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Millennium Challenge Account Threshold Program

STRATEGIC OBJECTIVE GRANT AGREEMENT
Dated: May 3, 2006
DBetween

The United States of America, acting through the United States Agency  for
International Development ("USAID")

and

Phe United Republic of Tanzania, acting through the Ministry of Finance (hereinafter
referred to as the "Grantee")

Article I: Purpose
The purpose of this Strategic Objective Grant Agreement ("Agreement”) is to set out the
understanding of the parties named above (the "Parties") about the Strategic Objective
described below.
Article 2: Strategic Objective and Results

Section 2.1, Swrategic Objective. The stratesic objective ("Strategic Objective” or

“Objective™} is to reduce corruption in half of Tanzania’s local districts and central
povernmenl agencies, by means of four initiatives;

(a) Build the nongovernmental sector monitoring capacity:
(b) Strengthen the rule of law for good governance;

(¢} Establish a Financial Intelligence Unit; and

(d) Curb corruption in public procurement.

This Section 2.1 may be changed by formal written amendment to this Agreement by the
Authorized Representatives, as defined in Section 7.3

section 2.2, Resultss In order to achieve the Objective, the Parties agree to work
together to achieve the following results (each a “Result” and collectively, the “Results™):

(2) Increase the number of districts nationwide using the public expenditure tracking
systems at the local government level.

(b} Increase the number of investigations by the Prevention of Carruption Bureau
that result in anti-corruption cases brought to trial in court,

(¢) Increase the media exposure of anti-corruption caises brought to trial in
court.

(d) Increase the number of Financial Intelligence Unit cases investigated, reported
and brought to the attention of proper authorities and the public of suspicious or
unusual financial transactions.
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{¢) Increase the number of audits conducted on selected ministries/ departments/
agencies and local government agencies and publicize the results,

This Section 2.2 may he changed by formal written amendment to this Agreement by the
Authorized Representatives,

Section 2.3, Annex 1, Amplified Deseription. Annex 1, attached, hereto. forms part
of this Agreement and amplifies the above Objective and Results. Within the limits of the
above definitions of the (Objective in Section 2.1 and the Results in Section 2.2, Annex | may
be changed only by written agreement of the Authorized Representatives, without formal
amendment of this Agreement.

Article 3; Contributions of the Parties

forth in this Agreement, USAID. hereby grants, subject to the térms and conditions set forth
herein, and pursuant 1o the Foreign Assistance Act of 1961, as amended, and Section 616 of
the Millennium Challenge Act of 2003, 10 the Grantee an amount not 1o exceed eleven millicn
one hundred and fifty thousand United States ("LLS.") dollars ($11,150,000) (the "Girant").

Section 3.1. USAID Contribution.  The Gramt, To help achieve the Objective set

Section 3.2 Grantee Contribution. The Grantee shall provide or cause to be
provided all funds, in addition to those provided by USAID and any other donor identified in
Annex 1, and all other resources required 1o complete, on or before the Cempletion Date, all
activities necessary to achieve the Results. Grantee support shall include, but shall not be
limited to, all organizational costs asseciated with achicving the Results.

Article 4: Completion Date

() The Completion Date, June 30, 2008, or such other date as the Parties may
agree 1o in writing, is the date by which the Parties estimate that all the activities NECESSATY 10
achieve the Objective and Results will be completed.

(b} Except as USAID may otherwise agree to in writing, USAID will not issue or
approve documentation which would authorize disbursemer ol the Grant for services
performed or goods furnished after the Completion Date,

{c) Requests  for disbursement, accompanied by necessary supporting
documentation preseribed in Implementation Letters, are to be received by USAID no later
than nine (9) months followipg the Completion Date, or such other period as USAID agrees
o in writing. After such pertod, USAID, at any time or times, may give notice in writing to
the Grantee and reduce the amount of the Grant by all or any part thereof for which requests
for disbursement, accompanied by necessary supportin g documentation prescribed in
Implementation Letters, were not received before the expiration of such period.

Article 5: Conditions Precedent to Disbursement

Section 5.1 First Disbursement. Prior to the first disbursement under the Grant or ta
the issuance by UUSAID of documentation pursuant to which such disbursement will be made,
the Grantee will, except as the Parties may otherwise agree in writing, furnish 1o USAID in

form and substance satisfactory to USAID:

{a) A legal opinion of counsel to the Ministry of Finance of Tanzania, or other
legal counsel acceptable to USAID, that this Agreement has been duly



authorized or ratified by, and executed on behalf of the Grantee, and that it
constitutes a valid and legally binding obligation of the Grantee, in accordance
with all of its termis; and

(b} A statement in the name of the person holding or acting in the office of the
Grantee specified in Section 7.3, and of any Additional Representatives of the
Parties, together with a specimen signature of each person specified in such
statement,

Section 5.2, Notification. USAID will promptly notify the Grantee when USAID has
determined that a condition precedent has been met.

