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PA~~ISTAK - CONSUL'rING SERVICEG 

I. SUMMARY AND RECOMMENDATIONS 

1. APPLICANT 

AID-DLC/P-840 
June 12, 1969 

l'he Government of Pakistan (GOP). The Eoonomic Affairs 
Divisbn (E/U':) of the cor '.;i11 l-,i'l.r,dle LIle loan for the GOP, but 
the implementing entities will be the various government depart­
ments and firms to whom consultinl services are provided fina.'1ced 
from the loan. 

2. AJvlOUNT OF LOAN 

$3,OOJ,OOO 

'~o finCifJ':c Lh(~ i\)reign f:xchanc;c cos ts of hiring U. S. con­
sultinG finn';, ,rc;aIli:r:atic,;u;, (lnd/or in,iividual experts and small 
quanti tif~s (.if c;1:)~ci=ll "qll~'l)ment tG provhk accictLlnce and advice 
to ac;encies 0:' th\~ G,JI) ilL,i/or to jJrivaLc pc.c;\.ictani firmc. Such 
assistance \·liLi. [;,; :',,1' varle,,;:,; t;rL!l":; 0:' {~o:;su;t:l:lt advice, sectoral 
and i ndu s t ri ul [; ~ Ul.~ 1. t.~ ~_;, i\~ ~_l:-~:i. iJ i 1. i t.y ~~ L1~(1 i:' L;, r:-.,~trl"~!.! t, ~~1.~ rv+.:y r: ) 

rlfjcl b,-.~ in th(~ ,~tl'tJ;t~} (,1' ~n'Lttt:r [u~d L'C'ht~r~ Ll'UJ1Sportat.ion, 
industry, a,~ri'~uLtul"", .:tc. 

l\.'CJ ::l curjdi:~i )l·~ nf t.[ .. l~ In:.lI:, Ali) ',·.'il.~. t1PT:rnvc1 cnc:n individual 
study in accordar1C\~ "·iit./1 ,;tar;ddrri i:Cl::.rlC'llLf';; bl;,;orc funds urc dis­
bursed, thus rc tainini.~ cor. t.ro1 or use 0:1.' the lomi. 

Pakistan i,; ,;rl:',rt of C~Zt)crt',iGc in numerous areus. This 
loan will ac;:;i~;t tjw GOP ::':1 ]H'oviLiinr, U.S. expertise to Government 
agencies and/"1" prj,vatl,~ rimi,; fl." needed. 

The lcmn D.1nc)unt ':li1.1. L\~ :;;3,OOO,OGJ. Hupce costs of the 
various stwliec and corlc:ul.tinc; advice that "Iill be provided will 
vary dependent on tl1i~ nature. tYT)C, and length of study or services, 
but might be expected to be b..)out 50 percent of the dollar costs 
overaJl. The implementing entities of the consulting services will 
finance the rupee costs. 
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6. BACKGROU~~ OF PROJECT 

This loan will be a successor to AID Loan No. 391-H-058 
of $2,000,000 to the GOP, "rhich was authorized and signed in IT 1963. 
Substantjally all of the funds under this loan have been committed 
and disbursed ar.d final payment f:i:om this loan will be made on or 
before December 'U, 1969. Loan 391-H-058 had the same purpose:; as 
this new loan, and was successfully implemented. The GOP applied 
for the new loan in 1"Y 1968. 

7. EXPORT HlPOT,'r BAl'IK CLEARAi'JCE 

The Export Import Bank indicated. on August 12, 1968 that 
it would not consiuel a loan for this project. 

Tht~ Mission draft":d this (,"t', anJ. recommends approval of 
the loan with the: terms and conditions indicated below. 

9. STATUTORY r;BI'I'ElUA. 

Statutory criteria has been met. (See Annex 1.) Conte­
Long considerations arc diSCUSSE.Cl in the Capital Assistance Paper 
dated 6 I·by 1~K;9 for toe Indus Basin Loan (A.LD./DLC P-821). The 
determincttion conce:l'ning aprlic~.bili ty of the Conte-Long Amendment 
referred to therein has not yet been made. Although the current 
~;71,OOO,O()O commodity Lean (391-JI- l ljO) does not contain a withhold­
inG provl.sion, viC shall assure that a sufficient amount will be 
held oacl( under that lOCln so that any necess<l1"J Conte-Long deduction 
for Pakistan can bt'; made from it if the determination is forth­
coming before 1 July 1969. If t:1e decermination is made after 
that date and if it requires a deduction, the deduction will be 
made from 1"Y 19'70 assistance to the extent that it is not possible 
to use the ;V(l,OOO,OOO commodity loe.n for this purpose. 

10. ISSUES 

None. 

11. RE(;GMMENDATIONS 

Authorization of a loan in an amount not to exceed 
$3,000,000 with the following terms: 

( a) BorrNler to repay the loan to AID in U.S. Dollars 
within forty (40) years from the date of the first 
disbursement under the loan, including a grace period 
of not to exceed ten (10) years from the date of such 
first disbursement. 
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(b) Borrower to pay interest to AID in U.S. Dollars 
of two percent (2%) per annum on the amount of 
principal outst~nding during the grace period. 
From and after expiration of the grace period, 
Borrower to pay interest in U.S. Dollars of three 
percent (3%) per annum on the amount of principal 
outstanding. 

(c) All goods and services financed from the loan will 
have their source and origin in the U.S .. 

(d) Such other terms and conditions as AID may deem 
advisable. 

DEVELOPMENT LOAN COMMITTEE 

At the! Mission 

Loan Officer: H.R. Vermilye 
Engineer: F. Locher 
Lawyer: E.J. Weiss 
Desk: ------------

DRAFTING OFFICERS: 

USAID/Pakistan: RCMalley/KDGxeiner 
AID/W: DHMandel 

At AID/W 

D. H.Mandel 
O. L.Folsom 
T.Carter 
W.R. Brown 
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II. PAKISTAN I S NEED FOR CmSULTING SERVICES f,ND AID ASSISTANCE 

Pakistan has experi.enced reasonably steady and satisfactory 
economic growth since ind("pendence in 1947, particularly in the 
period since 1958. So':1'.e of this growth must be attributed to the 
large number. of fr:>rei[7l experts in many areas thp..t have assisted 
GOP agencie[.' ani private finns over the years. 

As devel.op1nent IJ!"'oceeds, "t};,c r!ccd fer out~iC.8 8J~8rti~c doe:; 
not nocessarily decline. Despite substantial grm·rth of indigenous 
skills in many fields, the demand for such skills lllay also increase 
rapidly in other fielCis as the economy advance:> arld becoTIies larger 
and more complex. PalcLstan I S o',m professional resources thus rerrain 
insufficient to provide the qU2.I1tity 2.I1d quality of manpovIer needed 
to support gro\-r::'h 2.I1d modernization in Jr.cu1Y areas. Such discrepancy 
betHeen the supply dl1d demcu1d of spGcializel:. talent is COlllillon to 
most less dovelo:r)ed C~0i10]rd.CS. 

Countri0:J :lsej.stinij Paldst.:;n in oconGm:i.c L'rcuth hClV,:: i':U1W1ccd 
consultinG sorvicr:.:~; both scpaJ.'atcly and as related ond ~;iGnific:mt 
Fortinns of capital projl::'Gts. For ex::unple, the IFJRJJ hi f:ilJancing 
general consultinG services to tho hiC;hliCly dcpartPlc:nts in Loth 
I'lest and EClst Palcistan, &itish Cldvice has been provIded to the 
railway:;>: the Svedes hav3 assisted lrith experts jn lcurlily planning 
and technical .:;chools, and funding of pOller plm:t:.; by ,:m assortment 
of donors (Vleet Ger.ilwny, Czechoslovulda, USSH, U. S., C.Jn,·da, etc.) 
includes profl!5Gional consulting 5el"'Vices in pm'Tur generation. 

AID hCls attached considerable impor t,cU1ce to the finoJncing of 
such servicu~. Grant funds have been used ·to set up technical 
schools, provido Clssistance in statistics and agricuJture, etc. 
Dollar loan;:) fuT such capital projects as pOl'lCr plant~;, raihmys, 
roads, ports. etc., aJ..m03 t invariably include fincU1cing for 
related expert services. In addition, the follOlr.i.ng AID doUar 
development 10.Jns have been primarily or completelY for consulting 
services. All of th3In have been or arc being imp18mcnted in 
reasonably satisfacto:cy fashion: 

1. Loan 
this 
CAP. 
type 

H-058, for Consulting Services. Lllp3.ernen c,ation of 
10m1 is discussed in the following section of this 
This CAP recommends that another loan of this 

be authorized by A.I.D. 

http:servicL.cs
http:capit.al


-5-

2. Loan H-062, of $4,400,000, for general consultant services 
to the East Pakistan Water and Pover DevE:lopment Authority 
(EPWAFDA). The U.S. firm Inten:ational EnGineering Co. 
(IECO) was financed from t,his loan. 

3. Loan H-06S, of $1,::;00,000 for assista.nc'C;' to tbe F.:l[;t. 

PakisLan Department of Public Health EnGineering (DPHE). 
Tht= U.S. firm Camp, Dresser and McKee ,,'aG final1':!ed fro:n 
this 10D.!., and a new loan H-136, was signed :i n }'Y 69 to 
continue the st";l'vices of this firm. 

4. Loan H-069, of ~;5,60o,000, for General <'-..J"H"1 special con­
sUltant Gcrvices to the Hc;ct PLllcistan liater ann. Power 
Devl~J.opmcnt !\'uthor:ity (IvPlvAPD!\.). 'L'lw U.S. :;:'irIllS J[arza 
Enc;in(:cl'ilJ[!; LI.!lel 'l'i.ptol1 and l(alrniJllcb Here fj nO.lJccd \lnder -
this 10llJl. 

5. Loan iJ-073, of i~1,5()O,OOO for cX!,(>l't ~lssist.anc(! to i.he 
Mechanicl1l Equ:lp:ncrJt Or'caniz[Ltion (KEO) e,f En·IA?J), •• The 
U. S. firm Vinnel Corporation \·[etL; financeel f'rc'nJ (,ld.s loan. 

6. Loan H-107, of ~'.6,000,OOO to cont:I.nuc: t']-w .';I~rvj c(~:.: to 
WPWAPDA l'l'l~viously finilliced under 1,0<1.11 lI-Ch/). 

7. Loan JI-Ll11, of :);2,1100,000 to contiLu,' Ujl! G'>r;'~l'cl.l consulting 
services previously finCl.t1ced undr . .r Loan H-OG2 l,ntil the 
IBRD assUl~led responsibility ibr this nctivity in February 
1969. This loan is also being used to financr: a power 
plant tndnlll{..'. l'roc;ram for En-IAPD,'\. as ',·:el1 as se]f~cted 

specinl cOll:;ul LrUlts. 

