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LCAN AGREFMENT dated July 31, 1974 » between the
Minister of Finance acting for and on behalf of the GOVERNMENT OF THE

REPURLIC OF MAIAWI (the Borrower) ang the UNITED STATES OF AMERTCA,

Section 1.01, The Loan. A.I.D, agrees to lend to the Borrower
bursuant to the Foreign Assistance Act of 1961, as amended, an amount
not to exceed eleven million four hundred thousand United States
Dollars ($ll,400,000) ("Loan") to assist the Borrower in carrying
out the Project referred to in Section 1,02 ("Project"). The Loan
shall be used exclusively to finance Foreiga Exchange costs of goods
and services required for the Project ("Foreign Exchange Costs") ang
local eurreqncy costs of goods and services required for the Project
("Local Currency Costs"), The aggregate amount of disbursements
under the Loan is hereunder referred to as "Principal",

Section 1.02, AThe Project. The Project shall consist of con-
struction and construction Supervision services for approximately
Seventy eight miles of road construction from Lilongwe through
Mchinji to the Malawl-Zambia border.

Section 1.03. Use of Funds Goenerated by Other Uni ted States'

Assistance., The Borrower shall use for the Project in liey of any

United States dollars that would otherwise be disbursed under the Loan



-2~
other then United States dollars that may become available to the
Borrower after the date of this Agreement in connection with assigt-
ance {other than the Loan) provided by the United States of America
to the Borrower to the extent « 1 for the purpose that A.I.D. and
the Borrower may agree in writing. Any such funds used for the
Project shall reduce the amount of the Loan (to the extent that it
shall not then have been disbursed) by the equivalent amount of
United States dollars computed, as of the date of the Agreement
between A.T.D. and the Borrower as to the use of such funds, at the
rate of exchange most favorable to the dollar then lawfully exi.sting

in Malawi.

ARTICLE II
LOAN TERMS
Sectlon 2,01. Interest. The Borrower shall pay to A.I.D.

interest which shall accrue at the rate of two percent (2%) per
annum for ten (10) Years following the date of the first disburse-
ment hereunder and at the rate of three percenf (2%) per annum
thereafter on the outstanding balance of Principal and on any due
and unpaid interest, Interest on %he outstanding balance shall
accrue ‘rom the date of each respective disbursement (as such date
1s defined in Section 6.04) and shall be computed on the basis of
a 365-day year. Interest shall be payable seml-annually. The
first payment of interest shall be due and payable no later than
six (6) months after *he first disbursement hereunder on a date

to be specified by A.I.D,
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Section 2.02, Repayment. The Borrower shall repay to A.I.D.
the Principal within forty (40) years from the date of the first dis-
bursement hereunder in sixty one (61) approximately equal semlannual
installments of Principal and interest. The first installment of
Principal shall be payable nine and one-half Q?%) years after the
date on which the first interest payment 1s due in accordance with
Section 2,01, A.I,D. shall provide the Borrower with an amortization
schedule in accordance with this section after the final disbursement
under the Loan.

Section 2.03. Application, Currency and Place of Payments. All

payments of interest and Principal hereunder shall be made in United
States dollars and shall be applied first to the payment of interest
due and then to the repayment of Principal. Except as A.I.D. may
otherwise specify in writing, all such payments shall be made to

the Office of Financial Management, Agency for Intermational Develop-
ment, Washington, D, C., U.S.A., and shall be deemed made when
received by the Office of Financial Management.

Section 2,04, Pregazment. Upon payment of all “nterest and
refunds then due and payable, the Borrower may prepay, without
penalty, all or any part of the Prineipal. Any such prepayment
shall be applied to the installments of Prineipal in the inverse
order of their maturity.

Section 2.05. Renegotiation of the Terms of the Loan. The

Borrower agrees to negotiate with A.I.D. at such time or times as

A.I.D. may request, an acceleration of the repayment of the Ioan
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in the event that there is any significant improvement in the
internal and external economic and financial position and prospects

of the Borrower.

ARTICLE III
CONDITIONS PRECEDENT TC DISBURSEMENT

Section 3.0l. General Conditions Precedent. Prior to any

disbursemznt or to the issuance of any Letter of Commitment under
the Loan, the Borrower shall, except as A,I.D. may otherwise agree
in writing, furnish to A.I.D, in form and substance satisfactory
to A.I.D.:

(a) Pn opinion of the Attorney General of the Borrower or of
other counsel acceptable to A.I.D. that this Agreement has been duly
authorized and/or ratified 0y, and executed on behal? of, the Borrower,
and that it constitutes a valig and legally binding obligation o the
Borrower in accordance with all of its terms;

(b) A statement of the names of the bPersons holding or azting
in the office of the Borrower specified in Section 8.02 and a sSpecimen
signature of each person specified in such statement;

(¢) Evidence of the source and availability, on a timely basis,
of funds and contributions in kind for tne Borrower's contribution to
the Project required under Section 4.10(a);

(d) Final plans and speclfications, bid documents, cost estimates
and time schedules for carrying out the construction of the road;

(e) An executed contract for construction or other services Tor

the road with a firm acceptable to A.I,D,;
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(f) An &xecuted contract for supervisory englneering services
for construction of the road with a firm acceptable to A.I.D.;

(g} REvidence that Borrower has taken all steps necessary to
acquire all land and easements necessary to carry out the construc-
tion of the road;

(h) Such other information as A.I.D. may reasonably request

wlth respect to the ProJject.

