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2KR : Second Kennedy Round / Grand Aid for the Increase of Food Production / Grant Assistance for

Underprivileged Farmers / !

ADB : Asian Development Bank /

CAN : Calcium Ammonium Nitrate /

DAC : Development Assistance Committee /
E/N : Exchange of Notes /

FAO: United Nations Food and Agriculture Organization /
FAOSTAT : FAO Statistical Databases/ FAO
FOB : Free on Board /

GDP : Gross Domestic Product /

JICA : Japan International Cooperation Agency /
JICS : Japan International Cooperation System /
MCA : Millennium Challenge Account /

MCC : Millennium Challenge Corporation /

MD : Minutes of Discussions /

MDGs : Millennium Development Goals /

NGO : Non-governmental Organization /

PRSP : Poverty Reduction Strategy Paper /

RESCAD: Rural Enterprise & Small-Scale Commercial Agriculture Development Project /

UNDP : United Nations Development Programme /

USAID : United States Agency for International Development /
WEFP : United Nations World Food Programme /

WHO : World Health Organization /
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1 Ministry of Agriculture

Mr. Samvel Avetisyan First Deputy Minister

Mr. Tigran Petrosyan Deputy Minister

Mr. Aram Mikayelian Head, Service and Supply Department

Mr. Andranik Petrosyan Head, Foreign Relations and Marketing Department
Mr. Vladimir Manyujan Head, Department of Subsidy

Mr. Vazdan Gushchian Head, National Inspection of Agricultural Machinery
Mr. Mamikon Gasparyan Head, Melioration Department

2 Ministry of Finance and Economy

Mr. Vahe Y. Jilavyan Head, Department of Management of Obligation to the State
Budget
Mr. Karen M. Tovmasyan Head, Division of Grants, Targeted loans, Transferable bills

3 Ministry of Foreign Affairs
Mr. Mnatsakan Safaryan Head of North East and South Asia Division

Asia, Pacific and Africa Department

4 FAO ( )
Mr. Armen Sedrakyan Information System Consultant
EC-FAO Food Security Information for Action Programme
Global Information and Early Warning System (GIEWS)
Workstation
Mr. Vahan Amirkhanyan Agronomist
5 WFP ( )
Ms. Liana Kharatyan Programme Officer
Ms. Sirarpi Daguessian Programme Assistance
6) UNDP
Ms. Narine Sahakyan Portfolio Manager



7) World Bank
Mr. Artavazd Hakobyan
Mr. Gagik Khachatryan

8 USAID (

Mr. John L. Caracciolo

Operations Analyst, Agricultural & Environment

Director, Agriculture reform support project implementation unit
state institution/ Rural Enterprise and Small-Scale Commercial
Agriculture Development (RECAD) Project

Micro, Small & Medium Enterprise Development Advisor

Economic Restructuring & Energy Office

9 NURNUS Limited Liability Company  2KR

Mr. Ashot Ghazaryan

10) AGROHOLDING (
Mr. Armen Khechoyan
Mr. Armen Galstyan

11) GALOPER ( )
Mr. Vladimir Akopov
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Mr. Robert Sizakamiyan
Mr. Shaen Hakobjan

Mr. Parkev Egazarijan
13 NGO

Mr. Vanik Sogomonyan

Mr. Stepan Y. Margaryan

14)

Director

General Director

Deputy Director

Deputy Director General

Bardadzor village, Martuni district, Gegharkunik region
Vardenik village, Gegharkunik region
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President, Republic of Armenia National Union of Farmers
Dr. of Science, Professor of Armenian State Agricultural

University
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GDP
GDP 2-1
20%
2-1 GDP GDP
( 10 ADM)
2002 2003 2004 2005 2006
GDP GDP | (%) | GDP | (%) GDP | (%) | GDP | %) | GDP | (%)
1,230.6 1476.9 - 1,748.1 - 2,054.3 - 2447.0 -
319.5 26.0| 349.8 23.7 4311 247 4215 205 4735| 194
256.9 209 | 3132 21.2 366.3 | 21.0 4225 20.6 402.8 | 16.5
172.2 140| 2554 17.3 297.2 17.0 4874 | 237 7115] 291
150.8 12.3| 1853 125 2223 | 127 245.1 11.9 2805 115
83.6 6.8 95.7 6.5 113.8 6.5 124.6 6.1 156.0 6.4
247.6 20.1| 2775 18.8 3174 | 182 353.2 17.2 4227 173
GDP (%) 20.0% 18.4% 17.5% 19.1%
ADB Key Indicator 2007
2-2
46%
GDP 20
2-2
1,000
2002 2003 2004 2005 2006
3221.1 3211.3 3214.0 3217.5 3221.0
(%) 64.2 64.2 64.2 64.1 64.0
(%) 35.8 35.8 35.8 35.9 36.0
1,106.4 1,107.6 1,081.7 1,097.8 1112.4
500.8 509.0 507.1 505.7 512.4
(%) 45.3 46.0 46.9 46.1 46.1