Pakista.n i t.:;(~l f hac; d::-f(~] oped mor(~ expertise; as development has 
proceeded. Much has been learned from foreic;n experts. Consulting 
firms exist, pa.rticularly in the Karachi area. Yet the need for 
outside expertis8 continues to Le great, especially in light of the' 
more complex, difficult and ambitious grodth and investment goals 
that are expected to characterize the forthcoming Fourth Five Year 
Plan (1970-75). 
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=. 
During IT 1963 the GOP submitted an application to AID for a 

loan of $2,000,000 to finance thQ foreign exchat~ge oosts of U.S. 
firms to conduct feasibility studies only. This term is used to 
describe a detaUed profession~ report cmtair.ing the analysis 
of an individual project from the technical, economic, and financial 
viewpoints J arriving at conclusions as to the overall sounOriess of 
the project. The OOP applied far this 10M because it felt parti­
cularly short of engineer~1. financial analysts, and economists tor 
analysis of individual prOjects. 

The loan was authorized on February 22, 1963, and the Loan 
Agreement was signed on March 27 963 . Implementation Letter 
No . 1 was issued and a Letter of Cornmitment for tlie entire 
$2 ,000,000 WaS established at The Chase Manhattan Bank:) New YorI:, 
New York, on September 19, 1963; individual letters of credit are 
opened against this letter of Commitment with AID approval. Several 
studies financed from the loan got underway soon thereafter, notably 
three under auspices of the Paldstan Industrial Credit and Investment 
Corporation (PICIC) . 

Unfortunately however, the demand for feasibility studies t,hat 
the GOP and AID expected did not develop, and for some time the) oan 
lagged with much of the funds uncommitted. One reason was lack of 
experienm with this type of loan . AnotheI'l WciS the mili.tary con­
frontation of Pakistan with India during 1965 and early 1966, 
during which time the OOP understandably _oted prilne attention 
to defens6 matters rather than implementation of foreigp loans. 
Also, the GOP decided to concentrate on on-gomg projects rather 
than development of new projects . 

Later in 1966, when Pald..stan was again able to turn prime 
attention to economic matters, the GOP and AID re~onsidered the 
status of Loan H-05B. It was decided that lilniting the loan to 
feasibility studies only, alt.'1ough it might have made sense in 
1963, was no longer desirable because of coo.aulting neeUs in areas 
outside the scope of the loan as it ex:1.s"eJi . Consequently it was 

~e~!~ t~~~:~ :~e t:i~:s ':e::n~O:; s~!~~~n l~~ 2J 
1966 Implementation Letter No. 11 was issued changing the Boope of 
studies permitted under the loan to inolude the follow:lJ:lg in 
addition to feasibility studies, 
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1. Industrial and sectoral studies "'hich would enable the 
Government of Pakistan to achieve d. greater deGree of 
forward planning, thus makinG possible more efLicie:nt 
use of invest.ment CClpitU.l. 

2. Marl-;:et surve:ys to dl~tcrmine if pl'(jp()s,~(i 1,J'o.ir:ctG are 
economical and or sufficiently high pri.ority in the 
economic development of Pal<;:ir.;tan resources. 

3. Provide reaciily available i'ir:aLCjll[~ fc.'r (J, viD:ir:·ty of 
foreiGn consultinG r.;ervic(:s rd~oc);iz,!d 1,y AID to be 
lleedeo, in the desiGn, supervisiolJ 01 inr~"ection of 
constn;ction, start-up, operation [l!,cl lll<dntcnance 
of 111'ojcd,s. 

Subsequent to thi,; mnendrncnt, vuriouf'; :.;tl!\lic;,; I'tc,l't; put i'oTYlard 
by t!1C GOP to AID for i'ina,ncinc; under the; loan, and, r;r!(,ilGlt i'li:re 
approved so that lJlOS t of the fund::; f:COlU tIle loan no,/ al'C~ (li :::bursed 
or committed. jl;lpJ.ications for the; baJ anee; [l1'(, in r)l~(~p;J,l'uti()n or 
on hand, but tIleS," \':ill be hancllr:!d from any U(,:',., J ou.n. :it.WUi'S 
other than fcasibili ty studice; as SUCi1 have 1.,(;(>]] t)w ],alun; of the 
recent approvals. 

1. F'easibi LLL;V ;,; tudy of a HatC!1' ::;upply alld ::(;\'/UG(' system 
for the CJ.l.y of iQmlna in r::l~;t PcJ-;:l;~tiJ"l) :!~));,()C)o. Com­
pleted for the Ea,r;t Pa};istclll DVpCll'tmcnt () [' I'tl'nLi c Jiealth 
Enc;ine c1'irJ[£ (DPiIE) by th,,; ,1 miles ] I. ;,i r)): t (~I.m,~;,y C'(), Tlle 
study j,~ :::atisfactory. Ct:i'tain ~'!Ol';" rl~('Cl1.1l:jl:ljdul lws been 
carried ()1!l~ lJY Dpm~'s ovn fo:cccc;. J,\(,I'C d:LJ'L'iciilt; parts 
of the ,'/ork have been set ar;:iclc fe'l' futllJ'lc :ldj IA,. 

2. Feasibility ::;tucly of 8, neHsprillt mill for llL"Dih f.;l;gar 
Iv1iLls Lillller auspice,:> of PICIC, ;~j({,,~}()U. CCL'pl:!l.ed by 
Ermm Qml hoot, Inc. The study is ::;aLh;factol'y, alld 
indicated I~hat the project is not feasibl,,,; at tl1:i.S time. 

3. Feasibility study of a hardboard project l~(Jl' Crc::;cent 
Sugar Mills under auspices of PICIC, $28,600. Completed 
by Eastern Enc;ineering Co. Th8 study if'. satisfactory, 
and Crescent Sugar Mills hopes to undertel<::c cOllstruction 
of the project. 

4. Feasibility study of a paper plant for Hyesons Sugar 
Mills under auspices of PICIG $47,500. Completed by 
Brown and Root, Inc. The study is satisfactory and 
indicated raw material problems. The company is i.n­
vestigating pO'Q~~le raw material sources for the 
pl'oject. 
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S. Feasibility studies of irrigation projects near the 
Kamafuli River, $226,030. 'l'l'Ae1!l8 studiel!l were performed. 
tor EPWAPDA by ,Tustin-CourtnW-H0lilJ.weg-Watts. Repqrto 
wore recently reoeived and omfirm the technical Blld 
economic feasibility of th~ proj e~ts . The IIlRD has 
project financing under consid.era~ion. 

6 !J... Fe~sibility studies ot·psmall electric pump irrigation 
unfts in East Pakistan, $99,830, belng performed for 
EPWAPDA also by Justin-Courtne,y-Hohlweg-Watta. Reports 
were recently received and confilm the feasibility of 
the project. 'lile IBRD haa project financing under 
consideration. 

7. Feasibility study of an irrigation project southwest ot 
Dacca, $183,228 . Being performed for Ep,.lAPDA by 
Engineering Consultants, Inc. Reports cOllfinning the 
general feaDibility of the project have be~n received. 
Pending thg outcome of additional work by the consultant 
being financed by EP"APDA, the IBRD will finance this 
project . 

8 . General study of the possibilities of mining salt by 
solution water methods rather than in rock(? crm, $150,000. 
Being performed for the West Pakistan Industrial Develop­
ment Corporation (\mrc) by Brown and Root, Inc. It is 
anticipated that the report will be ready for submissiap 
by beg1nn;ng of 1970. ' 

9. Feasibility stt:.dies of developnent of five inland water 
ports:in East Paldstan (Barisal, Chandpur, Narayanganj , 
Dacca and Khulna), $210 , (\()Q. Reports Here submitted by 
Frederic R. Harris, Inc. to the East Paldstan Inland 
vlaterways Transport Authority . AID is presently awaiting 
3J'l. assessment of these reports by 'the U. S . Department of 
Transportation . 

10 . Preliminary energy surrey, $30,000, performed for the 
Planning Commission by Zinder International. This study 
completed in November 1968, recammen~ that a major 
energy study of Paltistan be undertakep. The recommenda­
tion is presently being considered by the GOP and could 
result in an application for financing under the proposed 
loan. 
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ll. Consulting services to modernize account:!.ng and 
statistical practices on the Pakistan Western Railway 
(PWR), $1)1,000, beii1g performed by Booz.., Allen and 
Hamilton. '1.'hi8 is a continuation of Hork finaneed 
under AID Loan H-oS5 to the pl.·m. The ,.;01';( j~: going Hell. 

The above 11 contract.s are ej.ther Cc,;;Jpletcli or Hull ·lllJdcr1·;ay 
unc.!..3!' letters of crodit. The rC-llze of sh'cli..cs C(IJ:llll ei:.t;d or Ilnder­
way under LOClll H-058, and the numb8r 01' J.;;cnCiE';;3 :Ul1!olv0d, is .. Ii de , 
as .indicated above. Result,::,; of the studies have boon fc.i.Vo1'able 
overall. Of tho ehNcn ~Ictivities thre,} hDV,:· P-;:'lxi.;;c,:d CedeI'etc 
re.sults (Nos. 1, 7 and 11), <:U1d threo fi,m:'L\ 1"'1:' p',)cl;:(:l~ rr:;'lllts 
(1'ios. 3, 5 and 6). nAHO studies (HoG. 2 W1d )1) I,l'C)ducr:;ci [:,,::;no.rits 
in the sense that/€~ic; finding the project not .f'~a~;ib18 end the 
o~lJher by lmcoverir.[; a sorious problem prevented a Ha~:;tc n.r scarce 
resources. One .study (No.8) is still -:.:nLlC:l",lay und l,\:(; :;t'.;dies 
(Nos. 9 and 10) are 1illder reviCH. On tho basi.'J of :,iris i'eco:cd 
AID considers the loan C3D be a success. 
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IV. PURPOSE AND USE OF THE 10AN 
iii 

The GOP ap9lied for a new loan of $3,000,000 for ConSultrlllg 
services to suoceed Loan H-OS8 in February 1968. D1aousa1ona have 
been held between GOP officials and AID Mission staf! since that 
time. Agreement has been reached that ~ new loan will have the 
same broad scop,e as the existing loan, and that the loan will be 
appropriately publicized among GOP agencies and p~ate firms to 
insure that the $.3,000,0 is effectively camnitted within a 
reasonable period of time not to exceed two years. 

There are a number of activities, applications for which are 
1ri. various stages of preparation or completion, which could 
conceivably '126 financed !'rom the loan. Some are listed below: 

1. Mong1a-Ghasiakhali Llllk Cllllal: 

An application for this project was received from IWTA in 
late fiscal 1968, but insufficient 1'unds in that year ;Qre ... 
vbnted autho~~ation. ninee then it has been deCided, as 
a resuJ.t of careful review to ffhance the r equired dredge 
from a commodity loEU'l., 39l-H-13l, and the cmsulting 
services from this loan. Amount : $150, 000 . '!"ne russion 
has signed a special agreement with the GOp. which applies 
to the activ:i.ty many of the same controls and implementation 
procedures which would be applied to a project loan. 