Section 3.02, Termlnal Date for Meeting Conditions Precedent

to Disbursement. If a2ll conditions specified in Section 3.01 shall

not have been met within three hundred (300) days from the date of
this Agreement, or such later date as A.I.D., may agree to in writing,
A.I.D, at 1ts option may terminate this Agreement by giving written
notice to the Borrower. Upon the giving of such notice, this Agree-
ment and all obligations of the parties hereunder shall terminate.

Section 3.03. Notification of Meeting Conditions Precedent to

Disbursement. A.I.D, shall notify the Borrower uron determination

by A.I.D. that the conditlons precedent t disbursement specified

in Section 3.0l have been met,

ARTICIE IV

GENERAL COVENANTS AND WARRANTIES

Section 4,0l. Execution of the Project.

(a) The Borrower shall carry out the Project with due diligence
and efficlency, and in conformity with sound engineering, construction,
financial and administrative practices. In this connection, the
Borrower shall at all times employ suitably qualified and experienced

consultants o be professlonally responsible for the design and
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execution of the Project and suitably qualified and competent
construction contractors to carry out the Project.

(b) The Borrower shall cause the Project to be carried out
in conformity with all of the Implementation Letters, rlans,
specifications, contracts, schedules and other arrangements and
with all modifications therein, issued or approved by A.I.D.
pursuant to this Agreement.

Section 4.02. Continuing Consuitation. The Borrower and A.I.D.

shall from time to time, at the request of any party, exchange views
through their representatives with regard to the prog. :ss of :ne
Project, the performance by the Borr:wer of its obligations under
this Agreement, the performance of the consultants, contractors

and suppliers engaged on the Project and other matters relating to
the Project,

Section 4,03, Disclosure of Material Facts and Circumstances.

The Borrower represents and warrants that all facts and circumstances
that it has disclosed or caused to be disclosed to A.I.D. in the
course of obtaining the Loan are accurate and complete, and that

it has disclosed to A.I.D, accurately and completely, all facts and
circumstances that might materially affect the Project and the dis-
charge of its obligations under this Agreement. The Borrower agrees
to promptly inform A,.I.D, of any facts and circumstances that may
hereafter arise that might materially affect, or that it is reasonable
to believe might materlally affect, the Project or the discharge or

the Borrower's obligations under this Agreement.
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Section 4,04, Commissions, Fees and Othep Payments.

(a) The Borrower warrants and covenants that in connection with
obtaining the Loan, or taking any action under or with respect to this
Agreement, it has not paid, and will not bay or agree to pay, nor to
the best of 1ts knowledge has there been paid nor will there be paid
or agreed to be paid by any other pPerson or entity, commission, fees,
other payments of any kind, except as regular compensation to the
Borrower's full-time offilcers and employees or as compensation for

bonafide Professional, technical or comparable services, The Borrower

such bonafide professional, technical or comparable services to which
it 1is a party or of which it has knowledge (indicating whether such
payment has been made or 1s to be made on a contingent basis), and if
the amourt or any such payment is deemed unreasonable by A.I.D., the
same shall be adjusted in a8 manner satisfactory to A.I.D,

(b) The Borrower warrants and convenants that no payments have
been or will be received by the Borrower, or any officlal of the
Borrower, in connection with the Procurement of goods and services
financed hereunder, except fees, taxes or similar payments legally
'stablished in Malawi,

Section 4,05, Malntenance ang Audit of Records. The Eorrdwer

shall maintain, or cause to be maintained, inaccordance with sound
accounting practices and principles consistently applied, books and
records relating to the Project and to this Agreement. Such books

and records shall, without limitation, be adequate to show:
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(n) The receipt and use made of goods and services acquired
with funds disbursed pursuant to this Agreement;

(b) The nature and extent of soliciations of prospective
suppliers of goods and services acquired;

(¢) The basis cf the award of contracts and orders to success-
ful bidders; and

(d) The progress of the Project.

Such books and records shall be regularly audited, in accordance
with sound auditing standards, for such period and at such intervals
as A.I.D. may require, and shall be maintained for five (5) years
after the date of the last disbursement by A.I.D. or until all sums
due A.I.D. under this Agreement have been paid, whichever date shall
first occur.

Section 4,06. Reports. The Borrower shall furnish to A.I.D.
such information and reports relating to the ILoan and to the Project
as A.I.D. may reasonably request.

