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COMMODITY IMPORT GRANT AGREEMENT
 

AID Grant Number 664-K-602 
Dated April 23 , 1987 

Between
 

The REPUBLIC OF TUNISIA ("Grantee"), acting thru the
 
Ministry of Foreign Affairs
 

a-d
 

The UNITED STATES OF AMERICA, acting through the
 
Agency for International Deveopment ("A.I.D.").
 

WHEREAS, tne REPUBLIC OF TUNISIA and the UNITED STATES OF
 
AMERICA entered into an Agreement for Economic, Technical and
 
Related Assistance dated March 26, 1957, pursuant to which this
 
Agreement is entered into by th- Grantee and A.I.D.,
 

NOW THEREFORE the Parties agree as follows:
 

Article 1: The Grant
 

To assist with the import requirements for specified animal
 
feed cereals and commodity-related services ('Eligible

Items"). 
 The United States, pursuant to the Foreign Assistance
 
Act of 1961, as amended, agrees to grant the Grantee under the
 
terms of this Agreement, not to exceed Eight Million Two
 
Hundred Fifty Eight Thousand United States dollars ($8,258,000)
 
("Grant") from the Fiscal Year 1987 ESF.
 

Article 2: Conditions Precedent to Discursement
 

Section 2.1. Conditions Precedent. Prior to the first
 
disbursement under the Grant, or to the issuance by A.I.D. of
 
documentation pursuant to which disbursement will be made, 
the
 
Grantee will, except as the Parties may otherwise agree in
 
writing, furnish to A.I.D., in form and substance satisfactory
 
to A.I.D.:
 

(a) A statement representing and warranting that the named
 
person or persons have the authority to act as the
 
representative or representatives of the Grantee pursuant to
 
Section 7.2, together with a specimen signature of each person

certified as to its authenticity.
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(b) Conditions Precedent: Evidence that the GOT has
 
establishec a new and separate Special Account for the FY 1987
 
CIP. This account will have deposits of local currency within
 
six months of receipt of such commodities. The Special Account
 
will be held by the Tunisian Treasury which will be required to
 
provide quarterly statements, showing all transactions
 
(deposits, disbursements in favor of the Treasury) and balances.
 

Section 2.2. Notification. When A.I.D. has determined
 
that the conditions precedent specified in Section 2.1 have
 
been met, it will promptly notify the Grantee.
 

Section 2.3. Terminal Date for Conditions Precedent. If
 
all the conditions specified in Section 2.1 have not been met
 
within 120 days from the date of this Agreement, or such later
 
date as A.I.D. may specify in writing, A.I.D., at its option,
 
may terminate this Agreement by written notice to Grantee.
 

Article 3: 	 Procurement, Eligibility, and Utilization of
 
Commodites
 

Section 3.1. A.I.D. Regulation 1. This Grant and the
 
procurement and utilization of commodities and
 
commodity-related services financed under it are subject to the
 
terms and conditions of A.I.D. Regulation 1 as from time to
 
time amended and in effect, except as A.I.D. may otherwise
 
specify in uriting. If any provision of A.I.D. Regulation 1 is
 
inconsistent with a provision of this Agreement, the provision
 
of this Agreement shall govern.
 

Section 3.2 Eligible Items. The conmocities eligible for
 
financing under this Grant shall oe those described in this
 
agreemernt a specifiec in tne Implementation Letters issued to
 
Grantee in accorcance with Section 7.1 of thas Agreement.
 
Comrrodity-related services as defined in A.I.D. Regulation 1
 
are eliginle for financing uncer tnis Grant. Eligible Items
 
will oe suD~ect to the requirements and Special Provisions of
 
Parts I, !I, and III of the A.I.D. Commodity Eligibility
 
Listing whicn will be transmitted with tne first Implerentation 
Letter. Ot:er commocties or services s:!all ,eco'Me eligimle 
for financ:nc only with tne v:ritten acreeent of A. I.D. A. .D. 
may decline to finance any specific co!;,odity or 
co, moctv-related service wnen in its judae:ent such financing 
would De inconsistent with the purposes of the Grant or of tne 
Foreign Assistance Act of 1961, as amended. 



