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MillENNIUM CHAllENGE
CORPORATION

(MCC FR 05-05)

Notice of Entering Into a Compact With
the Government of Madagascar

AGENCY: Milennium Challenge
Corporation.
ACTION: Notice.

SUMMARY: In accordance with Section
610(b)(2) ofthe Milennium Challenge
Act of 2003 (Pub. L. 108-199, Division
D), the Milennium Challenge
Corporation is publishing a detailed
summary and text of the Milennium
Challenge Compact between the
Government of the Republic of
Madagascar and the United States of
America acting through the Milennium
Challenge Corporation. Representatives
of the United States Government and
the Republic of Madagascar executed
the Compact documents on April 18,
2005.

Dated: April 25, 2005.

John C. Mantini,
Acting General Counsel, Mjlennjum
Challenge Corporation.

Summary of the Milennium Challenge
Compact With the Republic of
Madagascar

Poverty in Madagascar is
overwhelmingly rural. Rice yields have
consistently been among the world'
lowest over the last forty years and
fertilzer use is one-twelfth the African
average. In this setting, the most
effective vehicle to reduce poverty is for
the rural poor to invest in their land,
employ proven technology to enhance
productivity, improve farming methods,
and sell to new markets. Consequently,
the Government of the Republic of
Madagascar ("GoM" ) asked MCC to
support a major effort to attack two of
its root causes of poverty: a poorly-
functioning financial system that fails to
serve the rural poor and a weak land-
titlng system that fails to provide
legally-recognized collateral to support
credit and investments in poor rural
areas. Further, the Malagasy believe that
reforming the weak land-titling system
wil increase trust in the government
and encourage further reform. Finally,
improved property rights in land wil
also help reduce the incentive to engage

in environmentally destructive
practices, such as slash-and-burn
farming, that threaten this uniquely
diverse eco-system.
The Program wil address rural

poverty on two geographic levels:
certain activities wil be implemented
on a national basis and other activities

shall be implemented in five high
potential agricultural Zones, one of
which has already been identified.

The Land Tenure Project of this
Compact supports formalizing the titling
and surveying systems, modernizing the
national land registry, and
decentralizing services to rural citizens.
The Finance Project includes measures
to make financial services available to
rural areas , improve credit skils
training, and create a streamlined
national payments system that is
expected to bring delays in check
settlement down from 45 to 3 days. The
Agricultural Business Investment
Project wil help support farmers and
entrepreneurs identify new markets and
improve their production and marketing
practices.

Program Activites, Costs and
Performance

Financial Plan Summary Cost
($ thousands)

803
888

1. Land Tenure .....................
2. Finance .............................
3. Agricultural Business In-

vestment Opportunities .....
4. Monitoring and Evaluation
5. Fiscal and Procurement

Management and Audits ...
6. Program Administration ....

683
375

871
153

Total Estimated MCC Con-
tribution .......................... 109,773

A. Land Tenure Project ($37.8 Milion
Over Four Years)

The informal and uncertain land
ownership prevalent today means that
poor familes are reluctant to invest in
improving the land they farm and have
difficulty transferring property outside
of people they know. In addition, much
of the rural poor lack personal assets to
invest themselves, even if they are
wiling to do so, and inadequately
recorded land assets cannot be used as
loan collateral. Consequently, producers
cannot access credit to purchase
supplies to expand production and
reach domestic or export markets.

The existing Madagascar land
registration system is an expensive and
slow paper system with little
penetration in rural areas. GoM has
processed 1, 500 titles per year over the
past fifteen years. In 2002, there were
200,000 requests for land titles. Less
than 7% of the country s land is titled.
Based on current capacity, the backlog
of registration requests could take over
one hundred years to process.

In addition, the land tenure problem
is the primary barrier to increased rural
investment and limits agricultural
productivity growth. Unregistered,

untitled land cannot be used as

collateral against loans to generate
revenue. Recognizing this, GoM has
already established a National Land
Policy Framework (PNF).

Activities under this Project include:
. Supporting the PNF by developing

new land laws and guiding
implementation;

. Creating a land database using

satellte imaging and improving the
abilty of the National Land Service
Administration to restore damaged titles
and surveys and issue new titles and
certificates;

. Establishing local land management
offces and training offcials in land
titling;

. Introducing standardized land

registration into the project Zones; and
. Refining techniques for information

gathering and dissemination on land
tenure issues.

The Land Tenure Project aims to by
its completion significantly reduce the
time and cost of carrying out property
transactions within the Madagascar land
registration system and it is expected to
issue titles or certificates covering
approximately 250,000 hectares.

B. Finance Project ($35.9 Milion Over
Four Years)

Of twelve African countries with
populations between 10 and 20 milion,

Madagascar has the lowest density of
banking accounts with only 208,000
(relative to a population of nearly 17
milion), total formal banking system
credit representing only 4% of GDP and
micro finance available to only 5% of
households. The country s archaic
internal payments system continues to
be a drag on economic development.
Ground transport is stil used to move
documents and cash. Bank deposits are
generally non-interest bearing and
loaned out to finance large enterprises
and the government deficit. Until 2004
most companies were not required to
produce audited financial statements
and there are currently only 70 certified
accountants in the country.

Without a centralized reporting
system or widespread use of consistent
financial reporting standards, lenders
cannot verify the creditworthiness of
applicants, thus, making lending
decisions very risky. Local banks
specializing in small loans are almost
non-existent. Routine transfers between
banks can take up to 45 days, making
banking difficult if not impossible for
the rural poor. The financial sector
activities are designed to reduce risk in
the country s financial system which
wil contribute to the increasing
availabilty of financial services in rural
areas.



22066 Federal Register/Vol. 70, No. 81/Thursday, April 28, 2005/Notices

Activites under this Project include:
. Improving financial system

effciency by modernizing banking laws
and laws regulating financial
instruments and markets;

. Mobilzing rural savings by making
new treasury instruments available to
savings institutions, entrepreneurs, and
households;

. Making National Savings Bank

savings products available in rural areas
and establishing Micro Finance
Institutions (MFIs) credit lines;

. Improving credit skils training and
accounting standards to improve the
creditworthiness of borrowers; and

. Modernizing the interbank payment
system to reduce risk and bring delays
in settlement down from 45 days to 3
days.

At completion , the Financial Sector
Reform Project should result in a more
effcient banking system with a larger
number of households having access to
formal loan and savings products.

C. Agricultural Business Investment
Project ($17. 7 Milion Over Four Years)

The agricultural business investment
activities are designed to build local and
regional capacity to identify and access
profitable agribusiness market
opportunities which wil increase
investments and, thereby, incomes in
rural areas. This Project wil identify
Madagascar s best investment
opportunities. In addition, there wil be
a large rural information campaign and

training programs in agribusiness
technology and management and
marketing skils.

Activities under this Project include:
. Creating and operating five

Agricultural Business Centers (ABCs) in

the five Zones to train rural farmers and
entrepreneurs in good business
practices and identifying the Zones;

. Establishing a National

Coordinating Center (NCC) to link the
five ABCs with Malagasy government
agencies;

. Identifying investment
opportunities by researching local,
regional and international markets and
communicating these to local farmers
and entrepreneurs; and

. Teaching technical and business

management and marketing skils in the
five Zones.

The Agricultural Business Investment
Project is designed to complement the
land titling and financial reform
activities by providing the knowledge
needed to improve the productivity of
farmers and entrepreneurs. The Project
wil identify the five targeted Zones in
which the Program activities wil be
undertaken. It should also significantly
improve production technologies and
the market access capacity of the
beneficiaries.

D. Measuring Outcome and Impact ($3.4
Milion)

The objective of the Program is to
reduce poverty in Madagascar through

increasing investment in rural areas.
The three Program components wil be
evaluated based on their contribution to
three principal indicators:

. Increase in household income in
each of the Zones;

. Increase in land productivity in

each of the Zones (e.g., agricultural
output per hectare); and

. Increase investment in each of theZones. 
These indicators, together with others

at the individual Project activity level
(described in the table below), wil be
used to measure the impact of the
Program and implementation progress
in accordance with the guidelines set
forth in the Monitoring and Evaluation
Plan.

MCC and Madagascar have agreed to
a series of benchmark indicators to
measure progress on the Compact. MCC
is also providing initial funding under
Section 609(g) of the Milennium
Challenge Act to initiate baseline data
collection before the Compact enters
into force. The use of such funds wil
provide baselines for the three
indicators and would have independent
capacity-building value to the Malagasy
National Institute for Statistics.

The tables below summarize certain
of the anticipated interim measurements
and estimated targets for each Project.

Land tenure project activities Measures Estimated targets

. Support the Development of the Malagasy . Submission and passage of new legislation . Land legislation that recognizes improved
National Land Policy Framework that recognizes improved land tenure pro- land tenure procedures adopted by Month
Improve the Ability of the National Land cedures, documents (certificates) and tech- 15.

Service Administration to Provide Land Serv- niques . 100% of approximately 800,000 documents
ices . Percentage of land documents inventoried, inventoried, 300,000 damaged land docu-
Decentralization of Land Services restored, and/or digitized ments restored and 400,000 of the existing

. Land Regularization in Target Zones . Percent of land in pilot sites in the Zones documents digitized.
Information Gathering, Analysis and Dis- that is securely demarcated and registered . 100% of approximately 250,000 hectares

semination . Average time and cost required to carry demarcated.
out property transactions at national and
local levels

Finance project activities Measures Estimated targets

. Promote Legal and Regulatory Reform . Submission, passage, and implementation Legislation permitting a multi-tiered finan-

. Reform Sovereign Debt Management and of new legislation that permit a multi-tiered cial system submitted by Month 5.
Issuance financial system as recommended by out- . Check clearing delay reduced form

. Strengthen the National Savings Bank side experts and relevant commissions days to 3 days.
Provide New Instruments for Agribusiness . Number of holders of smaller denomination . Growth rate of volume of funds in the pay-

Credit treasury bils ment system to exceed GDP growth rate.
. Modernize National Interbanks Payments . Volume of treasury bil holdings . MFI portolio-at-risk delinquency rate

Systems . Number of treasury bills held outside of reaches and remains steady at 4-6%.
. Improve Credit Skils Training, Increase Antananarivo . $5 milion increase in MFI lending in the

Credit Information and Analysis . Check clearing delay Zones.
. Volume of funds in the payment system
. Volume of microfinance institution (MFI)

lending in the targeted zones
. MFI portfolio-at-risk delinquency rate

Reporting of credit and payment informa-
tion to a central database
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Agriculture business investment project activi-
ties

Estimated targetsMeasures

. Create and Operate Five ABCs

. Create NCC and Coordinate Activities with
GoM Ministries and ABCs and Identify the
Zones
Identify the Investment Opportunities
Build Management Capacity in the Zones

. Zones identified and cost-effective invest-
ment strategies developed

. Number of farms and enterprises employ-
ing technical assistance received

. Number of farms/enterprises receiving/so-
liciting information on business opportuni-
ties

. Five Zones identified and cost-effective in-
vestment strategies developed by Month
12.

. One agribusiness investment strategy de-
veloped for each zone.

. Value of change in marketing and produc-
tion techniques exceeds costs.

E. Fiscal and Procurement Management
and Audits ($7. 9 Milion)

Financial administration,
procurement and financial and
performance audits are budgeted at $7.
milion over four years.

Funds control for the MCA Program
wil be managed by a separate fiscal
agent identified using a competitive
process. A modifed version of
Madagascar s procurement law-which
was written with technical assistance
from international donors-wil govern
procurements in the Compact.
Disbursements wil be made
periodically based on performance,
projected cash requirements, and
compliance with provisions in the
Compact and related documents.
The Program wil be supplemented by

a fiscal accountability plan, setting forth
principles on funds control, accounting,

financial reporting, auditing, and
disbursement.

F. Program Management ($7. 2 Milion)

Program management, which includes
personnel , offce space, equipment, and
general administrative costs, is budgeted
at approximately $7. 2 milion over four
years.

The management and control
structure is consistent with a priority
identified by GoM in the PRSP: a
commitment to public-private
partnership in the management of key
public enterprises. MCA-Madagascar
wil include representatives of GoM, the
private sector , NGOs and intended
beneficiaries. They wil recruit key
managers from both the public and
private sectors. A simplified version of
this structure is presented below.

MCA Madagascar wil be headed by a
Steering Committee which wil act like
a Board of Directors for MCA-
Madagascar and be composed of the
Chief of Staff of the President; the
Secretaries General of each of the
following Ministries: Agriculture,
Livestock and Fisheries; Economy,
Finance and Budget; Industry,
Commerce and Private Sector
Development; and three non-
government members (e.g. civil society
or private sector representatives) who

wil be members of an Advisory
Council.

The Steering Committee wil appoint
a management team , composed of a
Managing Director, a Manager of
Administration and Finance, a Manager
of Monitoring and Evaluation, a
Manager of Procurement, and three
Project Managers with responsibility for
each of the three project areas. MCC
intends to place one, or possibly two,
MCC field representative(s) in
Madagascar to monitor and provide
support to MCA-Madagascar (including
full observer and information rights
with respect to the Steering Committee).
However, MCA-Madagascar wil have
the primary role for Program
implementation and management.
The Advisory Council wil be an

independent body made up of
beneficiary representatives (including

civil society and private sector
representatives) who wil have a regular
opportunity to provide the Steering
Committee and MCA-Madagascar
management with their views or
recommendations on the performance
and progress of implementation.

Other Highlights

Consultative Process: In developing
the concepts for the activities covered in
this Compact , GoM engaged in a
consultative process solely focused on
MCC. An introductory national
workshop was organized on September
16, 2004 (consisting of more than 350
participants, including President
Ravolomanana) to describe the MCA
and discuss obstacles to economic
growth and poverty reduction.

GoM then organized six regional
consultative workshops, each consisting
of 50 to 150 representatives ofthe
business community, non-governmental
organizations, civil society and donors
in Antsiranana, Antsirabe, Mahajanga
Toliary, Fianarantsoa, and Toamasina
and one national workshop in
Antananarivo. During this period, GoM
also ran radio and TV broadcasts on the
MCA, soliciting on-air input, and
published newspaper advertisements
that announced meetings and called for
submission of proposal ideas.

There is broad agreement among the
Malagasy and donors that the activities
suggested in the Malagasy Compact
proposal are priorities for addressing
poverty reduction through economic
growth.

Sustain ability: The Program activities
are largely focused on promoting
investment opportunities through
unleashing the rural private sector.
Sustainabilty wil result from rural
producers taking advantage of the
increased access to financial resources
and information. A number of Program
activities wil be reinforced by a system
of graduated user fees for services,
including land titling, registration,
credit reporting, banking services, and
technical assistance provided by the
ABCs.

Environment: Madagascar is home to
some 10,000 endemic plant species, 316
endemic reptile species and 109
endemic bird species. It is also home to
71 primates found only there. This
unique eco-system is threatened by the
prevalence of slash and burn
agriculture. Instituting secure land
tenure wil confer an incentive on

landowners to make investments that
preserve and enhance the productivity
of the land' s natural capital rather than
practice destructive farming techniques.
The Agricultural Business Investment
Project wil encompass sustainable
agriculture principles to design
interventions sensitive to the
environment.

Donor Coordination: The Program
complements and supplements efforts
by other donors in each of the areas
being addressed. Increasing rural
incomes is the focus of the Malagasy
national development strategy and
numerous donors are supporting the
achievement of this goal. The EU, World
Bank, IFAD, FAD and AFD are all active
in supporting various elements of the
PNF. Similarly, World Bank, UNDP,
AFD, ILO and USAID have funded
activities to build capacity of micro-
finance institutions. Finally, IFC and
US AID efforts wil be complemented by
the Agricultural Business Investment
Project.
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Summary and Conclusion

Madagascar has undertaken structural
reforms, created a more favorable
environment for private investment and
taken steps to integrate into the world
economy. These policies have improved
macroeconomic stabilty and sustained
economic growth. The greatest
challenge, however , is to ensure that
growth translates into improvements in
the lives of the poor. Growth needs to
be brought to rural areas: Gettng the
agriculture sector to grow and diversify,
linking farmers to markets. Farmers
must move beyond subsistence

agriculture and start producing for
export and for local processing if
macroeconomic stabilty is to be
translated into poverty reduction.

The basic premise of the Milennium
Challenge Corporation is that
establishing the right conditions is
essential for economic growth and
foreign aid effectiveness. The
Madagascar Program establishes the
proper conditions: land ownership,
access to capital, and utilzing
production and management know-how
to reduce poverty.

This Program wil have a positive
economic impact on Madagascar:

increased land security wil result in
more productive and environmentally
friendly agricultural practices as well as

improve access to credit in rural areas;
financial sector reform includes
measures to make financial services
available to rural areas , improve credit
skils training, and create a streamlined
national payments system; and,
agribusiness investment activities wil
support farmers and entrepreneurs as

they move away from subsistence
agriculture to more modern , market-
based production.

BILLING CODE 9210-01-
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MILLENNIUM CHALLENGE COMPACT

BETWEEN

THE UNITED STATES OF AMERICA

ACTING THROUGH

THE MILLENNIUM CHALLENGE CORPORATION

THE GOVERNMENT OF THE REPUBLIC OF MADAGASCAR
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MILLENNIUM CHALLENGE COMPACT

This MILLENN CHALLENGE COMPACT (the Compacf) is made by and between the
United States of America, acting though the Milennium Challenge Corporation, a United States
Governent corporation MCC'

), 

and the Governent of the Republic of Madagascar (the
Government (referred to herein individually as a Part and collectively, the Parties

RECITALS

WHREAS, MCC, acting though its Board of Directors, has selected the Republic of
Madagascar as eligible to present to MCC a proposal for the use of 2004 and 2005 Milennum
Challenge Account MCA" assistance to help facilitate poverty reduction through economic
growth in Madagascar;

WHEREAS, the Goverent has cared out a consultative process with the countr'
private sector and civil society to outline the countr' s priorities for the use ofMCA assistance
and developed a proposal , which was submitted to MCC on October 4, 2004 (the Proposaf');

WHEREAS , the Proposal focused on, among other things, improving the environment for
private sector investment thugh legal and policy refonn as well as development of financial
infrastrcture, increasing land securty and providing knowledge of market opportities and
requirements in rual areas;

WHEREAS, MCC has evaluated the Proposal and related documents to detenine
whether the Proposal is consistent with core MCA principles and includes proposed activities
and projects that will advance the progress of Madagascar towards achieving economic growth
and povert reduction; and

WHREAS, based on MCC' s evaluation of the Proposal and related documents and
subsequent discussions and negotiations between the Paries, the Governent and MCC
determined to enter into this Compact to implement a program using MCC Funding (defined
below) to advance Madagascar s progress towars economic growth and poverty reduction (the
Program

NOW, THEREFORE, in consideration of the foregoing and the mutual covenants and
agreements set forth herein, the Paries hereby agree as follows:
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ARTICLE I.

PURPOSE AND TERM

Section 1 J Obiectives. The overall objective of this Compact is to increase investment in
rual Madagascar (the Program Objective

), 

which is key to advancing the goal of economic

grwt and poverty reduction in Madagascar (the Compact 60af'). The following project-level
objectives (each, a Project Objectve and together the Project Objectives have been
identified to advance the Program Objective, each of which is described in more detail in 

! attached hereto:

(a)

(b)

Increase land titling and land securty (the Land Tenure Objective

Increase competition in the fmancial sector (the Finance Objective

); 

and

(c) Improve agrcultual production technologies and market capacity in rural areas
(the Agricultural Business Investment Objective

(The Program Objective and the individual Project Objectives are referred to herein collectively
as the Objectives and each individually as an Objective

). 

The Governent expects to
achieve, and shall use its bet efforts to ensure the achievement of, these Objectives durg the
Compact Term (defined below).

Section 1.2 Proiects. The Anexes attached hereto describe the specific projects and the
policy reforms and other activities related thereto (each, a Project") that the Governent wil
cary out, or cause to be cared out, in furterance of this Compact to achieve the Objectives.

Section 1.3 Entr into Force; Compact Term. This Compact shall enter into force on the date
of the last letter in an exchange ofletters between the Principal Representatives (defined below)
of each Pary confirming that each Pary has completed its domestic requirements for entry into
force of this Compact and that all conditions set forth in Section 4.1 have been satisfied by the
Governent. This Compact shall remain in force for four year from the date of the entry into
force ofthis Compact, unless earlier terminated in accordance with Section 5.4 (the Compact
Term

ARTICLE n.

FUNDING AND RESOURCES

Section 2. MCC Funding

(a) MCC' s Contribution. MCC hereby grants to the Goverent, subject to the tenns
and conditions ofthis Compact, an amount not to exceed one hundred nine milion seven
hundred and seventy thee thousand United States Dollars (USD $109 773,000) MCC
Funding durng the Compact Term to enable the Governent to implement the Program and
achieve the Objectives.
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(i) The allocation of the MCC Funding within the Progr and among and
within the Projects shal be as generally described in Anex II or as othelWise agreed upon by
the Paries from time to time.

(ii) Ifat any time MCC detennines that a condition precedent to an MCC
Disbursement (defined below) has not been satisfied, MCC may, upon written notice to the
Governent, reduce the tota amount ofMCC Funding by an amount equal to the amount
estimated in the Budget (defined in Anex for the Program activity for which such condition
precedent has not been met. Upon the expiration or termation of this Compact, (A) any
amounts ofMCC Funding not disbursed by MCC to the Governent shall be automatically
released from any obligation in connection with this Compact and (B) any amounts ofMCC
Funding disbured by MCC to the Governent as provided in Section 2.1 (b)(i), but not re-
disbursed as provided in Section 2. 1 (b )(ii) or otherise incured as penntted puruant to Section
5.4(e) prior to the expiration of the Compact, shall be returned to MCC in accordance with
Section 2.5(a)(ii).

(b) Disbursements.

(i) Disbursements ofMCC Funding. MCC shall trom time to time make
disburements ofMCC Funding (each such disbursement. an MCC Disbursement"
accordance with the procedures and requirements set forth in Anex I, the Disburement
Agreement (defined in Anex D or as othelWise provided in any other relevant Supplemental
Agreement (defined below).

(ii) Re-Disbursements ofMCC Funding. The release of MCC Funding trom
the account(s) into which the MCC Disbursement was made (or the Local Account to which the
MCC Disbursement was transferred in accordance with Section 2. 1 (d)) (each such release, a
Re-Disbursemenf'), shall be made in accordance with the procedures and requirements set

forth in Anex I. the Disburement Agreement or as othelWise provided in any other relevant
Supplemental Agreement.

(c) Interest. Unless the Paries agree othelWise in wrting, any interest or other
eargs on MCC Funding that accrue or ear (collectively, Accrued Interest shall be held in
the account(s) into which the MCC Disbursement was made (or the Local Account to which the
MCC Disbursement was transferred in accordance with Section 2. 1 (d)) and eared in accordace
with the requireents for the earing and treatment of Accrued Interest as specified in Anex I
or any relevant Supplementa Agreement. On a quaerly basis and upon the tenination or
expiration of ths Compact, the Governent shall retu. or ensure the return of, aU Accrued
Interest to any United States Governent account designated by MCC.

(d) Conversion: Exchange Rate. The Governent shall ensure that all MCC Funding
in the account(s) into which MCC Disburements are made is held in the currency of the United
States of Amerca United States Dollars prior to Re-Disbursement; provided, that a certain
portion ofMCC Funding may be trsferred to a Local Account and may be held in such Local
Account in the curency of Madagascar prior to Re-Disbursement in accordace with the
requirements of Anex To the extent that any amount of MCC Funding held in United States
DoHars must be converted into the curency of Madagascar for any purose. including for any
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Re-Disbursement or any transfer ofMCC Funding into a Local Account, the Governent shall
ensure that such amount is converted consistent with Anex I and the requirements of the
Disbursement Agreement or any other Supplementa Agreement between the Pares. The
Governent shall ensure that any MCC Funding that is converted into the curency of
Madagascar is converted at the rate and in the maner set forth in Anex I.

