MEMORANDUM OF UNDERSTANDING
BETWEEN THE GOVERNMENT OF THE UNITED STATES OF AMERICA,
AND
THE GOVERNMENT OF ARMENIA, THE REGIONS OF LORI AND SPITAK,
AND THE CITIES OF GUMRI, VANADZOR, STEPANAVAN AND SPITAK
Earthquake Zone Recovery Program to meet the immediate shelter needs of those affected by the

1988 earthquake

ARTICLE 1. SUBJECT
The Government of the United States of America, acting through the U.S. Agency for International Development ("US AID"), and the Government of Armenia ("GO A"), acting through the Ministry of Urban Development, in cooperation with the Shirak and Lori regional governments and the cities of Gumri, Spitak, Stepanavan and Vanadzor, hereinafter referred to as the Parties, wish to cooperate in a mutual effort to provide adequate permanent housing for people living in temporary or inadequate shelter because of the 1988 earthquake. USAID wishes to furnish and the Armenian Parties to this agreement which are named above wish to receive in-kind assistance for this purpose under a program known as the Earthquake Zone Recovery Program described herein. Accordingly, the Parties have concluded the present Memorandum of Understanding, hereinafter referred to as the "MOU", to set forth their understandings with respect to their undertakings in support of the stated purpose. This MOU is not intended to effect an obligation of funds by USAID.
ARTICLE 2. UNDERTAKINGS OF THE PARTIES
2.1      The U.S. Government, through USAID, wishes to furnish to the Armenian Parties in-kind assistance for providing permanent shelter to households affected by the 1988 earthquake, over a period of approximately two years from the date of this MOU or such date as the Parties may agree upon in writing. The nature of the assistance and coordination between the Parties is more fully described in Annex 1 to this MOU.
2.2      In the event USAID furnishes assistance described above, the Armenian Parties undertake as follows:
1. The GOA shall provide co-financing of at least 30 million Armenian dram within the term of this MOU for the implementation of the Earthquake Zone Recovery Program. Such co-financing shall be used to issue additional GOA-financed housing certificates and/or housing improvement grants;
2. They shall, within their respective competencies, secure all governmental approvals necessary for the implementation of the Program designed by this MOU;
Page 1 of 10
3. Each shall designate a primary governmental counterpart for coordination with USAID on program implementation and agreement on specific program parameters, empowering that counterpart with decision-making authority;

4. The cities which are parties to this agreement shall ensure that temporary shelters made vacant as a result of this program within the areas under their control are demolished and removed from the sites, and the GOA shall provide support for the implementation of this activity.

5. They shall actively coordinate related activities of the Armenian Parties and other donors to maximize program impact by encouraging the co-location of building reinforcement, new construction and other urban renewal activities on the same sites selected for inclusion in the Earthquake Zone Recovery Program;

6. They shall maximize the transparency of their actions taken under this MOU, including holding, and making open to the public, formal Armenian governmental meetings on the development of the earthquake zone and providing information to the public on this program, to the maximum extent permitted under Armenian law; and

7. They shall provide all necessary support and assistance as required to USAID and the USAID partners responsible for implementing this program during the program timeframe, within their respective competencies and authorities.

ARTICLE 3. STANDARD PROVISIONS

3.1      Relation to Framework Bilateral Agreement: In-kind assistance furnished by USAID pursuant to this MOU is considered United States assistance within the scope of the Agreement between the United States of America and the Government of the Republic of Armenia Regarding Cooperation to Facilitate the Provision of Humanitarian and Technical Economic Assistance, signed December 15,1992, and is subject to the terms and conditions of that agreement, including provisions relating to exemptions from taxes and customs duties exemptions.

3.2      Third Party Instruments and Availability of Funds: In order to provide the in-kind assistance described above and in Annex 1, USAID may enter into such contracts and other instruments with public and private parties as USAID deems appropriate. All undertakings of the U.S. Government pursuant to this MOU are subject to the availability of funds and to further agreement between USAID and such public and private parties, regarding the provision of in-kind assistance. This MOU is not intended to effect an obligation of funds by USAID.

3.3      Compliance with U.S. Law and Regulations: USAID shall obligate, commit and expend its funds and carry out operations pursuant to this MOU only in accordance with the applicable laws and regulations of the United States.

3.4 Title to and Use of Property: Unless otherwise directed by USAID, title to all property furnished by USAID shall be in the GOA. Any property furnished by USAID and titled to the GOA shall be used effectively for the assistance purpose described above and, upon completion of
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the assistance, shall be used so as to further the objectives of the assistance. If property furnished by USAID and titled to the GOA is used for purposes other than those agreed upon by the Parties, under circumstances which could reasonably have been prevented by appropriate action of the GOA, the GOA shall, upon USAID's request and election, return such property or refund the amount disbursed for such property in U.S. dollars.

