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A.I.D, Loan No. 386-T-226
Project Loan Agreazment
Dated: September 28

Between

The President of India (''Borrower'')
and

The United Statcs of America, acting through thz

Agency for Intecrnational Development (M"A.I, D, ")

Article 1: The Agreement

The purpos. of this Aare:ment is to sct out the understandings of
the partics named above ('"Partics'') with respact to the undertaking
by the Borrowcr of th: Proj=ct di:scribed harein, and with respect to
the financing of the Projcct by the Partics,

Articl: 2: Thc Project

Scction 2,1 D:finition of Projuct. The Project will consist of
(a) importation of chemical fertilizors, and (b) supplementation of
ongoing activitics to broad::n the base of furtilizer consumption,
Annux 1, attached, amplifics th: abov: definition of the Project,

Within the limits of tho dofinition of th.: Projcct in this Scction 2, 1,
clements of the amplificd degceription stated in Annex 1 may be changed
by written agre~inont of the authorized reprisentatives of the Parties

named in Section § 2 without formal amendmoent of thia Agreemant,
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Arcicle 3: Financing,

SECTION 3,1, The Loan, To assist the Borrower to meet the
costs of carrying out the Projcct, A,I. D, pursuant to the Foreign
Assistance Act of 1961, as amcended, agroes to lend th. Borrower
undcr the terms of this Agreement not to cxceed Twenty-two million
United States (''U. 5. ') Dollars ($22, 000, 000) ('"'Loan"). Thc aggregate
amount of disbursoments under the Loan is roferred to as "Principal',

The Loan may be used to finance forwign exchange costs as defined
in Scction 7.1 of goods and s rvices requir.d for th: Projcct.

SECTION 3,2, Borrowcr Resources for the Proj.ct.

(a) The Borrowor agrecs to provide or causc to be provided for
the Projcct all funds, in addition to the Loan, and all other resource:s
rcequired to carry out the Projoct effectively and in a tim:ly manncer.

(b) The resources to Lo provid.d or caus.d to be provided by
the Borrow.r for the Projoct arc cstimated to be not luss than the
equivalent of U, S, $400, 000 000 for India's fiscal ycar 1979-80 including
costs borne on an "in-kind' basis.

SIbCTION 3.3, Projcect Assistance Complition Dat.,

(a) Th. "'Project Assistance Completion Date' (PACD), which
is Deccember 31, 1980, or such other dat: as the Partics may agree to

in writing, is the dat. by which the Partics wstimate that all services
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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 Agrcement.,

(b) Except as A, L. D, may otherwise agree in writing, A, L D. will
not issuc or approve documentation which would authorize disbursement of
the Loan for scrvices performed subscequent to the PACD or for goods furnished
for the Project, as contemplated in this Agrecment, subscquent to the PACD,

(c) Requests for disbursement, accompaniced by necessary supporting
documentation prescribed in Project Implementation Letters, arc to be
rcceived 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 period, A,I,D., giving notice ‘n writing to the
Borrower. may at any time or times roduce the amount of the Loan by
all or any part thercof for which requests for disbursement, accompanied
by nccessary supporting documentation prescriboed in Project Implementa-
tion Lottors, were not reczived before the :xpiration of said period.
Article 4: Loan Terms

SECTION 4.1, Intcrest. The Borrower will pay to A, L D,
interest which will accruc at the rate of two percent (2%) per annum

for ten years following the date of the first disburscmaont of the Loan
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hereunder and at the rate of three percent (3%) ner annum thereafter on
the outstanding balance of Princinal and on any due and unpaid interest,
interest on the outstanding balance will accrue from the date {(as defined
in Section 8. 4) of cach respective disbursement, and will be computed on
the basis of a 365-day year. Interest will be nayable no later than six (6)
months after the first disbursement of the Loan hereunder, on a date to
be specified by A.1, D,

fECTION 4.2, Repayment. The Borrower will repay to A,I, D,
the Princinal within forty (40) years from the date of the first dishursement
of the Loan in sixty-one (61) approximately equal semi-annual installments
of Princinal and interest. The first installment of Principal will be
nayable ninc and one-half (9-1/2) years after the date on which the
first interest vayment is due in accordance with Section 4. 1. A.I,D.
will provide the Porrower with an amortization schedule in accordance with
this Section after the final disbursement under the Loan.

SECTICN 4.3, Application, Currency, and Placc of Payment,

All payments 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. Txcept as A, 1. D, may otherwise snecify in writing,
payments will be made to the Controller, Qffice of Financial Management,
Agency for Internatienal Development, Washington, D.C, 20523, U,S.A., and

will be deemed made when received by the Office of Financial Management,
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(c) Evidence of arrangements for the procurement of AID-financad
commeodities including a draft tender document including specifications
for imported fertilizers, and ocean shipping Charter Party format,

SECTION 5,2. Notification. When AL, D, has determinad
that the conditions pr:ccdent specified in Section 5,1 have been met, it
will promptly notify the Borrower.