(e) Guidance. From time to time, MCC may provide guidance to the Governent
though Implementation Letters (defined in Section 3.5(a)) on the frequency, fonn and content of
requests for MCC Disbursements and Re-Disburements or any other matter relating to MCC
Funding. The Governent shall apply such guidance in implementing this Compact.

Section 2. Governent Resources.

(a) The Governent shall provide or cause to be provided such Governent fuds
and other resources, and shaH take or cause to be taen such actions, including obtaining all
necessary approvals and consents, as are specified in this Compact or in any Supplemental
Agreement to which the Governent is a part or as are otherwise necessary and appropriate to
effectively cary out the Governent Responsibilities (defined below) or other responsibilities or
obligations of the Governent under or in fuherance of this Compact durg the Compact Tenn
and through the completion of any post-Compact Tenn activities, audits or other responsibilities.

(b) If at any time durng the Compact Tenn, the Governent materially reduces the
allocation in its national budget or any other Governent budget of the normal and expected
resources that the Governent would have otherwse received or budgeted, from external or
domestic sources, for the activities contemplated herein, the Governent shall notify MCC in
wrting within fifteen (15) days of such reduction, such notification to contain infonnation
regarding the amount of the reduction, the affected activities, and an explanation for the
reduction. In the event that MCC detennines upon review of the executed national anual
budget that such a material reallocation or reduction of resources has occured, MCC shall notify
the Governent and, following such notification, the Goverent shall provide a wrtten
explanation for such reallocation or reduction,

(c) The Governent shall use its best efforts to ensure that all MCC Funding is fully
reflected and accounted for in the anual budget of the Republic of Madagascar on a multi-year
basis.

Section 2. Limitations on the Use or Treatment of MCC Funding.

(a) Abortons and Involuntar Sterlizations. The Governent shall ensue that MCC
Funding shall not be used to underte, finance or otherise support any activity that is subject
to prohibitions on use of fuds contained in (i) paragraphs (1) through (3) of section 104(f) of the
Foreign Assistce Act of 1961 (22 U. C. 2151b(t)(I)-(3)), a United States statute, which
prohibitions shall apply to the same extent and in the same maner as such prohibitions apply to
fuds made available to cary out Par I of such Act; or (ii) any provision of law comparable to
the eleventh and foureenth provisos under the heading "Child Survval and Health Programs
Fund" of division E of Public Law 108-7 (117 Stat. 162), a United States statute.
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(b) United States Job Loss or Dis-lacement of Production. The Governent shall
ensure that MCC Funding shall not be used to undertake, finance or otherwise support any
activity that is likely to cause a substatial loss of United States jobs or a substantial
displacement of United States production, including:

(i) Providing fmancial incentives to relocate a substantial number of United
States jobs or cause a substantial displacement of production outside the United States;

(ii) Supporting investment promotion missions or other travel to the United
States with the intention of inducing United States fiuns to relocate a substantial number of
United States jobs or a substantial amount of production outside the United States;

(ii) Conducting feasibilty studies, research services, studies, travel to or from
the United States, or providing insurance or teclmcal and management assistance, with the
intention of inducing United States finn to relocate a substantial number of United States jobs
or cause a substantial displacement of production outside the United States;

(iv) Advertising in the United States to encourage United States finns to
relocate a substantial number of United States jobs or cause a substantial displacement of
production outside the United States;

(v) Training workers for fiuns that intend to relocate a substantial number of
United States jobs or cause a substantial displacement of production outside the United States;

(vi) Supporting a United States offce of an organization that offer incentives
for United States firms to relocate a substantial number of United States jobs or cause a
substantial displacement of production outside the United States; or

(vii) Providing general budget support for an organization that engages in any
activity prohibited above.

(c) Militar Assistace and Training. The Governent shall ensure that MCC
Funding shall not be used to undertake, finance or otherwise support the purchase or use of
goods or services for miltar purposes, including milta training, or to provide any assistance
to the military, police, militia, national gud or other quasi-militar organzation or unit.

(d) Prohibition of Assistance Relating to Environmental. Health or Safety Hazards
The Governent shall ensur that MCC Funding shall not be used to undertake, finance or
otherwse suport any activity that is likely to cause a significant environmental , health, or safety
hazard. Unles MCC and the Governent agree otherwise in wrting, the Governent shall
ensure that activities underaken or financed in whole or in par (directly or indirectly) by MCC
Funding comply with envionmental guidelines delivered by MCC to the Governent or posted
by MCC on its website or otherwse publicly made available, as such guidelines may be
amended from time to tie (the Environmental Guidelines

), 

including any definition of
likely to cause a signficant environmental, health, or safety hazar" as may be set forth in such

Environmental Guidelines.
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(e) Taxation,

(i) Taxes. The Governent shall ensue tht the Program, any Program
Assets (defined below), MCC Funding and Accrued Interest, shall be free from any taxes
imposed under laws currently or hereafer in effect in the Republic of Madagascar durng the
Compact Tenn, This exemption shall apply to any use of any Program Asset, MCC Funding and
Accrued Interst, including any Exempt Uses (defined below), and to any work performed under
or activities underten in fuherance ofthis Compact by any person or entity (including
contractors and grantee) fmanced by MCC Funding, and shall apply to all taes, taffs, duties
and other levies (each a Tax and collectively, Taxes

), 

including:

(I) to the extent atbutable to MCC Funding, income taxes and other
taxes on profit or businesses imposed on organizations or entities, other than nationals of
Madagascar, receiving MCC Funding, including taes on the acquisition, ownership, rental
disposition or other use of real or personal propert, taxes on investment or deposit requirements
and curency controls in Madagascar, Or any other tax, duty, charge or fee of whatever natue,
except fee for specific services rendered; for puroses of this Section 2.3(e), the term "national"
refers to organizations established under the laws of Madagascar, other than MCA-Madagascar
(defined in Anex I) or any other entity established solely for puroses of managing or
overeeing the implementation ofthe Program or any wholly-owned subsidiaries, divisions, or
Affliates of entities not registered or established under the laws of Madagascar;

(2) customs duties , tarffs, import and export taxes, or other levies on
the importation, use and re-exportation of goods, services, or the personal belongings and effects,
including personally-owned automobiles, for Program use or the personal use of individuals who
are neither citizens nor permanent residents of Madagascar and who are present in Madagascar
for purposes of carng out the Program or their family members, including all charges based on
the value of such imported goods;

(3) taxes on the income or personal property of all individuals who are
neither citizens nor permanent residents of Madagascar, including income and social security
taxes of all types and all taxes on the personal property owned by such individuals, to the extent
such income or property are attrbutable to MCC Funding; and

(4) taes or duties levied on the purchase of goods or services fmanced
by MCC Funding, including sales taes, toursm taxes, value-added taxes (VAT), or other
similar charges,

(ii) For purposes oftrus Compact, (A) an Affdiate ofa pary is a person or
entity that controls, is contrlled by, or is under the same control as the pary in question
whether by ownership or by voting, financial or other power or means of influence and (B) a
Government AfJiate is an Affliate, ministr, bureau, deparent, agency, governent

corporaton or any other entity charered or established by the Governent. References to any
Affiiate or Govemment Affiiate herein shall include any of their respective directors, offcers,
employees, affliates, contractors, representatives, and agents.
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(ii) Ths Section 2.3(e) shall apply, but is not limted to (A) any transaction
service, activity, contract, gran or other implementing agreement fianced in whole or in par by
MCC Funding; (B) any supplie, equipment, materials, property or other goods (refered to
herein collectively as "goods ) or funds introduced into, acquired in, used or disposed of in, or
imported into or exported from, the Republic of Madagascar by MCC, or by any person or entity
(including contractors and grantees) as par of, or in conjunction with, MCC Fuding or the
Progr; (C) any contractor, grtee, or other organization carng out activities fmanced in
whole or in part by MCC Funding; (D) any employee of such organizations; and (E) any
individual contractor or grantee carng out activities financed in whole or in par by MCC
Funding (the uses set forth in clauses (A) through (E) are co11ectivelyreferred to herein as
Exempt Uses

(iv) If a Tax has been levied and paid contrary to the requirements oftrus
Section 2.3(e), the Goverent shall refud promptly to MCC to an account designated by MCC
or to others as MCC may direct the amount of such Tax in the curency of Madagascar, within
fifteen (15) days after the Goverent is notified, whether by MCC or otherwise, of such levy
and tax payment; provided. however the Governent shall apply national funds to satisfy its
obligations under this Section 2.3(e)(iv) and no MCC Funding, Accrued Interest, or any assets
goods, or property (real , tangible, or intangible) purchased or financed in whole or in par
(directly or indirectly) by MCC Funding Program Assets may be applied by the Governent
in satisfaction ofits obligations under this Section 2.3(e)(iv).

(f) Alteration . The Governent shall ensure that neither MCC Funding nor Accrued
Interest sha11 be subject to any impoundment, rescission, sequestration or any provision of law
now or hereafer in effect in tn Republic of Madagascar that would have the effect of requiring
or allowing any impoundment. rescission or sequestration of any MCC Funding.

(g) 

Liens or Encumbrances. The Governent shall ensure that no MCC Funding,
Accrued Interest, nor Program Assets shall be subject to any lien, attachment, enforcement of
judgment, pledge, or encumbrace of any kind, except with the prior approval ofMCC in
accordance with Section 3( c) of Anex I, and in the event of any lien, attachment, enforcement
of judgment, pledge or encumrace not so approved, the Governent shall seek the release of
such lien, attachment, enforcement of judgment, pledge or encumbrace and shall pay any
amounts owed to obtai such release; provided. however the Governent shall apply national
fuds to satisfy its obligations under this Section 2.3(g) and no MCC Funding, Accrued Interest
nor Program Assets may be applied by the Governent in satisfaction of its obligations under
ths Section 2.3(g).

(h) Other Limitations. The Governent shall ensure that the use or treatment of
MCC Funding shall be subjec to such other limitations (i) as required by the applicable law of
the United States of America now or hereafter in effect durng the Compact Term, (ii) as
advisable under or required by applicable United States Govenuent policies now or hereafer in
effect durng the Compact Ten, or (iii) to which the Paries may otherwise agree in wrting.

(i) Utilization of Goods. Serices and Works. The Governent shall ensure tht any
Program Assets, servces, faclities or works financed in whole or in par (directly or indirectly)
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by MCC Funding, unless otherwise agreed by the Paries in wrtig, shall be used solely in
furherace of this Compact.

G) Notification of Applicable Laws and Policies , MCC shall notify the Governent
of any applicable United States law or policy affecting the use or treatment ofMCC Funding,
whether or not specifically identified in this Section 2. , and shall provide to the Governent a
copy ofthe text of any such applicable law and a written explanation of any such :appticable
policy.

Section 2, Incorporation: Notice: Clarfication

(a) The Governent shaH include, or ensure the inclusion of, aU ofth requirements
set fort in Section 2.3 in all Supplemental Agreements to which MCC is not a pay and shall
use its best effort to ensure that no such Supplemental Agreement is implemented in violation of
the prohibitions set forth in Section 2.

(b) The Governent shall ensure notification of aU of the requirememts set fort in
Section 2.3 to any GovemmentAffliate or Permitted Designee (defined below) involved in any
activities in furtherance of this Compact or any third pary who receives at least USD$50 OOO in

the aggregate of MCC Fuding (other than employees of MCA-Madagasar) durig the Compact
Ten or such other amount as the Pares may agree in wrting, whether directly fiom MCC,
indirectly through Re-Disbursements, or otherwise (each, a Provider and together, the
Providers

'), 

and all relevant offcers , directors , employees, agents, reresentatiwes, contractors,
grantees, subcontractors and sub-grantees of the Governent or any Provider.

(c) In the event the Government or any Provider requires clarficatiom from M CC as
to whether an activity contemplated to be undertaken in fuherance of ths Compct violates or
may violate any provision of Section 2. , the Governent shall notify, or ensure 1hat such
Provider notifies, MCC in wrting and provide in such notification a detaled desription of the
activity in question. In such event, the Governent shalt not proceed, and shall1Jse its best
efforts to ensure that no relevant Provider proceeds, with such activity, and the ("M)vernent shall
ensure that no Re-Disbursements shall be made for such activity, until MCC advies the
Goverent or such Provider in writing that the activity is permissible.

Section 2.5 Refunds: Violation.

(a) Notwithstanding the availabilty to MCC, or exercise by MCC of" any other
remedies, including under international law, ths Compact, or any Supplementa Agreement:

(i) If any amount ofMCC Funding or Accrued Interest, or an Progr
Asset, is used for any purpose prohibited under ths Aricle II or otherwise in violation of any of
the teos and conditions of this Compact or any Supplemental Agreement betwee the Parties
MCC may require the Governent to repay promptly to MCC to an account desated by MCC
or to other as MCC may direct the amount of such misused MCC Fundjg or Accrued Interest
or the cash equivalent of the value of any misused Program Asset, in United Staks Dollars, plus
any interest that accrued or would have accrued thereon, withn fifteen (15) days after the
Governent is notified, whether by MCC or otherwise, of such prohibite use; Jlovided.
however the Governent shall apply national funds to satisfy its obligations under this Section
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5(a)(i) and no MCC Funding, Accrued Interest, nor Program Assets may be applied by the
Governent in satisfaction of its obligations under this Section 2.5(a)(i); and

(ii) If all or any portion of ths Compact is terminated or suspended and upon
the expiration of the Compact, the Governent shall, subject to the requirement of Sections
SA( e) and 5.4(1), refud, or ensure the refud, to MCC to such account(s) designated by MCC
the amount of any MCC Funding, plus any Accrued Interest, promptly, but in no event later than
thiry (30) days after the Governent receives MCC' s request for such refund; provided, that if
this Compact is terminated or suspended in par, MCC may request a refund for only the amount
of fuds, plus any Accrued Interest, then allocated to the terinated or suspended porton;
provided, fUrther that any refund ofMCC Funding or Accrued Interest shall be to such
account(s) as designated by MCC.

(b) Notwithstanding any other provision in this Compact or any other agreement to
the contrar, MCC' s right under this Section 2.5 for a refud shall continue durng the Compact
Term and for a period of (i) five (5) year thereafer or (ii) one (l) year after MCC receives
actual knowledge of such violation, whichever is later.

(c) If MCC determines that any activity or failure to act violates , or may violate, any
Section in this Aricle U, MCC may refuse any furher MCC Disbursements for or conditioned
upon such activity, and may take any action to prevent any Re-Disbursement related to such
activity.

ARTICLE III.

IMPLEMENTATION

Section 3. Imt'lementation Framework. Ths Compact shall be implemented by the Paries
in accordance with ths Aricle II and as furter specified in the Anexes and in relevant
Supplemental Agreements.

Section 3. Governent Responsibilties

(a) The Goverent shall have principal responsibilty for oversight and
management of the implementation ofthe Program (i) in accordance with the terms and
conditions specified in this Compact and relevant Supplementa Agreements, (ii) in accordance
with all applicable laws of Madagascar, and (Hi) in at least a timely and cost-effective manner
and in conformity with sound technical, financial and management practices (collectively, the

Government Responsibilities

). 

Unless otherise expressly provided, any reference to the
Governent Responsibilties or any other responsibilties or obligations of the Governent
herein shall be deemed to apply to any Goverent Affliate and any of their resective
employees, contractors, agents or representatives.

(b) The Goverent shall ensure that no person or entity shall parcipate in the
selection, award, admnistration or implementation of a contract, grant or other benefit or
tranaction financed in whole or in par (directly or indirectly) by MCC Fundig, in which (i) the
entity, the person, members ofthe person s immediate family or household or his or her business
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parers, or organizations controlled by or substatially involving such person or entity, has or
have a financial interest or (ii) the person is negotiating or has any arangement concerning
prospecve employment, uness such person or entity has first disclosed in wrting to the
Governent the conflict of interest and, following such disclosure, the Partes agreed in writing
to proceed notwthstanding such conflict. The Goverent shall ensure that no person or entity
involved in the selection, award, adinistration or implementation of any contract, grant or other
benefit or transaction financed in whole or in par (directly or indirectly) by MCC Funding shall
solicit or accept or offer a third pary or seek or be promised directly or indirectly for itSelf or for
another person or entity any gift, gratuity, favor or benefit, other than items of de minimis value
and otherwse consistent with such gudance as MCC may provide from time to time.

(c) The Governent shall not designate any person or entity, including any
Governent Affliate, to implement, in whole or in par, this Compact or any Supplemental
Agreement between the Paries or to exercise any rights of the Goverent under this Compact
except as expressly provided herein or with the prior wrtten consent ofMCC; provided
however the Governent may designate MCA Madagascar or, with the prior wrtten consent'of
MCC, such other mutually acceptable persons or entities, to implement some or all of the
Governent Responsibilties or any other responsibilities or obligations of the Governent or to
exercise any rights of the Governent under this Compact or any Supplemental Agreement
between the Parties (refen-ed to herein collectively as Designated Rights and
Responsibilties

), 

in accordance with the terms and conditions set fort in ths Compact or such
Supplemental Agreement (each, a Permitted Designee

). 

Notwithstanding any provision herein
or any other agreement to the contrar, no aforementioned desIgnation shall relieve the
Governent of such Designated Rights and Responsibilties, for which the Governent shall
retain ultimate responsibilty. In the event that the Government designates any person or entity,
including any Governent Affliate, to implement any portion of the Governent
Responsibilties or other responsibilties or obligations of the Goverent, or to exercise any
rights of the Governent under this Compact, in accordance with this Section 3.2(c), then the
Governent shall cause such person or entity to (i) perform such Designated Rights and

. Responsibilties in the same maner and to the full extent to which the Governent is obligated
to perform such Designted Rights and Responsibilities and (ii) certify to MCC in writing that it
wil so perfonn such Designated Rights and Responsibilties and wil not assign, delegate, or
contract (or otherwise trnsfer) any of such Designated Rights and Responsibilties to any person
or entity without the prior wrtten consent of MCC.

(d) The Governent shall, upon a request from MCC, execute, or ensure the
execution of, an assignent to MCC of any cause of action which may accrue to the benefit of
the Governent, a Goverent Affliate or any Permtted Designee in connection with or arsing
out of any activities financed in whole or in par (directly or indirectly) by MCC Funding.

Section 3. Governent Deliveries. The Governent shall proceed, and cause others to
proceed, in a timely maner to deliver to MCC all Goverent deliveries requied by this
Compact or any Supplemental Agreement between the Partes, in fonn and substace as set forth
in this Compact or any such Supplemental Agreement.

Section 3. Governent Assurances. The Goverent hereby provides the following
assurances to MCC that as of the date this Compact is signed:
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(a) The infonnation contained in the Proposal and any agreement, report. statement,
communication, document or otherwise delivered or otherwise communcated to MCC by or on
behalf of the Goverent on or after the date of the submission of the Proposal (i) are troe,
accurate and complete in all material respects and (ii) do not omit any fact known to the
Governent that if disclosed would (A) alter in any material respect the information delivered,
(B) likely have a materal adverse effect on the Governent' s abilty to effectively implement, or
ensure the effective implementation of, the Program or any Project or to otherwise carr out its
responsibilties or obligations under or in furtherance of this Compact, or (C) have likely
adversely affected MCC' s determination to enter into this Compaci or any Supplementa
Agreement between the Paries.

(b) Unless otherwise disclosed in wrting to MCC, the MCC Funding made available
hereunder is in addition to the normal and expected resources that the Governent usually
receives or budgets for such activities from external or domestic sources.

(c) This Compact does not conflct and will not conflct with any international
agreement or obligation to which the Governent is a pary or by which it is bound.

(d) No payments have been (i) received by any offcial of the Governent or any
other governent body in connection with the procurement of goods or serices to be undertaken
or financed in whole or in par (diectly or indirectly) by MCC Funding, except fees, taes, or
similar payments legally estalished in Madagascar or (ii) made to any third pary, in connection
with this Compact, in violation of the United States Foreign Corrpt Practices Act of 1977 , as
amended (15 USC 78a el seq.

Section 3, Implementation Letters; SupDlemental Agreements

(a) MCC may, ITom time to time, issue one or more letters to furnsh additional
information or guidance to assist the Goverent in the implementation of this Compact (each
an Implementation Letter

). 

The Governent shall apply such gudance in implementing this
Compact.

(b) The details ofany funding, implementing and other arangements in furtherance
of ths Compact may be memorialized in one or more agreements between (A) the Governent
and MCC, (B) MCC and/or the Goverent and any thrd par, including any of the Providers
or (C) any third paries where neither MCC nor the Govenuent is a pary, before, on or after the
entr into force of this Compact (each, a Supplemental Agreement"). The Goverent shall
deliver, or cause to be delivered, to MCC within five (5) days of its execution a copy of any
Supplemental Agreement to which MCC is not a pary.

Section 3. Procurement: Awars of Assistance

(a) The Parties shall agree, no later than the entry into force of this Compact, on
gudelines for the procurement of goods, services and works by the Governent or any Provider
in fuherance oftms Compact (the Procurement Guidelines

), 

such agreement to be reflected
in a Supplemental Agreement contaning the Procurement Guidelines (the Procurement
Agreemenf'). The Goverent shall ensure the adoption of such Procurement Guidelines by
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any Permitted Designee, and fuish MCC evidence of such adoption, no later than the time
specified in the Disburement Agreement.

(b) The Governent shall follow, and shall use its best efforts to ensure that all
Providers follow , the Procurement Guidelines in procuring goods, serices and works and in
awarding contracts, grants and other agreements in furterance of this Compact, which shall
include the following requirements:

(i) Open, fair and competitive procedures are used in a tranparent maner to
solicit, award and administer contracts, grants, and other agreements and to procure goods,
services and works;

(ii) Solicitations for goods, services, and works shall be based upon a clear
and accurate description of the goods, services or works to be acquired;

(Hi) Contracts shall be awarded only to qualified and capable contractors that
have the capabilty and willngness to perform the contracts in accordance with the tenus and
conditions of the applicable contracts and on a cost effective and timely basis; and

(iv) No more than a commercially reasonable price, as determined, for
ex amp Ie, by a comparson of price quotations and market prices, shall be paid to procure goods
services, and works.

(c) The Governent shall maintain, and shall use its best efforts to ensure that all
Providers maintain, records regarding the receipt and use of goods and services acquired in
furerance of this Compact, the nature and extent of sblicitations of prospective suppliers of
goods and services acquired in furherance of this Compact, and the basis of award of contracts
grants and other agreements in furterance of this Compact.

(d) The Governent shall use its best efforts to ensure that information, including
solicitations , regarding prourement, grant and other agreement actions financed in whole or in
par (directly or indirectly) by MCC Funding shall be made publicly available in the maner
outlned in the Procurement Guidelines or in any other manner agreed upon by the Parties in
wrting.

(e) No goods, services or works may be fianced in whole or in par (directly or
indirectly) by MCC Funding which are procured puruat to orders or contracts fily placed or
entered into prior to the entr into force of this Compact, except as the Paries may otherwse
agree in writing.