3.5      Records, Audit and Inspection: The Armenian Parties shall maintain or cause to be maintained, as appropriate, records relating to the assistance adequate to show use and receipt of assistance furnished pursuant to this MOU. Records shall be maintained for a period of three years after assistance has been furnished. The Armenian Parties shall afford authorized representatives of USAID, or their designees, the opportunity at all reasonable times to inspect the site of the assistance and records relating to the assistance.

3.6      Exchange Rate: If funds are introduced into Armenia by USAID or any public or private agency for purposes of carrying out obligations of USAID hereunder, the GOA will make such arrangements as may be necessary so that such funds shall be convertible into currency of Armenia at the highest rate which, at the time the conversion is made, is not unlawful in the country.

3.7      Publicity: The Armenian Parties will give appropriate publicity to the assistance as a program to which the U.S. Government has contributed.

3.8      Information and Implementation Letters: the Parties shall provide each other with such information as may be needed to facilitate provision of the assistance and to evaluate the effectiveness of this assistance. In addition, USAID may from time to time issue implementation letters to provide additional information on matters discussed in this MOU. The Parties may also use jointly agreed letters to confirm their mutual understandings with respect to implementation of this MOU, including changes in elements of Annex 1. Implementation letters shall not be used to amend the text of the MOU.

3.9      Authorized Representatives: The Parties shall be represented by those holding or acting in the offices held by the signatories to this MOU. Each Party may, by written notice, to the other, identify additional representatives authorized to represent that Party for all purposes other than executing formal amendments to this MOU. Each Party shall notify the other, in writing, of changes in its authorized representatives.

3.10    Amendment and Modification: This MOU may be amended or modified by written agreement of the Parties. Elements of Annex 1 may be changed by written agreement of the Parties without formal amendment of this MOU.

3.11     Suspension and Termination: (A) Suspension. In the event:

(i) Any of the Armenian Parties fails to comply with any provision of this MOU;
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(ii) USAID determines that an extraordinary situation has occurred which makes it improbable either that the purpose of the MOU will be attained or that any of the Armenian Parties will be able to comply with provisions of the MOU; or

(iii) USAID determines that continuation of assistance would result in a violation of U.S. law or regulations,

USAID may, at its option, take steps to suspend, in whole or in part, provision of assistance under this MOU and provide written notice of its actions to the Armenian Parties. In the event of partial suspension, such notice shall specify affected activities. If, after sixty (60) days from the date of such notice, USAID determines that the cause or causes for suspension have not been corrected, USAID may terminate assistance and provide written notice of its action to the Armenian Parties.

(B) Termination. Either Party may terminate this MOU, in whole or in part, by giving the other Party thirty (30) days written notice. In the event of partial termination, such notice shall specify affected activities. Termination of this MOU will terminate any responsibilities of Parties to provide financial or other resources for this activity, except for payments which they are committed to make pursuant to noncancellable commitments entered into with third parties prior to the termination of this MOU. Obligations of the GOA set forth in Section 3.4 above relating to use of property furnished under this MOU shall remain in force after termination. In addition, upon such termination, USAID may, at USAID's expense, direct that title to goods furnished hereunder be transferred to USAID if the goods are from a source outside Armenia, are in a deliverable state and have not been offloaded in ports of entry of Armenia.

3.12    Assignment: The Armenian Parties agree, upon request, to execute an assignment to USAID of any cause of action which may accrue to any of the Armenian Parties in connection with or arising out of the contractual performance or breach of performance by a party to a direct U.S. dollar contract with USAID financed by USAID in connection with this MOU.

3.13    Nonwaiver of Remedies: No delay in exercising any right or remedy accruing to a Party in connection with this MOU will be construed as a waiver of such right or remedy.

3.14    Language. This MOU is prepared in both English and Armenian. In the event of ambiguity or conflict between the two versions, the English language version will control.

3.15    Effective Date: This MOU shall be effective on the date of signing by both Parties.

In witness whereof, the Parties, each acting through their duly authorized representatives, have caused this MQU to be signed in their names and delivered as of this 7th  day of May, 2001.

Keith Simmons, Mission Director
David Lokian, Minister

U.S. Agency for International
Ministry of Urban Development

Development
Government of Armenia
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_______________________

Felix Pirumian, Governor

Shirak Region

_______________________

Henrik Kochinyan, Governor

Lori Region

_______________________

Vardan Ghukasian

Mayor of Gumri
_______________________

Samvel Darbinian

Major of Vanadzor
_______________________

Hamlet Sardarian

Major of Spitak
_______________________

Roman Sardarian
Major of Stepanavan
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Annex 1

Nature of Assistance

I.
The Parties agree to complete the program as described in section ffl below to complete these activities to the extent they are supported by USAID in-kind assistance. Provision of in-kind assistance is subject to the terms and conditions of this MOU.