ADB Key Indicator 2007
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90 1,000m 1,800m
11.4 318mm 562mm
1,200m
®)
2-3 297  km? 72%
15% 38%
34%
Millennium Challenge Account MCA 146
5
2-3
(1,000ha) (%)
2974.3 100
1. 2,129.6 72
452.9 15
27.3
127.5 4
1,125.0 38
396.9 13
2. 150.5 5
3. 373.0 13
4. 321.2 11
2-4 5
39 2006 18



2-4

1,000ha
2002 2003 2004 2005 2006
305.6 314.6 325.2 331.8 310.2
191.9 200.8 206.8 209.6 182.4
) 120.1 127.9 128.7 132.0 107.7
30.5 32.3 35.7 34.4 33.1
20.2 23.1 22.3 22.5 22.4
39.6 42.8 53.6 53.7 55.2
234 15.6 6.8 11.6 17.1
Food Security & Poverty
4
2-5 2006
2004 2006
4 3 5
2-5
2004 2005 2006
(1,000ha) | (1,000t) | (v/ha) | (1,000na) | (1,000t) | (t/ha) | (1,000ha) | (1,000) | (t/ha)
206.8 456.9 221 209.6 396.2| 1.89 182.4 212.5 117
(128.7) (291.6)| (227) (132.0)] (258.4)| (L.96)| (107.7)| (146.5)| (1.36)
35.7 576.4 16.15 34.4 564.2| 16.40 331 539.5| 16.30
Food Security & Poverty
2-6 2-7
2006 2t
3 3 100
8 40 1.5t

43%



2004 2005 2006
(ha) (1,000t) | (t/ha) (ha) (,000t) | (t/ha) (ha) (1,000t) | (t/ha)
343 11 321 255 0.7 2.75 212 0.6 2.83
10,211 231 226 10,226 21.3 2.08 9,421 134 142
11,383 40.0 351 11,580 40.1 3.46 8,322 26.8 3.22
17,259 515 298| 17,059 50.4 295| 11,434 321 2.81
16,060 35.8 2.23 17,416 375 215 20,130 19.3 0.96
12,294 20.8 1.69 12,145 206 1.70 9,382 104 111
10,173 19.5 192| 12,017 18.1 151 7,741 5.3 0.68
26,123 54.7 2.09] 26,792 323 121| 22,253 255 1.15
15,836 328 2.07 15,808 24.6 1.56 12,955 9.3 0.72
2,500 39 1.56 2,472 3.0 121 1,434 0.7 0.49
6,523 8.4 1.29 6,205 9.8 158 4,369 31 0.71
128,705 291.6 2.27| 131,975 258.4 1.96| 107,653 146.5 1.36
Food Security & Poverty
2-7
(1,000ha) | (1,000 ha) )
16 19 119
54.6 211 39
274 274 100
43.2 49.8 115
80.9 31 4
421 7.6 18
37.8 12.8 34
79.8 154 19
43.8 5.6 13
16.3 44 27
25.4 4.8 19
452.9 153.9 34
2006 1.36 t/ha 2005
1.96 t/ha
2005 24% 16% FAO
FAOSTAT

2.58 t/ha 2005
2.32t/ha 2005
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2004 2005
8%
2006
2-8
1,000
2004 2005
37.9 202.4 84.0 260.6]
291.6 576.4 258.4 564.2
4103 1.6 332.8 0.9
739.8 780.4 675.2 825.7
508.8 179.3 466.1 213.3
95.9 102.2 95.1] 122.6
11.7 95.4 10.7 112.1
38.5 142.9 39.5 137.8
0.9 0.0 0.3 0.3
84.0 260.6, 63.5 239.6
739.8 780.4 675.2 825.7)
(%) 41.6% 99.7% 43.7% 99.9%
Food Security & Poverty
®)
1
1,000 1,500 100 150
1991 1992 1995
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10ha

1991
90% 1991
8.3
2006 2-9
11,523 79%
1,198 85%
3,093 205
2-9
() (%)

685 454 66 55 50 91
1,231 912 74 179 140 78
1,362 1,061 78 36 32 89
1,725 1,419 82 65 57 88
2,618 2,135 82 288 266 92
1,645 1,242 76 109 9% 87

726 562 77 85 81 9%
1,587 1,326 84 298 242 81
1116 884 79 mn 143 84

789 717 91 39 32 82
1,132 811 72 78 60 77
14,616 11,523 79 1,403 1,198 85

3
NURNUS
1992

8 2004
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GALOPER
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2006 43 5
5
10ha UNDP
145HP 72,000US$
80HP 30,000US$
15,000US$
3blade 1,000US$
2-2
€Y
WHO 1 1
2,232
1
1