(f) The Governent shall include, or ensure the inclusion of, the requirements of this
Section 3,6 into all Supplemental Agreements between the Governent or any Goverent
Affliate or Penntted Designee or any of their respective directors, offcers, employees
Affliates, contractors, representatives or agents, on the one hand, and a Provider, on the other
hand,

Section 3. Policv Performance: Policv Reforms. In addition to the specific policy and legal
refonn commitments identified in Anex I and the Schedules thereto, the Governent shall seek
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to maintan and improve its level ofperfonnance UIder the policy criteria identified in section
607 of the Millennium Challenge Act of2oo3, as amended (the Acf'), and the MCA selection
criteria and methodology published by MCC pursuant to section 607 of the Act ftom time to time

MCA EligbUit Criteri"

Section 3, Records and Inormation: Access: Audits: Reviews

(a) Reports and Inonnation. The Goverent shall fush to MCC, and shall use its
best efforts to ensure that all Providers and any other third par receiving MCC Funding. as
appropriate, fush to the Governent, any records and other infonnation required to be
maintained UIder ths Section 3,8 and such other infonntion, docurtents and reports as may be
necessar or appropriate for the Goverent to effectively car out its obligations under this
Compact, including under Section 3. 12,

(b) Governent Books ard Records. The GQvernent shaH maintain, and shan use
its best effort to ensure that all Providers maintai, accounting books, records, documents and
other evidence relating to this Compact adequate to show , without limitation, the use of alt MCC
Funding, including all costs incured by the Governent and the Providers in furtherance of this
Compact, the receipt and use of goods and servces acquired in fuerace of this Compact by
the Governent and the Providers, agred-upon cost sharng requiements, the nature an extent
of solicitations of prospective suppliers of goods and servces acquired by the Governent and
tbe Providers in fuerance of ths Compact, the basis of award of Governent and other
contracts and orders in furtherance of this Compact, the overall progress of the implementation
ofthe Progra, and any documents required by this Compact or any Supplemental Agreement
between the Paries or reasonably requested by MCC upon reasnable notice Compact
Records

), 

The Government shall maintain , and shaU use its best efforts to ensure that aU
Covered Providers (defined in Section 3.8(e)(iv)) maintain, Compact Records in accordance with
generally accepted accounting principles prevailng in the United States, or at the Government'
option and with the prior wrtten approval by MCC, other accounting principles, such as those
(1) prescribed by the International Accountig Standads Committee (an affliate of the
International Federation of Accountants) or (2) then prevailing in Madagascar. Compact
Records shall be maitained for at least five (5) years after the end of the Compact Tem or for
such longer period, ifany, required to resolve any litigation, claims or audit findings or any
statutory requirements.

(c) Apnlication to Providers. The Governent shall include, or ensure the inclusion
of, the reuiements of paragraphs (a), (b), (c), (d), (e)(ii), (e)(vi), and (e)(vii) of this Section

8 into alI Supplemental Agreements between the Governent or any Governent Affliate or
any Pennitted Designee or any of their respective directors, offcer, employees, Affiiate,
contractors, representatives or agents, on the one hand, and a Covered Provider that is not a non-
profit organization domiciled in the United States, on the other hand. The Governent shall
include, or ensure the inclusion of, at a mimum, the requirements of paragraphs (a), (b), (d),
and (e)(viii) of this Section 3.8 into all Supplemental Agreements between the Govercnt or
any Governent Affliate or Pennitted Designee or any of their respective directors, offcers
employees, Affliates, contractors, representatives or agents, on the one hand, and a Provider tht
does not meet the definition of a Covered Prvider, on the other hand. The Governent shall
include, or ensure the inclusion of, at a minimum, the requirements of pargraphs (a), (b), and (d)
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of this Section 3.8 into all Supplemental Agreements between the Governent or any
Governent Affliate or any Pennitted Designee or any of their respective directors, offcers
employees, Affliates, contractors, representatives or agents, on the one hand, and a Covered
Provider that is a non-profit organization domiciled in the United States, on the other hand.

(d) Access. The Governent shall pennit, or cause to be pennitted, authorized
representatives ofMCC, the Inspector General (defined below), the United States Governent
Accountability Offce, any auditor responsible for an audit contemplated herein or otherise
conducted in fuerace ofthis Compact, and any agents or representatives engaged by MCC or
a Penntted Designee to conduct any assessment, review or evaluation of the Program, at all
reasonable times the opportity to audit, review, evaluate or inspect activities financed in whole
or in par (directly or indirectly) by MCC Funding or underaken in conn ction with the Program
the utilzation of good and services purchased or financed in whole or in par (directly or
indirectly) by MCC Funding, and Compact Records, including of the Governent or any
Provider, relatig to activities financed or undertaken in furtherance of, or otherwise relating to
this Compact, and shall use its best efforts to ensure access by MCC, the Inspector General, the
United States Governent Accountabilty Offce or relevant auditor, reviewer or evaluator or
their respective representatives or agents to all relevant directors, offcers, employees, Affiliates,
contractors, representatives and agents of the Governent or any Provider.

(e) Audits

(i) Governent Audits. The Governent shall , on at least an anual basis
and as the Paries may otherwise agree in writing, conduct, or cause to be conducted, financial
audits of all MCC Disbursements and Re-Disbursements durng the year since the entry into
force of this Compact or since the prior anversar of the entry into force of this Compact in
accordance with the following tenns, except as the Paries may otherise agree in writing. As
requested by MCC in wrting, the Governent shall use, or cause to be used, or select, or cause
to be selected, an auditor named on the approved list of auditors in accordance with the
Guidelines for Financial Audits Contracted by Foreign Recipients issued by the Inspector

General of the United States Agency for International Development (the Inspector Generaf'),
and as approved by MCC, to conduct such anual audits. Such audits shall be perfonned in
accordance with such Guidelines and be subject to quality assurance oversight by the Inspector
General in accordace with such Guidelines, An audit shall be completed no later th 90 days
afer the first aniversar of the entr into force of ths Compact and no later than 90 days after
each aniversary ofthe entr into force of this Compact thereafter, or such other period as the
Paries may otherwise agree in writing.

(ii) Audits of U.S. Entities, The Governent shall ensure that Supplemental
Agrements between the Governent or any Provider, on the one hand, and a United States
nonprofi organization, on the other hand, state that the United States organization is subject to
the applicable audit requirements contaied in OMB Circular A-133, notwthstanding any other
provision of this Compact to the contr. The Governent shall ensure that Supplemental
Agrements between the Government or any Prvider, on the one hand, and a United States for-
profit Covered Provider, on the other hand, state that the United States organization is subject to
audit by the cognzant United States Governent agency, unless the Governent and MCC
agree otherwse in wrting.
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(Hi) Audit P1an, The Government shall submit, or cause to be submitted, to
MCC, in fonn and substace satisfactory to MCC, a plan for the audit of the expenditues of any
Covered Providers, which audit plan the Goverent shall adopt, or cause to be adopted, no later
than sixty (60) days prior to the end of the first aniversar of the entr into force of ths
Compact or prior to the end of the first period to be audited.

(iv) Covered Provider. A Covered Provider is (A) any non-United States
Provider that receives (other than pursuant to a direct contrct or agreement with MCC) USD
$300,000 or more in such Provider s fiscal year in MCC Funding or any other non- S, Pary
that receives, directly or indiretly, USD $300 000 or more of MCC Funding from any Provider
in such other pary s fiscal year or (B) any United States Provider that receives (other than
pursuant to a direct contract or agreement with MCC) USD $500 000 or more in such Provider
fiscal year in MCC FWlding or any other United States pary that receives, directly or indirectly,
USD $500 000 or more ofMCC Funding from any Provider in such Provider s fiscal year.

(v) COlTective Actions. The Governent shall use its best efforts to ensure
that Covered Provider take, where necessar, appropriate and timely corrtive actions in
response to audits, consider whether a Covered Provider s audit necessitates adjustment of its
own records, and require each such Covered Provider to peITit independent auditors to have
access to its records and financial statements as necessar.

(vi) Audit Reports. The Governent shall fush, or use its best efforts to
cause to be furnshed, to MCC an audit report in a fOIT satisfactory to MCC for each audit
required by this Section 3. , other than audits alTanged for by MCC, no later than 90 days after
the end ofthe period under audit, or such other time as may be agreed by the Paries from time to
time,

(vii) Other Providers. For Providers who receive MCC Funding under thIS
Compact puruant to direct contracts or agreements with MCC , MCC shall include appropriate
audit requirements in such contracts or agreements and shall, on behalf of the Governent
unless othelWise agreed by the Paries, conduct the follow-up activities with regard to the audit
report furnished pursuant to such requirements.

(viii) Audit by MCC, MCC retains the right to perform , or cause to be
perfoITed, the audits reuired under this Section 3.8 by utilzing MCC Funding or other
resources available to MCC for this purpose, and to audit, conduct a financial review, or
otherise ensure accountabilty of any Provider or any other third pary receiving MCC Funding,
regardless of the requiements of this Section 3,

(f) Reviews or Evaluations. The Governent shall conduct, or cause to be
conducted, such perfonnance reviews, data quality reviews, or program evaluations during the
Compact Term in accordance with the M&E Plan (defined in Anex D or as otherwse agreed in
wrting by the Paries.

(g) 

Cost of Audits. Reviews or Evaluations. MCC Funding may be used to finance
the costs of any Audits, reviews or evaluations required under this Compact, including as

.--.._u_.-..
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reflected on Exhibit A to Anex II. and in no event shaH the Governent be responsible for the
costs of any such Audits, reviews or evaluations.

Section 3. Insurance. The Governent shall insure or cause to be insured all Program
Assets and obtain such other appropriate insurace to cover against risks or liabilties associated
with the operations of the Program. The Governent shall be responsible for the cost of such
insurance, except as otherwise agreed by the Paries and expressly covered in the Budget (as
defined in Anex I) . MCC shall be named as additional insureds on any such insurance, to the
extent pennssible under applicable laws, and any payments received by the Governent under
such insurance shal be used to replace or repair any loss of Program Assets, and otherwise shall
be deposited in an account as designated by MCC.

Section 3, I 0 Domestic Reauirements, The Govenent shall proceed in a timely maner to
seek any required ratification oftbis Compact or similar domestic requirement, which process
the Goverent shall initiate promptly after the conclusion of ths Compact. Notwithstanding
anything to the contrary in this Compact, this Section 3. 10 shall provisionally apply prior to the
entr into force of this Compact.

Section 3. 1 I No Conflct. The Governent shan undertke not to enter into any agreement in
conflct with this Compact or any Supplemental Agreement during the Compact Ter.

Section 3. 12 Revorts. The Governent shall provide to MCC within thirt (30) days of any
wrtten request by MCC , or as otherwise agreed in wrting by the Paries, the following
infonnation:

(a)

(b)

The name of each entity to which MCC Funding has been provided;

The amount of assistance provided to such entity;

(c) A description of the Program and each Project funded in furterance of this
Compact, including:

(i)
unsolicited; and

A statement of whether the Program or any Project was solicited or

(ii)
Program or Project;

A detailed description of the objectives and measures for results ofthe

(d)
. Objectives;

The progress made by Madagascar toward achieving the Compact Goal and

(e) A description of the extent to which MCC Funding has been effective in helpIng
Madagascar to achieve the Compact Goal and Objectives;

(t) A description of the coordination ofMCC Funding with other United States
foreign assistance and other related trade policies;
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(g) A description of the coordination ofMCC Funding with assistance provided by
other donor countres;

(h) Any report, document or fiing that the Governent, any Goverent Affliate or
any Permitted Designee submits to any governent body in connection with this Compact;

(i) Any report or document required to be delivered to MCC under the
Environmental Guidelines , the Audit Plan, or any component of the Implementation Plan; and

(j) 

Any other report, document or information requested by MCC or required by this
Compact or any Supplementa Agreement between the Paries.

Section 3, 13 Publicitv: Information and MarkinR. The Government shall give appropriate
publicity to this Compact as a program to which the United States, through MCC, has
contributed, including by posting this Compact, and any amendments thereto, on the MCA-
Madagascar Website (defined in Anex l), identifying Program activity sites, and marking
Program Assets; provided, any announcement, press release or statement regarng MCC or the
fact that MCC is financing the Program or any other publicity materials referencing MCC,
including the publicity described in this Section 3. 13, shall be subject to prior approval by MCC
and shall be consistent with any instrctions provided by MCC from time to time in relevant
Implementation Letters. MCC shall post this Compact on its website. Upon the termination or
expiration of this Compact, MCC may request the removal of, and the Governent shall, upon
such request, remove, or cause the removal of, any such markings and any references to MCC in
any publicity materials or on the MCA-Madagascar Website.

ARTICLE IV.

DELIVERIES; CONDITIONS PRECEDENT

Section 4. Governent Deliveries and Other Conditions Prior to the Entr into Force. As
condition precedent to the entr into force of this Compact, the Governent shall satisfy, or
ensure the satisfaction of, the conditions set fort in this Section 4.

(a) Governent Deliveres. The Governent shall deliver, or ensure the delivery, to
MCC, in form and substance satisfactory to MCC, the following documents:

(i) A written statement ofthe name of the person holding or acting in the
Governent offce specified in Section 5.2 and of any Additional Representative (defined
below), together with a specimen signatue for each person specified in such statement and an
incwnbency certficate for each such person;

(ii) An executed copy of the Disbursement Agreement, which agreement shall
be in full force and effect as of the entry into force of this Compact. without any modification,
amendment, alteration or suspension of any kind;

(ii) Executed copies of one or more tenn sheets by and between MCC and the
Government that set fort the material and principal terms and conditions of each of the
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Supplemental Agreements identified in Exhibit A attached hereto (the Supplemental
Agreement Term Sheets

); 

and

(iv) An executed copy of the Procurement Agreement, which agreement shall
be in fun force and effect as of the entry into force oftbis Compact, without any modification,
amendment, alteration or suspension of any kind.

(b) Governent Assurances. The Governent shall certify to MCC in writing that
all of the Governent assurances contained in Section 3.4 were tre, correct and complete when
made and that the assurances in paragraphs (a) though (d) of Section 3.4 are tre, accurate and
complete in all material respects as of the entr into force of this Compact.

(c) No Material Breach or Adverse Change. The Governent shall certify in writing
to MCC that that there has bee: (i) no material breach or default of any assurance, covenant or
other obligation under any Supplemental Agreement between the Parties executed on or before
the entr into force of this Compact; (ii) no materal adverse change in the legal fonnation
document or status ofMCA Madagascar; (Hi) no modification, amendment, alteration
rescission, tennination or suspension of any Supplementa Agrement delivered pursuant to
Section 4. 1(a); and (iv) no event has occured that had or reasonably could be expected to have a
material adverse change in or material adverse effect on: (A) the business, ministries
deparents, property, operations, management, or condition, financial or otherwise, of the
Governent or any Governent Affliate or Pennitted Designee, as it relates to this Compact;
(B) the abilty of the Governent or any Governent Affliate or Pennitted Designee to perform
any of its obligations in fuherance of this Compact or exercise any of its rights under this
Compact; or (C) the validity or enforceability ofthis Compact or any Supplemental Agreement
to which any of them is a pary.

Section 4.2 Conditions Precedent to MCC Disbursements or Re Disbursements. Prior to , arid
as condition precedent to, any MCC Disburement or Re-Disbursement, the Governent shall
satisfy, or ensure the satisfaction of, any applicable conditions precedent in the Disbursement
Agreement.

ARTICLE V.

FINAL CLAUSES

Section 5, Communications. Unless otherwise expressly stated in this Compact or otherwise
agreed in wrting by the Paries, any notice, certficate, request, report, document or other
communcation required, pennitted, or submitted by either Par to the other under this Compact
shall be: (a) in wrting, (b) in English, and (c) deemed duly given: (i) upon personal delivery to
the Pary to be notified; (ii) when sent by contnned facsimile or electronic mail, if sent during
nonnal business hour of the reipient Pary, if not, then on the next business day; or (Hi) one (1)
business day after deposit with an intemationally recognized overnight courier, specifying next
day delivery, with wrtten verification of receipt to the Par to be notified at the address
indicated below, or at such other address as such Part may designate:
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To MCC:

Milennum Challenge Corporation
Attention: Vice President for Countr Relations

(with a copy to the Vice President and General Counsel)
1000 Wilson Boulevard - Suite 1400
Arlington, VA 22209
United States of America.
Facsimile: (202) 521-3700
Email: VPCountrRelations(qcc. gOV (Vice President for Countr Relations);

VPGeneraICounsel mcc.gov (Vice President and General Counsel)

To the Governent:

Presidence de la Republique de Madagascar
Attention: Chief of Staff 0 f the Presidency
BP 955

Antananarivo 101

Madagascar
Facsimile: 261 202262850
E-mail: Henran wanadoo.

Notwithstanding the foregoing, any audit report delivered pursuant to Section 3,8, if delivered by
facsimile or electronic mail, shall be followed by an original in overnight express mail. This
Section 5. 1 shall not apply to the exchange of letters contemplated in Section 1.3 or any
amendments under Section 5.

Section 5. Revresentatives. Unless otherwise agreed in writing by the Parties, for all
purposes relevant to this Compact, the Governent shall be represented by the individual
holding the position of, or acting as, Chief of Staff of the Presidency of the Republic of
Madagascar, and MCC shall be represented by the individual holding the position of, or acting

, Vice President for Countr Relations (each, a Principal Representative

), 

each of whom, by
wrtten notice, may designate one or more additional representatives (each, an Additional
Representative

") 

for all purses other than signing amendments to this Compact. The names 
the Principal Representative and any Additional Representative of each of the Pares shall be
provided, with specimen signatures, to the other Pary, and the Paries may accept as duly
authoried any instrment signed by such representatives relating to the implementation of this
Compact, until receipt of written notice of revocation of their authority. A Pary may change its
Prncipal Representative to a new representative of equivalent or higher rank upon wrtten notice
to tbe other Pary, which notice shall include the specimen signatue of the new Principal
Representative.

Section 5.3 Amendments. The Paries may amend this Compact only by a wrtten agreement
signed by the Principal Representatives of the Paries.
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Section 5.4 Termination: Suspension

(a) Subject to Section 2.5 and paragraphs (e) though (h) of ths Section 5.4, either
Pary may terminate this Compact in its entirety by giving the other Par thirty (30) days ' wrttennotice, 

(b) Notwithstanding any other provision of ths Compact, including Section 2. , or
any Supplementa Agreement between the Paries, MCC may suspend or terminate MCC
Funding. in whole or in par, and any obligation or sub-obligation related thereto , upon givig the
Goverent written notice, if MCC determines that:

(i) Any use or proposed use ofMCC Funding or Program Assets or continued
implementation of the Compact would be in violation of applicable law or U.S. Governent
policy, whether now or hereafer in effect;

(ii) The Governent, any Provider, or any other thIrd par receiving MCC
Funding or using Program Assets is engaged in activities that are contrary to the national secty
interests of the United States;

(Hi) The Goverent has committed an act or an event has occured that
would render the Republic of Madagascar ineligible to receive United States economic assistance
under Par I of the Foreign Assistace Act of 1961, as amended (22 U. C 2151 et seq.

), 

reason of the application of any provision of the Foreign Assistace Act of 1961 or any other
provision of law;

(iv) The Government has engaged in a pattern of actions or omissions
inconsistent with the MCA Eligibilty Criteria, or there has occurred a significant decline in the
performance of the Republic of Madagascar on one or more of the eligibilty indicaors contanedtherein; 

(v) The Government or any Provider, in MCC' s sole opinion, has materially
breached one or more of its assurances or any other covenants, obligations or responsibilties
under this Compact or any Supplemental Agreement;

(vi) An audit, reprt or any other document or other evidence reveals that
actual expenditures for the Program or any Project Activity were greater than the projected
expenditure for such activities identified in the applicable Budget;

(vii) If the Governent (A) materally reduces the allocation in its national
budget or any other Governent budget of the nonnal and expected resources that the
Governent would have otherwise received or budgeted, from exteral or domestic sources, for
the activities contemplated herein or (B) fails to contrbute or provide the amount, level, type and
quality of resources required to effectively car out the Governent Responsibilties or any
other responsibilities or obligations of the Governent under or in furherance oftrs Compact;

(viii) If the Governent, any Provider, or any other thrd par receiving MCC
Funding or using Progrm Assets, or any of their respective directors, officers, employees,
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Affliates, contractors, representatives or agents, is found to have been convicted of a narcotics
offense or to have been engaged in drug traffcking;

(ix) Any MCC Funding or Program Assets are applied , directly or indirectly,
to the provision of resources and support to, individuals and organizations associated with
terrorism, sex trafcking or prostitution;

(x) An event or condition of any character has occuncd that, in MCC' s sole
opinon: (A) materally and adversely afects, or is likely to materially and adversely affect, the
abilty of the Governent or any other pary to effectively implement, or ensure the effective
implementation of, the Progr or any Project or to otherse car out its responsibilities or
obligations under or in furtherance of ths Compact or any Supplemental Agreement or to
perform its obligations under or in fuerance of this Compact or any Supplemental Agreement
or to exercise its rights thereunder; (B) makes it improbable that the Objectives wil be achieved
during the Compact Term; or (C) materially and adversely affects the Program Assets or any
Permitted Account;

(xi) The Governent or any Pennitted Designee or Provider has taken any
action or omission or engaged in any activity in violation of, or inconsistent with, the
requirements of th:s Compact or any Supplemental Agreeent to which the Governent or any
Permitted Designee or Provider is a pary; 

(xii) There has occurred, in MCC' s sale opinion, a failure to meet a condition
precedent or series of conditions precedent to MCC Disbursement as set out in and in accordance
with any Supplemental Agreement between the Parties.

(c) MCC may reinstate any suspended or terminated MCC Funding under this
Compact or any Supplemental Agreement ifMCC detenines, in its sole discretion, that the
Governent or other relevant par has demonstrated a commtment to correcting each condition
for which MCC Funding was suspended or terminated.

(d) The authority to suspend or terminate this Compact or any MCC Funding under
this Section 5.4 includes the authority to suspend or teninate any obligations or sub-obligations
relating to MCC Funding under any Supplemental Agreement without any liability to MCC
whatsoever.

( e) All MCC Funding shall terminate upon expiration or termination of the Compact
Term; provided, however reaonable expenditues for goods and serices that are properly
incured under or in fuerance of this Compact before expiration or terination of the Compact
Term may be paid from MCC Funding, provided that the request for such payment is properly
submitted within sixty (60) days afer such expiration or tennination.

(f) Except for payments which the Paries are committed to make under noncancelable
commitments entered into with third paries before such suspension or termination, the suspension
or termination of this Compact or any Supplemental Agreement, in whole or in part, shall
suspend, for the period of the suspension, or terinate, or ensure the suspension or termination of,
as applicable, any obligation or sub-obligation of the Pares to provide financial or other
resources under this Compact or any SupplementaL Agreement, or to the suspended or tenninated
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porton of ths Compact or such Supplemental Agreement, as applicable. In the event of such
suspension or termination, the Goverent shall use its best efforts to suspend or terate, or
ensure the susension or termination of, as applicable, all such noncancelable commitments
related to the suspended or teninated MCC Funding, AIy portion of ths Compact or any such
Supplemental Agreement that is not suspended or terminated shall remain in full force and effect.

(g) 

Upon the full or parial suspension or tenination of this Compact or any MCC
Funding, MCC may, at its expense, direct that title to Program Assets be transferred to MCC if
such Program Assets are in a deliverable state; provided, for any Program Asset(s) parially
purchased or financed (directly or indirectly) by MCC Funding, the Government shall reimburse
to a U.S. Governent account designated by MCC the cash equivalent of the portion of the value
of such Program Asset(s).

