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A.I.D. Loan No. 3P6-T-226 

Proqjet 	Loan AJgrcr,-nmnt 

Dated: September 28 1 )79 

Between 

The Presidnt of India ("Borrower") 

and
 

The United States of America, acting through th:! 

.Agcncy for International Development ("A.I.D. ") 

Article 1: Th AAgroment 

The purpos., of this Are..mcnt is to set out the understandings of 

the parties named above ("Parties") with resp.-ct to the undertaking 

by the Borrower of th Project d,:scribud h.,rein, and with respect to 

the financing of the Project by the Parti:s. 

Articl 2: The Project 

Se ction Z. I D-.finition of Proj.u.ct. The Project will consist of 

(a) importation of chcmical fertilizcrs, and (b) supplementation of 

ongoing activities to broad.;n the bas,! of fE.rtilizer consumption. 

Ann,-x 1, ,ttachcd, amplifies th:e abov., d,,finition of th Projiect. 

Within the limits of the d(finition of th: Proj .;ct in this Section 2. 1, 

elements of the amplified description stat(-d in Annex 1 may be changed 

by written agro,,io( nt of the, authoriz,.d rpri.s..ntativ-,s of the Parties 

named in Skction - Z without formal amindrv2nt of this Agre(m.nt. 

http:Agre(m.nt


Arcicl 	 3: Financg 

SECTION 3. 1. The Loan. To assist the Borrower to meet the 

costs of carrying out thL; Projcct, A.I. D. pursuant to the Foreign 

A3sistance Act of 1961, as amended, agi es to lend th. Borrower 

under the torms of this Agreemunt not to . xc ed Twenty-two million 

United States ("U. S. ") Dollars ($22, 000, 000) ("Loan"). The aggregate 

amount of disburs rncnts under the Loan is rdferred to as "Principal". 

The Loan may be: used to financi, forign exchang. costs as defined 

in Soction 7. 1 of goods and s-rvicus rcquir.,d for th- Project. 

SECTION 3. 2. Borrower Resources for th. Projec--.t. 

(a) The Borrower agrees to provide or cause to b-,provided for 

the Project all funds, in addition to the Loan, and all other rvsource.s 

required to carry out thu Proj .ct uffectiv.4y and in a tim,:y mnner. 

(b) The resf-ource.s to L, provid-A or caus.d to be provided by 

th- Borrow.;r for the: Project are c.;timatc:d to be not l-ss than the 

equival.:nt of U.S. $400, 000. 000 for India's fiscal year 1979-80 including 

costs 	borno on an "in-kind" has,is. 

Sit;CTION 3.3. Pt oj.ct As.sistance Compli:tion Dat.. 

(a) Th 'ProjcXt A%:.s;intanc,: Conpletion Date'" (PACD), which 

is Duc,:mb.2r 31, 198P0, or .mich othtr dat, as th-, Parties may agree to 

inwriting, in the dat.- by which the Parti,s .,iltimatt; that all s('-:vicc:s 

http:Duc,:mb.2r
http:uffectiv.4y
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financed under the Loan will have been- performed and all goods financed 

under the Loan will have been furnished for the Project as contemplated 

in this Agree!ment. 

(b) Except as A. I. D. may otherwise agr :,'- in writing, A. I. D. will 

not issue or approve documentation which would authorize disbursement of 

the Loan for services pcrformed subsequent to the PACD or for goods furnished 

for the Project, as contemplated in this Ar, cment, subsequent to the PACD. 

(c) R-cqudsts for disbursement, accompanied by necessary supporting 

documentation prescribed in Project Implementation Letters, are to be 

received by A. I. D. or any bank described in Section 8. 1 no later than nine 

(9) months following th: PACD, or such other period as A.I. D. agrees to in 

writing. After such pe!riod, A. I. D. , giving notice "uiwriting to the 

Borrower, may at any time or times reduce the amount of the Loan by 

all or any part thereof for which requests for disburs,mcnt, accompanied 

by necessary supporting documentation pre.scrib,:d in Proje-!ct Implementa­

tion Lett.!rs, were! not rece-ived befoi c. the xpiration of said period. 