2004 12,467AMD (25.0US$) /2005  13,266AMD (29.3US$)
2004 19,373AMD (38.9US$)/ 2005 20,289AMD (44.9US$)

2-10
2005 2004 48% 1.8%
53% 2.5%
2-10

%
2004 2005
6.4 346 4.6 29.8
75 36.4 53 30.7
6.1 29.2 36 239
9.2 439 72 37.8
44 317 32 283

Social Snapshot and Poverty in Armenia 2006
2-11 35

14



1988 2005 42.5%
2-11
%
2004 2005
6.1 29.2 3.6 239
5.6 354 31 323
6.4 32.7 74 309
6.6 36.0 3.8 316
45 419 2.9 36.8
45 313 5.8 288
9.2 39.3 8.7 345
104 48.8 4.3 425
5.9 36.5 2.3 28.9
4.1 28.9 18 19.2
3.3 305 3.8 25.8
6.4 34.6 4.6 29.8
Social Snapshot and Poverty in Armenia 2006
PRSP 2-12
2-12
1.300m 1,300m-1,700m 17,000m
39.0 26.0 35.0
42.35 54.93 57.99
16.37 24.86 28.28

Integrated Survey of Living Conditions 1998/99
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2-13 1ha 46.6%
1 5ha 48.1% 5ha 5.3%
1lha
2-13
1lha 5ha 5ha
(%) (%) (%)
54 79.4 14 20.6 0.0 0.0 6.8
17.2 46.4 17.9 48.2 2.0 54 37.1
214 43.2 25.3 51.1 2.8 5.7 495
23.3 46.3 24.3 48.3 2.7 54 50.3
21.4 46.4 22.3 48.4 24 5.2 46.1
15.0 47.0 15.1 47.3 1.8 5.6 319
174 46.3 18.2 484 2.0 5.3 37.6
13.0 46.3 13.6 48.4 15 53 28.1
59 46.5 6.1 48.0 0.7 55 12.7
51 46.4 5.3 48.2 0.6 55 11.0
114 46.5 11.8 48.2 13 5.3 245
156.5 46.6 161.3 48.1 17.8 53 335.6
(€))
PRSP
2001 3 0.466 0.583
1 1.37ha
3 0 1 0
1

16



€Y)

&)

PRSP

2003-2015

2003

PRSP

2004-2015
PRSP 2004

17

(PRSP)

PRSP

2006



2015 1990 70%
2003 2005 47.9% 21.0%
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3 2KR

3-1
2KR 1996 2001
24.4 2KR 3-1 2000
3-2 2KR

3-1 2KR

1998 1999 2000 2001 2003 2005

E/N
11.0 3.1 4.0 3.2 2.0 11 24.4

JICS

3-2 2KR 2000

45
45
45
45
4WD) 45
15880 t

28

28

2000

28
28
4WD) 28

2001

9783 t
36
36

2003 36

4WD) 39

2550t

4WD) 11

2005 5

362| t

JICS
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€Y)

2KR 3-3
lha 18.8% 30.2% 2005
3-3
No.
1 1.7 t/ha 2.02 t/ha 18.8%
2 12.6 t/ha 16.4 t/ha 30.2%
2KR
3-4
2KR
30%
20% 300AMD/liter 2KR
lha 3,000AMD 1,500AMD
30 50%
2t/ha 30% lha
66,000AMD
3-4
2KR
60HP 60HP
1 (ha/day) 1.25ha 1.625ha
lha (liter) 45 35
2KR
140HP 140HP
1 (ha/day) 3ha 5ha
lha (liter) 25 20
(%) 30%-50% 5%-10%

20

2KR
600kg
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4-1
41 2KR
B/A
NURNUS
4-2
4-2 2004 2007
1,000 US$
2004 2005 2006 2007
513,867.3 754,541.7 993,390.0 1,449,501.2
594,318.4 862,155.9 1,161,633.1 1,651,962.1
10,944.2 9,563.4 22,576.5 34,817.3
6,479.4 3,996.8 9,904.6 15,825.4