(h) Prior to the expirtion of ths Compact or upon the termination of this Compact
the Paries shall consult in good faith with a view to reaching an agreement in wrting on (i) the
post Compact Ter treatment ofMCA-Madagascar, (ii) the process for ensuring the refuds of
MCC Disbursements that have not yet been released from the account into which the MCC
Disbursement was rnadc (or the Local Account to which the MCC Disbursement was transferred
in accordance with Section 2.1 (d)) tIough a valid Re-Disbursement nor otherwise committed in
accordance with Section 5.4(e), or (iii) any other matter related to the winding up of the Program
and this Compact.

Section 5. Privileges and Immunities. MCC is an agency ofthe Governent of the United
States of America and its personnel assigned to the Republic of Madagascar wil be notified
pursuant to the Vienna Convention on Diplomatic Relations as members of the mission of the
Embassy of the United States of America. The Governent shan ensure that any employees of
MCC, including individuals detailed to or contracted by MCC, and the members of the families
of such employees, while such employees are performing duties in the Republic of Madagascar
shall enjoy at least the privileges and immunities that are enjoyed by a member of the United
States Foreign Service, or the family of a member of the United States Foreign Service, as
appropriate, of comparable ran and salar of such employee, if such employees or the members
of the famlies of such employee are not a national of or permanently resident in the Republic of
Madagascar,

Section 5. Attchments. Any anex, schedule, exhibit, table, appendix or other attachment
expressly attached hereto (collectively, the Attachments is incorporated herein by reference
and shall constitute an integrl par of this Compact.

Section 5. InC(nsistencies.

(a) Conflcts or inconsistencies between any parts of this Compact shall be resolved
by applying the following descending order of precedence:

(i)

(ii)

Arcles I though V

AIy Attachments
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(b) In the event of any confict or inconsistency between this Compact and any
Supplemental Agreement between the Pares , the tenns of this Compact shall prevail. In the
event of any conflct or inconsistency between any Supplemental Agrement between the Paries
and any other Supplemental Agreement, the terms of the Supplemental Agreement between the
Paries shall prevail. In the event of any confict or inconsistency between Supplemental
Agreements between any pares, the tenns of a more recently executed Supplemental Agrement
between such paries shall take precedence over a previously executed Supplemental Agreement
between such paries. In the event of any inconsistency between a Supplemental Agreement
between the Paries and any component of the Implementation Plan (defined in Anex I) , the
terms of the relevant Supplemental Agreement shall prevail.

Section 5. Indemnification , The Goverent shall indemnify and hold MCC and any MCC
offcer, director, employee, Affiiate, contractor, agent or representative (each ofMCC and any
such persons, an MCC Indemnifed Part" hanless from and against, and shall compensate,
reimbure and pay such MCC Indemified Pary for, any liabilty or other damages which (i) are
directly or indirectly suffered or incurred by such MCC Indemnfied Party, or to which any MCC
Indemnfied Pary may otherwise beome subject, regardless of whether or nol such damages
relate to any third-pary claim, and (ii) arise from or as a result of the gross negligence or wilful
misconduct ofthe Governent, any Governent Affiiate, or any PeD1itted Designee, directly
or indirectly connected with, any activities (including acts or omissions) underten in
furherance of this Compact; provided. however the Governent shall apply national funds to
satisfy its obligations under this Section 5.8 and no MCC Funding, Accrued Interest, or Program
Asset may be applied by the Goverent in satisfaction of its obligations under this Section 5.

Section 5. Headings. The Section and Subsection headings used in ths Compact arc
included for convenience only and are not to be considered in constrng or interpreting this
Compact.

Section 5. 10 Interoretation: Definitions. Any reference to the tenn "including" in this Compact
shaIl be deemed to mean "including without limitation" except as expressly provided otherwise.
Any reference to activities undertaken "in furtherce of this Compact" or similar language shall
include activities undertaken by the Governent, any Provider or any other third pary receiving
MCC Funding involved in carying out the puroses of this Compact or any Supplemental
Agreement, including their offcers, directors, employees, Afliates, contractors, agents and
representatives, whether pursuant to the tenns of this Compact, any Supplemental Agreement or
otherwise. References to "day" or "days" shall be calendar days unless provided otherwise. The
tenn " S. Governent" shall mean any branch, agency, bureau, governent corpration
governent charered entity or other body of the Federal governent of the United States.

Section 5. 11 Signtures. Other than a signature to this Compact or an amendment to this
Compact pursuant to Section 5.3, a signature delivered by facsimile or electronic mail in
accordance with Section 5, 1 shall be deemed an original signature, and the Paries hereby waive
any objection to such signature or to the validity of the underlying docwnent, certificate, notice
instrment or agreement on the basis of the signature s legal effect, validity or enforceabilty
solely because it is in facsimile or electronic form, Such signatue shall be accepted by the
receiving Pary as an origial signature and shalt be binding on the Pary delivering such
signatue.
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Section 5. 12 Desimation. MCC may designate any Affiliate, agent, oc representative to
implement, in whole or in par, its obligations , and exercise any of its ri , under this Compact
or any Supplemental Agreement betwee the Paries.

Section 5. 13 Surival. Any Governent Responsibilties, covenants, ()r obligations or other
responsibilties to be performed by the Governent after the Compact Tenn shall surive the
termination or expiration of this Compact and expire in accordance with their respective tenns.
Notwthstanding the tennination or expiration of this Compact, the following provisions shall
remain in force: Sections 2. , 2. 3, 2. 5, 3. , 3. , 3. , 3.5, 3. , 3.9 (for OJJ year), 3.12, 3. , 5.

2, 5.4(d), 5.4(e) (for sixty days), 5.4(f), 5.4(g), 5.4(h), 5. 5, 5. , 5. , 5.s. 5.9, 5. , 5.
this Section 5.13 , 5. , and 5. 15.

Section 5. 14 Consultation. Either Pary may, at any time, request cOI1ultations relating to the
interpretation or implementation of ths Compact or any Supplementa Agreement between the
Paries. Such consultations shall begin at the earliest possible date. The request for
consultations shall designate a representative for the requesting Pary with the authority to enter
consultations and the other Pary shall endeavor to designate a representtive of equal or
comparable ran. If such representatives are unable to resolve the matter withn 20 days from
the commencement of the consultations then each Part shall forward th consultation to the
Principal Representative or such other representative of comparable or Bmgher ran. The
consultations shall last no longer than 45 days from date of commencement. If the matter is not
resolved within such time period, either Pary may tenninate this Comp.ct pursuant to Section
5.4(a), The Paries shall enter any such consultations guided by the priJlciple of achieving the
Compact Goal in a timely and cost-effective maner.

Section 5, 15 MCC Status. MCC is a United States governent corpocation actmg on behalf of
the United States Governent in the implementation of ths Compact. As such , MCC has no
liabilty under this Compact, is immune from any action or proceeding :aising under or relating
to this Compact and the Governent hereby waives and releases all claims related to any such
liabilty. In matters arsing under or relating to this Compact, MCC is not subject to the
jurisdiction of the cours or other body of Madagascar.

Signature page begins on tbe next page.
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IN WITNESS WHEREOF, the undersigned, duly authorized by their respective
governents, have signed ths Compact this 18th day of April, 2005 and this Compact shall enter
into force in accordance with Section 1.3,

Done at Washington, D.C. in the English language,

FOR MILLENNIU CHALLENGE
CORPORATION , ON BEHALF OF
THE UNITED STATES OF AMERICA

FOR TH GOVERNNT OF THE
REPUBLIC OF MADAGASCAR

/ s / / s /

Name: Paul V. Applegarh
Title: Chief Executive Offcer

Name: Benjamin Andramparany Radavidson
Title: Minister of Economy, Finance and Budget

Signature Page 10 Milennium Challenge Compact by and betWeen the United States of America, acting through !I MilennIum Chllenge
COInltiOl, and the Govemment of tbe Reublic ofMadagaser
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EXHIBIT A

LIST OF CERTAIN SUPPLEMENTAL AGREEMENTS

Governance Agrement

Form of Fiscal Agent Agreement

Form ofImplementing Entity Agreement

Form of Ban Agreement



Federal Register/Vol. 70, No. 81/Thursday, April 28, 2005/Notices 22101

ANNEX I

PROGRAM DESCRPTION

This Anex I to the Compact (the Program Anna generally describes the Program that MCC
Funding wil support in Madagascar durng the Compact Term and the results to be achieved
from the investment of MCC Funding. Prior to any MCC Disbursement or Re-Disbursement
including for the Projects described herein, the Parties shall enter into a Supplemental Agreement
that (i) furter specifies the terms and conditions of such MCC Disbursements and Re-
Disbursements, (ii) is in a fonn and substace mutually satisfactory to the Paries , and (Hi) is
signed by the Principal Representative of each Pary (the Disbursement Agreemen('

Except as specifically provided herein, the Pares may amend ths Program Anex only by
wrtten agreement signed by the Principal Representative of each Pary. Each capitalized term in
this Program Anex shall have the same meaning given such term elsewhere in this Compact.
Unless otherwise expressly stated, each Section reference herein is to the relevant Section of the
main body of the Compact.

Background; Consultative Process.

The Madagascar national poverty reduction strategy paper PRSP") focuses on increasing rural
incomes. Eighty percent of Madagascar s poor live in rural areas and the PRSP shows that the
majority ofthese people did not benefit from the macroeconomic growth achieved during the
1997-2001 period when welfare gains failed to spread to rual areas. The latest Joint Staff
Assessment of the Malagasy PRSP supports the three guiding principles that underpin the PRSP
aimed at stimulating growth and investment: (i) a commitment to major investment in public
transport infrastructue in order to integrate farers into the market economy through a better
road network, (ii) a commitment to public-private parership in the management of key public
enterprises, and (ii) a commitment to improving the environment for private investment through
reforms in inter alia land titlng and land security laws.

Given the preominantly rual basis of poverty in Madagascar, a rural- focused approach to
economic growth will be of paramount importance to any successful effort to reduce poverty.
The IM/IA endorse the povery reduction strategy, which they conclude is "corrctly built
around raising agrcultural productivity and attracting agro-business investments to high
potential zones.

In developing the concepts for the Proposal, the Governent engaged in a consultative process
that reached out though workshops and subsequent sessions to the business communty (banks,
business associations, chambers of commerce, faners associations, rnicrofrnance institutions,
industral enterprises), non-governental organzations, civil society, and donors. The
Governent first organized an introductory national workshop (consisting of more than 350
paricipants and including the presence of President Ravalomanana) to describe the MCA and
discuss obstacles to economic growt and poverty reduction. The feedback from this national
consultation workshop served as the basis for the Governent' s first draf proposal. The
Goverent subsequently organzed six regiona consultative workshops consisting of 50 to 150

ANNX 1-
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paricipants each (in Antsiranana, Antisrabe, Mahajanga, Toliar, Fianartsoa, and Toamasina)
and one national workshop (in Antananarvo), during which paricipants offered their insights on
obstacles to economic growt and povery reduction in Madagascar. The Governent also 
radio and TV broadcasts on the MCA, at times soliciting on-air input, and also published
newspaper advertsements tht anoWlced meetings and called for submission of proposal ideas.
Following this consultation period, the Governent revised its first draft proposal into the
Proposal. In order to solicit on-going feedback on the Proposal, the Government set up an "
mall submission box" and posted the Proposal on the Ministr of Finance website.

The Proposal also reflects the ideas and strategies expressed in the PRSP. In that regard, the
PRSP process is relevant to Wlderstanding the extent of national consultation on the issues
underlying the Proposal. The PRSP consultative process was similar to the MCA consultative
process in many respects, such as by including regional workshops and paricipation 
representatives from the private sector, civil society, donors, and other groups. The PRSP
process also incorporated consultations along sectoral or thematic lines, which were absent from
the MCA process. Paricipation in the PRSP regional and sectoral/thematic workshops was (on
average) as follows: private sector and civil society (46%); public sector (35%); donors (10%).
Representatives of the business community, civil society, interational non-governental
organizations and donors all received invitations to consultative process sessions and all groups
paricipated, Farers associations and micro finance institutions were also key paricipants,
which helped highlight concerns of the rural poor (80% of Madagascar s population live in rual
areas; 73% of rural inabitats live under the poverty line).

Based on the PRSP and the consultations described above, the Governent developed and
submitted the Proposal to MCC. The Proposal focused, among other things, on raising
agricultural productivity and increasing agro-investment in five targeted high potential zones.
The thee primar components of the Proposal- which focus on what are wIdely accepted as
deep-rooted factors affecting economic growth and poverty reduction on a national level- enjoy
broad support and enthusiasm from the business communty, local and international non-
governental organizations, civil society, and other donors.

Following MCC' s review of the Proposal and discussions and negotiations of the Pares, the
Pares have identified certain mutually acceptable components of the Proposal and other
components developed through the discussions of the Paries that together shall constitute the
Program. The Program is fully consistent with, and directly supports, the following priority area
identified by the Government in the PRSP: improving the environment for private sector
investment through legal and policy refonn as well as development of financial infiastrcture

increasing land security and providing knowledge of market opportunities and requirements in
rural areas. Furennore, the proposed implementation frework for ths Compact, as
described in Section 3 of this Progr Anex, is consistent with another priority area identified
by the Governent in the PRSP: a commitment to public-private parership in the management
of key public enterprises, as it wil include representatives of the Governent and the
beneficiares in tbe decision-making body and wil recruit fiom both public and private sector for
the key management positions.

ANNX 1-
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Overview.

(a) Pro2ram Objectives. The Program involves a series of specific and
complementar interentions that the Pares expect wil achieve the Land Tenure Objective, the
Finance Objective and the Agrcultural Business Investment Objective and advance the progress

of Madagascar towards the Compact Goal, parcularly in five discrete geographic and high-
potential pilot areas (each, a Zone

(b) Proiects. The Paries have identified, for each Objective, Projects that they
intend for the Governent to implement, or cause to be implemented, using MCC Fundig, each
of which is described in the Schedules to ths Program Anex. The Schedules to this Program
Anex identify the activities tht wil be underaken in fuherance of each Project (each, a
Project Activity"

). 

Notwithstading anyting to the contrary in this Compact, the Paries may
agree to modify, amend, tenninate or suspend these Projects or create a new project by wrtten
agreement signed by the Principal Representative of each Par without amending this Compact;
provided, however any such modification or amendment of a Project or creation of a new project
is (i) consistent with the Objectives; (ii) does not cause the amount ofMCC Funding to exceed
the aggregate amount specified in Section 2.1(a) of this Compact; (ii) does not cause the
Governent' s responsibilities or contrbution of resources to be less than specified in Section 2.
of this Compact or elsewhere in this Compact; and (iv) does not extend the Compact Tenn. The
Program wil be conducted on two geographic levels: certin Project activities shall be
implemented on a national basis and other Project activities shall be implemented solely within
the five tageted Zones (three Zones shall be as identified though the Agrcultual Business
Investment Project and two Zones shall be selected by the Governent in accordance with
criteria mutually agreed upon by the Parties).

(c) Beneficiaries. The intended beneficiares of each Project are described in the
respective Schedule to this Program Anex to the extent identified as of the date hereof. .Since
all of the Zones wil likely not be identified until after the entr into force of this Compact, the
Paries are unable to state with more specificity as of the date hereof, or on a disaggregated basis,
the intended beneficiares of the Program or the Projects. As the Zones are identified, the
Goverent shall provide to MCC infOlmation on the population of such Zones, disaggregated
by gender, income level and age. After the Zones have been selected, the Paries shall agree
upon the description of the intended beneficiares and the Paries wil make publicly available a
more detailed description ofthe intended beneficiares of the Prgram, including publishing such
description on the website operated by MCA-Madagascar (the MCA-Madagascar Website
The Governent shall ensure that MCA-Madagascar presents to the Advisory Council
(described below) (i) a detailed description of the intended beneficiares and (ii) the methodology
used to detennine the intended beneficiares withn thrt (30) days of the detennmation of Zones
and completion ofthe analysis of the intended beneficiares therein, disaggregated, to the
maximwn extent practicable, by income level, gender, and age.

(d) Civil Society. Civil society shall paricipate in overseeing the implementation of
tbe Program through its representation on the Advisory Council, as provided in Section 3(e) of
this Program Anex. In addition, the Work Plans or Procurement Plan (defined below) for each
Project shall note the extent to which civil society will have a role in the implementation of a

ANX 1-
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paricular Project Activity. Finally, members of civil society may be recipients of training or
other public awareness programs that are integral to the Project Activities.

(e) Monitorine and Evaluation ("M&E") Anex II of this Compact general1y
describes the plan to measure and evaluate progress toward achievement of the Objectives of ths
Compact. (the M&E Plan

Implementation Framework.

The implementation framework and the plan for ensuring adequate governance, oversight
management, monitoring, evaluation and fiscal accountabilty for the use ofMCC Funding is
summarzed below and in the Schedules attached to ths Program Annex , or as may otherwse be
agreed in writing by the Paries.

(a) General. The elements of the implementation frework wil be fuher
described in relevant Supplemental Agreements and in a detailed plan for the implementation of
the Program and each Project (the Implementation Plan

), 

which wil be memorialized in one
or more documents and shall consist of: a Financial Plan (defined below), Budget (defied
below), Fiscal Accountability Plan (defined below), Procurement Plan (defined below), Program
and Project Work Plans (defined below), and M&E Plan. MCA-Madagascar (defined below)
shall adopt each component of the Implementation Plan in accordance with the requirements and
timeframe as may be specified in ths Program Annex, the Disbursement Agreement or as may
otherwise be agreed by the Paries from time to time. MCA-Madagascar may modify, alter, or
amend the Implementation Plan or any component thereof without amending this Compact
provided any material modification. alteration, or amendment of the Implementation Plan or any
component thereof has been approved by MCC and is otherwise consistent with the requirements
of this Compact and any relevant Supplemental Agreement between the Pares. By such time as
may be specified in the Disbursement Agreement or as may otherwise be agreed by the Paries
from time to time, MCA-Madagascar shall adopt one or more work plans for the overa1l
administration of the Program and for each Project (collectively, the Work Plans

). 

The Work
Planes) shall set forth the details of each activity to be undertaken or financed by MCC Funding
as well as the allocation of roles and responsibilities for specific Project activities, or other
progratic guidelines, perfonnance requirements, targets, or other expectations for a Project.

(b) Government. The Governent shall promptly tae all necessar and appropriate
actions to cary out the Governent Responsibilities and other obligations or responsibilties
under this Compact and in fuh rance of this Compact, including undertakng or pursuing such
legal, legislative or regulatory actions or procedural changes as may be necessary or appropriate
for the achievement of the Objectives and successful implementation of the Program. The
Government shall establish, or cause to be established, a legal entity, in a fonn mutually
agreeable to the Paries MCA-Madagascar"), which shaH be a Permitted Designee and sha1l be
responsible for the oversight and management of the implementation of this Compact on behalf
of the Governent. MCA-Madagascar shall be organized, and have such roles and
responsibilities, as described in Section 3(d) of this Program Anex and as provided in the
Governance Agreement; provided, however the Governent or other Pennitted Designee may,
subject to MCC approval car out any of the roles and responsibilties delegated to MCA-
Madagascar and descrbed in Section 3(d) of this Program Anex or elsewhere in this Program
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ADex , the Governance Agreement, or any other Supplemental Agreement prior to and durng
the initial period ofthe establishment and staffng of MCA-Madagascar, but in no event longer
than six months from the entr into force of this Compact, unless otherwise agreed by the Paries
in wrting. The Governent shal promptly take all necessar and appropriate actions, including
any necessar legal, legislative or reguatory actions, to ensure that MCA-Madagascar is duly
autorized and suffciently organized, staffed and empowered to car out any Designated Rights
an Responsibilties, entering into an appropriate agreement with MCA-Madagascar to designate
MCA-Madagascar to implement and to exercise the Designated Rights and Responsibilties.

(c) MCC

(i) Notwithstanding Section of this Compact or any provision in this
Program Anex to the contrar, and except as may be otherwise agreed upon by the Paries from
time to time, MCC must approve in wrting each of the following transactions, activities,
agreements and documents prior to the execution or carying out of such transaction, activity,
agreement or document and prior to MCC Disbursements or Re-Disbursements in connection
therewith:

(1) MCC Disbursements;

(2) Each Budget, and any amendments thereto;

(3) The Financial Plan , Supplemental Financial Plan (defined in
Anex n) and any amendments thereto;

(4) Agreements (i) between the Governent and MCA-Madagascar
(ii) between the Governent, a Governent Affliate, MCA-Madagascar or any other Permitted
Designee on the one hand, and any Provider or Affiiate of a Provider, on the other hand, with an
aggegate value ofMCC Funding equal to or greater than USD $500 000, or such other amount
as may be agreed to by the Partes, or which, when added to the value of other agreements made
or expected to be made between the Goverent, any Governent Affliate, MCA-Madagascar
or any other Permitted Designee with the same Provider or any Affliate of such Provider durig
the Compact Term would be equal to or greater than USD $500 000, or such other amount as
may be agreed to by the Paries, or (iii) in which the Governent, a Governent Affliate
MeA-Madagascar or any other Permitted Designee appoints or engages any of the following in
fuerce of this Compact with any of the following:

(A)

(8)

Auditor (defined below) or Reviewer (defined below);

Fiscal Agent (defined below);

Each Bank (defined below);(C)

(D)

(E)

(F)

Procurement Agent (defined below);

Outside Project Manager (defined below);

Implementing Entity (as defined below); and
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(G) Director, offcer, and other key employee of MCA-
Madagascar, including the Manager of Administrtion and
Finance (including any compensation for such person).

(Any agreement described in clause (i) though (Hi) ofthis Section 3(cXi)(4) and any
amendments thereto, each, a Material Agreement"

(5) Any modification, termination or suspension of a Material
Agreement, or any action that would have the effect of such a modification, termination or
suspension of a Material Agreement;

(6) Any agreements that are not at ar s length or with a pary related
to the Governent or MCA-Madagascar or any of their respective Affiiates;

(7) Re-Disbursements (each, a Material Re-Disbursement") equal to
or greater than USD $100 000, or such other amount as may be agreed to by the Paries, 
which, when added to other Re-Disbursements made or expected to be made to the same
Provider or any Affliate during the Compact Term, or such other period as MCC may determine
from time to time, would be equal to or greater than USD $100,000, or such other amount as
may be agreed to by the Paries;

(8) Terms of reference for the procurement of goods or services for
which the value of the contract if entered into or the goods or services procured would be equal
to or greater than USD $250 000, or such other amount as may be agreed to by the Paries (each,

Material Terms of Reference

(9) The Implementation Plan, including each component plan thereto
and any material amendments to the Implementation Plan or any component thereto;

(10) Pledges of any MCC Funding or any Program Assets or any
guarantee directly or mdirectly of any indebtedess (each, a Pledge

(11) Any disposition (in whole or in part), liquidation, dissolution
winding up, reorganization or other change of (A) MCA-Madagascar, including any revocation
or modification of any decree or charer document establishing MCA-Madagascar, or (B) any
subsidiar or Affliate ofMCA-Madagascar;

(12) Any change in character or location of any Permitted Account
(defined below);

(13) Formation or acquisition of any subsidiary (direct or indirect) or
other Affliate ofMCA-Madagascar;

(14) Any change in the composition of the Steering Committee of
MCA-Madagascar (defined below), including approval of the nominee for Chairman (defined
below), and any filling of the vacancy of the Chairman s seat, and the representatives nominated
by the Advisory Council (defined below) for the designated Advisory Council seats on the
Steerig Committee;
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(15) The management information system to be developed and
maintained by the Management ofMCA-Madagascar (defined below), and any material
modifications to such system;

(16) Any decision to amend, replace, terminate or otherwise change any
of the foregoing; and

(17) Any other activity, agreement, document or transaction requiring
the approval ofMCC in this Compact, the Governance Agreement, the Disbursement
Agreement , or any other Supplemental Agreement between the Paries.