-3-


Section 3.3. Procurement Source. All eligible items shall
 
have their source and crigin in the United States of America
 
(Code 000 of the A.I.D. Geographic Code Book as in effect as
 
the time orders are placed or contracts entered into for such
 
eligible items) except as A.I.D. may specify in Implementation
 
Letters or as it may otherwise agree in writing.
 

Section 3.4. Eligibility Date. No commodities or
 
commodity-related services may be financed under this Grant if
 
they were procured pursuant to orders or to contracts firmly
 
placed or entered into prior to the date of this Agreement,
 
except as A.I.D. may otherwise agree in writing.
 

Section 3.5. Procurement for Public Sector. With respect
 
to procurement under this Grant by or for Grantee, its
 
departments and instrumentalities, the provisions of Section
 
201.22 of A.I.D. Regulation I regarding formal competitive bid
 
procedures will apply unless A.I.D. otherwise agrees in writing.
 

Section 3.6. Special Procurement Rules
 

(a) The source and origin of ocean and air shipping will oe
 
deemeo to be the ocean vessel's or aircraft's country of
 
registry at the time of shipment.
 

(b) All international air shipments financed under this
 
Grant will be on carriers holding U.S. certification to perform
 
the service, unless shipment would, in the judgement of the
 
Grantee, oe 'Ielayed an unreasonable time awaiting a U.S.-fiac
 
carrier either at point of origin 
Grantee must certify to the facts 
documents retained as part of the 

or transship.ent. 
in the vouchers or 
Grant records. 

The 
other 

Section 3.7. Utilization of Commodities 

(a) Grantee will assure that commodities financed under
 
this Grant will be effectively used for the purposes for whicn
 
the assistance is made available. To this end, tne Grantee
 
will use its oest efforts to assure that the followina
 
prccedures are followed:
 

(i) accurate arrival and clearance recorcs are 
nantained b, customs autnorities; corimoity imports are 
promptly processed through customs at ports of entry; such 
commodities are removed from customs and/or bonded warehouses 
within ninety (90) calendar days from the date the commodities 
are unloaded from the vessel at the port of entry, unless the 
importer is hindered by force majeure or A.I.D. otherwise 
agrees in writing; ano 
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(ii) the commodities are consumed or used by the
 
importer not later than one (1) year from the date the
 
commodities are removed from customs, unless a longer period
 
can be justified to the satisfaction of A.I.D. by reason of
 
force'majeure or special market conditions or other
 
circumstances.
 

(b) Grantee will assure that commodities financed under
 
this Grant will not be reexported in the same or substantially
 
the same form, unless specifically authorized by A.I.D.
 

Section 3.8. Shipping 

(a) Commodities which are to te transported to the 
'erritory of the Grantee may not be financed under this Grant 
if transported either: (1) on an ocean vessel or aircraft
 
under flag registry 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.I.D., by written
 
notice to the Grantee has designatec as ineligible, or (3)
 
under an ocean or air charter which has not received prior
 
A.I.D. approval.
 

(b) Unless otherwise authorized, A.I.D. will finance only
 
those transportation costs incurred on aircraft or ocean
 
vessels under flag registry of a country included in the
 
Geographic Code authorized in Section 3.3 of the Agreement,
 
except that when Code 941 is authorized, A.I.D. will finance
 
only those transpoitation costs incurred on aircraft or ocean
 
vessels under flag registry of the United States and the
 
cooperating country. When Code 941 is authorized and there is
 
a general Lnavailability of cooperating country flag aircraft
 
or ocean vessels, A.I.D. will specifically authcrize in
 
Implemientation Letters the financing of transportation costs
 
incurre-d on aircraft or ocean vessels of any country included
 
in Coce 941.
 