25




2004 5.9 2006 11
2007 16
2004 1 2006 2 2 2007 5
4
4-3
@
8
2
8
1,400
2KR
4-3
(%) (%)
37 48 )
1 2300 712 @) 37 27
3 7 (46 )
2 2000 712 @) 35 30
37 (36 )
3 2600 7 12 @) 37 27
37 57 )
4 1900 712 @) 30 28
37 (57 )
5 1950 712 @) 45 28
3.7 (39 )
6 2000 7 12 @) 35 28
37 (33 )
7 1800 7 12 (@3 ) 30 29
37 42)
8 1400 7 12 @9 ) 30 26
3 5 )
9 1200 37 @8 ) 9 40
3 62 )
10 1000 3 7 (24 ) 15 42
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FAO FAOSTAT 2005
40 22
12 2 2-4
2002 2006 60
®
1
4-4
4-4
4WD 80 60 1
60 1
60 1
125 20 2
20
1991 2
2KR
2KR
2KR
2005 2KR 60 85-100
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2005
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( ) 2001
2KR
40 2005 2KR
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125 2005
1998  2KR

28

2007



2007
1,059 8,589
4-5
4-5
a (ha)* 137,705 841,790
b (halday) 3.00 1.25
c (day) 40 70,
d (ha) bxc 120 88
e ald 1,148 9,620
f 1,059 8,589
g e-f 89 1,031
20 60
* 5
JICS
)
10
8
1ha 2KR
2KR
2KR
2007
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2005

2
4-7 2005 2KR
© = ®-
® ®) @
28
CAN 2007/3/7 352.6 0 324 .6] NURNUS 2007 10
0
2007/5/7 5 2% 0
1
2
3
2007/2/7 11] 1 0
1
3
JICS
2KR NURNUS
NURNUS
2KR
2KR
2KR NURNUS
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165,594,000 AMD
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2KR
NGO
2007 9
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30 336AMD/$
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NGO
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2005 2KR

lha 35,000AMD
2,100
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4-8

34

(AMD) E/N
AMD/ | FOB (AMD)
AMD/$ | IPY/$ Py
2001* | 572.10 | 131.20 436 T7% 658,097,002 661,249,009] 100.5%| 2002/3/6 | 2006/3/5
2003* | 562.89] 108.62 5.18] 35.0% 239,568,378] 238,485,823] 99.5%]| 2004/3/22| 2008/3/21
2005 | 451.00f 117.31 3.84] 50.0% 138,347,546 75,973,000 54.9%| 2006/3/9 | 2010/3/8
20
4-9
2006-2007 1,300ha
10,000
36km




4-9

(AMD)
2002 2003 307,500,000
2002 2003 17,000,000,
2002 2003 25,500,000
2003 2003 270,000,000
2004 2004-2005 254,000,000
2004 2004-2005 246,000,000
2005 2005-2007 583,200,000
2005 2005-2007 399,750,000
2007 2007-2008 ( ) 399,308,000
2006 2008 79,548,422
2007 2008 399,980,000
2007 2008-2009 399,404,179
JICS
4
2003 2KR
2003
2005 2KR
CAN 2007 10
®)
NURNUS
2005
CAN
JICA
2KR
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1. 1%

BHEER

; MINUTES OF DISCUSSIONS
ON THE STUDY ON THE JAPAN’S GRANT ASSISTANCE PROGRAM
FOR UNDERPRIVILEGED FARMERS
IN THE REPUBLIC OF ARMENIA

- In response to a request from the Government of the Republic of Armenia for
the Grant Assistance Program for Underprivileged Farmers for Japanese fiscal year
2007, the Government of Japan decided to conduct a study and entrusted the study to
the Japan International Cooperation Agency (hereinafter referred to as “JICA™).

JICA sent to the Republic of Armenia a Study Team (hereinafter referred to as
“the Team™), which is headed by Ichiro Mimura, Rural Development Team, Project

Management Group III, Grant Aid Management Department, Japan International

- Cooperation Agency, and is scheduled to stay in the Republic of Armenia from

September 4, 2007 to September 19, 2007.

The Team held a series of discussions with the officials concerned of the
Government of the Republic of Armenia and other stakeholders.

As a result of discussions and field survey, both parties confirmed the main

items described in the ATTACHMENT.

Yerevan, September 18, 2007

:ffzﬂ/%’ W

7

Ichifb MIMURA Tigran PETROSYAN
Leader Deputy Minister
Study Team Ministry of Agriculture

Japan International Cooperation Agency The Republic of Armenia



ATTACHMENT

1. Procedures of 2KR

1-1. The Armenian side understood the objectives and procedures of 2KR explained by
the Team, as described in ANNEX-1.

1-2. The Armenian side will take the necessary measures for smooth implementation of
2KR as described in ANNEX-I

2. System of 2KR for Execution

2-1.The Responsible and Implementing Organization for 2KR is the Mlmstry of
Agriculture (MOA).

2-2 Distribution System is as described in ANNEX-II.

3. Target Area(s), Target Crop(s) and Requested Item(s)

3-1. Target area of 2KR in fiscal year 2007 are 8 provinces (Shirak, Lori, Tavush,
Aragatsotn, Kotayk, Gegharkunik, Vayots Dzor and Shunik) in Armenia. The
priority will be given to socially non-protected farmers inhabited in the mountainous
and pre-mountainous regions and affected by natural disasters.