The Chairman of the Steering Committee (the Chairman and/or the Managing Director of
MCA-Madagascar (the Managing Director or other designated officer, as provided in the
Governance Agreement, shall certify any documents or reorts delivered to MCC in satisfaction
of the Governent' s reporting requirements under this Compact or any Supplemental Agreement
between the Paries (the Compact Reports

(ii) MCC shall have the authority to exercise its approval rights set forth in
this Section 3( c) in its sole discretion and independent of any participation or position taken by
the MCC Representative at a meeting of the Steerig Committee.

(d) MCA-Mada2ascar.

(i) General. Unless otherwise agreed by the Paries in writing, MCA-
Madagascar shall, as a Permitted Designee, be responsible for the oversight and management of
the implementation of this Compact. MCA-Madagascar shaH be governed by the terms and
conditions set forth in a governance agreement to be entered into by the Governent and MCA-
Madagascar, in a form and substance satisfactory to MCC, on or before the time specified in the
Disbursement Agreement Governance Agreemenf' and on the following principles:

(1) The Governent shaH ensure that MCA-Madagascar shall not
assign, delegate or contract any of the Designated Rights and Responsibilties without the prior
wrtten consent of the Goverent and MCC. MCA-Madagascar shall not establish any
Affiiates or subsidiares (direct or indirect) without the prior written consent of the Govenunent
and MCC.

(2) Unless otherwise agreed by the Paries in wrting, MCA-
Madagascar shall consist of (a) a special steering committee (the Steering Committee
oversee MCA-Madagascar s responsibilties and obligations under the this Compact (including
any Designated Rights and Responsibilities) and (b) a management team Management") 

have overall management responsibilty for the implementation of this Compact.

(ii) Steering Committee.

(I) Formation. The Goverent shall ensure that the Steering
Committee shall be formed constituted, governed and operated in accordance with the terms and
conditions set fort in the Goverance Agreement.
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(2) Composition. Unless otherse agreed by the Paries in wrting,
the Steering Committee shall consist of seven voting members, one of whom shall be appointed
the Chaian as provided in the Governance Agreeent, and three non-voting observers.

(A)

(B)

(C)

(D)

The voting members shall be as follows, provided that the
Governent members identified in subsections (i) - (v)
below may be replaced by another governent offcial
subject to approval by the Governent and MCC:

(i) Chief of Sta of the Presidency ofthe Republic of
Madagascar;

(ii) The Secretary General of the Ministry of Economy,
Finance and Budget;

(iii) The Secretary General of the Ministry of Industry,
Commerce and Private Sector Development;

(iv) The Secretary General of Agrculture, Livestock
and Fisheries; and

(v) Three (3) representatives of the Advisory Council
(nominated to serve two year tenus by the Advisory
Council and any vacancy to be fined by nomination
by the Advisory Council).

The non-voting observers shall be:

(i) A Representative designated by MCC (the MCC
Representative

); 

and

(ii) Two Advisory Council representatives-elect who
wil be non-voting observers during the one-year
period prior to the beginning oftheir respective
terms.

Each voting member position identified in Sections
3(d)(ii)(2)(A)(i) - (iv) of ths Program Anex shan filled by
the individual then holding the office identified and such
individuals shan serve in their capacity as the applicable
Governent offcial and not in their personal capacity.

Subject to the Goverance Agreement, the Paries
contemplate that the Chief of Staf of the Presdency of the
Republic of Madagascar shall initially fill the seat of
Chairan.
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(3)

(E) Each non-voting observer identified in Section
3(d)(ii)(2)(B) of this Program Anex shalt have rights to
attend all meetings of the Steering Committee, paricipate
in the discussions of the Steering Committee, and receive
all information and documents provided to the Steering
Committee, together with any other rights of access to
records, employees or facilties as would be granted to a
member of the Steering Committee under the Goverance
Agreement.

Role and Responsibilties.

(A) The Steering Committee shall oversee Management , the
overall implementation of the Progr, and the
performance of the Designated Rights and Responsibilties.

(B) Certain actions , documents or agreements may only be
taen or executed and delivered, as the case may be , by
MCA-Madagascar upon the approval and authorizatIon of
the Steering Committee as set fort in the Goverance
Agreement, including each MCC Disbursement Request
(defined below), selection or termination of certin
Providers, any component of the Implementation Plan,
certain Re-Disbursements and cerain terms of reference.

(C) The Chairman shall certify the approval by the Steering
Committee of all Compact Reports or any other documents
or report from time to time delivered to MCC by MCA-
Madagascar (whether or not such documents or reports are
required to be delivered to MCC), and that such documents
or reports are tre, accurate and complete.

Without limiting the generality of the Designated Rights
and Responsibilties that the Governent may designate
MCA-Madagascar as the implementer or exerciser of in
accordance with this Compact, and subject to MCC'

. contractual rights of approval as set fort in Section 3( c) of
this Program Anex or elsewhere in this Compact or any
relevant Supplemental Agreement, the Steering Committee
shall have the exclusive authority as between the Steering
Committee and the Management for all actions defined for
the Steering Committee in the Governance Agreement and
which are expressly designated therein as responsibilties
that canot be delegated fuer.

(4) Indemification of Non-Governent Steering Commttee
Representatives. The Governent shall ensure, at the Goverent' s sole cost and expense, that
appropriate insurance is obtained and appropriate indemnifications and other protections are

(D)
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provided, to the fullest extent permitted under the laws of the Republic ofMadag;car, to ensure
that as voting members or non-voting observers the Advisory Council representatves serving on
the Steerig Committee shall not be held personally liable for the actions or omissons ofthe
Steering Committee. Pursuat to Section 5.5 and Section 5.8 ofthis Compact, th Governent
and MCA-Madagascar shall hold harless the MCC Representative for any liabilty or action
arsing out of the MCC Representative s role as a non-voting observer on the Steering
Committee. MCA-Madagascar shall provide a written waiver and acknowledgement that no
fiduciary duty to MCA-Madagascar is owed by the MCC Representative.

(Hi) Management. Unless otherwise agreed in wrting by the Paries
Management shall report, through the Managing Director or other Offcer (defied below) 
designated in the Governance Agreement, directly to the Steering Committee and shan have the
composition, roles and responsibilties described below and set forth more paricuarly in the
Goverance Agreeent.

(1) Appointment. The Offcers that make up the Management of
MCA-Madagascar shall be selected and appointed by the Steering Committee altr a competitive
selection process and subject to MCC approval.

(2) Composition. The Governent shan ensure that th Management
shall be composed of qualified experts from the public or private sectors, includimt such offces
and staff as may be necessar to car out effectively its responsibilities, each wfu such powers
and responsibilities as set forth in the Governance Agreement and from time to time in any
Supplemental Agreement, including without limitation the following: (i) Managing Director; (ii)
Manager of Monitorig and Evaluation; (Ui) Manager of Procurement; (iv) Manager 
Administration and Finance; and (v) a Manager of Land Tenure Project, a Manager of Finance
Project, and a Manager of Agrcultural Business Investment Project (each a, p"ject Manager

(the persons holding the positions in sub-clauses (i) though (v) shall be collectiv.ely referred to
as Offcers

). 

The Partes contemplate that for puroses of the initial period of()perations, and

in no event longer than six months, MCA-Madagascar may appoint an acting Managing
Director, subject to the approval ofMCC; provided during such period, the Steerng Committee
shall ratify the actions of such acting Managing Director and MCA-Madagascarshall select a
permanent Managing Director through a competitive selection process and subject to MCC
approval in accordance with this Anex I.

(3) Role and Responsibilties.

(A) Management shall assist the Steering Committee in
overseeing the implementation of the Progr and shall
have pricipal responsibilty (subject to the direction and
oversight of the Steerng Committee and subject to MCC'
contractual rights of approval as set fort in Section 3(0) of
this Program Anex or elsewhere in this Compact or any
relevant Supplemental Agreement) for the overall
management of the implementation of the Program.

Without limiting the foregoing general responsibilties 
the generality of Designated Rights and Resnsibilities

(B)
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that the Goverent may designate MCA-Madagascar as
the implementer or exerciser of in accordance with this
Compact, Management shall develop the components of the
Implementation Plan oversee the implementation of the
Projects, manage and coordinate monitoring and
evaluation, mantain internal accounting records, conduct
and oversee certain procurements, and such other
responsibilties as set out in the Goverance Agreement or
delegated to Management by the Steering Committee from
time to time.

(C) Management shaH have the obligation and right to approve
cerain actions and documents or agreements, including
certain Re-Disbursements, MCC Disbursement Requests
Compact Reports, certain human resources decisions, and

certain procurement actions, as provided in the Governance
Agreement.

(4) Additional Resources. Management shall have the authority to
engage qualified entities to serve as outside project managers (each, an Outside Project
Manager in the event that it is advisable to do so for the proper and effcient day-to-day
management of a Project; provided, however that the appointment or engagement of any Outside
Project Manager after a competitlve selection process shall be subject to approval by the Steering
Committee and MCC prior to such appointment or engagement. Upon Steering Committee
approval, Management may delegate, assign, or contract to the Outside Project Managers such
duties and responsibilties as it deems appropriate with respect to the management of the
Implementing Entities and the Implementation of the specific ProJects; and provided, further
that Management and the relevant Project Manager shall remain accountable for those duties and
responsibilties and all reports delivered by the Outside Project Manager notwithstading any
such delegation, assignent or contract. The Steerig Commttee may, independent of any
request from Management, deterine that it is advisable to engage one or more Outside Project
Managers and instrct Management or, where appropriate, a Procurement Agent to commence
and conduct the competitive selection process for such Outside Project Manager.

(e) Advisory Council

(i) Formation and Composition. The Governent shaH cause to be
established an advisory council (the Advisory Council' consisting of no more than twelve (12)
members, unless otherwse agreed by the Paries, and comprised of: (A) one or more
representatives of the private sector (e. association of bans, fficrofinance association,
farers ' association); (B) one or more representatives of civil society (e. women s association,
chambers of commerce, anti-corrption association, environmental organation); (C) one 
more representatives of mayors within the Zones; and (D) one or more representatives of
regional governents of the Zones. The composition of the Advisory Council shall be adjusted
upon the final determination of aU five Zones in order to adequately represent each Zone.
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(ii) Role. The Advisory Council shall be a mechanism to provide
representatives of the private setor, civil society and local and regional goverents the
opportunity to provide advice and input to MCA Madagascar regarding the implementation of
the Compact. During quarerly meetigs of the Advisory Council, the Manager of Monitoring
and Evaluation or other appropriate Management representative shall present an update on the
implementation of this Compact and progress towards achievement of the Objectives. The
Advisory Counil wil have an opportity to regularly provide to Mangement and the Steering
Committee its views or recommendations on the performance and progress on the Prjects,
components of the Implementation Plan, procurement, fiancial management or such other
issues as may be presented from time to time to the Advisory Council or as otherwise raised by
the Advisory Council.

(iii) Meetings. Tbe Advisory Council shall hold quarerly meetings of the full
Advisory Council as well as such other periodic meetings of the Advisory Councilor
subcommittees thereof designated along sectoral (e. bang, credit, agrbusiness
environmental issues, gender issues), regional (by Zones), or other lines. as may be necessary or
appropriate from time to time.

(iv) Steering Committee Representation. The Advisory Council shall
nominate, by majority decision, three (3) representatives of the Advisory Council to the Steering
Committee as voting member to each serve a two-year term, along with two representatives-
elect. A nominee to the Steering Committee shaH become a member of the Steering Committee
upon approval by MCC and the Governent. The Advisory Council shan rotate its
representative every two years. No Advisory Council representative may serve on the Steering
Committee for more than a single two-year term during the Compact Tenn. Any vacancy of any
Advisory Council seat on the Steering Committee shaH be filled by the representative-elect
designated for such seat; provided that the elevation of any such representative-elect to the
Steering Committee shall be subject to approval by MCC and the Govenuent at the time of such
proposed elevation and that, following such approval, the Advisory Council shall appoint a new
representative-elect for such position; provided, further that in the absence, or ifMCC or the
Government do not approve the elevation to the Steering Committee, of a representative-elect,
the vacancy shall be filled by a nominee who shall be nominated by the Advisory Council and
approved by MCC and the Government.

(v) Accessibilitv: Transparency. Advisory Council members wil be
accessible to the beneficiares they represent to receive the beneficiaries ' comments or
suggestions regarding the Program. The minutes of all meetings of the Advisory Council and
any subcommttee shall be made public on the MCA-Madagascar Website in a timely maner.

(f) Imolementinl! Entities. Subject to the terms and conditions of this Compact and
any other Supplemental Agreement between the Partes, MCA-Madagascar may provide MCC
Funding to one or more Governent agencies or to one or more nongovernental or other
public- or private-sector entities or persons to implement and car out the Prjects or any other
activities to be cared out in furtherce of this Compact (each, an Implementing Entit"
The Governent shall ensure that MCA-Madagascar enters into an agrement with each
Implementing Entity, in fonn and substace satisfactory to MCC, that sets forth the roles and
responsibilities of such Implementing Entity and other appropriate terms and conditions, such as
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payment of the Implementing Entity (the Implementing Entity Agreement'

). 

Implementing Entity shall report directly to the relevant Project Manager or Outside Project
Manager, as designated in the applicable Implementig Entity Agreement or as otherwse agreed
by the Pares.

(g) 

Fiscal Allent. The Governent shall ensure that MCA-Madagascar engages one
or more fiscal agents (each, a Fiscal Agent"), who shall be responsible for, among other things:
(i) ensurng and certifyng that Re-Disbursements are properly authorized and documented in
accordance with established control procedures set forth in the Disbursement Agreement, the
Fiscal Agent Agreement and other relevant Supplemental Agreements; (ii) instrcting a Ban to
make Re-Disbursements from a Permitted Account, following applicable certification by the
Fiscal Agent; (iii) providing applicable certifications for MCC Disbursement Requests; and (iv)
producing reports on MCC Disburements and Re-Disbursements (including any requests
therefore) in accordance with established procedures set forth in the Disbursement Agreement,
the Fiscal Agent Agreement or any other relevant Supplemental Agreements. Upon the written
request ofMCC, the Governent shall ensure that MCA-Madagascar terminates a Fiscal Agent
without any liabilty to MCC, and the Governent shall ensure that MCA-Madagascar engages a
new Fiscal Agent, subject to the approval by the Steering Committee and MCC The
Governent shall ensure that MCA-Madagascar enters into an agreement with each Fiscal
Agent, in fonn and substance satisfactory to MCC, that sets forth the roles and responsibilties of
the Fiscal Agent and other appropriate tenns and conditions, such as payment of the Fiscal Agent
(each, a Fiscal Agent Agreement"). During the Compact Term, subject to MCC' s approval,
certain Fiscal Agent duties and responsibilities may be transferred to the duties and
responsibilties ofthe Manager of Administration and Finance, at which time the Fiscal Agent
Agreement shall be amended accordingly.

(h) Auditors and Reviewers . The Governent shaH ensure that MCA-Madagascar
engages one or more auditors, reviewers or evaluators to audit, review or evaluate all or any
portion of the activities cared out in fuherance of this Compact or audit, review or evaluate
such other matters as MCC may reasonably request from time to time. There shal1 be at a
minimum an auditor with the capacity to conduct audits of financial information (the Auditor
in accordance with Section 3.8(e) of this Compact. As requested by MCC in wrting from time
to time, MCA-Madagascar shall also engage an independent reviewer to conduct reviews of
performance and compliance under this Compact, an independent reviewer with the capacity to
conduct data quality assessments in accordance with the M&E Plan, as described more ful1y in
Anex II. and/or an independent evaluator to assess performance as required under the M&E
Plan (each, a Revieer

). 

MCA-Madagascar shaH select the Auditor(s) or Reviewers m
accordace with the Governance Agreement or other relevant Supplemental Agreement. The
Goverent shall ensure that MCA-Madagascar enters into an agreement with each Auditor or
Reviewer, in form and substance satisfactory to MCC, that sets forth the roles and
responsibilties ofthe Auditor or Reviewer with respect to the audit, review or evaluation,
including access rights, reuired form and content of the applicable audit, review or evaluation
and other appropriate terms and conditions such as payment of the Auditor or Reviewer (the
Auditor/Reviewer Agreement"). In the case of the financial audit, such AuditorlReviewer

Agrement shall be effective no later than 120 days prior to the end of the relevant fiscal year or
other period to be audited.

ANNEX 1-



22114 Federal Register / Vol. 70, No. 81/ Thursday, April 28, 2005/ Notices

(i) ProcurementA!!ent. Ifrequested by MCC, the Goverent shall ensure that
MCA-Madagascar engages one or more procurement agents (each, a Procurement Agent"
car out and/or certify specified procurement activities in fuherance of this Compact on behalf
of the Governent, MCA-Madagascar, any Outside Project Manager or Implementing Entity.
The role and responsibilties of such Procurement Agent and the critera for selection of a
Procurement Agent shaH be as set forth in the applicable hnplementation Letter or Supplemental
Agreement. The Governent shall ensure that MCA-Madagascar enters into an agreement with
the Procurement Agent, in form and substance satisfactory to MCC, that sets forth the roles and
responsibilties of the Procurement Agent with respect to the conduct, monitoring and review of
procurments and other appropriate terms and conditions, such as payment of the Procurement
Agent (the Procurement Agent Agreement"

). 

Any Procurement Agent shall adhere to the
procurement standards set forth in the Procurement Guidelines and ensure procurements are
consistent with the procurement plan (the Procurement Plan adopted by MCA-Madagascar
which plan shall forecast the upcoming six month procurement activities and be updated every
six months.

Fiances and Fiscal Accountabilty.

(a) Financial Plan and Budl!et

(i) Financial Plan. The multi-year financial plan for the Program and for each
Project (the Financial Plan is summarzed in Anex II to this Compact.

(ii) Budget. During the Compact Term, the Governent shall ensure that
MCA-Madgascar delivers to MCC a report of anual and quarerly budget requirements for the
Program and each Project, projected both on a commitment and casb requirement basis (each a

Budgef'). Each Budget shalt be delivered by such time as specified in the Disbursement
Agreement or as may otherwise be agreed by the Paries.

(Hi) Modifications to Financial Plan or Budget. Notwithstanding anything to
the contrary in this Compact, MCA-Madagascar may modify, alter, or amend the Financial Plan,
or any Supplemental Financial Plan, or any Budget without amenmng this Compact, provided
such modification, alteration, or amendment has been approved by MCC and is otherwise
consistent with the requirements of this Compact and any relevant Supplemental Agreement
between the Paries.

(b) Disbursement and Re-Disbursement. The Disburement Agreement (and
disburement schedules thereto), as amended from time to time. shall specify the terms
conditions and procedures on which MCC Disbursements and Re-Disbursements shall be made.
The obligation ofMCC to make MCC Disbursements or approve Re-Disbursements is subject to
the fulfilment or waiver of any such terms and conditions. The Governent and MCA-
Madagascar shall jointly submit the applicable reuest for an MCC Disbursement (the MCC
Disbursement Requesf'), certified by the Fiscal Agent, as may be specified in the Disburement
Agrement. MCC will make MCC Disbursements in tranches to a Permitted Account from time
to time as provided in the Disbursement Agreement or as may otherwse be agreed by the
Pares, subject to Program requirements and performance by the Governent, MCA-
Madagascar and other relevant pares in fuherce of ths Compact. Re-Disbursements wil be
made from time to time based on requests by an authorized representative of the appropriate
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party designated for the size and tye ofRe-Disbursement in accordance with the Goverance
Agreement and Disbursement Agreement; provided, however unless otherwise agreed by the
Paries in wrting, no Re-Disbursement shall be made uness and until the wrtten approvals
specified herei or in the Governance Agrement and Disbursement Agreement for such Re-
Disburement have been obtained and delivered to the Fiscal Agent.

(c) Fiscal Accountabiltv Plan. By such time as specified in the Disbursement
Agreement or as otherwise agreed by the Paries, MCA-Madagascar shall adopt as par of the
Implementation Plan a fiscal accountabilty plan that identifies the principles and mechanisms to
ensure appropriate fiscal accountabilty for the use ofMCC Funding provided under this
Compact, including the process to ensure that open, fair, and competitive procedures wi1 be used
in a transparent maner in the administration of grants or cooperative agreements and the
procurement of goods and services for the accomplishment of the Objectives (the Fiscal
Accountabilit Plan

''. 

The Fiscal Accountabilty Plan shall set forth, among other things
requirements with respect to the following matters: (i) fuds control and documentation; (ii)
separation of duties and internal controls; (iii) accounting stadards and systems; (iv) content and
timing of report; (v) policies concerning public availabilty of an financial information; (vi)
cash management practices; (vii) procurement and contracting practices, including timely
payment to vendors; (viii) the role of independent auditors; and (ix) the roles of fiscal agents and
procurement agents.

(d) Permitted Accounts . The Governent shall establish, or cause to be established
such accounts (each, a Permitted Account" and collectively Permitted Accounts as may be
agreed by the Paries 10 wrting from time to time, including:

(i) A single, completely separate U.S. Do11ar interest-bearing account (the
Special Account") at the Central Ban of Madagascar Central Bank" to receive MCC

Disbursements.

(ii) An interest-bearng local currency of Madagascar account (the Local
Account") at a commercial bank (the Commercial Bank" to which the Fiscal Agent may
authorize transfer from any U.S. Dollar Permitted Account of an amount equal to the upcommg
month' s local currency cash needs ofMCA-Madagascar as reflected in the monthly request from
MCA-Madagascar. The Commercial Ban shall be selected by MCA-Madagascar following a
competitive tender process and subject to MCC approval.

(iii) Such other interest-bearng accounts to receive MCC Disbursements in
such bank as the Paries mutually agree upon in writing.

No other funds shall be commingled in a Permitted Account other than MCC Funding and
Accrued Interest thereon. All MCC Funding held in a Permitted Account shall ear interest at a
rate of no less than such amount as the Paries may agree in the respective Ban Agreement 
otherise. MCC shall have the right, among other things , to view any Permitted Account
statements and activity directly on-line or at such other frequency as the Paries may otherwse
agree. By such time as shall be specified in the Disbursement Agr ement or as otherwse agreed
by the Paries, the Governent shall ensure that MCA-Madagascar enters into an agrement with
each Ban, respectively, satisfactory to MCC , that sets forth the signatory authority, access
rights, anti-money laundering and anti-terrorist financing provisions, and other tenus related to
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the Permitted Account, respectively (each, a Bank Agreemenf'). For puroses of this Compact
the Centrl Ban, the Commercial Ban, and any ban holding an account referenced in Section
4(d)(iii) of this Program Anex are each a Bank" and are collectively referred to as the
Banks.

(e) Currency Exchanl!e. MCC Funding shall be converted to the curency of
Madagascar either (i) at the Central Ban prior to the transfer to the Local Account or (ii) at the
Commerial Ban upon the transfer to the Local Account; provided, currency conversion occurs
at the institution offering the more competitive exchange rate and fee strcture at the time of the
exchange. For this purse, the Central Bank wil use as a standard the mid-point of the trading
rage on the day prior to the proposed trsfer as published by the Central Ban or as otherwise
may be agreed to by the Paries in wrting. The Fiscal Agent shaH instruct the bans at the time
of the monthly transfer request whether the Central Bank or the Commercial Ban shall
exchange the curency.

S. Transparency; AccountabiJty. Transparency and accountability to MCC and to the
beneficiares are important aspects ofthe Program and Projects. Without limiting the generality
of the foregoing, in an effort to achieve the goals of transparency and accountabilty, the
Governent shall ensure that MCA-Madagascar:

(a) Estalishes an e-mail suggestion box that interested persons may use to
communicate ideas, suggestions or feedback to MCA-Madagascar.