(c) Unless A.I.D. determines that privately owned United 
States-ilac commercial ocean vessels are not availacie at fair 
and reascna:ie rates for sucr; vessels, (1) at least fifty 
percent (56c,)of the gross tonnage of all goods (computed 
separately for ory DUlK carriers, dry cargo iiners arid tank;ers) 
financed nn,A.I.D. which may oe transporte,3 on ccean vessels 
will rc transported on privately owned Unitea States-flag 
commercial vessels, and (2) at least fifty percent (50%) of the 
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gross freight revenue generated by all shipments financed by
 

A.I.D. and transported to Tunisia on dry cargo liners shall be
 

paid to or for the benefit of privately owned United
 
States-flag commercial vessels. Compliance with the
 

requi rements of (1) and (2) of this subsection must be achieved
 

with respect to both cargo transported from U.S. ports and
 

cargo transported from non-U.S. ports, computed separately.
 

Section 3.9 Insurance
 

(a) Marine insurance on commodities financed by A.I.D.
 

under this Grant may also be financed under this Grant provided
 

that such insurance is placed in a country included in the
 

Geographic Code authorized in Section 3.3 of this Agreement, in
 

accordance with the applicable provisions of A.I.D. Regulation
 
1, Subparts B and C.
 

Article 4: Disbursement
 

Section 4.1. Letters of Commitment to Banks. After
 

satisfaction of the conditions precedent, the Grantee may
 

ootain disbursements of funds under this Grant Dy submitting
 

Financing Requests to A.I.D. for the issuance of letters of
 

commitment for specified amounts to one or more banking
 
institutions in the United States designated by Grantee and
 

satisfactory to A.I.D. Such letters will commit A.I.D. to
 

reimDurse the bank or banks on oehalf of the Grantee for
 
payments made by the banks to suppliers or contractors, under
 
letters of crecit or otherwise, pursuant to such documentation
 
requirements as A.I.D. may prescrioe. Banking charges incurred
 
in connection witn letters of commitment and disoursements
 
shall be for the account of Grantee and may be financed by tris
 
Grant.
 

Section 4.2. Other Forms of Disuursement Authorizations. 
ornerDisburse.ents of tne Grant may also ce made throuch such 

means as the Parties may agree to in writing. 

Secticn 4.3. Terminal Date for Requests for Disnursement 
Au:ncriz : S,. 'c. letter o cojrtvent cr oter cisurse-ent 
authcr12at~on will me assuec in response to a request rece:.ec 

after twelve (12) months from tne date of sicninc of tnis 
Agreement, except as A.I.D. ma' otherwise acree in writing. 

Section 4.4. Terminal Date for Requests for DisursemEn-.
 
tio disbursement of Grant funds snall be made ayainst
 
cocumentation submitted after eighteen (18) months from the
 
date of signing of this Agreement, except as A.I.D. may
 
otherwise agree in writing.
 

http:rece:.ec
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Article 5: General Covenants
 

Section 5.1. Use of Local Currency. Grantee will
 
estabLlish a special account in the Tunisian Treasury and
 
deposit therein currency of Tunisia in amounts equal to the
 
U.S. dollar purchase price of the commodity plus the cost of
 
ocean transportation less the premium cost of shipping on U.S.
 
vessels.
 

Funds in the Special Account may be used for such purposes as
 
are mutually agreed upon by A.I.D. and the Grantee at the time
 
this Agreement is signed, provided that such portion of the
 
funds in the bpecial Account as may be designated by A.,.D.
 
shall be made available to A.I.D. to meet the requirements of
 

the United States.
 

Section 5.2. Progress Review. The Grantee and A.I.D. will
 
meet periodically, as requested by either party, to review
 
activities undertaken and to be undertaken pursuant to the
 
special account provided for in Section 5.1 above.
 

Section 5.3. Taxation. This Agreement and the Grant will
 

be free from any taxation or fees imposed under laws in effect
 
in Tunisia.
 

Section 5.4. Reports and Records. In addition to the
 
requirements in A.I.D. Regulation 1, the Grantee will:
 

(a) Furnish A.I.D. such reports and information relating tc
 

the goods and services financed by this Grant and the
 
performance of Grantee's obli.gations under 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, such books and records relating to this
 
Grant as may be prescribed in Implementation Letters. Such
 
books and records may be inspected by A.I.D. or any of its
 
authorizec representatives at all times as A.I.D. may
 

reasonably require, and shall be maintained for three years
 
after the date of last disbursement by A.I.D. under this Grant.
 

