t h e  mutual agreement of t he  P a r t i e s ,  a t  t h e  time of a  subsequent 
increment,  t o  proceed. 
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( b )  W i t h i n  t h e  o v e r a l l  P r o j e c t  A s s i s t a n c e  C o m p l e t i o n  D a t e  
s t a t e d  i n  t h i s  A g r e e m e n t ,  A . 1  . D . ,  b a s e d  upon c o n s u l t a t i o n  w i t h  
H M G / N ,  may s p e c i f y  i n  P r o j e c t  I m p l e m e n t a t i o n  Le t te rs  ( P I L s )  
a p p r o p r i a t e  time p e r i o d s  f o r  t h e  u t i l i z a t i o n  o f  f u n d s  g r a n t e d  by 
A . 1  . D .  u n d e r  a n  i n d i v i d u a l  i n c r e m e n t  of  a s s i s t a n c e .  

Ar t ic le  3: F i n a n c i n g  

SECTION 3 . 1 .  T h e  G r a n t .  T o  a s s i s t  HMG/N t o  meet t h e  c o s t s  o f  
c a r r y i n g  o u t  t h e  P r o j e c t ,  A . I . D .  p l a n s  t o  p r o v i d e  T w e l v e  M i l l i o n  
U n i t e d  S t a t e s  ( U . S . )  D o l l a r s  ( $ 1 2 , 0 0 0 , 0 0 0 )  o v e r  t h e  l i f e  o f  t h e  
p r o j e c t  s u b j e c t  t o  t h e  a v a i l a b i l i t y  o f  f u n d s  t o  A . I . D .  f o r  t h i s  
p u r p o s e  a n d  t o  t h e  m u t u a l  a g r e e m e n t  o f  t h e  P a r t i e s  t o  p r o c e e d  a t  t h e  
time o f  e a c h  i n c r e m e n t .  A s  t h e  f i r s t  i n c r e m e n t  u n d e r  t h e  terms o f  
t h i s  A g r e e m e n t ,  A . 1  . D . ,  p u r s u a n t  t o  t h e  F o r e i g n  A s s i s t a n c e  A c t  o f  
1 9 6 1 ,  a s  amended ,  a g r e e s  t o  g r a n t  HMG/N a n  a m o u n t  n o t  t o  e x c e e d  One 
M i l l i o n  U.S. D o l l a r s  ( $ 1 , 0 0 0 , 0 0 0 )  ( " G r a n t n ) .  T h e  G r a n t  may be u s e d  
t o  f i n a n c e  f o r e i g n  e x c h a n g e  c o s t s ,  a s  d e f i n e d  i n  S e c t i o n  6 . 1 ,  a n d  
l o c a l  c u r r e n c y  c o s t  sf  a s  d e f i n e d  i n  S e c t i o n  6 . 2 ,  o f  g o o d s  a n d  
s e r v i c e s  r e q u i r e d  f o r  t h e  P r o j e c t .  

SECTION 3 . 2 .  HMG/N R e s o u r c e s  f o r  t h e  P r o j e c t  

( a )  HMG/N a g r e e s  t o  p r o v i d e  o r  c a u s e  t o  be p r o v i d e d  f o r  t h e  
P r o j e c t  a l l  f u n d s ,  i n  a d d i t i o n  t o  t h e  G r a n t ,  a n d  a l l  o t h e r  r e s o u r c e s  
r e q u i r e d  t o  c a r r y  o u t  t h e  P r o j e c t  e f f e c t i v e l y  a n d  i n  a t i m e l y  m a n n e r .  

( b )  The r e s o u r c e s  p r o v i d e d  b y  HMG/N o v e r  t h e  l i f e  o f  t h e  
P r o j e c t  w i l l  h e  n o t  l e ss  t h a n  E i g h t y - S e v e n  M i l l i o n  S i x - H u n d r e d  
T h o u s a n d  N e p a l i  R u p e e s  ( N R s . 8 7 , 6 0 0 , 0 0 0 ) ,  t h e  e q u i v a l e n t  o f  
a p p r o x i m a t e l y  T h r e e  M i l l i o n  U.S. D o l l a r s  ( $ 3 , 0 0 0 , 0 0 0 ) ,  i n c l u d i n g  
c o s t s  b o r n e  o n  a n  " i n - k i n d n  bas i s .  I n  a d d i t i o n ,  i t  i s  a n t i c i p a t e d  
t h a t  a p p r o x i m a t e l y  T w e n t y - N i n e  M i l l i o n  Two-Hundred T h o u s a n d  N e p a l i  
Rupees ( N R s .  2 9 , 2 0 0 , 0 0 0 ) ,  t h e  e q u i v a l e n t  o f  a p p r o x i m a t e l y  One 
M i l l i o n  U.S. D o l l a r s  ( $ 1 , 0 0 0 , 0 0 0 ) ,  i n c l u d i n g  c o s t s  b o r n e  o n  a n  
" i n - k i n d n  b a s i s ,  w i l l  be p r o v i d e d  t o  t h e  P r o j e c t  f r o m  p r i v a t e  
r e s o u r c e s .  T o g e t h e r  t h e s e  c o n t r i b u t i o n s  e q u a l  m o r e  t h a n  t w e n t y - f  i v e  
p e r c e n t  o f  t o t a l  p r o j e c t  c o s t s .  

A s  a f i r s t  i n c r e m e n t ,  HMG/N a g r e e s  t o  p r o v i d e  One M i l l i o n  E i g h t  
H u n d r e d  T h o u s a n d  N e p a l i  R u p e e s  ( N R s .  1 , 8 0 0 , 0 0 0 ) ,  t h e  e q u i v a l e n t  o f  
a p p r o x i m a t e l y  S i x t y  Two T h o u s a n d  U . S .  D o l l a r s  ( $ 6 2 , 0 0 0 )  t o  c a r r y  o u t  
t h e  P r o j e c t .  

SECTION P r o j e c t  A s s i s t a n c e  C o m p l e t i o n  Date 

( a )  The  " P r o j e c t  A s s i s t a n c e  C o m p l e t i o n  Datew (PACD), w h i c h  i s  
S e p t e m b e r  3 0 ,  1 9 9 6 ,  o r  s u c h  o t h e r  d a t e  a s  t h e  P a r t i e s  may a g r e e  t o  
i n  w r i t i n g ,  i s  t h e  d a t e  b y  w h i c h  t h e  P a r t i e s  est imate t h a t  a l l  
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s e r v i c e s  f i n a n c e d  u n d e r  t h e  G r a n t  w i l l  h a v e  been p e r f o r m e d  a n d  a l l  
g o o d s  f i n a n c e d  u n d e r  t h e  G r a n t  w i l l  h a v e  b e e n  f u r n i s h e d  f o r  t h e  
P r o j e c t  a s  c o n t e m p l a t e d  i n  t h i s  Agreement .  

( 5 )  E x c e p t  a s  A . I . D .  may o t h e r w i s e  a g r e e  i n  w r i t i n g ,  A . I . D .  
w i l l  n o t  i s s u e  o r  a p p r o v e  d o c u m e n t a t i o n  which  would a u t h o r i z e  
d i s b u r s e m e n t  o f  t h e  G r a n t  f o r  s e r v i c e s  p e r f o r m e d  s u b s e q u e n t  t o  t h e  
PACD o r  f o r  g o o d s  f u r n i s h e d  f o r  t h e  p r o j e c t ,  a s  c o n t e m p l a t e d  i n  t h i s  
Agreement ,  s u b s e q u e n t  t o  t h e  PACD. 

( c )  R e q u e s t s  f o r  d i s b u r s e m e n t ,  a c c o m p a n i e d  by n e c e s s a r y  
s u p p o r t i n g  d o c u m e n t a t i o n  p r e s c r i b e d  i n  P r o j e c t  I m p l e m e n t a t i o n  
Le t t e r s  a r e  t o  be  r e c e i v e d  by A . I . D .  o r  a n y  bank d e s c r i b e d  i n  
S e c t i o n  7 . 1  n o  l a t e r  t h a n  n i n e  ( 9 )  m o n t h s  f o l l o w i n g  t h e  PACD, o r  
such  o t h e r  p e r i o d  a s  A . I . D .  a g r e e s  t o  i n  w r i t i n g .  Af te r  s u c h  
p e r i o d ,  A . I . D . ,  g i v i n g  n o t i c e  i n  w r i t i n g  t o  HMG/N,  may a t  a n y  time 
o r  times r e d u c e  t h e  amount of  t h e  G r a n t  by a l l  o r  a n y  p a r t  t h e r e o f  
f o r  w h i c h  reqlrest s f o r  d i s b u r s e m e n t ,  a c c o m p a n i e d  by n e c e s s a r y  
s u p p o r t i n g  d o c u m e n t a t i o n  p r e s c r i b e d  i n  P r o j e c t  I m p l e m e n t a t i o n  
Le t t e r s ,  were n o t  r e c e i v e d  b e f o r e  t h e  e x p i r a t i o n  o f  s a i d  p e r i o d .  

Ar t i c le  4 :  C o n d i t i o n s  P r e c e d e n t  t o  D i s b u r s e m e n t  

SECTION 4 .1 .  F i r s t  D i s b u r s e m e n t .  P r i o r  t o  t h e  f i r s t  
d i s b u r s e m e n t  u n d e r  t h e  G r a n t ,  o r  t o  t h e  i s s u a n c e  by A . I . D .  o f  
d o c u m e n t a t i o n  p u r s u a n t  t o  which  d i s b u r s e m e n t  w i l l  be made, HMG/N 
w i l l ,  e x c e p t  a s  t h e  P a r t i e s  may o t h e r w i s e  a g r e e  i n  w r i t i n g ,  f u r n i s h  
t o  A . I . D .  i n  f o r m  a n d  s u b s t a n c e  s a t i s f a c t o r y  t o  A . I . D . :  

( a )  A s t a t e m e n t  o f  t h e  name( s )  of  t h e  p e r s o n (  s) h o l d i n g  o r  
a c t i n g  i n  t h e  o f f i c e  o f  HMG/N s p e c i f i e d  i n  S e c t i o n  8.2., a n d  o f  a n y  
a d d i t i o n a l  r e p r e s e n t a t i v e s ,  t o g e t h e r  w i t h  a  spec imen  s i g n a t u r e  o f  
each p e r s o n  spec i f ied  i n  s u c h  s t a t e m e n t ;  

( b )  E v i d e n c e  t h a t  HMG/N h a s  a p p o i n t e d :  ( i )  a  q u a l i f i e d  P r o j e c t  
C o o r d i n a t o r  f o r  p u r p o s e s  o f  o v e r a l l  p r o j e c t  i m p l e m e n t a t i o n  a n d  
c o o r d i n a t i o n  among p r o j e c t  c o m p o n e n t s  a n d  ( i i )  a n  E x e c u t i v e  D i r e c t o r  
f o r  t h e  N a t i o n a l  A g r i c u l t u r e  R e s e a r c h  C e n t e r  ( N A R C ) .  

SECTION 4.2  A d d i t i o n a l  D i s b u r s e m e n t s .  

( a )  F o r  t h e  A g r o e n t e n t e r p r i  se Component : P r i o r  t o  d i s b u r s e m e n t  
u n d e r  t h e  G r a n t ,  o r  t o  i s s u a n c e  by  A . 1  .D.  o f  d o c u m e n t a t i o n  p u r s u a n t  
t o  w h i c h  d i s b u r s e m e n t  w i l l  be  made, f o r  t h e  A g r o e n t e r p r i s e  
Component,  t h e  F e d e r a t i o n  o f  Nepalese Chambers  o f  Commerce a n d  
I n d u s t r y  (FNcCI)  w i l l ,  e x c e p t  a s  A . I . D .  may o t h e r w i s e  a g r e e  i n  
w r i t i n g ,  f u r n i s h  t o  A.I.D. i n  f o r m  a n d  s u b s t a n c e  s a t i s f a c t o r y  t o  
A . 1  . D . ,  e v i d e n c e  t h a t  a n  A g r o e n t e r p r i  se Commit tee  h a s  been  fo rmed  
a n d  t h a t  a d e q u a t e  o f f i c e  s p a c e  a n d  s u p p o r t  s t a f f  a r e  a v a i l a b l e  f o r  
t h e  o p e r a t i o n  o f  t h e  A g r o e n t e r p r i s e  C e n t e r .  
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( b )  For the  NARC Component: P r i o r  t o  disbursement under 
t h e  Gran t ,  o r  t o  issuance of documentation pursuant t o  which 
disbursement w i l l  be made, f o r  t h e  Nat ional  Agr icu l tu re  
Research Center ( N A R C )  Component, t h e  HMG/N w i l l ,  except  a s  
A . I . D .  may otherwise agree  i n  w r i t i n g ,  f u r n i s h  t o  A . I . D .  i n  
form and substance s a t i s f a c t o r y  t o  A . 1  .D. evidence t h a t :  

( i )  t h e  planned conversion of NARC temporary p o s i t i o n s  t o  
permanent p o s i t i o n s  i s  being implemented and 

( i i )  t h e  National  Agr i cu l tu re  Research Coordination 
Committee (NARCC)  has  approved new r u l e s  and procedures  
governing opera t ion  and a c c o u n t a b i l i t y  of t h e  NARC. A t  a  
m i n i m u m ,  t he se  r u l e s  and procedures  w i l l  a u t h o r i z e  NARC t o :  

- a .  implement a  research  p lanning  system based on 
mult i-year o b j e c t i v e s  r e f l e c t i n g  na t iona l  p r i o r i t i e s ,  
and t h e  needs and p r i o r i t i e s  of farmers  and 
a g r o e n t e r p r i s e s  i n  s t a t i o n  command a r e a s ;  

- 5 .  ca r ry  out  lumpsum budgeting based on mult i-year 
program budgets a t  t h e  a c t i v i t y ,  s t a t i o n  and c e n t r a l  
program/office l e v e l s ,  and t h e  a p p r o p r i a t e  i n t e r n a l  
f i n a n c i a l  management and account ing  system; 

- c.  e s t a b l i s h  and manage a  personnel  system which 
pe rmi t s  f l e x i b l e  s t a f f i n g  con f igu ra t ions ,  v e r t i c a l  
promotions, assignment and t r a n s f e r  a u t h o r i t y ,  d i r e c t  
recrui tment  and p o s i t i o n  c r e a t i o n / c a n c e l l a t i o n /  
r e d e f i n i t i o n  wi thin  c e i l i n g s  approved by t h e  NARCC; 

- d .  r e s t r u c t u r e  s a l a r y  s c a l e s  and l e v e l s ,  i n c r e a s e  
a l lowances  f o r  t r a v e l  and f i e l d  w o r k  and i n c e n t i v e s  
f o r  f i e l d  pos t ings ,  and pay ind iv idua l  and u n i t  
performance awards; 

- e .  c o n t r a c t  out  research  t o  o the r  o r g a n i z a t i o n s  and 
perform c o n t r a c t  research  f o r  c l i e n t s  and charge and 
r e t a i n  income generated from se rv i ce  charges  and o ther  
a c t i v i t i e s ;  and 

- i n t e r a c t  w i t h  and borrow t echno log ie s  from ad jacen t  
Indian research programs and those  of t h e  
I n t e r n a t i o n a l  A g r i c u l t u r a l  Research Centers .  



