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Contract between the Norwegian Ministry of Foreign Affairs (MFA) and Aga Khan Foundation regarding Advancement of Licit Rural Livelihoods in Afghanistan
Aga Khan Foundation has in letter dated 27.02.07 and a final revised program 15.03.07 requested MFA for financial support to Advancement of Licit Rural Livelihoods. MFA has decided to comply with the request, and the two parties agree as follows:

1. Scope and objectives
1.1 This Contract is a three year program contract which sets forth the terms and procedures for MFA’s assistance to the program as outlined in the Agreed Program Summary in Annex I (the Program) and further described in the Program Document ”Advancement of Licit Rural Livelihoods” dated 27.02.07 and a final revision of 15.03.07. 

1.2 The Norwegian Embassy in Kabul (the Embassy) is, as a part of MFA, competent to act on behalf of MFA. All communication to MFA in regard to the Agreement shall be directed to the Embassy.
1.3 The Goals of the Program are;
· To build CDC capacities and to enable them to play both a development and governance role at the village level, thereby strengthening local self-governance and deepening democratic processes in Baghlan province, Afghanistan

· To enhance alternative livelihood options for rural communities in Baghlan and Bamyan

· Contribute to enhanced livelihoods for the Wakhi and Pamiri populations through conservation and sustainable management of the rich natural resources of the Wakhan Pamir. The main objective of the proposed activities for 2007 is to consolidate tourism services and support infrastructure so that tourism promotion can be sustainable handed over to trained local actors at the end of the project period 
· To establish an in-service development unit at Sheghnan Teacher Training College in order to promote ‘whole school development’ in Badakhshan, Bamyan and Baghlan. 
· The overall goal of the MHP Development project is to enable the rapid completion of MHP projects for the improvement of the lives of thousands of Afghan families through the provision of electricity.
The objectives and indicators are outlined in annex 2 for each of the five projects.
2. Contributions of MFA
2.1 MFA shall, subject to Parliamentary appropriations, make available a financial grant not exceeding NOK  8 000 000 (Norwegian Kroner eight millions) (the Grant) to be used exclusively to finance the Program during the planned period 1. March 2007 – 1 March 2008. As for the coming year of 2008 and 2009 the contribution of MFA will be set out by separate addendums in connection with annual meetings, by provisions made in this contract.
2.2 Upon completion of the Program, any unutilised funds, including accrued interests, shall be returned to MFA, unless the Parties have agreed in writing upon the utilisation of such funds.
3. Obligations of Aga Khan Foundation
Aga Khan Foundation shall:
3.1 Implement the Program on the basis of this Contract, approved budgets and work plans as well as the Program Document. Any revisions have to be agreed upon in advance in writing,
3.2 effect purchases for the Program in such a manner as to obtain the most favourable terms with regard to price, quality, delivery date and maintenance facilities, and to keep the same insured,: and be responsible for entering into sub-contracts with partner organisations for the successful implementation of the Program,
3.3 meet all additional expenses that may be necessary for the completion of the Program: including provide counter part and other funding according to the budget,
3.4 ensure that Program funds, which shall include any accrued interests, are properly accounted for,

3.5 keep MFA informed about plans for major organisational changes as well as keep MFA informed as to the name of the auditor of the Program, 

3.6 provide copies to MFA of reports submitted to authorities relevant pertaining to the Program,

3.7 promptly inform MFA in writing of any condition which interferes or threatens to interfere with the successful implementation of the Program, 

3.8 guarantee that funds made available in accordance with this Contract are not used in violation of relevant UN conventions and resolutions of the UN Security Council,

3.9 ensure that representatives of Norway are permitted to visit any part of the Program for purposes related to the Contract and examine any relevant records, goods and documents.
4. Disbursements
4.1 Disbursements from the Grant shall take place upon written requests from Aga Khan Foundation based on the financial needs of the Program and, with exception of the first request, on approved work plans and budgets. The first disbursement, amounting to NOK 4 000 000, will be made upon signing of this Contract. 

Account holder: 
Aga Khan Foundation (NCA)

Bank:

The First MicroFinance Bank Ltd 

Account number:
Shar-e-Naw, Charahi Ansari (St.West of Park)



Kabul, Afghanistan
Swift/Bic code:
FMFBAKFA

Customer no:
01022


4.2 The maximum overhead cost is 5%. 
4.3 Aga Khan Foundation shall as a rule submit semi-annual requests for reimbursement. 
Along with the requests, Aga Khan Foundation shall submit statements of cash and bank balances from the Project’s accounting records. 
4.4 When determining the amount to request, Aga Khan Foundation shall take into account unspent disbursed amounts and income from all sources as well as any accrued interests.