3-2. Target crops of 2KR in fiscal year 2007 are wheat and potato.

3.3. After discussions with the Team, the items described in ANNEX-III were finally

requested by Armenian side.

4. Counterpart Fund
4-1. The Armenian side confirmed the importance of proper management and use of
Counterpart Fund, and explained the executing system as follows;
a. Deposit system:  Please refer to ANNEX-IL
b. Responsible organization: MOA/ Ministry of Finance and Economy (MOFE)
¢. MOA submits the quarterly statement of account of the fund to the Embassy of
Japan.
d. MOA reports the “Utilization Program” of the fund to the Embassy of Japan.
4-2. The Armenian side agreed to introduce external auditing of for proper management
and use of the Counterpart fund.

4-3. The Armenian side promised to give priority to projects aimed at the development
of small-scale farmers and poverty reduction for the use of the Counterpart Fund.
4-4. The Study Team informed that the Japanese side will request the Armenian side to
deposit in Armenian currency all the proceeds from the sales and lease of the
Products, the amount of which shall be equal to or more than a half of the FOB
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value of the Products.



5. Monitoring and Evaluation

5-1. The Armenian side agreed to hold a meeting between Japanese side twice a year
including the Committee to monitor the distribution and utilization of procured
items.

5-2. The Armenian side explained that MOA implement the monitoring on utilization
and the Goods procured under 2KR with NURNUS.

5-3. The Team explained that the importance of the Monitoring and Evaluatlon of 2KR
and requested to further strengthen the Monitoring and Evaluation System. The

Armenian side agreed to strengthen the Monitoring and Evaluation.

- 6. Other relevant issues

6-1. The Armenian side agreed to continue giving wider opportunities for
stakeholders to participate in formulating and planning in order to implement the
2KR.

6-2. The Armenian side agreed to continue wider publicity for 2KR and the
counterpart fund project.

6-3. The Armenian side agreed that the Japanese side would publish the study report
to the public in Japan and relevant organizations.

6-4. The Armenian side explained that the target group would be farmer’s groups /
village communities in the target area, which consist of underprivileged farmers.

6-5. The Armenian side understood the concept of the dual strategy for 2KR
explained by the Japanese side.

6-6. The Armenian side expressed that they continue to make the every effort to
deposit the due amount of the Counterpart Fund defined in the Exchanged of
Notes (E/N).

END
ANNEX-I Japan’s Grant Assistance for Underprivileged Farmers (2KR)
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ANNEX - I
Japan’s Grant Assistance for Underprivileged Farmers (2KR)

1. Japan’s 2KR Program

1) Main objectives of Japan’s 2KR Program

Many countries in the developing world face chronic food shortages. Reduced yields
due to factors such as harsh climate and harmful pests are a serious problem. A
fundamental solution to the food problems in developing countries requires, above all,
increase of food production through self-reliant efforts on the part of such countries.

To cooperate with the efforts of developing countries to achieve sufficient food
production, the Government of Japan has been extending program for the increase of Food
Production (Japan’s 2KR Program) since 1977.

2KR aims at providing fertilizer, agricultural machinery & equipment and others to
assist food productior; programs in developing countries which are striving to achieve
self-sufficiency in food.

The Government of Japan decided to focus on underprivileged farmers and small scale
farmers as a target of the 2KR program and has changed the name of 2KR from “Grant
Aid of Increase of Food Production” to “Grant Assistance for Underprivileged Farmers”
to contribute to eradication of hunger through this program more effectively.

2) Counterpart fund

A recipient of 2KR is obliged to open a bank account and deposit local currency all the
proceeds from the sales and lease of the procured equipment & materials, the amount of
which shall be equal to or more than a half of the FOB value of the procured equipment &
materials in principle within a period of 4 years from the date of the signing of the E/N
(Exchange of Notes). The fund is called the "2KR counterpart fund" and it is to be used
for the purpose of economic and social development, including the increase of food
production in the recipient country. In particular, prioritized usage of the counterpart fund
for assistance for underprivileged farmers and small scale farmers is recommended.
Therefore 2KR can have double benefits; through direct procurement of agricuttural input
under the grant and through the counterpart fund to support local development activities.

2. Eligible Countries for 2KR
Any developing country making efforts to increase food production in order to reach
self-sufficiency is potentially eligible to receive 2KR. The following factors are taken into

consideration in the selection of recipient countries:
1) The supply and demand of staple foods and agricultural input in the country,
2) The existence of a well-defined plan for increase of food production, and
3) The past records of Japanese grant aid in the agricultural sector.

