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MEMORANDUM FOiRt THI DEVELOFMENT LOAN COMIITTTLL

SUBJECT: Management and Other Assistaonce for Reveleprnent of
Electric Fower Industry

Attached fer your rcvicw are the recomnondations for
authorization of a loan in an amcunt not to exceed i€,500,000 to
the Imperial Government of Iran, acting throuzh the ¥lan Or:anization,
to assist in financing the foreign exchange costs of Lhe services
required to establish and develop managerent, operations and training
5kills needed in the dcvelopment of the clectric power incustry in
Iran, the provisicn of feasibility and other studies that will be
necded as the development program progresses, and the provision of
cauiprent needed for the training of Iranian personnel in the
opceration and maintenance of modern generation, transmission ¢nd
distribution facilities,

This loan proposal will be consideration by the Developmeni
Lean Gtalf Committee al a meeting in the near future.

Rachel C. ilogers
Assistant Secretary
Deveclopment Lean Committee

Attschment s
carnary end Recommendat ions
lroject Analysls
Annexes I-V
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-~
IRAN

MANAGEMENT AND GTHER ASSISTANCE SOR DEVELOPMENT OF
: ELECTRIC PCWER INDUSTRY

Stmparey and Neesommen ot long

Lo Borrower:  The Burrower wostd te e Government of Iran (GOT)

acting throvgh e Plan Oeranization, The executing
acensy o wonld bt Mindatry o Water and Power,

2. Amount: $C.5 million

3. Total Estimated Cost of Frojech: The tutal cost of the project

is estimated to $10.0 milling of which $6.5 million is
the dollar cost bto be provided by the AID loan  and $3.5
milline is Bl Yocal currency cost te be provided by the
GOL from it own resources,

L. Purpose cf Froject: The loan would assist in financing the dollar
cost or management, operations, and training services
and feasinllity studies necded for the development of
the electric power industry in Iran.

5. Background:  Under Iran's Third Five Year Plan (1962-67), the
GuL is proceeding with an extensive program for the develop-
ment of the electric power sector. The program will be
continued during the period of the Fourth Five Year Plan
(L9¢2-73). A total government investment of 21 billien
rials (approximately $280 million) is provided for the
electrifoeast «on vrogram in the Third Flan and the invest-
ment under the Fourth Plan is expected to be larger,

In Meveh L9606 the GOT requested 1. S. assistance for
the electrification program. In response to this request
the U. §. oiiered to cupport the electrification program
by malking loans in an amount up to $78 million to assist
in financing the dellar costs of projects related to the
procram.  OF this amount $68 million was to be provided
Ly the Export-Import Bank and up to $10 million by AID.
In April 1965 the Export-Import Bank authorized a credit
of $20 millicn to the GOI to [inance the acquicition of
two 82.5 megawatt generating units and related spare
prarts, materials and services for the city of Tehran.
The Bank is now considering a loan application for $9
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SECTION 100.2 Price. All Eligible Ttems slnll be procured on o
“alr competitive basis. No move than reagonuble prices shall be puld tor
any Eligible Ttem. Reasonable prices shall normully approximate the lowest
competitive price for the Eligible Item procured, operutiné costs, quality,
time and cost of delivery, terms of payment and other factors conaldered.,
Prices ror Bligible Items which are procured in bulk within the United
States shall not exceed the market price prevalling in the United [tutes
at the time of purchase. Prices tor Eligible Items which are procured
in bulk outside tie United States, 1f such procwrement 1s authorized by
A.I.D., must be lower than such United States market price. All prices
shall be adjusted for comparlson purposes for differences in the cost
of trensportaticn to dlstiintlon, guality and terms of payment. The pro-
vislons of this Gection 1.0.2, other than the requirement that the price
must be reasonable, shall not apply to archiltectural, engineering, manapgement
or such other professional services ag A.I.D. may enecify In writing.

SECTION 100.3. Date ol Procurement. No zoodu or services may be

financed nerewnder which arise out of orders or contructs firmly placed or
entered Into prior to the #ligibility Date or out of orders or contracts
which provide for a shipping date later than the terminal date for

disbursements provided in Section 4.3.

NESA Std. Prov. Annex May 12, 1966
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SECTICN 100 4. Small Business Notification. In order that United

States small business shall have the opportunity to participate in furnishing
Eligible Items, Borrower, at such tlun es A-IL.D. may specify prior to ordering
or contracting for wny Eligible Item estimuted to coot more than the
equivalent of Five Tnousand United States dollars ($5,000), shall cause to

be reccived by AJI.D. such information concerning Eliglble Items as A.T.D.

may require.