Section 3.3. Terminal Dates for Conditions Precedent.  The terminal date for
meeting the conditions specified in Section 5.1 is sixty (60) days from the date of this
Agreement or such later date as USAID may agree to in writing, If the conditions precedent in
Section 5.1 have not been met by the above terminal date, USAID may terminate this
Agreement by writlen notice to the Grantee,

Article 6: Special Covenants

The Grantee covenants that the Financial Intelligence Unit that will be established
under this Agreement will be fully operational within an effective legislative framewaork hy
the Completion Date. The Grantee further covenants that the Financial Intelligence Unit will
be maintained and operational for a period of at least five years alter the Completion Date,

Article 7: Miscellaneous

Section 7.1, Finangial Disbursement.. The Parties agree. that the activities
contemplated under this Agreement will be undertaken in conformity with United States
Government rules, regulations, policies and procedures, and that USAID shall disburse all
funds under this Agreement to Implementing Partners (as defined in Annex 1) consistent with
such rules, regulations, policies and procedures.

Seetion 7.2, Communications, Any notice, request, document, or other
communication submitted by ecither Party to the other under this Agreement shall be (a) in
writing or by telegram, telefax or cable, and (b) deemed duly given or sent when deliverad to
such Party at the following address:

To USAID:

Mail Address:"
Mission Dircctor
United States Ageney for International Development
686 Old Bagamoyo Road, Msasani
PO Box 9130
Dar es Salaam, Tanzania

Telefax: 255-22-266840%



To the Grantee:

Mail Address:

Minister
Ministry of Finance
PO Box 9111

Dar es Salaam. Tanzania
Teletax: 255-22-21 10326

All such communications shall be in English unless the Parties otherwise agree in
writing. Other addresses may be substituted for the above upon the giving of prior notice 1o
the other Partyv.

Section 7.3.  Representatives. For all purposes relevant to this Agreement, the
Grrantee will be represented by the individual holding or acting in the Office of Minister of
Finance, and JSAID will be represented by the individual holding or acting in the Office of
Mission Director, USAID/Tanzania (each an “Authorized Representative™ and together, the
“Authorized Representatives™). Each of the Authorized Representatives, by written notice,
may designate additional representatives (“Additional Representatives’) for all purposes
gxcept signing this Agreement, signing formal amendments to the Agreement or exercising
the power under Section 2.3 to change Annex |. The names of the Authorized Representative
and the Additional Representatives of the Grantee, with specimen signatures, will be provided
to USAID, and USAID may accept as duly authorized any instrument signed by such
representatives in implementation of this Agreement, until receipt of wrilten notice of
revocation of their authority,

Section 7.4, Standard Provistons Annex. A "Standard Provisions Annex" (Annex 2)
15 attached 1o and forms part of this Apreement.

Section 7.5, Amendments. Unless otherwise specified herein, the Parties may amend
this Agreement only by a formal written amendment signed by the Authorized
Representatives,

IN WITNESS WHEREOF, the United Stales of America and the Grantee, each acting
through its duly authorized representative, have caused this Agreement to be signed in their
names and delivered as of the day and vear {irst above writien,

UNITED STATES (Jl*_: AMERICA UNITED REPUBLIC OF TANZANIA
—== 7 = : = 1
By: e RN By: /v :‘2/_"“’—:?/1 =
Pamela A. White Gray 8, Mgonja !
e : . e s “Fi
Mission Director, USAID/Tanzagia Permanent Secretary, Ministry of Finance

Crretchen Brew

mnessed .i_'l}’i (20{;{? LAY p:ﬂﬁ.{)rlwv
1 -_"'-—‘f/{i-"i /)} gl

Compact 'i_'.‘v:_mnlr},yrt irector, Millennium '
Challenge Corportation
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ANNEX 1
AMPLIFIED DESCRIPTION

L. INTRODUCTION

This Annex 1 describes the activities to be undertaken and the Results to be achieved
with the funds obligated under this Agreement, Nothing in this Annex | shall be construed as
amending any of the definitions or terms of the Agreement.

I1. BACKGROUND

On November 8, 2004, the Millennium Challenge Corporation (“*MCC™) selected
Tanzania as eligible to receive Threshold Program assistance to assist Tanzania to become
eligible for Millennium Challenge Account (“MCA™) Compact assistance, In response to
MCC's invitation, the Government of Tanzania (the “Government™) submitted its Threshold
Country Plan on August 18, 2005, The Government set out its strategies for anti-corruption
activities in Tanzania within the context of the National Strategy for Growth and Reduction of
Poverty (the “National Strategy™). The National Strategy was developed under a broad
participatory process drawing input from stakeholders across the country including civil
society, nongovernmental organizations and the private sector. The National Strategy is the
nition’s plan to intensily the move towards the achievement of Tanzania's Millennium
Development Goals by promoting economic growth, improving the social well-being of the
population, and advancing good governance and accountability.