(c) Permit A.I.D. or any of its authorized representatives
 
at all reasonable times during the three-year period to inspect
 
the commodities financed under this Grant at any point,
 
including the point of use. 
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Section 5.5. Completeness of Information. The Grantee
 
confirms:
 

-(a) That the facts and circumstances of which it has
 
informed A.I.D., or caused A.I.D. to be informed, in the course
 
of reaching agreement with A.I.D. oil the Grant, are accurate
 
and complete, and include all facts and circumstances that
 
might materially affect the Grant and the discharge of
 
responsibilities under this Agreement; and
 

(b) That it will inform A.I.D. in timely fashion of any
 
subsequent facts and circumstances that might materially
 
affect, or that it is reasonable to believe might so affect,
 
the Grant or the discharge of responsibilities under this
 
Agreement.
 

Section 5.6. Other Payments. Grantee and Donor affirm
 
that no payments have ceen or will be received by any official
 
of the Grantee in connection with the procurement of goods or
 
services financed under the Grant, except fees, taxes, or
 
similar paynments legally established in the country of the
 
Grantee.
 

Section 5.7. Minimum Size of Transactions. No foreign
 
exchange allocation or letter of credit issued pursuant to this
 
Agreement snall be in an amount less than Ten Thousand Dollars
 
($10,000) except as A.I.D. may otherwise agree in writing.
 

Secticn 5.6. Otner. Not-witnstanding any otner provision
 
of this Agreement, and pursuant to Section 645 of the Trace and
 
Development Enhancement Act of 1983 ("ACT"), Public Law 98-181,
 
A.I.D. imay d1rect that all or a portion of the funds made 
availaule in Section 1. of this Acreement oe used to estaclish
 
a Tied AID Credit Program ('Program") with the grantee on terms
 
and conditions which are consistent with both the provisions of
 
the Act and the Program Description contained in Annex II of
 
tnis Aqree.ernt. Funds under the Program will be used to
 
provide ccntributions in connection with the financing of 
eligicle transactions, whicn are descrioed in tne Program 
cescriptior.. 

All funcs provided under tne Procram snall oe for the 
account of the grantee and shall be subject to the financial 
terms descriced in Sections 5 and Annex I of this agreement. 
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Until such time and unless the funds made available in this
 

Agreement are used under the program as contributions in
 

connection with the financing of eligible transactions, those
 

funds remain available to the Grantee to finance the purchase
 
of commodities and commodity-related servicec as prescribed in
 

Sections I through 6 of this Agreement.
 

Article 6: Termination; Remedies
 

Section 6.1. Termination. This Agreement may be
 
terminated Dy mutual agreement of the Parties at any time.
 

Either Party may terminate this Agreement by giving the other
 

Party thirty (30) days written notice.
 

Section 6.2. Suspension. If at any time:
 

(a) Grantee shall fail to comply with any provision of this 

Agreement; or 

(b) Any representation or warranty made oy or on behalf of 

Grantee with respect to obtaining this Grant or made or
 
required to be made under this Agreement is incorrect in any
 
material respect; or
 

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

extraordinary situation that makes it improbable either that
 

the purposes of the Grant will be attained or that the Grantee
 

will be aole to perform its obligations uncer this Agreement;
 

or
 

(d) Any disoursement by A.I.D. wouid oe in violation of the
 
legislation governing A.I.D.
 

Then, in addition to remedies provided in A.I.D. Regulation 1,
 
A.I.D. may:
 

(i) suspend or cancel outstancing coF.7,itment oocuments
 
to the externt that they have not oeen utilized through
 
irrevocacie commitments to tnird parties or otnerwise, or to
 
the extent tnat A.I.D. has not made direct reiaoursement to the
 
Grantee tnereunder, giving prompt notice to Grantee thereafter;
 

(2) cecline to issue additional coumFitrent oocuments or
 

to make disoursements other than under existing ones; and
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(3) at A.I.D.'s expense, direct that title to goods
 
financed under the Grant be vested in A.I.D. if the goods are
 
in a deliverable state and have not been offloaded in ports of
 
entry of Tunisia.
 

