THIRD-PARTY COST-SHARING AGREEMENT
BETWEEN THE NORWEGIAN MINISTRY OF FOREIGN AFFAIRS AND

THE UNITED NATIONS DEVELOPMENT PROGRAMME
REGARDING FURTHER SUPPORT TO THE NATIONAL AREA BASED DEVELOPMENT PROGRAMME PHASE II

WHEREAS THE UNITED NATIONS DEVELOPMENT PROGRAMME (UNDP) and THE NORWEGIAN MINISTRY OF FOREIGN AFFAIRS (MFA) have agreed to cooperate in the implementation of the National Area Based Development Programme (NABDP Phase II), project no. 00011020 (the Programme ) in Afghanistan.
WHEREAS UNDP and Norway concluded a Framework Agreement on 2 December 2003 (the Framework Agreement) setting out the general arrangements for receipt and use of resources from Norway, 

WHEREAS MFA supports the Programme through the Agreement on “Promoting Human Security through Comprehensive Rural Development in Faryab Province in Afghanistan”, dated 26 July 2006, and the Addendum to this Agreement dated 16 October 2006,
WHEREAS MFA hereby agrees to contribute funds to UNDP on a cost-sharing basis for the implementation of the Programme,

WHEREAS UNDP is prepared to receive and administer the contribution for the implementation of the Programme,

WHEREAS the Government of Afghanistan through the Ministry of Rural Rehabilitation and Development (MRRD) has been duly informed of the contribution of MFA to the Programme,

WHEREAS MRRD is designated as Implementing Partner responsible for the implementation of the Programme (the Implementing Partner), 
NOW THEREFORE UNDP and MFA hereby agree as follows:

Article I

Scope and Objective

1. This Agreement together with the Framework Agreement sets forth the terms and procedures for MFA’s contribution to the Programme which is summarized in Annex I to this Agreement and more fully described in the Programme Document for the National Area Based Development Programme (NABDP) dated 22 February 2006.
2. The Goal of the Programme is to contribute to the sustainable reduction of poverty and improvement of livelihoods in rural Afghanistan, based on empowerment of communities to articulate and address their needs and priorities, and the Government’s ability to support community-based rural rehabilitation and development in an integrated, people-focused, inclusive and participatory manner. It supports the Government, in particular the Ministry of Rural Rehabilitation and Development (MRRD), in working towards this goal, in line with the Afghanistan National Development Strategy, the United Nations Development Assistance Framework and the UNDP Country Programme. 
3. The Objectives of the Programme are: 
· Communities empowered to articulate and address their needs and priorities in relation to poverty reduction and livelihoods improvement through participation in comprehensive rural development planning and implementation processes and through expert inputs in regional economic regeneration strategies. 

· A well-established institutional capacity and technical capability in MRRD to fulfill its mandate of promoting rural regeneration and livelihoods and support the implementation and management of comprehensive rural development strategies/plans in a participatory, coordinated and sustainable manner.  

The objectives are to be achieved through the following interlinked programme support components:
1) Community Empowerment

2) Economic Regeneration

3) Institutional Development
4) Implementation Support

Article II.  The Contribution
1. MFA shall, subject to Parliamentary appropriation and on the terms and conditions set forth in this Agreement, and Article II, Paragraph 5 of the Framework Agreement and in accordance with the schedule of payments set out below, contribute to UNDP an amount not exceeding NOK 20 000 000 (Norwegian Kroner twenty million) to be used exclusively to finance the Programme and cover the costs referred to in Article VI, paragraph 1 covering the planned period June 2007 – December 2008. The contribution shall be deposited in DNB NOR Bank ASA, UNDP Contributions Account # 7001-02-43287, SWIFT Code: DNBANOKK, Stranden 21, Aker Brygge, 0021 Oslo, Norway, or for US$, in the UNDP Representative in Afghanistan USD Account, Bank of America, 1401 Elm St., Dallas TX  75202, Account No. 3751555584, Wire Routing Number: 026009593, SWIFT Address:  BOFAUS3N.