(b) Considers as a factor in its decision-making the recommendations of the Advisory
Council. paricularly in MCA-Madagascar s deliberations over pending key Management
decisions and key Steering Committee decisions as shalt be specified in the Governance
Agreement;

(c) Develops and maintains the MCA-Madagascar Website in a timely, accurate and
appropriately comprehensive maner, such MCA-Madagascar Website to include po stings of
information and documents in English and French, with a sumar in Malagasy;

(d) Posts on the MCA-Madagascar Website and otherwise makes publicly available
the following documents or information, including by posting on the MCA-Madagascar Website
from time to time:

(i) An minutes of the meetings of the Advisory Council and the meetings of
the Steerng Commttee;

(ii) The M&E Plan, as amended from time to time, along with periodic reports
on Program performance;

(ii) Such financial information as may be required by this Compact or as may
otherwise be agreed from time to time by the Paries;

(iv) All Compact Reports;
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(v)
a Reviewer; and

All audit reports by an Auditor and any periodic reports or evaluations by

(vi) A copy of any formation documents that established MCA-Madagascar
and any amendments thereto and the Governance Agreement and any amendments thereto.
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SCHEDULE 1 to ANNEX I

LAND TENUR PROJECT

This Schedule 1 generally describes and sumares the key elements of a land tenure Project
that the Paries intend to implement in fuherace of the Land Tenure Objective (the Land
Tenure Project). Additional details regarding the implementation of the Lad Tenure Project
wil be included in the Implementation Plan and in relevant Supplemental Agreements.

Background.

The Governent identified the lack of clear land ownership rights as the primar barer to
increased rual investment and agrcultural productivity growt. Sunilarly, the consultative
process consistently identified land insecurity and inefficient goverent land servces as high
priority areas for reform. Presently. there is widespread distrst of the formal proper
registration system. Also, a severe backlog exists of requests for title that canot be processed
due to a lack of resources and cumbersome registration processes. Although informal land
tenure practices provide a land user with a relative degree of local land tenure securty, the
conflct between the informal and formal practices is reported to be generating an increasing
number of disputes, constraining rural investment and land use improvements, and hidering the
expansion of collateral-based lending. As long as land remains an informal and insecure asset, it
is more likely to be utilized for subsistence needs than for other revenue-generating activities
and rural credit and land market development will be limited. There is a demand for and a need
to blend traditional and modem property recogntion and ownership practices so that land tenure
security wil be increased and transaction costs lowered, paricularly in areas where the rural
market economy is developing new opportunities for market-based income growth.

Summary of Project Activities and Expected Results.

The Land Tenure Project is designed to increase land titlng and land security in the Zones and
improve the effciency of land service administration. These, in tu, wil contrbute to better
land use, increased rura enterprise investment, and a better environment for collateral-based
lending. The Land Tenure Project wiB strengthen institutional and human resource capacity for
land administration services at national, regional, and local levels to ensure sustainability of
reforms achieved by the Land Tenure ProJect. MCC fuding wil assist Madagascar in
formalizing, implementing, and makg more effcient its National Land Policy Fraework

PNF"

). 

which is considered by property rights experts a coherent approach to land tenure
reform that builds from customary into modern practices progressively. The approach is
theefold:

Formalize the National Land Policy Fraework through a communications and
education campaign leading to stronger legal recognition of new land tenure
procedures, documents, and technques.

Protect property rights and formalize customary rights to land (titling or
certfication), relve disputes, and reduce transaction costs by improving the
effciency and transparency of land service administration through system
moderization, computerization, and decentralization.
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Build human capacity for land tenure policy development and land admnistration
servces at national, regional and local levels that focuses, inter alia, on land

tenure regularzation (e. titlng, certfication, and dispute resolution).

The Land Tenure Project is aimed at eliminating short-ru bottlenecks to povert-reducing
growth and creating effective processes first in priority rual zones where there is a clear
opportnity for increased productivity and market partcipation. This wil enable more remote or
trditional communities to formalize their land tenure over time as their social and economic
conditions create incentives for increased use by such communities of improved national and
local land adinistration services.

The following summarzes the contemplated Land Tenure Project Activities, anticipated results
and, where appropriate, regular benchmarks that may be used to monitor implementation
progress. Performance against the benchmarks and the overall impact of the Land Tenure
Project will be assessed and reported at the intervals to be specified in the M&E Plan (described
in Anex II) or as otherwise agreed by the Paries from time to time. The Paries expect that
additional benchmarks wil be identified during the implementation of the Land Tenure Project.
Estimated amounts ofMCC Funding for each Project Activity for the Land Tenure Project arc
identified in Anex II of this Compact. Conditions precedent to each Land Tenure Project
Activity and sequencing of the Land Tenure Project Activities shall be set forth in the
Disbursement Agreement or other relevant Supplemental Agreements.

(a) Activity: Support the Development of the Malagasy PNF

Madagascar s initial PNF ariculates an integrted coherent approach to land tenure reform. To
enable necessary land tenure reforms, MCC Funding wil support the following activities
designed to assist Madagascar in developing and promoting the country s initial PNF:

(i) Cary out information, education and communcation campaigns designed
to explain the specific land tenure reforms contemplated in the initial PNF to potential
beneficiares of such reforms, the staff of the National Land Service Administrtion and other
interestcd paries.

(ii) Consolidate and refine the PNF, durng and after completion of the
campaigns outlined above, which may result in additional white papers, additional land law
proposals, including property ta policy and corresponding legal reform, and suggested donor
interventions.

(Hi) Conduct public outreach and dissemination ofthe final PNF after
completion of the consolidation and refiement outlned above.

The expected results from these activities are:

(1) The adoption of new land legislation that reflects a more coherent
approach to land tenure reform and provides stronger legal
recognition of new land tenure procedures, documents
(certficates) and technques.
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(2) Consensus and broad acceptance for land tenure reform from the
National Land Service Administration, potential beneficiaries of
such refonns and other interested pares.

(3) The adoption of a new land law that reflects a more coherent
approach to land tenure reform and provides stronger legal
recogntion of new land tenure procedures, documents
(cerificates) and techniques.

The key benchmark to measure progress is expected to be:

(I) Submission to Parliament of draft land legislation based on the
final PNF and that recognizes improved land tenure procedures
documents (certificates) and techniques.

(b) Activity: Improve the Abilty of the National Land Service Administration to
Provide Land Services

To improve the effciency and transparency of services provided by the National Land Service
Administration with respect to property transactions, MCC Funding wil support the foUowing
activities to be undertaken in the centrl offces in Antananarivo and in the local land
management offces in the Zones:

(i)

(ii)

Indcx and Restore Documents.

(I) Ask aU curent holders of land titles and othcr formal owncrship
documents to bring these documents to existing land offces to
compare the information curently on record with the physical
documents being produced.

(2) Take inventory of the existing 800,000 land documents (land titlcs
and surcys) curently stored at the existing land management
offces and produce a plan for (i) restoring the damaged land
documents and (ii) scaning and digitizing all of the existing
documents, including those produced by curent holders above.

(3) Restore a portion of the damaged land titles and surveys in and
around Antananarvo and in the Zones (approximately 300 000).

(4) Resolve disputes and address iITegularties encountered in the
indexing and restoration process.

Modernze and Computerize System.

(1) Install an automated land parcel information system containing
propery rights inormation relating to each parcel (e.

g., 

date of
transfer, identification of occupant, legal property description,
physical boundares and restrctions).
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(2) Scan and digitize a portion of the existing land titles and surveys in
and around Antananarvo and hi the Zones (approximately
400 000), including those produced by curent holders.

(3)

(4)

Procure sateUite imagery for use in generating parcel maps.

Tran staff of National Land Serice Administration (central and
regional offices).

(5) Introduce mobile service units of the National Land Service
Administration.

The expected results from these activities are:

The protection of existing property rights.( 1)

(2) The abilty to identify competing property claims and prioritization
of propery rights.

(3) Low-cost and tiely property transactions and other related
services, including value-added GIS products.

(4) Central integration of information relating to property registration
held at local land management offces.

(5) Elimination of bottlenecks and delays in the present land
registration system.

(6) The development of technical capacity and skils within the land
management offces in order to sustain refonns.

The key benchmarks to measure progress are expected to include:

(c)

(1) Percentage ofland documents inventoried, restored and/or
digitized.

(2) Average time and cost required to car out propert transactions
at the national and local land management offces.

Activity: Decentralization of Land Services

MCC Funding wil finance the following activities designed to decentralize land services:

(i)

(ii)

(Hi)

Build and equip new local land management offces (ten per Zone).

Finance an initial two-year period of the operating costs of such new land
management offices.

Provide on-the-job trning to local land management offce staff.
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(iv)

(v)

Estalish proedurs and prtices for communcations and coordination
between the Nationa Lad Serce Admistrtion and local land
mangement off

Develop capacity for on-going management of records in the tocatland
management offces.

The exected results frm these activities are:

(1) Improved acces and afordabilty of property tractions and
other related serices at local land management offces and
sustaability of the same.

(2) Increased confidence in the formal land tenure system by potential
beneficiares.

The ke benchmark to measure progress is expected to be:

(d)

(1) Average tie and cost required to car out property transactions
at local land management offces.

Actvity: Land Tenure Regultrization in the Zoneg

MCC Fuding wil fmance the followmg activities designed to facilitate the issuance of titles or
land rights cerificates for potential beneficiares in the Zones:

(i) Fonnalize tenure in selected municipalities (communes) using one of thee
registration methods endorsed by the National Land Servce Admnistrtion.

(ii) Implement a fast-track titling and/or propery registration process within
selected areas withn the Zones.

The expected results from these activities are:

(1)

(2)

Formalization of trditional land use and tenure practices.

Improvement in land tenur securty and standarzed land
documentation processes and proedures.

Reduction in time reuired for titling and/or property registron
for potential investors.

(3)

The ke benchmarks to measur progress ar expected to include:

(1) Percentage of land in pilot sites in the Zones that is securly
demarcated and registered.

(2) Avere tie and cost requi to resnd to investor requests for
propey tractions by the fast-trk titling and/or propery
registrtion process.
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(e) Activty: InformatJon Gathering, Analysis and Dissemination

MCC Funding wil finance the following activities designed to improve the capacity oftbe
National Land Serice Administrtion and the local land management offces to sustain the
results as listed abve (in paragraphs (a) through (d) of ths Section 2):

(i) Finance the cost of a resident long-tenn land tenure expert with
international expeence to provide ongoing advice and technical assistace regarding policy
matters (e.

g.. 

to eliminate market distortions) to MCA-Madagascar and policy- level governent
institutions, offces or a ncies.

(ii) Finace occasional short-term national and international expers to provide
more operational ongoing technical assistance and training to the stafs of the National Land
Service Administtion and local land management offces.

(ii) Oranize and conduct workshops, seminars and other outreach activities
with intended beneficiares and other staeholders in order to obtain their feedback and
comments to improve procedures relating to property transactions and other related services.

(iv) Organze formal training and study tours outside of Madagascar for the
staffs of the National Lan Service Administration and local land management offces.

(v) Completc needs assessments for future reform relating to (i) land conflct
resolution methods, (ii) policy development and (iii) legal framework, including property tax
policy and corresonding legal reform , based on lessons leared from the activities caried out
under the Land Tenure Project.

Beneficiaries.

The principal beneficiars of the Land Tenure Project are expected to be current land title
holders and households and enterprises in the Zones without formal land rights. Following the
selection of a Zone, MCA-Madagascar shall publish a more precise identification of the
beneficiares as provided in Section 2(c) of the Program Anex. Certain activities in the Land
Tenur Project will have a national scope and impact. These include upgrading the archives and
information syms of the National Land Service Administration in Antananarvo, supporting
the development of the PNF and knowledge management. Other activities , including the
establishment oflocalland management offces, the development oflocal expertse and the
formalization of tradition land tenure within selected communities, will have specific impact in
the Zones.

Donor Coordination.

Land security is a key element of the Governent s development strategy. The country s PRSP
recommended establishment of the PNF. The PNF was launched in early 2004 and has attracted
the atttion of several donors. To date, however, no donors have fuded a systematic approach
to implement ths progr on a national scale.

At present, the French goverent is supportg a technical advisor to the Ministr of
Agrcultue to develop furher the PNF. Several donors are preparng to engage more fully on
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land tenure issues in Madagascar. The European Union, Interational Fud for Agricultual
Development (!AD), Food and Agrculture Organzation (FAO) and Agence Fran aise de
Developpement (AFD) have expressed strong interest in and/or commitment to supporting the
establishment of 12 local land management offces. These plans are in varg stages of
development. For example, IF AD has commenced a pilot project and the EU intends to provide
broader budget support. In preparation for these donor activities, a series of project design
activities ar being underten by varous donors. The World Ban (WB) is funding a
comprehensive review of land tenure reform proposals in order to refine and further develop the
PNF and identify areas ofWB interention.

The Lad Tenure Prject complements and catalyzes the activities of other donors in the land
tenure area. Given the size ofMCC support and depending upon the rate of disbursement, the
experience gained from the Land Tenure Project wil help shape and consolidate other donor
support. The Ministr of Agrcultue is determining how to allocate donor resources to the needs
identified in the PNF.

S. Agency for International Development.

USAI/Madagascar has contributed to refonn in land management practices through its
community-based natural resource management project but has not fuded extensive or direct
work on land tenure refonn. USAID and its parers have contrbuted to the consultative process
on the initial PNF and assisted in efforts to introduce a secured transactions law in 2002.
USAID/Washington can provide land tenure and property registration assistance to MCC and/or
MCA-Madagascar as more specific needs are identified.

Sustain abilty .

New governent institutions have great potential to provide sustainable vehicles for land
management and land tenure reform. By decentralizing property trsaction and other related
services, beneficiares wil be more likely to utilize the system, which should result in better and
more curent record keeping. In addition, the Land Tenure Project Activities can be
implemented with varyng levels of technology that are appropriate to the local resources
available (e.

g., 

human resources, the availabilty of electrcity). The Land Tenure Project wil
provide long and short-tenn techncal assistace to ensure the effective design and
implementation of Project Activities. The Governent intends to use additional donor fuds
after the Compact to sustan the changes and reforms that may be achieved in the Lad Tenure
Project and to complete the implementation of the PNF outside the Zones. It is expected that
local land management offces wil be self-fuding based on serce fees and user charges after
the initial two years of undertaking the Project Activities under this Compact.

Policy and Legal Reform.

To realize the fun benefits of the Land Tenure Project Activities, the following legal reforms win
be required in two stages, the Disbursement Agreement to specify in more paricularty the
sequencing and requirements of each:

(a) The adoption of new land laws that reflects th PNF and provides stronger legal
recognition of new land tenure procedures, documents and techniques, including a
law to give legal charter and value to certificates.
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(b) The adoption of anciUar and related legal and reguatory refonns that stramline
property trsactions and related servces, including property tax policy and
correspondig legal reform, 

g., 

to prevent or eliminate potential negative tax
consequences on title or certificate holders.
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SCHEDULE 2 to ANNEX I

FINANCE PROJECT

Ths Schedule 2 generally describes and summarzes the key elements of the finance Project that
the Paries intend to implement in fuerance ofthe Finance Objective (the Finance Project).

Additional details regaring the implementation of the Finance Project wil be included in the
Implementation Plan and in relevant Supplemental Agreements.

Background.

Through the consultative process, the Governent determined that the mobilzation of domestic
savings and the reduction of the cost of credit are priority conditions for sustained economic
growt and povert reduction in Madagascar. In order to accomplish these goals, it is necessary
(i) to increase effciency and reduce risk in the countr' s financial system; (ii) to improve the real
and perceived creditworthiness of potential borrowers so that financial Institutions can increase
lending; and (iii) to introduce greater competition among bans and other fmancial institutions.
In addition, the Governent determined that the introduction of more appropriate financial
products into the financial system (e.g.. savings bonds, Treasuy Bils in small denominations
warehouse receipts, leasing) and improvement in the maner through which financial insitutions
distrbute their products to buyers wil increasc the alternatives for investors and the availabilty
of credit in rual areas.

Summary of Project Activities and Expected Results.

Given the goals ofmcreasing effciency and reducing risk in the financial system, improving
creditworthiness, and introducing grter competition, the Finance Project is designed to
strengten different areas of the financial system. Most of the Finance Project Activities are
aimed at assisting in the improvement of key foundations of a modem financial system; a sound
legal environment, an effcient payments and settlement system, a prfessional Ministry of
Finance, and a Central Ban with varous monetar policy implementation tools at its disposal.
The other Finance Project Activities are aimed at assisting lenders and borrowers to build on that
foundation by strengthening accounting services, building capacity among rural producers to
access the finacial system, and increasing the capabilities of micro finance Institutions
("MFIs

The following sumarzes the Finance Project activities, anticipated results, and, where
appropriate, regular benchmarks tht can be used to monitor implementation progress.
Performance against the benchmarks and the overall impact of the Finance Project wil be
assessed at the intervals specified in the M&E Plan (described in Anex II) or otherwise agreed
by the Paries from time to time. The Paries expect that additional benchmarks wil be
identified durng the implementation of the Finace Project. The estiated amounts ofMCC
Funding for each Project Activity of the Finance Project are identified in Annex II. Conditions
precedent to each Finance Project Activity and sequencing of the Finance Project Activities shall
be set fort in the Disbursement Agreement or other relevant Supplemental Agreements.
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(a) Actvity: Promote Legal and Regulatory Reform

MCC Funding wil support the following activities designed to improve the effciency of the
Malagasy financial system:

(i) Finance the development of new baning laws and laws regulating
financial instrments and markets, including enabling legislation for expanded intermediation
and new credit and investment instrents.

(ii) Train governent offcials, judges and potential beneficiaries on the
contents and application of these new laws.

(iii) Promote public awareness of these new laws though an educational and
public awareness campaign.

The expected result of these activities is:

(1) LegislatIOn permitting a multi-tiered financial system.

The key benchmark to measure progress is expected to be:

(1 ) Submission, passage and implementation of new legislation that
perit a multi-tiered financial system, as recommended by outside
experts and relevant commissions.

(b) Activity: Reform Sovereign Debt Management and Issuance

MCC Funding wil support the following activities designed to reform sovereign debt
management and issuance:

(i) Automate all sovereign debt issuance operations.

(ii) Create new form of sovereign debt that wil appeal to a broader set of
investors, including new denominations of Treasury bils.

(iil) Create a fiscal policy unit within the Ministry of Finance that will advise
the Minister of Finance on sovereign debt portolio management and issuance alternatives.

The expected results of these activities are:

(I) Wider distrbution of treasury bils among entrepreneur and
enterprises.

(2)

(3)

Increased invesent of savings in financial instrments.

Increased lending by financial institutions.

The key benchmarks to measure progrss are expected to include:
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(c)

(1)

(2)

(3)

Number of holder of smaller denomiation treasury bi.
Number of treas bins held outside of Antaanarvo.

Volume of trasur bi1 holdings.

Actvity: Strengthen the Natiomd Savings Bank NSB'

The NSB has the largest brach network and customer base of any financial institution in
Madagascar and the gratest potential of any fiancial institution to reach large numbers of 
poor. MCC Funding wil support the following activities designed to create conditions to pen
NSB to adinster fuds on behalf of MCA-Madgascar directed to MFIs and, thery, imprve
access to financial services in the Zones:

(i) Increase the operational effciency of the NSB though modernon an
computerzation, in paricular by automating branch operations and agency issuance for
sovereign debt instrents.

(ii) Increase the quality of servce though staff training and the establishmem of
new NSB branches in the Zones.

(Hi) Increase mobilzation of domestic savings.

(iv) Strngten capacity to manage liquidity facilities for MFIs.

The exected results for these activities are:

(1) Availability of savings products (e.

g., 

access to treasur bils
savings accounts) in rual areas.

(2) Increase in administration of funds by NSB on behalf of MCA-
Madagascar diected to MFIs.

The ke benchmarks to measure progress are expected to include:

(d)

(1)

(2)

Number of new NSB ban accounts opened in the Zone.

Volume of savings collected by NSB in the Zones.

Actvity: Provide New Instruments fol' Agribusiess Credit

MCC Funding will support the following activities designed to provide new instrents for
agrbusiness credit and increase financial lendig instrents available for rual producer im 
Zones:

(i) Create a revolving fud for refinance ofMFI assets.

(ii) Extend warhouse recipts and leasing as a mean of extendi credit fIru and agrcultu producers.
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(iii) Conduct a major study on constraints and alternatives for providing access
to market-based credit to agrbusiness all along the value chain.

The expected results for these activities are:

(I)

(2)

(3)

Increased MFI lending in the Zones.

Increased secured warehoused based credit available.

Identification of credit instrents appropriate for the agrcultual
value chain (producers, packers, processors shippers, exporters
and other enterprises) in the Zones.

(4) Improved stabilty ofMFIs.

The key benchmarks to measure progress are expected to mclude:

(e)

(1)

(2)

(3)

Volume of bank credit to rual borrowers.

Vohnne ofMFI lending in the Zones.

MFI portfolio-at-risk delinquency rate.

Activity: Modernize National Interbank P/lments System

MCC Funding wiU support the following activities designed to modernze the bank payment and
settlement system:

(i) Conduct a design and cost study for a new national interban payments
system that win reduce check clearing from the current 45 days to 0+3. 

(ii) Provide infonnation technology and telecommuncatIOns equipment and
installation services, if the above study demonstrates feasibility and the results arc acceptable to
MCC (including within the expected budget or if additional financing is secured).

The expected results for these activities are:

(1) Implementation ofan effcient and secure modem interbank
payment system.

Increased confidence in and use of the forml payment system by 
wider varety of economic actors.

(2)

The key benchmarks to measure progress are expected to include:

(1)

(2)

Time period for check clearng.

Volume of fuds in the payment system.
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(f)
Analysis

MCC Funding wil support the following ac vities designed to improve the perceived
creditworthiness of potential borrowers, in partcular to improve credit skiUs training, increase
credit infonnation and enhance abilty of fmancial institutions to conduct credit analysis:

Activty: Improve Credit Skills Training, Increase Credit Information and

(i) Increase awareness of new accounting standards and provide sustainable
training of finance and accounting professionals through Madagascar including accountants
business managers, and micro finance loan offcers.

(ii) Create a central database accessible by all providers of credit that contains
credit data and payment and repayment history.

The expected results for these activities are:

(1)

(2)

Utilization of the new accounting standards in the Zones.

Increased reliability of financial information for creditors.

The key benchmark to measure progress is expected to be:

(1) Reporting of credit and payment infonnation into the central
database.

Beneficiaries.

The pricipal beneficiaries ofthe Finance Project are expected to be rual producers and
enterprises located in the Zones. Following the selection of the Zones, MCA-Madagascar wi1
publish a more precise identification of the beneficiares as provided in Section 2(c) of the
Program Anex.

Certain activities in the Finance Project activities wil have national scope and impact (e.g.. legal
reforms, interban payment system) while other activities (e. support to MFIs) wil have
specific impact in the Zones.

Donor Coordination.

MCA-Madagascar plan to paricipate in an evaluation of the financial sector to be conducted by
the World Ban and IM. To date, no donors have funded activities to reform the Malagasy
financial sector on a national scale; however, there have been several donor.fuded projects in
microfinance. The World Ban, UNP, Eurpean Union, Agence Franljaise de Developpement
Afrcan Development Ban International Labor Organization and USAID have funded activities
to study and build capacity ofMFls, improve the legal and regulatory framework for
micro finance, and provide financing for MFIs. MCC Funding in the Finance Project wil build
on these interventions by implementing many of the recommendations of the studies and lessons
leared frm these other donor projects.