Article 4" Loan Ti-rms 

SECTION 4. 1. -Interest. ThL Borrower will pay to A.I.D. 

interest which will accru,, at the rato of two percent (2%) per annum 

for ten years following th. date of the first disburs.m-ent of th, Loan 
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hereunder and at the rate of three percent (3%) ner annum thereafter on
 

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

interest on the outstanding balance will accrue from the (late (as defined 

in Section 8. 4) of each respective disbursement, and will be computed on 

the basis of a 365-day year. Interest will be ,ayable no later than six (6) 

months after the first disbursement of the Loan hereunder, on a date to 

be specified by A. I. D. 

FECTION 4. ?. Repayment. The Borrower will repay to A. I. D. 

the Principal within forty (40) years from the date of the first disbursement 

of the Loan in sixty-one (61) aDoroximately equal semi-annual installments 

of Princinal and interest. The first installment of Principal will be 

,ayable nine and one-half (9-1/Z) years after the date on which the 

first interest payment is due in accordance with &ection 4. 1. A. I. D. 

will provide the Porrowcr with an amortization schedule in accordance with 

this Section after the final disbursemnent under the Loan. 

,ECTICN 4. 3. Application, Currency, and Place of Payment. 

All vayments of interest and Principal hereunder will be made in U.S. Dollars 

and will be applied first to the nayment of interest due and then to the 

repayment of Principal. Fxcept as A. I. D. may otherwise snecify in writing, 

tnayments will be made to the Controller, Office of Financial Management, 

Agency for Internatienal Development, Washington, D.C. Z0523, U.S.A. , and 

will be deemed made when received by the Office of Financial Management. 



SECTION 4.4. Prap~yjn.nt. Upon payment of all interest and any 

refunds then duo, the Borrower may prepay without penalty all or 

any part of the Principal. Unless A.1. D. otherwise agrees in writing, 

any such prepayment will be applied to the installments of Principal in 

the invorse order of their maturity. 

SECTION 4. 5. Reneotiaton of Terms. 

(a) The Borrower and A.I.D. agree to negotiate, at ouch time or 

times as either may request, an acceleration of the repayment of the 

Loan in the event that there is any significant and continuing improve­

ment in the internal and external economic and financial position and 

prospects of India, which onablo the Borrower to repay tho Loan on 

a shorter schedule. 

(b) Any request by either Party to thi other to so negotiate will 

be made pursuant to Section 9. 1 and will givu the name and address 

of the person or persons who will represent the requesting Pnrty 

in such negotiations. 

(c)Within thirty (30) dnys after tho dolivery of a request to 

nogotiata, the requested Party will communicate to the othur, 

pursuant to Section 9. 1, the name and address of the parson or persons 

who will roprasent tha requested Party in such negotiatkonh. 

http:Prap~yjn.nt
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(d) The representatives of the Parties will meet to carry on 

negotiations no later than thirty (30) days after delivery of the requested 

Party's communication under sub-section (c). The negotiations will 

take place at a location mutually agreed upon by the representatives 

of the Parties. 

SECTION 4.6. Termination on Full Payment. Upon payment in 

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

obligations of the Borrower and A. I. D. under it will cease. 

Article 5: Conditions Precedent to Disbursement. 

SECTION 5. 1. First Disbursoment. Prior to the first disburse­

ment under the Loan, or to the issuance by A. I. D. of documentation 

pursuant to which diubursoment will be made, the Borrower will, 

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 counsel acceptable to A. I. D. that this Agreement 

has buen duly authorized and/or ratified by, and executed on behalf of, 

thu Borrower and that it conatituteas a vnlid and legally binding obliga­

tion of the Borrower in accordance with all of its terms; 

(b) A statement of the names of the persons holding or acting 

in the office of thu Borrower specified In Section 9. 2 nnd a spocimen 

signature of each prson specified in such statement; 

. U 
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(c) Evidence of arrangements for the procurement of AID-financed 

commodities including a draft tend,.r document including specifications 

for imported fertilizers, and ocean shipping Charter Party format. 

SECTION 5. 2. Notification. When A. I. D. has determined 

that the conditions pr .-cedznt specified in Section 5. 1 have been met, it 

will promptly notify the Borrower. 

SECTION 5. 3. Terminal Dates for Conditions Pruecedent. 

If all of the conditions specified in Saction 5. 1 have not baen met within 

90 days from the. date of this Agrecmunt, or such later date as A. I. D. 

may agree to in writing, A.1. D., at its option, may terminate this 

Agreement by written notice to the Borrover. 