A g r o e n t e r p r i s e  T e c h n o l o s y  S y s t e m s  P r o j e c t  P a g e  - 5 

( c )  F o r  t h e  NARC A g r i c u l t u r e  R e s e a r c h  Managemen t  A c t i v i t y :  
P r i o r  t o  d i s b u r s e m e n t ,  o r  t o  i s s u a n c e  b y  A . I . D .  o f  
d o c u m e n t a t i o n  p u r s u a n t  t o  w h i c h  d i s b u r s e m e n t  w i l l  be made, f o r  
t h e  A g r i c u l t u r e  R e s e a r c h  Management u n d e r  NARC, HMG/N w i l l ,  
e x c e p t  a s  A . 1  . D .  may o t h e r w i s e  a g r e e  i n  w r i t i n g ,  f u r n i s h  t o  
A . I . D .  i n  fo rm a n d  s u b s t a n c e  s a t i s f a c t o r y  t o  A . 1  . D . ,  a n  
o p e r a t i o n a l  p l a n  f o r  t h e  p r o g r a m  i n c l u d i n g  c r i t e r i a  f o r  t h e  
s e l e c t i o n  o f  p a r t i c i p a n t s ,  a  management  p l a n ,  f i n a n c i n g  p l a n  
a n d  i m p l e m e n t a t i o n  s c h e d u l e ,  w h i c h  HMG/N s h a l l  i m p l e m e n t  d u r i n g  
t h e  a p p l i c a b l e  y e a r s  o f  t h e  P r o j e c t .  

( d )  F o r  t h e  R e s e a r c h  O u t r e a c h  Component :  P r i o r  t o  
d i s b u r s e m e n t  o f  f u n d s ,  o r  t o  i s s u a n c e  b y  A . 1  . D .  o f  
d o c u m e n t a t i o n  p u r s u a n t  t o  w h i c h  d i s b u r s e m e n t  w i l l  be made, f o r  
t h e  R e s e a r c h  O u t r e a c h  Componen t ,  HMG/N w i l l ,  e x c e p t  a s  A . I . D .  
may o t h e r w i s e  a g r e e  i n  w r i t i n g ,  f u r n i s h  t o  A . 1  . D .  i n  f o r m  a n d  
s u b s t a n c e  s a t i s f a c t o r y  t o  A . I . D . ,  a n  o p e r a t i o n a l  p l a n  f o r  t h e  
p r o g r a m  i n c l u d i n g  c r i t e r i a  f o r  t h e  s e l e c t i o n  o f  f i e l d  r e s e a r c h  
s i t e s  a n d  f a r m e r / c o m m o d i t y  g r o u p s ,  a managemen t  p l a n ,  a 
f i n a n c i n g  p l a n ,  a d e s c r i p t i o n  o f  m a j o r  p r o g r a m s ,  a n d  a n  
i m p l e m e n t a t i o n  s c h e d u l e ,  w h i c h  HMG/N s h a l l  i m p l e m e n t  d u r i n g  t h e  
a p p l i c a b l e  y e a r s  o f  t h e  P r o j e c t .  

SECTION 4 . 3 .  N o t i f i c a t i o n .  When A . 1  . D .  h a s  d e t e r m i n e d  
t h a t  t h e  c o n d i t i o n s  p r e c e d e n t  s p e c i f i e d  i n  S e c t i o n s  4 . 1  a n d  4 .2  
h a v e  been  met, i t  w i l l  p r o m p t l y  n o t i f y  HMG/N.  

SECTION 4 . 4 .  T e r m i n a l  D a t e s  f o r  C o n d i t i o n s  P r e c e d e n t .  I f  
a l l  o f  t h e  c o n d i t i o n s  t o  t h e  f i r s t  d i s b u r s e m e n t  s p e c i f i e d  i n  
S e c t i o n  4 . 1  h a v e  n o t  b e e n  met w i t h i n  1 8 0  d a y s  f r o m  t h e  d a t e  o f  
t h i s  A g r e e m e n t ,  or s u c h  l a t e r  d a t e s  a s  A . 1  . D .  may a g r e e  t o  i n  
w r i t i n g ,  A . I . D . ,  a t  i t s  o p t i o n ,  may t e r m i n a t e  t h i s  A g r e e m e n t  b y  
w r i t t e n  n o t i c e  t o  HMG/N. 
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Ar t i c l e  5 :  Special  Covenants 

S E C T I O N  5 .1 .  Pro jec t  Evaluat ion.  The P a r t i e s  agree t o  
e s t a b l i s h  an evaluation program a s  p a r t  of t h e  Projec t .  Except a s  
the P a r t i e s  otherwise agree i n  wr i t ing ,  the  program w i l l  inc lude ,  
during the  implementation of t h e  P ro jec t :  

( a )  evaluation of progress  toward attainment of the  o b j e c t i v e s  
of the P ro jec t ;  

( b )  i d e n t i f i c a t i o n  and evalua t ion  of problem a r e a s  or  
c o n s t r a i n t s  which may i n h i b i t  such at ta inment;  

( c )  assessment of how such information may be used t o  help 
overcome such problems; and 

( d )  evaluat ion of the  o v e r a l l  development impact of the  
Projec t .  

The Projec t  i s  expected t o  include th ree  l e v e l s  of monitoring 
and evalua t ion ,  a s  described i n  Annex 1. The f i r s t  w i l l  t r ack  t h e  
year-to-year progress  made i n  providing inpu t s  and implementing 
planned p ro jec t  a c t i v i t i e s .  The second l e v e l  w i l l  focus on t h e  
achievement of desired i n s t i t u t i o n a l  improvements and expected 
outputs .  The t h i r d  w i l l  a t tempt t o  determine the  magnitude of 
impacts achieved w i t h i n  components and by the  Project  a s  a  whole. 

SECTION 5 . 2 .  Project  Covenants. Except a s  the  P a r t i e s  may 
otherwise agree i n  wr i t ing ,  HMG/N w i l l :  

( a )  provide f i n a n c i a l  and o the r  con t r ibu t ions  t o  t h e  P ro jec t  on 
a  timely b a s i s  according t o  mutually agreed annual programs and 
budgets and report  on the  s t a t u s  of f i n a n c i a l  cont r ibut ions  t o  the  
Project  a t  i n t e r v a l s  and i n  a  format t o  be agreed upon by Pro jec t  
Implementation Le t t e r ;  

( b )  a s s ign  qua l i f i ed  personnel t o  the  following key pos i t ions :  
Project  Coordinator, Executive Director  of NARC, Chief of Farming 
Systems Outreach Research Division ( F S O R D ) ,  Chief of Socio-Economic 
Research Division ( S E R E D )  . 

( c )  e s t a b l i s h  terms of re ference  and a  job descr ip t ion  f o r  the  
Project  Coordinator which i s  acceptable  t o  t h e  Pa r t i e s ;  and 

( d )  organize on a  timely b a s i s  jo in t  HMG/N and A . I . D .  P ro jec t  
Review Committee meetings t o  review progress ,  provide guidance, and 
forecas t  resources f o r  each new f i s c a l  year ,  and t o  approve annual 
programs and budgets f o r  the P r o j e c t .  
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SECTION 5.3 .  P e r f o r m a n c e  R e q u i r e m e n t s .  F o r  e a c h  y e a r  of  t h e  
P r o j e c t ,  t h e  P a r t i e s  w i l l  a g r e e  upon a n  a n n u a l  a c t i o n  p l a n  f o r  
o p e r a t i o n a l i z i n g  t h e  management  s y s t e m  c h a n g e s  a n d  i m p l e m e n t i n g  
r e s e a r c h  o u t r e a c h  a c t i v i t i e s  a t  NARC. The  NARCC a n d  A . I . D .  w i l l  
j o i n t l y  a s s e s s  p r o g r e s s  o n  a c t i o n  p l a n  i m p l e m e n t a t i o n  e v e r y  s i x  
m o n t h s  o v e r  t h e  l i f e  o f  t h e  P r o j e c t .  D e c i s i o n s  r e g a r d i n g  f u t u r e  
o b l i g a t i o n s  a n d  c o m m i t m e n t s  o f  f u n d s  u n d e r  t h e  P r o j e c t  w i l l  be b a s e d  
o n  s a t i s f a c t o r y  p e r f o r m a n c e  on  a n n u a l  a c t i o n  p l a n s .  

SECTION 5.4 .  G r a n t  Exempt f r o m  C o n t r a c t  T a x .  C o n t r a c t s  f u n d e d  
u n d e r  t h i s  P r o j e c t  G r a n t  Agreement  a r e  e x e m p t  f r o m  t h e  a s s e s s m e n t ,  
w i t h h o l d i n g ,  c o l l e c t i o n  o r  payment  o f  t h e  N e p a l  C o n t r a c t  Tax u n d e r  
S t a n d a r d  P r o v i s i o n  B.4 o f  t h i s  A g r e e m e n t .  HHG/N w i l l  n o t  a s s e s s ,  
w i t h h o l d ,  c o l l e c t  o r  r e q u i r e  payment  o f  c o n t r a c t  t a x  o n  c o n t r a c t s  
f u n d e d  u n d e r  t h i s  A g r e e m e n t .  F u r t h e r ,  HMG/N w i l l  i n c l u d e  a  c l a u s e  
i n  p r o c u r e m e n t  d o c u m e n t s  a n d  c o n t r a c t s  e x e c u t e d  o r  a d m i n i s t e r e d  by 
HMG/f; m i n i s t r i e s  a n d  a g e n c i e s  f o r  a n y  c o n t r a c t s  f u n d e d  h e r e u n d e r  
s t a t i n g  t h a t  t h e  c o n t r a c t  i s  exempt  f r o m  w i t h h o l d i n g ,  a s s e s s m e n t ,  
c o l l e c t i o n  a n d  payment  o f  C o n t r a c t  T a x  a n d  t h a t  c o n t r a c t o r s '  b i d s  
a n d  v o u c h e r s  s h a l l  n o t  i n c l u d e  a m o u n t s  f o r  t h e  c o n t r a c t  t a x .  

S E C T I O N  5 .5  P r o j e c t  Funded T r a i n e e s .  F o r  e a c h  HMG/N employee  
t r a i n e d  o u t s i d e  N e p a l  u n d e r  t h i s  G r a n t ,  HMG/N a g r e e s  t o  a s s i g n  t h e  
r e t u r n e d  t r a i n e e  t o  a n  HMG/N p o s i t i o n  w h i c h  r e l a t e s  t o  t h e  p r o j e c t ,  
f o r  a p e r i o d  of time e q u a l  t o  t h e  d u r a t i o n  o f  t h e  t r a i n i n g  i n  o r d e r  
t h a t  t h e  t r a i n e e ' s  s k i l l s  a c q u i r e d  t h e r e b y  w i l l  b e  u t i l i z e d ,  u n l e s s  
HMG/N a n d  A . I . D .  a g r e e  o t h e r w i s e  i n  w r i t i n g .  

SZCTION 5 . 6 .  P r o j e c t  Funded T e c h n i c a l  A s s i s t a n c e .  
F o r m a l i z a t i o n  o f  t h i s  P r o j e c t  Agreement  c o n s t i t u t e s  HMG/Nepal 
c o n c u r r e n c e  w i t h  A . I . D .  p r o c u r e m e n t ,  a s  p e r  A . I . D .  r e g u l a t i o n s ,  o f  
t h e  t e c h n i c a l  a s s i s t a n c e  s e r v i c e s  s p e l l e d  o u t  i n  Annex 1: 
Descr ip t ion  of the  P r o j e c t .  P r io r  t o  con t rac t ing  technical  se rv ices  
c a l l e d  f o r ,  U S ~ 1 D / N e p a l  w i l l  p r o v i d e  t h e  r e l e v a n t  i m p l e m e n t i n g  
a g e n c y  w i t h  a d e t a i l e d  w r i t t e n  d e s c r i p t i o n  o f  t h e  work t o  b e  
p e r f o r m e d  a n d  d e s i r e d  q u a l i f i c a t i o n s  f o r  r e v i e w .  

Ar t i c l e  6 :  P r o c u r e m e n t  S o u r c e  

SECTION 6 . 1 .  F o r e i g n  Exchange  C o s t s .  D i s b u r s e m e n t s  p u r s u a n t  
t o  S e c t i o n  7 . 1  w i l l  be u s e d  e x c l u s i v e l y  t o  f i n a n c e  t h e  c o s t s  o f  
g o o d s  a n d  s e r v i c e s  r e q u i r e d  f o r  t h e  P r o j e c t  h a v i n g ,  w i t h  r e s p e c t  t o  
g o o d s ,  t h e i r  s o u r c e  a n d  o r i g i n ,  a n d  w i t h  r e s p e c t  t o  s e r v i c e s ,  t h e i r  
n a t i o n a l i t y ,  i n  t h e  U n i t e d  S t a t e s ,  o t h e r  c o u n t r i e s  w i t h i n  A . I . D .  
G e o g r a h i c  Code 9 4 1  o f  t h e  A . 1  . D .  G e o g r a p h i c  Code Book a s  i n  e f f e c t  
a t  t h e  time o r d e r s  a r e  p l a c e d  o r  c o n t r a c t s  e n t e r e d  i n t o  f o r  s u c h  
g o o d s  3r s e r v i c e s  ( " F o r e i g n  E x c h a n g e  C o s t s n  ) , a n d  N e p a l ,  e x c e p t  a s  
A . 1  .D. may o t h e r w i s e  a g r e e  i n  w r i t i n g ,  a n d  e x c e p t  a s  p r o v i d e d  i n  t h e  
P r o j e z :  G r a n t  S t a n d a r d  P r o v i s i o n s  Annex,  S e c t i o n  C.  l ( b )  w i t h  r e s p e c t  
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t o  marine i n su rance .  Ocean t r a n s p o r t a t i o n  c o s t s  w i l l  be f inanced 
under the  Grant on ly  on v e s s e l s  under f l a g  r e g i s t r y  of t h e  United 
S t a t e s ,  Nepal, o r  c o u n t r i e s  included i n  A . 1  . D .  Geographic Code 9 4 1 ,  
except a s  A . I . D .  may otherwise  ag ree  i n  w r i t i n g .  

SECTION 6.2. Local Currency Costs .  Disbursements pursuant  t o  
Sec t ion  7 . 2  w i l l  be used exc lus ive ly  t o  f i nance  t h e  c o s t s  of goods 
and se rv i ces  r e q u i r e d  f o r  t h e  P r o j e c t  having t h e i r  source and, 
except  a s  A . I . D .  may otherwise  a g r e e  i n  w r i t i n g ,  t h e i r  o r i g i n  i n  
Nepal ("Local  Currency Costs" ) . 
A r t i c l e  7 :  Disbursement 

S E C T I O N  7 . 1 .  Disbursement f o r  Foreign Exchange Cos ts  

( a  ) A f t e r  s a t i s f a c t i o n  of c o n d i t i o n s  precedent ,  HMG/N may 
ob ta in  d i sbursements  of funds  under t h e  Grant f o r  t h e  Foreign 
Exchange Cos t s  of goods or  s e r v i c e s  required f o r  t h e  P ro j ec t  i n  
accordance w i t h  t h e  terms of t h i s  Agreement, by such of t he  
fol lowing methods a s  may be mutually agreed upon: 

(1) by submi t t ing  t o  A . I . D . ,  w i t h  necessary  support ing 
documentation a s  p re sc r ibed  i n  P r o j e c t  Implementation L e t t e r s ,  ( a )  
r e q u e s t s  f o r  reimbursement f o r  such goods or s e r v i c e s ,  Or, ( b )  
r e q u e s t s  f o r  A . I . D .  t o  procure  commodities o r  s e r v i c e s  on H M G / N 1 s  
behalf  f o r  t h e  P r o j e c t ;  or  

( 2 )  by r e q u e s t i n g  A . I . D .  t o  i s s u e  L e t t e r s  of Commitment f o r  
spec i f i ed  amounts d i r e c t l y  t o  one o r  more c o n t r a c t o r s  o r  s u p p l i e r s ,  
committing A . 1  . D .  t o  pay such c o n t r a c t o r s  or s u p p l i e r s  f o r  such 
goods or s e r v i c e s .  

