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CREDI T NUMBER 3516 PAK

Proj ect Agreenent

(NWFP On- Farm Wat er Managenent Proj ect)
anong

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

and

NORTH WEST FRONTI ER PROVI NCE
FEDERALLY ADM NI STERED TRI BAL AREAS
DEVELCOPMENT CORPORATI ON

Dat ed August 28, 2001

CREDI T NUMBER 3516 PAK
PRQIECT AGREEMENT

AGREEMENT, dated August 28, 2001, anong | NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON
(the Association), NORTH VEST FRONTI ER PROVI NCE acting by its Governor (NWP) and
FEDERALLY ADM NI STERED TRI BAL AREAS DEVELOPMENT CORPCRATI ON ( FATADC) .

WHEREAS (A) by the Devel opnent Credit Agreenent of even date herewith between
Islami ¢ Republic of Pakistan (the Borrower) and the Association, the Association has
agreed to make available to the Borrower an anpunt in various currencies equivalent to
sixteen mllion six hundred thousand Special Drawi ng Ri ghts (SDR 169, 600, 000), on the
terms and conditions set forth in the Devel opnment Credit Agreenment, but only on
condition that NWP and FATADC agree to undertake such obligations toward the
Associ ation as are set forth in this Agreenent;

(B) the proceeds of the credit provided for under the Devel opnent Credit
Agreenment will be nade available to NWFP and FATADC in accordance with the Borrower’s
standard budgetary procedures; and

WHEREAS NWFP and FATADC, in consideration of the Association’s entering into the
Devel opnent Credit Agreenent with the Borrower has agreed to undertake the obligations
set forth in this Agreenent;

NOW THEREFORE t he parties hereto hereby agree as follows:

ARTI CLE |

Definitions



Section 1.01. Unless the context otherw se requires, the several terns defined
in the Devel opment Credit Agreenent and in the General Conditions (as so defined in
the Devel opnent Credit Agreenent) have the respective neanings therein set forth.

ARTI CLE ||
Execution of the Project

Section 2.01. (a) NWP and FATADC decl are their commitnment to the objectives of
the Project as set forth in Schedule 2 to the Devel opment Credit Agreement, and, to
this end, shall carry out their activities under the Project with due diligence and
efficiency and in conformty with appropriate adm nistrative, financial, engineering
and irrigation practices, and shall provide, or cause to be provided, pronptly as
needed, the funds, facilities, services and other resources required for their
activities under the Project.

(b) Wthout limtation upon the provisions of paragraph (a) of this Section
and except as the Association, NWP and FATADC shall otherw se agree, NWFP and FATADC
shall carry out their activities under the Project in accordance with the
I mpl ement ati on Program set forth in Schedule 2 to this Agreenent.

Section 2.02. Except as the Association shall otherw se agree, procurenent of
the goods, works and consultants’ services required for the Project and to be financed
out of the proceeds of the Credit shall be governed by the provisions of Schedule 1 to
this Agreenent.

Section 2.03. (a) NWP and FATADC shall carry out the obligations set forth in
Sections 9.03, 9.04, 9.05, 9.06, 9.07 and 9.08 of the General Conditions applicable to
the Devel opnent Credit Agreenent (relating to insurance, use of goods and services,
pl ans and schedul es, records and reports, nmaintenance and | and acqui sition,
respectively) in respect of the Project Agreenent and the activities to be carried out
by NWFP and FATADC under the Project.

Section 2.04. (a) NWP and FATADC shall, at the request of the Association,
exchange views with the Association with regard to the progress of their activities
under the Project, the performance of their obligations under this Agreenent and ot her
matters relating to the purposes of the Credit.

(b) NWFP and FATADC shall pronptly informthe Association of any condition
which interferes or threatens to interfere with the progress of their activities under
the Project, the acconplishnent of the purposes of the Credit, or the performance by
NWFP and FATADC of their obligations under this Agreenent.

Section 2.05. For the purposes of Section 9.07 of the General Conditions
applicable to the Devel opment Credit Agreenent and without limtation thereto, NWP
and FATADC shal | :

(a) prepare on the basis of guidelines acceptable to the Association, and
furnish to the Association not later than six (6) nonths after the Cosing Date or
such later date as nay be agreed for this purpose between the Association, NAP and
FATADC, a plan satisfactory to the Association for the future operation of the
Proj ect; and

(b) afford the Association a reasonable opportunity to exchange views with
NWFP and FATADC on such pl an.

