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BASTC AGREFMERT DEMLEN THE GOVERN:EHT OF THE

RINGDONM OF BLUTAL

ALy
1THE UNITID NATIONS CAPITAL DEVELOEMENT FUND

WHEREAS the Urited Nations Capital Levelopment rfuned (hercinaflter referred

to as the "UNCDI'") was cstablished by the General Assembly of the United
-~ . L

Mations to provide assistance to developing countries in the ¢evelopment of
their cconomics by supplementing existing sources of capital assistance by
neans of grants and loang directed towards the aclhiievement of the accolérated
and self-sustainad growth of the ecenories of those countries and oriented
towards the diversitication of their cconomics, wvith cue regard to the need
for incustrial evelopment as a basis for econonic and social progress
(hereinafter 1cferrea to as the UneDl "ASSISTNICE") 5

WHEREAS the Government of the Kingcom of Bhutan (hereinafter referred to
as the "GOVEKRMNLET") may cecide to request such ASSISTANCE from the UNCLE;

WHEREAS the ULCLI and the GUVEKINGENT consider it useful at tois time to
record the general terms and conditions under which such ASSISTANCE could be
provided by the UCET to the GOVERD MITIT

ROW THEREFOLN the COVERMGSLELY and the UNCL) (hereinafter roferred to as
the "PARTIESY) have entered into this BASIC AGREELFDT in a spirit of friendly

co-operation,
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Article I

Scope of this BASIC AGREEMINT

1. This BASIC AGRLEMENT embodies the general terms and conditions under
which the UNCDF could provide ASSISTANCE L5 the GOVERIMENT for its development
activities, an-l shall apply to each project (hereinafter reoferred te a3 the
"PROJECT") for which the ASSTSTANCE is provided.

2. The description of the PROJECT and the specific terms zand condditicns for
financing the PPOJECT, including‘gbe undergskings and.responsibilities (uith
respect to carrving out the PROJECT, furnishing of funds, supplies, cquipment,
s¢rvices or other aszistonce) of the Government, the UNCDF, and such centity or
entities vhich may be desianated, shall be set forth in a project aarcement or
other»instrumont (heroinafter referred to as the "PROJECT AGEEEMTNTY) to be
signed Ly the PARTIFS and, as nay be arprobriatc, by an ontity or entities

designated in the PROJECT AGRETMENT.
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Article 11
Provision of ASSISTNNCL
1. ABSISTALCE chall be provided by the UNCDF only in responge to a request

submitted by the COVERNUINT and approved Dy the UNCDF. "The ASSISYTANCE shall
be mace available to the GOVERMAEHT in accordance with the agplicable
resolutions anu cdecisions of the competent'United Nations organs and UNCDF
executive authorities, subject te the availability ol thc necessary funds to
the UNCDL.

2. Requests for ASSISYALCE shall be presented by the GOVERLMELT to “he UNCDE
through the Resicent Co—ordinatdgﬂof éhe United Natiéﬁs system for the Kingdom
of Bhutan; or the Resident Representative of the United Lations bevelopment
Programme (hereinafter referred to as the "UNDP") for the Kingdom of Thutan,
or such other autiiority as may be designatec by the UNCDF. Such requests
shall bhe in the forp and in accordance viti procedures estallished by the
UhCLF.  The WICET and the appropriate autherities ol the Government shall,
hevever, norwally communicate through the kesident Co-ordinator or Kesident
Pepresentative ir cennexion with tne provision of the ASSISTALGE.  The
COVERLIZIENT shall provide the UNCLF with all appropriate facilitiec and
relevant intcrwation to appraise the reguest, incluaing an expression of its
intent as regards Judgetary, personncl or otlier support to the PROJLECT [ron
its own resources.

3. On the UNCLF's approval of a request Lor ASSISUANCE and after a PrOJECY
AGREMIENT has been cntoered into, the ULICHYE shall open on its hooks a seporate
project accounl (hercing fev reforred to as Lo TACCOENTY ) tor the provigion
of .%Llch ASSISW/NCE.  Dishursement shall be mode f[rom the ACCOUMT by the
authorized peroon or entity specified in the PROJECT AGRELMINT and ehall lhe

adninistered in accordance with this BASIC AGREFMENT and the PROJECT AGREVMENT.
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4. Disbursziient from the ACCOUNT shal® be made in such currencies as the
URCLE may from time to tine select and shall be in accordance with the
schedule ot dishursenents tet out in the PROJLCT AGREEALNY.  Whenever it is
necessary to cetermine the valuce of one cutrency in terws of another, such
value shall be geterrincee at the United Mations operational rate of exchange
in effect on the date such uetermination is made.