SECTION 102.5. Insurance on Coods ip Translt. Except as A«l.D.

may otherwise agree in writing Borrower shall insure, or cause to be insured,
Bll gocds financed under the Loun auguinst risks inciden® to their trunsit

to the paint of their uese in tha Project. Such ingurance ghall be

issued upon terms and conditions consistent with sound cummercial practice,
shall fnsure the full value of the goads, and shall be payable in United -
States dcllars,

SECTION 100.6. Discrimination in Marine Insurance. 1If in contection

with the placement ¢ murinue insurance on shipments flinanced under Unilted
States legisiation authorizing assistance to other nuticns, the Borrower
Cqun*ry, by stu*ute, decree, rule cr regulation, favors any insurance company
of any country over any msrine insurance aogapany authorized %o do Wusiness in

aqy state of the United States, goods tinanced hereunder shall d.ring the

NESA Std. Prov. Annex May 12, 1966
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continuance of such discrimination be so insured in the United States with
a company or companies authorized to do a marine insurance business 1in any
state of the United States,

SECT10N 1G0.7. JEmploymeni. of Contract Personnel. The employment

of personnel to periowvm services under contracts financed liereunder, in

whole or 1n part, siall be subject to all applicable Unlted States legislation
and guch requirements, includlng security clearances and limitetions on the
employment of third country natlionals, ns A.I.D. may from time to time
promulgate or specify and, except as A,I.D. may otherwise direct, all such
contracts shall include provisions necessary to implement such leglslation

and requirements.

SECTION 100.8. United States Government Owned Property. To the

maximun extent consistent with the requirements of the Project, Borrower
shall utilize such Unlted States Govermment owned property of appropriate
quality as A.I.D. after consultation with Borrower may determine is availabple

for the ProJject at reasoneble cost and within a reasonable time.

NESA Std. Prov. Annex May 12, 1966
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ARTICLE 101. Covenants and Warranties Concerning the Project.

SECTION 101.1. Execution, Completion and Operation of the Pro ject,

Borrower shall:

(a) Carry out and complete the Project, with due diligence and
efficiency, providing any additional resources which may be required for
such purposes. Borrower shall camplete and carry out the Project in
conformity with sound engineering, construction, and financial practices
and in conformity with all englneering, construction or procurement
arrangements, contracts, plans, specifications and other documents or
submissions approved by A.I.D. Borrower shall obtain A.I.D. concurrence
prior to any material modification or cancellation cf any such arrangements,
contracts, plans, specifications, or other documents or submissions.

(b) Adequately maintain, repair and operate, in accordance with
sound practices, all Eligible Items and any construction or facility
resulting from their use("Projeét Facilities").

SECTION 10l1.2. Utilization of Eligibile Items. All Eligible Items

shall be used exclusively for the Project. This restriction shall apply
énly until such time us such goods can no longer be usefully employéd for

the Project or the ProjJect Facilities, provided that no goods.

NESA. std. Prov. Annex ' May 12, 1966
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SZCTION 101.5. Books and Records. Borrower shall wnintain or

cause to be maintained books of account, in accordance with accounting
principles generally scceptod as sound in the ﬁorrower Country, and

records adequate to ldentity Eligible Items and to discloge the use thereof
In the Project. Luel booky and records shall be maintatned and may be
audited for guch period and in such manuer as A.I.D. may require.

SECEION 101.6. Beports.  Borrower shall furnish A.I,D. with
such information and reports relating to the Project, Eligible Items, and
the Loan as A,I.D. may reasonusbly request. .

SECTION lOi.Y. Inspections. The authorized representatives of
A.I.D, shsll have the right at all reasonable times, whether prior to
completion or the Project or subsequent thereto, to inspect the Project
and the Project Facilitles, the utilization of all Eligible Ttems, the
books and records referred to in Section 101.5, and any other documents,
corregpondenze, memoranda or records in Borrower's possession or control
relating to the Loan or to the ProjJect. Borrower shall cooperate with
A.I.D, to facilitete such tnopections sud shall afford a reasonable
opportunity for such representatives of A,I.D. to vieit any part of the

Borrower Country for any pwpose related to the Loan.