Schedule of payments



Amount
            July 2007                                                            NOK 10 000 000 
            2008                                                                    NOK 10 000 000
       The first disbursement of  NOK 10 000 000 will be executed after signing of the 
       Agreement and receipt of a written request from UNDP. Subsequent disbursements   

will be released semi-annually upon written requests from UNDP based on the financial needs of the Programme. 
UNDP shall promptly upon identification in writing acknowledge receipt of the funds. 
The value of the payment, if made in a currency other than United States dollars, shall be determined by applying the United Nations operational rate of exchange in effect on the date of payment.  Should there be a change in the United Nations operational rate of exchange prior to the full utilization by the UNDP of the payment, the value of the balance of funds still held at that time will be adjusted accordingly.  If, in such a case, a loss in the value of the balance of funds is recorded, UNDP shall inform MFA with a view to determining whether any further financing could be provided by MFA.  Should such further financing not be available, the assistance to be provided to the Programme may be reduced, suspended or terminated by UNDP.
2.
After consultation with UNDP, MFA may withhold disbursements in case of:

(a) substantial deviations from agreed plans and budgets;

(b) failure of UNDP to provide the reports in Article IV as agreed;

(c) evidence of financial mismanagement of the Programme.

MFA may claim repayment in full or in part of funds from the contribution to the extent UNDP has been able to obtain repayment from the negligent party if the funds are found to be misused or not satisfactorily accounted for. Such repayment shall be in accordance with the Financial Regulations and Rules of the UNDP. Before withholding disbursement or reclaiming payment UNDP and MFA shall consult with a view to resolving promptly the matter. UNDP reserves the right to reduce, suspend or terminate the activities, in its sole discretion.
Article III.  Utilization of the Contribution

1. The implementation of the responsibilities of UNDP pursuant to this Agreement and the Programme Document shall be dependent on receipt by UNDP of the contribution in accordance with the schedule of payment as set out in Article II, Paragraph 1.

2. If unforeseen increases in expenditures or commitments are expected or realized (whether owing to inflationary factors, fluctuation in exchange rates or unforeseen contingencies), UNDP shall submit to MFA on a timely basis a supplementary estimate showing the further financing that will be necessary. 

3. If the payments referred to in Article II, Paragraph 1 are not received in accordance with the payment schedule, or if the additional financing required in accordance with Paragraph 2 above is not forthcoming from MFA or other sources, the assistance to be provided to the Programme under this Agreement may be reduced, suspended or terminated by UNDP.

Article IV.  Administration and reporting

1. For the implementation of this Agreement MFA shall be represented by the Royal Norwegian Embassy in Kabul and UNDP by the Afghanistan Country Office.  All communication concerning the Programme shall be between the abovementioned representatives.

2.  The first Steering Committee meeting for the Programme every calendar year shall serve as the Annual Meeting between representatives of MFA and UNDP, in accordance with the Framework Agreement Article VIII, in order to:

a. review the progress of the Programme
b. discuss possible revisions of plans and budgets

c. discuss issues of special concern for the implementation of the Programme.

3. The documents specified in the Framework Agreement Articles V and VI shall form the basis for the annual consultations.

4. UNDP shall provide reporting to MFA as outlined in the Framework Agreement, prepared in accordance with UNDP accounting and reporting procedures.


5. Programme management and expenditures shall be governed by the Financial Regulations and Rules of UNDP. If matters arise during the execution of the Programme, which are considered by UNDP of substantive character, UNDP shall inform and consult with MFA. UNDP shall ensure that the contribution is recorded in the accounts of UNDP and reported together with all other non-core (Other resources) contributions to UNDP from Norway.

6. UNDP headquarters and country office shall provide reporting to MFA as outlined in the Framework Agreement prepared in accordance with UNDP accounting and reporting procedures.
7. If special circumstances so warrant, UNDP may provide more frequent reporting at the expense of MFA. The specific nature and frequency of this reporting shall be specified in an annex of the Agreement. 

Article V.  Equipment
Ownership of equipment, supplies and other properties financed from the contribution shall vest in UNDP.  Matters relating to the transfer of ownership by UNDP shall be determined in accordance with the relevant policies and procedures of UNDP.