Section 4.07. Inspection and Audit. The authorized repressnta-

tives of A.I.D, shall have the right at all reasonable times to inspect
and audit the carrying out of the Project, the utilization of all goods
and services financed under the Loan, and the Borrower's books, records
and other documents relating to the Project and the Loan. The Borrower
shall cooperate with A.I.D, to facilitate such inspections and permit
representatives of A.I,D. to visit any part of Malawi for any purpose

relating to the Loan.
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Section 4.08. Continuance of Representation and Materials

Furnlished to Satisfy Conditions Precedent. Unless A.I.D, otherwise

agrees in writing, the Borrower shall continue in force and effect
for the life of this Agreement, exactly as originally made or fur-
nished, any representation made or opinion or agreement furnished

to satisfy a Condition Precedent under this Agreement.

Section 4.09. Taxation. The Agroement, the Loan, and any
evidence of indebtedness issued in connection herewith shall be free
from, and the Principal and interest under the Loan shall be paid
without decduction for and free from, any taxation or fees imposed
under the laws in effect within Malawd. No taxes, tariffs, duties
or levies of any nature whatsoever shall be imposed on commodities
or materials financed under the Loan.

To the extent that (a) any contractor, including any consulting
firm, any personnel of such contractor financed hereunder, and any
property or transactions relating to such contracts and (b) any
commodity procurement transaction financed under the Loan, are rot
exempt from identifiable taxes, tariffs, duties and other levies
imposed under the laws in effect in Malawi, the Porrower shall, as
and to the extent prescribed in and pursuant to Implementation Letters,
pay or reimburse the same under Section 4.10(b) of this Agreement
with funds other than those provided under the Loan.

Section 4.10. Funds and Other Resources to be Provided by the

Borrower.
(a) Borrower shall make contributions to the Project equal in

value to at least three million one hundred sixty two thousand five hundred
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Kwacha (K3,1.62,500) consisting of a cash contribution of at least
one million eight hundred seventy four thousand two hundred Kwacha
(X1,874,200) and a contribution in kind of at least one million two
hundred eighty eight thousand three hundred Kwacha (K1,288,300).
Such contribution in kind shall include the right-of-way for the
road, housing and crop compensation for persons displaced by the
acquisition of the right-of-way, a Govermment project engineer to
be assigned to the Project during construction, Government financial
management services, and construction materials.

(b) In addition to its required contribution under Section 4.10(a)
hereof, the Borrower shall provide promptly as needed all funds, in
addition to the Loan, and all other resources required for the
punctual and effective carrying out of the Project.

Section 4.11. Management. The Borrower shall provide qualified
and experienced management for the Project and it shall train such
staff as may be appropriate for the maintenance and operation of the
Project.

Section 4.12. Operation and Maintenance. The Borrower shall

operate, maintain and repair the Project in conformity with sound
engineering, financial and administrative practices and in such a
manner so as to insure the continuing and successful achievement of
the purposes of the Project.

Section #.13. Utilization of Goods and Services.

(a) Goods and services financed under the Loan shall be used
exclusively for the Project, except as A.I.D. may otherwise agree in

writing. Upon completion of the Project, or at such other time as
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goods financed under the Loan can no longer usefully be employed
Tor the Project, the Borrower may use or dlspose of such goods in
such a manrer as A.I.D. may agree to in writing prior to such usc
or disposition.

(b} Except as A,I.D. may otherwise agree in writing, no goods
or services financed under the Loan shall be used to promote or
assist any foreign aild project or activity associated with or
financed by any country not included in Code 935 of the A,.I.D.
Geographic Code Book as in effect at the time of such use.

Section 4.14. Investment Guaranty Project Approval by Borrower.

The Borrower agrees that the construction work to be financed under
this Agreement is a project approved by the Borrower pursuant to the
agreement between the Government of Malawl and the United States of
America on the subject of investment guaranties and no further approval
by the Government of Malawl shall be required to permit the United
States under that agreement to issue investment guaranties coverin

a contrector's investment in that project.

Secticn 4,15. Validity of Agreement. The Borrower represents

that the making and performance of this Loan Agreement have been .duly
authorized by all necessary governmental authorities and does not
contravene any law, regulation or contractual restriction binding

to the Borrower.

Section 4,16. Vehicle Weigh%t Limitation. The Borrower covenants

and agrees to use its best efforts to ensure that vehicles utilizing

the road do not exceed a 24,000 pound axle load limitation
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ARTICIE V
PROCUREMENT

Section 5.01. Procurement from Code 941 Countries. Unless

A.I.D. otherwise agrees in writing, disbursements made pursuant to
Section 6.01 shall be used exclusively to finance the Procurement

for the Project of goods and services having both theirp source and
origin in countries included in Code 941 of the A.I.D. Geographic
Code Book as in effect at the time orders are placed or contracts

are entered into therefor, except for petroleum, oil and lubricants
(POL) pProducts and bituminous materials which may be procured from
either Code 941 or 935 countries. Ocean shipping'shall qualify as

an eligihle service provided the vessel furnishing the transportation
services is registered in a country included in Code 941 of the A.I.D,
Geographic Code Book as in effect at the time of shipment.

