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A.1.D. Loan No. 386-T-223

Project Loan Agreement

Dated: August 26, 1978

Between
The President of India ('"'Borrower'')
and
The United States of America, acting through the

Agency for International Development ("A,I.D.'")

Article 1: The Agreement

The purpose of this Agreement is to set out the understandings
of the parties named above (''Farties') with respect to the under-
taking by the Borrower of the Project described herein, and with
respect to the financing of the Project by the Farties.

Article 2: The Project

SECTION 2.1. Definition of FProject. The Froject, which is

further described in Annex 1, will consist of the construction of new
and modernization of existing medium irrigation projects in the State
of Gujarat. Annex 1, attached, amplifies the above definition of the
Project.

Within the limits of the definition of the Project in this Section
2.1, clements of the amplificd description astated in Annex 1 may be
changed by written agreement of the authorized represcntatives of

the Parties named in Section 9.2 without formal amendment of this

Agreement.
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Article 3: Financing

SECTION 3.1. The Loan. To assist the Borrower to meet the
costs of carrying out the Project, A.I.D. pursuant to the Foreign
Assistance Act of 1961, as amended, agrees to lend the Borrower
under the tesms of this Agrecement not to exceed Thirty Million United
States (''U.S.") Dollars ($30,000,000) (''Loan')., The aggregate amount
of disbursements under the Loan is referred to as '"Principal'.

The Loan may be used to finance foreign exchange costs, as
defined in Section 7.1., and local currency costs, as defined in
Section 7.2, of goods and services required for the Project.

SECTION 3.2. Borrower Resources for the Project.

(a) The Borrower agrces to provide or cause to be provided tor
the Projecct all funds, in addition to the Loan, and all other resources
required to carry out the Project cifectively and in a timely manner.

(b) The resources to be provided or causcd to be provided by the
Borrower for the Project are cstimated to be not less than the equiva-
lent of U.S. $15,000,000 including costs borne on an 'in-kind'" basis.

SECTION 3.3, Project Assgistance Completion Date

’

(a) The "Project Assistance Zompletion Date' (PACD), which is
June 30, 1983, or such other date as the Particd may agree to in

writing, is the date by which the Partics estimate that all services
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financed under the Loan will have been performed and all goods
financed under the Loan will have bcen furnished for the Project
as contemplated in this Agreement.

(b) Except as A.I. D. may othcrwise agree in writing, A.I.D.
will not issue or approve documeratation which would authorize dis-
bursement of the Loan for services performed subscquent to the
PACD or for goods furnished for the Project, as contemplated in
this Agrcement, subsequent to the PACD.

(c) Requests for disbursemcnt, accompanied by nccessary support-
ing documentation prescribed in Project Irnplementation Letters, are
to be rececived by A.I.D. or any bank described in Section 8.1 no
later than nine (9) months following the PACD, or such other period
as A.I.D. agrees to in writi.g. After such period, A.L D., giving
notice in writing to the Borrower, may at any time or times reduce
the amount of the Loan by all or any part thereof for which requeasts
for disbursement, accompaniud by necessary supporting documenta-
tion prescribed in Project Implementation Letters, were not received
before the expiration of said period.

Article 4: Loan Terma

SF.CTION 4.1, Intcrest. The Borrower will pay to A.I.D. ioterest
which will accrue at the rat: of two percent (2%) per annum for ten ycars
following the datc of the firat disburscment of the Loan hercunder and

at the rate of three percent (3%) prr arnum thereafter on the outstanding
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balance of Principal and on any duc and unpaid intcrest. Interest on
the outstanding balance will accruec from the datec (as defined in
Section 8.5) of each respective disburscment, and will be computed

on the basis of a 365-day ycar. Interest will be payable no later than
six (6) months after the first disbursement of the Loan hercunder,

on a date to be specified by A.L D.