Article VI.  Management and Support Services
1. In accordance with the decisions and directives of UNDP's Executive Board, the contribution shall be charged:


a) 7% in indirect costs incurred for the provision of general management support (GMS) by UNDP headquarters and country offices 

       b)
direct cost for implementation support services (ISS)  provided by UNDP or the 

              Implementing Partner
2. The total cost incurred for the Programme, including the direct costs of support services and the indirect cost of general management support, shall not exceed the total resources available to the Programme under this Agreement.
Article VII.  Audit

     Arrangements for audit of Programme activities are as set forth in the Framework Agreement.
Article VIII.  Completion, termination and amendments

1.    UNDP shall notify MFA when all activities relating to the Programme have been completed.

2.   After consultations have taken place between MFA, UNDP and the Government of Afghanistan, and provided that the payments already received are, together with other funds available to the Programme, sufficient to meet all commitments and liabilities incurred in the implementation of the Programme, this Agreement may be terminated by UNDP or by MFA. The Agreement shall cease to be in force 30 (thirty) days after either of the Parties have given notice in writing to the other Party of its decision to terminate the Agreement.

3.  Notwithstanding termination of this Agreement, UNDP shall continue to hold unutilized payments and liabilities incurred in implementation of the Programme up to the date of termination have been satisfied and the Programme activities brought to an orderly conclusion.

4.   Any payments that remain unexpended after such commitments and liabilities have been satisfied may be utilized for the benefit of other activities within the Programme upon agreement between the Parties.
5.   The Agreement may be amended through an exchange of letters between MFA and UNDP. The letters exchanged to this effect shall become an integral part of the Agreement.

Article IX.  Entry into Force

1.
This Agreement shall enter into force upon its signature by both Parties and shall remain in force until all obligations arising form it have been fulfilled and all commitments and liabilities incurred in the implementation of the Programme have been satisfied. Whether these obligations shall be regarded as fulfilled shall be determined in consultations between the Parties.

IN WITNESS WHEREOF, the undersigned, acting on behalf of their respective institution, have signed the present Agreement in the English language in two copies.

For the Norwegian Ministry of Foreign 

For the United Nations Development

Affairs:





Programme:
Name: Jan Erik Leikvang




Name:  Anita Nirody
Title: Ambassador





Title: Country Director
Date: 






Date:
 

ANNEX I

 



AGREED PROGRAMME SUMMARY

Programme Title: National Area-Based Development Programme (NABDP) Phase II)



Duration: February 2006 – December 2008

Budget (tot): USD 186,389 million

Contact person: Lionel Laurens, Programme Manager, NABDP
Description: 

The National Area-Based Development Programme (NABDP) is a United Nations Development Programme (UNDP) executed by the Ministry of Rehabilitation and Rural Development (MRRD) and is one of the seven closely interlinked National Priority Programmes and Programmes of the MRRD. Phase II of NABDP (February 2006-December 2008) is designed to build on the lessons learnt during Phase I and the greater level of capacity, knowledge and confidence that now exists both within NABDP and MRRD. NABDP II places a stronger focus and more cohesive strategies to consolidate MRRD’s institutional capacity and technical capabilities with more strategic visions, collaborative approaches and effective functions to deliver public services. 

NABDP II is implemented through four closely interlinked components, with gender as a cross-cutting issue: 

1. Community Empowerment: Support for the creation of District Development Assemblies (DDAs), District Development Plans (DDPs), and Provincial Development Plans (PDPs), as well coordinating and facilitating the provincial consultations process leading to the full Afghanistan National Development Strategy (ANDS). 

2. Economic Regeneration: Build the capacity of MRRD to formulate and regularly update regional economic regeneration policies and strategies, identify viable interventions for economic investment, poverty reduction and livelihoods. This component also provides frameworks for comprehensive rural development planning at regional, provincial and district levels.

3. Institutional Development: Strengthen MRRD’s institutional capacity and technical capabilities to enable it to effectively fulfill its mandate of promoting rural regeneration and livelihoods at all levels.

4. Implementation Support: Strengthen MRRD’s implementation capacity to mobilize its own resources, as well as public and private resources, to effectively coordinate and implement economic regeneration and rural development Projects.