NESA Std. Prov. Annex May 12, 1966
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(b) Favorable trends in the balance of rayments and
forelgn exchange holdings of the Borrower Country;

(c) Abil ity oI the Borrower Country to make future repay- '
ments of A.I.D. loans without interfering with the
service of debts owing to any United States Government
agency or any international organization of which the

United State: 1s a member.

NESA Std. Prov. Annex May 12, 1966
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ARTICLE 103. Remedies of A.I.D.

SECTION 103.1. Events of Default; Acceleration. If any one or

more of the following events ("Event of Default") shall occur:.
(a) Borrower shall fail to pay in full any interest or
installment of Principal when due;
(b) Borrower shall fall to comply with any other provision
contained in the Agreement or this Annex; or
(c) Any representation or warranty made by or on behalf of
Borrower with respect to obtaining the Loan or made or
required to be made hereunder is incorrect in any
material respect;
then, A,I.D., at 1ts optlon, may declare all or any part of the unrepaid
Principal to be due and payable immediately and upon any such declaration,
unleas the default is cured within sixty (60) days thereafter, such
Principal and all interest aé%rged thereon shall became due and psyable
immediately upon the expiration ;f sald sixty (60) day period.

SECTION 103.2 Termination of Disbursements; Transfer of Goods

to A.I.D, In the event that at any time:

(a) An Event of Default has occurred;

(b) An event occurs which makes it Wh&t the purposes
of the Loan will be attained’?%hﬁ‘ﬁggwer will be able
to perform its obligations hereundéfp

(c) Any disbursement would be in violation of the legislation

governing A.I.D.; or

NESA Std. Prov. Annex May 12, 1966
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(d) A default shall have occurred under any other agreement

between Borrower or any of its agenc_es and the United

States of any of its agencies;
then, A.I.D., at its ortion, may (i) decline to issue further letters cf
commitment, (ii) susrend or cuncel o.tstanding letters of commitment to
the extent thnt they have not been utilized through the issuance of
irrevocuble letters of cretit or through bank payments made other than
under irrevocuble letters of credit, giving notice to Borrower promptly
thereafter, (iii) decline to make disbursements other than under letters

of commitment; =ni (iv) thereafter cancel any undsibursed balance of the loan

SECTION 103.3 Refunds. If A.I.D. determines that any disburse-
ment 1s not supported by valid documentation in accordance with the terms
of this Agreement, or is not made or used accordance with the terms of this
Agreement, or was at the time of disbursement in violation of the legislation
governing A.I.D., A.I.D., at its option, may, notwithstanding the availabilit;
of uny other remedy provided for under this Agreement or the exercise of the
remedy provided for in Section 103.2, require Borrower to pay to A.I.D.

within ninety (90) days after receipt of a request therefor, an amount not

NESA Std. Prov. Annex May 12, 1966



A-13
to exceed the amount of such disbursements, provided that such request by
A.I.D, shall be made not later than five (5) years after the date of the
final disbursement hereunder. Except as A.I.D. may otherwise agree, any

such refund received by A.I.D. shall be applied to installments of Principal

in the inverse order of tieir maturity.

SECTION 103.4. Waivers of Default. No delay in exerciaing or

amission to exercise any right, power or remedy accruing to A.I.D, under this
Agreement shal) be constrped as a waiver of any such right, power, or remedy.

SECTICN 103.5. Expenses of Collection. All reasongble costs incurred

by A.I.D. (other than salaries of its staff) in connection with the collection
of any refund, or, after an Event of Default has occurred, in connection with
the collection of any amounts due under this Agreement may be charged to Borrower

and shall be reimbursed to A.I.D. in such manner as A.I.D. may epecify.

NESA Std. Prov. Annex May 12, 1966
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AGREEMENT made and entered into as of the aay of
13573, Yelween tie INPERIAL COVEARNMENT OF IRAN ('Morrower'),
acting throagh the PLAN OQRGANIZATION, and the UNITED STATES OF

AMIRICA, acling throush the Apency for International Development (‘AL O,

ARTICLE L THE LOAN

SECTION 1.1. The Loan Zi.5cct to the teris ona conditions of
this A recoicat, AT o, agrees to lead to Derrawer pursuant to the Fereign
Assistanee Act of 1051, as cmended, an ! Borrower agrees to Lorrew rron.
A L. up to Six Aillion Yive tuadired Thouwsan i Unitei Stiles Lollars
(+3,390,000) (the "Looau') for the dnite. btates Dollar costs of C00tds anc
scrvices regaire.d for the Project as telined in Section 1.2, The funas
Jishurse ! hercunder are aercin referved to as "Priacipal.! Coods and
services fiuancod hereunder sre heicin referred to as '"Eligible Iterns. !
References herein to the "Borrower Country' are to Iran.