SECTION 4.2. Repayment. The Borrower will repay to A.IL D,
the Principal within forty (40) years fron. the date of the first dis-
bursemecnt of the Loan in sixty-onc (61) approximmtely cqual semi-
annual installments of Principal and intcrest. The first installment
of Principal will be payablc nine and onc-half (9-1/2) years after the
date on which the first interest phyment is due in acccrdance with
Secticn 4.1. A.IL D. will provide the Borrower with an amortiza-
tion schedule in accordance with this Scction after the final dis-
bursement under the Loan.

SECTION 4.3. Application, Currency, and Placc of Payment. All

payments of interest and Principal hercunder will be made in U.S.
Dollars and will be applied first to the payment of interest duc and
then to the repayment of Principal. Except as A.L D. may nt.hel-
wise spccify in writing, payments will be made to the Controller,
Office of Financial Managemeoent, Agency for International Development,

Washington, D.C., 20623, U.S5.4., and will be deemed made when

received by the Office «f Financinl Management,
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SECTION 4.4, Prepayment. Upon payment of all interest and

any refunds then due, the Borrower may prepay without penalty 'all
or any part of the Principal. Unless A.I.D. otherwise agreces in
writing, any such prepayment will be applied to the installments of
Principal in the inverse order of their maturity.

SECTION 4.5. Rencgotiation of Terms.

(a) The Borrower and A.IL D. agree to negotiate, at such 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
improvement in the internal and cxternal cconomic and financial
position and prospects of India, which cnable the Borrower to repay
the Loan on a shorter schcdule,

(b) Any request by either Party to the other to so negotiate
will be made pursuant to Section 9.' and will give the name and
address of the person or pcrsons who will represent the requesting
Party in such negotiations,

(c) Within thirty (30) days after the delivery of a request to
negotiate, the rcquested Party will communicate to the other, pursuant
to Scction 9.1, the name and address of the person or persons who
will represcent the requested Party in such negotiations.

(d) The representatives of the Partics will mect to carry on
negotintions no later than thirty (30) days after delivery of the

requested Party's communicition under sub-section (¢). The
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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 und any accrucd 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 Disbursement. Prior to the first disburse-

ment under the Loan, or to the issuance by A.I.D. of documentation
pursuant to which disbursement will be made, the Borrower will,
except as A.IL.D. may otherwise agrce in writing, furnish to A.I. D,
in form and substance satisfactory to A.I.D.:

(a) An opinion of counsecl acceptable to A.L D. that this Agreemoent
has been duly authorized and/or ratified by, and executed on bchalf of,
th: Borrower and that it constitutes a valid and legally binding obliga-
tion of the Borrower In accordance with all of its termas;

(b) A statement of the names of the perdons holding or acting in
the office of the Borrower specificd in Scctien 9.2 and a specimnn
gignature of each person specified in such statement:

(c) Evidence that conditions of cffectiveness to the International
Deveclopment Arasociation (IDA) Dovelopment Crodit with the BoYrower
and Project Agreement with the Government of Gujarat have been met.

SECTION 5, 2. Notifictition. When A L. D. hns determincd that
the conditions precedent specificd in Scction 5.1 have beon met, it

will promptly notify the Borrower.
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SECTION 5.3, Terminal Datcs for Conditions Preccedent. If all of

the conditions specified in Scction 5.1 have not been mict within 90 day2
from the date of this Agrecment, or such later date as A.L D. may

agrec to in writing, A.L D., at its; option, may tecrminate this

Agrcement by written notice to the Borrower.

Article 6: Special Covcenants,

SECTION 6.1. Project Evaluation. The Borrower agrces tn

cstablish an cvaluation program satisfactoiy to the Parties as an
integral part of the Project. FExcept as the Parties otherwise agree in
writing, the program will inctude, during the implementation of the
Project and at one point thereafter: (1) evaluation of progress toward
attainment of the objectives of the Project; (b) identification and
evalvation of problem areas or constraints which may inhibit such
attainment; (c) assessment of how such information may be used to
help overcome such problems; and (d) cvaluation, to the degree
feasible, of the overall development impact of the Project.