( b )  Banking cha rges  incur red  by HMG/N i n  connection w i t h  
L e t t e r s  of Commitment w i l l  be f inanced  under t h e  Grant u n l e s s  HMG/N 
i n s t r u c t s  A . I . D .  t o  t h e  cont ra ry .  Such o t h e r  cha rges  a s  t he  P a r t i e s  
may agree  t o  may a l s o  be f inanced under t h e  Grant .  

S E C T I O N  7.2. Disbursement f o r  Local Currency Cos ts  

( a )  A f t e r  s a t i s f a c t i o n  of c o n d i t i o n s  precedent ,  HMG/N may 
ob ta in  d i sbursements  of funds  under t h e  Grant f o r  Local Currency 
Cos ts  requi red  f o r  t h e  P r o j e c t ,  i n  accordance w i t h  t h e  terms of t h i s  
Agreement, by submi t t i ng  t o  A . 1  .D . ,  w i t h  necessary  support ing 
documentation a s  p re sc r ibed  i n  P r o j e c t  Implementation L e t t e r s ,  
r e q u e s t s  t o  f i n a n c e  such c o s t s .  

( b )  The l o c a l  currency needed f o r  such disbursement may be 
obta ined through a c q u i s i t i o n  by A . I . D .  w i t h  U.S. D o l l a r s  by 
purchase.  The U.S. Dol la r  equ iva l en t  of t h e  l o c a l  currency made 
a v a i l a b l e  hereunder  w i l l  be, i n  t h e  case  of subsec t ion  ( a )  above,  
t h e  amount of U.S. D o l l a r s  required by A . I . D .  t o  ob t a in  the  l o c a l  
currency.  
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SECTION 7 . 3 .  O t h e r  F o r m s  of D i s b u r s e m e n t .  D i s b u r s e m e n t s  o f  
t h e  G r a n t  may a l s o  be  made t h r o u g h  s u c h  o t h e r  means a s  t h e  P a r t i e s  
may a g r e e  t o  i.n w r i t i n g .  

SECTION ; ' . 4 .  R a t e  o f  E x c h a n g e .  E x c e p t  a s  may b e  more  
s p e c i f i c a l l y  p r o v i d e d  u n d e r  S e c t i o n  7 . 2 ,  i f  f u n d s  p r o v i d e d  u n d e r  t h e  
G r a n t  a r e  i n t r o d u c e d  i n t o  N e p a l  by A . I . D .  o r  a n y  p u b l i c  or  p r i v a t e  
a g e n c y  f o r  p u r p o s e s  o f  c a r r y i n g  o u t  o b l i g a t i o n s  o f  A . 1  .D .  h e r e u n d e r ,  
HMG/N w i l l  make such a r r a n g e m e n t s  a s  may be n e c e s s a r y  s o  t h a t  s u c h  
f u n d s  may be  c o n v e r t e d  i n t o  t h e  c u r r e n c y  o f  Nepal  a t  t h e  h i g h e s t  
r a t e  o f  e x c h a n g e  which ,  a t  t h e  time c o n v e r s i o n  i s  made, i s  n o t  
u n l a w f u l  i n  Nepal .  

A r t i c l e  8 :  M i s c e l l a n e o u s  

SECTION 8.1 .  C o m m u n i c a t i o n s .  Any n o t i c e ,  r e q u e s t ,  document ,  
o r  o t h e r  communicat ion s u b m i t t e d  by e i t h e r  P a r t y  t o  t h e  o t h e r  u n d e r  
t h i s  Agreement w i l l  be i n  w r i t i n g  o r  by t e l e g r a m  o r  c a b l e ,  a n d  w i l l  
b e  deemed d u l y  g i v e n  o r  s e n t  when d e l i v e r e d  t o  such  p a r t y  a t  t h e  
f o l l o w i n g  a d d r e s s e s :  

M a i l  a n d  C a b l e  Address :  
S e c r e t a r y  o r  S e c r e t a r y  o r  Exec D i r e c t o r  
J o i n t  S e c r e t a r y  J o i n t  S e c r e t a r y  N a t ' l  A g r i c .  
F o r e i g n  Aid D i v i s i o n  M i n i s t r y  o f  A g r i c  R e s e a r c h  C e n t e r  
M i n i s t r y  o f  F i n a n c e  H i s M a j e s t y ' s G o v t  ( N A R C )  
H i s  M a j e s t y '  s Government  S i n g h a  Durbar  K h u m a l t a r  
Bagh Durbar  Kathmandu,  Nepal  Kathmandu,  Nepa l  
Kathmandu, Nepal  

T O  A . I . D . :  

M a i l  a n d  C a b l e  Address :  D i r e c t o r  
U . S .  Agency f o r  I n t e r n a t i o n a l  
Development  
c / o  American Embassy 
Kathmandu, Nepal  

A l l  s u c h  c o m m u n i c a t i o n s  w i l l  be i n  E n g l i s h ,  u n l e s s  t h e  P a r t i e s  
o t h e r w i s e  a g r e e  i n  w r i t i n g .  O t h e r  a d d r e s s e s  may be  s u b s t i t u t e d  f o r  
t h e  a b o v e  upon t h e  g i v i n g  o f  n o t i c e .  
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SECTION 8 . 2 .  Representatives.  For a l l  purposes relevant t o  
t h i s  Agreement, HMG/N w i l l  be represented by the  individual holding 
or a c t i n g  i n  the o f f i c e  of Secretary or J o i n t  Secretary,  Ministry of 
Finance, and A . I . D .  w i l l  be represented by the  individual  holding or 
a c t i n g  i n  the o f f i c e  of Director ,  USAID/Nepal, each of whom, by 
w r i t t e n  not ice ,  may designate  a d d i t i o n a l  r ep resen ta t ives  fo r  a l l  
purposes other than exerc is ing  the  power under Section 2 . 1  t o  r ev i se  
elements of the amplified descr ip t ion  i n  Annex 1. 

For approving implementation documents and f o r  a l l  purposes other  
than rev i s ing  t h i s  Agreement, HMG/N w i l l  be represented by the 
ind iv idua l  holding or a c t i n g  i n  t he  o f f i c e  of Secretary or J o i n t  
Secre tary  of the Ministry of Agricul ture  and the  Executive Director 
of t h e  NARC. The names of the r e p r e s e n t a t i v e s  of HMG/N, with 
specimen signatures ,  w i l l  be provided t o  A . 1  . D . ,  which may accept a s  
d u l y  authorized any instrument signed by such representa t ives  i n  
implementation of t h i s  Agreement, u n t i l  r e c e i p t  of wr i t ten  not ice of 
revocat ion of t h e i r  au thor i ty .  

S E C T I O N  8 . 3 .  Standard Provis ions Annex. A "Project  Grant 
Standard Provis ions ~ n n e x '  (Annex 2 )  i s  a t t ached  t o  and forms p a r t  
of t h i s  Agreement. 

I N  WITNESS WHEREOF, H i s  Majesty 's  Government of Nepal and the 
United S t a t e s  of America, each a c t i n g  through i t s  duly authorized 
rep resen ta t ive ,  have caused t h i s  Agreement t o  be signed i n  t h e i r  
names and de l ivered  a s  of the  day and year f i r s t  above wri t ten.  

On Behalf of H i s  Majesty 's  
Government of Nepal 

O n  Behalf of The United 
S t a t e s  of America 

BY : 
lvlohan Raf Sharma 

BY : y&. %a 
u l i a  Chang och 

T I T L E :  A c t i n g  Secre tary  T I T L E :  Ambassador 
Ministry of Finance 

BY: 
K e l l y  \C . Kammerer 

T I T L E :  Director  
U S A 1  D/Nepa 1 

Funds Available: 
Approp: 72-1101021 
EPC: QDNA-90-27367-KG13 
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AMPLIFIED PROJECT DESCRIPTION 

Elements of the following descr ip t ion  may be changed by wr i t ten  
agreement of the authorized r ep re sen t a t i ve s  of the  p a r t i e s  named i n  
Sect ion 8 . 2  of t h i s  Agreement without formal amendment of the  
agreement, provided t ha t  such changes a r e  w i t h i n  the  general scope of 
t he  p ro jec t  a s  s e t  f o r t h  i n  the main t e x t  of the Agreement. 

T 
I. DESCRIPTION OF THE PROJECT 

A .  Overview: T h i s  Project i s  b u i l t  around the  assumption t h a t  
a g r i c u l t u r e  sector growth requi res  expanded market-oriented, p r i v a t e  
sector-driven investment a c t i v i t y ,  a  more dynamic flow of 
technologies ,  and grea ter  en t repreneur ia l  pa r t i c i pa t i on .  
Accordingly, i t  seeks t o  l i n k  p r i va t e  agroenterpr ise ,  farmer and 
pub l i c  resources t o  achieve medium-term inc reases  i n  farm incomes and 
i n  a g r i c u l t u r e ' s  contr ibut ion t o  economic growth, by strengthening 
t h e  r o l e  of the p r iva te  sector i n  expanding markets fo r  Nepali farmer 
production and accelera t ing  the s e l ec t i on  and adoption of 
productivity-i .ncrea sing technologies and value-adding serv ices  su i t ed  
t o  t h e  needs of Nepal's farmers, ag roen t e rp r i s e s  and market 
oppor tun i t i e s .  

To achieve these objec t ives ,  the Pro jec t  w i l l :  

e s t ab l i sh  a  p r iva te  sector support f a c i l i t y  capable of l ink ing  
agroenterpr i  s e s  ( e .  g. producer groups, commodity assoc ia t ions ,  
farmer en t e rp r i s e s  and f i rms)  w i t h  sources of technical  and 
marketing information and se rv ices ;  

support the  implementation of major management reforms w i t h i n  
the  National Agricul tural  Research Center ( N A R C )  t o  give i t  the 
f l e x i b i l i t y ,  incent ive s t r uc tu r e  and decent ra l iza t ion  needed t o  
make NARC more cos t -ef fec t ive  and responsive t o  location- 
spec i f i c  needs of farmer and agroen te rp r i se  c l i en t s ;  and 

e s t a b l i s h  a  c l ient -or iented  research  outreach program w i t h i n  
the  command area of each regional  NARC research s t a t ion  t o  give 
Nepali farmers a  greater say i n  t h e  development of the NARC'S  
research agenda. 

The Pro jec t  w i l l  provide ass i s t ance  mainly t o  two i n s t i t u t i o n s :  the  
p r i v a t e  sector Federation of Nepal Chambers of Commerce and Industry 
( F N C C I )  and the publ ic  sector National Agr icu l tu ra l  Research Center 
( N A R C ) .  
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B.  E x p e c t e d  O u t p u t s :  I t  i s  a n t i c i p a t e d  t h a t  b y  t h e  e n d  o f  t h e  
P r o j e c t  p r i v a t e  a g r o e n t e r p r i s e s  a n d  o r g a n i z a t i o n s  w i l l  p r o v i d e  
m a r k e t i n g  a n d  t e c h n i c a l  i n f o r m a t i o n  t o  members,  h a v e  o p e r a t i o n a l  
l i n k s  w i t h  NARC a n d  o t h e r  i n f o r m a t i o n  s o u r c e s ,  p a r t i c i p a t e  i n  
s e t t i n g  r e s e a r c h  p r i o r i t i e s ,  a n d  b e  more e f f e c t i v e  i n  p r e s e n t i n g  
a n d  d e b a t i n g  p o l i c y  a n d  r e g u l a t o r y  i s s u e s .  

S p e c i f i c a l l y :  

(1) The F N C C I  w i l l  o p e r a t e  a n  a g r o e n t e r p r i s e  m a r k e t i n g  a n d  
t e c h n o l o g y  i n f o r m a t i o n  s e r v i c e  a n d  w i l l  b r o k e r  a s s i s t a n c e  t o  
f i r m s  a n d  p r o d u c e r  g r o u p s ;  a g r o e n t e r p r i s e s  w i l l  b e  b e t t e r  a t  
o b t a i n i n g  t e c h n i c a l  i n f o r m a t i o n  f rom NARC a n d  o t h e r  s o u r c e s ;  
a n d ,  p o l i c i e s  a n d  r e g u l a t i o n s  f a v o r i n g  p r i v a t e  c l i e n t  
i n t e r e s t s  w i l l  b e  f o u n d  i n  t h e  N a t i o n a l  A g r i c u l t u r a l  R e s e a r c h  
C o o r d i n a t i o n  Commit tee  ( R C C ) ,  N a t i o n a l  S e e d  Board  a n d  i n  
r e g u l a t o r y  b o d i e s .  

( 2 )  NARC w i l l  implement  i m p a c t - o r i e n t e d  a n d  c l i e n t - r e s p o n s i v e  
a d a p t i v e  r e s e a r c h  t h r o u g h  r e s e a r c h  o u t r e a c h  p r o g r a m s  a t  m a j o r  
s t a t i o n s .  NARC w i l l  a l s o  h a v e  a  more a c t i v e  r e l a t i o n s h i p  w i t h  
I n d i a n  r e s e a r c h  c e n t e r s  a n d  I A R C s .  

( 3 )  NARC w i l l  become b e t t e r  managed a n d  more c o s t - e f f e c t i v e  
t h r o u g h  i n t e r n a l  management i m p r o v e m e n t s ,  i n c l u d i n g  more  
a u t o n o m o u s  a n d  f l e x i b l e  b u d g e t a r y ,  p e r s o n n e l  a n d  
a d m i n i s t r a t i v e  p r a c t i c e s .  W i t h o u t  s i g n i f i c a n t  i n c r e a s e s  i n  
s t a f f ,  NARC w i l l  i n c r e a s e  t h e  p a c e  of  t e c h n o l o g y  i n t r o d u c t i o n ,  
e s p e c i a l l y  i n  t h o s e  a r e a s  o f  i n t e r e s t  t o  c o m m e r c i a l l y  o r i e n t e d  
p r o d u c e r s  a n d  a g r o e n t e r p r i  ses. 

C .  P r o j e c t  Components :  The P r o j e c t  h a s  b e e n  d e s i g n e d  t o  i n c l u d e  
t h e  three c o m p o n e n t s  d e s c r i b e d  be low.  

1. The A g r o e n t e r p r i s e  S u p p o r t  Component 

Under t h i s  componen t ,  t h e  P r o j e c t  w i l l  s u p p o r t  t h e  F N C C I  a n d  i t s  75 
a f f i l i a t e d  l o c a l  c h a m b e r s  t h r o u g h o u t  N e p a l .  FNCCI h a s  e s t a b l i s h e d  
a  p e r m a n e n t  A g r o e n t e r p r i s e  Sub-commi t tee  (AESC) t o  p r o m o t e  t h e  
p r o d u c t i o n ,  p r o c e s s i n g  a n d  m a r k e t i n g  o f  h i g h - v a l u e  p r o c e s s e d  
a g r i c u l t u r a l  p r o d u c t s .  The AESC, which  i s  c o m p r i s e d  o f  s e n i o r  
FNCCI management a n d  l e a d e r s  f r o m  N e p a l ' s  a g r o e n t e r p r i s e  communi ty ,  
s e r v e s  a s  t h e  e x e c u t i v e  o r g a n  o f  t h e  FNCCI r e s p o n s i b l e  f o r  
p l a n n i n g ,  c o o r d i n a t i n g ,  p r o m o t i n g  a n d  e n c o u r a g i n g  a g r o e n t e r p r i s e s ,  
i n c l u d i n g  commodi ty  g r o u p s  a n d  a s s o c i a t i o n s .  