ARTI CLE |11
Fi nanci al Covenants

Section 3.01. (a) NWP and FATADC shall maintain a financial managenent system
i ncl uding records and accounts, and prepare financial statenents, all in accordance
wi th accounting standards acceptable to the Association, consistently applied,
adequate to reflect the operations, resources and expenditures related to the Project.

(b) NWFP and FATADC shal | :

(i) have the records, accounts and financial statements referred to in
paragraph (a) of this Section for each fiscal year audited, in
accordance with auditing standards acceptable to the Association,

consistently applied, by independent auditors acceptable to the



Associ ati on;

(ii) furnish to the Association as soon as avail able, but in any case
not later than six nmonths after the end of each such year,
(A) certified copies of the financial statements referred to in
paragraph (a) of this Section for such year as so audited, and (B)
an opinion on such statenments, records and accounts and report of
such audit, by said auditors, of such scope and in such detail as
the Association shall have reasonably requested; and

(iii) furnish to the Association such other information concerning such
records and accounts, and the audit thereof, and concerning said
auditors, as the Association may fromtinme to tine reasonably

request .

Section 3.02. (a) Wthout limtation upon the provisions of Section 3.01 of this
Agreement, NWFP and FATADC shall carry out a tine-bound action plan acceptable to the
Associ ation for the strengthening of the financial nanagement systemreferred to in
paragraph (a) of said Section 3.01 in order to enable NWP and FATADC, not |ater than
Sept ember 30, 2002, or such later date as the Association shall agree, to prepare
quarterly Project Managenment Reports, acceptable to the Association, each of which:

(i) (A) sets forth actual sources and applications of funds for the
Project, both curul atively and for the period covered by said
report, and projected sources and applications of funds for the
Project for the six-nmonth period followi ng the period covered by
said report, and (B) shows separately expenditures financed out of
the proceeds of the Credit during the six-month period follow ng
the period covered by said report.

(ii) (A) describes physical progress in Project inplenmentation, both
cumul atively and for the period covered by said report, and (B)
expl ai ns variances between the actual and previously forecast
i mpl ementation targets; and

(iii) sets forth the status of procurenent under the Project and
expendi tures under contracts financed out of the proceeds of the
Credit, as at the end of the period covered by said report.

(b) Upon the conpletion of the action plan referred to in paragraph (a) of
this Section, NWFP and FATADC shall each prepare, in accordance with guidelines
acceptable to the Association, and furnish to the Association not |ater than 45 days
after the end of each cal endar quarter a Project Managenent Report for such period.

ARTI CLE |V

Ef fective Date; Term nation;
Cancel | ati on and Suspensi on

Section 4.01. This Agreenent shall come into force and effect on the date upon
whi ch the Devel opnent Credit Agreement becones effective.

Section 4.02. (a) This Agreenent and all obligations of the Association, NP
and FATADC t hereunder shall termnate on the earlier of the followi ng two dates:

(i) the date on which the Devel opnent Credit Agreenment shall term nate
in accordance with its terns; or

(ii) the date twenty (20) years after the date of this Agreement.

(b) If the Devel opnent Credit Agreement terminates in accordance with its
terms before the date specified in paragraph (a)(ii) of this Section, the Association
shall pronptly notify NWP and FATADC of this event.

Section 4.03. Al the provisions of this Agreenent shall continue in full force
and effect notw t hstanding any cancel | ati on or suspension under the General Conditions
applicable to the Devel opnent Credit Agreenent.

ARTI CLE V

M scel | aneous Provi si ons



Section 5.01. Any notice or request required or permitted to be given or nade
under this Agreenent and any agreenent between the parties contenplated by this
Agreenment shall be in witing. Such notice or request shall be deenmed to have been
duly given or made when it shall be delivered by hand or by mail, telegram cable,
telex or facsimle to the party to which it is required or pernitted to be given or
made at such party’s address hereinafter specified or at such other address as such
party shall have designated by notice to the party giving such notice or maki ng such
request. The addresses so specified are:

For the Association:

I nternational Devel opnent Association
1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anmerica

Cabl e address: Tel ex:
| NDEVAS 248423 (M)
Washi ngton, D.C 64145 (MCl)
For NWFP:

The Additional Chief Secretary

Pl anni ng, Environnment and Devel opnent Depart nment
Governnent of North West Frontier Province
Peshawar, Paki st an

Cabl e address: Tel ex:

DEVEL OPNVENT 952-52371
Peshawar, Paki stan

For FATADC.