SECTION 6.2. Environmen! | Asgessment, The Borrower under-

atands that AID will finance an cnvironmental asscssment during project

implementation. The Borrower covenants to consider guidelines and
rccommendations identificd by this ¢nvironmental asscssment,

Article 7: Procurement Source

SECTION 7.1. Forcign Exchange Costa, Disbursoments made

pursuant to Scetion 8.1 will be used sxclunively to tinance the costs of
goods and dcrvices required for the Project having their source and

origin in countries included in Code 941 of the AL D, Geographic
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Code Book as in effect at the time orders are placed or contracts
entered into for such goods and services ("Foreign Exchange Costs"),
except as A.I.O. may otherwise agree in writing, and except as
provided in the Standard Provisions Annex, Section C.1(a) with
respect to occan and air shipping and Section C.1(b) with reapect to

marine insurance.

SECTION 7.2. Local Currency Tssts, Disbursements pursuant

to Section 8.2 will be used exclusively to finance the costs of goods
and services required for the Project having their source and, oxcopt
as A.L D. may otherwise agrce in writing, their origin in Indin
("'Local Currency Costs'"). To the extent provided for under this
Agreement, ''Local Currency Costs' may also include the proyision
of local currency resources required for the Project.

Article 8: Disbursements

SECTION 8.1. Disbursement for Foreign Exchange Costs. After

satisfaction of conditions precedent, the Borrower many obtain dis-
bursements of funds under the 'oan for the Foreign Exchange Costa
of goods or aervicen required for the Project in accordance with the
terma of the Agreement, by 4uch of the following methods an may be
mutually agreed upon:

(1) by submitting to A.L.D., with necenasary nupporting documen-

tation as prencribed in Project Impiementation Letters, (A) requents
for reimburaement for such goods or servicen, or (B) requests for
A. L. D. to procure commoditlien or ucrvices in the Borrower's behalf

for the Projoct;
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and the execution of new MIPs in Gujarat, (2) the modernization of
existing MIPs to bring these to standards establi‘shed for new MIPs,
(3) the establishment of automatic discharge measuring stations and
the acquisition of vehicles for their operation (with financial assis-
tance from IDA), and '(4) the preparation of evaluation studies and
monitoring of the Project. The Project is expected to be completed
by June 30, 1983.

Individual MIPs will be designed and constructed according to
agreed-upon technical and economic criteria as follows:

1. Technical: (a) Canal systems for both new and modernized
MIPs will be lined and (b) public outlets will serve 8 hectax."e- (20
acres) blocks 'of command areas.

2. Economic: Individual MIPs eligible for financing will have
an economic rate of return of not less than 12% and a benefit/cost
ratio of not less than 1.0,

The Government of Gujarat (GOG) through its Irrigation Wing
of the Public Works Dcpartment (PWD) will be responsible for
each individual MIP preparation, implementation, operation, and
maintenance with periodic review by the Appraisal Committcf; (AC)

of the Government of India'y (GOI) Central Water Commission (CWC)

under the Ministry of Agriculture and Irrigation. The AC will alae



be responsible for the appraisal and monitoring of MIP progress
and will approve MIPs in accordance with the established technical
and economic criteria for those MIPs costing up to $8.1 million
(Rs. 70 million). IDA will retain its approval authority for MIPs

costing ahove this limit with information copies of its appraisal

provided to AID.
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Annex 2

Project 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 Projeoct 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 Implempntation Letters to confirm ané record their mutual
understanding on aspects of the implementation of this Agreement.
Project Implementation Letters wili not be used to amend the text of
the Agreement, bat can be used to rccord revisions or exceptions

which are permitted by the Ayrcement, including the revision of

clements of the amplified description of the Project in Annex 1.