3ECTICN 1.2. The Project  /Zs usel in this Agrecient, the term
"project' shell mean the provision of managcinent, operations, and
training services an. feasibility studics necded for development of the

electric power sector of Borrower Country.

ARTICLYE . TERMS OF REPAYMENT AND INTEREST

SECTION 2.1. Interest Borrower shall pay interest semi-

annually to A.I, D. in United States Dollars on the unrepaid Principal and



on any interest due and unpaid, compuced on the basis of a 3G5 day year

and at the rates hereinafler stated. The first such payment shall he due

and payable six (J) months after the first disbursement hereunder or

on such earlier diale ag A.I.D. may specify. Interest shall accrue from

the dates of the respective dishursements at the rate of three and one-half

percent (3 1/2(0) per anaura. Disbursements shall be deemed to occur on

the dates on which payments by A.I.D. are made to Borrower or to its

designec or to a banking institution pursuant to a letter of comumitment.
SECTION 2.2. Principal  Borrower shall repay the Principal to

A.LD. in United States Dolilars in semi-annual installments in accordance

with the terims of this Agreement and an amortization schedule to he provided

Borrower by A.L D. after all disbursements have been made. Such amortiza-

tion schedule shall provide for repayment of the Principal within twenty-five

(25) years of the first disburscment hereunder in forty—one (41) approximately

equal semi-arnual payments of Principal and interest, the first installment

to be payable four and one~half (4 1/2) years after the date on which the

first interest payment is due,

SECTION 2.3. Application and Place of Payment All payments

shall be applied first to accrued interest and then to Principal. Except as

A.LD. may otherwise specify in writing, payments shall be made to the



Contsoller, USAID Missfon, Tehran, Iran, and shall be dleemed to have
been made when received by A.I.D. at such address.

SECTION 2.4. Prepayment Dorrower shall have the right to
prepay all or any part of the Principal, without penalty, on any date on
which interest is due. Except as A.LD. may otherwise agree in writing,
all prepayments shall be applied first to accrued interest and then to the

remaining installments of Principal in the inverse order of their maturity.

ARTICLE Il. CONDITIONS PRECEDENT

CECTION 3.1. Conditions Precedent to Financing Prior to the

issuance of the first letter of commitment and to any disbursement hereunder,
Borrower shall, except as A.I.D. may otherwise agree in writing, furnish
A.LD. in form and substance satisfactory to A.LD.:
@) An opinion of the Minister of Justice of the Imperial

Government of Iran or of other counsel satlisfactory to

A.LD., that this Agreement has been duly authorized or

ratified by and executed on behalf of Borrower and con-

stitutes a valid and legally binding obligation of Borrower

in accordance with its terms and that the person signing

the Agreement on behalf of the Borrower has the authority

to act as the representative of the Borrower in all matters



b~
pertaining to the Loan and this Agreement, including
the authority to designate other representatives of
the Borrower pursuant to Section 5.3;

(b) The name of the person or persons who will act as the
additional representative or representatives of the
Borrower pursuant to Sectlon 5.3, together with evi-
dence of hils or their authority and a specimen signature
of each such person certified as to its autheniticity;

(e¢) Evidence that a contract for management, operation
and training services for the project satisfactory
to AID has been entered into by the Ministry of
Water and Power of Borrower (MWP) and a consulting
engineering firm satisfactory to AID;

(d) Evidence of the avallability of funds, other than
the loan, necessary for the provision of the manage-
ment, ope ‘atlon and training services;

(e) Such additional plans, documents or other sub-

missions as AID may request,

SECTION 3.2, Conditions Precedent to Financing Other Than

Engineering Services. Prior to the issuance of letters of commitment

and to any disbursements thereunder for (a) any service to be provided
by a consulting engineering firm in addition to those to be provided at
a total cost of Three Million Six Hundred and Fifty Thousand Dsilars

($3,650,000), or (b) any feasibility study, or (c) any rroposed
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expenditure on the vocational training program, Borrower shall,
ezcept as A.I.D. may otherwise agree in writing, furnish A.I.D.
in form and substance satisfactory to A.I.D.:

(a) A proposul agreeable to A,I.D. setting forth
in reasonable detall the need for and a des-
cription of the additional service, feasibility
study, or vocational training expenditure for
which financing is desired, the proposed arrange-
ments and plans for such and an estimate of the
United States Dollar and Iranian Rial costs
thereof':

(b) Evidence that a contract or other arrangement
satisfactory to A.I.D. for any additional
service, feasibility study or vocational training
expenditure has been entered into by MWP

with a firm acceptable to A.I.D.;

(c) Evidence of the availability of funds, other than

the Loan, necessary for any additional service,

feasibility study or vocational training expenditure.
(a) Such additional plans documents or other submlssions

in respect of the particular additional service,

feasibility study or vocatlonal tralning expenditure

as A.I.D. may request.
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SECTION 3.3. Terminal Dates for Fulfillment of Conditions

Precedent. If the conditions established by Section 3.1 have not

been satisfied within six (6) months of the date of thils Agreement

or such later date as A.I.D. may specify in writing, A.I.D. at any
time thereafter may et its optlon terminate this Agreement by written
notice to Borrower. Forthwith upon receipt of such notice, Borrower
shall repay any unrevpaid Principal and any accrued interest, where-
upon all obligations of Borrower and A.I.D. under this Agreement shall
cease,

If the conditlons precedent necessary for full utilization
of the Loan as specified in Section 3.2 shall not have been met by
June 30, 1968, A.I.D. at its option may cancel that part of the undis-
bursed balance of the Loan not allocated to financlng of goods and

services for which all conditlons precedent have been met.

ARTICLE IV. DISBURSEMENTS

SECTION 4,1 Requests for Letters of Commitment. To obtain

disbursements, Borrower may from time to time request A.I.D. to issue
letters of commitment to one or more banking institutions in the
United States designated by Borrower and satisfactory to A.I B.,
committing A.I.D. to reimburse such bank or banks for payments made,
through letters of credit or otherwlse, to Borrower or any deslgnee

of Borrower, pursuant to such documentation requirements as A.I.D.

may prescribe. Banking charges incurred in connection with letters

of commitment and disbursements shall be borne by the Borrower and may

be financed hereunder.
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SECTION 4.2, Other Forms of Disbursement. Disbursements

muy also be made by such other means as Borrower and AI.D. may
agree to in writing.

SECTION 4.3. Terminal Dates for Requests for Letters of

Commitment und for Disbursements. Except as A.I.D. may otherwlse

agree in writing, no letters of commitment shall be issued in res-
ponse to requests recelved by A.I.D. after December 31, 1968 and no
disbursement shall be made against documentation received by A.I.D.

or the banks described in Section L.l after December 31, 1971,

ARTICLE V. UTILIZATION OF LOAN PROCEEDS

SECTION 5.1. Utilization of Loan Proceeds. Except as

A.I.D. may otherwlse agree in writing, the proceeds of the Loan shall
be utilized gs follows:.
(a) Not to exceed Three Million Six Hundred Fifty Thousand
Dollars ($3,650,000) to finance services to be performed
under the management, operation and training service
contract referred to in Section 3.1;
(b) Not to exceed One Million Two Hundred Thousand
Dollars ($1,200,000) to finance additional manage-
ment, operation and trailning services;
(c) Not to exceed One Million Four Hundred Thousand
United States Dollars ($1,400,000) to finance

feasibility studiles;
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(d) Not to exceed Two Hundred Fifty Thousand United
States Dollars ($250,000) to finance equipment

for a vocatlonal tralning program.

ARTICLE VI, MISCELLANEQOUS

SECTION 6.1. R}ligibility Date. As used in this Agreement,

"Eligibility Date" shall mean , except as
A.I.D. may otherwise agree in writing.

SECTION 6.2 Ocean Shipment. Borrower shall ensure that at

least fifty per cent (50%) of the gross tonnage of all goods (computed
separately for dry bulk carriers, dry cargo liners and tankers) financed
hereunder which shall be transported on ocean vessels shall be transported
on privately owned Unlted States flag commercial vessels to the extent
such vessels are avallable at fair and reasonable rates for United
States flag commercial vessels. No goods may be financed hereunder
which are transported on any ocean vessel (a) which A,I.D., by written
notice to Borrower, has designated as ineligible to carry A.I.D. fin-
anced goods or (b) which has been chartered for the carriage of A.I.D.
financed goods unless such charter has been approved by A.I.D.