5. The conditions precodent to dishursemcgt from the ACCOUNT and the date by
which such conditions are to be satisfied shall be set-forth in the PRGJIECY
AGREEMENT. The UICDI' may, upon notification to the GOVLRMMENT, declare the
ASSISTANCE to be null and void if such cenditions are not satisfied on or
before the cate set forth in the PROJECT AGKEE LT,

6. Netwithstanding any other provision of this BASIC AGREEMENT, no
disbursement shall be nade from the ACCOUNT in respect of:

(1) any cemritment or expenditure nade by or on behalf of the GOVERMIENT
prior to the cate of signature of the PROJEUT AGRELFMENT, unless
otherwvise proviced in the PROJECY ACREEMLIVL.

(i1) payronts for tires, fees, dutios or levies, or other charqes imposed
unqicr tho lawe ol the Kingdom of Bhutan on the purchasc, sale or
trunsfer of goods or services, or on the irportation, manufacture,
procurerment, supply or ownership thercof.

7. Upon completion of the PROJECT or in case of its termination under
Article VI of this BRSTC AGREEMENT, any urutilirzed rortion of the ASSISTANCE

shall revert to the gencral resources of the UNCDFE.



=7 -
Article III

Utilization of ASSISTANCE

1. The COVERMMENT shall be responsib.ie for the PROJICT and the realization
of the objectives of the PROJSECT, as decscribed in the relevant FROJECT
AGREEMENT, including the prompt provision of such funds, facilities, services
anc other resources as mav be required for the PROJECT.

2. The GOVERMMENT shall carry out the PROJECT or shall ensure that the
PROJECT will be carried ocut through the entity or entities mutually agreed
upon by the PARTIES and cesignated for thg;_purpose in the PROJECT AGRIEMENT.
The GOVERMMINT shall ensure that ™fhe PROJECT will he darried out with due
diligence and efficiency and in confcrmity with appropriate acdministrative,
technical and financial practices. The Government shall exert its best
cfforts to make the rost effective use of the ASSISTANCE and shall ensure that
the ASSISTARNCE, including all goods and services financed out of its proceecs,
is utilized exclusively for the purpose for which it was intended.

3. Any changes to be made with regard to the utilization of the ASSISTAICE
or to the scope of the PROJECT shall be mutually aqgreed upon by the PARTIES.
The PARTIES shall also make every effort to cc-ordinate the ASSISTANCE with
assistance, if any, from other sources.

4. Procurement of goods and services, financed out of the proceeds cf the
ASSISTANCE shall be carried out through the entity or entities designated for
that purpose in the PROJECT AGREEMENT, in acccrdance with the UNCDF
guidelines. All such procurement shall also be subject to procedures
acceptable to the UNCDF as may be set forth in the PROJECT AGREEMENT and shail
be on the hasis of compstitive bidding unless otherwise exceptionally agreed
oy the UNCDF. Any seivice charge relating to such procurement by the entity
or entities designated in the PRCJECT AGREEMEMT shall be met from the proceeds

of the ASSISTANCE.



C -e-

5. All goods, including vehicles and equipment, financed out of prcceeds of
the ASSISTANCE shall belong to the UNCDF unless and until such time as
cwnership thereof is transferred, on terms and conditions mutually agreed urncn

between the PARTIES, to the CGOVERMMENT or to a&n entity nominated by it.

€. The GOVERMHENT shall cause all goods, including vehicles and ecuipment,

Fh

financed out of the proceeds of the ASSISTANCE, to be insured cainst all
risks including but not limited to fire, theft, damage by improper hanéling,
weather, and cther causes, during the transit, delivery to the site,
installaticn and use of such cceds and acuipnient, Vehicles and other movable

eguipment shall additionally Le insured against collisien damage and third

party liability., The terms anc ég;ditions of such iﬁgﬁrance shall ke
consistent with sound commerciasl practices and shall cover the full delivery
value of the goods ancé equipment. Such terms and conditicns shall provide for
the prcceeds of the insurance of imported uoods to be pavable in a fully
ccnvertible currency. Any insurance proceeds shall be credited to the ACCOUNT
and shall in 2ll respects beccme subject to ané part of the funds governed by
the PROJECT AGREEMINT.