Article B: General Covenants

SECTICN B.1l. Consultation. The Parties will cooperate te

assure that the purposc of this Agreement will be accomplishéd. To

this end, the Partics, at the request of either, will exchange views

on the progress of the Project, the performance of obligations under
this Agreement, the performance of any consultants, contractors or
supplicrs cngaged on the Project, and other matters relating to the

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

(a) carry out the Project or cause it to be cafried. out with due
diligence and efficiency, in conformity with sound technical, finan-
cial, and management practices, and in conformity with those docu-
ments, plans, specifications, contracts, schedules or other arrange-
ments, and with any modificationa theratn, approved by A.L D.
pursuant to this Agrecment; and

(b) provide qualified and expericnced management for, and train
such staff as may be appropriate for the maintenance and operation
of the Project, and, as applicable for continuing activities, cause the
Project to be operated and maintained in such manner as to assure the ...

continuing and successful achicvement of the purpones of t.e Project.

SECTION B.3. Utilization of Goods and Serviccas. (a) Any

redources financed under the Loan will, unless o*herwise agreed in
writing by A.L D., be devotcd to the Projcct until the completion
of the Project, and thereafter will be used so as to further the
objectives sought in carrying out the Project.

(b) Goods or scrvices financed under the Loan, except as
A.I.D. may otherwisc agrec in writing, will not be used to promote
or assist a foreign aid project or activily associated with or fin;mced

by a country not included in Code 935 of the A.L D. Geographic Code

Book as in effect at the time of such use,
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SECTIOi\J 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 (includ-
ing Union Territories), City or Municipal laws in effect in India.

(b) No proceeds of the Loan shall be disbursed on account of
payment of identifiable 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 therecof. A
Project Implementation Letter, jointly agreed-upon, will indicate
the details of the implementation of this sub-section.

SECTION B.5. Reports, Records, 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
Agreement, adequate to show the receipt and use of goods and

services acquired under the Loan. Such books and records will be
audited regularly, in accordance with generally accepted auditing
standards, and maintained for threc years after the date of last
disbursement by A.L D.: such book: and rccords will also be

adequate to show the nature and extent of solicitations of prospective
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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 rcprescntatives of A.I. D. the opportunity
at all reasonable times to inspect the Project, the utilization of
goods and services, and books, records and other documents
relating to the Project and the Loan.

SECTION B.6. Completencss of Information. The Borrower

confirms: (a) that the facts and circumstances of which it has
informed A.I.D., or causcd A.I.D., to be informed, in the course
of reaching agreement with A.I.D. on the Loan, are accurate and
complete, and include all facts and circumstances that migﬁé ‘mate-
rially affect fhe Project and the discharge of responsibilities under
this Agreement; and

(b) that it will inform A.I. D. in timely fashion of any subse-
quent facts and circumstances that might materially affect, or that
it is rcasonable to believe miglt so affect,the Project or the dis-

charge of responsibilities under this Agrecement.

SECTION B.7. Other Payments. Borrower affirms that no

payments have been or will be received by any official of the
Borrower in connection with the procurement of goods and services
financed under the Loan cexcept fuvs, taxes or similar payments

legally cstablished in the country of the Borrower.



«5a

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: Procurement Provisions

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

ocean and air shipping will be deemed to be the uvcean vessel's or
aircraft's country of rcgistry at the time of shipment. Ocean and
air shipping financed under the Loan will be of United States or
Indian source and origin e:.cept a3 AID may otherwise agree in
writing., Cost of ocean and air shipping on vessels or aircraft
under flag registry of the Borrower will be deemed an eligible
foreign exchange cost, if otherwise cligible under Section C.6 (b).

(b) Premiums for marine insurance placed in the territory
of the Borrower will be deemed an cligible Foreign Exchange
Cost, if otherwise cligible under Scction C.7 (a).