Yl
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3. Procedures and Standard Implementation Schedule of 2KR

The standard procedures of 2KR are as follows.

1) Application (made by a prospective recipient country)

2) Study (analysis of application, involving field surveys, with findings to be compiled
as a report)

3) Appraisal and approval (appropriateness and rationale of application to be assessed
and approved by the Government of Japan)

4) Exchange of Notes (E/N are signed by the two government concerned)

5) anclusion of an Agent Agreement with the Agent and the approval of the Agent

3%{77’\'6) Tendermg and contractmg
- 7) Shipment and payment

h 8) Conﬁrmatlon “of the arrlval of goods
Detailed descriptions of the steps are as follows.

3-1.Application (Request for 2KR)
To receive 2KR, a recipient country has to submit a request to the Government of Japan.
A request for 2KR is made by filling out the 2KR questionnaire which is sent annually to
potential recipient countries by the Government of Japan.

3-2. Study, Appraisal and Approval

Japan International Cooperation Agency (J ICA) will dispatch the preliminary study
mission to countries which could be recipient country of that fiscal year. The study
includes:

1) Confirmation of background, objectives and expected benefits of the project

2) Evaluation of suitability of the project for the 2KR scheme

3) Recommendation of project components

4) Estimation of program cost

5) Preparation of a report

The following points are given particular importance when a request is studied:

1) Usage of agricultural input requested

2) Consistency of the project with national policy and/or plan of assistance for
underprivileged farmers and small scale farmers

3) Distribution plan of agricultural input requested

4) External audit system on the Counterpart Fund

5) Holding liaison meetings

6) Consultation with stakeholders in the process of 2KR



7) Prioritized usage of the Counterpart Fund for assistance for underprivileged farmers
and small scale farmers

The Government of Japan appraises the project to see whether or not it is suitable for
2KR based on the study report prepared by JICA and the results of its appraisals are then
submitted to the Cabinet for approval.

After approval by the Cabinet, the Grant Aid becomes official with: the Exchange of
Notes (E/N) signed by the Government of Japan and the Government of rccii)ient country.

3-3. Procurement Methods and Procedures after the E/N
The details of procedural steps involved after signing of the E/N and up to the payment

stage are described as follows:

1) Procedural details
Procedural details on the procurement of goods under 2KR are to be agreed upon
between the authorities of the two governments concerned at the time of the signing of the
E/N.
Essential points to be agreed upon are outlined as fotlows:
a) JICA is in a position to expedite the proper execution of the program.
b) The products and services shall be procured in accordance with JICA's "Procuremen{‘
Guidelines of the Grant Assistance for Underprivileged Farmers".
¢) The recipient government (“the Recipient™) shall conclude an employment contract
with the Agent.
d) The Recipient shall designate the Agent as the representative acting in the name of
the Recipient concerning all transfers of funds to the Agent.

2) Focal Points of "Procurement Guidelines of the Grant Assistance for Underprivileged
Farmers"
a) The Agent

The Agent is the organization which provides procurement services of products

and services on behalf of the Recipient according to the Agent Agreement with the

Recipient. In addition to this, the Agent is to serve as the Recipient's adviser and

secretariat for the consultative committee between the Government of Japan and the
Recipient (hereinafter referred to as the "Committee").

b) Agent Agreement
The Recipient will conclude an Agent Agreement, in principle within two months
after the date of entry into force of the E/N, with Japan International Cooperation
System (JICS) in accordance with the Agreed Minutes (“A/M”).
After the approval of the Agent Agreement by the Government of Japan in a



written form, the Agent will conduct services referred to paragraph c) below on behalf
of the Recipient.

¢) Services of the Agent

1) preparation of specifications of products for the Recipient.

2) preparation of tender documents.

3) advertisement of tender.

4) evaluation of tender.

5) submission of recommendations to the Recipient for approval to place order with
suppliers.

6) Receipt and utilization of the fund.

7) negotiation and conclusion of contracts with suppliers.

8) checking the progress of supplies.

9) providing the Recipient with documents containing detailed information of
contracts.

10) payment to suppliers from the fund.

11) preparation of quarterly statements to the Recipient and the Government of
Japan.

d) Approval of the Agent Agreement

The Agent Agreement, which is prepared as two identical documents, shall be
submitted to the Government of Japan by the Recipient through the Agent. The
Government of Japan confirms whether or not the Agent Agreement is concluded in
conformity with the E/N and the Procurement Guidelines of the Grant Assistance for
Underprivileged Farmers, and approves the contract.

The Agent Agreement concluded between the Recipient and the Agent shall
become effective after the approval by the Government of Japan in a written form.