The Earthquake Zone Recovery program is designed to meet the immediate shelter needs of those affected by the 1988 earthquake through the use of housing certificates and housing improvement grants, and within the context of an overall comprehensive and integrated approach to redevelopment in the area. The goal of the program is to provide permanent and adequate housing to at least 4,000 households in the regions affected by the 1988 earthquake, as one component of a comprehensive GOA plan for redevelopment of the Lori and Shirak regions.

By the end of this two-year program, the Parties seek achievement of the following results:

>  At least 4,000 households in temporary or inadequate shelter because of the 1988 earthquake will be provided with adequate permanent shelter in Armenia with access to water, sanitation and electricity services through the use of housing certificates or housing improvement grants; and

>  Housing provision or upgrading under this program will have taken place as part of a comprehensive and coordinated plan for the redevelopment of the Shirak and Lori regions, and result in the clearing of temporary shelters from participating urban areas.

The Earthquake Zone Recovery Program has the following three inter-related components:

Program Component I: Planning for Redevelopment: Through the provision of technical assistance, the program will support the Armenian Parties in developing urban redevelopment plans and policy. The program will assist the Armenian Parties in selecting priority regions for development and economic reconstruction, the coordination of donor and other efforts in the area for maximum possible impact, and the development of plans for land use and public asset disposition.

Program Component II: Provision of Housing Certificates to Clear Urban Land: Through the use of housing certificates, permanent adequate housing will be provided to approximately 3,000 urban households in the regions affected by the 1988 earthquake.  As a result of the destruction and removal of a corresponding number of temporary shelters by local authorities, this is expected to clear a significant amount of land in urban areas for more productive uses, and begin to change the image of the area as a disaster zone.

Program Component III: Housing Improvement Grant Program: This program will pilot a
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new mechanism to provide grants for housing rehabilitation, improvement or completion. Individual households in rural areas, urban condominium or other homeowner associations and individual urban households will be eligible to receive grants. Approximately 1,000 households located in the regions affected by the earthquake are expected to benefit from this component.

Pursuant to Standard Provision 3.2, US AID intends to enter into a contract for the implementation of the Earthquake Zone Recovery Program.

Based on program performance, availability of funds, and other factors, US AID may expand the Earthquake Zone Recovery to cover the needs of up to an additional approximately 3,000 households, separate from those outlined above.

USAID and the Armenian Parties shall mutually agree on the following programmatic issues:

1.        The value of certificates shall be established based upon current local real estate prices and other factors to be mutually agreed between USAID and the Armenian Parties.

2.        The procedure for determining beneficiaries for each program component shall be mutually acceptable to the Parties. Beneficiaries are expected to be selected based on their geographic location. Based on specific approval of USAID and the relevant Armenian parties, the program may also include a limited number families living in public assets or other locations which are not within the geographic areas targeted by this program. Beneficiaries located outside of the selected geographic areas must meet all other program eligibility criteria, and shall be specifically approved on a case by case basis by USAID and the relevant Armenian parties.

3.        Under the housing certificate component of the program, certain neighborhoods will be selected for participation in the program. Once a neighborhood has been chosen, all households living in temporary or inadequate shelter in the defined boundaries of the neighborhood who have not had their shelter needs addressed through other means and are living in temporary or inadequate shelter due to the 1988 earthquake shall be entitled to a certificate. Certificate recipients shall have the freedom to select from the Armenian market the apartment or home to which they wish to re-locate.

4.        Recipients of housing certificates shall be entitled to the cash difference between the cost of the home being purchased and the value of the certificate, if the value of the certificate is greater than the price of the home. Recipients shall be entitled to finance from other sources the difference between the cost of the home being purchased and the value of the certificate, if the value of the certificate is less than the price of the home.

5.        Operational issues for the Program such as the transfer of title to property, and the

verification requirements for certificate redemption and the use of housing improvement grants shall be developed by USAID's partner(s) in coordination with the Armenian Parties.

6.        The local authorities of the cities which participate in this program, under the supervision
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of their respective mayors, are responsible for removing and destroying all temporary shelters which are vacated as a result of this program. To ensure safe and environmentally sound disposal of debris and to prevent erosion due to site run-off, the local authorities shall ensure that the destruction and removal of temporary shelters is conducted in accordance with program procedures agreed upon by both Parties, and within agreed upon program timeframes. The GOA shall provide needed support for the implementation of this activity.

7.         During the course of this program, a public information campaign targeted towards beneficiaries, potential home sellers and other relevant groups shall be developed and implemented by USAID's parmer(s) in coordination with the Armenian Parties.

8.         The Armenian Parties will collect and make available to USAID and its partner(s)

information on the number of households re-housed and the number of temporary shelters destroyed as a result of all other GOA and other donor assistance programs in the region. This information shall be provided on a yearly basis, and will be used by USAID to contribute to overall monitoring of the impact of the Earthquake Zone Recovery Program.