On lanuary 27, 2006, the Board of Directors of MCC approved the Tanzania
Threshold Program.  This program. as described in this Agreement (the “Program™), will
strengthen the institutional capacity of the Government to build and promote stronger
partnerships among the government, the private sector and civil society, In the Program, the
Government’s principal objective is to reduce corruption in half the country’s local districts
and central government agencies. The Government believes that the implementation of the
Program will accelerate the achievement of this goal by targeting agencies and districts that
have historically not enjoyed full transparency and accountability in their public financial
management activities,

[1L. STRATLEGIC OBJECTIVE; RESULTS TQ BE ACHIEVED; ACTIVITIES

The Strategic Objective of this Agreement is to reduce corruption in half of
Tanzania’s local districts and central government agencies. In order to achieve the Objective,
the following Results must be achieved:

* Anincrease in the number of local government authorities participating in public
expenditure tracking from 12 to 60.

* Increase the number of investigations by the Prevention of Corruption Bureau
that result in the anti-corruption case being presented in court from 20 to 28,

* Inerease media exposure of anti-corruption cases brought to trial from 50 10 300.

« [Dstablish a Financial Intelligence Unit 10 investigate or report and bring to the
attention of proper authorities and the public, cases of suspicious or unusual
financial transactions (a target of 30 cases has been established).

* Conduct a new program of audits (a target of 40 cases 1o be reparted by the
media) of selected central government ministries/departments/agencies and local
government authorities.



The Program will involve four specific initiatives and associated activities:
I Build the Nongovernmental Sector Monitoring Capacity:

*  Train and mebilize civil society monitors at the national and local levels
with an emphasis on enhancing the role of women in the process.

e Train journalists in investigative reporting.

2, Strengthen the Rule of Law for Geood Governance:

¢ Train directors and staff of the Commission for Human Rights and Gaod
Governance as trainers of trainers in alternative dispute resolution skills.

* Train staff of the Commission for Human Rights and Good Governance
and nongovernmental organizations to monitor and respond to complaints
of abuse of administrative powers, such as bribes and use of position 1o
acquire goods and services,

e Train public prosecutors and magistrates on the use of existing anti-
corruption laws to increase their skills in arder 10 successfully prosecute
and convict offenders.

* Provide training and investigative equipment to strengthen and
modernize the police investigation system in the areas of fraud and
fmancial crimes,

* Strengthen the capacity of the Institute of Judicial Administration and
law faculties at Tanzanian universities to offer courses focused on anti-
corruption laws and palicies.

* Establish a Legal Aid Network Secretariat and create a legal aid fund to
provide grants to legal aid nongovernmental organizations, and establish
regional and district-level legal aid centers,

3. Establish a Financial Intelligence Unit:

* Toreceive, analyze, and disclose information by financial institutions to
competent authorities about suspicious or unusual financial transactions.

* To track the number of cases investigated by authorized bodies, the
number charged, number convicted and number of persons sentenced,
and

* To compile statistics on frozen and confiscated funds and assets and
provide these figures to the media o hold responsible  parties
accountable.

4. Curb Corruption in Public Procurement:

* Conduct procurement, contract, and performance audits of as many of the
31 government ministries and departments and 123 local covernmeant
authorities as possible to ensure compliance with the law and provide a
strong deterrent for corruption in public procurements,



* Strengthen the Public Procurement Regulatory Authority to ensure that it
is able 1o exercise its oversight and regulatory authorities properly
through such activities as expansion of the planned procurement
management information system to other central government agencies
and local government authorities and technical assistance and training for
staft of the Public Procurement Regulatory Authority.

¢ Conduct a multi-stakeholder forum to assess how well the Public
Procurement Act of 2004 is being implemented,

*  Design and pilot multi-stakeholder forums to implement a new model for
transparency in public procurement in Tanzania to ensure ongoing civil
society engagement and oversight of procurement.

¢ Duild capacity among members of Parliament so that they can effectively
oversee implementation of the Procurement Act of 2004 and understand
their role regarding integrity in public procurement.

* Build capacity in pilot communities around local HIV/AIDS clinics 1o
promote monitoring of the delivery of anti-retroviral drugs at the local
level.

IV, ROLES AND RESPONSIBILITIES

A. GOVERNMENT

In connection with the implementation of the activities under this Agreement, the
Government shall use its very best efforts to ensure that the Resulls and the Objective are
achieved, as contemplated in this Agreement,

In furtherance of, but without limiting the foregoing, the Government shall: [a) pay
tor the annual salaries and organizational costs of the Government staff assigned to oversee
the Program; (b) provide office space for stalf of selected Implementing Partners (as defined
below); (¢) provide Program monitoring: and (d) ensure budge support and replication of
lessons learned to sustain Program activities after the Completion Date and expand to other
areas,

B. USAID

USAID will work closely with the Government (specifically the Ministry of Finance)
to assist the Government to successfully implement the Program and achieve the Results and
the Objective contemplated by this Agreement.