Section 5,02, Procurement from Malawi and Code 941 Countries.

Except as A.I.D, may otherwise agree inwiting, dlsbursements made
pursuant to Section 6.02 shall be used exclusively to finance the
procurement for the Project of §oods and services having their source
in Malawi and *heir origin in Malawi or in any country inecluded in
A.I.D. Code 94i >f the A.I.D. Geographic Code Book as in effect at
the time orders arc placed or contracts are entered into therefor.

Section 5.03. Eligibility Date. Except as A.I.D. may otherwise

agree in writing, no goods or services may be financed under the Loan
which are procured pursuant to orders firmly placed or contracts

entered into prior to the date of this Agreement.
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Section 5.04. Goods and Services not Financed under Loan.,

Goods and services procured for the Project, but not financed
under the Loan, shall have their source and origin in countrieg
ineluded in Code 935 of the A.I.D, Geographle Code Book an In
effect at the time orders are placed for such goods and services,

Section 5.05. Implementation of Procurement Requirements.

The definitions épplicable to the eliglibility requlrements of
Sections 5.01, 5.02, and 5.04 will be set forth in detail in
Implementation Letters.

Section 5.06. Plans, Specifications and Contracts.

(a) Zxcept as A.I.D. may otherwise agree in writing, the
Borrower shall furnish to A.I.D. promptly upon preparation, all
plans, specifications, construction schedules, bid documents and
contracts relating to the Project and any modifications therein,
whether or not the goods and services to which they relate are
financed under the Loan.

(b) Except as A.I.D. may otherwlse agree in writing, all the
plans, specifications, construction schedules, furnished pursuant
to subsection (a) above shall be approved by A.I.D. in writing.

(¢c) Except as A.I.D. may otherwise agree in writing, all bid
documents related to the solicitatlon of proposals relating to
goods and services financed under the Loan shall be approved by A.I.D,
in writing prior to thelr issuance. All plans, specifications and
other ddcuments relating to goods and services financed under the
Loan shall be in terms of United States standards and measurements,

except as A,I.D. may otherwise agree in writing.
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(d) The following contracts financed under the Loan shall be
approved by A.I.D. in writing prior to their execution:

(1) contracts for engineering and other professional
services;

(11) contracts for construction services;

(111) contracts for such other services as A,I.D. may
specify; and

(iv) contracts for such equipment and materials as
A.I.D. may specify.

In the case of any of the above contracts for services,

A.I.D. shall also approve in writing the contractor and such contractor
personnel as A,I.D. may specify. Material modifications in any of
such contracts and changes 1in any such personnel shall also be approved
by A.I.D. in writing prior to their becoming effective.

(e) Consulting firms used by the Borrower for the Project but
not financed under the Loan, the scope of thelr services and such of
their bersonnel assignel to the Project as A.I.D. may specify, and
construction coritractors used by the Borrower for the Project but
not flnanced under the Loan shall be acceptable to A.I.D.

Section 5.07. Reasonable Price. No more than reasonable prices

shall be paid for any goods or services financed, in whole or in par<,
under the Loan, as more fully described in the Implementation Letters.
Such items shall be procured on a fair and, except for professional
services, on a competitive basis in accordance with procedures there-
for prescribed in the Implementation Letters.

Section 5.08. Employment of Third Country Nationals Underp

Construction Contracts. The employment of personnel to perform

services under construction contracts financed under the Loan shall
be subject to requirements with respect to third-country nationals

prescribed in the Implementation Letters.
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Section 5.09, Shipping and Insurance.

(a) Goods financed under the Loan shall be transported to Malawi
on flag zarriers of any country included in Code 935 of the A.I.D.
Geographic Code Book as in effect at the time of shipment.

(b) Unless A.I.D. shall determine that privately-owned Uni ted
States-flag commercial vessels are not available at a fair and
reasonable rate for such vesels, (1) at least fifty percent (50%)
of the gross tonnage of all gaods financed under the Loan, computed
separately for dry bulk carrlers, dry cargo liners and tankers, and
transported on ocean vessels shall be transported on privately-owned
United States flag commercial vessels, and (11) at least fifty percent
(50%) of the gross freight revenue generated by all shipments financed
under the Loan and transported on dry cargo liners shall be paid to or
for the benefit of privately-owned United States commercial vessels;

(e¢) No such goods may be transported on any ocean vessel (or
alrcraft), (1) which A.I.D., in a notice to the Borrower, has desig-
nated as ineligible to carry A.I.D. financed goods, or (ii) which
has been chartered for the carriage orf A.I.D. financed gocds unless
such charter has been approved by A.I.D.

