


4. Completion Date: It is anticipated that the Activities will be completed within the following
timeframes: for road and electricity sector projects, within 12 months of the execution of fixed amount
reimbursement agreements covering the projects; and for Activities consisting of water sector projects,
within 15 months of the execution of fixed amount reimbursement agreements covering the projects.

5. Representatives: For the purposes relevant to the implementation of the Activities, and pursuant to
Section 7.2 and Annex 1, Section V.A of the Assistance Agreement, the Government of Pakistan will be
represented by the person holding the office of the Additional Chief Secretary of the FATA Secretariat
and USAID shall be the represented by the individual holding or acting in the office of Director of the
USAID Mission to Pakistan.

6. Oversight: The importance of coordinating assistance in conflict-affected arcas of the Federally
Administered Tribal Areas (“FATA”) requires constant and effective coordination with Pakistan civilian
and military agencies. Public and or political representation from the tribes, maliks, and elders of the
South Waziristan Agency Council, among others, should be consulted in identifying Activities. Issues
relating to policy matters and security will be addressed in a Committee composed of representatives
from USAID, the FATA Secretariat, Pakistan’s Headquarters 11 Corps, and other parties as required.

The Committee will meet as frequently as necessary to address the overall policy matters concerning the
Activities. Any concerns regarding the Activities can be included in the agenda of meeting as and when
required. However, the primary focus will be to: assure that adequate measures are in place to allow
implementation and financing; identify FATA Secretariat entities that will be responsible for operating
and maintaining the infrastructure constructed; and monitor progress in completing Activities in
accordance with the ILs covering the specific Activity.

Due diligence reviews of Activities through program monitoring and evaluation is fundamental to
reporting on progress and the quality of the work performed. USAID through its staff or implementing
partners will provide monitoring and evaluation support services to all Activities. In addition, the FATA
Secretariat will develop its own monitoring, evaluation, and reporting plan for the Activities. Pursuant
to Section 6.1 of the Assistance Agreement and Section B.5(b)(i) of Annex 2 to the Assistance
Agreement, appropriate Government of Pakistan authorities will ensure that necessary access and
security is provided to perform these functions.

7. Method of Payment:

The FAR method (described below) will be the primary funding vehicle for the Activities. If needed to
permit work to begin, up to $8,250,000 may be advanced under the FAR agreement(s); provided
however, that the amount of any advance may not exceed 15% of the amount covered by the FAR
agreement under which the advance is made. When reimbursement is made for a completed project or
component identified in the FAR agreement, USAID will deduct a pro rata amount from cach payment
until the advance is completely worked off with final reimbursement.

A. Fixed Amount Reimbursement

Payment for the Activities will be made by the Fixed Amount Reimbursement (“FAR”) method. FAR is
a U.S. Government assistance mechanism whereby the host government implementing agency is
reimbursed a fixed amount by USAID for the successful completion of specified activities in accordance
with previously agreed upon specifications or standards. The amount of reimbursement is fixed in
advance based upon reasonable cost estimates reviewed and approved by USAID and therefore may



exceed or fall short of actual cost incurred to complete an Activity. The amount of USAID’s
contribution to the total project will be controlling. If unforeseen cost increases are encountered, these
will be borne by the FATA Secretariat. If costs are less than those estimated, USAID’s contribution will
not be reduced. Information about the use and requirements of a FAR arrangement is set forth in
Attachment 2 to this IL.

B. Reimbursement for Expenditures under this IL.

USAID may provide funding to the FATA Secretariat to cover certain of its costs (as agreed between the
parties) in connection with its implementation of the Activities, such as for project design support. Such
costs may include procurements for goods and services of less than $100,000 in value, but will not
include the payment of salary supplements for GOP employees. As needed, separate [Ls under this 1L
will be used to provide additional detail regarding the implementation of the Activities (including the
payment of eligible costs). When requesting reimbursement, the FATA Secretariat, acting through its
duly authorized representative, will submit to USAID a monthly voucher detailing and documenting
expenses.

8. Pre-Award Assessments: Prior to the commitment of funding for implementation of the Activities,
USAID will conduct an assessment of the administrative and financial management systems of the
FATA Secretariat. To enhance the FATA Secretariat’s financial management capacity, USAID is
prepared to fund the services of a local Certified Public Accounting firm to help the FATA Secretariat
meet its internal management and accounting requirements in managing USAID financial resources.