SECTION 6.3. Review. A.I.D. and the Borrower or elther of
them may from time to time and as often as elther may deem desirable
review progress in the development of the electric power sector of
Borrower Country and the effectiveness of the utilizatlion by Borrower

of the services financed by thils Lican. If A.I.D. in 1its sole discretion



at any time determines that the purpose of the Loan are not being
fulfilled, 1t may at its option exercise anyone or all of the
remedies set torth in Section 103.2 of this Agreement,

SECTION 6.4. Use of Representatives. For all purposes relative

to this Agreement the Borrower and A.I.D. will be represented, respect-
lvely, by the individuals signing this Agreement or any persons holding
or acting in the offices now held by such individuals. In addition, the
Borrower shall and A.I.D. may respectively designate in writing an
additional representative or representatives who shall have authority to
perform all actions on behalf of their respective principals required or
permitted for the implementation of the Project.

Until receipt by the Borrower or A.I.D. of written notice of
revocation by the other of the authority of any of its said representatives,
Borrower or A.I.D., reapectively, may accept the signature of any such
representative or representatives as conclusive evidence that any action
effected by such instrument is duly authorized by the other,

SECTION 6.5. Communications. Any notilce, request or other

communication given, made, or sent by Borrower or A.I.D. pursuant to
this Agreement shall be in writing and shall be deemed to have been duly
delivered to the party to which it is addressed when received by such

party at the following address:
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To Borrower;
Maill Address:
Plan Organization
Avenue Danesh Kadeh
Teheran,Iran
Cable Address:
PARNAMEH
Teheran, Iran
To A.I.D. (two copies):
Mail Address:
Agency for International Development
Department of State
Washington, D. C. 20523
U. 8. A.
Cable Address:
A.I.D.
Washington, D. C.
U. 8. A,
Borrower, in addition, shall provide the U.S.A.I.D. Mission,
Teheran,Iran, with a copy of all communications or documents sent to

A.I.D. Other addresses may be substituted for the foregoing upon written

notice,



1. BEST AVAILABLE COPY

All communications and Jocuments submitted to A.L 1. hereunder
shall be in the Eng lish Ianguage wnd all technieal andg enginecring specifications
thercin shall be in terms of United States standards, except as A;I.D. may
otherwise agree in writing.

SECTION 6.6 Standard Provisions Annex A Standard Provisions

Annex is attached to this Agreement and is hereby mace a part hereof. Terms
used both therein and in this Agreement shall have the same meaning in hoth
aocuments, References in the Standard Provisions Annex to "the Agreement
are to this Agreement,

SECTION 6.7 Letter(s) of Implementation  Vithout prejudice to the

provisions of this A:rcement, the procedures for iinpleinenting the various
require:ients set forth herein shall be as detailert in the Letter or Letters

of Lupleinentation which A.I.:2. shall from time to tin.e furnish to the

Borrower.
UNITED 5TATES OF AMERICA IMPERIAL GOVERNMENT OF IRAN
By: By:

Title: Title:




DRAFT ANNEX V
AID-DLC/P-L416
Ve oL o N

L~

The Imperial Government of Iran
c/o Ministry of Water and Power
Teheran, Iran

Subject: A.I.D. Loan No.
Management and Other Assistance
for Development of Electric
Power Industry
Implementation Letter No., 1
Dear Sir:

This letter sets forth the procedures for utilizing the
proceeds of the Loan made available under the subject Loan Agreement
and provides information to facilitate the implementation of the pro-
ject as contemplated in the Loan Agreement. DNothing in this letter
and its attachments alters the scope of the Loan Agreement or the
terms of the specific sections of the Loan Agreement that are referred
to or explained herein. This letter and its attachments may be supple-

mented or modified by subsequent Implementation Letters.

I. Conditions Precedent to Disbursements - Article III

We are setting forth below information, keyed to the sections
and sub-sections of Artitle III, which is intended to assist you in
complying expeditiously with the itemized conditions.

Section 3.1 - Conditions Precedent to First Disbursements

(a) Legal Opinions

An outline of information which your counsel may use in

preparing the required legal opinions is attached hereto as Attachment A.
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(b) Specimen Signatures

There are three elements to this requirement relating
to the persons who will have authority to act in your behalf in carrying
cut the various provisions of the Loan Agreement. To meet the require-
ments, you should submit statements in vriting containing (1) the name
or names of the persons who have been authorized to act in your behalf
pursuant to Section 5.3 of the Loan Agreement, (2) a brief description
of the legal basis for the authority of such person or persons together
with certified extracts from the relevant laws and regulations,and (3)
a specimen signature of each such person certified to or otherwise
authenticated by a duly authorized govermment official. For each person
so designated please submit three (3) copies of the specimen signature.