7. Except as otherwise agreed by the UNCDF, the GOVERMMENT shall not create
or permit to be created any encumhrance, mortgage, pledge, charge or lien of
any xind onv th2 gocds, including vehicles and eguipment, financed out of the
proceeds of the ASSISTANCE provided, however, that this paragraph shall not

apply to any lien created at the time of purchase solely as security for the

payment of the purchase price of such geoods.



Article IV

Co-operation and Information

1. The PARTILES shall co-operate fully to ensure that the purpose of the
ASSISTANCE chall be acconplished, 7o this end they shall exchancge views and
information with regard to the progress of the PROJECT, the expenditure of the
proceeds of the ASSISTANCE, the benefits Jerived therefrom, the implementation
of respective oblications, and other natters relating to the ASSISTANCE,

2. The GOVIERNMENT shall furnish the UNCDF such relevant reports, mags,
reccrds, statements, documents and other inforration as the UNCDF nmay request
cencerning the PROJSECT and any programme cfuactivity_to which the PECJZCT is
related. The GOVERIHMENT shall enable the UNCDF represantatives to have ready
access to PROJECT sites, to the goods and services financed out of the
prcceeds of the ASSISTANCE and to ail cocuments and records pertainirg theretc.
3. The UNCDr shall keep the GOVERMMENT infermed of the performance of the
UHICDE responsibilities under this EASIC AGRLTAZNT or the PROJECT AGREEAENT.

4. The GOVERIMINT chall maintain separate records adequate to show the
status of the ASSISTANCE received from the UNCDF and the progress of the
PROJECT (including the cost thereof), and to identify the goods and services
financed out of the proceeds of such ASSISTANCE, and shall have such records
aucdited annually, in accordance with sound ané consistently applied auditing
principles, by auditors acceptable to UNCDF. (If necessary, independent
private auditcrs acceptable to UNCDF may be retained for a PROJECT and may,
upen agreement of UNCEF, be paid out of the procceds of the ASSISTANCE.) The
GOVIERIMENT shall furnich to the UNCDF such rececrds and the report of the audit

thereof not later than six months after the close of the financial year to

which tile audit relates.
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5. The GOVERMMENT shall, upcn ccmpleticn or termination of the PROJECT and
in consultation with the entity or entities designated in the PROJECT
AGREEMENT, prepare a final statement covering the total allocaticn of the
ASSISTAKCE to the PROJECT and expenditures from the ACCOUNT. The final
statement shall be audited in accorcance with the provisions of paragraph 4 of
this Article and transmitted to the UNCDF with the auditor's certificate,
within six months after the date of ccmpletion or termination of the PRCJECT.
6. The COVERMNMENT shall, subsequent to the completion cf the PROJECT, make
available to the UNCDF, at its reguest, informaticn as to henefits derived
frem the activities undertaken under the PROJECT including information

- - ‘e
necessary for evaluation of the PROJEICT or for evaluetion of the ASSISTANCE,
and shall-consult with and permit inspection of the PROJZCT by the UNCDF for
this purpose.
7. The GCVERMMENT and the UNCDF shzll promptly inform each other of anv
condition which interferes vith, or threatens to interfere with, the progress
of any PROJECT or any programme or activity to which the PROJECT is related;

the accomplishment of the purpcse ot ASSISTANCE or the performance Ly the

PARTIES of their obligations under this BASIC AGREEMENT or the PROJECT
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Article V

Privileges, Immunities and Facilities

The provisions of Articles IX (Privileges aml Immunities) and X
(Facilities for execution of assistance) of the Basic Assistance Agreement
of 14 July 1978 between the UNDP and the GOVERNMENT shall apply
Mmutatis mutandis to matters covered by this BASIC AGREEMENT, including

matters covered by a PROJECT AGREEMENT.
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Article VI