9. Restriction on Use of Funding: None of the funding covered by this IL may be provided to any
official of the Government of Pakistan, including the FATA Secretariat or other level of government, in
connection with the procurement of goods or services relating to the Activities, nor will any Government
of Pakistan employee or agent solicit or accept gratuities, favors or anything of monetary value from
contractors or parties to sub-agreements, except service fees or similar payments legally established in
Pakistan. The FATA Sccretariat shall provide written notice to each governmental entity, recipicent
community and contractor/grantee involved in the use of USAID funds of these restrictions and
prohibitions. In addition, no funds under this IL will be used for the payment of salary supplements for
Government of Pakistan employees.

10. Establishment of Separate Assignment Accounts: In connection with the implementation of
these Activities, USAID intends to provide any advances contemplated under FAR agreements to the
FATA Secretariat, and to reimburse the FATA Secretariat the agreed upon amount of the USAID
contribution for each Activity that is satisfactorily completed. The FATA Secretariat shall establish a
separate assignment account(s) for deposit of the funding provided by USAID for the Activities under a
FAR agreement(s), and shall not commingle this funding with funds from any other source. The funds
in the separate account(s) shall be used exclusively for the Activities as agreed upon by USAID and the
FATA Secretariat. USAID reserves the right to audit the designated account(s).



11. Standard Provisions:

Taxation. In accordance with Section B.4 (Taxation) of Annex 2 of the Assistance Agreement, this
grant and purchases financed with grant funds shall be free from any taxation or fees, including value
added taxes (such as sales tax, excise duties and custom duties) imposed under laws in effect in
Pakistan.

Reports, Information and Audits. In accordance with Section B.5 (Reports and Information, Agreement
Books and Records, Audits, and Inspections) of Annex 2 of the Assistance Agreement, the FATA
Secretariat shall furnish USAID accounting records and any such other information and reports relating
to this IL as USAID may reasonably request.

USAID retains the right to perform the audits required under this IL. on behalf of GOP by utilizing funds
under this IL or other resources available to USAID for this purpose, conduct a financial review, or
otherwise ensure accountability of organizations expending USAID funds regardless of the audit
requirement.

Refunds. In accordance with Section F.2 (Refunds) of Annex 2 of the Assistance Agreement, USAID
will require the FATA Secretariat to refund the amount of a disbursement in U.S. dollars to USAID for
cvents of non-compliance, such as in the case of any utilization of grant proceeds for Activities which
are not supported by valid documentation, or which are not used in accordance with the Assistance
Agreement or this I..

Other Standard Provisions. All of the other Standard Provisions of Annex 2 of the Assistance
Agreement are also applicable to the Activities except as follows:

With respect to any Activity to be financed through the FAR method, Section C.3 of Annex 2 (Plans,
Specifications and Contracts) is replaced in its entirety with the following:

“Prior to the issuance of an Implementation Letter committing funds for a specific Activity or Activities,
the Grantee will furnish to USAID such plans, specifications and cost documents as USAID deems
necessary to establish the reimbursement cost and reimbursement requirements for such Activity or
Activities. Such documentation may be incorporated into the Implementation Letters committing funds
for a specific Activity or Activities as appropriate.”

12. Public Recognition: The FATA Secretariat shall ensure broad public awareness of the programs
and activities funded under this IL including their specifications and cost. The FATA Secretariat will
use all print and electronic media to publicize the programs and activities, and organize appropriate
public ceremonies and events to highlight major milestones and accomplishments. Additional details
concerning publicizing and marking the USAID contribution to the Activities will be set forth in the ILs
financing specific Activities.

13. Communications: Any notice, request, document or other communication submitted by either
Party under this IL will be in writing sent by letter, telefax or electronic mail (“e-mail™), and will be
deemed duly given or sent when delivered to such party at the following address:



To FATA Secretariat;

To USAID:

Additional Chief Secretary
FATA Secretariat

Warsak Road

Peshawar, NWFP, Pakistan
Telefax: 091-921-2144
Email: hk654@yahoo.com

Director

USAID Mission to Pakistan
American Embassy

Diplomatic Enclave

Ramna 5, Islamabad, Pakistan
Telefax: 051-287-0310

Email: infopakistan@usaid.gov

[Signature Page Follows]



We respectfully request your signature below. In doing so, this will constitute the concurrence of the
Government of Pakistan with the above procedures.