Article 6: Special Covenants. 

SECTION 6. 1. Project Evalu-tion. The Borrower agrees to 

cstablish an evaluation program satisfactory to the. Parties as 

an integral part of the Project. Exctopt -ts the Parties otherwise agree 

to in writing, th- program will include an annual cvaluation of 

progress toward attainment of the purposes of the Proje ct, including 

ideLtification and analysis of problem areas or constraints -'hich 

may inhibit such attainment. 



Article 7: Procurement Source 

SECTION 7. 1. Foreign Exchange Costs. Disbursements 

made pursuant to Section 8. 1 will be used exclusively to finance 

the costs of goods required for the Project having their source and 

origin in Code 000 (United States) of the A. I. D. Geographic Code 

Book and for procurement of services and for the procurement of 

Di-ammonium Phosphate and Urea in countries included in Code 941 

of the A. I. D. Geographic Code Book as in effect at the time orders 

are placed or contracts entered into for such goods and services 

("Foreign Exchange Costs") and except as A.I.D. may otherwise 

agree in writing, and except as provided in the Standard Provisions 

Annex, Section C. l(a) with respect to ocean and air shipping and 

Section C. l(b) with respect to marine insurance. 

Article 8: Disbursements 

SECTION 8,. 1. Disbursement for Foreign Exchange _Costs. 

After satisfaction of conditions precedent, the Borrower may obtain 

disbursements of funds under the Loan for the Forci;n E;xchange 

Costs of goods or services, ri-quir.:d for th,. Project in accordance 

with the terms of the Agreement, by such of the following methods 
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as may be mutually agreed upon: 

(1) by submitting to A.I.D., with necessary supporting docu­

mentation as prscrib d in Project Implementation Letters, 

(A) requests for rcimbursement for such goods or services, or 

(B) requests for A. I. D. to procur J commodities or services in the 

Borrower's behalf for the Project; 

(2) by requesting A.I.D. to issue Letters of Commitment for 

specified amounts (A) to one or morc U. S. banks, satisfactory to 

A. I. D., committing A. I. D. to reimburse such bank or banks for 

payments made by them to contractors or suppliers, under Letters of 

Credit or otherwise, for such goods or si:rvices, or (B) directly 

to one or more contractors or suppliers, committing A. I. D. to pay 

such contractors or suppliers, through Letters of Credit or other­

wise for such goods or se;rvices. 

Banking charges incurred in connection with Letters of Credit 

or Committ-mint shall bu for the account of the Borrower and may be 

financed unde:r the Loan. 

SECTION 8. 2. Oth-r Forms of Disbursement. Disbursements 

of th.: Loan may nlso be madu through such other means as the 

Parties may agree to in writing. 
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SECTION 8. 3. Rate of ExchanE. If funds provided under the Loan 

are introduced into India by A. I. D. or any public or private agency for 

purposes of carrying out obligations of A. I. D. hereunder, the Borrower 

will make such arrangements ns may be necessary so that such funds may 

be converted into currency of India at the highest rate of exchange which, 

at the time the conversion is made. is not unlawful in India. 

SECTION 8.4. Date of Disbursemant. Disbursements of the Loan 

by A. I. D. will be doemed to occur on the date on which A. I.D. makes 

a disbursement to the Borrower or its designee, or to a bank, contractor 

or supplier pursuant to a Letter of Commitment, contract or purchase order. 

Article 9: Miscollantous 

SECTION 9. 1. Communications. Any notice, request, document 

or other communication submitted by ;ith,:r Party to the other under 

this Agreement will be in writing or by telogram or cable, and will be 

doomed duly givon or sent when dcliverod to such Party at the following 

address:
 

To the Borrower: 

Mail Address, 	 Sucrotary to the Government of India 
Department of Economic Affairs 
Ministry of Finance 
Now Delhi 

Alternate address for tolegrams ECOFAIRS, NEW DELHI. 
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To A.I.D.g
 

Mail Addrosst Mission Director
 
USAID 
American Embassy, West Building 
Now Delhi 

Alternate 3ddross 

for telegrams: USAID, NEW DELHI 

All such communications will be in English, unless the Parties
 

othorwiso agroo in writing. 
 Other addresses may be substituted for the
 

above upon the giving of notice.
 