The Managi ng Director

Federal |y Admi ni stered Tri bal
Areas Devel opnent Cor poration

2-\Warsak Road

Peshawar, Paki stan

Section 5.02. Any action required or permtted to be taken, and any docunent
required or permitted to be executed, under this Agreenent on behal f of NWP and
FATADC, or by NWFP and FATADC on behal f of the Borrower under the Devel opment Credit
Agreenment, may be taken or executed by the follow ng persons such other person or
persons as they shall designate in witing, and they shall furnish to the Associ ation
sufficient evidence of the authority and the authenticated specinen signature of each
such person:

(a) the Additional Chief Secretary, Planning, Environnment and Devel opnent
Departrment, NWP, with respect to NWFP's activities under the Project; and

(b) the Managing Director, FATADC, with respect to FATADC s activities under
the Project.

Section 5.03. This Agreenent nmamy be executed in several counterparts, each of
whi ch shall be an original, and all collectively but one instrunent.

IN WTNESS WHEREOF, the parties hereto, acting through their duly authorized
representatives, have caused this Agreenent to be signed in their respective names in
I sl amabad, Paki stan, as of the day and year first above witten.

| NTERNATI ONAL DEVELOPMENT ASSCCI ATI ON

By /s/ Abid Hasan
Acting Country Director, Pakistan



NORTH WEST FRONTI ER PROVI NCE

By /s/ Tariq Mahnmood
Aut hori zed Representative

FEDERALLY ADM NI STERED TRI BAL AREAS
DEVELOPMENT CORPCORATI ON

By /s/ Mphanmmad Javed

Aut hori zed Representative

SCHEDULE 1

Procurenent and Consultants’ Services

Section |. Procurenent of Goods and Wbrks
Part A Gener al
1. Goods and works shall be procured in accordance with (a) the provisions of

Section | of the "CGuidelines for Procurenent under |BRD Loans and | DA Credits"

publ i shed by the Bank in January 1995 and revised in January and August 1996 and in
Sept enber 1997 and January 1999, subject to the nodifications thereto set forth in
paragraph 2 of this Part A (the Guidelines), and (b) the provisions of the follow ng
Parts of this Section 1.

2. In paragraphs 1.6 and 1.8 of the Guidelines, the references to "Bank menber
countries" and "nenmber country" shall be deened to be references, respectively, to
"Participating Countries" and "Participating Country".

Part B: I nternational Conpetitive Bidding
1. Except as otherwi se provided in Part C of this Section, goods and works shall be
procured under contracts awarded in accordance with the provisions of Section Il of

the Guidelines and paragraph 5 of Appendix 1 thereto.

2. The followi ng provisions shall apply to goods and works to be procured under
contracts awarded in accordance with the provisions of paragraph 1 of this Part B.

(a) Groupi ng of Contracts

To the extent practicable, contracts for goods and works shall be grouped in bid
packages to attract international bidders.

(b) Preference for donestically nmanufactured goods

The provisions of paragraphs 2.54 and 2.55 of the Cuidelines and Appendi x 2
thereto shall apply to goods manufactured in the territory of the Borrower.

(c) Notification and Adverti sing

The invitation to bid for contracts estimated to cost $10, 000, 000 equi val ent or
nore shall be advertised in accordance with the procedures applicable to | arge
contracts under paragraph 2.8 of the Guidelines.
Part C O her Procurenent Procedures
1. Nati onal Conpetitive Bidding

(a) Cvil works required for Parts B.2, B.3 and B.4 of the Project;

a) (i)
and (ii) goods, other than vehicles and construction nmaterials, estimated to cost |ess
than the equival ent of $200,000 per contract, up to an aggregate amount not to exceed



the equival ent of $570,000, nmay be procured under contracts awarded in accordance with
the provisions of paragraphs 3.3 and 3.4 of the Guidelines.

(b) The follow ng provisions shall apply to goods and works to be procured
under contracts awarded in accordance with the provisions of subparagraph (a) of this
par agr aph 1.