4.5 Funds will be transferred upon MFA’s approval of the request to a separate bank account, and will be available for the Program immediately. Aga Khan Foundation shall immediately, in writing, acknowledge receipt of the funds. The date of receipt shall be stated as well as the exchange rate applied.

5. Reporting
5.1 Aga Khan Foundation shall submit the following reports/documentation to MFA:
· An annual progress report for the previous year within 15 February each year,

· financial statements for the Program showing receipts/income and expenditures the previous year as well as the cash/bank/financial position of the Program as per 31 December the previous year within 31st January each year,
· a budget and work plan for the coming year within 15 February each year with an updated revolving plan for the entire Program period,

· a brief semi-annual progress reports and statement of accounts, and with main focus on the major deviations from plans, covering the first period within 1st  October each year. 
· the audited annual financial statements of the entire organisation within the 1st July each year,

· a final report for the whole Program period, as well as financial statements from end of the previous audit until completion of the Program within 1. July 2010.

5.2 The annual progress report shall include the following information:

· A description of actual outputs compared to planned outputs 
· a brief summary of the use of funds compared to budget

· an assessment of the efficiency of the Program (a measure of how efficiently resources/inputs are converted into outputs)

· an explanation of major deviations from the plan

· an assessment of problems and risks (internal or external to the Program) that may affect the success of the Program
· an assessment of the need for adjustments to activity plans and/or inputs and outputs, including actions for risk mitigation.

· a brief assessment of achievements in relation to purpose. .
5.3 The final report shall include the following information:

· The topics listed in Clause 5.2 above

· an assessment of the effectiveness of the Program, i.e. the extent to which the purpose has been achieved

· an assessment of impact (if possible), i.e. the changes and effects positive or negative, planned and unforeseen of the Program seen in relation to target groups and others who are affected

· an assessment of the sustainability of the Program, i.e. an assessment of the extent to which the positive effects of the Program will still continue after the external assistance has been concluded

· a summary of main “lessons learned”.

5.4 MFA shall respond in writing within three weeks after the receipt of the reports and documentation. MFA shall approve the work plans and budgets in writing.
6. Audit
6.1 The annual financial statements of the Program shall be audited by an independent and recognised professional accountant (auditor) acceptable to MFA. The audit shall at least cover the issues mentioned in the Terms of Reference in Annex III to the Contract. Aga Khan Foundation shall submit to MFA the audit report, any management letter and any other report from the auditor significant to the implementation of the Program. Aga Khan Foundation shall comment upon the auditor’s findings, and MFA shall respond within three weeks upon reception of the report.

6.2 MFA may appoint an independent auditor to undertake audit if deemed necessary. Audits may also be carried out by the Norwegian Auditor General as and when deemed necessary.
7. Meetings and reviews
7.1 Formal meetings shall be held within February of each year unless otherwise agreed in writing. The meetings shall be called and chaired by Aga Khan Foundation. The purpose of these meetings is to discuss the progress of the Program, including results and fulfilment of agreed obligations, to discuss and, if feasible, approve documentation submitted according to Article 5, as well as to discuss issues of special concern for the implementation of the Program, e.g. risk management. Central elements of the discussion and all decisions from the consultations shall be recorded in agreed minutes.

7.2 MFA reserves the right to carry out independent reviews or evaluations of the Program as and when MFA deems it necessary. The cost for such reviews will be covered by funds over and above the Grant. 

8. Corruption
The Parties declare their commitment to counteract corrupt practices in the execution of the Contract. Further, the Parties commit themselves not to accept, either directly or indirectly, as an inducement or reward in relation to the execution of the Contract, any kind of offer, gift, payments or benefits, which would or could be construed as illegal or corrupt practice. The Parties shall immediately inform each other of any indication of corruption or misuse of resources related to the Program, and undertake to take rapid legal action to initiate investigations of and prosecution against, in accordance with applicable law, any person suspected of corruption or misuse of resources related to the Program.