(d) 1If in connection with the placement of marine insurance on
shipmen*s financed under United States legislation authorizing assist-
ance to other nations, Malawi, by statute, decree, rule or regulation,
favors any marine Iinsurance company of any country over any marine
insurance company authorized to do business in any state of the United
States of America, goods braocured from the United States and financed

under the Loan shall during the continuance of such discrimination be
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insured against marine risks in the United States of America wlth
a company or companies authorized to do a marine insurance business
in any state of the United States of America;

(e) Unless A.I.D. otherwise agrees in wriLing, Borrower i |
insure, or cause to be insured, all goods financed under the Loan
against risks ineident to thelr transit to the point of thelr use
in the Project. Such insurance shall be issued upon terms consistent
with sourd commercial practice and cover the full value of the goods,
and the proceeds thereof shall be payable in United States dollars or
in other freely convertible currency. Any indemnification received
by Borrower under such insurance shall be used to replace or repair
any material damage or any loss of the goods insured or shall be
used to reimburse Borrower for the replacement or repair of such
goods. Any such replacement shall have their source and origin ag
specified in Sections 5.01 or 5.02 and otherwise be subject to the
provisions of this Agreement.

Section 5.10. Notification to Potential Suppliers. In order

that all United States firms shall have the opportunity to participate
in furnishing goods and services to be financed under the Loan, the
Borrower zhall furnish to A.I.D, such information with regard thereto,
and at such times, as A.I.D. may request in Implementation Letters.

Section 5.11. United Siates Government-Owned Excess Property.

The Borrower shall utilize, with respect to goods financed under the
Loan to which the Borrower takes title at the time of Procurement,
such reco.ditioned United States Government-owned excess property as
may be consistent with requirements of the Project and as may be

available within g reasonable period of time. The Borrower shall
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seek assistance from A.I.D. and A.I,D. will assist the Borrower in
ascertaining the availability of and in obtaining such excess property.
A.I.D. will make arrangements for any necessary inspection of such
property by the Borrower or its representative. The cost of luspection
and of acquisition, and all charges incident to the transfer to the
Borrower of such excess property, may be financed under the Loan.
Prior to the procurement of any goods, other than excess property,
financed under the Loan and after having sought such A.I.D. assistance,
the Borrower shall indicate to A.I.D. in writing, on the basls of
information then available to 1t, either that such goods cannot be
made available from reconditioned United States Government-owned
excess property on a timely basis or that the goods that can be made
available are not technically sultable for use on the Project.

Section 5.12. Information and Marking. The Borrower shall give

publicity to the Loan and the Project as a program of United States
aid, identify the Project site, and mark goods financed under the

Loan, as prescribed in the Implementaticn Letters.

ARTICLE VI

DISBURSEMENTS

Section 6.01l. Disbursement for Forelgn Exchange Costs - Letters

of Commiiment to United States Banks. Upon satisfaction of conditions

precedent, the Borrower may, from time to time, request A.I.D. to issue
Letters cf Commitment for specific amounts to one or more United States
banks, satisfactory to A.I.D., committing A.I.D. to reimburse such bank

or banks tor payments made by them to contractors or suppliers, through
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the use of Letters of Credit or otherwlse, lor Forelgn Exchange cosls
of goods and services provided for the Project in accordance with the
terms and conditions of this Agreement. Payment by a bank to a
contractor or supplier will be made by the bank upon presentation
of such supporting documentation as A.I.D. may prescribe in Letters
of Commitment'and Implementation Letters. Banking cnarges incurred
in connection with Letters of Commitment and Letters of Credit shall
be for the accourt of the Borrower and may be financed under the Loan.

Section 6.02. Disbursement for Local Currency Costs. Upon

satisfaction of conditions precedent, the Borrower may, from time

to time, request disbursement by A.I.D. of local currency for Local
Currency Costs of goods and services procured for the Project, in
accordance with the terms and conditions of this Agreement by sub-
mitting to A.I.D. such supporting documentation as A.I.D. may prescribe
in Implementation Letters. A.I.D,, at its option, may make such
disbursements from Malawi local currency owned by the United States
Government cr obtained by A.I.D. with United States dollars.

The United States dollar equivalent of the local currer.cy made
available hereunder will be the amount of United States dollars
required by A.I.D. to obtain Malawi currency if purchased; or if
otherwise obtained, the dollar equivalent of the funds disbursed
on the date of disbursement using the most favorable exchange rate
to the doliar then lawfully existing in Malawi.

Section 6.03, Other Forms of Disbursement. Disbursements of

the Loan may be made through such other means as the Borrower and

A.I.D. may agree to in writing.
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Sectlon 6,04, Date of Disbursement. Disbursements by A.I.D.

shall be deemed to occur:

(a) In the case of disbursements bursuant to Section 6.01 on
the date on which A,I.D. makes a disbursement to the Borrower, to
its designee or to a banking institution pursuant to a Letter of
Commi tment, and

(b) in the case of disbursements pursuant to Section 6.02, on
the date on which A.I.D. disburses the local currency to the Borrower
or itz designee.