USAID will enter into one or more agreements with one or more third-party
implementing partmers (each, an “Implementing Partner”) 1o implement the Program. Such
dgreements may include grants, cooperative agreements, and contracts. The Implementing
Partners may be local, United States, international or multi-national, governmental or
nongovernmental, organizations or persons. USAID will select the Implementing Partners in
accordance with USAID regulations and policies and in consultation with representatives of
the Government and MCC.

USAID will monitor performance under such agreements and will oversee the
performance of the Implementing Partners and progress toward achievement of the Results.
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C. IMPLEMENTING PARTNERS

USAID will select the Implementing Partners in consultation with the Grantee and
will ensure that the Implementing Partners carry out the implementation of the Program in
conformance with this Agreement and report directly to USAID. Each agreement between
USAID and an Implementing Partner that is an organization will be consistent with this
Agreement and will include @ monitoring and evaluation plan, including indicators, targets
and outputs,

D. MC(C

USAID and the Government acknowledge and understand that MCC has charged
USAID with responsibility for administering and overseeing the implementation of this
Agreement under MCC principles of country ownership, accountability and emphasis on
results. It is further understood that the respective roles and responsibilities of USAID and
MU in relation to each other in connection with the implementation and furtherance of this
Agreement will be set forth iIn a separate document or documents 1o be executed by both
USAID and MCC. USAID and the Government acknowledge and agree that MCC shall have
no rights or obligations under this Agreement.

V. FINANCIAL PLAN

The financial plan (the “Financial Plan™) for the Program is set forth below, Changes
may be made to the Financial Plan in writing by Authorized Representatives without formal
amendment to the Agreement, if such changes do not cause USAID's contribution to exceed
the amount specified in Section 3.1 of the Agreement.

USAID Contribution

Program C -
rogram Component (in U.S. Dollars)

A, Build Nongovernmental Sector Monitoring Capacity $3.000,000
B. Strengthen the Rule of Law for Good Governance $3.000,000
C. Establish a Financial Intelligence Unit $1.500,000
D. Curb Corruption in Public Procurement $3,000,000
E. Technical Services $ 650,000
TOTAL $11,150,000
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YL MONITORING AND EVALUATION
Program menitoring and evaluation will be based on quantitative as well as gualitative
factors, and shall be carried out by the Ministry of Finance with technical assistance provided

under this Agreement by a USAID technical team.

Achievement of the Results and the Strategic Objective shall be measured based upon
the following performance indicators:

I Number of districts nationwide using the public expenditure tracking systems al the
local government level.

2. Number of investigations that result in anti-corruption cases brought to trial in court

3. Increase the media exposure of anti-corruption cases brought to trial in court

4. Number of Financial Intelligence Unit cases investigated, reported and brought to the
attention of proper authorities and the public of suspicious or unusual financial

transaclions.

5. Number of audits conducted on selected ministries/departments/agencies and local
government authorities and results publicized.

Additienally, the Government shall monitor all outputs to ensure that performance is
consistent with this Agreement.
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Srandard Provisions
Article AL pefinitions and 1mp1cmmummn J.eters.

Gection AL Definitions. As used in this AnNE, ihe "Agreement” refers to the
Sirategic Objective Grant Agreement, including Annex 1 thereta, o which this Annex 15
attached and of which this Annex forms a part. Capitalized terms used and not otherwise

defined in this AnnNEx have the samé mea ing or reference as in the A orgement-

Section A2 implr:rnwnmtiun Letters. 1o assist the Granted in the impimueniaiiun of
the Agreemerl. USAID, from time to time, Witl furnish additional information about matters
stated in this Agreement. The Parties may alsn 155U jointly agreed-upon huplenmntat'mn

| etters to confirm and record their mutual understanding o aspects of the impiumemminn of
{his Agresment. 1mp1emenlalinn |etters can also be issued 10 record revisions of exceptions
which are permitted by the Agrecment.

article B (eneral (Covenants.

Section B.1. Consultation. The Parties will cooperaie 1o assure that the Ohjective and
Results of this Agresment will be accomplished, To this end, the Parties. at the request O
cither, will exchange viewsof progress rowards the Objective and Results, thie performance
of obligations under this Agrcement, the pcrfnmmncc of any consultants, coniractons, oF
supplicrs engaged under the Agreement, and other matiers relating to the Agrecment.

Gection B.2. Exccution of Agreement. The Grantee will:

(a) Carry oul the Agrecment ar cause it to be carried oul with due diligence and
efficiency, 1N conformity with sound technical, financial, and management practices. and in
canformity with those documents, plans, 5pcciﬁcati.nns_ cOniracts, gehedules. o7 other
arrangements. and with any modifications therein, approved by USALID pursuant to this
.ﬁ.gﬂ:cmé:nt; and

(b) Provide qualified and uxpcriuncad management for, and train such staff as may be
appropriate for the maintenance and operation of activitics financed under the Agreement,
and, 4s applicable for continuing activities, cause those activities to be operated and
maintained 10 cuch manner as 10 assure the continuing and successiul achigvement of the
Objective and Results of the Agreement.