SCHDULE 2-
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Coordination with U.S. Agency for International Development.

USAID has helped to develop acess to financial services for the poor by supporting the NSB in
becoming a profitable private servce provider in the area of microfinance by increasing its role
as a financial intermediary for low-income savers in the informal sector. In addition to
continuing to strengthen capacity ofNSB, the Finance Project wil build on USAID-funded
activities related to warehouse receipts and operationale many of the recommendations listed in
the USAID' s 2003 micro finance study. MCC and MCA-Madagascar, where relevant, wil solicit
input from USAI on the implementation and monitorig of the Finance Project.

Sustain abilty.

The Finance Project wil (i) support the modernzation of the national payments god settlement
system; (ii) strengthen the accounting services; (iii) decentralize the treasur bil auction system;
(iv) strengten MFIs; and (v) build capacity among rural producers to access the financial
system, all of which actions are intended to promote competition among finacial institutions.
An enhanced competitive environment is intended to create a cycle that wil attract more funds
into the financial system and ensure that those funds are allocated at better prices. In association
with the World Ban and the IM, a study of capital markets constraints and opportnities wi1
be underaken in 2005. The availability of diverse products and services from both capital
markets and commercial ban wil improve pricing and quality of those products and services.
The Finance Project Activities, coupled with the legal and regulatory reforms identified in
Section 7 below, wil continue to have an impact after expiration of the Compact. Since the
activities are largely focused on unleashing the private sector, if successfuJly implemented under
the Compact, they should be self-sustaining.

Policy and Legal Reform.

The Governent has identified the following policy, legal and regulatory reforms and actions
that it intends t6 pursue in support of the Finance Project:

(a) Establish new roles, responsibilties, reportng requirements, and organzational
procedures of the Central Ban required for the decentralization of treasury bin operations and
their oversight.

(b) Adopt legislation or regulations relating to the new payment and settlement
system, including giving legal statu to electronic images and signatues.

(c) Adopt legislation establishing a central credit and payment database and defining
reporting requirements and procedures for all financial institutions.

(d) Adopt necessary legal and regulatory changes to permit adoption of new financial
instrents identified through the agrbusiness credit study described in Section 2(d) above.

SCHDUL 2-
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SCHEDULE 3 to ANNEX I

AGRICULTURAL BUSINESS INVESTMENT PROJECT

Ths Schedule 3 sumarzes and describes the key elements of an agrcultual business
investment project in furtherance of the Agrcultural Business Investment Objective (the
Agricultural Business Investment Project'

). 

Additional details regaring the implementation
of the Agrcultural Business Investment Project wil be included in the Implementation Plan and
in relevant Supplemental Agreements.

Background.

The key element in the Malagasy National Agrcultural Master Plan is to assist farers in
transitioning nom subsistence faring to market agrcultue. Low agrcultural productivity and
non-competitive agrbusiness value chains (resulting in high rural povery) were frequently
identified during the consultative process as priority issues that must be addressed. At present
low levels of agrcultural investment and profitabilty thoughout Madagascar s agrcultural
economy result from insecure land rights, limited availabilty of credit and agrbusiness finance,
deteriorating transport and irrgation infrastrctue, and low use by farers of inputs such as
fertilizer, machinery and pesticides. In addition, there is a limited understading among
agrbusiness producers in general of market opportnities and associated requirements.

Summary of Project Activities and Expected Results.

The Agrcultural Business Investment Project wil be implemented through a network ofMCC
fuded Agrcultural Business Centers ABCs in the Zones, with a national coordinating center
in Antananarivo NCC'

). 

These centers wil work with a broad set of parer and stakeholders
to provide information regarding agrbusiness, technology, finance and management, the lack of
which constrain growth of the agrbusiness sector. The ABCs will improve the quality of credit
demand by enhancing the abilty, at the finn level, to make better decisions on planting, input
management and marketing and to be able to communicate those decisions to possible investors
or lenders. There is a clear demand for higher quality resources in order to build regional and
local capacity to identify and access profitable agrbusiness market opportunities. Linking
market opportities and Malagasy suppliers requires enhanced capacities in market research,
agrcultual research, access to improved technologies, far management and business planing,
infrastrcture development and policies to support productivity and investment retus in the
Madagascar agrbusiness sector.

The ABC network wil leverage management know-how and expertse in agrcultural production
policy, finance and value chans to help farers and entrepreneurs profit from promising
agrcultual investment opportunities. The Agrcultural Business Investment Project is consistent
with and reinforces Governent' s effort to stimulate the rual market economy by developing
new opportnities for market-based income growth. The Agrcultul Business Investment
Project wil also provide the opportty to support the Governent' s efforts to implement the
National Agrcultue Master Plan and to engage in a continuing policy dialogue with relevant
stakeholders on agrcultural and rual development issues.

SCHEDULE 3-



Federal Register/Vol. 70, No. 81/Thursday, April 28, 2005/Notices 22133

The following sumarzes each component of the Agricultual Business Investment Project,
activities, anticipated results, and, where appropriate, regular benchmarks that can be used to
monitor implementation progress. Performance against the benchmarks and the overall impact
of the Agrcultual Business Investment Project wil be assessed at the intervals specified in the
M&B Plan (described in Anex III) or otherwise agreed by the Paries from time to time. The
Pares expect that additional benchmarks wil be identified during the implementation of the
Agricultual Business Investment Project. The estimated amounts ofMCC Funding for each
Project Activity of the Agrcultual Business Investment Project are identified in Atmex II.
Conditions precedent to each Agrcultual Business Investment Project Activity and sequencing
of the Agrcultural Business Investment Project Activities sha11 be set forth in the Disbursement
Agreeent or other relevant Supplemental Agreements.

(a) Activity: Create and Operate Five ABCs

MCC Funding wil support the following activities designed to promote the development and
expansion of micro, small and medium sized enterprises MSMEs in the Zones:

(i) Establish five ABCs that wiU offer a range of services to MSMBs and
farers in the respective Zones. These services may include assistance in the development of
business and marketing plans, training in good business practices (e. accountig) and in the
promotion and adoption of improved technologies by businesses and farmers alike.

(ii) Identi fy local , regional and international market opportunities for MSMEs
and assist them in developing effective business plans in order to improve competitiveness and
access to investments.

(Hi) Undertake market studies for MSMEs for key higher valued commodities
including production, economic, and financial analysis.

The expected results of these activities are:

(I) Market and technology infonnation for key commodities
disseminated widely in the Zones.

(2)

(3)

Viable business plans for MSMEs in the Zones.

Adoption of improved production technologies and higher value
crops by farers.

The key benchmarks to measure progress are intended to include:

(I)

(2)

Number of business plans prepared by or with MSMEs.

Number of fars and enterrises employing the technical
assistance received from ABCs.
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(b) Activity: Create NCC and Coordinate Activities with Government Ministries
and ABCs and Identify the Zones

MCC Funding wil support the following activities designed to improve coordination between
the Ministr of Agrcultue and ABCs:

(i) Establish the NCC in Antananarvo which wiU coordinate operations and
performance in the Zones.

(ii) Develop scopes of work and provisional budgets for the ABCs, inctuding
mission, objectives, management functions and servces to be provided.

(Hi) Provide technical assistance, training and other support to enable the
Governent to implement effectively its National Agrcultural Master Plan.

(iv) Provide the analysis required to select the five Zones and identify the
Zones.

The expected result from these activities is:

(I) Improved ability ofthe Governent to implement its National
Agriculture Master Plan.

(2) Effective information sharing and coordination among the ABCs
the NCC and relevant governent agencies.

The key benchmarks to measure progress are expected to include:

(1)

(2)

Zones identified.

NCC created.

(c) Activity: Identify Investment Opportunities

MCC Funding wil support the following activity designed to identify local, regional and
international market opportunties and the necessar requirements and means to aUow investors
and producers to take advantage of such opportunities:

(i) Provide technical assistance and conduct research to identify business
opportities and requirements in local, regional and international markets.

The expected results for ths activity are:

(1) Completion of five zonal investment strategies which identify
local, regional, and international market opportunities and the
means, especially investments, required to respond to such
opportities.
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(2) Dissemination of information regarding such market opportnities
and necessar requirements through the NCC and the ABCs to
local, regional, international investors and producers and donors.

The key benchmarks to measure progrss are expected to include:

(d)

(I) Number of cost-effective investment strategies developed for each
Zone.

(2) Number of agribusiness investment strategies developed in each
Zone.

(3) Number of investors (local, regional, international), producers,
donors receiving or soliciting information frm the ABCs with
respect to business opportties.

Activity: Build Management Capacity in the Zones

MCC Funding wil support the following activity designed to increase business management
expertise and technical knowledge in the Zones:

(i) Conduct training and outreach activities (information, education and
communication) with MSMEs and rural producers to improve entrepreneurial capacities and
management skils and disseminate best practices to enable them to operate in a more effcIent
maner.

(it) Establish demonstration centers in the Zones to ilustrate to rual
producers the benefits of sustainable production and processing practices, including
environmental stewardship factors.

The expected results from these activities are:

(I) MSMEs and rural producers, tmined in best practices, operate
more competitively.

(2) Rural producers and MSMEs adopt improved production and
processing practices.

The key benchmarks to measure progress are expected to be:

(1) Number of fars and enterprises that adopt new marketing and/or
production technologies or techniques or engage in higher value
production.

(2) Value 0 f change in marketing and production techniques.
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22136 Federal Register /Voi. 70, No. 81/ Thursday, April 28 , 2005/ Notices

Beneficiaries.

The principal direct beneficiares ofthe Agrcultual Business Investment Project are expected to
be MSMEs, rual producers and households in the Zones. Fol1owing the selection of the Zones,
MCA-Madagascar wil publish a more precise identification ofthe beneficiares as provided in
Section 2(c) of the Program Anex. Certain activities in the Agrcultural Business Investment
Project wiH have national scope and impact (e.

g., 

investment strategy development, NCC and
ABC activities, information systems and knowledge management). Other activities (e.
training MSMEs and rural producers) wil have specific impact in the Zones.

Donor Coordination.

Enhanced agricultural productivity and reduced rural povery is an integral par of Governent's
national development strategy as highlighted in the PRSP. The Agrcultual Business Investment
Project complements other donor supported projects , including the USAID Agrcultural Business
Investment project (BAMEX) and the International Finance Corporation SME Solutions Center.
The Agrcultural Business Investment Project catalyzes and scales up the activities of other
donors in this area. Given the size ofMCC support and speed of disbursement, the experience
gaied ITom the Agrcultural Business Investment Project wi1 help shape and consolidate other
donor support.

Coordination with U.S. Agency for International Development.

The Agrcultural Business Investment Project Activities are fully consistent with USAID'
program in Madagascar. The current US AID agrcultural and trade program, which was initiated
in 2004, addresses market and business development through the intrduction of more
productive technologies, creation of linkages between producers, agrbusinesses , and external
markets, and improvements in macroeconomic and trade policies to encourage investments and
export. These USAID activities lay a solid foundation for the Agrcultural Business Investment
Project Activities which will scale up both the geographic coverage and commercial services to
be offered.

Sustalnabilty.

Beyond the Compact Term, the semces provided by the ABCs to targeted clients in the
agrbusiness community in the Zones should be available though local and regional private
sector entities. The Agrcultul Business Investment Project wi1 enhance the technical and
management capacities of micro, small, and medium sized companes and agrcultural producers
by providing information and reources to the private sector to take advantage of investment
opportities. At the same time, the public sector wil be able to identify furher activities or
investment that wil strengthen such opportnities. Sustainabilty wil result from the profitable
use of such information and resulting increased investment. After the Compact Ter, these
enterprises should be both successful models and providers of serices similar to those to be
offered by the ABCs. While the ABCs may not continue indefinitely, to the extent they are
continued afer the Compact Ter, ABCs wil be able to support their operations though fee-
based or subscription servces by implementing a plan in which required paricipation by the
private sector will increase progressively. Additional strategies by the Governent include
producer check-off programs to fud a portion of the operations. A stronger presence ofthe
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Ministr of Agrculture, Livestock and Fisheries in the Zones will continue to provide services to
farers and MSMEs.

Policy and Legal Reform.

It is not expected that there are specific policy and legal reforms required to support the
Agrcultural Business Investment Project. The Agrcultual Business Investment Project is
consistent with the overall Malagasy National Agrcultual Master Plan for moving subsistence
faring to market drven agrculture.

Proposals.

MCA-Madagascar wil develop, subject to MCC approval , a process for consideration of
solicited and unsolicited proposals. With respect to solicited proposals, the evaluation process
wil include, consistent as appropriate with the Procurement Gudelines, the issuace of a
published request for proposals with specific identified evaluation criteria and peer reviewers.
MCA-Madagascar may receive unsolicited proposals for the enhancement of the environment for
agrbusiness investment in the Zones. These unsolicited proposals wil be evaluated for their
relevance in contrbuting to the attainment of the Agricultual Business Investment ebjective and
the qualifications of the applicants together with the availabilty of Agricultual Business
Investment Project resources and MCC Funding in connection therewth.

SCHEDULE 3-



22138 Federal Register/Vol. 70, No. 81/Thursday, April 28, 2005/Notices

ANNEX U

FINANCIAL PLAN SUMMARY

This Anex n to the Compact (the Financial Plan Annex sumarzes the Financial Plan for
the Program. Each capitalized tenn in this Financial Plan Anex shall have the same meaning
given such ten elsewhere in this Compact.

1. General. A Multi-year Financial Plan Summar is attached hereto as Exhibit A (the
Multi-Year Financial Plan Summary

). 

By such tie as specified in the Disburement
Agreement, MCA-Madagascar wil adopt, subject to MCC approval. a Financial Plan that
includes, in addition to the multi-year sumary of anticipated estimated MCC Funding and the
Governent' s contrbution of fuds and resources, an estimated draw-down rate for the fist year
ofthe Compact based on the achievement of performance milestones, as appropriate, and the
satisfaction or waiver of conditions precedent. Each year, at least 30 days prior to the
aniversary of the entr into force of this Compact, the Parties shall mutually agree in writing to
a supplemental anual financial plan for the upcoming year of the Program, which shall include a
more detailed plan for such year, takng into account the status of the Program at such time and
makg any necessary adjustments to the Financial Plan (each, a Supplemental Financial

Plan

2. Implementation and Oversight. The Financial Plan shall be implemented by MCA-
Madagascar, consistent with the approval and oversight rights ofMCC and the Governent as
provided in this Compact, the Governance Agreement and the Disbursement Agreement. I

3. Estimated Contributions of the Parties. The Multi- Year Financial Plan Summary
identifies the estimated annual contrbution ofMCC Funding for Program administration and
each Project. The Govenuent's contribution of resources to Program administration and each
Project shall consist of (i) "in-kind" contrbutions in the fonn of Governent Responsibilities
and any other obligations and responsibilities of the Governent identified in the Compact
including contrbutions identified in the notes to the Multi-Year Financial Plan Summar, and
(if) such other contrbutions or amounts as may be identified in relevant Supplemental
Agreements between the Pares or as may otherwse be agreed by the Paries; provided, in no
event shan the Governent' s contrbution of resources be less than the amount, level, type and
quality of resources required to effectively car out the Governent Responsibilties or any
other responsibilties or obligations ofthe Governent under or in fuerance of this Compact.

4. Modifications. The Paries recognize that the anticipated distrbution ofMCC Funding
between and among the varous Program activities and Project Activities will likely require
adjustment from time to time durg the Compact Term. In order to preserve flexibilty in the
administration ofthe Program, the Pares may, upon agreement of the Paries in writing and
without amending the Compact, change the designations and allocations of fuds between

I The role of civil society in the implementation of the Compact (including through partcipation 
on the Advisory

Board and Steering Commttee), the responsibilities of the Governent and MCC in achieving the Compact
Objectives, and the process for the identification of beneficiaries are addressed elsewhere in this Compact and
therefore are not repeated here.
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Pr'Ogram adminstrtion and a Project, between one Project and another Prject, between
different activities withn a Project, or between a Project identified as of the entr into force of
this Compact and a new Project, without amending the Compact; provided, however tht such

reallocation (i) is consistent with the Objectives, (ii) does not cause the amount ofMCC Funding
to exceed the aggregate amount specified in Section 2. 1(a) of ths Compact, and (Hi) does not
cause the Governent' s responsibilties or overall contrbution of resources to be less than
specified in Section 2.2(a) of this Compact, this Arex II or elsewhere in the Compact.

S. Conditions Precedent; Sequencing. MCC Funding wil be disbursed in tranches. The
obligation ofMCC to approve MCC Disbursements and Material Re-Disbursements for the
Progr and each Project is subject to satisfactory progress in achieving the Objectives and on
the fulfillment or waiver of any conditions precedent specified in the Disburement Agreement
for the relevant Progr activity or Project Activity. The sequencing of Project Activities and
other aspects of how the Paries intend the Projects to be implemented will be set forth in the
Disburement Agreement and the applicable components ofthe Implementation Plan , including
Work Plans for the applicable Project, and MCC Disbursements and Re-Disbursements will be
disbured consistent with that sequencing.

6. Objectives; Benchmarks. The Compact Goal, Program Objective and the Project
Objectives are identified in Section 1.1 of ths Compact. The key expected results of each
Project Activity are identified in Schedules l to 3 of Anex I. Progress towards achievement of
the Compact Goal, the Objectives, and the expected results shan be measured in accordance with
the M&E Plan, which is sumarzed at Arex III. The M&E Plan wil include regular
benchmarks for measring progress, including those Compact-, Program- and Project-level
performance indicators identified in Anex II, along with the frequency by which such
benchmarks wil be measured.

ANEX 1l-
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EXHIBIT A: Multi-Year Financial Plan Summary

Project Year 1 Year 2 Year 3 Year 4 Total

1. Land Tenure Pro ecr
(a) Support the Development ofthe Malagasy National Lad Policy 295. 759 066

Fraework
(b) Impove the Abilty of the National Land Servce Administration to 823 11,370 650 844

Prvide Land Serice
(c) Decentralizaton of Land Services 727 059 922 735

(d) Lad Tenure Regularization in the Zones 251 685 770 159 865

(e) Infonntion Gatherng, Analysis and Dissemination 645 424 224 293

Sub-Tota 740 20,298 579 186 803

2. Fln ce Prled'
(a) Promote Legal and Regulatory Reform 888 176 064

(b) Reform Sovereign Debt Management and Issuance 723 285 008

(c) Strengthen the National Savings Bank 505 427 932
(d) Provide New Instruments for Agribusiness Credit 637 289 500 426

(e) Moderize National Interban Payments System 000 10,000 00' 000
(f) Improve Crit Skils Training, (ncrease Credit Information and

782 546 130 458
Analysis

Sub-Total 535 17,723 10,630 35,888

3. Al!ricult ess I tment Pro ect'

(a) Create and Operate Five Agricultural Business Centers (ABCs) 500 781 888 120 11,289

(b) Create National Coordinating Center and Coordinate Activities with 104
Goverment Ministres and ABCs and Identify the Zones

(c) Identify Investment Opportunities 000 000 090 090
(d) Build Management Capacity in the Zones 100 200

Sub-Total 674 861 028 120 17,683

4. Mon/torID!! and Evaluatlon 305 847 844 379 375

Sub-Tota 305 847 844 379 375

S. Pro ram AdmlDlstratlon and Co

(a) Program administation 297 627 617 612 7,153
(b) Fiscal control, procurement management and audit 198 891 891 891 871

Sub-Total 4,495 518 503 15,024

TOTAL ESTIMATED MCC CONTRIBUTION 26.749 48,247 26,589 188 109,773

ANNEX II . EXHIBIT A



Federal Register/Vol. 70, No. 81/Thursday, April 28, 2005/Notices 22141

EXHIT A: MULTI-YEAR FINANCIAL PLAN SUMMY (Notes)

I Although most Project Activities wil take place from Year I through Year 3, the four-year Compact
ten wi1 allow additional time to ensure tht Project Activities are completed. Monitoring and
Evaluation, Administtive, Procurement and Control costs are allocated in Year 4 to maintain a
consistet level of monitoring and evaluation and Progrm management to suppor these activities, but
only will be expended for monitoring and evaluation and Program management if the Program delays
make the expeditues necessar.

2 The Government wil provide in-kind contributions in the form of Ministr of Agriculture staff time and
resources to work towards the expected results of this Project, which contrbutions will be more
specifically set fort in the relevant components of the Implementation Plan or relevant Supplemental
Agreement between the Parties.

3 The Goverment has provided in-kind contrbutions in the fonn of Ministr of Agrculture staff time
and responses used for drafting the Land Policy Letter, which serves as the support document for the
National Land Policy Framework, which contributions wil be more specifically set forth in the relevant
components of the Implementation Plan or relevant Supplemental Agreement between the Parties.

4 Amounts shown are U.S. Dollars in thousands.

5 The Goverment will provide in-kind contrbutions in the form of Ministr of Finance and Central Bank
staff time and resources to work towards the expected results for this Project, which contrbutions win be
more spcifically set forth in the relevant components of the Implementation Plan or relevant
Supplemental Agreement between the Parties.

6 This amount wil be disbursed only upon satisfaction of (i) completion of feasibility cost study

satisfactory to MCC, (ii) agreements executed with users regarding fees and charges , and (hi) other
conditions set out in the Disbursement Agreement.

1 This amount will be 
disbured only upon satisfaction of (i) completton of feasibilty cost study

satisfactory to MCC, (ii) agreements executed with users regarding fees and charges, and (iii) other
conditions set out in the Disbursement Agreement.

8 The Governent wil provide in-kind contrbutions in the form of Ministr of Agricultue and Ministr
of Finance staff time and resources to work towards the expected results for this Project, which
contributions will be more specifically set fort in the relevant components of the Implementation Plan or
relevant Supplemental Agreement between the Pares.

9 The Governent wil provide in-kind contrbutions in the Conn of Ministr of Agrculture and INST 
staff time and resources towards data collection and other monitoring and evaluation functions, which
contributions wil be more specifically set fort in the relevant components of the Implementation Plan or
relevant Supplemental Agreement between the Paries.

ANNEX II - EXHIBIT A-
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ANNEX III

DESCRIPTION OF THE M&E PLAN

This Anex il to the Compact (the M&E Annex general1y describes the elements of the
M&E Plan for the Program. Each capitalized ter in this M&E Anex shall have the same
meaning given such term elsewhere in this Compact.

Overview.

In accordance with Section 609(b)(1)(c) of the Act , the Parties contemplate implementing an
M&E Plan to regularly assess the progress towards the Compact Goal and Objectives, estimate
the magnitude of the economic growt and poverty reduction impacts of the Program , and
generally contribute to the overall accountability for the implementation ofthe Program. 
described below, the M&E Plan shall include a monitoring component, which wil describe the
monitoring methodology and specify the expectations for certain results for each Project and for
the Program (the Monitoring Component") and an evaluation component, which wil describe
the evaluation methodology and focus on the process for estimating the economic growth and
povery reduction impacts of the Program (i. the Compact Goal) (the Evaluation
Component").