SECTION 9. 2. RgOresontativcs. 
 For all purposes relevant to this
 

Agroment, 
tho Borrower will be rapresentad by the Individual
 
holding or acting in the Office of Director or Deputy BocreatAry,
 

Departmont of Economic Affairs, Ministry of Finance, and A. L D. wiHl be
 

reprsontod by the Individual holding or acting in the Offnce 
 of Mission Director, 

each of whom, by written notice, may designat additional representatives 

for all purposas other than exercising the power under Section 2. 1 to 

reviso olements of thu amplfiod project description in Annex 1. Thu 

names of tho reprosantatives of the Borrower with spectmun silaturas 

will be providwd to A. 1.0, which may accept as duly authorisod any 

instrument signed by ouch raprosentAtIves in Implementation of this 

Agreement, until receipt of written notice Of r&VOCAtion of their 

authority. 



SECTION 9.3. Standard Provisions Annex. A "Project Loan 

Standard Provisions Annex" (Annex 2) is attached to and forms part 

of this Agroement. 

SECTION 9.4. Language of Agreement.. This Agreement is 

prepared in both English and Hindi. In the event of ambiguity or 

conflict between the two versions, the English language version will 

be used for final interpretation. 

IN WITNESS WHEREOF, the Borrower and the United States of 

America, each acting through its duly authorized representative, have 

caused this Agreement to be signed in their names and delivered as of 

the day and year first above written. 

THE PRESIDENT OF INDIA THE UNITED STATES OF AMERICA 

ByByj j-

Name: S. V.S. Juneja Name: Robert F. Goheen 

Titles Joint Secretary to the Titlet Ambassador 
Government of India 
Department of Economic Affairs 
Ministry of Finance 



A.I.D. 	Loan No. 386-T-226 

Annex I 
Project 	Descrption 

The purpose of AID's participation in the Indian fertilizer program 

is to assist in sustaining the momentum of increased fertilizer consumption 

established during the past three years. The government's instruments
 

for accomplishing this purpose include 
an aggressive import policy that
 

will provide a 
total supply of fertilizers sufficient to ensure availability at 

all levels of the distribution system, and activities designed to broaden the 

base of 	consumption by both area and type of consumer.
 

Expected diminishing 
returns 	from fertilizer use in high using dis­

tricts and among progressive farmers, and the 
GOI's specific concern for
 

improving the w-1fare of the weaker 
sections of the community and the
 

more backward areas, 
 dictates that activiti :s dcsigned to broaden the base
 

of participation in fertilizer 
use be undurtaken. Consequently, the GOI 

plans to incr-ase th. number of districts, especially in the dryland areas, 

in which intcnsiv,- fcrtiliz,:r promotion campaigns (IFPC's) arc to be 

waged. 

On the supply side, continu-d efforts will be made to develop a usable 

system of incentives that will stimulite the mov7ment of f-:rtilizer into 

th,- mor., r-.mot,- ar.i . Actions expucted to b,. undertaken by th,, GOI 

include an incruas.- in th.: number of supply depots in such ar. as and 

mecting th,: costs of transportation to such aras. 
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As a contribution to the effort to maintain supply pressur,; on the 

fertilizer system and to broaden the base of fertilizer consumption in 

remote areas and among small farmers, AID will mak- $150 million in loan 

funds available to the GOI to hJ;p cover an estimated total import bill of 

roughly $1. 5 billion over the period 1979-81. Fe.rtilizer materials expected 

to be importe-d with U.S. assistance include diammonium phosphate, urea 

and ammonium sulphatc. Under this agreement ammonium sulphate 

procurement will be from the U.S. while DAP and urcp may be procured 

from AID Geographic Code 941 countries. Th,; 1980-81 AID proposed 

assistance is subjuct to the availbility of funds for this purpose and the 

mutual ,gre.ment of the parties ,t that time to proceed. 

The GOI may conduct curtain studies aimud at (1) developing now 

cours.-%s of action to cop- with thu probl ms nd constraints of the fertilizer 

distribution system, and (2) anplyzing the exp-rience g.aincd in varietya of 

f-urtiliz:r promotion activitics. AID will consider grant financing such 

studies if requ-sted by th.. GOL. Invustrrnent proposals r-sulting from such 

studies may also bG conside:red for latur AID financing. 



