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A.I.D. Project Ko. 391-O 94 
Dollar Ajpropriatiun ho. 7--io/'94037 
Bucget Plan ,oa-: ,,LSc-36-Z4-r,3 

Projnct Aor"" .. No. no-.t 

PROJECT GRAM AGREEMENT FUR P:VZ.A E SEC'UR POWER 

Datea: Septerrier 29, 1968 

Between 

The President of the Islamic Republic ot Pakistan (hereinafter rezerreu
 
to as the "Grantee")
 

ana
 

The United States of America, acting through the Agency for international 
Development ("A.I .D"). 

Article i: The Agreement 

The purpose or this Agreement is to set out the understandings of 

the parties naE-c above ("Parties") with respect to the uncertaking by 

the Grantee of te Project Oescrinea uelow, ana with respect to the 

financing or the Project by the Parties,
 

Article 2: The Project 

SECTION 2.1. Definition of Project. The purpose of the Project is
 

to mobilize private sector resources to finance, build, own ana operate
 

power plants. An arrangement tor transfer of power plants can De mase by
 

mutual agreerrent. It is intendea that the Project create a fund to serve 

as a catal'yst tor international oonor,, On private sector anu the 

Goverrunmnt of Pakistan (GoP) anu lencuers on private worla aeot nrrrkets 

who would ultimately replace the donors. 
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Article. 3"' Financing ' - I""' 

-- SECAINA,.1.-rAA -G'Aa t-.-7-.---a si t-- h'-.r~ht 

~""~ 

-. 

carrying ou~t the Project, A.I.D., pursuant to the F'oreign Assistance Act 

of 1961, ast aienoed, agrees to grant the Grantee unoer the terms of tnis 

Agreement not to exceed NieMillion United States ("U.S.") Dollars. 

($9,000,000) ("Grant"). 

-

'- ' 

"'A 

-

-

The Grant mray be used to finance foreign exchange costs, as oetinea 

in Scin7.1 ofthis Agemnand local currency costs, as defined in 

Section 7.2 of this Agreement, of goods and services required for the 

Project. 

.. 

SECTION 3.2. Grantee Resources tor the Project. ' 

(a)The Grantee agreesto provide or cause to be provided for the 

Project all tunds, in addition to the Grant, and all other resources 

~"requited to carry out the Project effectively and in a timely manner. 

SECTION 3.3. Project Assistance Completion Date (PACD). 

(a)The PACD, which isS~ptember 30, 1998, or such other date as 

the Parties may agree to inwriting, is the date by which the Parties 

estimate that a-.1 services financed under the Grant will have been 

' 

performed and all goods financed under the Grant will have been'furnished o 
for thie Project as contemnplated in this Agreement. 

A A 3 AtA A 



ee,-(b),Exept as AID m6ay otherwise agree n writing,.JA D' wi14 

Snot issuie or-approve documentation which would authorizeasremn of 

tb.Grn for services performed subse4uent to the PC rro Y a 

furnished for the Project, as contemplated in this' Agreement, subsequen 

to the PACD.i 

a;(c) Requests for disbursement, accompanied by necessary supporting 

documentation prescribed in Project Implementation Letters, are to be !- a' 

received by A.I.D. or any bank described in Section 7.1 no later than 
nine (9)months following the PACD, or such other period as A.I.D. agrees 

'anecessary 

to in writing. After such period, A.I.D, giving notice in writing to the 

Grantee, may at any time or times reduce the amount of the Grant by ali 

or any part thereof for which requests for disbursement, accompanied by 

supporting aocumentation~ prescribed inProject Implementation 

Letters, were not receivedi before the expiration of said period. 

! a'a' 

a' 
Article 4: 

a 

Conditions Precedent....... 
'0a''ss,-n' 

SECTION 4.1. Conditions Precedent to First Disbursement, 

k asatisfictory 

!'a' 
Except as A.I.D. may otherwise agree in writing, prior to any 

disbursement under the Grant, or to the issuance by AI.D. of 

documentation pursuant; to which such disbursement will be made, the ' 

Grantee shalla'furnish or' have furnished to A.I.D., inform and substance 

to A.I.D.: 

' 

' 

4 

4h 



(a 

Agreement 

rte opinion of:Counsel acept le to4A. 1 1) that~7Eisz> 

has been duly authorized and/or ratified by\ aeec-- onl 

i~ ; 

bindirig'obligation of the Grantee in accordance with all of its~terms, a -nu;4 

b) a written statement setting forth the' names and titles Of 

per~sonz holding or acting in the Office of the Grantee and of any 

additional representatives, and representing that the named person or7 

persons have the authority-to act as the representative or 

reptbesentatLives of the Grantee, together with a specimen signature of4 

each such person certified as to its authenticity. 
4 4 

SCTION 4.2. Conditions Precedent to Disbursement~for Component II. 