2. Training of Siddhirganj (EPilAPDA): 

The power plant at Siddhirganj (near Dacca) waa finan~ed 
from Loan 39l-H-OS2 . Additional training will be needed 
after ~he plant goea into commercial operations if the 
investment is to be protected and the potential benefits 
re~lized . Amount: $400, 000 . 

3 . Acc.ounting Modernization (p\>/R): 

Under an existing contract, P.ooz , Allen, Hamilton (BAH) 
have been working VIi th the Rffl. to ll"lodemize the railr9ad I a 
accounting system. The new system is being designed so 
that it can be readily transferred onto electronic data 
processing machinery. It is anticipated that the account­
ing system can be IImod.ernized" (but not IImechanizedll ) by 
June 30, 1970. At present BAlI is being financed from 
Loan 391-H-058 and 391-H-085, but .t'Unds will be exhausted 
by Sept ... ber 30, 1969. The proposed loan co\lJ.d be used 
to carry the consultants for the nine JKonths ending 
June 30, 1970. Amount: ~72,000 . 

http:AconigMdrnzto.PR
http:uCdTy.QZ
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4. C::>astal Emban30nent C:msulting Services (EPWAPDA) 

The c~natructl~n 'Of the c::>astal embankment scheme in 
East Pakistan is being financed under Loan 391-H-059. 
Although procurement will be c~pleted by December 31, 
1969 c::meul.t111g services will be required thr:mgh June 
30, 1911. It is anticipated that funds for this final 
18 montHs of services w~d come from this proposed l::>an. 
Amount: $700,000. 

It is relatively certain that the above activities, t?tallit~ 
more than $1 .3 million would be t1nanc~d tr~ the proposed l::>8n, 
shortly aiter authorization. In addition, there are 'Other activities 
that might be developed over the next year 'Or eD if tunds from the 
prop::tsed l'Oan vere available. The list '':If p:lssib1l1t1ea includes: 

1. Potash Survey - As s r esult 'Of a mineral survey conducted 
by the USGS 'Over l he past few years, there are indica~t3ns 
that West Pakistan has sizable p3tash dep3sits. The GOP 
is presently c~nsidering the advisability ~f a survey t~ 
determine the magnitude ~f the dep~sit and the technical 
and ec~n~mic feasibility ~f devel~ping it. Am~unt $250,000. 

2. Ener gy Survey - The prel1mir.ary study financed under l:>8n 
39l-H-058 rec~mm~nded a m~re c~mplete survey . This study 
and i t s rec~mmendati~n are presently being c~nsidered by 
a high level Energy C~mm1ss1~n and the Planning C~asi~n. 
Am~unt: up t~ t. j ooO ,OOO. 

3. Chittag~ng P~rt Rate Study - It has bec~me apparent as a 
r esult ~f AlDis review ~f this p~rt in c~nnecti~n with L:>8n 
39l-H-094 that the P~rtiG acc~ting system and rate structure 
ah~uld be reviewed and perhaps m::xlern1zed and/~r ~verhauled. 
Discussi~ns between the Mlssi~n and the P~rt will begin 
sh~rtlY. Am~unt : $250,000 . 

4. Special Studies - EPWAPDA - It is c~nceivable that the need 
f~r special studies may bec~me apparent as the new IBRD 
financed general c~n~tant8 t~ EPWAPDA devel~p their pr~gram. 
Am~unt: Unkn':JWtl at present . 

5. Pakis tan Western Railway (PWR) - The railway haa indicated 
that it w~uld like adv1s~ry assistance in devel~p'ing an 
lI!.n41~use" capability :for the rehabil1tati~n ~f diesel. loc:>­
m~tive crankshafts and e~ine bl~cka which are now r eturned . 
t~ the U.S. Am:>unt: $50,000. 

http:studi.es
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The ab~ve list is n~t all-inclusive, but is meant t~ be illus­
trative. The am~unts, where given, are highly tentative, and subject 
t~ re~inem'?nt if and when the applicati'::ln i~ devebped. The His6i~n 
is c~nfidE:nt h:--wever that *3.000,000 G~uld essily be c:Jrruni.tted during 
the tw~ yeurs f:Ub2equent t~ signing or G theref:Jre rec:Jm;nends a 1 :Jan 
~f this am:Junt. 

'I'lie r,i::1 Lure '.:Jf Lhis kind ::>1' l::>an 1.S :; - c::mrse such tll',L the need 
f~r studies ::>1' c:msultant aS2istance dev'~l.:Jps a3 cHGcussi::>ns are -held, 
Pr::>blem2 identified, and aS2ef:Sffients ::>f j ndisen:>U[; c'1p811 1i ti e:, ure 
made. A c::>ntin:Jus ClvailabiliLy :::.f thiE tJ'P(~ :)f finar:cjn;::: if; d(~Eirable. 

Tne studies 8:1d services s;;:.,uld benefit l-'::Jd2tE~r,' E: ':o8:Jfl:)WJ 2u'1:12tuntially. 
H:::ioIever, ,jU2t 8S ur,der the p:ci::>r l::>6.n, f.ID 'rlill n:)t bt:: c:xrmtitted in 
any way t::> fj,rlaLCin[~ pr .. ,jects that m1gnt result l'r:->tll Gtudief mac1e 
under the l::>Ell'lj the GOP under2tanda thi':. 'I'hf: IJun hl:lE th(~ further 
advantElge ::>f pr::,'1iding the Mi2si:Jr' ,Ii i,;1 r;\i;ElnE :)1 financing pDrticulnr 
activities and pr:Jjccts that it feeL,: 'J[ pnrticulul' imp:J!'t.Lnce t:J the 
devel::>pment efl':Jl't. 

http:eepai:lit.cs
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v. lMPLF11ENT ATION OF THE LOAN 

Assuming the new loan is autho~zed in late June 1969, execution 
of the Loan Agreement in ll.ugust or September 1969 seems reas(mable, 
since no unusual conditions precedent to disbursement of fund.'! will 
be attached to the loan, the standard conditions should be satisfied 
in short order, say in September or October 19(J'/, end Letters of 
Corranitment con be openQ(l inDll(;diately thC:l'l:Cll'ter. 

Loon II.,o58 dOe3 not }.lJ.'vVlUt::: .fur L:i:H::! IH'ancing o.~' equlpment 
considered ancillary to t'le consulting services beinG financed. Irl 
the neH ") oan, hOl'lever, s'.lch equirllnent 1,':5.11 ))(0, eJ.iL,'d)l c; fcr LLncmcinr; 
upon tl(u sp8cific <:ipproval of A.I.D. 'l':~e i;\l:~il:·;\.:n;:: .l, (.j CU l'SL: b,-~ 

neer.. ~8ary to effective performance of tlLc c;crv:i.cc.~) .',Ij\l [,,; a reli1 tively 
m::lor portion of the total cost. For C'x:':ulipJe, if a ,,;p,::~:.i:lL calculating 
<achine is nCCCSS21ry to effective ,'JOrk of the conc;ultc1ilL:) <And not 
available :Ln P;ucistan, tl1C:n it can be ficicCC,::tl 11,j';('1' Lt,,, 1c',n .erc,!! the 
U.S. if A.I.D. approves. The requirc.:,(;nt of t.L,!., :.j::,c"v;,l ;1,~,jl:,lS 

that the major purpose of the locU1 for C();1::;'ltjn2 ;;'ly\r:(:;; :,':L';'~ l)C 

ret~dn8d. 

Each of the stu.clio;] finmccd 1.:ndc:::.' ~,hl.::; ] C.,!rl ',;i 11 be; ,;,.:vc::Lopt3d 
<md administered :ill accordance lrlch 'U;e; J\'I.D. CC:Jit,'ctl P:cojccLs Guide­
lines as they relate the Borrower Procurement of F:ngincc1'ing and Other 
Professional S8rvicc~3 of the United states ;jC:iD'':e :J,d Odi;::n. (iLO. 
1441.1 dated Jamlc,ry 1:769). The resl')ccti'lc 1'(;;] ,Ii',:>:; ~.nd 
authority of the Hi:;sion and AID/I'! '{;il1 1,,, (l"I~c.:'i.r'!1~l ] (l1); "'l':'" by 
case' bas1. ". 

In line ui .. i:.h the I'sency policy of dec cntr~l ] j,', atiun, ;:l~,x:.JnlU'l 

responsibility cmd authority should \-,e v·~:;tc'ci :ilJ t·,],(; ;,;j'~:)i·n It is 
reCOGnized, h01;e:ver) that a givc;n ;;tl1d,'.' ";:~J :,<; j);'.n'j' .. '(,; ;;i:,;l "ll area 
or subject beyond the: [....)rviCl'l of tlkll c,xi:ji:.in;: l'j:;~;inl .;i:.:,,:'l:lng ul1d 
that AID/H) either as a result of (1) access t,l ,::t:;!c<I'i:.i:.:i': ill otilc~l' 
agencies or even outside the governrilcnt, or (:~) jn-·i;u'\";(~ e,:=ip:,bility, 
may Hell be ill a p,);:;ition to more clec1rly rlGlinr;;; Lc t~;ie Ilr()fJo~;c:rl scope 
of Hork c:nd (;valuate the consultant's proLSl'cs:::, 

It is anticipated that specific studies l:iJJ he .-Lwc·lop(:d as 
folloHS: 

1. Informal discussions betl-J8en tho Ki.s:.:;ioll J,Jlrl a party Jor 
Hhom the study Hould be performed lroulci reveal the possiLle 
need for a study or cO:'lsul tGj'1t s'3rvices f:inDllC(;d by this loan. 
The party could be an agency of Gither th8 central government 
or a prov.lllcial government or a private finn. 

2. If, ~s a result of these discussions, the Mission feels such 
a pro.iect ,muld be eligible and appropriate for financ:lnl! it 
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would work with the party to develop an application for 
eu!:m1Bsion through EAD. This proposal would inolude & 

notice for publication in the Commerce Businesa Daily a8 
well a8 a proposed scope ot work. 

J. In studying the application the Mission would cCIlsider the 
following points: 

(a) The need, desirability, and extent of AID/W participation 
in the !UpthaI' preparation and subsequent adm1n1st ra-tion 
of thE\ study. Specifically, the Mission would focus on 
the need for assistance in writing the scope of work to 
be included in the contract . I f possible, the 1-11551on 
would draft a scope of work at tlds point, for suauisBion 
to AID/W, othe~se assistance would be requested 
!'ran AID/W. 

(b) The need or desirability of prequalify1ng consulting 
f'i.nlI.s . 

(c) Special contract provisions inclnding the provisions for 
any interim r eports or r eview sessions. 

The Mission would submit its evaluation of the application, 
including the above points and an estimate of the cost to AID/W, 
With a recommendation to proceed. trhe Mission's decision not 
to proceed with a given study" would be con,.,eyed to EAD without 
prior reference to AID/W) . 