The M&E Plan will consist of multiple pars developed separately for the Program and each of
the Project Activities. Subject to satisfaction of other conditions precedent, MCC Disbursements
and Re-Disbursements for any Project Activity may be made only after MCA-Madagascar
adopts, and MCC approves, the components of the overall M&E Plan related to such Project
Activities. As described below in Section 2 of this M&E Anex, the M&E Plan will identify the
appropriate performance indicators, targets, and baselines, or a process for the identification of
indicators, targets , and baselines, institutions responsible for their measurement; describe
intended beneficiares; identify milestones for progress on poJicy or legal reforms; set out
requirements for perodic performance reporting; identify the assumptions and risks underlying
the accomplishment of the Objectives; and set a timeline for progr evaluation. Identification
of the Zones and col1ection of additional baseline data is required before the estimated targets
can be finalized for certin Project Activities. The Paries wil seek to promptly collect and
review such data and expect to have this completed for all Program and Project Activites no
later than 12 months after the entry into force of this Compact. Shortly thereafter, the Paries
expect to have a complete M&E Plan. The Paries expect that the M&E Plan for each Project
Activity will be completed prior to MCC Disbursement or Re-Disbursement for the Project
Activity.

The Paries anticipate the key terms of the M&E Plan, including estimated indicators and targets
to be as set forth in ths M&E Anex, subject to (i) modifications based on (A) identification of
the Zones and (B) collection and review of the baseline data and other data; and (ii) the
completion and adoption of the final M&E Plan by MCA-Madagascar, subject to MCC approval.
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Elements of the M&E Plan.

The roles and responsibilties of the relevant paries and Providers in connection with monitoring
and evaluation shall be set forth in the M&E Plan, which shall include the fol1owing elements for
the Program, each Project and Project Activity:

(a) Monitorine Component. The Monitoring Component shall set out (i) the
expected results of the Program as described under Section 2 of Schedules l - 3 of the Progr
Anex, and (ii) the performance indicators to be used to measure progress at the Compact Goal
Program Objective, Project Objective and Project Activity levels (as described in Section 4
below). The Monitoring Component shaH also identify, where appropriate, any additional
indicators, baseline data, data sources, reporting requirements, expected timelines, performance
tagets, policy milestones (including ministr procedurl changes) and legal reforms. Exhibit A
attached hereto ilustrtes the M&E Plan in terms of the Compact Goal and Objectives.

(b) Evaluation Component. The Program shall be evaluated on the extent to which
the interventions contrbuted to the Compact Goal. The Evaluation Component shall set out a
process and timeline for analyzing data col1ected through baseline data collection and the
monitoring process in order to assess the economic impact of the Program. In addition, the M&E
Plan may require interim independent evaluations of individual Project Activities, Projects or the
Program as a whole prior to the expiration of the Compact. Either MCC or MCA-Madagascar
may from time to time request such interim independent evaluations. If an evaluator is engaged
by MCA-Madagascar, the evaluator wil be an externally contracted independent source, selected
by MCA-Madagascar subject to the approval ofMCC. following a tender in accordance with the
Procurement Guidelines , and otherwise in accordance with any relevant Implementation Letter
or Supplemental Agreement. The cost of an independent evaluation may be paid from MCC
Funding. In the event MCA-Madagascar requires an interim independent evaluation at the
request of the Governent, no MCC Funding or MCA-Madagascar resources may be applied to
such evaluation, without MCC' s prior wrtten approval, ifthe evaluation is for the purpose of
contestig an MCC detenmnation with respect to a Project or to seek fuding from other donors.
MCC shall engage an independent evaluator to conduct an impact evaluation at the completion
of the Program.

(c) Beneficiaries . As Zones are identified, the M&E Plan shall be modified to reflect
this additional Zone-specific information about the beneficiares, including, to the extent
practicable, disaggregated by gender, income level and age. In accordance with the Evaluation
Component of the M&E Plan, MCA-Madgascar shall deliver to MCC information about the
charcteristics of the beneficiares of the Progr that are inside and outside the Zones.

(d) Data Oualitv Reviews. From time to time, as determined in the M&E Plan or as
otherise requested by MCC, the quality of the data gathered through the M&E Plan shaU be
reviewed to ensure that data reported are as valid, reliable , and timely as resources will allow.
The objective orany data quality review wil be to verify the quality and the consistency of
performance data across different implementation Units and reporting institutions. Such data

ANEX II-
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quality reviews wil also serve to identify where those levels of quality are not possible given the
realities of data collection.

(e) Policv or Leeal Reform Procedural Cbanees or Reeulatorv Actions . The
M&E Plan shall identify mechansms to measure progress on any required chages 
governent ministr procedures, regulatory actions, policy and/or legal reforms identified as
conditions necessar or advisable to achievement of the Objectives.

(f) Data Collection and Reuortin1!. The M&E Plan shall establish guidelines for
data collection and a reporting tramework, including a schedule of activities and responsible
paries. Pror to, and as a condition precedent to, any Re.Disburements with respect to a Project
or Project Activity, the baseline data or report as applicable and as specified in the Disbursement
Agreement, with respect to such Project or Project Activity must be completed, in form and
maner satisfactory to MCC. With respect to any data or reports received by MCA-Madagascar
pursuant to Section 4 of this Anex II or as otherwse set fort in the M&E Plan, MCA-
Madagascar shall promptly deliver such reports to MCC along with any other related docwnents
as specified in this Anex il or as may be requested tram time to time by MCC.

(g) 

Performance: Transparencv. The M&E Plan shaH require MCA-Madagascar to
conduct regular Program and Project performance reviews and issue report on such reviews.
Information regarding the Program s performance, including the M&E Plan, and any
amendments or modifications thereto, and perodic reports, wil be made publicly available on
the MCA-Madagascar Website and elsewhere.

(h) Costs . A detailed cost estimate for all components of the M&E Plan shall be set
forth in the M&E Plan.

(i) Assumptions and Risks. The M&E Plan shall identify any assumptions and
risks, external to the Program, underlying the accomplishment of the Objectives; provided.
however such assumptions and risks shall not excuse performance of the Paries, unless
otherwise expressly agreed to in wrting by the Paries.

G) Modifcations. Notwthstanding anyting to the contrary in the Compact
including the requirements of this M&E Anex, the Pares may modify or amend the M&E Plan
or any component thereof, including those elements described herein, without amending the
Compact; provided, any such modification or amendment of a M&E Plan has been approved by
MCC and is otherwise consistent with the requirements of this Compact and any relevant
Supplemental Agreement between the Parties.

Evaluation of Economic Growth and Poverty Reduction Impacts.

The Proposal identified low investment in rual areas as a major cause oflow economic growth
and poverty in Madagascar. The Progrm seeks to stimulate such investment through the Lad
Tenure, Finance, and Agrculture Business Investment Projects. At the termnation or expiration
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of the Compact Ter or shortly thereafter, an impact evaluation wil be conducted to determine
the extent to which income and productivity were raised by the Program. Specifically, the
impact on economic growt and poverty reduction wil be measured thugh the following two
indicators (as described in Section 4(a) of ths M&E Anex):

Household income
Land productivity

The evaluation should seek to understand and quantify the causal relationship between the
Projects and these goals, including the chanels through which the Projects make an impact.

The economic analysis of the Program estiates that it wil produce an increase in total
mvestment of approximately 27 percent (27%) of average land values in each region. The
analysis fuher estimates that each dollar of credit invested will, on average, raise crop-related
income by approximately 18 cents per year. The analysis yields an overall target of an increase
in income equal to five percent (5%) of average land values in each Zone staring in Year 3 of
the Program. Once baseline data on average land value and the Zones are identified, tagets for
increased household income can be established. Therefore, any targets provided herein or In the
M&E Plan are estimates only.

In order to support this evaluation, the Program wil fund a portion of the annual national
household surveys in addition to the anual agricultural productivity and enterpnse surveys
described below. National data collection for these sureys wil allow for a better understanding
of the impact of the Program by enabling Program evaluators to compare the households, fars,
and enterprises in the Zones to households, fars, and enterprises in other regions with similar
characteristics. In addition, national data wil produce benefits outside of cvaluating the
Program. The availabilty of this data wil allow the Governent to better plan and cary out its
economic development agenda more broadly.

Performance Indicators.

(a) Compact Goal. It is anticipated that the Compact Goal wil be achieved though
successful implementation of the Projects as well as with other non-Compact activities or
sources of funding. Progress towards the Compact Goal shall be measured in the following
maner:

(i) Indicators. The performance indicators for the Compact Goal are: (i)
increase in household income in each ofthe Zones Compact Goal Indicator 1") and (ii)
increase in land productivity in each ofthe Zones (e. agrcultural output per hectare)

Compact Goal Indicator .2 '

(ii) Estimated Target. Following the identification of the Zones and collection
and review of baseline data, the Pares wil estimate the targets for these indicators and the
M&E Plan wil specify such estimated targets.
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(ii) Baseline. Once baseline data on average land value and the Zones are
identified, tagets for increased household income can be estalished. MCA-Madagascar shall
ensure that INSTAT (defined below) provides to MCC the baseline data, as specified in the
M&E Plan, with resect to Compact Goal Indicator 1 and Compact Goal Indicator 2 no later than
the 10 month aniversar following the entry into force of this Compact.

(iv) Frequency and Reportg of Measurement. With respect to Compact Goal
Indicator I , MCA-Madagascar shall obtan, at least on an anual basis or at such other interval
agreed to in wrting by the Paries, data trom the National Institute of Statistics lNSTAT'
household surey (including surey report and underlying data), which survey MCA-
Madagasar shall provide to MCC. The M&E Plan wil specify what sureys or portons thereof
wiU be paid for with MCC Funding. With respect to Compact Goal Indicator 2, MCA-
Madagascar shall obtain, at least on an anual basis or at such other interval agreed to in wnting
by the Parties, data ftm sureys (including the surey report and underlying data) conducted by
the INSTAT with the Republic of Madagascar s Ministr of Agricultue, Livestock and Fisheries
(the Ministry of Agriculture

), 

which survey MCA-Madagascar shall provide to MCC.

(v) Results. Results trom the Compact Goal Indicator I and Compact Goal
Indicator 2 are expected by the end of the Compact Term.

(b) Proeram Obiective. Progress towards the completion of the Program Objective
shall be measured in the fol1owing maner:

(i) Indicator. The performance mdicator for the Program Objective shall be
the total new investment made by fars and enterprises in the Zones (the Program Objective
Indicator

(ii) Estimated Target. In order to establish the specific target for the Program
the Agricultual Business Investment Project wil identify al1 five Zones by the first anversary
of the entry into force of this Compact. As a starng point for establishing the estimated target,
estimates of the economic growth and poverty reduction impacts of the Program anticipate the
Land Tenure Project wil increase investment in the Zones by approximately 27 percent (27%) of
the total curent land value. The analysis assumes that the Finance Project wil make suffcient
credit available in the Zones to achieve the taget.

(iii) Baseline. The baseline for the Program shall be established by the 10
month aniversar of the entr into force of ths Compact. The Governent shall cause
INSTAT to conduct an enterprise surey and INSTAT, working with the Ministry of
Agrcultue, to conduct an agricultual productivity surey that wil collect information on the
curent level of investment by farms and enterprises. Data collection wil occur on a national

basis, allowing for comparsons ofthe Zones with similar regions outside the Zones. MCC
provided fiding, not reflected in the MCC Funding, for these baselie sureys to commence
prior to conclusion of this Compact and continue in the initial period of the Compact Term
though assistace for the implementation of the Prgram and under the administrion and
management of US AID and U.S. Census Bureau working with INST A T and the Ministr of
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Agrculture. MCA-Madagascar shall ensure that INST AT and the Ministr of Agrculture
provide to MCC ths baseline data prior to the MCC Disburement or Re-Disburement for any
Project Activity to which this baseline data is relevant as specified in the Disburement
Agreement.

(iv) Freauency and Reporting of Measurement. MCA-Madagascar shall
obtain, on an anual basis or at such other interval agreed to in writing by the Paries, data from
the INSTAT enterprise surey, WhICh measures investment by enterses, and the Ministr of
Agrculture agrculture survey and INST AT household survey, whicl both measure investment
by fars. MCA-Madagascar shall provide each surey (including suey reports and underlying
data) to MCC.

(v) Results. Results trom the Program Objective, Indicator are expected by the
third aniversary ofthe Compact Term.

(c) Project Obiectives . Progress towards the completiOl of the Project Objectives
shall be measured using the indicators identified below.

(i) Land Tenure Objective. Progress towards the completion of the Land
Tenure Objective shall be measured in the following maner:

(1) Indicator. The performance indicator for the Land Tenure
Objective shall be percentage oftargeted hectaes within the Zones with a title or certficate (the
Land Tenure Objectve Indicator

(2) Estimated Target. The estimated target for the Land Tenure
Project is 100 percent (100%) of250 OOO hectares by the end of the Compact Term. A more

precise estimate ofthe number of hectaes will be established by the first anniversar of the entry
into force ofthis Compact for the first two Zones and by the second aniversary of the entr into
force of this Compact for the remaining three Zones. The Proposal estimated that the Land
Tenure Project will title approximately 50 000 hectaes in each of th Zones. In ordcr to
establish more definitively the target, the Agricultural Business Investment Prject wil identify
the Zones and the Land Tenure Project wil identify the areas for titlig or land cerificates.

(3) Baseline. The baseline for the Land Tenure Project is zero.

(4) FreQuency and Reporting of Measurement. In accordance with
specifications and requirements as set fort in the M&E Plan, MCA-Madagascar shall obtain,
ever six months or at such other interval agreed to in wrting by th Paries, information
regarding the hectares tageted for title or cerificate issuance in the Zones from the Ministr of
Agrcultue (Land Management Deparent), and report such infontation to MCC. MCA-
Madagascar shan obtain and report to MCC data on the Land TenUf Objective Indicator every
six months staing at month 18 following the entr into force of th Compact for the first two
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identified Zones and staring at month 24 following the entry into force of this Compact for the
remaining three Zones.

(5) Results. The results from the Lad Tenure Objective Indicator are
expected for the first two identified Zones withn 18 months following the entr into force of this
Compact and within 25 months following the entr into force of this Compact for the remaining
thee Zones.

(ii) Finance Objective. Progress towards the completion of the Finance
Objective shall be measured in the following manner:

(1) Indicators. The performance indicators for the Finance Project are:
(i) the value of new loans; (ii) the number of new loans; (ii) the value of new ban accounts; and
(iv) the number of new ban accounts (collectively referred to as the Finance Objective
Indicators

(2) Estimated Target. Estimates of the economic growth and poverty
reduction impacts of the Program anticipate that the Land Tenure Project wil result in land being
used as collateral for increased lending in the Zones, and that the Finance Project wil increase
the client base of the National Savings Ban by approximately 25 percent (25%). The estimated
targets for the Finance Project are (i) an increase of an additional USD $31 milion in lending in
the Zones and (ii) an increase of 184 000 savings accounts with a value ofUSD $1.8 million. 
order to establish the target for loans, the Agricultural Business Investment Project wi1 identify
the specific Zones and establish averge land value for each Zone. Targets may be revised upon
identification of the specific Zones and collection of baseline data.

(3) Baseline. The PartIes expect to establish the baseline by the third
month following the entr into force ofthis Compact. To establish the baseline, the Governent
shall ensure that the Central Bank reports to MCA-Madagascar (or the Government) baseline for
loans on a national basis, disaggregated by region. The Governent shall ensure that the
National Savings Ban reports to MCA-Madagascar (or the Governent) on ban accounts by
Zone. MCA-Madagascar shall provide to MCC the baseline data, as specified in the M&E Plan,
with respect to each of the Finance Objective Indicators prior to the MCC Disbursement or initial
Re-Disburement for any Finance Project Activity.

(4) FreQuency and Reporting of Measurement. In accordance with the
specifications and reporting requirements of the M&E Plan, MCA-Madagascar shall obtain
every six months commencing at the second aniversar of the entr into force ofthis Compact
or at such other interval as agreed to in wrting by the Paries , data and report on the number and
value of ban accounts and loans trom a source acceptable to MCC and to be selected prior to
the adoption of the M&E Plan. MCA-Madagascar shall provide such data and report to MCC.

(5) Results. The results from the Finance Objective Indicators are
expected by the second anversar afer the entry into force of this Compact.
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(Hi) Agrculture Business Investment Objective. Progress towards the

completion of the Agrculture Business Investment Objective shall be measured in the following
maner:

(1) Indicator. The performance indicator for the Agrcultural Business
Investment Project is the number of farms and enterprises that adopt new technologies or engage
in higher value production Agricultural Business Investment Objective Indicator

(2) Estimated Target. A timeline and plan for establishing the target
for the Agrcultual Business Investment Project shall be determined by the Paries prior to any
MCC Disburement or Re-Disbursement ofMCC Funding relating to this Project, except as may
be necessar to identify the Zones. The INSTATlMinistr of Agrcultue agrcultural surey and
the INST AT enterprise surey wil provide information on the fars and enterprises in the
Zones. In order to establish the estimated target for the number of fars and enterprises , (i) the
Zones must be identified and (ii) data collection related to fars and enterprises must be
completed.

(3) Baseline. The baseline for the Agrcultural Business Investment
Project is zero.

(4) Freauency and Reporting of Measurement. MCA-Madagascar
shall obtan, on an anual basis or at such other interval agreed to in writing by the Paries, data
ftm the INST AT enterprise sureyor trom the Agrcultual Business Centers as agred in
writing by the Paries. The relevant Implementing Entit(y)(ies) shall deliver a report to MCA-
Madagasar, and MCA-Madagascar shall deliver such report to MCC, on the recommendations
for the selection of Zones three though five following their identification. In accordance with
the specifications, reporting requirements and timetTame specified in the M&E Plan, MCA-
Madagascar shall obtan data and report on curent production methods and crops trom a source
acceptale to MCC, and MCA-Madagascar shall provide such data and report to MCC. MCA-
Madagascar shall obtan and report to MCC data on the AgrculturaL Business Objective
Indicator on at least an annual basis staring at month 24 following the entr into force ofthis
Compact.

(5) Results. The results ftm the Agrcultural Business Investment
Objective Indicator are expected by the second anversar of the entr into force ofthis
Compact.

(d) Proiect Activitv Obiectives. The M&E Plan wil also include activity-level
measures and a time line for collecting baselines and establishing targets, where applicable
representing interi measurs of the progress towards the Project Objectives. These measures
and timelines, as wen as any additional measures, shall be finalized for each Project Activity
(including adoption by MCA-Madagascar of the relevant portion of the M&E Plan and approval
by MCC) before any MCC Disburement or Re-Disbursement for the specific Project Activities;
provided. however with respect to the Agrcultual Business Investment Project Activity of
identifyng the Zones, MCC Disbursements or Re-Disbursements may be made, subject to
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satisfaction of other conditions precedent in the Disburement Agreement, even if the activity
level measures, baseline and targets are not set for the entire Project Activity (i. the activity
described in Section 2(b) of Schedule 3 of Anex n. The M&E Plan shall fuher specify the
plan for measurng and monitoring each of the Project Activities. The estimated targets for these
activities wil be determined following the identification ofthe Zones and collection and review
of baseline data. Some of the anticipated expected results and key benchmarks for each Project
Activity are described In Section 2 oftbe Schedule for each Project attched to the Program
Annex and in this Section 4(d). The targets listed in this Section 4(d) are estimates until the
Parties (i) obtain additional information though implementation of the Compact (e.

g.. 

all
existing land docwnents are inventoried) and (ii) establish certain baseline data (e. average
time and cost of property transactions). The table below summarzes certain of the anticipated
interim measurements and estimated tagets for each Project.

Land Tenure Project
Measures Estimated TargetsActivities

. Support the Development of . Submission and passage of new . Land legislation that
the Malagasy PNF legislation that recognizes recognizes improved land

. Improve the Ability of the improved land tenure tenure procedures adopted by

National Land Service
procedures, documents Month 15

Admnistrtion to Provide (certificates) and techniques
. 100% of approximately

Land Servces . Percentage of land documents 800 000 documents

. Decentrlization of Land 
inventoried, restored, and/or inventoried, 300,000

Servces digitized damaged land documents

. Percent of land in pilot sites in restored and 400 000 of the 

. Land Regularzation in the
the Zones that is securely

existing documents digitized
Zones demarcate and registered . 100% of approximately

. Inormation Gathering,
. Average time and cost required 250 000 hectares demarcated

Analysis and Dissemination
to car out proper
transactions at national and
local levels 

Fiance Project Activities Measures Estimated Targets

. Promote Legal and Regulatory . Submission, passage, and . Legislation penttng a
Refonn implementation of new multi-tiered financial system

. Reform Sovereign Debt
legislation that pennit a multi- submitted by Month 5

Management and Issuance tiered financial system as . Check clearng delay reduced
recommended by outside

from 45 days to 3 days
. Strengten the National experts and relevant

Savings Bank commissions . Growth rate of volume of

. Provide New Instrents for . Number of holders of smaller
funds in the payment system

Agrbusiness Credit denomination treasur bils
to exceed GDP growt rate

. Modernize National . Volume of treasury bil
. MFI portolio-at-risk

Interbank Payments System holdings
delinquency rate reaches and
remains steady at 4-
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Finance Project Activities Measures Estimated Targets

. Improve Credit Skills . Number of treasury bils held . $5 milion increase in MFI
Training, Increase Credit outside of Antananarivo lending in the Zones
Information and Analysis

. Check clearing delay

. Volume of fuds in the
payment system

. Volume of microfinance
institution (MFI) lending in the
targeted zones

. MFI portfolio-at-risk
delinquency rate

. Reportng of credit and
payment infonnation to a
central database

Agriculture Business

Investment Project Measures Estimated Targets

Activities

. Create and Operate Five . Zones identified and cost- . Five Zones identified and
ABCs effective investment strategies cost-effective investment

. Create NCC and Coordinate developed strtegies developed by

Activities with Government . Number of fars and Month 12

Ministres and ABCs and enterprises employing technical . One agrbusiness investment
Identify the Zones assistance received strtegy developed for each

. Identify the Investment . Number of farms/enterprises zone

Opportnities receiving/soliciting informtion . Value of change in marketing

. Build Management Capacity on business opportnities and production techniques

in the Zones exceeds costs

Implementation of M&E Plan.

(a) A roval and Im lementation. The approval and implementation of the M&E
Plan, as amended trom time to time, shall be in accordance with the Program Anex, this M&E
Anex, the Goverance Agreement, and any other relevant Supplemental Agreement.

(b) Advisor Council. The completed portions of the M&E Plan wil be presented to
the Advisory Council at the Advisory Council' s initial meetings and any amendments or
modifications thereto or any additional components of the M&E Plan will be presented to the
Advisory Council at appropriate subsequent meetings of the Advisory Council. The Advisory
Council will have opportunity to present its suggestions to the M&E Plan, which the Steering
Committee wil take into consideration, as a factor, in its review of any amendments to the M&E
Plan durng the Compact Term.
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(c) MCC Disbursement and Initial Re-Disbursement for a Proiect Activitv
Prior to, and as a condition precedent to, the initial MCC Disbursement or Re-Disburement with
respect to a Project Activity that wil be covered by a baseline surey. or the execution of the
initial contract for services with any Provider with respect to a Project Activity that wil be
covered by a baseline survey, a techncal review of the baseline surey shall be cornpleted to
ensure compliance with standard statistical practices. The Paries shall specify in the
Disbursement Agreement the Project Activities that require completion of baseline data
collection and technical review of that data as a condition precedent to MCC Disbursement or
Re-Disbursement.

ANNX II-



Federal Register / Vol. 70, No. 81/ Thursday, April 28, 2005/ Notices 22153

EXIBIT A

MADAGASCAR PROGRAM LOGIC

""ca Prra Logc

Cet Go,

.... 

8I "- R8d
II,

.. 

II I8 Zo

'---ln 

".-.--

lr_- In\l Zo

: "

tn.; 

. ,

perii I8Ji
IM adll O(cee

AN m - EXWIT A



22154 Federal Register /Vol. 70, No. 81/Thursday, April 28, 2005/ Notices

(FR Doc. 05-8531 Filed 4-27-05; 8:45 am)
BILLING CODE 921D-1-