T h e  P r o j e c t  w i l l  a s s i s t  t h e  FNCCI t o  e s t a b l i s h  a n  A g r o e n t e r p r i s e  
C e n t e r  ( A E C )  t o  p r o v i d e  o r  b r o k e r  a  v a r i e t y  of  s e r v i c e s ,  e i t h e r  
d i r e c t l y  or  u n d e r  c o n t r a c t ,  t o  N e p a l i  a g r i c u l t u r a l  p r o d u c e r s ,  
p r o c e s s o r s  a n d  e x p o r t e r s .  The  AEC w i l l  i n i t i a l l y  b e  s t a f f e d  b y  
f i v e  p e r m a n e n t  s t a f f  members, i n c l u d i n g  a  Managing D i r e c t o r  a n d  two 
D e p u t i e s .  T h e s e  p e r s o n n e l  w i l l  manage and  a c t i v e l y  p r o m o t e  t h e  
p r o v i s i o n  o f  s e r v i c e s  t o  e x i s t i n g  a n d  new a g r o e n t e r p r i s e  c l i e n t s  o r  
g r o u p s  t h r o u g h o u t  N e p a l .  
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With a s s i s t a n c e  p r o v i d e d  u n d e r  t h e  P r o j e c t ,  t h e  AEC w i l l  be a b l e  t o  
p r o v i d e  a  v a r i e t y  of s e r v i c e s  t o  suppor t  p r i v a t e  s e c t o r  p r o d u c e r s ,  
p r o c e s s o r s ,  e x p o r t e r  s, commodity a s s o c i a t i o n s  and  a g r o e n t e r p r i s e s .  
S e r v i c e s  w i l l  i n c l u d e  p rocuremen t  o r  b r o k e r i n g  f o r  i n f o r m a t i o n  
s e r v i c e s  ( e .  g. m a r k e t i n g ,  p r i c e s ,  r e g u l a t o r y ) ,  f e a s i b i l i t y  s t u d i e s ,  
t r a i n i n g  and s tudy  t r i p s  a s  w e l l  a s  o t h e r  t y p e s  of a s s i s t a n c e .  
Through t h e  AEC,  o r g a n i z a t i o n a l  s t r e n g t h e n i n g  and  t e c h n i c a l  s u p p o r t  
f o r  f a rmer  g r o J p s  and s m a l l  e n t e r p r i s e s  w i l l  be p r o v i d e d  t o  h e l p  
them expand commercial  a c t i v i t i e s .  AEC w i l l  a l s o  s u p p o r t  
f e a s i b i l i t y  s t u d i e s  f o r  t h e  c o n t a i n e r  i n d u s t r y  and o t h e r  e x p o r t  
p romot ion  a c t i v i t i e s ,  c o n t r a c t  f o r  o r  b roke r  c o n t r a c t  r e s e a r c h  and 
promote  d i a l o g u e  between t h e  p r i v a t e  and p u b l i c  s e c t o r s  on p o l i c i e s  
t h a t  encourage  a g r o - p r o c e s s i n g  inves tmen t  a n d  e x p o r t .  More 
d e t a i l e d  i l l u s t r a t i o n  of t h e  t y p e s  of a c t i v i t i e s  t o  be u n d e r t a k e n  
i s  c o n t a i n e d  i n  t h e  ATS P r o j e c t  Paper .  

AEC w i l l  be r e q u i r e d  t o  make s e r i o u s  e f f o r t s  t o  e n s u r e  t h a t  
businesswomen and manage r s  r e c e i v e  b e n e f i t s ,  i n c l u d i n g  e x p e r t  
s e r v i c e s ,  t r a i n i n g ,  o u t - o f - c o u n t r y  s t u d y  t r i p s  and i n f o r m a t i o n  
s e r v i c e s  and t o  m a i n t a i n  g e n d e r - d i s a g g r e g a t e d  d a t a .  

S u p p o r t  f o r  t h e  AEC w i l l  be p r o v i d e d  th rough  a n  A . I . D .  g r a n t  o r  
c o o p e r a t i v e  agreement  t o  FNCCI ,  t o  cover  d i r e c t  o p e r a t i o n a l  c o s t s  
and s p e c i a l i z e d  s e r v i c e s  a n d  c o n t r a c t s .  T h e  P r o j e c t  w i l l  a l s o  fund 
t h e  s e r v i c e s  of a  s e n i o r  N e p a l i  manager t o  o r g a n i z e ,  promote and 
manage t h e  AEC f o r  up t o  s i x  y e a r s ,  suppor t ed  d u r i n g  t h e  f i r s t  f o u r  
y e a r s  of t h e  P r o j e c t  by a n  e x p a t r i a t e  i n t e r n a t i o n a l  m a r k e t i n g  
s p e c i a l i s t  e x p e r i e n c e d  i n  p l a n n i n g  and implement ing  p r o m o t i o n a l  and 
i n t e r n a t i o n a l  m a r k e t i n g  a c t i v i t i e s .  O f f i c e  equipment  w i l l  a l s o  be 
funded  under t h e  P r o j e c t  a n d  p rocured  f o r  FNCCI by A.I.D. 

S e r v i c e  c h a r g e s  and o t h e r  f e e s  r ecove red  by t h e  AEC w i l l  be used  
p a r t l y  t o  meet t h e  c o s t s  of  t h e  AEC d u r i n g  t h e  P r o j e c t  p e r i o d  and 
p a r t l y  t o  b u i l d  up a r o t a t i n g  fund which t h e  AEC w i l l  u s e  t o  
c o n t i n u e  scaled-back s e r v i c e s  once t h e  P r o j e c t  i s  o v e r ,  under  t e r m s  
t o  be s e t  f o r t h  i n  A . I . D . ' s  g r a n t  o r  c o o p e r a t i v e  agreement  w i t h  
FNCCI. Only s e r v i c e s  f o r  which f u l l  o p e r a t i n g  c o s t s  c a n  be 
r e c o v e r e d  w i l l  be c o n t i n u e d  by t h e  AEC.  

S e l e c t e d  r e s e a r c h  and  s m a l l  p i l o t  s t u d i e s  w i l l  be commiss iona l  by 
USAID/Nepal, a f t e r  d i s c u s s i o n  w i t h  t h e  HMG/N and/or  FNCCI ,  t o  
examine c r o s s - c u t t i n g  m a r k e t i n g  issues and t o  t e s t  t echno1og ie . s  and 
o r g a n i z a t i o n a l  a p p r o a c h e s  s u i t e d  t o  t h e  s p e c i a l  n e e d s  o f  Nepal i  
s m a l l  f a r m e r s  and f i r m s .  

2 .  A q r i c u l t u r a l  R e s e a r c h  Suppor t  Component 

T h i s  component w i l l  a s s i s t  t h e  N a t i o n a l  A g r i c u l t u r a l  Resea rch  
C e n t e r  ( N A R C )  i n  r e s t r u c t u r i n g  i t s  p r o c e d u r e s  and  o r i e n t a t i o n  and 
t h e  management of t h e  r e s e a r c h  system t o  make i t  more r e s p o n s i v e  t o  
t h e  n e e d s  of m a r k e t - o r i e n t e d  c l i e n t s  and more c o s t - e f f e c t i v e .  
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A s  a  cond i t i on  t o  i n i t i a t i o n  of t h i s  P r o j e c t ,  t h e  Nat ional  
A g r i c u l t u r a l  Research Coordination Committee ( R C C J  was given power 
t o  e s t a b l i s h  new r u l e s  and r e g u l a t i o n s  r e g a r d i n g  personnel ,  
f i n a n c i a l  management, a d m i n i s t r a t i o n  and r e s e a r c h  planning and 
p r i o r i t i z a t i o n .  The RCC c u r r e n t l y  s e t s  r e s e a r c h  po l i cy  and 
app roves  proposed changes i n  t h e  NARC s t r u c t u r e  and func t ion ,  whi le  
NARC a r t i c u l a t e s  and execu tes  t h e s e  changes .  

W i t h  o u t s i d e  c o n s u l t a n t  a s s i s t a n c e  p rov ided  under A . 1  . D . ' s  on-going 
A g r i c u l t u r a l  Research P r o j e c t ,  NARC w i l l  p r epa re  d e t a i l e d  rules  and 
p rocedu re s  r e q a i r e d  t o  s t r u c t u r e  a n  autonomous and decen t r a l i z ed  
r e s e a r c h  and development o rgan i za t i on .  Ac tua l  changes t o  be 
implemented a t  NARC i nc lude  changes i n  o r g a n i z a t i o n  and s t r u c t u r e  , 
budgetary  and f i n a n c i a l  systems, p e r s o n n e l  management, and 
development and moni tor ing and e v a l u a t i o n .  These a r e  descr ibed i n  
more d e t a i l  i n  t h e  AST P ro j ec t  Paper.  Once proposed changes have 
been fo rmal ly  accep t ed  by RCC,  f u n d s  w i l l  be made a v a i l a b l e  under 
t h i s  P r o j e c t  component t o  f inance  system-wide implementation of t h e  
changes,  i n c l u d i n g  a d d i t i o n a l  up-f ront  c o s t s  incur red  t o  i n i t i a t e  
implementat ion and a por t ion  of N A R C ' S  annua l  r e c u r r i n g  c o s t s  
r e s u l t i n g  from t h e  changes. The l a t t e r  suppor t  w i l l  decline over 
t h e  l i f e  of t h e  p r o j e c t  and f u l l  HMG/N fund ing  w i l l  be su s t a ined ,  
a t  p r o j e c t  complet ion,  a t  the  l e v e l s  r e q u i r e d  t o  opera te  t h e  
r e s t r u c t u r e d  NARC. 

Techn ica l  a s s i s t a n c e  f o r  t h i s  P r o j e c t  component w i l l  be provided by 
both Nepali  and e x p a t r i a t e  s p e c i a l i s t s .  A s e n i o r  e x p a t r i a t e  
A g r i c u l t u r a l  Economist/Research P l ann ing  S p e c i a l i s t  w i l l  be funded 
f o r  4 8  person months t o  a c t  a s  Team Leader of t h e  prime TA 
c o n t r a c t o r  and t o  work c l o s e l y  w i th  t h e  Execu t ive  Di rec to r ,  NARC,  
i n  t h e  c o o r d i n a t i o n  and implementation of P r o j e c t  supported 
a c t i v i t i e s  throughout  t he  NARC system. A second long-term 
e x p a t r i a t e  R e s e a r c h  Management a n d  A d m i n i s t r a t i o n  S y s t e m s  
S p e c i a l i s t  w i l l  be funded f o r  2 6  pe r son  months t o  support 
system-wide implementat ion of t h e  new r u l e s  and r e g u l a t i o n s  i n  
NARC;  a s s i s t  NARC i n  organiz ing a n  i n t e n s i v e  t r a i n i n g  program f o r  
r e o r i e n t a t i o n  of NARC s t a f f ;  and h e l p  NARC p r epa re  s i x  month 
rev iews  of t h e  implementation of t h e  new management system and 
problems encounte red  f o r  RCC and A . I . D .  Both s p e c i a l i s t s  w i l l  be 
a s s i s t e d  by long-term Nepali p r o f e s s i o n a l  s t a f f  and both w i l l  d r a w  
on a  pool  of shor t - t e rm consu l t an t s ,  e x p a t r i a t e  and Nepali,  t o  
a s s i s t  i n  s p e c i f i c  tasks.  

Major t r a i n i n g  a c t i v i t i e s  under t h i s  component involve NARC s t a f f  
r e o r i e n t a t i o n  and  t r a i n i n g  i n  new r u l e s  and  procedures ,  and 
follow-up t r a i n i n g  a t  l o c a l  i n s t i t u t i o n s .  

Limited commodities w i l l  be provided t o  NARC Headquar ters  under 
t h i s  component, i nc lud ing  a t  l e a s t  f o u r  FAX machines and four  
computers  w i t h  p r i n t e r s  and necessa ry  so f twa re  f o r  t h e  management 
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informat ion systems.  The P r o j e c t  w i l l  a l s o  suppor t  t h e  p r epa ra t i on  
of d e t a i l e d  manuals  and t r a i n i n g  m a t e r i a l s  o u t l i n i n g  t h e  new r u l e s  
and r e g u l a t i o n s .  L a s t l y ,  t h e  component w i l l  a c c e l e r a t e  c o n t a c t s  
between NARC and i n t e r n a t i o n a l  a g r i c u l t u r a l  r e s e a r c h  o r g a n i z a t i o n s  
such a s  I R R I ,  CIMMYT,  I C R I S A T ,  I S N A R ,  and AVRDC, th rough  small 
g r a n t s .  Modest suppor t  w i l l  a l s o  be provided t o  t h e  Min is t ry  of 
Agr i cu l t u r e  f o r  s e c t o r  market ing p o l i c y  a n a l y s e s .  

3 .  S t r eng then ing  Research Outreach Programs 

To s t r eng then  r e sea rch  ou t r each ,  and he lp  c l o s e  t h e  gap between 
r e sea rch  system c a p a c i t y  and farm-level  problems, t h i s  component 
w i l l  p rov ide  t e c h n i c a l  a s s i s t a n c e ,  t r a i n i n g ,  commodit ies  and l o c a l  
c o s t  suppor t  t o  e i g h t  major NARC research  s t a t i o n s  and r e l a t e d  
command a r e a s .  Ass i s tance  w i l l  enab le  t h e  s t a t i o n s  and NARC t o :  

( a )  conduct  command a r e a  s t r a t e g y  reviews; 
( b )  s t r e n g t h e n  t h e  p lann ing  and conduct of r e s e a r c h  ou t reach  
a c t i v i t i e s ;  
( c )  make s t . a t i on  d i a g n o s t i c  s e r v i c e s  more r e spons ive  t o  outreach 
and t o  u s e r s ;  and 
( d )  en su re  r e l i a b l e  back-up f o r  s t a t i o n s  from FSORD and S E R E D .  

a .  Command a r e a  s t r a t e g y  rev iews  w i l l  be conducted by s t a t i o n  
s t a f f ,  NARC c e n t r a l  o f f i c e  and program r e p r e s e n t a t i v e s  and 
t e c h n i c a l  a  ssi. s t ance  team member s, inc lud ing  a  c o n t r a c t e d  W I D  
Advisor.  Reviews w i l l  e n t a i l  c l o s e  c o n s u l t a t i o n  w i t h  farmer 
groups, i n c l u d i n g  women and r e sou rce  poor f a rmer s ,  agro-processors  
and market ing f i rms ,  donor and NGO supported development p r o j e c t s  
i n  t h e  command a r e a ,  and a p p r o p r i a t e  HMG/N l i n e  a g e n c i e s .  Reviews 
w i l l  form t h e  b a s i s  f o r  e s t a b l i s h i n g  f ive-year programs f o r  each of 
t h e  e i g h t  s t a t i o n s  and command a r e a s  and s p e c i f i c  p l a n s  f o r  on-farm 
and o n - s t a t i o n  r e sea rch ,  s t a f f i n g ,  d i agnos t i c  suppo r t ,  budgets ,  
f a c i l i t i e s / l o g i s t i c s  and o t h e r  minimum requ i rements  f o r  ach iev ing  
t h e  o b j e c t i v e s  and impacts .  Annual command a r e a  workshops w i l l  
p rovide  a  forum f o r  j o i n t  a ssessment  and p lann ing  d i s c u s s i o n s .  