,. At this point, AID/W would review the borrower's application 
and the Mission's r ecommendation and scope of lo'Ork (if pro­
~d) and take the following action: 

(a) Concur in the Mi6sion ' s recommendat ions ( .. Mcb may 
include participation in the preparation of the scope 
of ~·mrk) ~d PUblish the CBD noticej or 

(b) Question and perhaps modify the Hission r s recommendat ions 
as a r esult of discussions with the Mission. 

It would be at !",his point that AlD;l1 would indicate any 
f'urthBr action ...... 'nch it planned to take . Consi stent with exist­
ing delegation of authority J the Mission will have action 
responsibilitY,: and authority to the extent AID/W partiCipation 
is not requested at this point. 
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6. The Mission Hould inform EAD of AID's agreement in principle 
upon notification from AID/W and the CBD notice would be 
published. 

7. Alte::- I'eSIJonses to the C qD notice are :'cceived, firms Hould 
t::: prequalified or requests for teclmical proposal would be 
prepario,,-l and released, with AID approval. 

8. The Borrower Hould select a firm, negotiate a 
submit it to fl..LD. for revieH and approval. 
contract :":'evieH "rill pay particular attention 
of wor!<: and fee. 

conGrar:.t and 
The A.I.JJ. 
tv the scope 

9. A separate L/Corrrrn will be opened for each alJproved contract. 

10. In accordance "lith the cO!1tract, A.I.D. vlOuld review the 
fmal draft of the study and final payment vionld require 
A.I.D. approval. 
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VI • REPAYMENT PROSPECTS 

An assessment o~ Pakistanis external debt position and prospects 
lead~ A.I.D. to share the view of other observers L~cluding the IBRD,' 
that Paldstan can support additional debt as long as the blend of termc 
continues to be sufficiently soft. Pakistan I s external public debt 
aJllounted to less than $200 million at the end of the First Plen. By 
June 1968, Paldsta.l1 had recei v~d lone ;tnd mecU.'l..'il term lo:m .:D.d commit­
ments or contracted for loan aid totalling $3.2 billion requi.l:'ing 
service in foreign exchange. Of the total cOITllT'itments, only $2.1 
hillior. had actually been disbursed by that t~lne cmd Has subject to 
debt service calling for approY.imately ~il50 lflilJ ion in~oreiLn exch­
ange in FY 1969, of ,{hich $25 million is for pri vate;ly placed debt and 
the balance of ~i125 million is for publicly placed debt. This service 
is equivalent to about l6-17 percent of projected forei[,'l1 exchange earn­
:i.ngs this year. Durjng FY 1969, Palcist.:m GX1)ects to complete COIl11Ut­
ments of appro:dJnatcly ~;500 million of additional foreiGn exch;tnge 
credit::; excluding dollL'cr repayable fractiG~s under PL-Lr80, cmd expects 
clisbur.scment.s of abol.lt ;t!60 million. If Pc.kistan I S additional require­
ments for foreign capital are met on the exj sting average terms (after 
adjustment for :c8cent changes in the rates of intcrcc;t and terms of 
payment i'rom some sources), its debt service on long ~tnd medium term 
debt Hill probably average over $200 million a year for the FeUl'th Five 
Year Pl;m. IIouever, if foreign exchange earnj~lG8 continue to rise by 
8-10 percent .J. year, tho foreseeable debt service ;;hould ren:ain ,dthin 
tho rCU1(30 of 16-20 percent of earnings for tlli3 Fou:cLh P1Gn period. 

It is seeking aid from donors to lceep blend of terms : ..:ason.J.ble, 
&no to reduce the proportion of h;}rd torm credits. Even if every 
effort is mudc to sustain the good e::q)ort perfor .. Fln,_~()) t}W:C8 remain 
It.1cert.aintic3 out:~ide PLlkistan 1:3 control, such as tho futc:r8 of jute, 
on ,·ihich itc :Lorc;ign l,:xchctnge earn:i.ngs are heavily dr.:::tJL:ndc;nt. It would, 
therefore, not be prudent to propose any signific;:;nt ho.rdel.ing of terms 
at prese:lt. Although Pald.stan can continue to accept some debt on con­
ventional terms, its ability to do so depends on a dr.::gree of contj.lluity 
in such relations cu1d on the availability of the bUlk of its require­
ments on soft tony,s. If these considerations are observed, Pc:Jcist,an 
should be able to service the debt foreseen. 
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vn. CONCLUSIONS AND RECOMMENDATIONS 

We conclude that: 

1. Pakistan has substantial need for foreign consulting services. 

2. A.I.D. Loan 058 for consulting services has been or will be 
beneficial to Pakistan IS ec.onomy. 

3. It is desirable to make another loan for purposes si.milar to 
Loan 058. Potential demand for the funds exists among a wide 
group of entities. 

4. The loan Hill be effectively implemented. 

5. The GOP bas the ability to repay the loan. 

6. All statutory criteria have been met. 

Therefore, A.I.D. recommends authorizat~on of a loan for this 
project to the Goverrunent of Prucistan in the amount not to ex~eed 
$3,000,000 wIth the following terms. 

1. Borrower to repay the loan to A.I.D. in U.S. dollars vuthin 
forty (4o) y~ars from the date of the first disbursement 
under the loan, including a grace period of not to exceed 
ten (10) years from the date of such first disbursement. 

2. BorroHer to pay interest to A.LD. in U. S. dollars of two 
percent (2%) per annum on the amount of principal outstanding 
during the grace period. From ru1d after expiration of the 
g":'ace period, Borrovrer to pay interest :in u.s. dollars of 
three percent (3%) per annum 0:< the am'Junt of principal 
outstanding. 

3. All goods and services financed .f:r0l.: t~:·:' J.oan vull have 
their sourCQ ur..d origin in the U.S. 

4. Such other terms and conditions as A.I.D. may deem advisable. 



ilNNEX I 

CHECKLIST OF STATUTORY CRITERIA 

I. COUNTRY PERFORMANCE 

A. Progress Towards Country Goals 

AID-m.C/p-840 

June 12, 1969 

1. FAA Sec. 201 (b) (5),201 (b) (7),201 (b) (8), 208. 
Di::,cuss the extent to which the country :.5: 

(a) Making appropriate efforts to increase food 
production and improve memlS for food storage and distribution~ 
- Pakistanis increase in foodgrain production has been dra­
matic and appropriate efforts are beine made in food storage 
and distribution. 

(b) Creating a favorable clL~ate for foreign and 
domestic private enterprise and investment. - Pakistanis 
leaders have recognized that domp.stic and foreiun private 
investment is essential to Pakistani economic development, 
and efforts supporting private investment continue. 

(c) Increasing the people's role in the developmental 
process. - Pakistan he.s applied great emphasis in its Ba.sic 
Democracies Program and agricultural ~nprovement program in 
bringing the people into its development process. 

(d) Allocating expenditures to development rather than 
to unnecessary military purposes or intervention in other 
free countries' affairs. - Pakistan's development programs 
embodied in its Third Five Year Plan stress key development 
areas, and governmental expenditures are used for development 
and not diverted to unnecessary military purposes or foreign 
intervention. 

(ej Willing to contribute funds t.o the project or 
program. - Pakistan is providing the local currency resources 
required for this project. 

(f) Malting economic, social, and political reforms such 
as tax collection improvements and changes in land tenure 
arrangement; and making progress toward respect for the rule 
of law, freedom of expression and of the press, and recog­
nizing the :iJrrportance of individual freedom, initiative, and 
private enterprise. - . Under the ne·w I'-1artial Law Adm:inistration, 
Pakistan's adhering to the maintenan·ce of the· RUle of Law, . 
individual free don and relative freedom· of expression and' of 
the press is re,?ognized. Private initiatiye and enterprise 
al'9 regarded as having an important place 
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in Pakistan's economic development drive. Measures have 
recently been taken which it j.s expected will permit even 
greater opportunity for the exercise of initiative and 
private enterprise. 

(g) Responding to the vital economic, political, and 
social concerns of its people, and demonstrating a clear 
determination to take effective self-help measures. The 
emphasi3 Pakistan has placed on development is noteworthy and the 
c01.lntrv

l
has demonstrated an unusual detcnnination to carry through 

se~r-n~ p measures. 
B. Relations with the United States 

1. FAA Soc. 620 (~. Is the government indebted to any 
U.S. citizen for goods or services furnished or ordered Hhere: 
(a) such citizen has exhausted available legal remedies incl~ding 
arbitration, or (b) the debt is not donied or contested by the 
government, or-(c) the indebtedness arises under such government's, 
or a predecessor's unconditional guarantee? - Pakistan is not 
ineligible under this section. 

2. FAA Sec. 620 (0.). If the loan is intended for construction 
or operation of any productive enterprise that Hill compete with 
U.S. enterprise, has the country agreed that it 1-11.11 establish 
appropriate procedures to prevent export to the U.S. of more than 
20 percont of its enterprise's annual production during the life of 
the loan? - The project w1.11 not compete I,lith U.S. enterprises. 

3. FAA Sec. 620 (e) (1). Has the government. o:c any govern­
ment agency or subdivision within the count~J (a) nationalized or 
e)..-propriated property ovmed by U.S. citizens or by any busines 
entity not less than 50 percent beneficially oimed by U.S. citizens, 
(b) taken steps to repudiate or nullify existing contracts or 
agreements lath such citizen or entity, or (c) imposed or enforced 
discriminatory taxes or other exactions, or restrictiv8 maintenance 
or operation c ondi tions.? If so, has it failed .vi thin a reasonable 
time to take appropriate steps to discharge its obligations under 
international 1m. tm.ard such citizen or entity? - Paldstan is not 
ineligiblA under this section. 

4. FAA Sec. 620 U). Has the country permitted" or failed 
to take adequate measures to prevent, the dmnage or destructiop- . 
by mob action of U.S. property, and failed to take appropriate 
measures to prevent a recurrence and to provide adequate compen-
sation for such damage or destruction? - Pakistan is not in . 
violation of this section. 

5. FAA Sec. 620 (1). Has the government instituted an 
investment guaranty. program under FAA Sec. 221 (b) (1) for the 
specific risks of inconvertibility and expropriation or confis­
cation? - Pakistan has instituted an investment guaranty program 
covering these specific risks. 
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6. FAA Sec. 620 (~). Has the country seized, or imposed 
any penalty or sanction against, any U.S. fishirlg vessel on account 
of its fishing activities in international l-laters? - Pald.stan has 
not seized or imposed ~~y penalty or@nction against a U.S. fishing 
vessel on account of its fishing activit.ies in international waters. 

7. FAA Sec. 620 (q). Has the country been L. default, dur~g 
a pe~lod in excess of six months, in pa~nent to the U.S. on any FAA 
loan? Pakistan is not in default in IJayment of principal or interest 
on any loan made under the FAA. 

8. FAA Sec. 620 (t). Have diplomatic relations between the 
country and the U.S. been severed? If so, h::.tve they been rene.red? 
- Pakistan has not severed diplomatic relations with the United 
States. 