Section 6.3. Cancellation by A.I.D. If, within sixty (60)
 
days from the date of any suspension of disbursements pursuant
 
to Section 6.2., the cause or causes thereof have not been
 
correctec, A.I.D. may cancel any part of the Grant that is not
 
then disbursed or i-revocably committed to third parties.
 

Section 6.4. Refunds
 

(a) in audition to any refund otherwise required by A.I.D.
 
pursuant to A.I.D. Regulation 1, if A.I.D. determines that any
 
disbursement is not supported by valid documentation in
 
accordance with this Agreement, or is in violation of United
 
States law, or is not made or used in accordance wit4 the terms
 
of this Agreement, A.I.D. may require the Grantee to refund the
 
amount of such disbursement in U.S. dollars to A.I.D. within
 
sixty (60) days after receipt of request therefore. Refunds
 
paid by the Grantee to A.I.D. resulting from violations of the
 
terms of tnis Agreement shall be considered as a reduction in
 
the amount of A.I.D.'s obligation under the Agreement and shall
 
be availaole for reuse under the Agreement if authorized by
 
A.I.D. in writing.
 

(o) :r.e right to require such a refund of zdisoursement
 
will continue, notwithstancing any otner- provision of this
 
Agreement, for three (3) years from tne date of the last
 
disourse~ent under this document.
 

Section 6.5. Nonwaiver of Re;,ecies. I'o delay in 
exercisinc or omitting to exercise, any rignt, power, or recedy 
accruinc to A.I.D. under this Acreement will me construed as a 
waiver of such rights, powers, or remedies. 

Article 7: 1.1iscellaneous
 

Secticn 7.1. Implementation Letters. From tigle to t.ie,
 
for the information and guidance of moth parties, A.I.D. will
 
issue IrrLei:tertation Letters descriring the procedures
 
applicat)ue to the irmplermentation of the Acreemcent. Except -s
 
permitted t" particular provisions of this Agreement,
 
Implementation Letters will not be used to amend or modify the
 
text of this Agreement.
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Section 7.2. Representatives. For all purposes relevant
 
to this Agreement, the Grantee will be represented by the
 
individual holding or acting in the office of Secretary-of
 
State to the Minister of Foreign Affairs in charge of
 
International Cooperation, Ministry of Foreign Affairs and
 
A.I.D. will be represented by the individual holding or acting
 
in the office of Director USAID/Tunisia, each of whom, by
 
written notice, may designate additional representatives. The
 
names of the representatives of the Grantee, with specimen
 
signatures, will be provided] to A.I.D., which may accept as
 
duly authorized any instrument signed by such representatives
 
in implementation of this Agreement, until receipt of written
 
notice of revocation of their authority.
 

Section 7.3. Communications. Any notice,*request,
 
cocument or other communication submitted by either Party to
 
the other under this Agreement will be in writing or by
 
telegram or cable, and will be deemed duly given or sent when
 
delivered to such party at the following address:
 

To the Grantee: 	 Secretariat of State for International
 
Cooperation
 
Ministry of'Foreign Affairs
 

Mail Address: 	 Rue d'Iran
 
Tunis, Tunisie
 

Alternate address for cables: Secretariat of State for
 
International Cooperation,
 

Ministry of Foreign Affairs
 

To A.I.D.: Agency for International Development
 

mail Address: 	 c/o American Embassy
 
144, Avenue de la Libert6
 
1002 Tunis-Belv~d~re
 
Tunis, Tunisia
 

Alternate address for caDles: 	 Director, USAID
 
American Embassy, Tunis
 

All such communications will be in English unless the Parties
 
otherwise agree in writing. Other addresses may be substituted
 
for the aDove upon giving of notice. The Grantee, in addition,
 
will provide the USAID Mission with a copy of each
 
communication sent to A.I.D.
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Section 7.4. Language of Agreement. 'his Agreement is
 
prepared in both English and French. In the event of ambiguity
 
or conflict between the two versions, the English Language
 
ver-sion will control.
 

In wicness whereof, the Grantee 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 first above written.
 