b. Research Outreach w i l l  be suppor ted  through problem-oriented 
exper iments  based on r e s u l t s  of command a r e a  reviews.  T r i a l s  w i l l  
be conducted,  w i t h  t h e  a c t i v e  p a r t i c i p a t i o n  of fa rmer  and r e s i d e n t  
ex t ens ion  pe r sonne l ,  i n  c a r e f u l l y  s e l ec t ed  c l u s t e r e d  farm s i t e s  i n  
one o r  two d i s t r i c t s  per  yea r .  I n  add i t i on ,  NARC w i l l  a s s i g n  two 
o r  t h r e e  f u l l - t i m e  co re  r e s e a r c h  outreach s t a f f  t o  each of t h e  
e i g h t  r e s e a r c h  s t a t i o n s .  Core r e sea rch  outreach s t a f f  w i l l  work 
c l o s e l y  w i t h  o t h e r  s t a t i o n  s c i e n t i s t s ,  s t a t i o n  d i a g n o s t i c  s e r v i c e s  
and t h e  s t a t i o n  socio-economist . Pro fe s s iona l  s k i l l s  i n  research  
problem d e f i n i t i o n ,  t r i a l  d e s i g n  and a n a l y s i s ,  and t h e  
communication of r e s u l t s  w i l l  be s t rengthened.  A P ro  ject-funded 
W I D  S p e c i a l i s t  w i l l  p rovide  o r i e n t a t i o n  t o  s t a t i o n s  and on-farming 
r e s e a r c h e r s  about  t h e  r o l e  of women farmers. 
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c .  Diaqnostic S e r v i c e s  w i l l  be improved through f requent  short- term 
t r a i n i n g  workshops f o r  d i a g n o s t i c  and s e r v i c e  s t a f f  and follow-up 
v i s i t s  by t echn ic i ans  a s s igned  t o  t he  D i sc ip l ina ry  Div is ions  i n  
Kathmandu and o ther  Nepali s p e c i a l i s t s .  In  a d d i t i o n ,  NARC w i l l  
adopt  new r u l e s  which w i l l  a l low the  d i a g n o s t i c  l a b o r a t o r i e s  t o  
charge f o r  s e rv i ces .  S t a t i o n s  w i l l  use t h e s e  revenues t o  expand 
d i a g n o s t i c  a c t i v i t i e s ,  r e p a i r  o r  rep lace  equipment and t o  c o n t r a c t  
f o r  maintenance s e r v i c e s .  The d i agnos t i c  l a b o r a t o r i e s  w i l l  
con t inue  t o  rece ive  a  base ope ra t ing  budget, p r imar i ly  t o  cover t h e  
c o s t s  of ana lyses  performed f o r  t h e  research  s t a t i o n  and f o r  
low-income farmers whose r e q u e s t s  a r e  forwarded through t h e  
ex tens ion  program. Farmers engaging i n d i v i d u a l l y  or c o l l e c t i v e l y  
I n  cash crop product ion,  p r i v a t e  a g r o e n t e r p r i  ses and spec i a l  
development p r o j e c t s  w i l l  be expected t o  pay t h e  f u l l  c o s t  of 
s e r v i c e s ,  excluding s a l a r i e s  but  inc lud ing  a  t e n  percent  s e r v i c e  
charge which w i l l  be d i s t r i b u t e d  a s  a  performance bonus t o  a l l  
l a b o r a t o r y  s t a f f  a t  t h e  end of each f i s c a l  year .  A . I . D .  and HMG/N 
w i l l  ag ree  by s e p a r a t e  p r o j e c t  implementation l e t t e r  on s p e c i f i c  
d e t a i l s  of depos i t  and disbursement of s e r v i c e  revenues and t h e i r  
use  f o r  mutually agreed  purposes.  

d .  The Research Outreach Component w i l l  a l s o  a s s i s t  NARC t o  p rov ide  
I n t e n s i v e  Training and Backstopping through: formal o r i e n t a t i o n  
cou r se s  and workshops f o r  personnel  a t  a l l  l e v e l s  and sus ta ined  
moni tor ing and c o n s u l t a t i o n  by a  s e l e c t  group of experienced 
o f f i c e r s  repor t ing  t o  t h e  NARC Executive D i r e c t o r ' s  o f f i c e .  T h i s  
group--the Support Team f o r  Agr i cu l tu ra l  Research S t a t i o n s  (STARS 
Team)--will spend 50% or more of t h e i r  time v i s i t i n g  research 
s t a t i o n s ,  d i s cus s ing  and c l a r i f y i n g  q u e s t i o n s  on procedures and 
substance w i t h  s t a t i o n  personnel ,  a s s i s t i n g  w i t h  t h e  development of 
c l e a r  s t a t i on - l eve l  r e  search program o b j e c t i v e s  and i n d i c a t o r s ,  and 
reviewing the  o r g a n i z a t i o n  and implementation of research ou t reach  
a c t i v i t i e s .  The c o r e  members of t h e  STARS Team w i l l  i nc lude  a t  
l e a s t  one FSORD O f f i c e r ,  one SERED O f f i c e r ,  and one s t a t i o n  
r e  search management s p e c i a l i s t .  Auxi l ia ry  members may be inc luded  
from key d i s c i p l i n a r y  d i v i s i o n s  and commodity programs t o  prov ide  
s p e c i f i c  e x p e r t i s e  t o  s t a t i o n s .  Long-term and short-term 
e x p a t r i a t e  and Nepali t e c h n i c a l  a s s i s t a n c e  w i l l  be i n t eg ra t ed  i n t o  
t h e  STARS Team. 

Commodity support f o r  t h e  Research Ourreach Component i s  expected 
t o  i nc lude  pick-up t r u c k s  and motorcycles f o r  outreach teams a t  
each of the  e i g h t  r e s e a r c h  s t a t i o n s ;  b i c y c l e s  f o r  p a r t i c i p a t i n g  
ex t ens ion  s t a f f ;  d a t a  measurement and a n a l y s i s  equipment f o r  
measuring outreach t r i a l  y i e l d s  d i s t r i b u t e d  t o  each s t a t i o n  (e .g . ,  
measuring tape ,  s c a l e s ,  mois ture  meters ,  c a l c u l a t o r s ) ;  f i v e  f i e l d  
v e h i c l e s  f o r  long-term e x p a t r i a t e  s p e c i a l i s t s .  I n  add i t i on ,  where 
p r a c t i c a l ,  each of t h e  e i g h t  s t a t i o n s  w i l l  be provided w i t h  a  Fax, 
two computers w i t h  UPS systems w i t h  p r i n t e r s  and appropr ia te  word 
p roces s ing  and s t a t i s t i c a l  a n a l y s i s  sof tware ,  and programmable 
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c a l c u l a t o r s .  The STARS Team and c o u n t e r p a r t  f i e l d  based TA Team 
w i l l  be provided l ap top  computers w i t h  b a t t e r y  packs, p r i n t e r s ,  and 
r e l e v a n t  so£ tware.  

Technica l  a s s i s t a n c e  f o r  t h i s  component w i l l  inc lude two long-term 
s p e c i a l i s t s :  a  Research Outreach S p e c i a l i s t  ( 4 8  person-months) who 
w i l l  work w i t h  FSORD and S E R E D  i n  coo rd ina t ing  and backstopping 
r e sea rch  outreach,  farming system r e s e a r c h ,  and socio-economic 
a c t i v i t i e s  a t  t h e  on-farm research  s i t e s  and a  S t a t i o n  Research and 
Management S p e c i a l i s t  ( 2 6  person-months) t o  a s s i s t  s t a t i o n  
s c i e n t i s t s  and t e c h n i c i a n s  t o  improve research  problem-or ienta t ion 
and s t rengthen  s k i l l s  i n  research  des ign ,  a n a l y s i  s f  i n t e r p r e t a t i o n  
and communication of f ind ings .  Both of t h e  e x p a t r i a t e  s p e c i a l i s t s  
w i l l  be supported by long-term Nepali  s p e c i a l i s t s  and shor t - term 
c o n s u l t a n t s .  

The P r o j e c t  w i l l  a l s o  fund l o c a l  support  c o s t s  under t h e  Research 
Outreach Component. Once NARC has  c r e a t e d  and placed o f f i c e r s  i n  
permanent outreach p o s i t i o n s  a t  each s t a t i o n  and p rov ides  a  c o r e  
support  s t a f f  of four  t o  s i x  o f f i c e r s  t o  both FSORD and S E R E D ,  
A . I . D .  and NARC w i l l  ag ree  on annua l  l o c a l  budget support  f o r  
r e sea rch  s t a t i o n s ,  t o  be provided on a  d e c l i n i n g  b a s i s ,  through t h e  
end of t h e  P r o j e c t ' s  s i x t h  year .  The amount of a s s i s t a n c e  w i l l  be 
c a l c u l a t e d  based on p r i o r  year e x p e n d i t u r e s  and depend upon t h e  
government 's  meeting i t s  commitment t o  i nc rease  i t s  budget share .  
Local  support  c o s t s  w i l l  i nc lude  o p e r a t i n g  c o s t s  of t h e  r e sea rch  
ou t  reach programs, including command a r e a  workshops; pre-and 
p o s t - t r a i n i n g  workshops f o r  p a r t i c i p a t i n g  extension agen t s ;  
s a l a r i e s  f o r  two yea r s  t o  c o n t r a c t  socio-economists f o r  s t a t i o n s  
( w i t h  t h e  expec ta t ion  of f u t u r e  NARC h i r i n g  f o r  t h e s e  p o s i t i o n s ) ;  
and increased  d a i l y  allowance c o s t s  f o r  o f f i c e r s  working a t  f i e l d  
s i t e s .  The P ro j ec t  w i l l  a l s o  p rov ide  dec l in ing  support  f o r  t h e  
o p e r a t i n g  c o s t s  of t he  STARS Team and f o r  t r a v e l  and improved d a i l y  
allowances f o r  d i v i s i o n  and commodity program back-up support f o r  
s t a t i o n  outreach programs. 

The P r o j e c t  w i l l  fund c o s t s  of t r a i n i n g  two Ph.Ds  i n  t h e  U.S. and 
two M.Sc. degree  candida tes  per  y e a r  i n  e l i g i b l e  r eg iona l  
i n s t i t u t i o n s  dur ing  t h e  f i r s t  f o u r  y e a r s  of the  P r o j e c t .  I t  w i l l  
a l s o  fund short- term t r a i n i n g  f o r  q u a l i f i e d  s t a f f  and i n d i v i d u a l  
r e s e a r c h e r  p r o f e s s i o n a l  t r a v e l  t o  r e sea rch  programs, e v e n t s  and key 
i n s t i t u t i o n s  i n  Nepal and I n d i a .  The P ro j ec t  w i l l  support  t h e  
c o s t s  of in-country workshops and t r a i n i n g  a c t i v i t i e s  focus ing  on 
t h e  des ign ,  conduct, a n a l y s i s  and interpretation/communication of 
on-farm and back-up on-s ta t ion r e s e a r c h ,  and t r a v e l  w i th in  t h e  
reg ion  t o  observe f a rmer - in t e r ac t ive  research  programs and r e sea rch  
management innovat ions .  

L a s t l y ,  i t  i s  a n t i c i p a t e d  t h a t  t h e  P r o j e c t  w i l l  fund some support  
f o r  Peace Corps Volunteers who work i n  connection w i t h  components 
of t h e  P r o j e c t ,  by funding t r a v e l  and d a i l y  al lowances,  i n - s e r v i c e  
t r a i n i n g ,  household r en t  and u t i l i t i e s ,  and purchase of s p e c i a l  
t o o l s  and equipment necessary t o  performance of d u t i e s .  
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11. R E S P O N S I B I L I T I E S  OF THE PARTIES 

A .  HMG/N E n t i t i e s :  The NARC w i l l  be the lead HMG/N agency fo r  the 
research components under t he  Project .  NARC w i l l  a s su r e  - 

coordination of research a c t i v i t i e s  through: performance reviews 
which i t  w i l l  d i r e c t  a s  Secre tary  for  the HMG/N In ter -Minis ter ia l  
National Agr icul tura l  Research Coordination Commit t e e ;  semi-annual 
meetings of the  projec t  committee t o  review Action Plan progress, 
provide management guidel ines ,  review and approve a l l oca t i ons .  
NARC w i l l  a l s o  provide program guidance and management support fo r  
c en t r a l ,  d i s t r i c t  and farm/stat ion implementat ion a c t i v i t i e s  
through the  Office of t he  Executive Director.  NARC w i l l  provide 
o f f i c e s  and support s t a f f  a t  NARC for  prime TA and o ther  contractor  
s t a f f  a s  necessary. 

B. F N C C I :  Under t he  Agroenterprise Support Component of the 
Projec t ,  the  F N C C I  w i l l  a c t  a s  a  clearinghouse f o r  information and 
provide an extensive package of services t o  Nepali f i rms  and 
p r iva te  ind iv idua l s  on demand through subcontrac ts  w i t h  loca l  
firms. F N C C I ' s  r e s p o n s i b i l i t i e s  w i l l  be s p e c i f i c a l l y  described i n  
a Cooperative Agreement which i t  w i l l  s i g n  w i t h  A . I . D .  Regular 
coordination between the  F N C C I  and NARC components w i l l  be 
maintained through a  Pro jec t  Steering Committee composed of H M G / N ,  
p r iva te  sec to r ,  U S A I D  and o ther  interested donor representa t ives ,  
a s  agreed upon by the  p r i n c i p a l  p a r t i e s  t o  the  agreement. I n  
add i t ion ,  F N C C I  w i l l  p a r t i c i p a t e  on the RCC and i n  per iodic  Project  
reviews. 

C .  A . I . D . :  A . I . D . ,  through a  designated Pro jec t  Of f i ce r ,  w i l l  
oversee t he  de l ive ry  of P ro jec t  i n p u t s  (u., t e c h n i c a l  a s s i s t ance ,  
pa r t i c i pan t  t r a i n ing ,  commodities, and opera t iona l  support cos t s )  ; 
monitor and evaluate  p ro j ec t  performance and o u t p u t s  w i t h  the HMG/N 
through t h e  semi-annual P ro jec t  reviews; and t h e  performance and 
impact evaluat ions .  The Projec t  of f icer  w i l l  engage i n  regular 
informal meetings w i t h  NARC personnel, make p e r i o d i c  s i t e  v i s i t s ,  
and p a r t i c i p a t e  i n  annual budgeting, programming and review 
processes.  

Formalization of t h i s  P ro jec t  Agreement serves  a s  GON authorizat ion 
fo r  A . I . D .  t o  cont rac t  d i r e c t l y  w i t h  qua l i f i ed  f i r m ( s )  t o  provide 
required t echn ica l  a s s i s t a n c e  services following U .S.  Government 
Federal Acquisi t ion Regulations.  Prior t o  c o n t r a c t i n g  external  or 
loca l  t echn ica l  a s s i s t ance  USAID/Nepal w i l l  review the  scopes of 
work w i t h  t h e  implementing agency. A . I . D .  w i l l  a l s o  negotiate  and 
execute a  Cooperative Agreement w i t h  FNCCI t o  e s t a b l i s h  and operate 
the  A E C .  A . I . D .  w i l l  be responsible for  procur ing  a l l  project  
vehic les  and c e r t a i n  commodities for F N C C I ,  i nc lud ing  computers, 
p r i n t e r s ,  FAX machines, and other of f ice  equipment. A . I . D .  w i l l  
a l s o  arrange "buy-insn t o  appropriate  AID/Washington cen t r a l  
p ro jec t s ,  under t he  Agroenterprise Support Component. I t  i s  a l s o  
expected t h a t  A . I . D .  w i l l  award small value g r a n t s  t o  in ternat ional  
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a g r i c u l t u r e  research cen te r s .  A . 1  . D .  w i l l  be responsible f o r  
d i r e c t  cont rac t ing  f o r  e x t e r n a l  eva lua t ion  and aud i t  s e r v i c e s  a s  
well a s  fo r  commissioning, i n  consu l t a t ion  w i t h  the re levant  HMG 
and/or p r iva te  concerns, spec ia l  marketing s tudies ,  a c t i o n  research 
or small p i l o t  in t e rven t ions .  