9. ~p Sec. 106. Describe <my attempt m.:lde by the country 
to creaGe distinction because of race or religion in granting 
personal or commercial .:lccess or. other rights othenri.se avai18~ble 
to U.S. citizens generally. - Pakistan has not attempted to creat.e 
such discrimination. 

C. Relations "lith Other Nations .md the U .j'1". 

1. FAA Sec. 620 (i). Has the c oWltry beel! officially repre­
sented at any international confe:rence Hhen that representation 
included planni:t1g activities involving insurrection or subversion 
directed against the U.S. or countries receiving TJ. S. assistance? 
- Pakistan is not ineligible under this section. 

2. FM~ec. 6~0 (0.),620 (n); Arn. Sec. 107 (a)., 107 (b)2 
116. Has the country sold, furnished, or permitted ships or air­
craft under its registry to carry tc Cuba or North Viet Ham items 
of economic, military, or other assistance? - Pakistan is not in 
violation of these sections. 

3. FAll. Sec. 620 (u); Arn. Sec. nh. 1,;nat is the status of 
the country's U.N. dues, assessments, or other obligations? Does 
the loan agreement bar any use of funds to pay U.N. assossments, 
dues) or al'rcarages? - Pakistan is not delinquent in ar,y 
obligations to the United Nations. 

D. Military Situation 

1. FAA Sec. 620 (i). Has the country engaged in or prepared 
for aggressive military efforts directed against the U.S. or coun­
tries receiving U.S. assistance? - Pakistan is not ineligible 
under this section. 
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2. FAA Sec. 620 (s). What is (a) the percentage of the 
country's budget devoted to military purposes, and (b) the amount 
of the country's foreign exchange resources used to acquire mili­
tary equipment,? Is the country iverting U.S. development assist­
ance or P.L. 480 sales to military expenditures? Is the country 
diverting its own resources to unnecessary military expenditures? 
(Findings on taieje questions are to be made for each country at 
least once each fiscal year, and, in addition, as often as may be
 
require d by a material change in relevant circumstances.) - State/ 
A.I.D. in con: ultation .-ith the inter-a-enCy adVi-icrr committee 
concerned with the implementation of Section 620 (s) (the Symington 
Amendment) of the Foreign Assistance Act of 1961, Ls amended, has 
determined (a) that Palcistan resources are not being diverted to 
military expenditures to a degree which materially interf(eres w.rith 
its development, and (b) that neither J.S. duvelopment assistanco 

blor P.L. hO sales are diverted by Pakistan to military purposes. 

3. FAA Sec. 620 (v). Since January 1, 1968 'has the coun ry 
purchased llsoplisticated weapons systens," dis bursemcA,,bUs .or wiich 
are required during the current A.I.D. fis:;cal year? if so, has 
the withholding of an equivalent awmount of A.I.D. ass;istnuce been 
adequately provided for? - 1e have no confirmed infor,'mation that 
Pakistan has not made such purchases since the effective date of 
the provision. See Section I, 9 of the CAP.
 

II. CONDITIONi OFTIiE LO~L 

A. Generail Soundness 

a. Interest and Repayment 

1. FAA Sec. 201 (d), 201 (b) (2). is the rate of 
interest excessive or unreasonaible for the borrower? What 
capacity does the borrower have to repay the loan at a 
rasanable rate of interest? is The rate of interest less

han 2 percent per annum follo.ing the grace period? Is the 

rate of interest higher than the countryls applicable legal 
rate of interest? - The funds will be lent in compliance with 
the laws of the United States and of Pakistan. and the lending 
terms are considered reasonable. The rate of interest is less
 
than Pakistan's discount rate. See section on Repayment 
Prospects.
 

b. Financing 

1. F.AA Sec. 201 (b) (1). To what extent can financing 
on reasonable terms )e obtained frcm other free-world sources, 
including private sources within the U.S.?- Other financing 
for this loan is not available, 
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c. Economic and Technical Soundness 

1. FAA Sec. 201 (b) (2), 201 (e). The activity's
economic and technical soundness to undertake loan; does the 
loan application, together with information and assurances, 
indicate that funds ill be used in an economically and tech­
nically sound manner? - The Project is considered economically
and technically sound in part because of the successful utili­
zation of a previous loan of this type. Am application has 
been received. Sufficient information and assurances have 
been received and adequate controls will be incorporated in 
the loan agreement to indicate that the funds will be used in 
an economically and technically sound manner. Considered in 
Section V. 

2. FAA Sec. 611 (a) (1). If substantive technical or 
financial planning is reqWL-red, have engineering, financial, 
and other plans necessary 'o carry out assistance, and a 
reasonably firm estimate of the cost of assistance to the U.S.,
been completed? - To the extent applicable, this requirement
is considered in Sections III and IV. 

3. FA-A Sec. 611 (b); Ann. Sec. 101. Have plans for a 
water or related land-resource construction project or program 
included a cost-benefit computation? Does the project or 
program meet the relevant U.S. constructicn standards and 
criteria used in determining feasibility? - Not applicable 
to this loan. 

4. Fi , Sec. 611 (e) . if this is a Capital Assistance 
Project with U.S. financing in excess of $1 m-illion, has the 
principal A.I.D. officer in the country certified as to the 
country's capability effectively to maintain and utilize the 
project? The required Certification has been prepared. 

B. Relation to Achievement of Country and Regional Goals 

a. Countir Goals 

1. FAA Sec. 207, 281 (a). Describe this loan's
 
relation to:
 

(a) Institutions needed for a democratic society 
and to assure maximum participation on the part of the 
people in the task of economic development. - It is 
possible that the loan will finance studies or services
 
which will strengthen or develop institutions.
 

(b) Enabling the country to meet its food needs, 
both from its own resources and through development, 
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with U.S. help, of infrastructure to support increased 
agricultural productivity. - Studies or services may be 
financed which would contribute to attainment of 
agricultural self-sufficiency. 

(c) Meeting increasing need for trained manpower. 
- It is expected Pakistani firms will participate with 
U.S. forms in the studies undertaken with resulting 
increase in their capacity ind experience, 

(d) Developing programs to meet public health 
needs. - Studies or services may be financed in this field. 

(e) Assisting other important economic, political, 
and social development activities, including industrial
 
development; growth of free labor unions; cooperatives
 
and voluntary agencies; improvement of transportation

and communications systems; capabilities for planning
and public administration; urban development; nd modern­
ization of existing laws. - This loan may finance studies 
or services desiged to bring about development changes 
in some of the listed areas. 

2. FIA Sec. 201 (b) (h). Describe the activity's

consistency with and relationship to other development activ­
ities. - The making of feasibility studies and provision of
 
expert assistance is generally regarded as essential 
to proper

project development and implementation. Lyj providing financing

for such studies and services, this loan should contribute
 
to the success of development projects required for Pakistan's
 
economic gro-wth. 

3. FAA Sec. 201 (b) (9). How will the activity to be 
financed contribute to the achievement of szlf-sustaining

grow;th? - TIB premise of this loan the
reflected throughout 
paper is that it will contribute to the achievement of 
self-sustaining growth. 

h. FAA Sec. 201 (f). If this is a project loan,
describe how such project will promote the country's economic
 
development, taking into account the coiuntry's human and
material resource requirements and the relationship between 
ultimate objectives of the project and overall economic 
development. - See Section II. 

5. FAA Sec. 201 (b) (3). In what ways does the activity
give reasonable promise of contributing to development of 
economic resources, or to increase of productive capacities?
 
- Considered throughout the loan paper. 
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6. FAA Sec. 281 (b). How does the program under whichassistance is provided recognize the particular needs, desiresand capacities of the country's people; utilize the country'sintellectual resources 
to encourage institutional development;
and support civic education and training in skills required
for effective participation in political processes? 
-
Considered in Section II of the Loan Paper.
 

7. FAA Sec. 601 (a). How will this loan cncouragecountry's efforts to: a increase the 
the 

flow of internationaltrade; (b) foster private initiative and competition; (c)encourage development and use of cooperatives, credit unions,
and savings and loan associations; (d) discourage monopolisticpractices; (e) improve technical efficiency of industry, agri­culture, and commerce; and (f) strengthen free labor unions?- (a) All goods and services will be from the U.S.; (b), (c),
(d), (e) funds from this loan will be available to privatefirms and other organizations for studies and services which may contribute to Pakistan's efforts in these areas; (f) no
 
direct effect.
 

8. FAA Sec. 202 (a). Indicate the amount of money underthe loan which is: going directly to private enterprise;going to intermediate credit institutions 
or other borrowers
by private enterprise;for use being used to finance importsfrom private sources; or othorwise being used to finance pro­curements from private sources. - All purchase of goods andservices will be made from private U.S. firms through normal

commercial 
channels. 

9. FAASec. 61 (a) (2) Ihat legislative action isrequired ithin the recipient country? What is the basis fora reasonable anticipation that such action wi 
be completed
in time to permit orderly accomplishment of pua'poses of loan?
 - No legislative action required for this loan.
 

a. Regional Goals 

1. FAA\ Sec. 619. If this loan is assisting a newlyindependent country, to what extent do the circumstances permitsuch assistance to be furnished through multi-lateral organ­
izations or plans? - Not applicable. 

2. FAA Sec. 209. If this loan is directed at a problemor an opportunity that is regional in nature, how does assist­ance under this loan encourage a regional development program?- The U.S. is collaborating with IBRD-IDA and other free worldcountries to provide foreign exchange assistance to aid
Pakistan in its economic development. 
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C. Relation to U. S. Economy
 

a. Employment, Balance of Payments 
 Private Enterprise
 

1. FAA Sec. 201 (b) (6); 102, Fifth. What arethe possible effects of this Loan on U.S. economy, with specialreference to areas of substantial labor surp]ls? 
Describe

the extent to which assistance is constituted of U.S. commodi­
ties and services, furnished in 
a manner consistent with
improving the U.S. balance of pa .ents 
position. --Commodities
and services will be purchased directly from U. S. firms,

thus benefitting the U.S. economy. 
iTo particular benefit to
 
areas of labor surplus is anticipated.
 

2. 
 FAA See. 612 (b), 63Ci (h). VT.at steps have beentaken to assure that, to the miu,<Iu exz,ent possible, foreign
currencies owned by the U.S. and local currencies contributedby the arecouictrj utilized to meet tne cost of' contractual andother sez'vces, ad(t that U.S. for,.-ign-owned currencies areutilized in lieu of dollars" -Tho 1oca.L currency portion of
all studies and services will be wet by the Government of
Pakistan. The Loan Agreement will require assurance of
 
adequate loca currency financing.
 

3. i.iu S c. 60L (d): App. Sec. 115. If this loan isfor a capital project, to what e:tent has Agencythe encouragedutilization of engineering and professional services of U.S.firms and their affiliates? 
 If the loan is 
to be used to
finance direct 
costs for construction, will any of the contractors
be persons other than qualified nationals of the country or
qualified citizens of the U.S.? If so, has the required
waiver been obtained? -Professional services of U.S. firms
will be financed under this 
loan. The loan will not be used 
to finance construction. 