REPUBLIC OF TUNISIA UNITED STATES OF AMERICA
 

By~~ 

Habib Ben Yahia 
Ambassador 
Embassy of Tunisia 

By: 

Jay .orris 

Dep ty Administrator 
Agency for International 

Date: April 23, 1987 Date: April 23, 1987 

BPC QES7-87-37664-KG-32
 
Amount of Obligation: $8,258,000
 



ANNEX 1
 

CIP PROGRAM DESCRIPTION
 

I. GENERAL
 

Tunisia is faced with severe balance of payments difficulties,
 

brought on by imbalances in exports and imports, growing
 
unemployment and last year's drought. The economy will not
 
generate sufficient foreign exchange for the purchase of
 

imported foodstuff to feed the populace and support the needs
 
of the economy.
 

The Commodity import Program (CIP) has been developed as a
 

means of providing special support for the Government of
 

Tunisia at a time when the nation is faced with financial
 

difficulties. The assistance provided through the CIP is tied
 

to Tunisia's commitment to wide-ranging measures to restructure
 
the economy and make needed policy adjustments. Consideration
 
'of CIP assistance in future years will depend heavily upon the
 

GOT's continued efforts to implement the measures of the
 

Structural Adjustment Program.
 

To assist with Tunisia's balance of payments difficulties and
 
to support the GOT's Structural, Adjustment Program, A.I.D. is
 

providing the sum of $8.258 million for the procurement of
 

neeaed feedgrain. It has been determined that the purchase of
 

pelletized soymeal, to be manufactured into poultry and oairy
 

feed is tne most appropriate commodity at this time to be
 

imported 'under the present CIP. It is estimated that
 
approximately 39,000 metric tons of soymeal can be bought under
 

the CIP. This would constitute aoout 38 percent of the annual
 

requirement for soymeal. The local currencies from the sale of
 

the CIP imported soymeal will oe used to assist the GOT in
 

carrying out its Structural Adjustment Program, supporting such
 
activities as: expanded agriculture credit facilities,
 

establishment of farm input distribution systems, improved
 

irrigation water management systems, and other activities
 

related to the Tunisian Structural Adjustment Program as may be
 
mutually agreed upon by the GOT and A.I.D.
 

During tr.e life of the program, the Government of Tunisia
 
covenants to perform the following:
 

a) The Office of Cereals will develop and implement a plan for
 
privatization of its feed production activities.
 

NV/
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b) The GOT, through the Ministry of Crop Production and
 

Agro-Business and the Office of C6r~ales, will devise and
 

the reduction of subsidies on animal feeds
implement a plan for 

in 1988 and maintain unsubsidized prices thereafter. 'It is
 

understood that, in case of force majeure (i.e. international
 

price disruption and/or other) forcing the GOT to revise its
 
convene a
plans related to this subject, USAID and GOT will 


formal meeting to face the new situation.
 

c) For all funds deposited in the Special Account, their
 

programming will be discussed by the two appropriate
 
a Tunisian committee made up of
authorities, namely USAID and 


Plan and Finance, the
representatives of the Ministry of 


Ministries of Agriculture and any other concerned department.
 
Account will be made by the
Disbursements from the Spec.ial 


the basis of the mutually
appropriate Tunisian authorities on 

agreed-upon programming. Prior to such disbursement, agreement
 

between the Tunisian appropriate authorities and USAID/Tunis 
on
 

the activities to be supported with the special account funds
 

is essential.
 

II. USE OF PROCEEDS
 

finance imported pelletized
The CIP program will be used to 

The actual purchase of
soymeal from the United States. the
 

grain will be accomplished using normal A.I.D. commodity import
 

procedures. The grain will be imported into Tunisia by the
 

Office of Cereals of the Government of Tunisia. Upon arrival
 

it will be sold by the Office of Cereals to
in Tunisia 

feedmills for processing. The proceeds calculated on the basis
 

of the dinar equivalent of the U.S. dollar purchase price of
 

the commocity plus tne cost of ocean transportation less the
 

premium cost of shipping on U.S, vessels will be deposited into
 

a special account within 180 days of receipt of the grain in
 

country.
 