(i) Groupi ng of Contracts

To the extent practicable, contracts shall be grouped in bid packages to attract
nati onal bidders.

(ii) | mprovenent of Biddi ng Procedures

In order to ensure econony, efficiency, transparency and broad consistency with
the provisions of Section 1 of the Cuidelines:

(aa) invitations to bid shall be advertised in at |east one national newspaper
with a wide circulation, at |east 30 days prior to the deadline for the subm ssion of
bi ds;

(bb) bi d docunments shall be nade available, by nmail or in person, to all who
are willing to pay the required fee;

(cc) foreign bidders shall not be precluded from bi dding and no preference of
any kind shall be given to national bidders in the bidding process;

(dd) bi ddi ng shall not be restricted to pre-registered firns;
(ee) qualification criteria shall be stated in the bidding docunents;

(ff) bi ds shall be opened in public, imediately after the deadline for
submi ssi on of bids;

(99) bids shall not be rejected nerely on the basis of a conparison with an
of ficial estimate without the prior concurrence of the Association;

(hh) before rejecting all bids and soliciting new bids, the Association’s
prior concurrence shall be obtained;

(ii) bi ds shall be solicited and contracts shall be awarded on the basis of
unit prices and not on the basis of a conposite schedule of rates (CSR);

(i) contracts shall not be awarded on the basis of nationally negotiated
rates;

(kk) contracts shall be awarded to the | owest evaluated and qualified bidders;
and

(rr) post - bi ddi ng negoti ations shall not be allowed with the | owest eval uated
or any other bidders.

2. Nat i onal Shoppi ng

CGoods, other than vehicles and construction materials, estinated to cost |ess
than the equival ent of $10,000 per contract, up to an aggregate amount not to exceed
$220, 000 equi val ent, may be procured under contracts awarded on the basis of shopping
procedures in accordance with the provisions of paragraphs 3.5 and 3.6 of the
Cui del i nes.

3. Community Partici pation

For purposes of carrying out works for watercourses, water storage tanks and
ot her on-farm i nprovenents:

(a) Labor shall be procured by the respective comrunity organizations
managi ng the works as part of their in-kind contribution towards the capital cost of
t he works; and

(b) Construction materials nmay be procured, at the choice of the respective
conmuni ty organi zati ons managi ng the works, by the community organizations thensel ves
or by the OFWM Di rectorate under contracts awarded on the basis of national shopping



procedures in accordance with the provisions of paragraphs 3.5 and 3.6 of the
CQui del i nes.

Part D: Revi ew by the Association of Procurenent Decisions
1. Pr ocurenent Pl anni ng

Prior to the issuance of any invitations to prequalify for bidding or to bid for
contracts, the proposed procurenment plan for the Project shall be furnished to the
Associ ation for its review and approval, in accordance with the provisions of
paragraph 1 of Appendix 1 to the Cuidelines. Procurenent of all goods and works shall
be undertaken in accordance wi th such procurenent plan as shall have been approved by
the Association, and with the provisions of said paragraph 1.

2. Pri or Revi ew

(a) Wth respect to: (i) each contract for vehicles; (ii) each contract for
goods (other than vehicles) or civil wrks estimted to cost the equival ent of
$200, 000 or nore; and (iii) the first contract for goods (other than vehicles) or
civil works proposed to be awarded under the Project in each fiscal year and esti mated
to cost, in the case of goods (other than vehicles), the equivalent of $10,000 or nore
but |l ess than the equival ent of $200,000, or, in the case of civil works, less than
t he equival ent of $200,000, the procedures set forth in paragraphs 2 and 3 of Appendi x
1 to the Cuidelines shall apply.

3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Guidelines shall apply.

Section |1I. Enmpl oynment of Consultants
Part A Gener al
1 Consul tants’ services shall be procured in accordance with the provisions of the

Introduction and Section IV of the "Quidelines: Selection and Enpl oynent of

Consul tants by World Bank Borrowers" published by the Bank in January 1997 and revised
in Septenber 1997 and January 1999 (the Consultant Cuidelines) and the follow ng
provisions of Section Il of this Schedul e.

2. I n paragraph 1.10 of the Consultant’s Cuidelines, the references to the "Bank
menber countries" and "menber country" shall be deemed to be reference, respectively,
to the "Participating Countries" and "Participating Country".