Section 6.05. Terminal Date for Disbursement. Except as A.I.D.

may otherwise agree in writing, no Letter of Commitment, or other
commi tmert documents which may be called for by another form of
disbursement under Section 6.03, or amendment thereto shall be

issued in response to requests received by A.I.D. after December 31,
1977, and no disbursement shall be made against documentation received
by A.I.D. or any bank described in Section 6.01 after June 30, 1978.
A.I.D. at 1ts option, may at any time or times after June 30, 1978,
reduce the Loan by all op any part thereof for which documentation

was not received by such date.

ARTICLE VII

CANCELIATION AND SUSPENSION

Section 7.0l. Cancellation by the Borrower. The Borrower may,

with the prior written consent of A.I.D., by written notice to A.I.D.,,

cancel any nart of the Loan, (1) which, prior to the giving of such
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notice, A.I.D. has not disbursed or committed itself to disburse,
or (i11) which has not been utilized through the issuance of
irrevocable Letters of Credit.

Sectlon 7.02. Events of Default; Acceleration. If any one

or more of the following events ("Events of Default") shall occur:

(é) The Borrower shall have failed to pay when due any interest
or installment of Principal required under this Agreement;

(b) The Borruwer shall have falled to comply with any other
provision of this Agreement, including, but without limitation,
the obligation to carry out the Project with due diligence and
efficlency;

(c) The Borrower shall have failed to pay when due any interest
or any installment of Principal or any other payment required under
any loan agreement, any guaranty agreement, or any other agreement
between the Borrower or any of its agencles and A.I.D., or any of
1ts predecessor agencles, then A.I.D. may, at its option, give to
the Borrower notice that all or any part of the unrepaid Principal
shall be due and payable sixty (60) days thereafter, and, unless
the Event of Default is cured within sixty (60) days:

(1) such unrepaid Principal and any accrued interest hereunder
shall be due and payable immediately; and

(1i) +the amount of any further disbursements made under then
outstanding lrrevocable Letters of Credit or otherwise
shall become due and payable as soon as made.

Section 7.03. Suspension of Disbursements. In the event that

at any time:

(a) An Event of Default has occurred;
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(b) An event cccurs that A.I.D., determines to be an extra-
ordinary sjtuation that makes it improbable elther that the purpogse
ol' the Loan will be attained or that the Borrower will be able Lo
perform its obligations under this Agreement; op

(¢) Any disbursement by A.I.D. would be in violation of the
legislation governing A.I.D,; or

(d) The Borrower shgll have failed to Pay when due any interest
or any installment of Principal or any other payment required under
any other loan agreement, any guaranty agreement, or any other agree-
ment between the Borrower or any of its agencies and the Government
of the United States or any of its agencies;
Then A.I.D. may, at its option:

(1) suspend op cancel outstanding commitment documents

(11) decline to make dlsbursements other than under out-
standing commitment documents;

(111) decline to issue additional commi tment documents;

(1v) at AJI.D.'s expense, direct that title to goods
financed under the Loan shall be transferred to A.I.D,,
if the goods are from a source outside the countr:
of the Borrower, are in a deliverable state and have
not been offloaded in ports of entry of the country
of the Borrower. Any disbursement made or to be made
under the Loan with respect to such transferred goods
shall be deducted from the Principal.

Section 7.04, Cancellation by A,I.D. Following any suspension

of disbursements bursuant to Section 7.03, if the cause or causes for
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such suspension of disbursements shall not have been eliminated or
corrected within sixty (60) days from the date of such suspension,
A.I.D. nay, at its option, at any time or times thereafter, cancel
all or any part of the Loan that is not then either disbursed or
subject to irrevocable Letters of Credit.

Section 7.05. Continued Effectiveness of Agreement. Notwith-

standing any cancellation, suspension of disbursements or acceleration
of repayment, the provisions of this Agreement shall continue in full
force and effect until the payment in full of all Principal and any
accrued interest hereunder.

Section 7.06. Refunds.

(a) In the case of any disbursement not supported by valid
documentation in accordance with the terms of the Agreement, or of
any disbursement not made or used in accordance with the terms of
this Agreement, A.I.D. notwlthstanding the avallability or exercise
of any of the other remedies provided for under this Agreement, may
require the Borrower to refund such amount in United States dollars
to A.I.D. within thirty (30) days after receipt of a request therefoy,
However, in the event that such disbursement was originally made in
local currency and if A.I.D. determines that the amount o. such
refund can be used to pay the Local Currency Costs of other goods
and services approved for finaneing under the Loan, A.I.D, will
accept such refund in local currency. Refunds under this Section
shall be made available first for the cost of goods and services

procured for the Project hereunder, to the extent Justified; the
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remailnder, 1f any, shall be applied to the installments of Prineipal
in the inverse order of their maturity and the amount of the Loan
shall be reduced by the amount of such remainder. Notwl thstanding
any other provision in this Agreement, A.I.D.'s right to require a
refund with respect to any disbursements under the Loan shall continue
for five years followlng the date of such disbursement.