A.I.D. 	 Loan No. 38,6-T-226 

Annex 2 

Prj .t Loan 

Standard Provisions Annex
 

Definition: 
 As used in this Annex, the "Agreement" refers to the Loan 

Agreement to which this Annex is attached and of which this Annex forms 

a part. Terms used in this Annex have the same meaning or reference
 

as in the Agreement.
 

Article A: Project Implementation Letters. 
 To assist the Borrower in
 

the implementation of the Project, A.I. D., 
 from time to time, will 

issue Project Implementation Letters after consultation with the 

Borrower that will furnish additional information about matters stated 

in this Agreement. The Parties may also use jointly agreed-upon 

Project Implementation Letters to confirm and record their mutual 

understanding on aspects of the implemintation of this Agreement. 

Project Implementation Letters will not be used to amend the text of 

the Agreement, but can be used to record rovisions or exceptions 

which arE permitted by the Agroment, including the revision of 

elements of tha amplified description of the Project in Annex I. 

Article B: General Covenants 

SECTION B. 1. Consultation. The Parties will cooperate to 
assure that the purpose of this Agreement will be accomplished. To 

this end, the Parties, at the requoat of either, will exchange viewson the progress of the Project, the performance of obligations under 
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this Agreement, the performanca of any consultants, contractors or 

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

SECTION B. 2. Execution of Project. The Borrower will: 

(a) carry out the Project or cause it to be carried out with due diliganc 

and efficiency, in conformity with sound technical, financial, and manage­

ment practices, and in conformity with those documents plans, specifica­

tions, contracts, schedules or other arrangements, and with any modifica­

tions therein, approved by A. I. D. pursuant to this Agreement; and 

0 

(b) provide qualified and experienced management for, and train such 

staff as may be appropriate for the maintnance and operation of tha 

Project, and, as applicable for continuing activities, cause the Project 

to be operated and maintainad in such manner as to aasuro the continuing 

and successful achievement of the purposes of the Project. 

SECTION B. 3. Utilization of Goods and Sarvices. 

(a) Any resources financed under the Loan will, unless othorwise agreed 

in writing by A. I. D., be devotad to thv Projoct until th, completion of 

the Project, nnd thereaftur will be used so As to further the objectives 

sought in carrying out the Projuct. 

(h) Goods or servicas financud undur the Loan, excupt as A. I. D. 

may otherwise agrom in writing, will not be used to promote or assist 

a foreign aid project or activity associated with or financed by a country 

not included in Code 935 of thu AI. D. OGographic Code Book as in effect 

* at the timo of auch uso. 
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SECTION B. 4. Taxation. (a) This Agreement and the Loan will be 

free from, and the Principal and interest will be paid free from, any 

taxation or fees imposed under any of the Central, State (including Union 

Territories), City or Municipal laws in effect in India. 

(b) No proceeds of the Loan shall be disbursed on account of pay­

ment of indentifiable taxes, tariffs, duties or other levies imposed by or 

under any of the Central, State (including Union Territories), City or 

Municipal laws of the Borrower on goods or services or on the importation, 

manufacture, procurement or supply thereof. A Project Implementation 

Letter, jointly agreed-upon, will indicate the details of the implementation 

* of this sub-section. 

SECTION B. 5. Reports, Racords,_Inspections. Audit. The 

Borrower will: 

(a) furnish A. I. D. such information and reports relating to the Project 

and to this Agreement as A. I. D. may reasonably request; 

(b) maintain or cause to be maintained, in accordance with generally 

accepted accounting principles and practices consistently applied, books and 

records relating to the Project and to this Agroemant, adequate to show the 

rec.ipt and use of goods and soirviceo icquired under the Loan. Such books 

and records will be audited rogularly, in accordance with generally accepted 

auditing standards, and maintained for three years after the date of last 

disbursement by A. I. D. ; such books and records will also be adequate to 
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show the nature and extent of solicitations of prospective suppliers of 

goods and services acquired, the basis of award of contracts and 

orders, and the overall progress of the Project toward completion; and 

(c) afford authorized representatives of A. I. D. thoi opportunity at 

all reasonoble times to inspect the Project, the utilization of goods and 

services, and books, records and other documents relating to the Pro­

ject and the Loan. 