9. Breach of contract
9.1 If Aga Khan Foundation fails to fulfil its obligations under this Contract, or if any major organisational changes are found to be contradictory to the objectives of the Program, MFA may, upon consultations with Aga Khan Foundation cancel this Contract and claim repayment or withdraw the total or a portion of the funds provided to the Program.

9.2 MFA may cancel this Contract or portion of this Contract with immediate effect if it determines that corrupt or fraudulent practices were engaged in by representatives of Aga Khan Foundation or of a beneficiary of the aid funds without Aga Khan Foundation having taken timely and appropriate action satisfactory to MFA to remedy the situation.

10. Entry into force – Termination – Disputes
10.1 This Contract shall enter into force on the date of its signature, and shall remain in force until both Parties have fulfilled all obligations arising from it. Whether these obligations shall be regarded as fulfilled, shall be determined in consultation by the Parties.

10.2 Notwithstanding the previous clause, each Party may terminate the Contract upon three months’ written notice.

10.3 In case of termination of the Contract Aga Khan Foundation shall exert its best efforts to bring the Program to an end in a rapid, orderly and economical manner as to the use of the funds from MFA. Aga Khan Foundation shall not commit the Program economically from the date of the receipt of the notice of termination. Any unspent funds not committed by the date of the receipt of the notice of termination, shall be returned to MFA without delay.

10.4 If any dispute arises relating to the implementation or interpretation of this Contract, the Parties shall consult with a view to reaching a solution. Any disputes that cannot be solved amicably shall be referred to the competent Norwegian court and settled in accordance with Norwegian law. 

This Contract is drawn in duplicate with one copy for Aga Khan Foundation and one for MFA.

	Kabul 03.04.07
For the Norwegian Ministry of Foreign Affairs
	
	Kabul 03.04.07
For Aga Khan Foundation

	
	
	

	Jan Erik Leikvang
Ambassador
	
	Chris Eaton
Chief Executive Officer


Annex I:
Agreed Program Summary and budgets
Annex II:Terms of reference for audit
 ANNEX 1

ANNEX  


PROJECT SUMMARY
Project Title:
Sheghnan TTC - Professional Development Unit
Duration:          
10 months in the first instance

Budget (tot):


USD 238,416

Contact person:

Joanne Trotter – External Relations & Grant Management (joanne.trotter@akdn-afg.org)

1. Description:     

The Professional Development Unit for teacher educators and district education officers will be located at the newly constructed Sheghnan Teachers’ College in Badakhshan. Its purpose is to act as a hub for in-service activity so as to develop additional programmes for professional teacher development at school level. These initiatives are intended to complement the TEP cascade model of in-service training which is presently being implemented through the Department of Teacher Education.

Emphasis will be placed on training both college and district education staff so that they can promote the ethos of ‘whole school development’ within schools whilst engaging local communities to take greater responsibility for improving the quality of education at school level. 

Initially 4 highly experienced trainers will be recruited to staff the unit together with a trainer identified through the Department of Teacher Education. After an initial period working within the Unit, staff will be seconded to work directly in AKF’s main field programmes for a period of the year to roll-out the developed training modules. These initiatives are themselves designed to build capacity not just amongst teachers and Head Teachers, but also amongst the faculty of teacher training colleges and district education officers. This will ensure that the Unit keeps in close contact with in school programmes and uses them as a testing ground for materials and policies developed.

2. Project Goal:

To establish an in-service development unit at Sheghnan Teacher Training College in order to promote ‘whole school development’ in Badakhshan, Bamyan and Baghlan. 

Project Objectives (purpose): 

1. To improve the capacity of  college and district education staff to  promote in-service professional development for teachers in government schools in Badakhshan, Bamyan and Baghlan;

2. To  increase the support provided to schools at the local level by mobilizing college, community and district officials;

3. To strengthen AKF teacher training activities in both government and newly established community schools;

4. To create a model for whole school improvement that can be used across all regions of Afghanistan.

5. To focus on increasing the pool of female trainers who are able to make a contribution to in-service teacher professional training.
Project Indicators:

· Training for college and district staff completed at Sheghnan centre and other agreed venues in Bamyan and Badakhshan;

· TTC College staff are engaged in work in college reference schools;

· District Education staff especially (Methodologists) visit designated  schools on a regular basis;

· AKF  Programme School Community Educators work in close liaison with district staff;

· AKF School Community educators have regular training sessions organised by the  Professional Development Unit;

· Expertise of AKF Rural Education Support Programme and other programmes is made available to Professional Development Unit;

· Lessons learnt are researched and documented to be shared at district, provincial and ministry levels 

· Manuals and materials produced are incorporated within National INSET programmes
Special emphasis will be given to recruit females trainers whenever the occasion allows (cross border recruitment in Tajikistan has already been exploited as a viable source of experienced trainers. Opportunities for additional training will give preferences to suitable female staff.