(b) In the event that A.I.D. receives a refund from any
contractor, supplier, or banking institution, or from any other
third party connected with the Loan, with respect to goods or services
financed under the Loan, and such refund relates to.an unreasonable
price for goods or services, or to goods that did not conform to
specifications, or to services that were inadequate, A.I.D. shall
first make such refund available for the cost of goods and services
procured for the Project hereunder, to the extent Justified, the
remainder to be applied to the installments of Principal in the
inverse order of thelr maturity and the amount of the Loan shall
be reduced by the amount of such remainder.

Section 7.07. Fxpenses of Collection. All reasonable costs

incurred Ly A.I.D., éther than salaries of its staff, in connection
with the collection of any refund or in connection with amounts due
A.I.D. by reason of the occurrence of any of the events specified in
Section 7.02 may be charged to the Borrower and reimbursed to A.I.D.
in such manner as A,I.D. may specify.

Section 7.08. Nonwaiver of Remedies. No delay in exercising

or omlssion to exercise any right, power or remedy accruing to A.I.D.
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under this Agreement shall be construed as a walver of any of such

rights, powers or remedies.

ARTICLE VIII

MISCELLANEQUS

Section 8.0l. Commurications. Any notice, request, document

or other communication glven, made or sent by the Borrower or A.I.D.
pursuant to this Agreement shall be deemed to have been duly glven,
made or sent to the party to which it is addressed when it shall be
delivered to such party by hand or by mail, telegrag, cable or radio-
gram at the followlng addresses:
To Borrower:
Mail Address: Secretary to the Treasury
P, 0. Box 53
Zomba, Malawi
Cable Address: FINANCE ZOMBA, MALAWT
TO A,I.D.:
Mail Address: Director, REDSO/EA
¢/o U.S. Embassy
P. 0. Box 30261
Nairobi, Kenya
Cable Address: U.S. EMBASSY, NAIROBIL
Borrower, in addition, shall provide the U.S. Embassy in Malawi
with a copy of each communication sent tc A.I.D. Other addresses
may be substituted for the above upon the giving of notice. All
notlces, requests, communicatlions and documents submitted to A,I.D.

hereunder shall be in English, except as A.I.D. may otherwise agree

in writing.
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Section 8.02. Representatives. For all purposes relative to

this Agreement, the Borrower will be represented by the individual
holding or acting in the office of the Secretary to the Treasury
and A.I.D. will be represented by the individual holding or acting
in the office of the Director, Reglonal Econohic Development
Services Office/East Africa (REDSO/EA) in Nairobi. Such individuals
shall have authority to deslignate additional representatives by
written notice. In the event of any replacement or other deslgna-
tion of a representative hereunder, Borrower shall submit a statement
of éhe representative's name and specimen signature in form and
substance satisfactory to A.I.D. until recelipt by A.I.D. of written
notice of revocation of the authority of any of the duly authorized
representatives of the Borrower designated pursuant to this Section,
1t may accert the signature of any such representatives on any
instrument as conclusive evidence that any action effected by such
instrument is duly authord zed.

Section 8.03. Implementation Letters. A.I.D. shall from time

to time issue Implementation Letters that will prescribe the
procedures applicable hereunder in connection with the implementa-
tlon of this Agreement.

Section 8.04., Promissory Notes. © such time or times as A.I.D.

may request, the Borrower shall issue promissory notes or other
evidence of indebtedness with respect to the Loan, in such form,
containing such terms and supported by such legal opinions as A.I.D,

may reasonably request.



-26-

Section 8.05. Termination Upon Full Payment. Upon payment

in full of the Principal and any accrued interest, this Agreement
and all obligation of the Borrower and A.I.D. under this Loan

Agreement shall terminate.

IN WITNESS WHEREOF, Borrower and the United States of America,
each acting through its respective duly authorized representative,
have caused thls Agreement to be signed in thelr names and delivered

as of the day and year first above written.

GOVERNMENT OF THE REPUELIC OF MATLAWI

BY W
UV O\ g 1
—-—_—_‘——’;-_::‘__ O

- — —
—

TITLE Minister of Finance

UNITED STATES OF AMERICA

ot Msn, P Sk,

TITLE Charge d'Affaires ad interim
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UNITED STATES OF AMERICA Po-Aae-3i0\
AGENCY FOR INTERNATIONAL DEVELOPMENT 7.