Part B: Qual ity- and Cost-based Sel ection

1. Except as otherwi se provided in Part C of this Section, consultants’ services
shall be procured under contracts awarded in accordance with the provisions of Section
Il of the Consultant Guidelines, paragraph 3 of Appendix 1 thereto, Appendix 2
thereto, and the provisions of paragraphs 3.13 through 3.18 thereof applicable to
quality- and cost-based sel ection of consultants.

2. The follow ng provisions shall apply to consultants’ services to be procured
under contracts awarded in accordance with the provisions of the precedi ng paragraph.
The short list of consultants for services for inplenmentation, supervision, nonitoring
and eval uation, and accounting and auditing of the Project estimated to cost |ess than
$200, 000 equi val ent per contract, may conprise entirely national consultants in
accordance with the provisions of paragraph 2.7 of the Consul tant Guidelines.

Part C O her Procedures for the Sel ection of Consultants
1. Sel ection Based on Consultants’ Qualifications

Services for inplementation and supervision of the Project estinmated to cost
| ess than $2100, 000 equi val ent per contract may be procured under contracts awarded in
accordance with the provisions of paragraphs 3.1 and 3.7 of the Consultant Guidelines.
2. I ndi vi dual Consultants

Services for tasks that neet the requirements set forth in paragraph 5.1 of the
Consul t ant CGui del i nes shall be procured under contracts awarded to individual



consultants in accordance with the provisions of paragraphs 5.1 through 5.3 of the
Consul t ant Qui del i nes.

Part D: Revi ew by the Association of the Sel ection of Consultants
1. Sel ection Pl anni ng

Prior to the issuance to consultants of any requests for proposals, the proposed plan
for the selection of consultants under the Project shall be furnished to the

Associ ation for its review and approval, in accordance with the provisions of
paragraph 1 of Appendix 1 to the Consultant Cuidelines. Selection of all consultants’
servi ces shall be undertaken in accordance with such selection plan as shall have been
approved by the Association, and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract for the enploynent of consulting firns
estimated to cost the equival ent of $100,000 or nore, the procedures set forth in
paragraphs 1, 2 and (other than the third subparagraph of paragraph 2(a)) and 5 of
Appendi x 1 to the Consultant Guidelines shall apply.

(b) Wth respect to each contract for the enpl oynent of individual
consultants estimated to cost the equival ent of $50,000 or nore, the qualifications,
experience, terns of reference and terns of enploynent of the consultants shall be
furnished to the Association for its prior review and approval. The contract shall be
awarded only after the said approval shall have been given.

3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Consultant Guidelines shall

apply.
SCHEDULE 2
| mpl erent ati on Program

1. NWFP shal |, not later than Septenber 30, 2001, establish, and thereafter
maintain, a PPC, with ternms of reference, composition, staffing and other resources
satisfactory to the Association.

2. NWFP and FATADC shall, not |ater than December 31, 2001, obtain PPC s approval
of an overall framework, satisfactory to the Association, for the selection of schenes
including, inter alia, criteria for:

initial screening and area targeting;

informati on dissem nation and denmand pronotion;
screening and identification of schenes;

basel i ne surveys and informati on system

di stributary environmental and social assessnent;
mobi | i zation and fornmation of FGs/ FWJAs;

scheme i nvestment planning and inpl enmentation;
capacity buil di ng/strengthening;

moni tori ng and eval uation; and

institutional inplenmentation arrangenents.

NSNS AN AN AN AN
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3. NWFP and FATADC shall, not later than March 31 in each year, furnish to the
Associ ation, for its review and concurrence, a draft annual plan of Project
activities, including a work program and proposed budget, for the next follow ng

Fi scal Year, all as approved by the rel evant PPC.

4. NWFP and FATADC shall ensure: (a) that construction works under the Project wll
be carried out in accordance with design criteria and specifications satisfactory to
the Association; and (b) that, in particular, the distributary/mnor canals included
in the Project will be rehabilitated to achieve sufficient capacity to deliver their
full discharge entitlenent determ ned on the basis of their share of the diversions at
the head of the mmin canal conmand system over the previous ten years.

5. NWFP and FATADC shall ensure that no: (a) distributary/mnor canals, water
storage tank schemes, minor irrigation schenes, denonstration centers, offices for
FOs/ FWJAs, canal service roads and any other activities involving | and acquisition



shall be included in the Project without prior approval of the Association; and (b)
such acquisition shall be carried out on a voluntary basis in accordance with the
princi ples and procedures previously agreed with the Associ ation.