3. Target Groups: 

1. Staff and district officials associated with Sheghnan TTC (at a later stage to include Pul-I Khumri and Bamyan TTCs) and TTCs being developed by GTZ in Northern Afghanistan;

2. Government and district officials in the Provinces of Baghlan, Bamyan and Badakhshan;
3. Teacher educators from government and community based school programmes.

4. Risk factors

1. Insecurity in the regions curtails work that can be done in the field;

2. Poverty  of communities in remote districts undermines mobilization to provide additional resources;
3. District and Provincial education offices without adequate finances still at low level of effective implementation;
4. General geographic and climatic hardship restricts dissemination to outlying areas ofthe provinces;

5. Poor recruitment and change over of staff reduces necessary continuity

Enclosed: Budget
ANNEX  


PROJECT SUMMARY
Project Title:
MHP Co-funding and equipping
Duration:          
10 months 
Budget (tot):


USD 282,908
Contact person:

Joanne Trotter – External Relations & Grant Management (joanne.trotter@akdn-afg.org)

1. Description:     

In many of the areas where AKF has been involved in NSP, there has been a very high demand for electrification, whether for solar power or micro-hydropower (MHP).  Electrification, particularly the construction of an MHP, can do a remarkable job in catalyzing the formation of community organizational structures, as well as providing the immediate benefits of electric lighting, with ongoing positive effects in communications, entertainment, small enterprise, light for studying and varying timings of household chores for women. 
The NSP program provides $200 per family for a village development project, prioritized by the community.  Unfortunately, this is frequently not enough money to do a good quality, sustainable, MHP installation which reasonably utilizes the power available at a site.  In addition to this initial financial constraint, the money supply from NSP has been erratic.  Delays in installments have led to budget overruns from inflation. Combined with other factors, like the high volume of requests for MHP projects in the face of limited FP and national capacity, and difficulties in acquiring certain equipment not available in Afghanistan, many projects have suffered from various problems and delays. This has led to extreme frustration on the part of communities, which is counter-productive to the national stabilization efforts. 

Another challenge is dealing with special cases that have unusual site conditions.  These kinds of projects require extra effort in producing special designs, take longer, and usually require extra funds to complete.

The challenges outlined above have prompted AKF to request financial assistance from Norway for to provide additional transmission lines to ensure that more remote households benefit equitably from MHP interventions, to provide additional equipment and training to the AKF-A MHP team and to address the issues of site relocation in Hazrat-e-Saeed.           

2. Project Goal:

The overall goal of the MHP Development project is to enable the rapid completion of MHP projects for the improvement of the lives of thousands of Afghan families through the provision of electricity.

Project Objectives (purpose): 

6. To provide electric lighting for homes and businesses;

7. To provide electricity for nonlighting uses of power in order to enhance the quality of life for rural populations.

Project Indicators:

1. The provision and installation of overhead ACSR (Aluminum Conductor, Steel Reinforced) wire, with cross-sectional areas of 16 mm2, 25 mm2, 35 mm2, and 50 mm2, between powerhouses and communities, as needed across 4 provinces in order to transmit electricity from powerhouses to load centres more effectively. 

2. The completion of the Hazrat-e-Saeed MHP project with a 100kW unit to supply 302 families with electricity.

3. Procurement of specialist equipment to support effective MHP project implementation. 

3. Target Groups: 

Activity 1:  The provision of transmission wire will greatly benefit a minimum of 3,594 families in the provinces of Badakhshan, Baghlan, and Bamyan.  
Activity 2:  The completion of the Hazrat-e-Saeed MHP project will provide the benefits of electricity to 302 families in the villages of Hazrat-e-Saeed, Ragh, and Langar in Badakhshan.  This project will also help introduce Afghanistan to the MHP range of Pelton turbines, for additional future applications at other sites with high heads and low flows.