SECTION B. 6. Completeness of Information. The Borrower con­

firms: (n) thnt the facts and circumstances of which it has informed 

A. I. D., or caused A. I.D. to be informsed, in the course of reaching 

ngreemLnt with A. I. D. on the Loan, are accurate and complete, and 

include all facts and circumstances that might rmaterially affect thi Pro-

Ject and the discharge of responsibilities under thin Agreement; and 

(b) that it will inform A. I. D. in timely fashion of any subsequent facts 

and circumstances that might matarially affect, or that it is reasonable to 

believe might no affect, the Project or the discharge of reaponoibilitis 

under this Agroement. 

SECTION B. 7. OtherLPayments. Borrower affirms that no payments 

hava been or will be rc)ceivad by any official of the Borrower in connection 

with the procurement of goods %ndservice0 financed under the Loan except 

fees, taxes or similar payments legally establiahed in the country of the 

* Borrower. 



SECTION B. 8. Information and Marking . The Borrower will give 

appropriate publicity to the Loan and the Project as a program to which the 

United States has contributed, identify the Project site, and as appropriate 

mark goods financed by A. I. D., as described in Project Implementation 

Letters. 

Article C: Procurament Provisions. 

SECTION C. 1. Special Rules. (a) The source and origin of ocean 

and air shipping will be deemed to be the ocean vessel's or aircraft's country 

of registry at the time of shipment. Ocean and air shipping financed under 

the Loan will be of United States or Indian source and origin except as AID 

W 	 may otherwise agree in writing. Cost of ocean and air shippingivessels or 

aircraft under flag registry of the Borrower will be deemed an Lligible 

foreign exchange cost, if oth.erwiso eligible under Section C. 6(b). 

(b) Premiums for marine insurance placed in the territory of the 

Borrower will be deemed an eligible Foreign Exchange Cost, if otherwise 

eligible under Section C. 7(a). 

(c) No motor vehicles will bw financed under the Loan, except as A. I.D. 

may otherwise agrul in writing. 

SECTION C. 2. EligiiityDto. No goods or services may be 

financed under tha Loan which are procured pursuant to ordors or contracts 

firmly placod or antured into prior to th dato of this Agreement, except as 
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the Parties may otherwise agree in writing. 

SECTION C. 3. Plans _§.cifications, and Contracts. In order for 

there to be mutual agreement on the following matters, and except as the 

Parties may otherwise agree in writing: 

(a) The Borrower will furnish to A. I. D. upon preparation, any plans, 

specifications, procurement construction sci. 'dules,or contracts, or
 

other documentation relating to goods services to be financed under
or 


the Loan, 
 including doc,,mentation relating to the prequalification and 

selection of contractors and to the solicitation of bids and proposals as des­

cribed in Project Implementation Letters. Material modifications in 

such documentation will likewise be furnished A. I. D. on preparation; 

(b) Such documonts as described in Project Implementation Letters 

related to the prequalification of contractors, and to the solicitation of 

proposals for goods and services financad under the Loan will be 

approved by A. I. D. in writing prior to thel r issuance. 

(c) As specifizd in Project Implementation Letters, contracts and 

contractors financed under the Loan for engineering and other professional 

services, for construction services, and for ouch other services, equipment 

or matorials, will be approved by A. I. D. in writing prior to uxocution 

of the contract. Material modifications in such contracts will also be 

approvod in writing by A. I. D. prior to execution. 
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SECTION C. 4. Reasonable Price. No more than reasonable prices 

will be paid for any goods or services financed in whole or in part, under 

tha Loan. Such items will be procured on a fair and. to the maximum 

extent practicable, on a competitive basis. 

SECTION C. 5. Notification to Potential Suppliers. To permit all 

United States firms to have the opportunity to participate in furnishing 

goods and services to be financed under the Loan, the Borrower will furnish 

A.I. D. such information with regard thereto, and 	at such times, as 

A. 	I. D. may request in Project Implementation Letters. 

SECTION C. 6. Shipping. 

(a) 	 Goods which are to be transported to the territory of the Borrower 

may not be financad under the Loan if tranaported either: (1) on an 

ocean vessel or aircraft under the flag ofa country which is not included 

in A. I. D. Geographic Code 	935 as in effect at the time of shipment; or 

(2) on an ocean vessel which A. I. D., by written notice to the Borrower, 

has d&-signatud as ineligible; or (3) under an ocean or air charter which 

has 	not recaivid prior A.I.D. approval. 