Reflecting the additional value of the ESF grant funded CIP,
 

local currency proceeds will oe availaole as off Dudget
 

resources. Expencitures will oe made for structural
 
througn joint USAID/GOT
adjustment -rela ted actions 


certain actions agreed
prograr-ing. While the financing of 


upon in znis manner may be incorporated into the GOT b-loget
 

after the joint programming process, inclusion in the GOT
 

CIP proceeds will not De a condition
budget of expenditures of 

to their disbursement.
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Funds from the special account will be jointly programmed by
 

-the GOT and AID/Tunis, and will be used, inter alia, to support
 
joint AID-GOT development activities, both ongoing and
 
planned. The main areas of focus will be agricultural import
 
substitution and the elimination of subsidies in fertilizer,
 
seeds and agricultural chemicals, export promotion, liberalized
 
commercial agricultural credit, cost recovery in the irrigation
 
sub-sector, and other areas of activity which support
 
structural aojustment and are mutually acceptable to both
 
parties. An illustrative list of possible local currency uses
 
follows. Priority will be given to use of sales proceeds based
 
on : (a) support of policy reforms incorporated in the
 
Structural Adjustment Program; (b) contribution to GDP growth
 
over the short to medium term; (c) contribution to growth of
 
employment; (d) impact in reducing Tunisia's current account
 
deficit.
 

ILLUSTRATIVE LOCAL CURRENCY USAGE
 

Support of policy reform recommendations generated by the
 
Agriculture Policy Implementation Project, for example:
 

a. Financial support for the progressive transfer of
 
responsibilities for the production, importation, storage
 
and/or distrioution of key agricultural inputs from GOT
 
parastatal enterprises to private sector firms.
 

b. Funding for pilot tests of new irrigation technologies
 
requiring new equipment and infrastructure to improve water
 
management and lower tne unit costs of irrigation water.
 

c. Financing certain expenses for pilot irrigation
 
associations in public and private perimeters to increase the
 
role of private decision-making in water management, input
 
distribution, water pricing, and group marketing of
 
agricultural produce.
 

d. Credit to livestock producer cooperatives to finance
 
domestic production and purchase of forages and concentrate
 
feeds for small scale animal fattening programs.
 

e. Development and implementation of more targeted social
 
safety-net programs and support for nutritionally-vulnerable,
 
low income groups in Tunisian society.
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f. Development and installation of an improved agricultural
 

-	 price and markets information service for agricultural 

producers to facilitate better and more timely marketing of key 

agricultural commodities. 

g. Improved on-farm and regional market warehousing and
 

produce storage capacities to compensate for the diminishing
 

role of the GOT in buying and storing agricultural commodities.
 

h. Development of improved mechanisms for forecasting and
 

rationalizing Tunisian agricultural imports in relation to
 

projected consumer demand and producer supply responses.
 

i. Providing credit through t!e banking system to private
 

agricultural input distributors, allowing them to purchase
 

vehicles and equipment, to rent or purchase warehouse
 
facilities, or for operational funds.
 

j. Providing funding to allow private irrigation associations
 

to purchase irrigated perimeters from the GOT and operate them
 

without government interventions or control.
 

k. Providing credit for the short-term production needs of
 

Tunisian farmers engaged in particularly promising crop and/or
 

livestock ente.prises.
 

1. Providing operational and longer-term credits to private
 

agro-industrial firms engaged in profitable and modernization
 

of agricultural enterprises.
 

m. Providing adequate short-term financial backing for private
 

cereals traders to purchase and store grains from farmers in
 

the post-harvest period to increase buyer competition in the
 

regional markets, and to prevent distress sales at low prices
 

by needy farmers.
 

Otner activities related to the Tunisian Structural Adjustment
 

Prograg., as may De mutually agreed upon Dy the GOT and A.I.D.,
 

will also be eligible for local currency usage.
 

/
/
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III. Implementation Arrangements
 

The Program's implementation arrangements will be as follows:
 

1. A new and separate account will be established in the
 

Tunisian Treasury to serve as the repository for local
 

currencies generated by sales of the CIP commodities. It will
 

be the responsibility of the GOT, through the Office of
 

see that the full amount of dinars 	is deposited
Cereals, to 

receipt in country of the feed grain.
within 180 days of 


to
2. AID/Tunisia will designate a CIP Program Manager 


administer AID's field management responsibilities. Initially,
 

this 	will entail ensuring that the Office of Cereals provides
 
the CIP
documentation showing the purchase and shipping of 


its distribution to the designated
commodities and a report on 

feedmills.
 