D .  Prime Contractor:  Technical a s s i s t a n c e  fo r  the F N C C I  and both 
NARC components w i l l  be provided by a  U . S .  contractor .  The scope 
of work w i l l  involve provis ion  of f i v e  long-term, e x p a t r i a t e  
adv i so r s  and other long-term, l o c a l  profess ional  s t a f f ,  a s  
described i n  preceding sec t ions .  The technica l  a s s i s t a n c e  team 
( e x p a t r i a t e  and Nepali)  w i l l  work i n  d i r e c t  contact w i t h  t h e  NARC 
Executive Director ,  t h e  designated NARC counterpart  s t a f f  and F N C C I  
personnel. 

The cont rac tor  w i l l  provide a l l  admin i s t r a t ive  and l o g i s t i c a l  
support t o  i t s  team members and t o  key Projec t - re la ted  s t a f f  a t  
NARC,  such a s  the  Support Teams f o r  Agricul ture  Research S t a t i o n s  
(STARS)  Team, w i t h  t h e  exception of o f f i c e  space and support s t a f f  
t o  be provided by NARC. The cont rac tor  w i l l  be responsible  f o r  a l l  
p ro jec t  procurement except t h a t  which has  been specif ied a s  
A . 1  . D . ' s  r e s p o n s i b i l i t y .  The con t rac to r  w i l l  a l s o  arrange,  w i t h  
cont rac t  f u n d s ,  spec ia l  t r a i n i n g  i n  research s k i l l s  and processes  
and t r a v e l  t o  profess ional  events  and o the r  relevant programs. 

I t  i s  an t i c ipa ted  t h a t  t h e  cont rac tor  w i l l  sub-contract w i t h  a  
Kathmandu-based firm or f i rms  t o  provide service/maintenance f o r  
p ro jec t  computers and other  o f f i c e  equipment a t  NARC and F N C C I ,  and 
fo r  provision of l o c a l  consul t ing  se rv ices .  

111. M O N I T O R I N G ,  EVALUATION AND A U D I T  

A .  Monitoring and Evaluation: T h e  P r o j e c t  w i l l  include t h r e e  
l e v e l s  of monitoring and evalua t ion .  T h e  f i r s t  w i l l  t rack  t h e  
year-to-year progress  made i n  implementing planned p ro jec t  
a c t i v i t i e s  and inputs .  The second l e v e l  w i l l  focus on t h e  
achievement of desired i n s t i t u t i o n a l  improvements or outputs .  The 
t h i r d  w i l l  a t tempt t o  determine t h e  magnitude of impacts achieved 
w i t h i n  components and by the  P ro jec t  a s  a  whole. 

Year-to-year progress  eva lua t ions  w i l l  be based on six-month 
reviews f o r  both the  ag roen te rp r i se  and research components. 
During t h e  f i r s t  two years ,  the  review w i l l  a l s o  be used t o  a s s e s s  
the  c o l l e c t i o n  of s u i t a b l e  base l ine  da ta  f o r  subsequent impact 
assessments. Should reviews reveal  t h a t  agreed programs a r e  not 
being e f f e c t i v e l y  pursued, the  U S A I D  may c u r t a i l  or r e a l l o c a t e  
planned support a t  the  s i t e ,  a c t i v i t y  or even component l e v e l  u n t i l  
improvements a r e  forthcoming. Through a  review current ly  scheduled 
between 1 9 9 2  and 1993, HMG/N and A . I . D .  w i l l  mutually determine 
whether the  long-term e x p a t r i a t e  TA s e r v i c e s  w i l l  be required up t o  
for ty-e ight  months. 
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I n  a d d i t i o n ,  f o r  NARC, annual  a c t i o n  p l a n s  w i l l  be e s t a b l i s h e d  by 
a p p r o p r i a t e  NARC s t a f f  and t e c h n i c a l  a s s i s t a n c e  team members and be 
submi t t ed  f o r  RCC approva l  and A . 1  .D. concurrence .  Act ion p l a n s  
and subsequent  r ev iews  w i l l  be used a s  a n  ove r s igh t  dev i ce  f o r  RCC 
and A . I . D .  t o  de termine  i f  NARC i s  s y s t e m a t i c a l l y  implementing t h e  
new r u l e s ,  p rocedures  and a u t h o r i t i e s  g ran ted  t o  i t .  USAID/Nepal 
w i l l  a l s o  review t h e  u t i l i z a t i o n  o f  P r o j e c t  suppor t ,  and e s p e c i a l l y  
l o c a l  budgetary  suppor t .  T h e  r e v i e w s  w i l l  be conducted by a  team 
composed of R C C ,  A . I . D .  and o t h e r s .  

Performance o r  ou tpu t  e v a l u a t i o n s  w i l l ,  i n  t he  c a s e  of NARC, a s s e s s  
improvements i n  NARC performance r e s u l t i n g  from t h e  implementat ion 
of sys temic  management changes  and c l i e n t - o r i e n t e d  a c t i v i t i e s .  Key 
performance i n d i c a t o r s  de sc r i bed  i n  t h e  P ro j ec t  Paper w i l l  be set 
o u t  i n  a  s e p a r a t e  implementat ion l e t t e r .  Performance reviews,  
which a r e  a n t i c i p a t e d  i n  1992 and 1994, w i l l  be conducted by t h i r d  
p a r t y  e x t e r n a l  e v a l u a t o r s  and w i l l  p rov ide  t he  b a s i s  f o r  making 
mid-course a d j u s t m e n t s  of a c t i v i t i e s  and f o r  f i n e - t u n i n g  
performance i n d i c a t o r s .  

Beginning w i t h  t h e  1994 Performance Eva lua t ion ,  bu t  cu lmina t ing  i n  
1996, a s s e s smen t s  w i l l  be conducted  t o  determine  t h e  impact of 
i n c r e a s e d  commercial agro-based a c t i v i t y  on s e c t o r a l  performance 
i n c l u d i n g  t h e  va lue  of e x p o r t s ;  i m p a c t s  of i nc r ea sed  market 
p r o d u c t i o n  on farm income and employment; t h e  i n c r e a s e  i n  organized 
farmer  groups  and a g r o - a s s o c i a t i o n s  and t h e i r  impact on commercial 
a g r i c u l t u r a l  a c t i v i t y ,  i n c l u d i n g  promotion of f a v o r a b l e  p o l i c i e s  
and r e g u l a t i o n s ;  t h e  degree  and impact  of g r e a t e r  c l i e n t  
involvement i n  s e t t i n g  and a s s e s s i n g  r e sea r ch  agendas ;  and t he  
l i k e l i h o o d  t h a t  p r o j e c t  s t i m u l a t e d  i n i t i a t i v e s  i n  a g r o e n t e r p r i s e  
and r e s e a r c h  s t r e n g t h e n i n g  w i l l  be c a r r i e d  on once t h e  p r o j e c t  i s  
o v e r .  Impact e v a l u a t i o n s  w i l l  be conducted by e x t e r n a l  c o n s u l t a n t s  
and Nepal i  c o u n t e r p a r t s ,  w i t h  r e s u l t s  p resen ted  f i r s t  t o  A . 1  .D., 
RCC and t h e  F N C C I ,  and then t o  a  b roade r  HMG/N, p r i v a t e  s ec to r  and 
o t h e r  donor aud i ence .  

B .  A u d i t s  

Two t y p e s  of a u d i t  a c t i v i t i e s  w i l l  be supported under t h e  p r o j e c t .  
I n  suppo r t  of t h e  RCC, which i s  a c c o u n t a b l e  t o  HMG/N f o r  NARC 
f i n a n c i a l  management, t h e  P r o j e c t  w i l l  fund both a u d i t  and 
a c c o u n t i n g  t r a i n i n g  f o r  NARC s t a f f  and s p e c i f i c  s t a t i o n  o r  u n i t  
a u d i t s  a t  t h e  r eques t  of RCC. Annual a u d i t s  of t h e  AEC w i l l  be 
suppor ted  under t h e  p r o j e c t  on beha l f  of FNCCI .  A s e p a r a t e  a u d i t  
of t h e  g r a n t  provided t o  FNCCI w i l l  be conducted i n  1995. Most 
a u d i t s  w i l l  be performed by l o c a l l y  recognized a u d i t i n g  f i r m s  a s  
non-f e d e r a l  a u d i t s .  
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I V .  ILLUSTRATIVE FINANCIAL PLAN 

The a t t a c h e d  f i n a n c i a l  p l a n  i s  i l l u s t r a t i v e .  Changes  may be  made 
t o  t h e  p l a n  by r e p r e s e n t a t i v e s  o f  t h e  P a r t i e s  named i n  S e c t i o n  8 .2  
o f  t h i s  Agreement  w i t h o u t  f o r m a l  amendment o f  t h e  Agreement,  
p r o v i d e d  t h a t  s u c h  c h a n g e s  d o  n o t  c a u s e  t h e  amount o f  A . I . D . ' s  
c o n t r i b u t i o n  t o  e x c e e d  t h e  amoun t  s p e c i f i e d  i n  t h e  b a s i c  text  o f  
t h e  Agreement  or  H M G / N 1 s  c o n t r i b u t i o n  t o  be  l e s s  t h a n  t h e  amount 
s p e c i f i e d  i n  t h e  t e x t  o f  t h e  Agreement.  F u t u r e  o b l i g a t i o n s  a r e  
s u b j e c t  t o  t h e  a v a i l a b i l i t y  o f  f u n d s  a n d  m u t u a l  ag r eemen t  of  t h e  
p a r t i e s  t o  p r o c e e d .  

A g r o e n t e r p r i s e  and  Technology  S y s t e m  P r o j e c t  
G r a n t  Agreement 

I l l u s t r a t i v e  F i n a n c i a l  P l a n  
(000  U.S. D o l l a r s )  

A I D  FY* AID* HMG/N P r i v a t e  LOP 
C a t a g o r y  90 91 LOP LOP LOP T o t a l  

T e c h n i c a l  A s s i s t a n c e  160  640 3 ,337 - 3 ,337  

I n s t i t u t i o n a l  
S u p p o r t  

A .  FNCCI 
B .  NARC 

T r a i n i n g  and  
S e r v i c e s  

Commod i t i e s  29  571 8 0 3  - - 8 0 3  

E v a l u a t i o n  - 270 - - 270 

A u d i t  - 100  - - 100  

I n f l a t i o n  - 895  - - 895  

C o n t i n g e n c y  

T o t a l  P r o j e c t  Cost 1 , 0 0 0  1 , 8 6 1  12 ,000  3 ,000  1 ,000  16 ,000  

P r o v i s i o n  o f  s u b s e q u e n t  i n c r e m e n t s  o f  f u n d i n g  a f t e r  FY 90 i s  
s u b j e c t  t o  t h e  a v a i l a b i l i t y  of  f u n d s  a n d  t o  t h e  agreement  o f  t h e  
p a r t i e s  t o  p r o c e e d .  
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GLOSSARY 

A E C  
A E S C  
A 1  D 
ARD 
A RP 
ATSP 
CIMMYT 
E X 0  
FNCCI 
FSORD 
HMG/N 
I ARC 
I BRD 
I C R I  SAT 

I C A R D A  
I DRC 
I ESC 
I R R I  
I SNAR 
LOP 
MOU 
NARC 
NARCC/RCC 
NG 0 
PAC 
PACD 
PP 
PROC 
SERED 
STARS 
UNDP 
us 
USAID/N 
W I D  

Agroenterpr i  se Center  
Agroenterpr i  se Sub-committee 
Agency f o r  I n t e r n a t i o n a l  Development (U.S. ) 
Agr i cu l t u r e  and  Rura l  Development 
Agr i cu l t u r e  Research and Product ion 
Agroen te rpr i se  and Technology Systems P r o j e c t  
I n t e r n a t i o n a l  Cen te r  f o r  Improvement of Maize and Wheat 
Executive O f f i c e  (USAID) 
Federa t ion  of Nepal Chambers of Commerce and I n d u s t r y  
Farming Systems Outreach Research Division 
His Majesty'  s Government (Nepal)  
I n t e r n a t i o n a l  A g r i c u l t u r a l  Research Center 
I n t e r n a t i o n a l  Bank of Recons t ruc t ion  and Development 
I n t e r n a t i o n a l  Crops  Research I n s t i t u t e  f o r  t h e  Semi-Aird 
T rop i c s  
I n t e r n a t i o n a l  Cen te r  f o r  A g r i c u l t u r a l  Research i n  Dry Areas 
I n t e r n a t i o n a l  Development Research Centre 
I n t e r n a t i o n a l  Execu t ive  S e r v i c e s  Corps 
I n t e r n a t i o n a l  Rice  Research I n s t i t u t e  
I n t e r n a t i o n a l  S e r v i c e  f o r  Nat ional  A g r i c u l t u r a l  Research 
L i f e  of P r o j e c t  
Memorandum of Unders tanding 
Nat ional  A g r i c u l t u r a l  Research Centre 
Nat ional  A g r i c u l t u r e  Research Coordination Committee 
Non-Governmental Organ i za t i on  
P ro j ec t  Advisory Committee 
P r o j e c t  A c t i v i t y  Completion Date 
P r o j e c t  Paper 
Procurement Off i c e  (USAID) 
Socio Economic Research Extension Divis ion 
Support Team f o r  A g r i c u l t u r a l  Research S t a t i o n s  
United Nat ions  f o r  Development Program 
United S t a t e s  of America 
United S t a t e s  Agency f o r  I n t e r n a t i o n a l  Development 
Women i n  Development 
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Def in i t i ons :  -4s used i n  t h i s  Annex, t h e  "Agreement" r e f e r s  t o  
t he  P ro j ec t  Grant Agreement t o  which t h i s  Annex i s  a t t a c h e d  and 
of which t h i s  Annex forms a  p a r t .  Terms used i n  t h i s  Annex 
have the  same meaning or  r e f e rence  a s  i n  t h e  Agreement. 

A r t i c l e  A :  P ro j ec t  Implementation L e t t e r s  

To a s s i s t  H i s  Majesty'  s Government of Nepal ( H M G / N )  i n  t h e  
implementation of t h e  P r o j e c t ,  A . I . D . ,  from time t o  t ime ,  w i l l  
i s s u e  P ro j ec t  Implementation L e t t e r s  t h a t  w i l l  f u r n i s h  
a d d i t i o n a l  informat ion about m a t t e r s  s t a t e d  i n  t h i s  Agreement. 
The p a r t i e s  may a l s o  use j o i n t l y  agreed-upon P ro j ec t  
Implementation L e t t e r s  t o  confirm and record t h e i r  mutual  
understanding on a s p e c t s  of t he  implementation of t h i s  
Agreement. P ro j ec t  Implementation L e t t e r s  w i l l  not  be used t o  
amend the  t e x t  of t he  Agreement, but  can be used t o  r eco rd  
r e v i s i o n s  or excep t ions  which a r e  permi t ted  by t h e  Agreement, 
inc lud ing  the  r ev i s ion  of e lements  of t h e  ampl i f ied  d e s c r i p t i o n  
of t h e  P ro j ec t  i n  Annex 1. 