Activity 3:  The equipping of MHP staff for their wide ranging, demanding, and diverse programme activities will benefit many families across the whole of AKF’s project region as information is gathered and projects implemented

4. Risk factors

The major risk in completing this project is regional and national instability.  Another risk is the timely receipt of funds from NSP to purchase and install all other necessary electro-mechanical equipment, and to complete core constructions. 

ANNEX  

 AGREED PROJECT SUMMARY
Project Title: 
“Building capacities of Community Development Councils (CDC) for strengthening the process of local self-governance in Baghlan province of Afghanistan”



Duration: 


10 months

Budget (tot):


US$ 317,993
Contact person:  

Joanne Trotter - External Relations and Grant Management



Joanne.trotter@akdn-afg.org 

1.
Description: 

The National Solidarity Programme (NSP) lies at the centre of AKF’s community development strategy.  The NSP establishes community development councils (CDCs) who are responsible for identifying, planning, implementing and monitoring development projects, within the community.  These CDCs are primarily responsible for promoting transparent and accountable governance, encouraging people’s participation and supporting decentralized decision making at the local level, thereby deepening democratic and development actions. As CDCs are being more widely recognized as a legitimate governance structure at the local level, their effectiveness and sustainability have become increasingly important. Many CDCs are challenged to meet the demands placed upon them by communities due to limited capacity and resources. 

With Norwegian support, AKF aims to support 195 CDCs in Baghlan province by providing broad-based capacity-building inputs aimed at building both the effectiveness and the sustainability of CDCs. 
With enhanced capacities CDCs will be better able to respond to the needs of their communities and represent these needs more comprehensively through engagement in district and provincial planning processes. This in turn will strengthen downwards accountability and enhance participatory decision-making.  

2.
Project Goal (purpose): 
To build CDC capacities and to enable them to play both a development and governance role at the village level, thereby strengthening local self-governance and deepening democratic processes in Baghlan province, Afghanistan. 

3.
Specific objectives:

3.1 Broaden the understanding of CDCs on conflict prevention and management, and equip them with the necessary skills to initiate efforts to build durable peace by successfully addressing local level conflicts.   
3.2 Enable CDCs to establish linkages with district and provincial Government departments so that they can raise local development issues on a regular basis.

3.3 Facilitate experience sharing among CDCs to enhance mutual learning and explore possible horizontal collaborations.  

3.4 Provide a common platform to CDCs to enable them to deliberate and act upon common development issues affecting the lives and livelihoods of the wider community.  

3.5 Encourage CDCs to address a broad range of local level development issues beyond NSP at the village level. 
3.6 Promote transparency and accountability in the functioning of CDCs through social audits.    
3.7 Facilitate the creation of a participatory tool (Maturity Index Manual) for assessing competence of elected actors as a means for tailored capacity building. 

4.
Project Indicators:
· No. of  CDCs possessing enhanced understanding of conflict prevention and management

· No. of CDCs making proactive efforts to address local level conflict at the village level. 
· Increased awareness among CDCs of the functioning and mandate of various Government departments. 
· No. of local level development issues raised by the CDCs with Government departments 
· No. of CDCs participating in the experience sharing process 

· Increased understanding of community development strategies adopted by various CDCs  

· No. of CDCs where best practices are replicated
· No. of shura conferences organised  

· Nature of issues raised

· No. of CDCs participating in addressing the issues raised 

· No. of CDCs addressing local level issues 

· Nature of local level development issues addressed by the CDCs 

· No. of CDCs organising social audits 

· No. of other initiatives undertaken by the CDCs to promote transparency 

· Increased awareness among the target communities of their rights (specifically to information and their rights to make CDCs accountable to the demands of their constituencies
· Development of comprehensive indicators for assessing the maturity of CDCs

· Creation of a CDC maturity assessment tool

· No. of CDCs where Maturity index manual was facilitated 

Target Groups: 
195 community development councils (CDCs) in Doshi, Khinjian, Andarab, and Dhane Ghori districts of Baghlan province, serving approximately 31,983 families. 

Risk Factors:
The process of conducting social audits in particular may expose some corruption cases and could potentially create serious problems for some CDCs. In order to mitigate these risks, it will be crucial to engage the village elders and other prominent people in the community in this activity from the outset.  This will ensure that they are aware of the process and are available to deal with any conflict if and when it arises. In addition, the porcess of social audits will be facilitated by highly skilled development facilitators who are well equipped to deal with any challenges as they arise.  