Sec . 8Provide onto be taken to utilize U. S. governncnt excess personal propertyin lieu of the procurement 

. S, 608 (). inforjmation measures 

of new items.- The Loan Agreement
will contain a provision covering this requirement.
 

5. FAA Sec. 6J2. 'That efforts have been made to assistU.S. small businesL to participate equitably in the furnishing
of commodities and services financed by this loan?- The servicesand equipment financed under this loan will be advertised for 
in the Office of Small Business Bulletin. 



-9­

6. FAA Sec. 621. 
 If the loan provides technical
assistance, how is private enterprise on a contraut basis
 
utilized'. 
If the facilities of other Federal agencies will
be utilized, in what ways are they particularly suitable;
are they competitive with private enterprise (ifexplain); and how can they be made available without 

so, 
wundue

interference with domestic programs':- Studies and serviceswill be provided by U. S. firms. It is not expected that

the facilities of Federal A.encies will be used. 

7. FAA Sec. 611(c). If this loan involves a con­tract for construction that obligates in excess of 100,000,
will it be aon competitive basis to the maximumn extent 
practicable' --
i,ot applicable.
 

b. Procurnemnt 

1. FA ,c. 602 (a. ,Till coransodity procurement berestricted so U.. except as otheiwise determined by the 
President: 
 -- Yes.
 

2. iA Sec. 604_ (b). ill any part of this loan beused for bu=k corn.:odity procurement at. adjust ed prices higherthan the ;z,r]cet price prevailing in the U.S. at time ofpurchascY -- The loan a-reement will contain a provision
covering this requirement. 

3. P'A Sec. 604 (e). ,iL any part, of t1n; loan beused for procurement of any agricuitu,,nl cc.:modity or productthereof outside the U.S. when the domestic price of such 
commiodity is less than parityt -- !,L. 

D. Specifi Rcquirements 

1. FA,Sfec. 20l(b) . is the country amo te 20 countriesin which development loan funds may be used -Lomke loans in
this fiscal year': - Yes. 

2. ec. -c2. Does the loan agreesnn provide, withrespect to capital projects, for U.S. approval of contract 
terms and fiissy -- Yes. 

3. FAA Sec. 620 (k). If the loan is for construction ofa productive enterprise, with respect to which the aggregate

value of assistance to be furnished will exceed $100 million,
what preparation has been made to obtain the express approval
of the CongressY -- Not applicable to this loan. 
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4. FAA Sec. 620 (b), 620 (f); ADD. Sec. 109 (b). Has the 
President determined that the country is not dominated or
 
controlled by the international Communist movementY 
 If the
country is a Communist country (including, but not limited 
to, the countries listed in FfuM Sec. 620 (f) ) ,nd the loanis intended for economic assistance, have the findings re­
quired by FAA Sec. 620 (f) and App. Sec. 109 (b) been madeand reported to the Congress.? -- Pakistan is not controlled 
by the International Communi st Movement. 

5. App. Sec. 109 a). ill any militair assistance, or
 
items of military or strategic sicnificance, be furnished
 
to a Corunist nation. -- No.
 

6. FAA Sa . 620 (h). What steps have been taken to en­
sure that 
tne itLO will not be used in a armer which, con­
trary to the best interest 
of the United Staues, promotes
 
or assists te foreirn aid projects of t_ e Cor,-iatist-bloc

coumtrie-' -- The l~a~n agreement will contaii. a provision 
on this point.
 

7. App. Sec. 118. Will any ) ndo be used o f-inance pro­
curement of steel
iron and producs jrse in Viet .ani

ouher than as conteplated 
by Sec. 18 - pplicable. 

8. FA Sec 8<' (:L). Will any Ur of '," ILan be used
in financing non-U.S.-manufactLred autoobiies' If so,

has the required waiver been obaned ­

9. FAA Sc._ 
Will 

620 (a) (1) and (2),. 6(20(;p.S.117.
any assistance be f-Lrn_'hed or fimds made available to


the government 
 of Cuba or the United Arab Repbfolic'i -- No. 

10. . Sec. 620 a . Will any part of this loan be usedto compensate ovners for ex proriated or nationalized propertyi
If any assistance has been used for such purpose in the past,

has appropriate reimbursement 
 been made to the U.S. for sums 
diverted' -- No.
 

11. FAA Sec. 201 (f). If this is a project loan, what pro­
visions have been made for appropriate Participation by the

recipient 
country's private enterprise. -- Loan funds will 
be available for use by the private sector. 

12. apr. Sec. 104. Does the loan agreement bar any use of
funds to pay pensions, etc. for persons who servingare
who have served in the 

or 
recipient country's armed forces' --

Loan funds will not be provided for any of the prohibited 
purposes. 
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IXNEX II 

A.ID 	 Loan No. 391-H-

CAPITAL ASSISTANCE LOAN AUTHORIZATION 

Provided from: Development Loan Funds 

Pakistan: Consulting Services 

Pursuant to the autho:ity vested in the Assistant Abrnistrator, 
Bureau for 	Near East and South Asia Agency for International 
Development (hereafter called "AID") by the Foreign Assistance Act of 
,961, as amended, and the Delegations of Authority issued thereunder, 

I hereby authorize the establishment of a loan pursuant to Part I,
Chapter 2, Title I, the Doveiopmsnt Loan huind to the President of 
Pakistan of not to exceed Throe Million Dollais ($3,000,000) to 
finance the foreign exchange costs of feasibility, sectoral and 
other studies, ad consulting services required in implementation of 
Pakistan's development progrm. 

1. 	Interest and ' Tc"m; of .... T"i e -tcrest oi the 
loan shall be two percent () per ann-u on the disbursed 
balance of the loan during the grace period and there­
after three percent (3%) per ann-m. The loan shall be 
repaid ni thin forty (4O) years from the date of the first 
disbursement under the loan, including a Lrace period of 
not to exceed ten (10) years. 

2. 	 Currency Renayrent. Provigion shall be made for repayment 
of the loan ani. payment of the interest in United States 
Dollars. 

3. 	 Other Terms and Conditions. 

(a) 	 Goods, materials and services financed under the loan 
shall be procured from the United States of America; 

(b) 	 Relending torins or other simtilar financial arrangements 
by the Borrower shall be subject to A.I.D. approval;
 

(c) 	This loan will be subject to such other terms and 
conditions as the A.I.D. may deem advisable. 

Assistant Administrator 

Bureau for Near East and South Asia
 

Dated:
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ATEX III 
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LOAN AGREEMENT 

BETW24EN TI-E 

PRESIDENT OF PAKISTAN 

AND THE 

UNITED STATES OF AMERICA 

FOR 

CONSULTING SERVICES 

DRAFT 

Dated: 
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LOAN AGREEMENT dated 
 between the PRESIDENT
 

OF PAKISTAN ("Borrower") and the UNITED STATES OF AMERICA, acting
 

through the AGENCY FOR INTERNATIONAL DEVELOPMENT ("A.I.D.").
 

ARTICLE I
 

The Loan
 

SECTION 1.01 The Loan. A.I.D. agrees to lend to the Borrower
 

pursuant to the Foreign Assistance Act of 1961, as amended, an amount
 

not to exceed Three Million United States Dollars ($3,000,000) ("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 United States Dollar costs of goods and services required for
 

the Project ("Dollar Costs"). The aggregate amount of disbursements
 

under the Loan is hereinafter referred to as "Principal".
 

SECTION 1.02 The Project. The "Project" shall mean (a) the
 

conducting of studies, including feasibility, industrial, sectoral,
 

market and other studies, (b) the provision of consulting services
 

for purposes mutually agreed to by A.I.D. and the Borrower, and (c)
 

the procurement of small quantities of special equipment essential
 

for the conducting of studies or provision of consultant services.
 

Such studies and services are to be in implementation of Pakistan's
 

Third and Fourth Five Year Plans, undertaken by United States firms,
 

universities, agencies or other entities, and approved by A.I.D.
 

Such studies and services are hereafter referred to as Consulting
 

Services.
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ARTICLE II
 

Loan Terms
 

SECTION 2. 01. Interest. The Borrower shali pay to A.I.D. 

interest which shall accrue at the rate of two percent (2; per annum 

for ten years following the date of the first disbursement hereunder 

and at the rate of throo percent (. 3% ) per annum thereafter 

on the.outstanding balance of Principal and on any due and unpaid interest. 

Irerest on the outstanding balance shall accrue from the date of each 

respective disbursement as such date is defined in Section 6. 03, and 

shall be computed on the basis of a 365-day year. Interest shall be 

payable semi-annually. The first payment of interest shall be due and 

payable no later than six (6) months after the first disbursement, on 

a date to be specified by A.I. D. 

SECTION 2. OZ. -Repayment. The Borrower shall repay to 

A.I.D. the Principal within forty (40) years from the date of the 

first disbursement hereunder in sixty-one (61) approxinmately equal 

semi-annll instalments of Principal and interest. The first instalment 

of Principal shall be payable nine and one=half (9-1/2) years after the 

date on which the first interest payment is 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. 
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SECTION Z. 03. Application, Currency and Place of Payment. 

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 Controller, Agency for International Development, Washington 

D.C., U.S.A., and shall be deemed made when received by the 

Office Vthe Controller. 

SECTION 2. 04. Prepayment. Upon payment of all interest 

and refunds then due, the Borrower may prepay, without penalty, all 

or any part of the Principal. Any such prepayment shall be applied 

to the insta2qents of Principal 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 Loan 

in the event that there is any significant irnprovenent in the internal 

and external economic and financial position and prospects of the country 

of the Borrower. 
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ARTICLE III 

Conditions Precedent to Disbursement 

SECTION 3. 01. Conditions Precedent to Any 

Disbursement. Prior to the first disbursement or to 

the issuance of the first 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) 	 An opinion of the Minister of Law of Pakistan 

or of other counsel acceptable to A.I.D. that 

this Agreement has been duly authorized or 

ratified by, and executed on behalf of the 

Borrower, and that it constitutes a valid and 

legally binding obligation of the Borrower in 

accordance with all its terms; 
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(b) 	 A statement of the names ,f the persons 

holding o2 acting in the office of the 

Borrower specified in Section 8. 02, and 

a specimen signature of each person 

specified in such statement. 

SECTION 3. 02. Additional Conditions Precedent 

With Respect to FVinancing a Consulting Service Prior. 

to disbursement of any amount for particular Consultinga 

Service financed hereunder, Borrower shall, except as 

A.I.D. may otherwise agree in writing, furnish to AbI.D. 

in form and substance satisfactory to A.I.D, : 

(a) 	 Evidence that a contract for services 

satisfactory to A.I.D. has been entered 

into with a' "United States firn\,university, 

government agency or other entity 

satisfactory to A. I. D.; 
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(b) 	 Evidence of the relending or other 

financial arrangements with regard 

to the use of the funds provided 

hereunder;
 

(c) 	 Evidence that funds other than those 

provided hereunder which are necessary 

for the timely completion of the Consulting 

Service will be made available in a timely 

and effective manner 

SECTION 3. 03. Terminal Dates for Meeting Conditions 

Precedent to Disbursement. 