A r t i c l e  B: General Covenants 

S E C T I O N  B . l .  Consu l t a t i on .  The P a r t i e s  w i l l  coope ra t e  
t o  a s su re  t h a t  t h e  purpose of t h i s  Agreement w i l l  be 
accomplished. To t h i s  end, t h e  P a r t i e s ,  a t  the  reques t  of 
e i t h e r ,  w i l l  exchange views on t h e  p r o g r e s s  of t h e  P r o j e c t ,  t h e  
performance of o b l i g a t i o n s  under t h i s  Agreement, t he  
performance of any c o n s u l t a n t s ,  c o n t r a c t o r s ,  or  s u p p l i e r s  
engaged on the  P r o j e c t ,  and o the r  m a t t e r s  r e l a t i n g  t o  t h e  
P r o j e c t .  

S E C T I O N  B . 2 .  Execution of P r o j e c t .  HMG/N w i l l :  

( a )  c a r r y  out  t h e  P r o j e c t  o r  cause i t  t o  be c a r r i e d  out  
w i t h  due d i l i g e n c e  and e f f i c i e n c y ,  i n  conformity w i t h  sound 
t echn ica l ,  f i n a n c i a l ,  and management p r a c t i c e s ,  and i n  
con£ ormity wit.h those  documents, p l a n s ,  s p e c i f i c a t i o n s ,  
c o n t r a c t s ,  schedules  o r  o t h e r  arrangements,  and w i t h  any  
modi f ica t ions  t h e r e i n ,  approved by A . I . D .  pursuant t o  t h i s  
Agreement; and 

( b )  provide q u a l i f i e d  and experienced management f o r ,  
and t r a i n  such s t a f f  a s  may be a p p r o p r i a t e  f o r  t h e  maintenance 
and opera t ion  of t he  P r o j e c t ,  and,  a s  a p p l i c a b l e  f o r  con t inu ing  
a c t i v i t i e s ,  cause t h e  P r o j e c t  t o  be operated and mainta ined i n  
such manner a s  t o  a s s u r e  t h e  con t inu ing  and success fu l  
achievement of t h e  purposes  of t h e  P r o j e c t .  
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SECTION B . 3 .  U t i l i z a t i o n  of Goods and S e r v i c e s  

( a )  Any resources  f inanced  under t h e  Grant w i l l ,  un l e s s  
o therwise  agreed i n  w r i t i n g  by A . I . D . ,  be devoted t o  t h e  
P r o j e c t  u n t i l  t he  completion of t h e  P r o j e c t ,  and t h e r e a f t e r  
w i l l  be used so a s  t o  f u r t h e r  t h e  o b j e c t i v e s  sought i n  c a r ry ing  
ou t  t h e  P r o j e c t .  

( b )  Goods or s e rv i ces  f inanced  under t h e  Grant ,  except 
a s  A . I . D .  may otherwise agree  i n  w r i t i n g ,  w i l l  not  be used t o  
promote or a s s i s t  a  foreign a i d  p r o j e c t  or  a c t i v i t y  a s soc i a t ed  
w i t h  o r  financed by a  country no t  included i n  Code 935 of t h e  
A . I . D .  Geographic Code Book a s  i n  e f f e c t  a t  t h e  t ime of such 
use .  

SECTION B . 4 .  Taxation 

( a )  T h i s  Agreement and t h e  Grant w i l l  be f r e e  from any 
t a x a t i o n  or  f e e s  imposed under laws i n  e f f e c t  i n  t h e  t e r r i t o r y  
of Nepal. 

( b )  To t h e  ex t en t  t h a t  (1) any c o n t r a c t o r ,  including any 
c o n s u l t i n g  f i rm,  any personnel  of such c o n t r a c t o r  f inanced 
under t h e  Grant, and any proper ty  o r  t r a n s a c t i o n  r e l a t i n g  t o  
such c o n t r a c t s  and (2) any commodity procurement t r a n s a c t i o n  
f inanced  under t h e  Grant,  a r e  not  exempt from i d e n t i f i a b l e  
t a x e s ,  t a r i f f s ,  d u t i e s  or  o t h e r  l e v i e s  imposed under laws i n  
e f f e c t  i n  the  t e r r i t o r y  of Nepal, HMG/N w i l l ,  a s  and t o  t he  
e x t e n t  provided i n  and pursuant t o  P r o j e c t  Implementation 
L e t t e r s ,  pay or reimburse t h e  same w i t h  funds  o t h e r  than those  
provided under t h e  Grant. 

SECTION B . S .  Reports,  Records,  I n s p e c t i o n s ,  Audit. 
HMG/N w i l l :  

( a )  fu rn i sh  A . I . D .  such in format ion  and r e p o r t s  r e l a t i n g  
t o  t h e  P ro j ec t  and t o  t h i s  Agreement a s  A . 1  .D .  may reasonably 
r e q u e s t ;  

( b )  mai.ntain or cause t o  be mainta ined,  i n  accordance 
w i t h  genera l ly  accepted account ing p r i n c i p l e s  and p r a c t i c e s  
c o n s i s t e n t l y  app l i ed ,  books and r e c o r d s  r e l a t i n g  t o  t h e  P ro j ec t  
and t o  t h i s  Agreement, adequate t o  show, wi thout  l i m i t a t i o n ,  
t h e  r e c e i p t  and use of goods and s e r v i c e s  acqu i r ed  under the  
Gran t .  Such books and records  w i l l  be a u d i t e d  r e g u l a r l y ,  i n  
accordance  w i t h  genera l ly  accep ted  a u d i t i n g  s t anda rds ,  and 
mainta ined fo r  t h r e e  yea r s  a f t e r  t h e  d a t e  of l a s t  disbursement 
by A . I . D . ;  such books and r e c o r d s  w i l l  a l s o  be adequate t o  show 
t h e  n a t u r e  and ex t en t  of s o l i c i t a t i o n s  of p rospec t ive  s u p p l i e r s  
of goods and s e r v i c e s  acqui red ,  t h e  b a s i s  of award of c o n t r a c t s  
and o r d e r s ,  and t h e  o v e r a l l  p r o g r e s s  of t h e  P r o j e c t  toward 
completion;  and,  
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( c )  a f f o r d  au tho r i zed  r e p r e s e n t a t i v e s  of a  Par ty  t h e  
opportuni ty  a t  a l l  reasonable  t imes t o  i n s p e c t  t h e  P r o j e c t ,  t h e  
u t i l i z a t i o n  of goods and s e r v i c e s  f inanced by such Par ty ,  and 
books, records ,  and o the r  documents r e l a t i n g  t o  t h e  P ro jec t  and 
t h e  Grant. 

S E C T I O N  B.6. Completeness of Informat ion.  HMG/N 
confirms: 

( a )  t h a t  t h e  f a c t s  and ci rcumstances  of which i t  has  
informed A.I.D., o r  cause A.I.D. t o  be informed, i n  t h e  course  
of reaching agreement with A.I.D. on t h e  Grant ,  a r e  accu ra t e  
and complete, and inc lude  a l l  f a c t s  and c i rcumstances  t h a t  
might m a t e r i a l l y  a f f e c t  t h e  P ro jec t  and t h e  d i scha rge  of 
r e s p o n s i b i l i t i e s  under t h i s  Agreement; 

( b )  t h a t  i t  w i l l  inform A . I . D .  i n  t i m e l y  fash ion  of any 
subsequent f a c t s  and ci rcumstances  t h a t  might m a t e r i a l l y  
a f f e c t ,  or t h a t  i t  i s  reasonable  t o  b e l i e v e  might so a f f e c t ,  
t h e  Pro jec t  or t h e  d i scharge  of r e s p o n s i b i l i t i e s  under t h i s  
Agreement. 

SECTION B . 7 .  Other Payments. HMG/N a f f i r m s  t h a t  no 
payments have been or w i l l  be received by any o f f i c i a l  of HMG/N 
i n  connection w i t h  t h e  procurement of goods o r  s e r v i c e s  
f inanced under t h e  Grant ,  except f e e s ,  t a x e s ,  o r  s imi l a r  
payments l e g a l l y  e s t a b l i s h e d  i n  t h e  country of Nepal. 

SECTION B.8. Information and Marking. HMG/N w i l l  g ive  
appropr i a t e  p u b l i c i t y  t o  t h e  Grant and t h e  P r o j e c t  a s  a  program 
t o  which t h e  United S t a t e s  has  con t r ibu ted ,  i d e n t i f y  t h e  
P ro jec t  s i t e ,  and mark goods f inanced by A . I . D . ,  a s  descr ibed  
i n  P ro j ec t  Implementation L e t t e r s .  

A r t i c l e  C: Procurement P rov i s ions  

SECTION C .  1. S p e c i a l  Rules  

( a )  The source and o r i g i n  of ocean and a i r  shipping w i l l  
be deemed t o  be t h e  ocean v e s s e l ' s  or  a i r c r a f t ' s  country of 
r e g i s t r y  a t  t h e  t ime of shipment. 

( b )  Premiums f o r  marine insurance p laced  i n  t h e  
t e r r i t o r y  of Nepal w i l l  be deemed an e l i g i b l e  Foreign Exchange 
Cost ,  i f  o therwise  e l i g i b l e  under Sect ion C . 7 ( a ) .  

( c )  Any motor v e h i c l e s  f inanced under t h e  Grant w i l l  be 
of U n i t e d  S t a t e s  manufacture,  except a s  A . I . D .  may otherwise  
agree  i n  wr i t i ng .  
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( d )  Transportat ion by a i r ,  financed under t h e  Grant ,  of 
property or persons, w i l l  be on c a r r i e r s  holding U n i t e d  S t a t e s  
c e r t i f i c a t i o n ,  t o  t h e  e x t e n t  se rv ice  by such c a r r i e r s  i s  
a v a i l a b l e .  D e t a i l s  on t h i s  requirement w i l l  be descr ibed i n  a  
P ro jec t  Implementation L e t t e r .  

S E C T I O N  C . 2 .  E l i g i b i l i t y  Date. No goods or s e r v i c e s  may 
be financed under t h e  Grant which a r e  procured pursuant t o  
o r d e r s  or  c o n t r a c t s  f i rmly  placed or  entered i n t o  p r i o r  t o  the  
da te  of t h i s  Agreement, except a s  t h e  P a r t i e s  may otherwise 
agree  i n  wr i t ing .  

SECTION C . 3 .  P lans ,  S p e c i f i c a t i o n s ,  and Cont rac ts .  
I n  order  for  the re  t o  be mutual agreement on the  fol lowing 
mat te rs ,  and except a s  the  P a r t i e s  may otherwise agree  i n  
wr i t ing :  

( a )  HMG/N w i l l  f u r n i s h  t o  A . I . D .  upon p repa ra t ion ,  

(1) any p lans ,  s p e c i f i c a t i o n s ,  procurement or 
cons t ruc t ion  schedules, c o n t r a c t s ,  o r  o ther  documentation 
r e l a t i n g  t o  goods or  s e r v i c e s  t o  be financed under t h e  Grant, 
inc luding  documentation r e l a t i n g  t o  t h e  p r e q u a l i f i c a t i o n  and 
s e l e c t i o n  of c o n t r a c t o r s  and t o  t h e  s o l i c i t a t i o n  of b i d s  and 
proposals ;  (Mater ia l  modi f ica t ions  i n  such documentation w i l l  
l ikewise  be furnished t o  A . 1  .D. on prepara t ion .  

( 2 )  such documentation w i l l  a l s o  be furn ished  t o  
A . I . D . ,  upon prepara t ion ,  r e l a t i n g  t o  any goods or  s e r v i c e s ,  
which, though not f inanced under t h e  Grant, a r e  deemed by 
A . 1  . D .  t o  be of major importance t o  the  Pro jec t ;  (Aspects  of 
the  P ro jec t  involving m a t t e r s  under t h i s  subsection ( a )  ( 2 )  w i l l  
be i d e n t i f i e d  i n  P ro jec t  Implementation L e t t e r s . )  

( b )  documents r e l a t e d  t o  t h e  p r e q u a l i f i c a t i o n  of 
c o n t r a c t o r s ,  and t o  t h e  s o l i c i t a t i o n  of b i d s  or p roposa l s  f o r  
goods and se rv ices  financed under t h e  Grant w i l l  be approved by 
A . 1  . D .  i n  wr i t ing  p r i o r  t o  t h e i r  issuance,  and t h e i r  terms w i l l  
inc lude  U n i t e d  S t a t e s  s tandards  and measurements; 

( c )  c o n t r a c t s  and c o n t r a c t o r s  financed under t h e  Grant 
f o r  engineer ing and o the r  p ro fess iona l  serv ices ,  f o r  
cons t ruc t ion  serv ices ,  and f o r  such o the r  serv ices ,  equipment 
or m a t e r i a l s  a s  may be spec i f i ed  i n  P ro jec t  Implementation 
L e t t e r s ,  w i l l  be approved by A . I . D .  i n  wr i t ing  p r i o r  t o  
execut ion of t.he c o n t r a c t ;  (Mate r i a l  modif icat ions i n  such 
c o n t r a c t s  w i l l  a l s o  be approved i n  w r i t i n g  by A . 1  . D .  p r i o r  t o  
execut ion . )  a n d ,  
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( d )  consu l t i ng  f i r m s  used by HMG/N f o r  t h e  P r o j e c t  but 
n o t  f inanced under t h e  Grant ,  t h e  scope of t h e i r  s e r v i c e s  and 
such of t h e i r  personnel  ass igned  t o  t h e  P r o j e c t  a s  A . I . D .  may 
s p e c i f y ,  and c o n s t r u c t i o n  c o n t r a c t o r s  used by HMG/N f o r  the  
P r o j e c t  b u t  not  f inanced under t h e  Gran t ,  s h a l l  be accep tab le  
t o  A . I . D .  

S E C T I O N  C . 4 .  Reasonable P r i c e .  No more t han  reasonable 
p r i c e s  w i l l  be paid  f o r  any goods o r  s e r v i c e s  f inanced ,  i n  
whole o r  i n  p a r t ,  under t h e  Grant .  Such i t e m s  w i l l  b e ~ p r o c u r e d  
on a  f a i r  and, t o  t h e  maximum e x t e n t  p r a c t i c a b l e ,  on a  
compe t i t i ve  b a s i s .  

SECTION C . 5 .  N o t i f i c a t i o n  t o  P o t e n t i a l  Supp l i e r s .  To 
permi t  a l l  United S t a t e s  f i r m s  t o  have t h e  oppor tun i ty  t o  
p a r t i c i p a t e  i n  f u r n i s h i n g  goods and s e r v i c e s  t o  be f inanced 
under t h e  Grant ,  HMG/N w i l l  f u r n i s h  A . I . D .  such informat ion 
w i t h  regard t h e r e t o ,  and a t  such t imes ,  a s  A . I . D .  may request  
i n  P r o j e c t  Implementation L e t t e r s .  

SECTION C . 6 .  Shipping. 

( a )  Goods which a r e  t o  be t r a n s p o r t e d  t o  t h e  t e r r i t o r y  
of Nepal may not  be f inanced under t h e  Grant i f  t r anspo r t ed  
e i t h e r :  (1) on an ocean ves se l  o r  a i r c r a f t  under t h e  f l a g  of a  
coun t ry  which i s  not  included i n  A . I . D .  Geographic Code 935 a s  
i n  e f f e c t  a t  t h e  time of shipment, o r  ( 2 )  on an  ocean vesse l  
which A . I . D . ,  by w r i t t e n  n o t i c e  t o  HMG/N,  h a s  des igna ted  a s  
i n e l i g i b l e ,  or  ( 3 )  under an ocean o r  a i r  c h a r t e r  which has  not  
r ece ived  p r i o r  A . I . D .  approval .  