The participation level of CDCs can vary depending on the status of their NSP project. Some CDCs are significantly delayed with their project implementation due to delays in disbursement of the block grant payments from NSP. As a result they may be less enthusiastic about involvement in the above mentioned activities. Social organizers will have to pay extra attention to these particular CDCs and encourage their participation in capacity building activities so that they remain engaged and motivated in their development planning and objectives. 
.  

Enclosed: Budget
ANNEX  


AGREED PROJECT SUMMARY
Project Title: 
Promotion of Self Help Groups in Baghlan and Bamyan provinces



Duration: 


10 months, March – December 2007

Budget (tot): 


USD 306,574

Contact person: 

Joanne Trotter, Head of External Relations and Grant Management Unit (joanne.trotter@akdn-afg.org) 
Description: 
In 2004, AKF in collaboration with NRI
 initiated a research project into different microfinance products with the objective of providing access for particularly underprivileged people to formal credit at reasonable terms and conditions. Of the five different micro-finance products tested
 by the research team, four have already been taken up by different MFIs such as BRAC Afghanistan and ARMP. The most successful product, however, is group loans manageed by savings and credit groups, or Self Help Groups (SHGs), formed around common needs and interests.

Since 2006, AKF has been supporting 97 SHGs in Badakhshan, 34 of which are women’s groups. With an average of 18 members, each group has so far achieved a savings capital of more than AFN 1.5 million. Since November 2006, all groups can access linkage loans at special commercial conditions. The SHGs have established a good internal lending practice and an excellent repayment record. The high level of self-determination makes SHGs accepted in the Muslim tradition, which is an important advantage in Afghanistan. Group-based discussions allow SHGs to promote economic development by taking the initiative to access services and licit income generation opportunities. SHGs are an integrated element of the AKF community development programme and an excellent mechanism to promote gender-balanced development in a cultural environment where women’s access to economic opportunities is limited.

The project will build on the experience and evaluated best practice of Badakhshan province while promoting the concept of SHGs through replication in Baghlan and Bamyan provinces.  

Project Goal: To enhance alternative livelihood options for rural communities in Baghlan and Bamyan. 
Project Objectives (purpose): 
1. To build AKF internal competence in facilitating SHGs in Baghlan and Bamyan.
2. To inform the communities about SHGs and form and sustain the first 100 SHGs per region (of which 70% of members are women).
3. To promote the exchange of experience with other institutions and access groups to commercial linkage loans.
Project Indicators: 
· 6 master trainers are trained in each region (3 men and 3 women). 

· The Master Trainers set up and facilitate the management of 100 SHGs in each region.

· 100 SHGs in each region manage themselves and meet the criteria set by commercial MFIs to access loan capital.

· Experience has been evaluated and the generated knowledge and lessons are documented in manuals to be utilised for further similar initiatives.

· SHGs are recognised by MFIs/commercial Banks as reliable clients and engage in village-based socio-economic development. 

· SHGs are increasingly becoming an integrated element of the political debate of financial reform. 
Target Groups: 

	Province
	No. of SHG members  
	No. of direct

beneficiaries
	No. of indirect beneficiaries
 

	BGL
	100+
	1,500 – 2,000
	16,000

	BAM
	100+
	1,500 – 2,000
	16,000


Risk Factors:

The formation of SHGs in Baghlan and Bamyan responds to a declared need of Community Development Councils (CDCs) and female subcommittees for the formation of such groups. The main risk in microfinance activities, the non-conformity of financial products with Muslim Tradition, does not exist when working with SHGs in Afghanistan, as the experience in Badakhshan has shown.
Enclosed: Budget and summary of AKF experience with SHGs
ANNEX  


AGREED PROJECT SUMMARY
Project Title:
Wakhan Tourism Promotion Project 



Duration: 


10 months, March – December 2007

Budget (tot): 


USD 235,589
Contact person: 

Joanne Trotter, Head of External Relations and Grant Management Unit (joanne.trotter@akdn-afg.org) 
Description: 
Wakhan and its adjoining areas, the Little and Big Pamirs, are well known for their unique cultural and natural resource base. The area is characterized by diversified ecological conditions with high peaks, glaciers, interesting plant and wild animal species. Before the Soviet invasion, the area was considered one of the most attractive areas of Afghanistan and drew substantial interest from tourists. In addition, the range of tourism activities available in the area made it an ideal destination. The onset of war in the country in the late seventies and subsequent events have created logistical, communication and security problems which have deterred many people from visiting. As a result, over the years the flow of tourists declined and finally stopped. 