6. NWFP and/ or FATADC shal |l ensure that:

(a) as a condition for obtaining assistance for renovation of a watercourse
under Part B.1 (a) of the Project or for inprovenment of a distributary/mnor canal
under Part B.2 of the Project:

(i) in a canal commanded area within the pilot AWB areas, the farners
of such area will have: (aa) formed an FO at the
di stributary/m nor canal |evel; (bb) acting through such FO
reached agreenent with FIDA for the operation and mai ntenance
(&M of the facilities on which the particular Project works are
to be carried out; (cc) established that such FO has functioned
wel | and operated and nmintai ned such facilities effectively for a
m ni nrum peri od of one year thereafter; (dd) established that such
FO has the technical capacity to participate in the carrying out
of the particular Project works; and (ee) acting through such FO
reached agreenent with FIDA for the carrying out of the particul ar
Project works and for sharing the costs thereof in accordance with
the provisions of paragraph 8 of this Schedul e;

(ii) in a canal commanded area outside the pilot AW areas, the farmers
of such area will have: (aa) fornmed an FWJA at the
distributary/mnor |level with the functions, powers and
obligations specified for FWJUAs in the Annex to this Schedul e 2;
(bb) acting through such FWJA reached agreement with Fl DA or
FATADC, as the case may be, for the operation and nai ntenance
(&M of the facilities on which the particular Project works are

to be carried out; (cc) acting through such FWJA reached agreenent

with FI DA or FATADC, as the case may be, for the carrying out of

the particular Project works and for sharing the costs thereof in

accordance with the provisions of paragraph 8 of this Schedul e;

and
(iii) for a distributary/ m nor canal, an environnental and soci al
assessnment has been nmde; and

(b) as a condition for obtaining assistance for construction of a water

storage tank and associ ated works under Part B.1(c) of the Project or for carrying out
a local/mnor irrigation schenme under Part B.4 of the Project in any other area for
whi ch an environnental and social assessnment has been nade, the farners of such area
will have: (i) forned a fully functioning WJUA at the |evel of the particular Project
works; (ii) established that such WUA has the technical capacity to participate in the
carrying out of the particular Project works; and (iii) acting through such WJA
reached agreenent with OFWM Directorate or FATADC, as the case may be, for: (aa)
sharing the costs of the particular Project works in accordance wth the provisions of
paragraph 8 of this Schedule; and (bb) for the carrying out of the particular Project
wor ks and the operation and mai ntenance (Q&\V) of the facilities on which the
particular Project works are to be carried out.

7. NWFP and FATADC shall ensure that:

(a) in respect of any works for renovation of watercourses and construction
of water storage tanks and associ ated watercourses carried out under the Project, the
farmers concerned will be required to contribute, through their respective WJAs, all
of the skilled and unskilled |abor, together with at |east 25% equival ent in val ue of
the materials required for such works up-front;

(b) in respect of any PLL works carried out under the Project, the farmers
concerned will be required to neet 100% of the cost of such works;

(c) in respect of any works carried out under the Project for
rehabilitation/inprovenent of distributary/ mnor canals |ocated within pilot AWB
areas, the farmers concerned will be required to nmeet up-front, through their FO, at
| east 10% of the cost of such works;

(d) in respect of any works carried out under the Project for
rehabilitation/inprovenment of distributary/mnor canals |ocated outside the pilot AWB



areas, the farnmers concerned will be required to pay, through their respective FWJAs,
at |l east 10% of the cost of such works in 10 equal installnents payable sem annually
over a period of 5 years along with the water charge (abiana) paynents;

(e) in respect of any works for carrying out local/nminor irrigation schenes
under the Project, the farmers concerned will be required to neet up-front, through
their respective WJAs/ FWJAs, at |east 20% of the cost of such works; and

(f) in respect of all works, priority will be given to watercourses, water
storage tanks, distributary/ mnor canals, and local/mnor irrigation schenes |ocated
in the poorer regions with greater nunmber of small |and hol dings.