( b )  Cos t s  of ocean or a i r  t r a n s p o r t a t i o n  (o f  goods or  
p e r s o n s )  and r e l a t e d  d e l i v e r y  s e r v i c e s  may no t  be f inanced 
under t h e  Grant ,  i f  such goods o r  p e r s o n s  a r e  c a r r i e d :  (1) on 
a n  ocean ves se l  under t h e  f l a g  of a  count ry  n o t ,  a t  t h e  time of 
shipment,  i d e n t i f i e d  under t h e  paragraph of t h e  Agreement 
e n t i t l e d  "Procurement Source: Fore ign  Exchange Cos t s , "  without 
p r i o r  w r i t t e n  A . I . D .  approval  or  on a  non-U.S. f l a g  a i r  c a r r i e r  
i f  a  U.S. f l a g  c a r r i e r  i s  a v a i l a b l e  ( i n  accordance w i t h  
c r i t e r i a  which may be conta ined i n  P r o j e c t  Implementation 
L e t t e r s )  without p r i o r  w r i t t e n  A . I . D .  approva l ;  o r  ( 2 )  on an 
ocean ves se l  which A . I . D . ,  by w r i t t e n  n o t i c e  t o  HMG/N, has  
de s igna t ed  a s  i n e l i g i b l e ;  o r  ( 3 )  under an  ocean ves se l  o r  a i r  
c h a r t e r  which h a s  not received p r i o r  A . I . D .  approva l .  

( c )  Unless A . I . D .  de te rmines  t h a t  p r i v a t e l y  owned United 
S t a t e s - f l a g  commercial ocean v e s s e l s  a r e  not  a v a i l a b l e  a t  f a i r  
a n d  reasonable r a t e s  f o r  such v e s s e l s ,  (1) a t  l e a s t  f i f t y  
2 e r c e n t  ( 5 0 % )  of t h e  g ros s  tonnage of a l l  goods (computed 
s e p a r a t e l y  f o r  d ry  bulk c a r r i e r s ,  d r y  cargo l i n e r s  and t a n k e r s )  
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f i n a n c e d  by A . 1  .D .  which may be t r a n s p o r t e d  on ocean v e s s e l s  
w i l l  be t r a n s p o r t e d  on p r i v a t e l y  owned U n i t e d  S t a t e s - f l a g  
commercial  v e s s e l s ,  and ( 2 )  a t  l e a s t  f i f t y  p e r c e n t  ( 5 0 % )  of t h e  
g r o s s  f r e i g h t  r evenue  g e n e r a t e d  by a l l  s h i p m e n t s  f i n a n c e d  by 
A . I . D .  and  t r a n s p o r t e d  t o  t h e  t e r r i t o r y  of  Nepal  on d r y  c a r g o  
l i n e r s  s h a l l  be p a i d  t o  o r  f o r  t h e  b e n e f i t  of p r i v a t e l y  owned 
United S t a t e s - f l a g  commercial  v e s s e l s .  Compliance w i t h  t h e  
r e q u i r e m e n t s  of  (1) and ( 2 )  of t h i s  s u b - s e c t i o n  must be 
ach ieved  w i t h  r e s p e c t  t o  both  any  c a r g o  t r a n s p o r t e d  from U.S. 
p o r t s  and any  c a r g o  t r a n s p o r t e d  from non-U.S. p o r t s ,  computed 
s e p a r a t e l y .  

SECTION C.7. I n s u r a n c e  

( a )  Mar ine  i n s u r a n c e  on goods f i n a n c e d  by A . I . D .  which 
a r e  t o  be t r a n s p o r t e d  t o  t h e  t e r r i t o r y  of  Nepal may be f i n a n c e d  
a s  a F o r e i g n  Exchange Cost under  t h i s  Agreement p r o v i d e d  (1) 
such i n s u r a n c e  i s  p l a c e d  a t  t h e  lowes t  a v a i l a b l e  c o m p e t i t i v e  
r a t e ,  and ( 2 )  c l a i m s  t h e r e u n d e r  a r e  p a y a b l e  i n  U.S. d o l l a r s  o r ,  
a s  A . I . D .  may a g r e e  i n  w r i t i n g ,  i n  t h e  c u r r e n c y  i n  which such 
goods were f i n a n c e d  o r  i n  any  f r e e l y  c o n v e r t i b l e  c u r r e n c y .  I f  
HMG/N by s t a t u t e ,  d e c r e e ,  r u l e ,  r e g u l a t i o n ,  o r  p r a c t i c e  d i s -  
c r i m i n a t e s  w i t h  r e s p e c t  t o  A . 1  .D.-financed p rocuremen t  a g a i n s t  
any mar ine  i n s u r a n c e  company a u t h o r i z e d  t o  d o  b u s i n e s s  i n  any  
S t a t e  of t h e  Un i t ed  S t a t e s ,  t h e n  a l l  goods  s h i p p e d  t o  t h e  
t e r r i t o r y  o f  Nepal  f i n a n c e d  by A . I . D .  h e r e u n d e r  w i l l  be i n s u r e d  
a g a i n s t  m a r i n e  r i s k s  and s u c h  i n s u r a n c e  w i l l  be p l a c e d  i n  t h e  
United S t a t e s  w i t h  a  company o r  companies  a u t h o r i z e d  t o  d o  a  
marine i n s u r a n c e  b u s i n e s s  i n  a  S t a t e  of t h e  U n i t e d  S t a t e s .  

( b )  Excep t  a s  A . 1  . D .  may o t h e r w i s e  a g r e e  i n  w r i t i n g ,  
HMG/N will i n s u r e ,  o r  c a u s e  t o  be i n s u r e d ,  goods  f i n a n c e d  under  
t h e  Gran t  i m p o r t e d  f o r  t h e  P r o j e c t  a g a i n s t  r i s k s  i n c i d e n t  t o  
t h e i r  t r a n s i t  t o  t h e  p o i n t  of t h e i r  use i n  t h e  P r o j e c t ;  such 
i n s u r a n c e  w i l l  be  i s s u e d  on t e r m s  and  c o n d i t i o n s  c o n s i s t e n t  
w i th  sound commerc ia l  p r a c t i c e  and w i l l  i n s u r e  t h e  f u l l  v a l u e  
of t h e  goods .  Any i n d e m n i f i c a t i o n  r e c e i v e d  by HMG/N u n d e r  such 
i n s u r a n c e  w i l l  be used  t o  r e p l a c e  o r  r e p a i r  a n y  m a t e r i a l  damage 
o r  any l o s s  o f  t h e  goods i n s u r e d  o r  w i l l  be u s e d  t o  r e imburse  
HMG/N f o r  t h e  r e p l a c e m e n t  o r  r e p a i r  of such goods.  Any such 
r e p l a c e m e n t s  w i l l  be of s o u r c e  and  o r i g i n  of  c o u n t r i e s  l i s t e d  
i n  A . 1  . D .  G e o g r a p h i c  Code 935 a s  i n  e f f e c t  a t  t h e  time of 
r ep lacemen t ,  a n d ,  e x c e p t  a s  t h e  P a r t i e s  may a g r e e  i n  w r i t i n g ,  
w i l l  be o t h e r w i s e  s u b j e c t  t o  t h e  p r o v i s i o n s  of  t h e  Agreement. 

SECTION C .  8 .  U .S. Government-Owned E x c e s s  P r o p e r t y .  
HMG/N a g r e e s  t h a t  wherever  p r a c t i c a b l e ,  U n i t e d  S t a t e s  
Government-owned e x c e s s  p e r s o n a l  p r o p e r t y ,  i n  l i e u  of new items 
f i n a n c e d  u n d e r  t h e  G r a n t ,  should  be u t i l i z e d .  Funds  unde r  t h e  
Grant  may be u s e d  t o  f i n a n c e  t h e  c o s t s  of o b t a i n i n g  such 
p r o p e r t y  f o r  t h e  P r o j e c t .  
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A r t i c l e  D: T e r m i n a t i o n ;  Remed ie s  

SECTION 3.1. T e r m i n a t i o n .  E i t h e r  P a r t y  may t e r m i n a t e  
t h i s  Agreement by g i v i n g  t h e  o t h e r  P a r t y  30 d a y s  w r i t t e n  
n o t i c e :  ~ e r m i n a t i o n  o f  t h i s  Agreement  will t e r m i n a t e  a n y  
o b l i g a t i o n s  o f  t h e  P a r t i e s  t o  p r o v i d e  f i n a n c i a l  o r  o t h e r  
r e s o u r c e s  t o  t h e  P r o j e c t  p u r s u a n t  t o  t h i s  Agreement ,  e x c e p t  
f o r p a y m e n t  which t h e y  a r e  c o m m i t t e d  t o  make p u r s u a n t  t o  non- 
c a n c e l l a b l e  colnmitments  e n t e r e d  i n t o  w i t h  t h i r d  p a r t i e s  p r i o r  
t o  t h e  t e r m i n a t i o n  o f  t h i s  Agreement .  I n  a d d i t i o n ,  upon  s u c h  
t e r m i n a t i o n  A . 1  . D .  may, a t  A . I . D . ' s  e x p e n s e ,  d i r e c t  t h a t  t i t l e  
t o  g o o d s  f i n a n c e d  u n d e r  t h e  G r a n t  b e  t r a n s f e r r e d  t o  A . I . D .  i f  
g o o d s  a r e  f rom a  s o u r c e  o u t s i d e  N e p a l ,  a r e  i n  a  d e l i v e r a b l e  
s t a t e  a n d  have  n o t  b e e n  o f f l o a d e d  i n  p o r t s  of  e n t r y  o f  N e p a l .  

SECTION D.2. R e f u n d s  

( a )  I n  t h e  case o f  a n y  d i s b u r s e m e n t  which  i s  n o t  
s u p p o r t e d  by v a l i d  d o c u m e n t a t i o n  i n  a c c o r d a n c e  w i t h  t h i s  
Agreement ,  o r  which  i s  n o t  made o r  u s e d  i n  a c c o r d a n c e  w i t h  t h i s  
Agreement ,  o r  x h i c h  w a s  f o r  g o o d s  o r  s e r v i c e s  n o t  u s e d  i n  
a c c o r d a n c e  w i t h  t h i s  Agreement ,  A . I . D . ,  n o t w i t h s t a n d i n g  t h e  
a v a i l a b i l i t y  o r  e x e r c i s e  o f  a n y  o t h e r  r e m e d i e s  u n d e r  t h i s  
Agreement ,  may r e q u i r e  HMG/N t o  r e f u n d  t h e  amount o f  s u c h  
d i s b u r s e m e n t  i n  U.S. D o l l a r s  t o  A . I . D .  w i t h i n  s i x t y  ( 6 0 )  d a y s  
a f t e r  r e c e i p t  o f  a r e q u e s t  t h e r e f o r .  

( b )  I f  t h e  f a i l u r e  o f  HMG/N t o  comply w i t h  a n y  o f  i t s  
o b l i g a t i o n s  u n d e r  t h i s  Agreement  h a s  t h e  r e s u l t  t h a t  g o o d s  o r  
s e r v i c e s  f i n a n c e d  u n d e r  t h e  G r a n t  a r e  n o t  u s e d  e f f e c t i v e l y  i n  
a c c o r d a n c e  w i t h  t h i s  Agreement ,  A . I . D .  may r e q u i r e  HMG/N t o  
r e f u n d  a l l  o r  a n y  p a r t  o f  t h e  amount o f  t h e  d i s b u r s e m e n t s  u n d e r  
t h i s  Agreement f o r  s u c h  g o o d s  o r  s e r v i c e s  i n  U . S .  D o l l a r s  t o  
A . I . D .  w i t h i n  s i x t y  d a y s  a f t e r  r e c e i p t  o f  a  r e q u e s t  t h e r e f o r .  

( c )  The r i g h t  u n d e r  s u b s e c t i o n  ( a )  o r  ( b )  t o  r e q u i r e  a  
r e f u n d  o f  a  d i s b u r s e m e n t  w i l l  c o n t i n u e ,  n o t w i t h s t a n d i n g  a n y  
o t h e r  p r o v i s i o n  o f  t h i s  Agreement ,  f o r  t h r e e  y e a r s  f r o m  t h e  
d a t e  o f  t h e  l a s t  d i s b u r s e m e n t  u n d e r  t h i s  Agreement .  

( d )  (1) Any r e f u n d  u n d e r  s u b s e c t i o n  ( a )  o r  ( b ) ,  o r  ( 2 )  
a n y  r e f u n d  t o  A . I . D .  f r o m  a  c o n t r a c t o r ,  s u p p l i e r ,  b a n k  o r  o t h e r  
t h i r d  p a r t y  w i t h  r e s p e c t  t o  g o o d s  o r  s e r v i c e s  f i n a n c e d  u n d e r  
t h e  G r a n t ,  which r e f u n d  r e l a t e s  t o  a n  u n r e a s o n a b l e  p r i c e  f o r  o r  
e r r o n e o u s  i n v o i c i n g  o f  g o o d s  o r  s e r v i c e s ,  o r  t o  g o o d s  t h a t  d i d  
n o t  conform t o  s p e c i f i c a t i o n s ,  o r  t o  s e r v i c e s  t h a t  were 
i n a d e q u a t e ,  w i l l  ( A )  be  made a v a i l a b l e  f i r s t  f o r  t h e  c o s t  o f  
g o o d s  a n d  s e r v i c e s  r e q u i r e d  f o r  t h e  P r o j e c t ,  t o  t h e  e x t e n t  
j u s t i f i e d ,  and ( B )  t h e  r e m a i n d e r ,  i f  a n y ,  w i l l  b e  a p p l i e d  t o  
r e d u c e  t h e  amount o f  t h e  G r a n t .  
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( e )  Any i n t e r e s t  o r  o t h e r  e a r n i n g s  on G r a n t  f u n d s  
d i s b u r s e d  by A . 1  . D .  t o  HMG/N u n d e r  t h i s  Agreement  p r i o r  t o  t h e  
a u t h o r i z e d  use o f  s u c h  f u n d s  f o r  t h e  P r o j e c t  w i l l  be  r e t u r n e d  
t o  A . I . D .  i n  U . S .  D o l l a r s  by HMG/N.  

SECTION D . 3 .  Nonwaiver o f  R e m e d i e s .  No d e l a y  i n  
e x e r c i s i n g  a n y  r i g h t  o r  remedy a c c r u i n g  t o  a  P a r t y  i n  
c o n n e c t i o n  w i t h  i t s  f i n a n c i n g  u n d e r  t h i s  Agreement  w i l l  be  
c o n s t r u e d  a s  a  w a i v e r  of such  r i g h t  o r  remedy.  

S E C T I O N  D . 4 .  A s s i g n m e n t .  HMG/N a g r e e s ,  upon r e q u e s t ,  t o  
e x e c u t e  a n  a s s i g n m e n t  t o  A . I . D .  of  a n y  c a u s e  of a c t i o n  which 
may a c c r u e  t o  HMG/N i n  c o n n e c t i o n  w i t h  o r  a r i s i n g  o u t  o f  t h e  
c o n t r a c t u a l  p e r f o r m a n c e  o r  b r e a c h  o f  p e r f o r m a n c e  by a  p a r t y  t o  
a  d i r e c t  U . S .  D o l l a r  c o n t r a c t  w i t h  A . I . D .  f i n a n c e d  i n  whole  o r  
i n  p a r t  o u t  of  f u n d s  g r a n t e d  by A . I . D .  u n d e r  t h i s  Agreement .  