(c) Engineering Services

In order to satlisfy the condition set forth in Section
3.1 (¢) you should submit in final draft form a contract negotiated by
you with a gualified U. 5. consulting engineer providing for the requisite
management, operation and training services. Our laws and regulations
require that we review and approve the terms of the contract and also
the firm with which you intend to contract for the services,

(1) Other Funis

You must show that satisfactory arrangements have been

made to finance the costs of the management, operation and training

services which will not be paid for out of the loan. To meet this
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requirement, you should submit a reasonably detailed certificate, signed
by your representative designated as mentioned in sub-paragraph (b)
above or some other duly qualified and authorized govermment official,
listing the costs of these services which will not be paid for out of
the loan and a descriytion of the arrangements that have been made for
provision of the required funds. The certificate should also contain a
statement that the rerscn signing the certificate has reviewed the costs
and arrangements described and found them to be complete and fully adequate
to meet the neels of the project.

(e) No additional plans, documents or other statements are

required at this time.

Section 3.2 - Conditions Precedent to Subsequent Disbursements

(a) As set forth in Section 3.2 of the Loan Agreement, A.I.D.
must agree, prior to A.I.D, financing of any goods and services for the
project other than the services to be provided under the contract referred
to in Section 3.1 (¢), to a proposal by you for the financing of each
service, feasibility study or vocational training program expenditure
desired. Each proposal must be in reasonable detail, and must describe,
(a) the service,study or expenditnre, (b) the need thereof, (c) the
arrangements under which the service, study or expenditure will be
carried out and, (d) an estimate of the costs of each service, study or

expenditure, including both United States dollar: and Iranian rial components.
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(b) As earlier noted, A.I.D. must approve the contractor
and the teim of each contract under which the service, study or expendi-
ture will be,carriel out. A final draft form of a contract for the
service, study or expenditure negotiated with a qualified U. S. firm
in accordance with A.I.D. rejquirements should be submitted with the
proposal ror financing in Section 3.2 (a) above.

(c) ¥ou should submit evidence of funding arrangements
for each service, study or exvenditure in_the form of.the cértificate set
forth in Section 3.1 (d) above.

(d) A.I.D. will notify you by other implementation letters
1f additional submissions are required.

Section 3.3 - Terminal Date for Fulfillment of Conditions Precedent

As provided in Section 3.3 of the Loan Agreement, the condi-
tions precedent set forth in Section 3.1 must be complied with prior
to six (6) months after the execution of the Loan Agreement.
As also provided in Section 3.3, the conditions precedent
to financing of any grods or services other than the financing of
Three Million Six Hundred and Fifty Thousand Dollars for the services
under the contract referred to in Section 3.1 (c) of the Loan Agreement,
must be satisfied prior to June 30, 1968. 1In the event conditions
precedent necessary for disbursement of the full amount of the loan
nave not been met by June 30, 1968, A.I.D. at its option may at thatdate or there-
after cancel that portion of the undisbursed balance of the Loan not
allocated to financing of goods and services for which all conditions

precedent have been met.
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1T, Financing Procedures and Documentation - Article v

The procedure for requesting the issuance of letters of
commitment and the actions to be taken by MWP after the letters of
commitment are issuel, and the documentation required by A.I.D. as a

basis for disbursement of loan funds are described in Attachment B.

Please note that unless A.I.D. may otherwise agree in writing, the
terminal late for requesting issuance of Letters of Commitment is
December 31, 1968 and the terminal date for requesting disbursements

is December 31, 1971.

I1I. Utilization of Loan Proceeds - Article V

The loan proceeds may be used only in accordance with the

specific allocations set forth in Section 5.1 of the Loan Agreement.