(b) Costs of ocean or air transportation (of goods or pursona) and 

related delivery carvicos may not bu financed under tha Loan, if such 

goods or persons aro carriods (1)on an ocean veossl under the flag 

of a country not, at the tim. of nhipmjnt, idontified under Section C. I (a) 

without prior written A.I. D. approval; or (2) on an ocean vesnel which 



AI. D., by written notice to the Borrower, has designated as ineligible; 

or (3) under an ocean vessel or air charter which has not received 

prior A.I. D. approval. 

(c) Unless A. I. D. determines that privately-ownad United States­

flag commercial ocean vessels are not available at fair and reasonable 

rates for such vessels, (1) at least fifty percent (50%) of the gross 

tonnage of all goods (computed separately for dry bulk carriers, dry 

cargo liners and tankers) financed by A.I. D. which may be transported on 

ocean vessels will be transported on privately-owned United States-flag 

comme.rcial vessels, and (2) at least fifty percent (50%) of the gross 

freight rovenues generated by all shipments financed byA. I. D. and 

transported to the territory of the Borrower on dry cargo liners shall be 

paid to or for the benefit of privately-ownud United States-flag commercial 

vessels. Compliance with the requiruments of (1) and (Z) of this 

subsection must be achieved with respuct to both, any cargo transported from 

U.S. ports and any cargo transported from non-U.S, ports computed 

separately. 
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SECTION C. 7. Insurance.
 

(a) Marine insurance on goods financed by A. I. D. which are to be
 

transported to the territory of the Borrower may be financed 
as a Foreign 

Exchange Cost under this Agreement provided (1)such insurance is placed 

at the lowest available competitive rate, and (Z) claims thereunder arc 

payable in the currency in which such goods were financed or in any freely 

convertible currency. If the Government of the Borrower, by statute, 

decree, rule, regulation, or practice discriminates with respect to A. I. D. -

financed procurement against any marine insurance company authorized to 

do business in any State of the United States, then all goods shipped to the 

territory of the Borrower financed by A.I. D. hereunder will be insured 

against marine risks and such insurance will be placed in tha United States 

with a company or companies authorized to do a marine insurance business 

in a State of the United States. 

(b) Except as A. I. D. may oth- rwise agree in writing, the Borrower 

will insure, or cause to be insurejd, goods financed undar the Loan imported 

for tha Project against risks incidont to their transit to the point of their 

use in the Project; such insurance will be issued on terms and conditions 

consistent with sound commorcial practico and will insure th j full value 

of th) goods. Any indemnification recaivd by the Borrower under such 
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insurance will be used to replace or repair any material damage or any 

loss of the goods insured or will be used to reimburse thu Borrower 

for the roplacement or repair of such goods. Any such replacement will be 

of source and origin of countries listed in A.I. D. Geographic Code 935 

as in effect at the time of replacement, and, except as tha Parties may agree 

in writing, will be otherwise subject to the provisions of the Agreement. 

To the xtant the Borrower does not insure or cause to be insured goods 

financed undur the Loan imported for the Project, the Borrower will 

assure that funds for any necessary repair or rLplacement will be available 

in the currency in which such goods were financed or in any freely con­

vertible currency. 

SECTION C. 8. U.S. Government-Owned Excess Property, 

The Borrower agrees that wherevor practicable United States 

Government-own d exciss parsonal property, in lieu of nuw items 

financed under the Loan should bu utilized. Funds under the Loan may 

bu used to finance the costs of obtaining such proporty for the Project. 

Article D: Tormination_ Reamadios. 

SECTION D. 1. Cancollation by Borrowor, Tha Borrower may 

by giving A. I. D. 30 days written notice, cancel any part of the Loan 
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which has not been disbursed or committed for disbursement to third 

parties. 

SECTION D. 2. Events at Default Acceleration. It will be an 

"Event of Default" if the Borrower shall have falled (a) to pay when 

due any interest at installment of nrincipal required under this Agreement 

or (b) to comply with any other provisions of this Agreement or (c) to pay 

when duo any interest or installment of nrincipal or other payment required 

under any other loan, guaranty or other agreement between the Borrower 

or any of its agencies and A. I. D. or any of its predecessor agencies. 