II.       Chronology

The Parties commit themselves to take the following actions, with respect to the activities described in section I:

1.        The Armenian Parties shall secure all required governmental approvals for the Earthquake Zone Recovery Program before program implementation begins.

2.        The Armenian Parties shall discuss and concur in the selection of geographic locations for participation in this program. The Armenian Parties shall cooperate fully in identifying suitable locations for the implementation of this program. Initial sites for the housing certificate and housing improvement grants component of the program shall be selected prior to the end of June 2001.

3.        The GOA shall provide detailed information to USAID on the buildings selected for

reinforcement in 2001 prior to program implementation beginning in May 2001. Detailed information on buildings selected for reinforcement in 2002 shall be provided by the GOA to USAID as soon as it is available, but not later than December 2001.

4.        The GOA shall provide access to USAID to the approved GOA plans for the redevelopment of the earthquake zone as soon as they are completed.

5.        The Armenian Parties shall discuss and concur in the materials produced for the public

information activities of the program. The initial public information plan will be completed in June 2001.
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9.

The Armenian Parties shall discuss and concur with USADD in the procedures for implementation of the Earthquake Zone Recovery Program, including, among other details, the establishment of the value of housing certificates and the value of housing improvement grants, the mechanism for implementing the housing improvement grant program, and the processes used to ensure that temporary shelters are removed when a housing transaction is completed.

The Armenian Parties shall develop procedures for addressing the housing needs of those households who are located on a site selected for inclusion in this program, but who are not eligible to receive a housing certificate or housing improvement grant. This plan shall be developed by the end of June 2001 and discussed with USAID.

The Armenian Parties shall develop procedures for privatizing units in the earthquake zone that have not participated in previous privatization efforts. The Armenian Parties shall ensure that these procedures are well-publicized and clearly explained to potential beneficiaries. These procedures are expected to start by May 2001.

USADD and the Armenian Parties shall review program status on a monthly basis starting in September 2001, and discuss any modifications that need to be made in program design or implementation.

The chronology may be adjusted pursuant to the procedure for modifying this Annex. Unless specifically stated otherwise in a modification document, an adjustment to one element shall not postpone fixed deadlines established in the following elements.
III.     Coordination

The Parties will act to support activities undertaken pursuant to this MOU, recognizing, however, that provision of US AID in-kind assistance is subject to the terms and conditions of the MOU. Each Party acknowledges that regular communication regarding the status of any activity primarily the responsibility of that Party is essential to the accomplishment of the purpose of this MOU. In particular, the Parties agree that they will keep each other informed with respect to meeting the items in Section n and will promptly inform each other when it becomes likely that a deadline will not be met, so as to permit timely adjustments where appropriate.

On behalf of USAID, the Director of the Office of Democracy and Social Reform shall be the primary representative for this activity. On behalf of the Armenian Parties, the Deputy Minister of the Ministry of Urban Development shall be the primary representative for this activity.
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AMENDMENT NUMBER TWO MEMORANDUM OF UNDERSTANDING

BETWEEN 
THE GOVERNMENT OF THE UNITED STATES OF AMERICA

AND
 THE GOVERNMENT OF THE REPUBLIC OF ARMENIA

The Parties to the Memorandum of Understanding signed May 7, 2001, and amended May 31, 2002, wish to amend the MOU and Annex 1 as follows:

1. The Parties wish to extend the U.S. Government, through US AID, in-kind assistance for providing permanent shelter to households affected by the 1988 earthquake for a third year (in accordance with any third-party instrument, provided for under Article 3.2 Standard Provisions, of the May 2001 MOU). This Amendment does not effect an obligation of funds

by USAID.

2. The Parties wish to expand the Earthquake Zone Recovery Program to cover the needs of up to an additional approximately 3,000 households, separate from those outlined in the original and amended MOU and Annex 1.

In witness whereof, the Parties, each acting through their duly authorized representatives, have caused this amendment to the MOU to be signed in their names and delivered as of this 6th day of November, 2002.

________________________________


_____________________________

Keith E. Simmons, Misson Director
David Lokian, Minister
U.S. Agency for International Development                          of Urban Development

Government of Armenia

_______________________

Felix Pirumian, Governor

Shirak Region

_______________________

Henrik Kochinyan, Governor

Lori Region

_______________________

Vardan Ghukasian

Mayor of Gumri
_______________________

Samvel Darbinian

Major of Vanadzor
_______________________

Vanik Asatrian

Major of Spitak
_______________________

Sarkis Gharakeshishyan

Major of Stepanavan
_______________________

Yurik Yengoyan

Village Head of Gugark

_______________________

Artsrun Igityan

Village Head of Akhuryan