Iv. Rules Governing Procurement

A. FEligibility Date

In accordance with Section 6.1 of the Loan Agreement,
the Eligibility Date for this Froject is

B. Method of Procurement

Tn accordance with Section 100.2, no more than reason-
able prices shall be paid for any Eligible Ttems, and all items shall

be procured on a fair competitive basis.
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C. ©Small Business Notification

Information regarding proposed procurement of goods

having a value greater thLin $5,000 must be disseminated to Interested
United States suppliers in order that American small business shall
have the opportunity to participate in furnishing Eligible Items.
A I.D.'s Office of Small Business will arrange for publication of a
summary of the specificatlons and requests for quotations. A period
of at least 45 days must elapse between the date of publication and
the closing date for receipt of quotations, Attachkment C gives more
information on A.I.D. notice requirements to U. S. business:

D. Limitations on Shipping Facilities

1n accordance with Section 100.1 items otherwise eligible
for financing under the A.I.D. loan will not be so financed if shipped
on transportation media owned or controlled by any of the following
countries:

The Union of “oviet Socialist Republics, Albania,
Bulgaria, Czechoslovakia, East Germany, Danzig, Hungary, Poland,
Rumania, Estonia, Latvia, Lithuania, North Vietnam, North Korea,
Tibet, China (Mainland) and other Communist-controlled areas, Outer
Mongolia and Cuba.

E. Special Shipping Limitation - Section 6.2

Items otherwise eligible for financing under the A.I.D.
loan will not be so financed if shipped on vessels named in Attachment D

which will be periodically updated, as required,
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F. Application of the 50/50 Shipping Requirement

In accordance with Section 6.2, 50% of the gross tonnage
of A.I.D. - financed goods shipped on ocean vessels shall, computed
separately for dry bulk carriers, dry cargo liners and tankers, be
transported to Iran on privately-owned United Stxtes flag commercial
vessels,

G. Eligible Source of Procurement

In accordance with Section 100.1 of the Loan Agreement,
loan proceeds can be used only to finance Eligible Items, including
transportation, commodities, services, and marine insurance, having
their source and origin in the United States.

Goods and services financed with other than loan funds
must have been procured, pursuant to Section 100.1 of the Loan Agreement,
from sources included in Code 899 of the A.I.D. Geographic Code Book.
The countries not included under Code 899 are listed in paragraph
IV..D., "Limitations on Shipping Facilities". Thus, no items to be
used on the project, regardless of sources of financing, may be pur-
chased from countries not included under Code 899.

V. Use of Representatives - Section 6.4

We hereby designate the Director and Deputy Director, Office
of Capital Development and Finance, Bureau for Near Fast and South Asia,
as additional representatives of A.I.D. pursuant to Section 6.4 for

purpose of implementing the Loan Agreement.



VI. Markings

In accordance with the provisions of Section 101.3, the
Borrower shull cooperate with A.I.D. in making information concerning
the loan public and shall have Eligible Items and any shipping containers
suitably marked. Av.achment E, discusses the marking requirement in
greater :detail.

VII. Reporting - Section 101.6

A. Quarterly Progress Reports

A.L.D. will require a report on the progress of the project
to be submitted quarterly. The report shall be prepared and submitted
by the Borrower to A,I.D. within 30 days of the close of the reporting
period. The first report shall cover the period ending December 31, 1966,
In the preparation of the report, the consultant shall, to the extent
practicable, follow the format for the progress reports described in
Attachment F.

B. Final Report

A final report following the format for final reports
set out in Attachment I will be Aue on completion of the project and
may be substituted for the last Quarterly Progress Report.

VIII. Records - Section 10L.5

The records which are required under the terms of Section
101l.5 insofar as they relate to eligible items and services, shall be
maintained for a period of at least three (3) years after the final

disbursement by A.I.D. under the loan.
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IX. Commissions, Fees, and Other Payments - Section 102,2

MWP 1s reminded that Section 102.2 requires that any fees
or commissions in connection with the project or the loan be reported
to A.L.D. A.I.D. at this time is not setting forth additional require-
ments with respect to commissions, but may in later implementation
letters,

X. Correspondence

All correspondence regurding the loan and the reports re-
quired under Section 10L.0 should be :addressed to the Agency for
International Develorment, Department of State, Washington, D. C. ,
20523, as specified in Section 6.5 of the Loan Agreement.

A.I.D. will be glad to discuss with your representatives
any problems or questions you may have concerning the implementation
of this loan, or relating to this letter and its attachments.

Sincerely yours,

Howard Parsons
Director, USAID/Iran

Attachments
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Attachments

A. Guide for the Assistance of Counsel in Preparing Legal Opinions

B. Disbursement of Loan Funds Lebtter of Cocmmitment Procedure

C. Borrower's Notice of U, &. Rusiness Regurding Proposed Procurement
of Gooris

D, Shippinz Restrictions

E. Marking FRegqulrements

F. Frogress Reporting Requirements