Except as A.I.D. may otherwise are)in writing, prior 4to *any7 

disbursement fcr Component IIlof the Project, i.e., in support-of the 

Private Sector Energy bevei~opment Fund,4 or to the issuance by A.I.D. ot 

documentation pursuant to which such disbursement will be made, the'7 

Grantee shall furnish to A.1 .D., in form and substance satisfactory to 

A.I.D.: .: 

()Guidelines for the review ana evaluation of prvt7sco 

proposals by the GOP; 
4 

Cel 

(b)Evdeceof establishment atnd 

in the Ministry Of '*:r and Power; 

staffing of- aPrivate 

-- .4 

Power 
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(,cEideceof establishent~ ana staffing of a Fui~a and thev2i 

"execution of an, aazmnstration agreement between the Gvrueco 

aitnadFund (NDkFE)h ~ ~ Ki7 7 VA~Ji 

(d) Guidelines for the operation of the Funa, incluing 
 4 

guidelines ftor appraisal, approval andi supervision~ofsupoetlasb
 

the Fund. 
"'2 

SECTIGq 4.3. Notiftication. 
 When A.I.D. has determined that the
 
conditions precedent specified in each of Sections 4.1 and 4.2 have'been
 

met, A.I.D. will promptly so notify the Grantee.
 

SECTIN 4.4. Terminal-Dates for Conditions Precedent.
 

(a)Itall of che conditions specified in Section 4.l have not been
 
met within 90 days from the date of this Agreement, or such later date as
 

:ID.may agree to in writing, A.1 .D., aEits option, may terminate this
 
Agreement by written notice to the Grantee. 


' ~ 

(b)Irall conditions speci'fied inSection 4.2 have not been met
 

within 240 days from the date of
44this Agreement, or such later date as 


A.I.D. may agree' to in writing, A.I.D., at its option, may cancel the
 

undisbursed balance" of the Grant 4to extentthe not irrevocably 
4, cofnitted'to third parties, and my terminate this Agreement by written 
 '" 

4 to4 t e Grantee. -'444 
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(a)evaluation of progress to'waras attainment of the obnectives of~ 

the Project 

(b)identification and evaluation of problem areas or constraints , 

which may inhibit such attainment; 

2(c)preparation ot reports and other information which permits the 

Parties to determine the Project's progress toward achievement ofoupt 

and objectives. -. 22 

'P ~(a) assment of how such information may be used to help overcome 

12 i;:such proble ; and, 
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occrring inai area o-rgramebeneit or bnefiting from this; 
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Article 7: ProcureNent Source 

SECiiGO 7.1. Foreign Exchange Costs. Except as A.I.D. w.' 

otherwise agree inwriting, disnursements pursuant to Section b.l will be 

usec exc},tively as foiluws: 

(a)to finance tne costs ot goods ana services requirea ror tne 

Project having, with respect to goods, their source and origin, and witn 

respect to serv'ict:, trneir nationality in tne Unitec States (Code 0OU of 

cthe A.!.!. jeograpri Code Book as in effect at the tic.e oroer are 

placec: or contracty ent erea into for such qoods or services), 

except as provincea in the Project Grant Standard Provisions Annex, 

Section C.-10) witK respect to unrine insurance. ("Foreign Exchange 

Costs"); 

(W)to finance ocean transportation costs unaer the Grant only on
 

vessels unaer flag registry ot the United States.
 