(a) 	 If all the conditions specified in Section 3. 01 shall 

not have been met within ninety (90) dys from the 

date of this Agreement, or such latewr date as 

A.I.D. may agree in writing, A.I.D. at its 

option, may terminate this Agreement by giving 

written notice to the Borrower. Upon giving of 
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such notice, this Agreement and all obligations 

of the parties hereunder shall terminate. 

(b) If all of the conditions specified in Section 3. OZ 

shall not have been met by December 31, 1971, or 

such later date as A.I.D. may agree in writing, 

A.I.D. at its option, may cancel the then 

undisbursed balance of the amount of the Loan 

and/or may terminate this Agreement by giving 

written notice to the Borrower. In the event 

of a termination, upon the giving of notice, the 

Borrower shall immediately repay the Principal 

then outstanding and shall pay any accrued 

interest and upon receipt of such payments 

in full, this Agreement and all obligations 

of the parties hereunder shall terminate. 
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SECTION 3. 04. Notification of Meeting of Conditions
 

Precedent to Disbursement. A.1.D. 
 chall notify the Borrower
 

upon determination by A. I.D. 
that the conditions precedent to
 

disbursement, specified in Section 3. 
 01 and, as the case may
 

be, 3. 02, have been met.
 

ARTICLE IV
 

General Covenants and Wrarranties
 

SECTION 4. 01. Bxecution of the Project.
 

(a) The Borrower shall carry out the Project with due 

diligence and efficiency, and in conformity with sound engineering, 

financial and administrative practices; 

(b) The Borrower shall cause the Project to be carried 

out in 'conformity with all of the contracts, schedules and other 

arrangements and with all modifications therein, approved by 

A.I.D. pursuant to this Agreement; 

SECTION 4. 02. Funds and Resources to be Provided b, 

Borrower. The Borrower shall provide promptly as neeced all funds, 
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in addition to the Loan, and all other resources required for the punctual 

and effective carrying out of the Project. 

SECTION 4. 03. Continuing Consultation. The Borrower and 

A.I.D. shall cooperate fully to assure that the purpose of the Loan will
 

be accomplished. To this end, 
 the Borrower and A.I.D. shall from time
 

to time, at the request of either party, exchange views through their
 

representatives with regard to the progress of the Project, 
 the performance 

by the Borrower 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. 04. 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. 05. Taxation. This Agreement, the loan and 

any evidences of indebtedness issued in connection herewith shall be 

free from, and the Principal and interest shall be paid withuut deduction 

for and be free from, any taxation or fees imosed under the laws in 

effect within the country of the Borrower. As, and to the extent that 

(a).any contractor including any consulting firm financed hereunder, any 

personnel of such contractor and any property or transactions relating 

to such contracts and (b) any commodity procurement transaction 



-10­

financed hereunder, are not exempt from identifiable taxes, tariffs, 

duties and other levier' imposed under laws in effect in the country 

of the Borrower, the Borrower, except as Borrower, contractors 

and A.I.D. may otherwise agree, shall pay or reimburse the same 

under Section 4. 02 of this Agreement with funds other than those 

provided under the Loan. 

SECTION 4. 06. Utilizatinn 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; 

(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 aid 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. 07. 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 discharge of its 

obligations under this Agreement. The Borrower shall promptly irform 

A.I.D. of any facts and circumstances that may hereafter arise that 
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might materially affect, or that it is reasonable to believe might materially 

affect, the Project or the discharge of the Borrower's obligations under
 

this Agreement.
 

SECTION 4. 08. Commissions, 
 Fees and Other Payments. 

(a) 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 pay 
or agree to pay, nor
 

to the best of its knowledge has there been paid nor will there be paid
 

or agreed to be paid by any other- person or entity, commissions, fees
 

or other pa-icmnts of any kind, except 
as regular compensation to the
 

Borrower's full time officers and employees 
or as compensation for
 

bona fide professional, technical 
or comparable services. The Borrower
 

shall promptly report to A.I.D. 
any payment or agreement to pay for such 

bona fide professional, technical or comparable services to which it is
 

a party or 
of which it has knowledge (indicating whether such payment has 

been made or is to be made on a contingent basis), and if the amount of 

any such payment is dee'med inreasonable by A.I.D., the same shall be 

adjusted in a manner satisfacto ry to A.I.D.; 

(b) The Borrower warrants and covenants that no 

payments have been or will be received by the Borrower, or any official 

of the Borrower, in connection with the procurement of goods and services 
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financed hereunder, except fees, taxes or similar payments legally 

established in the country of the Borrower; 

(c) A.I.D. from time to time may issue binding
 

instructions concerning the eligibility for financing hereunder of
 

commissions, 
 including brokerage comnmissions and commissions
 

paid to 
sales agents or suppliers, and allowances to purchasing
 

agents or importers. Borrower agrees to comply with such
 

instructions, to promptly report to A.I.D. 
 any payment or allowance, 

or agreement to pay or permit any commissions or allowances, 

covered by such instructions of which it has knowledge and to 

reimburse, A.I.D. on request, in the amount of any payment or 

allowanc,. de or 2errnitted contrary to such instructions; 

provided, h-*vever, that this paragraph shall apply only to 

commissions or allowances arising from contracts or orders made 

or placed after the receipt by Borrower of notice of such instructions. 

SECTION 4. 09. Maintenance and Audit of Records. 

The Borrower shall maintain, or cause to be maintained, in 

accordance w'th sound accounting principles- and practices 

consistently applied, bobks and records relating both to the 

Project and to this Agreement. Such books and records shall, 

without limitation, be adequate to show: 
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(a) the receipt and use made of goods and services 

acquired with funds disbursed pursuant to this Agreement; 

(b) the nature and extent of solicitations of prospective
 

suppliers of goods and services acquired;
 

(c) the basis of the award of contracts and orders to 

successful bidders; and 

(d) the progress of the Project. 

Such boTks and records shall be regularly audited, in 

accordance with sound auditing standards, for s uch period and at such 

intervals as A.ID. rnay require, and shall be maintained for five 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 4.10. Reports. The Borrower shall furnish to A.I.D. 

such information and reports relating to the Loan and to the Project as 

A.I.D. may request. 

SECTION 4. 11. In pections. The authorized representatives 

of A.I.D. shall have the right at all reasonable times to inspect the 

Project, the utilization of all goods and services financed under the Loan, 

and the Borrower's books, records and bther documents relating to 

the Project and the Loan. The Borrower shall cooperate with A.I.D. 
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to facilitate such inspections and shall permit representatives of 

A.I.D. to visit any part of the country of the Borrower for any 

purpose relating to the Loan. 

ARTICLE V 

Procurement
 

SECTION 5. 01. Procurement from the United States., 
 Except 

as A.I.D. may otherwise agree 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 their
 

source and origin in the United States of Ame-ica. All ocean shipping 

and marine insurance financed under the Toan shall have both their
 

source 
and origin in the United States of Ameiica. 

SECTION 5.02, 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 or contracts 

firmly placed or entered into prior to the date of this Agreement. 

SECTION 5. 03. 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 countries 

included in Code 935 of the A.I.D. Geographic Code Book as in 

effect at the time orders are placed for such goods and services. 
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Section 5.04 Implementation of Procurement Requirements. The 

definitions applicable to the eligibility requirements of Sections 

5.01 	and 5.03 will be set forth in detail in Implementation Letters. 

Section 5.05 Plans, Specifications and Contracts. 

(a) 	Except 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 or proposal 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 otherwise agree in writing, all 

of the plans, specifications and construction schedules furnished 

pursuant to subsection (a) above shall be approved by A.I.D. in writing 

before taking effect. 

(c) 	All bid or proposal documents and documents related to
 

the solicitation of bids and proposals relating to goods and services 

financed under the Loan shall be approved by A.I.D. in writing prior 

to their issuance. All plans, specifications, and other documents 

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. 

(d) The following contracts financed under the Loan shall 

be approved by A.I.D. in writing prior to their execution: 

(i) contracts for engineering and other professional
 

services;
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(ii) contracts for construction services; 

(iii) 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 in any of 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 their service and 

such of their personnel assigned to the Project as A.I.D. may specify, 

and construction contractors used by the Borrower for the Project but 

not financed under the Loan, shall be acceptable to A. I. D. 

SECTION 5. 06. Reasonable Price. No more than reasonable 

prices shall be paid for any goods or services finan ed, in whole or in 

part, under the Loan, as more fully described in Implementation Letters. 

Such items shall be procured on a fair and, except for professional services, 

on a competitive basis in accordance with procedures therefor prescribed 

in Implementation Letters. 
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SECTION 5. 07. Employment of Third Country Nationals under 

Construction Contracts. The employment of personnel to perform 

services under construction contracts financed under the Loan shal 

be subject to requirements with respect to third country nationals 

prescribed in Implementation Letters. 

SECTION 5. 03. Shipping and Insurance. 

(a) Goods procured from the United States and financed 

under the Loan shall be transported to zhe country of the Borrower on
 

flag carriers of any country included in 
 Code 935 of the A.I.D. Geographic 

Code Book as in effect at the time of shipment. 

(b) At least fifty percent (5076) of the gross tonnage 

of all goods financed by A.I.D. (computed separately for dry bulk carriers, 

d,ry cargo liners and tankers) which shall be transported to the country of 

the Borrower during each United States fiscal year on ocean vessels shall 

be transported on privately-owned United States -flag commercial vessels 

unless A.I.D. shall determine that such vessels are not available at fair 

and reasonable rates for United States flag commercial vesse±. No 

such goods may be transported on any ocean vessel (or aircraft) (i) which 

A.I.D. in a notice to the Borrower has designated as ineligible to carry 

A. I. D. finarn ed goods or (ii) which has been chartered for the carriage 

of A.I.D. financed goods unless such charter has been approved by A.I.D. 
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(c) If in connection' *Withthe placement of marine insurance 

on shipments financed under United States legislation authorizing assistance 

to other nations, the country of the Borrower, by statute, rule or regulation, 

favors any marine insurance company of any country over any marine
 

insurance 
 company, authorized to do business in any state of the United
 

States of America, goods procured frorn the United States and 
 nanced under
 

the Loan shall d urin-
 the continuance of such discrimination be' izued agains, 

marine risk in the United Stzates of America wvith a company or companies
 

authorized to do a marine insurance business in any 
state of the United
 

States of America,
 

(d) The borrower shall insure, or cause to be insured,
 

all goods procured in the United Stat 
 s and financed under the Loan 

against risks incident to their transit to the point of their use in the 

Project. Such insurance -hall be issued upon tersrn and conditions consistent 

with sound comrnercial practice, shall insure the full value of the goods, 

and shall be payable in the currency in which such goods were financed. 