(c) No motor vehicles will be financed under the Loan, except
as A.L.D. may otherwige agree in writing,

SECTION C.2. Eligibility Datec. No goods or services may

be financed under the Loan for which paymentas have been made
prior to July 17, 1978, cxcept as the Partica may otherwise agree

in writing.
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SECTION C.3. Plans, Spccifications, and Contracts. In order

for there to be mutual agrecment on the following matters, and
except as the Parties may otherwisc agree in writing:

(a) The Borrower will furnish to A.I.D., upon preparation
any plans, specifications, procurcment or construction schedules,
contracts, or other documentation relating to goods or services to
be financed under the Loan, including documentation relating to the
prequalification and selection of contractors and to the solicitation
of bids and proposals as dcascribed in Project Implementation
Letters. Material modifichrtions in such documentation will like-
wise be furnished A.I.D. on preparation;

(b) Such documents as described in Project Implement;f'ion
Letters rglatéd to the prequalificition of contractors, and to the
solicitation of proposals for goods and scrvices financed under the
Loan will be approved by A.I.D. in writing prior to their issuance.

(c) As specified in Prq ect Implementation Letters, contracts
and contractors financed under the Loan for engineering and other
professional services, for construction scrvices, and for such
other services, equipment or mnatcrials, will be approved by
A.l.D. in writing prior to cxccution of the contract. Materjal
modifications in such contracts will also be approved in writing

by A.I.D. prior to executinn,
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SECTION C.4. Reasonable Price. No more than rcasonable

prices will be paid for any goods or services financed, in whole
or in part, under the 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 servicces 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 Implementa-
tion Letters,

SECTIOI\i C.6. Shipping.

(a) Goods which are to be transported to the territory of the
Borrower may not be financed under the Loan if transported either:
(1) on an ocean vessel or aircraft under the flag of a 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.L. D., by
written notice to the Borrowcr, has designated as ineligible; or
(3) under an ocecan or air charter which has not received pri.or
A.l.D. approval,

(b) Costs of ocean or air transportation (of goods or persons)

and related delivery services may nnt be financed under the Loan,
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if such goods or persons arc carried: (1) on an ocean vessel under

the flag of a country not, at the time of s}ﬁpmcnf, identified under

Section C.1 (a) without prior written A.I. D, approval; or (2) on an

ocean vesscl which A.I.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.l. D. approval.

(c) Unless A.I.D. determines that privately-owned United
States-flag commercial ocean vesacla are not available at fair and
reagonable rates for such veasels, (1) at least fifty porcent (50%)
of the gross tonnage of all goods (computed scparately for dry bulk
carriers, dry cargo liners and tankers) financed hy A.IL D, '\\'/ﬁich
may be trans;ﬁértcd on ocean vaasels will be transported on
privately-owned United States-flag commercial vesaels, and (2) at
leust fifty percent (50%) of the gross freight revenue generated by
all shipments financed by A.L D, and transported to the territory
of the Borrower on dry cargo lincra shall be paid to or for the
benefit of privately-owned United States-flag commercial vessels,
Compliance with the requircments of (1) and (2) of this subscction
must be achicved with respect to both any cargo transported i'rom
U.S5. ports and any cargo transported from non-U.S. porty,

computed separately
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(c) The right under subsection (a) or (b) to require such a refund
of a disbursement will continue, notwithstanding aﬁy other provision
of this Agreement, for three years from the date of the last disburse-
ment under this Agreement,

(d) (1) Any refund under subscction (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 unreasonable price for or crroneous invoicing
of goods or services, or to goods that did not conform to specifica-
tions, or to services that were inadequate, will (A) be made avail-
able first for the cost of goods and services required for the T
Project, to t_he';zxtent justificd, and (b) the remainder, if any,
will be applied to the installments of Principal in the inverse
order of their maturity and the amount of the Loan reduced by

the amount of such remainder.

SEZTION D.7. Nonwaiver of Remedies. No delay in exer-

cising any right or remedy accruing to a Party in connection with
its financing under this Agreement will be construed as a waiver

of such right or remedy.