EAST AFRICA REGIONAL ECONOMIC DEVELOPMENT SERVICES OFFICE fi
UNITED sTATES POSTAL ADDRESS INTERNATIONAL POSTAL ADDRESS

NAIROBI (1D) POST OFFICE BOX 30261
DEPARTMENT OF  SsTATE NAIROBI, KENYA

WASHINGTON. b, C., 20520

£-A

November 14, 1977

¥r. C. L. Mphande
Secrétary to the Treasury
Box 30049 '
Lilongwe, Malawi
Subject: A,I.D. Loan 690+W-006 ((.ﬁo '23‘1{00%>
Malawi Roads Phase II i '
Lilongwe-ltichinji Road
Iuplenentatgon Letter Ho., 6

Dear Mr. Mphande:

In response to your letter dated 8 October 1977, we sre pleased to
advise that a Direct Reimbursement Authorization (DRA) in the anount
of $2,500,000 has been established under the subject loan, A.I,D.
will reimburse 50 percent of the eligible local costs of vouchers
subuitted by Daniel, Mann, Johnson and Mendenhall (DMJl) and Hello
Teer Co., the supervision and construction contractors respectively,
until the Governuent of lialawi (GON) Kwactz 1,870,200 cash contri-
bution is achieved, Thereafter, A,I,D. will reiwburse at a rate of
100 percent. Items which are ineligible for financing under A.I.D,'s
DRA or frow the GOM's cash contribution are presented in Section 4,10
of the Loan Agreement. These itews constitute the GOM's in-kind
contribution.

If you have any questions relating to thig arrangement, we will be
pleased to discuss thew with you,

Sincerely yours,

. .
.~ T
’.../
—_—

CRETA A
{:uis A, Cohen
Director



UNITED STATES OF AMERICA

AGENCY FOR INTERNATIONAL DEVELOPMENT
EAST AFRICA REGIONAL ECONOMIC DEVELOPMENT SERVICES OFFICE

UNITED STATES POSTAL ADDRESS INTERNATIONAL POSTAL ADDRESS

NAIROBI (ID) POST OFFICZ BOX 30261
DEPARTMENT OF STATE NAIROBI, KENYA

WASHINGTON, D. C., 20520

May 18, 1978

Mr. C. L. Mphande
Secretary to the Treasury
Box 30049

Capital City

Lilongwe, Malawi

Subject: A.I.D. Loan 690-W-006
Malawi Roads Phase II
Implementation Letter No., 8

Dear Mr. Mphande:

The purpose of this Implementation Letter is to indicate
what must be done to ' implement the survey and design of
the Lilongwe connector roads, and the construction of the
Northern Lilongwe connector road, which were authorized under
the First Amendment to Loan Agreement 690-W-006, executed
by your Government and the Government of the United States
of America on May 17, 1978.

Before requesting disbursement of loan funds for the
purposes stated above, the Borrower (Government of the
Republic of Malawi) shall, except as A.I.D. may otherwise
agree in writing, furnish to A.I.D. in form and substance
satisfactory to A.I.D.:

1. An executed contract amendment for the survey and
design of the Lilongwe connector roads and the supervision
of construction of the Northern Lilongwe connector road.
We understand that you intend to amend the current Daniel,
Mann, Johnson & Mendenhall contract for this purpose.

2. An executed contract amendment for the construction
of the Northern Lilongwe connector road. We understand that
you intend to amend the Nello L. Teer contract for this
purpose.

3. A detailed financial plan to show the planned
utilization of the A.I.D. loan funds and the Government
of the Republic of Malawi's contributions. This financial
plan should detail the cost of:
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(a) the construction and supervision of the
Lilongwe-Mchinji road to complement

(b) the design of the two Lilongwe connector
roads and

(c) the construction and supervision of the
Northern Lilongwe connector roads.

The financial plan should contain analysis and
justification for any contract cost increase.

4. An implementation plan to show the current com-
pletion date for the Lilongwe-Mchinji road and the start
and completion date of the Northern Lilongwe connector
road.

In order to complete this project within the terminal
disbursement date established for this loan, the above four
stated conditions precedent, prior to request for disburse-
ment, shall be fulfilled within thirty (30) days after the
date that the First Amendment was executed, i.e., prior to
June 16, 1978,

For the purpose of providing adequate time for the
preparation and execution of the necessary contracts and
to process the reimbursement requests, the terminal date
after which A.I.D. or any bank will not accept request for
disbursement is hereby changed from June 30, 1978 as estab-
lished by Implementation Letter No, 7 to June 30, 1979,

For the purpose of providing adequate time for construce
tion and the processing of final invoices, the terminal dis-
bursement date of the loan as stated in Section 6.05 of the
Loan Agreement, is hereby changed to June 30, 1979.

We wish to bring your attention to the fact that the
original Loan Agreement was executed on July 31, 1974 and
that by extending the terminal disbursement date to June 30,
1979, the "life" of this project is now one month short of
five years. We urge you to impress upon those responsible
for project execution, that the project must be completed
and final invoices processed by June 30, 1979. To extend
this project beyond five years would be extremely difficult
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to justify and could only be approved by AID/Washington.

It is thus critical that all parties involved in the execu-
tion of this project, the Ministry of Works and Supplies,
your consultants and contractor, agree that nine months
beginning July 1, 1978 is adequate time to complete the
project and that this be so reflected in the contract amend-
ments.

If you have any questions or comments relating to this
Implementation Letter, I suggest that the Ministry of Works
and Supplies personnel contact our REDSO office directly.

Sincerely yours,

Robert H. Bell
Acting Director