SECTION 5.3, Tzrminal Dates for Conditions Prccedent.

If all of the conditions specified in Szction 5.1 have not been met within
90 days from tho date of this Agrcement, or such later date as A, 1, D,
may agree to in writing, A,I.D,, at its option, may terminata this
Agrcement by written notice to the Borrowver,

Article 6: Spccial Covcenants,

SECTION 6,1, Project Evaluation. The Borrower agrees to

cetablish an evaluntion program satisfactory to the Partics as

an intcegral part of the Project, Except as the Partics otherwise agree
to in writing, th: program will include an annual cvaluation of
progress toward attainmont of the purposcs of the Projact, including
identification and analysis of problem arcas or constraints -~hich

may inhibit such attainment,
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Article 7: Procurzment Sourcs

SECTION 7.1. Foreign Exchange Costs. Disbursements

made pursuant to Section &. 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 Ureca 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 entcred into for such goods and scrvices
("Foreign Exchange Costs'') and except as A, I, D, may otherwisc
agree in writing, and except as provided in the Standard Provisions
Annex, Section C.1l(a) with respect to occan and air shipping and
Scction C, 1(b) with respect to marine insurancea,

Article 8: Disburszments

SECTION ¢.1. Disbursement for Foreign Exchange Costs.

After satisfaction of conditions precedent, the Borrower may obtain
disbursemcnts of funds undcr the Loan for the Forcign Lkixchange
Costs of goods or scrvices, required for the Project in accordance

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

(1) by submitting to A,1,D,, with nccessary supporting docu-
mentation as przscribzd in Project Implementation Letters,

(A) requcsts for reimbursement for such goods or services, or
(B) requests for A,I, D, to procur. commoditics or services in the
Borrower's bchalf for the Project;

(2) by requusting A, L. D, to issuc Lctters of Commitment for
specificd amounts (A) to one or morc "J. S, banks, satisfactory to
A.I.D., committing A.I1, D, to rcimbursc such bank or banks for
payments made by them to contractors or supplicrs, under Letters of
Credit or otherwise, for such goods or services, or (B) directly
to onc or morc contractors or supplicrs, committing A.L. D, to pay
such contractors or supplicrs, through Letters of Credit or other-
wisc for such goods or scrvices,

Banking charges incurrced in connection with Lotters of Credit
or Commitmunt shall be for the account of the Borrower and may be
financed under the Loan,

SECTION 8,2, Othur Forms of Disburscment,  Disbursements

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

Partics may agreoe to in writing,












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

Annex 1
Project Description

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 threc ycars. 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
basc of consumption by both arca and typc of consumer,

Expccted diminishing returns from fertilizor use in high using dis-
tricts and am~ng progressive farmers, and ths GOI's specific concern for
improving the w.lfarc of the weaker scctions of the community and the
morc backward arzas, dictates that activitics designed to broaden the bage
of participation in fertilizer use be undcrtaken,  Conscquently, the GOI
plans to incr.asc th: number of districts, cspccially in the dryland arecas,
in which intensive fertilizor promotion campaigns (IFPC's) arc to be
waged,

On the supply side, continuzd cfforts will be madc to develop a usable
system of incentives that will stimulate the movement of fertilizer into
th: mor: r.mot. ar..as. Actions expucted to bo undirtaken by the GOI
include an increage in th.: number of supply depots in such ar :as and

mecting th: costs of transportation to such arca 8.
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As a contribution to the cffort to maintain supply pressurc on the
fertilizer system and to broaden the base of fertilizer consuraption in
remote arcas and among small farmers, AID will mak< $150 million in loan
funds available to the GOI to h:lp cover an estimated total import bill of
roughly $1. 5 billion over the period 1976-81. Fartilizer matcrials expected
to be importcd with U. S, assistance include diammonium phosphate, urea
and ammonium sulphatc, Undcer this agreement ammonium sulphate
procur:ment will be from the U,S. while DAP and urc~» may be procured
from AID Guographic Codc 941 countrics, The 1980-81 AID proposead
assistance is subjuct to the availability of funds for this purposc and the
mutual 2grecment of the partics at that time to proce.d.

The GOI may conduct certain studics aimud at (1) developing new
cours:s of action to cop. with the problims and constraints of the fertilizer
distribution systcm, and (2) analyzing the exporicnce gnined in a variety of
fortiliz .r promotion activitics. AID will consid.r grant financing such
studivs if requested by the GOL Investment proposals rusulting from such

studics may also bu considired for later AID financing.













