Concurrence:

Wh Khan
dditional Chief Secretary

FATA Secretariat

Honorary Witnesses:

ch,k (. ?LﬁULUL

Anne W. Patterson
U.S. Ambassador, Pakistan

Sincerely,

Robert J. Wilson
Director
USAID Mission to Pakistan

Secretary
Economic Aff#rs Division
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Table 1
Financial Plan

S.No. Sectors Amount
(in U.S. Dollars)
1 Road rehabilitation and reconstruction 25,000,000
2 Water supply for human consumption and 18,000,000
agricultural irrigation
3 Restoration of damaged electricity 12,000,000

infrastructure, provision of standby capacity and
upgrading of the Wana Grid Station from an
existing capacity of 66 kva to 132 kva

TOTAL

55,000,000




ATTACHMENT 1
PROGRAM DESCRIPTION

POST-CONFLICT RECONSTRUCTION AND RECOVERY IN THE SOUTH WAZIRISTAN AGENCY

DESCRIPTION OF ACTIVITIES

Rehabilitation/Reconstruction of Roads: The FATA Secretariat and USAID will jointly
determine which roads will be reconstructed or rehabilitated. The construction specifications
and standards to be followed will be documented through [Ls between the FATA Sccretariat and
USAID.

Restoration of damaged electricity infrastructure, provision of standby capacity and
upgrading of the Wana Grid Station from an existing capacity of 66 kva (kilovolt-amperes)
to 132 kva: The FATA Secretariat and USAID will jointly determine what electricity
infrastructure will be restored and where generators that can produce standby electric capacity
will be located. The agreed upon construction specifications and standards will be documented
through ILs between the FATA Seccretariat and USAID.

Water supply for human consumption and agricultural irrigation: The FATA Secretariat
and USAID will jointly determine what drinking water and agricultural irrigation infrastructure
will be built or rehabilitated. The agreed upon construction specifications and standards will be
documented through ILs between the FATA Secretariat and USAID.

MONITORING AND EVALUATION

USAID, through its staff or implementing partners, will monitor and verify all Activities. In
carrying out these duties USAID, or its representatives, will visit sites, take pictures, interview
community members, and compare reports to the on-the-ground realities for a given Activity.
All reimbursements by USAID to the FATA Secretariat will be based solely upon the
determination by USAID that an Activity has been completed successfully according to the
requirements specified in the relevant IL and Fixed Amount Reimbursement Agreement.

To enhance the FATA Secretariat’s monitoring and evaluation capacity, USAID is prepared to
fund a Pakistani engineering firm to help the FATA Secretariat monitor and verify that
construction activities meet prescribed specifications and standards.

ENVIRONMENTAL COMPLIANCE

All Activities shall comply with applicable U.S. Federal [.aw mandates for an Initial
Environmental Examination, Request for Categorical Exclusion, Environmental Assessment (if
needed), or other appropriate action under the USAID Environmental Procedures promulgated in
22 CFR 216 before the obligation of funds, and documentation shall incorporate appropriate
mandatory conditions for disbursement as stipulated in 22 CFR 216 and Automated Directives
Systems 204. As needed, USAID will provide training to the implementing agency on these
regulations and procedures.



SOURCE, ORIGIN AND NATIONALITY OF GOODS AND SERVICES

Funds covered by this IL. may be used to finance the procurement of goods and services of
“special free world” (Geographic Code 935) source and origin, which includes Pakistan and any
other area or country (other than foreign policy restricted countries). Procurement of Pakistani
goods and services should be undertaken to the extent practicable to help support and build the
capacity of local businesses and organizations.



ATTACHMENT 2
FIXED AMOUNT REIMBURSEMENT

A Fixed Amount Reimbursement Agreement (FARA) is a USAID assistance mechanism
whereby a host government is reimbursed by USAID for the successful completion of specified
activities in accordance with previously agreed upon specifications or standards. The amount of
reimbursement is fixed in advance based upon reasonable cost estimates reviewed and approved
by USAID.

USAID has successfully employed the FARA mechanism in an array of projects worldwide.
They are most appropriate for low cost, short-term projects (generally two years or less), or
projects which can be made divisible into segments small enough to enable the completion of
subprojects or quantified clements of work within the project.

Set forth below are the USAID requirements for FARAs.
A. General:

FARA financing is a form of project assistance under which the amount of reimbursement is set
in advance, based upon cost estimates approved by USAID. As a prerequisite for utilization of
the FARA mechanism, USAID is required to ensure that the recipient organization has:

1) sufficient qualified staff and experience to effectively implement projects that employ the
FARA mechanism;

2) sufficient financial resources to finance all projects which are the subject of a FARA; and,

3) a procurement system in place that can effectively exccute procurements for the required
services, including construction services, as more fully described in subparagraph C., below.