Sucpension or Terminatieon of ASSISTANCE

1. The UNCDF ray, by written nctice and after consultation with the
GOVERIMINT, suspend the ASSISTENCE to . PROJECT if, in its judgment: (a) any
circumstance arises which interferes with or threatens to interfere with the
effective utilization of the ASSISTANCE or the accomplishment of the purpese
of the PROJECT; or (b) continuation of the ASSISTANCE would not serve the
purpose for which it was intended. The UNCDF mav, ir such written notice,
indicate tie conditions under which it is prerared te resume its ASSISTANCE
to the FROJZCT. If anv situation referraé to in (af or (") ahcwve continues
fer a period specified in such notice, or in anv subsecuent notice, then at
any time after the expiration of such period and if such situatior shculd
centinue, the UNCDF nay by written notice to the COVERIMMENT terminate the
ESSISTANCE ¢ the PROJECT.

2. The provisicnz of this Article shall he without prejudice to anv cther

rights or reredies tha UNCDF may have in the circumstances whether under

]

general principles of law or otherwise. No delay in exercising or omitting to

2
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exercice any rignht or remedy available tc the UNCDF, under this BASIC
AGREEMENT or otherwise, shall be construed as a waiver thereof.
3. The PARTIES ray by mutual agreement suspend cr terminate, in wholc or in

part, the ASSISTANCE to a PROJECT.




drticle VII

Settlement of Disputes

1. Any dispute between the UNCDF and the GOVERMUENT arising out of or

relating to this BASIC AGREEMENT or a PROJECT AGREEMENT which is not settled

by negotiaticn or other agreed mode of settlement shall be submitted to
arbitration at the request of either PARTY.
2. Zach PARTY cheall appoint one arhitratcr, and the twe arsitrators so

appointed shall appoint a third, who shall be the Chairman. IS wi

days of the request for arkitration either PARTY has not aprpointed an

arbitrater or if within fifteen davs of the  appointment of two arbitrators the
- . L

thiré arbitrator has not been aprointed, either PARTY may request the

President 6f the International Court of Justice to appoint the arbitrator or

the Chairman as the case mav be.

3. The procecdure of the arbitration shall be fixed by the arbitrators and

the expenses of the arbitration shall be borne by the PARTIES as assessed by

the arbitrators. 7The arbitral award shall contain a statement of the reasons

on which it is based and shall be accented by the PARTIES as the final

adjudication of the dispute.




1. This BASIC AGREEMINT shall enter into force upon cignature and shall
centinue in force until terninated uncoer paragraph 3 Selow.
2. Loig =aSIC AGRILULNG maw e nodified by written ag

rianRT IZS Lach PARTY ghall

ive rull ang sympathetic censicoration tec any
ARTY uncer this paragragh.

. Thie Z2151C AGRELIINT ray be terminated by either PARTY by written notice

’

tc the othar and shail terrminete sixty davs after receipt of such notice.

G, Jie colicaticns assurec oy the Pru TIES under this BASIC AGREERIXT snall
. S

strvive the termingtion of this BASIC AGRFLMAEST to the extent necessarv to

SRsure m:é work clready undertzhen znd conmitrents entered into rursuant to

this LASIC AGRILLLNT and the related PPCITC. AGRFENINTS are hroucht o 3

catisfactory ccnelusicn, ané to ersure orderly withdrawzl of the cerscnnel,

funds arn< rroperty ©f the United laticrz (including the UNCDE), the

Specializel Acencies or the IREA, or perccncs performing services on their

cenalf uncer this LISIC AGRELMEN1T

Iis WITHISS WHEZREOF the undersigned, duly appointed representatives of the

~Ilooidy ara tne ULIVIED AT IONS CAPITAL DEVELORINT FUND rec cpectively, have

» v

CnoLcader ol the YARTILS sicned the present oisIC AGRLEMLIC.

Line in wee corndez in Enclisgh at Ynimphu this ...0h .. day
Jees TS50 . nﬁ(lf"rf]ga

2 Ay "

For the Government of the For t’.g-'le T\‘I "L‘i“}rﬁq s
LY g AN n \ . = "'l‘ 1--‘— —— l‘:D

KINGDOM ©F BHUTAN CAPTI] V/VF;‘ T Ny E
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