¢) Payment Methods

The Agent Agreement shall stipulate that "regarding all transfers of the fund to the
Agent, the Recipient shall designate the Agent to act on behalf of the Recipient and
issue a Blanket Disbursement Authorization (hereinafter referred to as "the BDA") to
conduct the transfer of the fund (Advances) to the Procurement Account from the
Recipient Account."”

The Agent Agreement shall clearly state that the payment to the Agent shall be
made in Japanese yen from the Advances and that the final payment to the Agent shall
be made when the total Remaining Amount become less than 3 % of the Grant and its
accrued interest excluding the Agent Fee.
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f) Products and Services Eligible for Procurement
Products and services to be procured shall be selected from those defined in the
E/N and the A/M.
The quantity of each product and service to be procured shall not exceed the limits
of the quantity agreed upon between the Recipient and the Government of Japan.

g) Supplier .
A Supplier of any nationality could be contracted as long as the Supplier satisfies
the conditions specified in the tender documents.

h) Method of Procurement
In implementing procurement, sufficient attention shall be paid so that there is no
unfairness among tenderers who are eligible for the procurement of products and
services.
For this purpose, competitive tendering shall be employed in principle.

i) Type of Contract
The contract shall be concluded on the basis of a lump sum price between the
Agent and the Suppliers.

j) Size of Tender Lot
In the interest of obtaining the broadest possible competition, any one lot for
which a tender is invited should, whenever possible, be of a size large enough to
attract tenderers. On the other hand, if a possible tender lot may be technically and
administratively divided and such a division is likely to result in the broadest possible
competition, the tender lot should be divided into two or more.
If more than one lot is awarded to the same contractor, the contracts may be

combined into one.

k) Public Announcement
Public announcements shall be carried out in a rational manner so that all qualified
and interested tenderers will have fair opportunity to learn about and participate in the
tender. '
The tender invitation should be advertised at least in a newspaper of general
circulation or, if available, in an official gazette of the recipient country (or

neighboring countries) or in Japan.
1) Tender Documents

The tender documents should contain all information necessary to enable tenderers
to prepare valid offers for the products and services to be procured by 2KR.

I5
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The rights and obligations of the Recipient, the Agent and the Suppliers of the
products and services should be stipulated in the tender documents to be prepared by

the Agent. Besides this, the tender documents shall be prepared in consultation with
the Recipient.

m) Pre-qualification Examination of Tenderers

The Agent is permitted to conduct a pré-qualiﬁcation examination of tenderers in
advance of the tender so that the invitation to the tender can be extended only to
eligible suppliers. The pre-qualification examination should be performed only with
respect to whether or not the prospective tenderers have the capability of
accomplishing the contracts concerned without fail. In this case, the following points
should be taken into consideration:

(1) Experience and past performance in contracts of a similar kind

(2) Property foundation or financial credibility

(3) Existence of offices, etc. to be specified in the tender documents.

n) Tender Evaluation

The tender evaluation should be implemented on the basis of the conditions
specified in the tender. documents. ;

Those tenders which substantially conform to the technical specifications, and are
responsive to other stipulations of the tender documents, shall be judged solely on the
basis of the submitted price, and the tenderer who offers the lowest price shall be
designated as the successful tenderer.

The Agent shall prepare a detailed tender evaluation report clarifying the reasons
for the successful tender and the disqualification and submit it to the Recipient before
concluding the contract with the successful tenderer.

The Agent shall, before a final decision on the award is made, furnish JICA with a
detailed evaluation report of tenders, giving the reasons for the acceptance or rejection
of tenders.

0) Additional Procurement
If there is an additional procurement fund after competitive and / or selective
tendering and / or direct negotiation for a contract, and the Recipient would like an
additional procurement, the Agent is allowed to conduct an additional procurement,
following the points mentioned below:
(1) Procurement of the same products and services
When the products and services to be additionally procured are identical with
the initial tender and a competitive tendering is judged to be disadvantageous, the
additional procurement can be implemented by a direct contract with the
successful tenderer of the initial tender.
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(2) Other procurements .

When products and services other than those mentioned above in (1) are to be
procured, the procurement should be implemented through a competitive tendering.
In this case, the products and services for additional procurement shall be selected
from among those in accordance with the E/N and the A/M.

p) Conclusion of the Contracts
In order to procure products and services necessary to increase food production by
the Recipient in accordance with the E/N and the A/M, the Agent shall conclude
contracts with suppliers selected by tendering or other methods.

q) Terms of Payment to supplier
The contract shall clearly state the terms of payment.

In principle, payment shall be made after the shipment of the products and the
services stipulated in the contract have been completed..