Any indemnification received by the Borrower under ouch insurance shall 

be used to replace or repair any rmaterial damage or any loss of the goods 

insured or shall be used to reirnburse the Borrower for the replacement 

or repair of such goods. Any such replacements shall be of United States 

source and origin and otherwise subject to the provisions of this Agreement. 
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SECTION 5. 09. Notification to Potential Suppliers. In order 

that all United States firms shall have the opportanity to participate in 

furnishing goods and services to be financed under the Loan, the
 

Borrower shall 'urnish to A. I.D. 
such information with regard thereto,
 

andat such times, as A.I.D. 
may request in Implementation Letters. 

SECTION .5.10. United States Government-Owned Excess
 

Proper. The Borrower shall utilize, 
with respect to goods financed
 

under the Loan to which the Borrower 
takes title at the time of procurement 

such reconditioned United States Government-Owned Excess Property as 

may be consistent with the :equirements of the Project and as may be 

available within a reasonable period of time. The Borrower shall 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 costs of inspection and of acquisition, 

and all charges incident to the transfex 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 aftert 

having sought such A.I.D. assistance, the Borrower shall indicate to A.I.D. 

in writing, on the basis of information then available to it, 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 suitable for use iatthe Project. 
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SECTION 5.11. Inforrration and Maring. Borrower shall give 

publicity to the Loan and the Project as a program of the United States aid, 

identify the Project site, and mark goods financed under the Loan, as 

prescribed in Implementation Letters. 

ARTICLE VI 

Disbursements 

SECTION 6. 01. Disbursements for United States Dollar Costs -

Letters of CommitrLe nt to United States Banks. Upon satisfaction of 

conditions precedent, the Borrower may, from time to time, request 

A.I.D. to issue Letters of Commitment for specified amounts to one or 

more United States banks, satisfactory to A.I.D. committing A.I.D. to 

reimburse such bank or banks for Fayments made by them to 

contractors or suppliers, through the use of Letters of Credit or otherwise, 

for D'ollar Costs of goods and services procured for the Project in 

accordance with the terms and conditions of this Agreement. Payment 

by a bsak to a contractor or supplier will be -.nade by the bank upon 

presentation of such supporting documentation as A.I.D. may prescribe 

in Letters of Commitment and Implementation Letters.. Banking charges 

incurred in connection with Letters of Commitment and Letters of Credit 

shall be for the account of the Borrower and may be financed under the 

Loan. 
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SECTION 6. 02. Other Forms of Disbursement. Disbursement of 

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

and AID may agree to in writing. 

SECTION 6.03. Date of Disbursement. Disbursements by A. I.D. 
shall be deemed to occur, in the case of disbursements p'arsuant 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 Commitment.
 

SECTION 6. 04. 
 Terminal Date for Disbursement. Except as 

A.I.D. may otherwise agree in writing, no Letter of Commitment or
 

other commitment 
document which may be called for by anoth.;r form of 
disbursement under Section 6. 02, or arnendmient thereto shall be issued 

in response to requests received by A.I.D. after Decemrber 31, 1971, and 
no disbursements shall be made against documentation received by A.I.D. 

or any bank described in Section 7. 01 after December 31, 1972. A.I.D. 
at its option, may at any time or times after December 31, 1972P reduce 

the Loan by all or any part hereof for which documentation was not 

received by such date. 

ARTICLE VII
 

Cancellation and Suspension
 

SECTION 7. 01. 
 Cancellation b the Borrower. The Borrower 
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may, with the prior written consent of A.I.D. by written notice to A.I. D. 

cancel any part of the Loan (i) which, prior to the giving of such notice, 

A.I.D. has not disbursed or committed itself to dibburse or (ii) which has 

not then been utilized through the issuance of irrevocable Letters of 

Credit. 

SECTION 7. 02. Events of Default; Acceleration. If any one 

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

(a) The Borrower shall h2;ve failZcd to pay when due any 

interest or installmen: of Principal required under this Agr eement; 

(b) The Borrower shall have failed to comply with any other 

provision of this Agreement, including , but without limitation, the 

obligation to carry oUt the Project with due diligence and efficiency, 

and the assurances contained under Section 3. 01; 

(c) The Borrower shall have failed to pay when due any 

interest or any i=,utallment o. Principal or any other payment required 

under any other loan agreement, any guaranty agreement, or any other 

agreement between the Borrower or any of its agencies and A.I.D. 

or any of its predecessor agencies 

then A. I.D. may, at its option, give to the Bor7 ower notice that a.l 

or any part of the unrepaid Principal shall be due and payable sixty (60) 
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4ays thereafter, and , unless the Event of Default is cured within
 

such sixty (60) days:
 

(i) such unrepaid Principal and any accrued interept 

hereunder shall be due and payable immediately, and 

(ii) the amount of any fur'ther disbursements made 

u4pder then outstanding irrevocable Letters of Credit or otherwise shall 

bocome due and payable as soon as made. 

SECTION 7. 03. Suspen:ion o:VDisbursements. In the event
 

that at any time:
 

(a) An Event of Default has occurred; 

(b) An event occurs that A.I.D. determines to be an 

extraordinary situation that makes it improbable either that the purpose
 

of the Loan will be attained or that the Borrower will be able to 
perform 

its obligations under this Agreement; or 

(c) Any disbursement would be in violation of the 

legislation governing A. I. D.; 

(d) The Borrower shall 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 agre'rment or any other 

agreement between the Borrower or any of its agencies and the Government 

of the United States or any of its agencies; 

Tir A. I.D. may at its option: 
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(i) Suspend or cancel oustandin' commitment documents to 

the extent that they have not been utilized through the issuance of
 
irrevocable 
Letters of Credit or through bank payments made other
 
tl'.Ln under irrevocable Letters of Credit, 
 in which event A.I.D. shall 
give notice to the Borrower promptly thereafter; 

(ii) Decline to make disbursements other than under outstanding 

commitment documents; 

(iii) Decline to issue additional comrmitmnent documents, and 
(iv) At A.ID. 's expense, direct that title to Loods financed
 

under the Loan shall be transferred 
to A. I. D. if the goods arc from a 
source outside the country of the Borrower, are in a deliverable state
 
and have not been offloaded in ports of entry of 
 h, country of the 
Borrower. Any disbursement made or to be nrade under the In with 
respect to such transferred goods shall be deducted from Principal. 

SECTION 7.04. Cancellation by A 1.:D. Following any suspension 
of disbursement pursuant to Section 7. 03, if the cause or causes for such 
suspension shall not have been eliminated or corrected within aixty (60) 
days from the date of such suspension, A. I. D. may, at its option, at 
any time or time s thoreafter, 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 disbursement or acceleration 

of repaymert, 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. TRefunds. 

(a) In the case of any disbursement not supported by valid
 

documentation in accordance with the term3 of this Agreement, 
 or 

of any disbursement not made or used ir accordance with the terms
 

of this Agreement, A.I. D. , notwithstanding the av a ilability or exercise
 

of any of the other 
remedies provided for under this Agreenient, may
 

require the Borrower 
to refund such anount in United States dollars to 

A.I. D. within ninety days after receipt of a request therefa. Such 

amount shall be made available first for the cost of goods and services 

procured for the Project hereunder, to the extent justified; the remainder, 

if any, shall be applied to the installments of Principal in the inverse 

order of their maturity and the amont of the Loan shall be reduced by 

the amount of such remainder. Notwithstanding any other provision in 

this Agreement, A.I.D. 's right to require a refund with respect to any 

disbursement under the Loan shall continue for five years following the 

date of such disbursement. 
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(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 oan, 

and such refund relates to an unreasonable price for goods or services, 

or to goods that did not conform with 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 ap-,jed 
to the instailnents of
 

Principal in the inverse olcler of their 
 mnatur:i-v and the amount of the Loan 

shall be recd ced Zy the arnount of such ren-iaind-r.
 

SECTION 
7. 67. T:nzes of Collection. All reasonable costs
 

incurred by A. I. D. 
, other 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 io the B'orrower and reimbursed to A.I.D. in suchnanner 

as A.I.D. may specify. 

SECTION 7. 0. Non-Waivcr ofRenedies. No delay in exercising 

or omission to exercise any right, power, or remedy accruing to A.I.D. 

under this Agreement shall be construed as a waiver of any of such rights 

powers or remedies. 
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ARTICLE VIII 

Miscellaneous 

SECTION 8. 01. Communications. Any notice, requests, document 

or other communication given, made or sent by the Borrower or A.I,D.
 

pursuant to this Agreement shall be in wriinj 
or 1'j tc -, cable or
 

radiogram and shall be deemed to have been duly "iven, 
 made or sent 

to the party to which it is addressed when it shall be delivered to such party 

by hand or by mail, telegram, cable or radiogram at the following addresses: 

TO BORROWER: 

Mail Address: 	 Secretary to the Government of Pakistan
 
President's Secretariat
 
Economic Affairs Division
 
Islanabad, Pakistan
 

Cable Address: 	 ECONOMIC
 

Islamabad
 

TO A.I.D.: United States Agency for International 
Development 

Alfalah Building, The Mall 
Lahore, Pakistan 

Cable Address: 	 USAIDPAIK 
Lahore 

Other addresses may 	be substituted for the above upon the giving of notice. 

All notices, requests, communications and documents submitted to 

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

in writing. 



SECTION 8. 02. Repres.entatives. For all purposes relative 

to this Agreement, the Borrower will be represented by the individual 

holding or acting in the office of the Secretary, Economic Affairs 

Division and A.I.D. will be represented by the individual holding or 

acting in the office of the Director, U.S.A.I.MI. vlission to Pakistan. 

Such individuals shall have the authority to designate by written 

notice additional representatives. In the event of any replacement 

or other designation of a representtive hercunder, Borrower shall 

submit a statement of the representative's name and specimen 

signature in form and substance satisfactory to A.I.D. Until receipt 

by A.I. D. of written notice of revocation of the authority of any of 

the duly authorized representative of the Borrower designated pursuant 

to this Section, it may accept the signature of any such representative 

or representatives -n .,ny instrument as conclusive evidence that any 

action effected by such instrument is duly authorized. 

SECTION 8. o3 . Inuknentation Lctters. A.I.D. shall from 

time to time issue I-n- lementation.",Letters that will prescribe the 

procedures applicable hereunder in connection with the implementation 

of this Agreement. 

http:U.S.A.I.MI
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SECTION 8. 04. Promissory Notes. At such time or times as 

A.I.D. may request, the Borrower shall issue promissory notes or
 

such other evidences 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. 

SECTION 8. 05. Termination Upon Full Payment. Upon payment 

in full of the Principal and of any accrued interest, this Agreement and 

all obligations of the Borrower and A.I.D. under this Ican Agreement 

shall terminate. 

IN WITNESS WHEREOF, the Borrower and the United States 

of America, each acting through its respective duly authorized 

representative have caused this Agreement to be signed in their names 

and delivered as of the day and year first above written. 

GOVERNMENT OF PAKISTAN 

By: 

Name: 

Title: 

UNITED STATES OF AMERICA
 

By:
 

Name:
 

Title:
 