SEC"I(1, 7.2. Local (h'rrency Costs. Disbursements pursuant to 

Section 8.2 will oe useca exclusively to tinance the costs of goods and 

services requireo for the Projocc having their sourc- anu, except as 

A.I.D. may otherwise agree in writing, their origin in Pakistan ("Local 

Currency Costs"). To the extent provinv- for unwer this Agreement, 

"Local Currency Costs" may also include the provision of local currency
 

resources recuirea for the Project.
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Article 8: Disdsjsement-

SECION Disbursement for.F.ore.n.Exchang ot 

(a) In accord with" requirements of conditions precedent, the 

Gran'tee may obtain disbursements of funds under the Grant tor Foreign
 

Exchange 
 ofgodsgCosts orservices requiredfor the Project in 

accoroance with the te Ms of this Agreement, by such of the foli0wing ' 

methodsas may be mquA'il:l' y agreed upon: 

(1) by'submitting to A.I.D., withnecessary supporting 
documentation as prescribed in Project Imp] ementation Letters, (A) 

requests.-for reimbursement for such goods or services, or, (B) requests 

for A.I.D. to procure commodities or,,services inGrantee's behalf for ,the 

Project; or, 

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

S specified amounts (A) to one or more U.S. banks, satisfar-"")ry to A.I.D., 
0committing A.I.D. to reiburse such bank or banks for paymets made by 

them o contractors or suppliers, under Letters of Credit'6r otherwise,
 

for such goods or services, or (B)directly to one or more contractors or
 
suppliers, committing A'I.D. to pa' 
such 1bntractors or suppliers for 

such goods or services.. 

:':: : , -k 
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(b) Banking charges incurred 5by Grantee in connection with Letters 

of Commitment an Ltesof Crdtwl efinanced under the Grant 

___ __u nl ess Gr ant ee i nst ruct s A. I . D. ti , t e .c n r a y . -  u h -o~ e . i a r 
the Parties may agree to may also be financed under the Grant. 

e - s - - -, - , - - -

SECTION 8.2. Disbursement for Local Currency Costs. 

V 

(a)Inaccora with requirements of conditions precedent, the 

Grantee may obtain disbursements of funds under the Grant for Local 

Currency Costs required for the Project in accordance with terms of this 

Agreement, by submitting to A.I.D., with necessary supporting 

documentation as prescribed in Project Implementation Letters, requestz, 

to finance such costs; 

" 

(b) The local currency needed f r such disbursEnents may be 

obtained: 

(1) by acquisition by A.I.D. with U.S. dollars by purchases6r 

from local currency already owned by the U.S. Government; or, 

SI 

(2)by A.D.', (A)requesting the Grantee to make available 

the local currency for such costs, and (B)thereafter making available to 

the Grantee, through the opening or amendment by A.I.D. of Special 

Letters of Credit in favor of the Grantee or its designee, an amount of 

U.4.dollars equivalent to the amount of l.ocal currency made available by 



the Grantee, which dollars will be utilized for procurement from the
 

United.taes under apropriate procedures described in Project
 

Implementation Letters.
 

The U.S. dollar equivalent of the local currencymade available

hereunder will be, in the case of subsection (b) (1) above, the amount of
 

U.S. dollars requirea by A.I.D. to obtain the local currency, and in the
 

case of subsection (b) (2) above, an amount calculated at the rate of
 

, 
 exchange specified in the applicable Special Letter of Credit
 

Implementation Memorandum hereunder as of the date of the opening or
 

amendment of the applicable Special Letter of Credit.
 

SECTION 8.3. Other Forms of Disbursement. Disbursements of the
 

Grant may also be made through such other means as the Parties may agree
 

to in writing.
 

SECTION 8.4. Rate of Exchange. Except as may be more specifically
 

provided under Section 7.2, iffunds provided under the Grant are
 

introduced into Pakistan by A.I.D. or any public or,private agency for
 

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

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

converted into currency of Pakistan at the highest rate of exchange
 

which, at the time the conversion is made, is not unlawful in Pakistan.
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iii:":iii: duly given or ,sent w h e n :d e l i v e re d 
tosuch party"at the flown
 

ArTo
the Grantee 
 l o
 

' Mail Address:
SCO 91 "Economic
CMinistry Affairs Division - :.
of Finance and Economic Affairs
Government of 
 cPakistanwi 
 be eee
 
.Islambd (Pakistan)
Alternative address for cables: 

.. "
 
ECONOMIC ISLAMABAD
To A.ID.
: 