Section B.3. Utilization of Goods and Qervices:

(a) Ay goods and services financed under this Agreement, unless otherwise agreed
in writing by USAID, will be devoted to the Agreement until the completion oF termination of
the Agreement. and thereafter (as well as during any period of suspension of the .-'xg:r-:::mcnt}
will be used to further the Objective of the Agreement and as USAILD may direct in
1mp'len1emmien Letters.

() Goods of Services financed under this Agreement, exoept s LISALD may
otherwise agrec in writing, will not be used to promote or assist a foreign aid project oF
activity associated with of financed by a country not included USAID GGeographic Code
935 as in effect al the time of such use.

Gecton B.4. Taxation.



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

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

(¢} Except as provided otherwise in this provision, the General Exemption in
subscction (a) applies to, but is not limited 0, the following taxes:

(1) Exemption 1. Customs duties. tariffs, import taxes, or other levies on the
importation, use and re-exportation of goods or the personal belongings and effects (including
personally-owned automobiles) for the personal use of non-national individuals or their
family members. Exemption | includes, but is nat limited to, all charges based on the value
of such imported goods, but does not include service charges direetly related to services
performed 1o transfer soods or cargo

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

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

(d) If a tax has been levied and paid contrary to the provisions of an exemption,
USAID may, in its discretion, (1) require the Grantee to refund to USAID ar to others as
USAID may direct the amount of such tax with funds other than those provided under the
Agreement, or (2) offset the amount of such tax from amounts to be disbursed under this or

any other agreement between the Parties,

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

Section B3, Keports and Information, Agreement Books and Records, Audits, and
[nspections.

(a) Reports and Information. The Grantee shall furnish USAID accounting records

and such other information and reports relating to the Agreement as USAID may reasonably
regquest.
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(b) Grantee Agreement Books and Records. The Grantee shall maimtaim accounting
books, records, documents and other evidence relating to the Agreement, adequate to show,
without limitation, all costs incurred by the Grantee under the Agreement, the receipt and use
of goods and services acquired under the Agreement by the Grantee, agreed-upon cost sharing
requirements, the nature and extent of solicitations of prospective suppliers of goods and
services acquired by the Grantee, the basis of award of Grantee contracts and orders, and the
overall progress of the Agreement toward completion (" Agreement books and records”). The
Grantee shall maintain Agreement books and records in accordance with generally accepted
accounting principles prevailing in the United States, or at the Grantee's option, with approval
by USAILD, other accounting principles, such as those (1) prescribed by the International
Accounting Standards Committee (an atfiliate of the International Federation of Accountants}
or (2) prevailing in the country of the Grantee. Agreement books and records shall be
maintained for at least three years after the date of last dishbursement by USAID or for such
longer period, if any, required 1o resolve any Iitigation, claims or audit findings.

(¢} Grantee Audit. If $300.000 or more of USAID funds sre expended directly by the
Grantee in its fiscal vear under the Agreement, the Grantee shall have financial audits made of
the expenditures in accordance with the following terms, except as the Parties may otherwise
agree in writing:

(1) With USAID approval, the Grantee shall use its Supreme Audit Institution
or select an independent auditor in accordance with the "Guidelines for Financial Audits
Contracted by Foreign Recipients” issued by the USAID Inspector General ("Guidelimes™),
and the audits shall be performed in accordance with the "Guidelines"; and

(2) The audit shall determine whether the receipt and expenditure of the funds
provided under the Agreement are presented in accordance with generally acceptad
accounting principles agreed to in section (b) above and whether the Grantee has complied
with the terms of the Agreement, Each audn shall be completed no later than nine months
atter the close of the Grantee's vear under audit.

{d) Sub-recipient Audits, The Grantee, except as the Parties may otherwise agree in
writing, shall submit to USAIID, in form and substance satisfactory to USAIIY, a plan for the
audit of the expenditures of "covered” sub-recipients. as defined below, that receive funds
under this Agreement pursuant to & direcl contract or agreement with the Grantee.

(1) A "covered” sub-recipient 15 one who expends 5300,000 or more in ils
fiscal vear in "USAID awards” (i.c., as recipients of USAID cost reimbursable contracts;
grants or cooperative agreements and as sub-recipients under USAID strategic objective and
other grant agreements with foreign governments).