8. NWFP and FATADC shall ensure that representatives of any FOQ FWJA parti ci pating
in the carrying out of any Project works, and in the operation and nai ntenance (Q&W
of the facilities on which such works are to be carried out, will be invited to

participate in the procedures for inviting and eval uating bids and awardi ng contracts
for the procurenent of civil works and materials for such Project works.

9. NWFP and FATADC shall ensure that: (a) a Financial Manual, satisfactory to the
Associ ation, will be devel oped and adopted by the OFWM Directorate and FATADC,
respectively, not later than October 31, 2001; and (b) a conputerized Project
Accounting and Managenent Informati on System satisfactory to the Association, will be
made fully operational by the OFWM Di rectorate and FATADC, respectively, not |ater
than June 30, 2002.

10. NWFP and FATADC shall ensure that:

(a) procurement docunentation and record keeping systems, all satisfactory to
the Association, will be devel oped and adopted by the OFWM Di rectorate and FATADC,
respectively not later than Decenber 31, 2001; and

(b) key procurement staff of the OFWM Directorate and FATADC, respectively
will be identified, trained in the Association’s procurenment procedures and designated
as focal points for procurenent for the duration of the Project, all not later than
Decenber 31, 2001.

11. NWFP and FATADC shal |l cause surveys to be carried out every six nonths, to
determine the prevailing market prices of construction materials used in the

i mprovement of watercourses and construction of water storage tanks and associ at ed
wat er cour ses under the Project.

12. NWFP and FATADC shal | :

(a) mai ntain or cause to be nmaintai ned policies and procedures adequate to
enable themto nonitor and eval uate on an ongoi ng basis, in accordance with indicators
satisfactory to the Association, the carrying out of the Project and the achi evenent
of the objectives thereof;

(b) prepare or cause to be prepared, under terns of reference satisfactory to
the Association, and furnish to the Association, by January 31, 2004, reports
integrating the results of the nonitoring and evaluation activities perforned pursuant
to
paragraph (a) of this Section, on the progress achieved in the carrying out of the
Project during the period preceding the date of said reports and setting out the
measures reconmended to ensure the efficient carrying out of the Project and the
achi evenent of the objectives thereof during the period follow ng such date; and

(c) review with the Association, by March 31, 2004, or such later date as the
Associ ation shall request, the reports referred to in paragraph (b) of this Section,
and, thereafter, take all neasures required to ensure the efficient conpletion of the
Proj ect and the achi evenrent of the objectives thereof, based on the concl usions and
recommendati ons of the said reports and the Association’s views on the matter.

Annex to SCHEDULE 2

Powers and Functions of
Federati ons of Water Users Associ ations

FWUAs shall actively participate, along with NAFP Provincial Irrigation
Department (PID)/NWP Irrigation and Drai nage Authority (FIDA) oror FATADC, as the
case may be, in the inprovenent, operation and mai ntenance of distributaries/m nor
canals located within their jurisdictions, and to that end, shall be:



(a)

aut horized, inter alia, to:

(i) make recomendati ons and requests to Pl D/ FIDA oror FATADC, as the
case may be, with regard to such matters as: (aa) the distribution

of water into a distributary/ mnor canal on a denmand or fixed

delivery basis; and (bb) the construction of facilities including

bridges, regulators, drop structures, and new mnor canals on a
cost-sharing or other basis

(b)

(ii) enter into contracts with PID/FIDA oror FATADC, as the case may
be, for the supply of canal water on a flat rate basis at the
outlet level, or on a volunetric rate basis at the
di stributary/mnor canal level, as provided in the relevant cana

rul es, or any other basis acceptable to the Association, instead

of the crop rate basis comonly used for this purpose, and for

collecting and payi hg water charges at the agreed rate;

(iii) represent their nmenbers on issues and problens relating to a
di stributary/mnor canal or nore than one distributary or the
whol e canal ; and

(iv) generally represent their nenbers in various foruns, particularly
gover nment departnments including PlID FIDA FATADC and NWP

Agricul ture Departnent, and serve as a channel of communication

bet ween such nenbers and such departnents; and

obligated, inter alia, to

(i) obtain the approval of their menbers before committing or
undertaking or participating in any major capital expenditures or

i mprovenents;

(ii) obtain the approval of the relevant canal officers before
undertaking or participating in any inprovenment schenes, and carry
out such schemes under the supervision of such officers

(iii) mintain financial records and m nutes of neetings; and

(iv) adopt by-laws and rul es of operation.