In addition, NABDP is supporting the implementation of the Disbandment of Illegal Armed Groups (DIAG) initiative, which aims to establish a secure environment by disbanding illegally armed groups on the basis of voluntary compliance through community development incentives. NABDP, which is executed by MRRD and supported by UNDP, was selected as one of the partner programmes to support implementation of the DIAG initiative.  The Programme includes Water Sanitation support which is executed by the relevant department of MRRD and the quick impact Projects (for community infrastructure) executed by UNOPS.
Programme Goal:
The Goal of the Programme is to contribute to the sustainable reduction of poverty and improvement of livelihoods in rural Afghanistan, based on empowerment of communities to articulate and adddess their need and priorities, and the Government’s ability to suppoprt community-based rural rehabilitation and development in an integrated, people-focused, inclusive and participatory manner. 

Objectives:

The Objectives of the Programme are:

· Communities empowered to articulate and address their needs and priorities in relation to poverty reduction and livelihoods improvement through participation in comprehensive rural development planning and implementation processes and through expert inputs in regional economic regeneration strategies.

· A well-established institutional capacity and technical capability in MRRD to fulfill its mandate of promoting rural regeneration and livelihoods and support the implementation and management of vcomprehensive rural development strategies/plans in a participatory, coordinated and sustainable manner.

NABDP aims to contribute to poverty eradication and improvement of livelihoods in rural Afghanistan, by empowering communities to give voice to their needs and priorities, and by enabling the government to support rural rehabilitation and development in an integrated, people-focused and participatory manner. NABDP supports the government, in particular MRRD, in working towards this goal, in line with the national priorities spelled out in the five-year I-ANDS, the United Nations Development Assistance Framework (UNDAF) 2006-2008 and the UNDP Country Programme Action Plan (CPAP) 2006-2008. The overall strategy is to support the establishment of an integrated planning and implementation framework for a comprehensive (multi-sector, multi-level and multi-agency), coordinated, pro-poor and pro-growth approach to rural development. The expected outcomes of this work include:

1) 
Community institutions empowered to articulate and address their needs and priorities in relation to poverty reduction and livelihoods improvement through both participation in rural development planning and implementation processes and knowledge transfer in regional economic regeneration strategies. 

2)
A well-established institutional capacity and technical capability in MRRD to fulfill its mandate of promoting community-based rural regeneration and livelihoods and support the implementation and management of integrated rural development strategies/plans in a participatory, coordinated and sustainable manner. 

NABDP cuts across all the areas of: security; governance, rule of law and human rights; and economic and social development. The goals for economic and social development are described as follows in the Afghanistan Compact: the pursuit of ‘high rates of sustainable economic growth with the aim of reducing hunger, poverty and unemployment’; the promotion of the private sector; the promotion and ‘development of the country’s human, social and physical capital; strengthening civil society; and complete the reintegration of returnees, internally displaced persons (IDPs) and ex-combatants’. These goals and target groups are shared by NABDP. The objective to achieve ‘equitable economic growth that reduces poverty and improves the well-being of all Afghans’ is reflected in the overall goal of the NABDP.

NABDP will contribute to the delivery of I-ANDS benchmarks such as Comprehensive Rural Development, Counter Narcotics, Poverty Reduction, Refugees and IDPs, Vulnerable Women, and Humanitarian and Disaster Response.

Programme Indicators:

Ultimately, NABDP’s success will be measured against the degree in which it has been able to develop the capacity of MRRD and other partners in such a way that long-term international technical assistance is no longer required and that the number of international short-term consultancies can be minimised.
Target Groups:
The primary target group of NABDP is MRRD which in turn should serve the rural poor and address the special needs of farmers dependent on poppy cultivation, disarmed militias, returning refugees and IDPs, women and minority populations such as the Kuchi.
Risk Factors:
Institutional capacity – As the programme’s sustainability and exit strategy, UNDP’s support to NABDP should decrease over time, as ministry capacities are built. For NABDP to succeed in achieving its intended aim, it is critical that there are dedicated and skilled experts within MRRD who are recruited in a timely manner, able to work effectively as a team, and supported by management, with succinct monitoring and evaluation arrangements and processes. Premature withdrawal of UNDP support could leave MRRD unprepared for the daunting tasks ahead, which in turn could affect the public faith in the Ministry and its work.

MRRD leadership's commitment – A change in MRRD leadership could affect MRRD priorities and support for NABDP.