(2} The plan shall deseribe the methodology to be used by the Grantee (o
satisly its audit responsibilities for covered sub-recipients, The Grantee may satisfy such audit
responsibilities by relying on independent audits of the sub-recipients; expanding the scope of
the independent financial audit of the Grantee to encompass testing of sub-recipients'
accounts; or a combination of these procedures,

(3) The plan shall identify the funds made available to covered sub-recipients
that will be covered by audits conducted in accordance with other audit provisions that would
satisfy the Grantee's audit responsibilities. (A nonprofit organization organized in the United
States is required to arrange for its own audits. A for-prafit contractor organized in the United
States that has a direct contract with USAID is audited by the cognizant U8, Government
Agency. A private voluntary erganization organized owtside the United States with a direct
granl from USALL is required to arrange for its own audits. A host-country contractor should
be audited by the Grantee’s auditing agency.)
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{4) The Grantee shall ensure thal covered sub-recipients under direc
COntracts ar agreements with the Grantee take appropriate and timely corrective actions:
comsider whether sub-recipients' audits necessitate adjustment of iis awn records; and require
cach such sub-recipient 1o permit independent auditors to have ACCESS 10 records and finaneial
slatements as necessary

(2) Audit Reparts. The C rantee shall furnish or cause to be furnished to USAID an
audit report for each audit arranged for by the Grantee in accordance with this Section within
30 days after completion of the audit and no later than nine months after the end of the period
under audit,

() Other Covered Sub-recipients. For "cavered” sub-recipients who receive funds
under the Agreement pursuant ta direct contracts or agreements with USAID, USAID will
nclude appropriate audit requirements in such contracts or agreements and will, on behalf of
the Grantee, conduet the follow-up activities with regard 1o the audit reports furnished
pursuant to such requirements.

{2) Cost of Audits. Subject to 1USAID approval in writing, costs of audiis performed
in accordance with the terms of this Section may be charged to the Agreement.

(h) Audit by USAID, USAID retains the right 10 perform the audits required under
this Agreement on behalf of the Grantee by utilizing funds under the Agreement or other
resources available to USAID for this purpose. conduct a financial review, or otherwise
“nsire accountability of organizations expending USAID funds regardless of the audit

requirement.

(1) Opportunity to Audit or Inspect. The Grantes shall 4 fford authorized
representatives of USALD the Opportunity at all reasonable times to audit or inspect activities
financed under the Agreement, the utilization of goods and services financed by USAID., and
books, records and other documents relating to the Agreement,

{1} Sub-recipient Books and Records. The Grantee will Incorporate paragraphs ( a),
(b), (d), (e), (g), (h) and (1) of this provision into all sub-agreements with non-17 .
organizations which meet the $300,000 threshold of paragraph (c) of this provision. Sub-
agreements with non-1U S, organizations, which do not meet the $300,000 threshold, shall, at a
minimum, incorporate Paragraphs (h) and (i) of this provision. Sub-agreements with 1 =,
organizations shall state that the U.S. organization is subject to the audj requirements

contained in OMB Circular A-133.
Seetion B.6. Completeness of Information. The Grantec confirms:

{a) that the facts and circumstances of which it has informed USAID, or caused
USAID 1o be informed, in the course of reaching agreement with USAID on the Agreement,
are accurate and complete, and include a] facts and circumstances that might materially affect
the Agreement and the discharge of tesponsibilities under this Agreement; and

(b) That it will inform USAID in timely fashion of any subsequent facts and
circumstances that might materially affect, or that it is reasonable to believe might so affeet,
the Agreement or the discharge of responsibilities under this Agreement.

Section B.7. Other Payments. Grantee affirms that no payments have been or will e
received by any official of the Grantee in connection with the procurement of goods or
services financed under the Agreement, except fees, laxes, or similar payments legally
established in the country of the Grantee.
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Section B.8. Information and Marking. The Grantee will give appropriate publicity to
the Agreement as a program to which the United States has contributed, identify Agreement
activity sites, and mark goods [nanced by USAILD, as described in Implementation Letters.

Article C: Procurement Provisions.
Section C.1. Source and Origin,

fa) Disbursements under this Agreement will be used exclusively to finance the costs
ol goods and services required for the Agreement having, with respect 1o goods, their source
and origin and, with respeet 1o the suppliers of goods and services, their nationality, in
countries included in Geographic Code 935 as in effect at the time orders are placed or
contracts entered into for such goods or services, except as USAID may otherwise agree in
writing and as follows:

(1) Qeean transportation costs shall be financed under the Agreement only on
vessels under flag registry of countries included in Geographic Code 935, Also see Section
C.6 on use of U.S. flag vessels.

(2) The country of the Grantee is an ehgible source for marine insurance.

(B} The source and origin of ocean and air shipping will be deemed to be the ncecan
vessel's or aircrafl’s country of registry at the time of shipment.

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

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

Section C.2. Eligibility Date. No goods or services may be financed under the
Agreement which are procured pursuant to orders or contracts firmly placed or entered into
prior to the date of this Agreement, except as the Partics may otherwise agree in writing,

Section C.3. Plans, Specifications and Contracts, In order for there to be mutual
agreement on the following matters, and except as the Parties may otherwise agree in writing:

(a) The Grantee will furnish to USAID upon preparation:

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

(2) Such documentation will also be furnished to USAID, upon preparation,
relating to any goods or services, which, though not financed under the Agreement, are
‘deemed by USAID to be of major importance to the Agreemenlt, Aspects of the Agreement
involving matters under this subsection (a) (2) will be identified in Implementation Letters,
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(b) Documents related 1o the prequalification of contractors, and to the selicitation of
bids or proposals for goods and services financed under the Agreement will be approved by
LISATD in writing prior to their issuance, and their terms will include United States standards
and measurements;

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

(d) Consulting firms used by the Grantee for the Agreement but not financed under
the Agreement, the scope of their services and such of their personnel assigned to activities
financed under the Agreement as USAID may specify, and construction contractors used by
the Grantee for the Agreement but not financed under the Agreement, shall be acceptable 1o
LSAID,

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

Section C.3. Notification to Potential Suppliers. To permit all United States firms to
have the opportunity to participate in furnishing goods and services 1o be financed under the
Agreement, the Grantee will furnish to USAID such information with regard thereto, and at
such times, as USAID may request in Implementation Letters.