4. Undertakings by the Recipient

The government of the recipient country will take necessary measures:

1) To ensure prompt unloading and customs clearance at ports of disembarkation in the
recipient country and prompt internal transportation therein of the goods purchased
under 2KR. '

2) To exempt the Agent and suppliers from customs duties, internal taxes and other
fiscal levies which may be imposed in the recipient country with respect to the
supply of the goods and services under the Agreement and Contracts.

3) To ensure that the goods purchased under 2KR will make an effective contribution to
the increase of food production and eventually to stabilize and develop the recipient
country's economy.

4) To give sufficient consideration to underprivileged farmers and small scale farmers
as beneficiary of the project.

5) To bear all the expenses, other than those covered by 2KR, necessary for the
execution of 2KR.

6) To maintain and use the goods procured under 2KR properly and effectively.

7) To introduce the external audit system on the Counterpart Fund.

8) To give priority to projects for small scale farmer and poverty reduction for the use
of the Counterpart Fund.

9) To monitor and evaluate the progress of 2KR and to submit a report to the
Government of Japan every year.
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5. Consultative Committee

5-1.The purpose of establishment on the Consultative Committee
The Government of Japan and the Government of recipient country will establish a
consultative committee (“Committee”) in order to discuss any matter, including deposit of
counterpart fund and its usage, for the purpose of effective implementation in recipient

country. The Committee will meet in principal in recipient country at least once a year.

5-2.The member of the Committee
1) Principal member
Principal member shall be the representative of the Government of recipient country
and the Government of Japan (Ministry of Foreign Affair of Japan or Embassy of Japan).
The number of the representatives in each Government will not be limited and not be
necessary to be equal (the representative from implementing organization of the Project in
recipient country shall be included as a member).

2) The chairman
The chairman shall be appointed from the representative of the Government of the
Recipient Country.

5-3.Other participants
1) JICA
The representative of JICA (Headquarter of JICA or JICA local office in recipient
country) will be invited to the Committee as observer and support the Government of
Japan as the organjzaﬁon of encouraging effective implementation of 2KR.

2) The Agent
The representative of the Agent will be invited to the Committee provides advisory
service to the Government of recipient country and work as the secretariat of the
Committee. The role of the secretariat will be such as collecting information related to the
2KR, preparing the material for discussion and making the Record of Discussion on the

Committee.

5-4.Term of Reference of the Committee
The subject centered on the below shall be discussed in the Committee.
1) To discuss the progress of distribution and utilization of the goods in the recipient
country purchased under the Project.
2) To evaluate the effectiveness of utilization of the product in recipient country for
food production and assistance for small scale farmer and poverty reduction.

3) In case there are some problems (especially the delay of distribution and utilization

o
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of the product and deposit of the counterpart fund), opinion exchanges for solving
such problems, progress report of implementation of countermeasures by the
recipient Government, suggestion by the Government of Japan, shall be done in the
Committee.

4) To confirm and report the deposit of the counterpart fund

5) To exchange views on the effective utilization of the counterpart fund

6) To discuss the promotion and the publicity of the projects financed by the
counterpart fund.
7) Others

6. Liaison Meeting

6-1. The purpose of establishment on the Liaison Meeting _
The Government of Japan and the Government of recipient country will establish a

Liaison Meeting in order to discuss any matter, including deposit of counterpart fund and
its usage, for the purpose of effective implementation in recipient country. The Liaison

Meeting will meet in recipient country at least once a year.

6-2. Terms of Reference of the Liaison Meeting

The subject centered on the below shall be discussed in the Liaison Meeting.

1) To discuss the progress of distribution and utilization of the goods in the recipiient
country purchased under the Project.

2) To evaluate the effectiveness of utilization of the product in recipient country for
food production and assistance for small scale farmer and poverty reduction.

3) In case there are some problems (especially the delay of distribution and utilization
of the product and deposit of the counterpart fund), opinion exchanges for solving
such problems, progress report of implementation of countermeasures by the
recipient Government, suggestion by the Japanese side, shall be done in the Liaison
Meeting. | ’

4) To confirm and report the deposit of the counterpart fund

5) To exchange views on the effective utilization of the counterpart fund

6) To discuss the promotion and the publicity of the projects financed by the
counterpart fund.

7) Others
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ANNEX-III REQUIRED ITEMS

Item Item Quantity (Units) Priority
No.

1-1 Tractor 4WD 80HP or more 60 units 1
1-2 Bottom plough 60 units ¥
1-3 Hay Baler 60 units 1"

2 Combine Harvester 125HP or mhore 20 units 2"
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(1) ADB Key Indicators 2007
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(3) FAO FAOSTAT

(4) FAO Armenia Food Security Profile
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Agricultural Sustainable Development Strategy (revised version) 2006

(6) Ministry of Agriculture R A
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(9) National Statistical Service Food Security & Poverty 2007
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(14) The Economist Intelligence Unit Country Report 2007 Armenia
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