Priority Reform and Restructuring (PRR) – The effective implementation of PRR and civil service reform, resulting in the appointment of committed, skilled and capable to certain government key positions will be an important factor for improving the government’s institutional capacity. It is expected that this would contribute significantly to the sustainability of the programme results and objectives.  

Ownership – Success in MRRD efforts in rural Afghanistan primarily depends on the stakeholders’ participation and ownership of the process and outcome, and their continued motivation to engage.

Collaboration – The willingness of other ministries to collaborate with MRRD in a range of activities critical to the success of the Programme cannot be assumed. 

Security and political stability – A negative change in this situation could derail much of NABDP's efforts.

Since the achievement of NABDP objectives depend access to appropriate financing, a key success factor for the Programme will be the ability of both the UNDP and MRRD to attract and secure sufficient level of funding through the sustained interest of the donor community. 
Budget:


[image: image1.emf]Budget 2006-08 (by Activity) (as in the Project Document)

Activity Title 2006 2007 2008 Total  %

Community Empowerment 4,129,598                 5,408,000            5,027,156                         14,564,754               7.8%

Economic Re-Generation 2,428,000                 2,944,700            3,846,400                         9,219,100                  4.9%

Institutional Development 8,048,166                 6,667,800            7,767,911                         22,483,877               12.1%

Implementation Support 36,552,864              44,584,424          36,697,600                      117,834,888            63.2%

Programme Management NEX 1,381,922                 2,170,000            856,000                            4,407,922                  2.4%

Programme Management DEX 2,253,400                 1,139,200            2,591,783                         5,984,383                  3.2%

Subtotal 54,793,950             62,914,124        56,786,850                     174,494,924           94%

GMS 7%: (GMS 2006 is 5% ) 2,883,892                 4,735,472            4,274,279                         11,893,643               7% (5% in 2006)

TOTAL 57,677,842             67,649,596        61,061,129                     186,388,567           100%
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		UNDP - National Area-Based Development Programme (NABDP)

		NABDP Phase II - Summary Budget 2007

		NABDP Overall Funding Status since 2002 until 2007								Amount in USD

		Donor		Contributions				Contribution Balance		Remarks

				Committed		Received

		Belgium		17,904,509		11,285,220		6,619,289		Earmarked

		CIDA		25,160,816		25,160,816		- 0		10m earmarked,rest unearmarked

		Italy		5,767,087		5,767,087		- 0		completed-unearmarked

		Japan		42,284,864		42,284,864		- 0		Earmarked

		Norway		2,880,099		1,880,099		1,000,000		Earmarked

		UK		1,562,500		1,562,500		- 0		completed-unearmarked

		UNHCR		4,574,496		4,574,496		- 0		unearmarked

		USA		18,165,309		18,165,309		- 0		Earmarked

		UNDP		3,189,381		3,189,381		- 0		unearmarked

		Netherlands		2,100,000		1,470,000		630,000		Earmarked

		Total		123,589,061		115,339,772		8,249,289

		NABDP Pledges				Amount in USD

		Donor		Amount Pledged		Remarks

		Norway		3,300,000

		Netherlands		5,000,000

		CNTF		845,000		Estimated

		CIDA		5,500,000		Estimated

		PAG		537,736

		Total		15,182,736

		Budget 2006-08 (by Activity) (as in the Project Document)

		Activity Title		2006		2007		2008		Total		%

		Community Empowerment		4,129,598		5,408,000		5,027,156		14,564,754		7.8%

		Economic Re-Generation		2,428,000		2,944,700		3,846,400		9,219,100		4.9%

		Institutional Development		8,048,166		6,667,800		7,767,911		22,483,877		12.1%

		Implementation Support		36,552,864		44,584,424		36,697,600		117,834,888		63.2%

		Programme Management NEX		1,381,922		2,170,000		856,000		4,407,922		2.4%

		Programme Management DEX		2,253,400		1,139,200		2,591,783		5,984,383		3.2%

		Subtotal		54,793,950		62,914,124		56,786,850		174,494,924		94%

		GMS 7%: (GMS 2006 is 5% )		2,883,892		4,735,472		4,274,279		11,893,643		7% (5% in 2006)

		TOTAL		57,677,842		67,649,596		61,061,129		186,388,567		100%