3. 	Onze the local currencies generated from the sale of CIP
 
special account, tne
commodities are deposited into the 


Tunisian Treasury will be required to provide quarterly
 

statements of the account,'showing balances and all
 
and to
transactions to the GOT program counterparts 


AID/Tunisia. The AID/Tunis Controller and CIP Program Manager
 

will be responsible for monitoring the special account for
 
AID/Tunisia.
 

4. For all funds deposited into the Special Account, their
 

disbursement will require written concurrence of the two
 

parties to tnis agreement.
 

the CIP proceeds 	will be established on
5. The allocation of 

the 	Tunisian siae, by tne CIP Proceeds Advisory Group and will
 

approval of the two parties, USAID/Government
be submitted for 

of Tunisia.
 

6. Actual disbursements from the special account will be made 

only upon formal written release letter, in the form of a
 

Project Implementation letter, by the AID/Tunisia Director to
 

the GOT Secretary of State for International Cooperation.
 



ANNEX II 

The Tied A.I.D. Credit Program
 

Purpose. 
The Tied AID Credit Program (@Programm) has been
established 
to provide grants for eligible transactions where
the grants will be used in connection with 
the importation of
U.S. -exports.
 

Grants made available under this program may be used when the
grantee or 
any public or private entity issues an 
internationa
tender for the purchase of commodities to be 
imported into
Tunisia in 
response to which a U.S. supplier submits a bid
which offers the lowest price for the 
commodities, but
non-U.S. supplier submits the lowest overall bid because
a
 

concessional financing terms 
are being offered in
the foreign bid. support of
In each such transaction,
program are available, to be used to 
funds under the
 

financing terms of 
equalize the concessional
the 
U.S. bid with those offered by the
non-U.S. bid.
 

Eligible transactions.
 
Except as 
the parties may otherwise agree 
in writing:
 
(I) Grants are available only to match 
concessional credit
terms offered by or 
arranged for 
in support of a
non-U.S. supplier tender of 
a
in an international tender competition in
which a U.S. 
supplier, as 
defined in A.I.D. Handbook i, has
submitted a Did.
 

(2) Concessional 
credit 
is defined as credit that has a grant
element, 
as aefined by the 
Development Assistance
the Organization for Committee of
 
greater than 

Economic Cooperation and Development,
zero. However, 
the grant element of
export creuit an official
extended on 
credit terms that
with the are in accordance
credit norms of 
the OECD arrangement shall be
considered 
as 
zero for purposes of determining the
applicaoility of 
the program.
 

(3) Funds shall not be available under 
the program in
which the concessional financing in support of 
cases in
 

supplier has a non-U.S.
a grant element that is 
at least 50 percent.
 
(4) Funds shall not be available under the program to 
finance
price differences between the U.S. supplier and the non-U.s.

supplier.
 

(5) The purcnaser of the U.S. exports may De a public or
private entity.
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(6) The international tender, in order to be an eligible
 

transaction, must allow for a clear determination of the lowest
 

responsibe bidder on the basis of fixed price.
 

(7) A U.S. supplier or firm, as defined in A.I.D. Handbo6k 1,
 
must be the lowest responsive bidder but for the concessional
 
financing terms of the non-U.S. bid.
 

(8) The international tender must be for the purchase of 
eligible items, as defined-in Section 3.2 of the Grant 
Agreement between the Republic bf Tunisia and the United States 
of America, dated .... , A.I.D. Grant No. 664-K-602. 

Amount of funding.
 

The amount of funding available under the program for each
 
transaction shall not exceed the sum required to provide for
 
the difference between the discoqnted present value (DPV) of
 
the U.S. financing package and that of the non-U.S. supplier.
 

The computation of the DPVS shall be made using the Development
 
Assistance Committee, Organization for Economic Cooperation and
 
Development method, except that the base data shall De the
 
Berne Union Starting Point, and-an annual discount rate of 10
 
percent for repayments that are made on an annual basis, and
 

4.8809 percent when repayments are semi-annual.
 

wang 0534P
 


