




















ATTACHMENT 2 

FIXED AMOUNT REIMBURSEMENT 

A Fixed Amount Reimbursement Agreement (FARA) is a USAID assistance mechanism 
whereby a host government is reimbursed by USAID for the successful completion of specified 
activities in accordance with previously agreed upon specifications or standards. The amount of 
reimbursement is fixed in advance based upon reasonable cost estimates reviewed and approved 
by USAID. 

USA ID has successfully employed the FARA mechanism in an array of projects worldwide. 
They arc most appropriate for low cost, short-tenn projects (generally two years or less), or 
projects which can be made divisible into segments small enough to enable the completion of 
subprojects or quantified clements of work within the project. 

Set forth below are the USAID requirements for F ARAs. 

A. General: 

F ARA financing is a form of project assistance under which the amount of reimbursement is set 
in advance, based upon cost estimates approved by USAID. As a prerequisite for utilization of 
the FARA mechanism, USA ID is required to ensure that the recipient organization has: 

I) sufficient qualified staff and experience to effectively implement projects that employ the 
F ARA mechanism; 

2) sulTicicnt financial resources to finance all projects which are the subject of a F ARA; and, 

3) a procurement system in place that can effectively execute procurements for the required 
services, including construction services, as morc fully described in subparagraph c., below. 

Each project to be financed under a FARA under this Implementation Letter will be the subject 
of a written FARA agreement under which USAID project funds will be used to reimburse the 
GOP, FATA Secretariat , or other implementing organization for satisfactori ly completed 
clements of work. Subprojects or quantified elements of work should be self-sustaining units 
(Le., have independent, stand-alone value) that will be useful and desirable in their own right, 
regardless of whether other subprojects or elements of work are completed. 

The total amount of the USAID reimbursement under a FARA agreement shall be fixed in 
advance based upon reasonable cost estimates reviewed and approved by USAJD and upon the 
satisfactory, physical completion of an agreed upon project or subproject or a quantifiable 
element of work within the project. This means that USAID reimbursement under a FARA shall 
not be based on actual costs incurred by the implementing organization. As USAID 
reimbursement is based upon satisfactorily completed projects, subprojects, or quantifiable 
element of work within the project rather than actual costs, saving from the estimated costs 
amount set forth in the FARA will accrue to the implementing organization. 



Correspondingly, if unforeseen cost increases are encountered by the implementing organization 
under a project, subproject or a quantifiable element of work within the project, these costs will 
be borne solely by the implementing organization. 

B. Design and Engineering Supervision: 

An independent engineer or engineering firm will be used to, among other things, monitor 
construction projects to ensure that the work meets the required technical specifications, assist 
the implementing organization with project design and development of technical specifications, 
if nceded, and provide certifications of completion for F ARA projects, subprojects or quantified 
elements of work. 

The implementing organization shall notify USAID and the engineer of the completion of each 
project, subproject, or quantified element of work. As noted above, the engineer will inspect and 
provide the implementing organization a certification of completion for satisfactorily completed 
projects, subprojects, or quantified elements of work, as a condition precedent to reimbursement. 
The engineer will provide USAID with a copy of all certifications. If work is not completed 
satisfactorily, the engineer will immediately notify the implementing organization or the basis of 
the decision, with a copy to USAID. 

c. Reimbursement Method: 

The implementing organization will use its own funds to implement all projects under the 
program. USA1D reimbursement shall be based solely upon the satisfactory, physical 
completion of a project or subproject or a quantifiable element of work within a project as stated 
in the rARA. It is therefore particularly important that the implementing organization guarantee 
that the projects are implemented in accordance with agreed project design and technical 
specifications set forth in a FARA agreement. This will not only help to avoid connicts between 
USAID and/or the engineer and the implementing organization, but may also serve to avoid 
conflicts between the implementing organization and its project implementation contractors. 

Accordingly, USAID and/or the engineer, a USAJD construction management services 
contractor, will monitor project construction and conduct periodic inspections of the project to 
ensure that a project is being implemented in accordance with the agreed terms and technical 
specifications set forth in the FARA, and to facilitate final inspection and certification of 
satisfactorily completed work by the engineer. 

USAID reimbursement shall only be made following the engineer's issuance of a certification to 
the implementing organization, with a copy to USAID, stating that the work was satisfactorily 
completed. Thereafter, USA1D will reimburse the implementing organization in the amount set 
forth in the FARA for the completed agreed upon project, subproject or quantified element of 
work satisfactorily completed. 
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D. Alternative Procedure - Advance of Funds: 

From time to time there will be situations when the host country does not have the budgelto 
provide working capital on a current basis so as to permit projects/subprojects to get underway 
expeditiously. Under these circumstances, and following a thorough review of the host 
country' slrecipient' s financial position and budgetary procedures, USAID can consider 
advancing funds to permit work to begin. When reimbursement is made for completed 
subprojects, USAlD will deduct a pro rata amount from each payment until the advance is 
completely worked ofT with final reimbursement. All other criteria and procedures set forth for 
fixed amount reimbursement will apply. 

E. FARA Construction Services Procurement Requirements: 

USALD is required to determine that the implementing organization has sound procurement 
procedures and systems in place capable of managing required procurements, and that free and 
open competition procedures arc in place and fo llowed in accordance with established policy. 

F. Additional FARA Criteria: 

1. The completion datc ofa project shall be specified in thc FARA and shall not extend beyond 
the date specified in the Implementation Letter. Subprojects or quantified clements of work shall 
be se lf-sustaining units, as outlined in Subparagraph A, above. 

2. Linkage to the Quick lmpact Projects in the South Waziristan Agency (the "Activities") as 
described for the Activities in Attachment I, "Program Description." 

3. The implementing organization shall afford authorized representatives of USAID (and its 
designees) the opportunity at all reasonable times to audit or inspect activities financed under the 
FARA agreement, the utilization of goods and services financed by USA ID, and the books, 
records and other documents relating to the F ARA agreement. 

3 