Mail Address: 
 USAID Mission t Pakistan
 

Alternative address for cables:P.O. Box 1i028
ECONOMIC ISLAMABAD
Ramna 5 -:: .
Islamabad , 
 : : ::!
(Pakistan)
 

for telexes: TELEX 54270 USAID PK'!! 
 i::
 
~~All-such communications will be inEnglish,.
unless ;',he Parties.
 

otherwise agree inwriting. 
Other addresses may be:substituted for tihe i:
 
above upon the giving of notice. TeGrantee, inaddition, wil~lprid
T A.I.D.:
 

Mai Adres: 
 UAIDMisionto 
akita
 



SECTION 9.2. Representatives. For all purposes relevant to this
 

Agreement, the Grantee will be represented by the individual holoing or,
 
acting in the oftice of the secretary, the Additional Secretarl, the
 

Joint Secretary andt the Deputy Secretary for Economic Affairs Division
 
and A.I.D. will be represented by the individual holding or 
acting in the
 
Office of the Director, USAID Mission to Pakistan, each of whom, by
 

written notice, may designate additional representatives for all purposes 

other than exercising the power under Section 2.1 to revise elements of
 

the amplified description inAnnex 1. Te names of the representatives
 

of the Grantee, with specimen signatures, will be provided to AI.D.,
 

which may accept as duly authorized any instrument signed by such
 

representatives in implementation of this Agreement, untili 
receipt of
 

written notice of revocation of their authority.
 

SECTIQU 9.3. Standard Provisions Annex. A "Project Grant Standard
 

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

Agreement.
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IN WITNES WHEREA, the Grante an th Uited Stte 4! of " c' 

IgemntWtNES WHigeEOF, theiGratee and telied as of Aeada, a 

year first above written. 

I GOVERNMENT OF PAKISTAN 1 

BY: sd/- ' 

NAME: Izharul Hague 

TITLE: Secretary 

Economic Affairs Division 

UNITED STATES OF AMERICA 

BY:- d 

NAME: Robert B. Oakley. 

TITLE:- Ambassador of the 

United States of America 



Annex 1 

Project Description
 

I.O* Pr.o.ect Goal...and...r
 

The project goal is to promote socio-economic development in

Pakistan through increased electricity generation. The project purpose

is to mobilize private sector resources to finance, build, own ana
 
operate power plants. An arrangement for transfer can be maoe by mutual
 
agreement:. 

II. *Project Components 

The AID Private Sector Power project isexpected to form part of a
 
multi-.onor project, under World Bank sponsorship, entitled "Private
 
Sector Energy Development Project". however, the AID PS 
 initiative has
been designed L'o stand alone and operate in the absence of any other
 
donor contributions.
 

The AID project has three components. The first isa four year

institutional development effort that will require about $20.6 million..
 
The project will finance technical assistance, training ana commodities
 
to strengthen the staff of the institutions responsible for (1)the GOP's
 
review and approval of private sector proposals and (2)operation of the
 
Energy Development Fund.
 

The second component will consist of a $125 million contribution to an

Energy Development Fund to be administered by the National Development.,

Finance Corporation (NDFC). The multi-donor project anticipates

additional contributions from at least the World Bank, Japan, ODA, Italy

and USAID. Procurement procedures for this component will be

international competitive bidding, or such other procedures as may be
 
agreed to by the GOP and A.I.D.
 

The Fund will cover up to 30% of the total cost of private sector 
subprojects. The Fund will lend to sub-borrowers at commercial interest.
 
rates, currently 14%, or'at any other interest rate which my be agreed

to ina Project Implementation Letter. Repayment will be for up to 23
 
years with up to eight years' 'grace. Reflows will be used to perpetuate

the Fund beyond the life of the project and allow for continuing loans
 
for 1private sector power.
 

The third component sets aside up to $18.5 million for (1)financing

special studies in support of the development of private sector power

generation'in Pakistan; (2)financial support for US and Pakistani firms
,'~ f;iiiii;;submitting proposals to supply electricity to the GOP; and (3); project

evaluations and audits. 
This amount should be used for funding support

to U.S. and Pakistani engineering firms for preparing detailed'feasiblity

reports for hydro and thermal projects which could later-be tendered by

the Private rower Cell of the Ministry of Water and Power- for private

sector power generation.
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