With Norwegian support, the Wakhan Tourism Promotion Project has been active in Badakhshan province since 2005. Stubstantial progress has been made in re-establishing a tourism infrastructure, building up local capacity to manage tourism-related activities, promoting awareness and understanding of the potential and engaging with communities to ensure that their interests are represented and protected. 2006 has seen a large number of tourists visiting the Wakhan and the ground has now been laid for on-going sustainable development in the sector. 

Project Goal: 
The overall goal of the project is to contribute to enhanced livelihoods for the Wakhi and Pamiri populations through conservation and sustainable management of the rich natural resources of the Wakhan Pamir. The main objective of the proposed activities for 2007 is to consolidate tourism services and support infrastructure so that tourism promotion can be sustainably handed over to trained local actors at the end of the project period 

Project Objectives (purpose): 
· Improved tourist infrastructure to support income generation opportunities: 

· Enhanced local capacities for tourism management and community-oriented development 

· Increased numbers of visitors to the Wakhan and increased public awareness of the tourism activities available in the region

· Strengthened information infrastructure for tourism

· Wakhi and Pamiri culture revitalised and promoted  

Project Indicators: 
· Beneficiaries increase their incomes by at least 50% as a result of improved infrastructure  

· Beneficiaries of capacity building activities increase their incomes by 40%

· % increase in the number of local people with the appropriate skills to obtain employment in the tourism industry 

· % increase in the number of tourists coming to the Wakhan

· # of outlets carrying promotional material  

· I% increase in number of tourists accessing these services and their willingness to pay 

· # of cultural events organized

· # of visitors(local and international) attending them

Target Groups: 

The proposed project will benefit the population as a whole in the Wakhan, which is estimated at around 12,000. Over 1100 households in the Wakhan could benefit from project related households and over 300 scattered Krygyz communities in the Pamir will benefit. 

Direct beneficiaries of training and infrastructure development will be selected in consultation with the community and local leaders to ensure that benefits of the project are experienced widely. 
Risk Factors:

Cultural sensitivities remain about tourists traveling, particularly in the Pamirs. In order to minimize offence which tourists may cause to local people, they are comprehensively briefed about cultural norms and appropriate behaviour before departure from Ishkashim. Engagement through local associations also allows for  feedback loop to project staff so that any concerns can be raised and addressed through project activities.  

There is a danger that without a diversified set of income generating opportunities, increased income may lead to additional opium consumption in an already vulnerable area. As a component of its rural livelhoods programme, AKF also implements a drug demand reduction programme which works to raise awareness about the harm of opium consumption and provides support to addicts as they undergo rehabilitation into the licit economy.   

Enclosed: Budget 
Annex II  Terms of Reference for audit

The auditor shall carry out the audit in accordance with any national legislation for NGOs as well as with international standards on auditing.

The objective of the audit is to audit 1) the annual financial statements of the Program as defined in Annex I to this Contract as well as 2) compliance with certain contractual obligations. The auditor shall be given a copy of the present Contract, and decides himself whether to submit one or two reports. The audit report(s) shall state the auditor’s opinion/findings as to:

· Whether the financial statements and the cash/bank/financial position present fairly, in all material respects, the income and expenditures of the Program in accordance with an acceptable financial reporting framework

· whether the audit has uncovered any material weaknesses in relevant internal control(s)

· whether the funds have been deposited in a separate bank account in the name of Aga Khan Foundation and that accrued interest are reflected in the statement from the bank whether the audit has uncovered any illegal or corrupt practices

· whether funds have been used exclusively to cover Program expenditures

· whether receipts/income and expenditures are properly accounted for.

· whether the counter funds from Aga Khan Foundation have been made available according to the budget in Annex 1.

The above list does not preclude Aga Khan Foundation or the auditor from addressing further issues.

The auditor shall also, if the auditor deems it warranted based on findings during the audit, submit a management letter to Aga Khan Foundation upon completion of the audit. The letter should address deficiencies noted in the system of internal control.

� Natural Resources Institute


� Microleasing, loans for traders, individual loans, reconversion loans


� Average number of household members of each member of SHGs.
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