Section (.6, Shipping/Transportation

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

(b) Unless USAID determines that privately owned United States-flag commercial
ocean vessels are not available a1 fair and reasonable rates for such vessels, or otherwise
agrees in writing:

(1) At least fifty percent (50%) of the gross tonnage of all goods (computed
separately for dry bulk carriers, dry cargo liners and tankers) financed by USAID which may
be transported on ocean vessels will be transported on privately owned United States-flag
commercial vessels; and

(2) At least fifty percent (50%) of the gross freight revenue generated by all
shipments financed by USAID and transparied to the territory of the Grantee on dry cargo
liners shall be paid 1o or for the benefit of privately owned United States-flag commercial
vessels. Compliance with the requirements of (1) and (2) of this subsection must be achieved
with respect to both any cargo transported from U.S. ports and any cargo transported from
non-LLS. ports, computed separately,

Section C.7. Insurance,
(a) Marine insurance on goods financed by USAID which are to be transported to the

territory of the Grantee may be financed under this Agreement provided (1) such insurance is
placed at the most advantagedus competitive rate; (2) such insurance is placed in a country



which 1s authorized under Section C.1(a); and (3) claims thereunder are payable in U 5,
dollars or any freely convertible currency unless USAID agrees otherwise in writing.

If the Grantee (or the government of the Grantee), by statute, decree, rule; regulation, or
practice discriminates with respect 1o USAID-financed procurement against any marine
insurance company authorized to do business in any State of the United States, then all goads
shipped 10 the territory of the Grantee financed by USAID hereunder shall be insured against
marine risks and such insurance shall be placed in the United States with a company or
companies authorized to do marine insurance business in the TUnited States.

{b) Except as USAID may otherwise agree in writing, the Grantee will insure, or
cause tg be msured, goods financed under the Agreement imported for the Agreement apainst
risks incident to their transit to the point of their use under the Agresment; such insurance will
be issued an terms and conditions consistent with sound commercial practice and will insure
the full value of the goods. Any indemnification received by the Grantee under such insurance
will be used to replace or repair any material damage or any loss of the goods insured or will
be used to reimburse the Grantee for the replacement or repair of such goods. Any such
replacement will be of source and onigin of countries listed in USAID Geographic Code 935
as in effect at the time of replacement and, except as the Parties may agree in writing, will be
otherwise subject to the provisions of the Agreement.

section C.8, ULS, Government-Chwned Excess Property. The Grantee agrees that
wherever practicable. United States Government-owned excess personal property, in lieu of
new items financed under the Grant, should be utilized. Funds under the Agreement may be
used to finance the costs of obtaining such property,

Article D. Miscellaneous.

Section D1, Disbursements. No disbursements to the Grantee are contemplated
under this Agreement, Should disbursements 1o the Grantee be required, disbursements will
be made through such means as the Parties agree to in writing or as set forth in Annex 1.

Section [2.2, Rate of Exchange. If funds provided under the Agreement are introduced
into the territory of the Grantee by USAID or any public or private agency for purposes of
carrying out the obligations of USAID hereunder, the Grantee will make such arrangements
as may be necessary so that such funds may be converted into local curreney at the highest
rate of exchange which, at the time the conversion is made, is not unlawful in the country of
the Grantee to any person for any purpose.

Article k. Termination: Remedies
Section E.1. Suspension and Termination

(a) Either Party may terminate this Agreement in its entirety by giving the other
Party 30 days’ written notice, USAID also may terminate this Agreement in parl by giving the
Grantee 30 days’ written notice, and suspend this Agreement in whole or in part upon giving
the Grantee written notice. In addition, USAID may terminate this Agreement in whole or in
part, upon giving the Grantee written notice, if (i) the Grantee fails to comply with any
provision of this Agreement, (if) an event occurs that USAID determines makes it improbable
that the Objective or Results of the Agreement or the assistance program will be attained or
that the Grantee will be able to perform its obligations under this Agreement, or (i} any
disbursement or use of funds in the manner herein contemplated would be in vielation of the
fegislation governing USAID or the Grant whether now or hereafter in effect,

(b) Except for payment which the Parties are committed to make pursuant to
nencancelable commitments entered into with third parties prior to such suspension or
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termination, suspension or termination of this entire Agreement or part thereof will suspend
{for the period of the suspension) or terminate, as applicable, any obligation of the Parties to
provide financial or other resources to the Agreement. or (o the suspended or terminated
portion of the Agreement, as applicable. Any portion of this Agreement which is not
suspended or terminated shall remain in full foree and effect.