Each project to be financed under a FARA under this Implementation Letter will be the subject
of a written FARA agreement under which USAID project funds will be used to reimburse the
GOP, FATA Secretariat, or other implementing organization for satisfactorily completed
elements of work. Subprojects or quantified elements of work should be self-sustaining units
(i.e., have independent, stand-alone value) that will be useful and desirable in their own right,
regardless of whether other subprojects or elements of work are completed.

The total amount of the USAID reimbursement under a FARA agreement shall be fixed in
advance based upon reasonable cost estimates reviewed and approved by USAID and upon the
satisfactory, physical completion of an agreed upon project or subproject or a quantifiable
element of work within the project. This means that USAID reimbursement under a FARA shall
not be based on actual costs incurred by the implementing organization. As USAID
reimbursement is based upon satisfactorily completed projects, subprojects, or quantifiable
element of work within the project rather than actual costs, saving from the estimated costs
amount set forth in the FARA will accrue to the implementing organization.



Correspondingly, if unforeseen cost increases are encountered by the implementing organization
under a project, subproject or a quantifiable element of work within the project, these costs will
be borne solely by the implementing organization.

B. Design and Engineering Supervision:

An independent engineer or engineering firm will be used to, among other things, monitor
construction projects to ensure that the work meets the required technical specifications, assist
the implementing organization with project design and development of technical specifications,
if needed, and provide certifications of completion for FARA projects, subprojects or quantified
elements of work.

The implementing organization shall notify USAID and the engineer of the completion of each
project, subproject, or quantified element of work. As noted above, the engineer will inspect and
provide the implementing organization a certification of completion for satisfactorily completed
projects, subprojects, or quantified elements of work, as a condition precedent to reimbursement.
The engincer will provide USAID with a copy of all certifications. If work is not completed
satisfactorily, the engineer will immediately notify the implementing organization of the basis of
the decision, with a copy to USAID.

C. Reimbursement Method:

The implementing organization will use its own funds to implement all projects under the
program. USAID reimbursement shall be based solely upon the satisfactory, physical
completion of a project or subproject or a quantifiable element of work within a project as stated
in the FARA. It is therefore particularly important that the implementing organization guarantee
that the projects are implemented in accordance with agreed project design and technical
specifications set forth in a FARA agreement. This will not only help to avoid conflicts between
USAID and/or the engineer and the implementing organization, but may also serve to avoid
conflicts between the implementing organization and its project implementation contractors.

Accordingly, USAID and/or the engineer, a USAID construction management services
contractor, will monitor project construction and conduct periodic inspections of the project to
ensure that a project is being implemented in accordance with the agreed terms and technical
specifications set forth in the FARA, and to facilitate final inspection and certification of
satisfactorily completed work by the engineer.

USAID reimbursement shall only be made following the engineer’s issuance of a certification to
the implementing organization, with a copy to USAID, stating that the work was satisfactorily
completed. Thereafter, USAID will reimburse the implementing organization in the amount set
forth in the FARA for the completed agreed upon project, subproject or quantified element of
work satisfactorily completed.



D. Alternative Procedure — Advance of Funds:

From time to time there will be situations when the host country does not have the budget to
provide working capital on a current basis so as to permit projects/subprojects to get underway
expeditiously. Under these circumstances, and following a thorough review of the host
country’s/recipient’s financial position and budgetary procedures, USAID can consider
advancing funds to permit work to begin. When reimbursement is made for completed
subprojects, USAID will deduct a pro rata amount from each payment until the advance is
completely worked off with final reimbursement. All other criteria and procedures set forth for
fixed amount reimbursement will apply.

E. FARA Construction Services Procurement Requirements:

USAID is required to determine that the implementing organization has sound procurement
procedures and systems in place capable of managing required procurements, and that free and
open competition procedures are in place and followed in accordance with established policy.

E Additional FARA Criteria:

1. The completion date of a project shall be specified in the FARA and shall not extend beyond
the date specified in the Implementation Letter. Subprojects or quantified elements of work shall
be self-sustaining units, as outlined in Subparagraph A, above.

2. Linkage to the Quick Impact Projects in the South Waziristan Agency (the “Activities”) as
described for the Activities in Attachment 1, “Program Description.”

3. The implementing organization shall afford authorized representatives of USAID (and its
designees) the opportunity at all reasonable times to audit or inspect activities financed under the
FARA agreement, the utilization of goods and services financed by USAID, and the books,
records and other documents relating to the FARA agreement.