If an Event of Default shall have occurred then A. 1. . may give the 

Borrower notice that all or any part of the unrepald Principal will be 

duo and payable sixty (60) days thereafter and unless such Event of Default 

is cured within that times 

(1) 	 such unreaid Principal and accrued interest hereunder will 

be duo and payable Immediately and 

(2) 	 the amount of any further disbursements made pursuant to then 

outstanding commitments to third parties or otherwise will 

become due and payable as soon as made.
 

SECTION D. 3. Susnension. If at any timet
 

(a) 	 An Event of Default has occurredi or 



(b) An event occurs that A. I. 1". determines to be an extraordinary 

situation that makes it improbable either that the Durpose of the Loan 

will be attained or that the Borrower will be able to perform its 

obligations under this Agreoment; or 

(c) Any disbursement by A.1. D. would be in violation of the legisla­

tion governing A. I. D. ; or 

(d) The Borrower shall have failed to pay when duo any interest, 

installment of principal or other payment required under any other loan 

guaranty or other agreement between the Borrower or any of its agencies 

and the Oovernment of the United States and any of its agencies. Then A. I. D. 

may! 

(1) suspend or cancel outstanding commitment documents to the 

extent they have not been utilized through irrevocable 

commitmento to third parties or otherwise, giving prompt 

notice thereof to the Porrower; 

(2) decline to issue additional commitment documents or to 

make disbursements other than under existing ones; and 

(3) at A.. D.Is expanse, direct that title to goods financed 

under the Loan be transferred to A. 1. D. if the goods are 

from it source outside India, are in a deliverable state and 

have not been offloaded In orts of entry of India. Any dis­

bursement maide under the Loan with resnect to such transferred 

gtoods will be deducted from Princinal. 
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SECTION D. 4. Cancelation by A. I. D. If, within sixty (60) days 

from the date of any suspension of disbursements pursuant to Section D. 3, 

the cause or causes thereof have not be n corrected, A. I. D. may cancel 

any part of the Loan that is not then disbursed or irrevocably committed 

to third parties. 

SECTION D. 5. Continued Effactiveness of Agreement. Notwitbstand­

ing any cancellation, suspension of disbursement, or acceleration of re­

payment, th- provisions of this Agreement will continue in effect until 

the payment in full of all Principal and accrued interest hereunder. 

SECTION D. 6. Refunds. (a) In the case of any disbursement which 

is not supported by valid documentation in accordance with this Agree­

ment, or which is not made or used in accordance with this Agreement, 

or which was for goods or services not used in accordance with this 

Agreement, A.I. D. notwithstanding the availability or exercise of 

any other remedies provided for under this Agreement, may require 

the Borrower to refund th- amount of such disbursemant in U.S. 

Dollars to A. I. D. within sixty days mfter receipt of a request therefor. 

(b) If the failure of the Borrower to comply with any of its 

obligations under this Agreement has the result that goods or survices 

financed under the Loan are not used effectively in accordance with this 

Agrement, A. I. D. may roquire the Borrower to refund all or any part 
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of the amount of the disbursements under this Agreement for ouch goods 

or services in U.S. dollars to A. I. D. within sixty days after receipt of 

a request therefor. 

(c) The right under subsection (a) or (b) to requiru such a refund of 

a disbursement will continue, notwithstanding any other provision of this 

Agreement, for three years from the datit of the last disbursement under 

this Agreu.ment. 

(d) (1) Any refund under subsection (a) or (b), or (2) any refund 

to A. I. D. from a contractor, supplier, bank or other third party with 

respect to goods or services financed under the Loan, which refund relates 

to an unreasonabla price for or arroneous invoicing of goods or services, or 

to goods that did not conform to specifications, or to oarvicas that were 

inadequate, will (A) be made available by AID first for the cost of goods 

and services required for th4 Project, to tho extent justified, and 

(B) the remainder, if any, will be applied to the instalments of Principal 

in the inverse order of their maturity and the amount of the Loan 

reduced by the amount of such remainder. 

SECTION D. 7. Nonwaiver of Rdmedids. No delay In exercising 

any right or remedy accruing to a Party in connuction with its financing 

under this Agreement will be construed as a wniver of such right or 

remedy. 