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

Section L2, Refunds.

(a) In the case of any disbursement which is not supported by valid documentation in
accordance with this Agreement, or which is not made or used accordance with this
Agreement, or which was for goods or services not used in accordance with this Agreement,
USAID, notwithstanding the availability or exercise of any other remedies under this
Agreement, may require the Grantee to refund the amount of such disbursement in U5
dollars to USATD within sixty (60) days after receipt of a request therefor.

{b) If the failure of the Grantee to comply with any of its pbligations under this
Agreement has the result that goods or services financed or supported under the Agrecment
are not used effectively in accardance with this Agreement, USAIL may require the Grantee
to refund all or any part of the amount of the disbursements under this Agresment for or in
connection with such goods or services in U.S. dollars to USAID within sixty (60) days after
receipt of a request therefor,

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

{d) (1) Any refunds under subsections (a) or (b}, or (2) any refund 1o USAID [rom a
contractor, supplier, bank or other third party with respect to goods or services financed under
the Agreement, which refund relates to an unreasonable price for or erroneous invoicing of
goods or services, or to goods that did not conform to specifications, or to services that were
inadequate; will (A) be made available first for the Agreement, to the extent justified, and (13)
the remainder, if any, will be applied to reduce the amount of the Grant.

(¢) Any interest or other earnings on funds disbursed by USAID to the Grantee under
this Agreement prior to the authorized use of such funds for the Agreement will be returned ta
USAID in .S, dollars by the Grantee, unless USAID otherwise agrees in writing,

Seetion E.3, Nonwaiver of Remedies. No delay in exercising any right or remedy
aceruing to a Party in connection with its financing under this Agreement will be construed as
a waiver of such right or remedy.

Section E 4. Assignment. The Grantee agrees upon request, to execute an assignment
to USAID of any cause of action which may acerue to the Grantee in connection with or
arising out of the contractual performance or breach of performance by a party to a direct U.S.
dallar contract which USAID financed in whole or in part out of funds granted by USAID
under this Agreement,

Article F: Miscellaneous

Section F. 1. Investment Promotion.
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(a) Except as specifically set forth in the A steement or otherwise authorized by
USAID in writing, no funds or other suppart provided hereunder may be used for any activity
that involves investment Promuotion in a foreign country,

(b) In the event the Grantee i requested or wishes to provide assistance in the above
area or requires clarification from USAID as to whether the activity would be consisten with
the fimitation set forth above, the Grantee must notify USAID and provide a detailed
description of the Propased activity. The Grantee must not proceed with the activity umjl
advised by USAID that it may do so.

() The Grantee must ensure that its employees and subcontractors and sub-recipients
providing invesiment promotion services hereunder are made aware of the restrictions set
forth in this clause and muyst include this clause in al] subcontracts and other sub-agreements
entered into hercunder.

Section F.2, Voluntary Family Planning. The Parties agree that all USAID funds
provided under this Agreement shall be used in accordance with applicable United States
policy and statutory requirements relating to veluntary family planning projects, and that none
of the USAID funds provided under this Agreement, or goods or services financed by such
funds, may be used for

(&) the performance of abortion as a method of fam; ly planning or to motivate ar
LOCICE any person o practice abortions:

(b) the performance of mvoluntary sterilizations a5 a method of family planning or to
coerce or provide any financial incentive loany person 1o undergo sterilizations: or

(¢) any biomedical research which relates; in whole or in part, to methods of, or the
performance of, abortions or involuntary sterilizations as-4 method family Planning.

USATD will issue implementation letters that more fully describe the requirements of this
section.

Section F.3, Prohibition en Assistance to Drug Traffickers, USAID reserves the right
to terminate this Agreement or take other appropriate measures if the Grantee or a key
ndividual of the Grantee is found to have been convicted of a narcotics offense or to have
been engaged in drugtralﬁcking as defined in 22 Code of Federal Regulations (CFR) Part
144,

Section F.4, Workers’ Rights.

(a) Except as specifically set forth in the Agreement or otherwise authorized by
USAID in writing, no funds or ather support provided hereunder may be used for any activity
that involves workers® rights in a foreign country,

(b) In the event the Grantee is requested or wishes to provide assistance in the above
4rea or requires clarification from USAID as to whether the activity would be consisten with
the limitation set forth above, the Grantee musi notify the USAID and provide a detailed
deseription of the Proposed activity. The Grantee must not proceed with the activity until
advised by USAID that it may do g0,

(c) The Grantee must efsure that all emplayees and subcontractors and sub-recipients
providing employment-related services hercunder are made aware of the réstrictions set forth
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in this clause and must include this clause in all subcontracts and other sub-agreements
entered inta hereunder.
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