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A.I.D. Project No. 263-0228 

project Grant Agreement 

Dated SEP 26 1991 ' 1991. 

Between 

And 

:-', ;! 
L 

The.'Arab Republic of Egypt ("Grantee") . 

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 ("parties"), with 

respect to the undertaking by the Grantee of the project 

described below and with respect to the financing of the 

Project by the Parties. 

Article 2: The Project 

SECTION 2.1. Definition of Project. The Project, which 

is further described in Annex I, will provide credit to micro 

entrepreneurs in the greater Cairo metropolitan area. The 

purpose of the project is to increase small entrepreneurs' 

access to credit and other banking services. The National Bank 

for Development (NBD) will be utilized as the implementing 

agency for the project. NBD loan officers who have been 



~ 
" 

- 2 

specially selected and trained to reach micro-enterpreneurs, 

will work out of NBD branches and affiliates in the greater 

cairo metropolitan area, and will visit assigned communities to 

make loans and do follow-up work related to collection of 

payments. Interest rates charged on the loans will be set by 

NBD to cover all related expenses, and provide a return 

adequate for reinvestment and expansion of services. Project 

,components include establishment of the loan fund with NBD, 

provision of funds to cover start-up and initial operating 

expenses of NBD related to this project, and technical 

assistance and training for NBD and its loan officers and 

support staff. 

Annex I, attached, amplifies the above definition of the 

Project. Within the limits of the above definition of the 

project, elements of the amplified description stated in 

Annex I may be changed by written agreement of the authorized 

representatives of the Parties named in section 8.2., without 

formal amendment of this/Agreement. 

SECTION 2.2. Incremental Nature of Project. 

(a) A.I.D.'s contribution to the Project will be 

provided in increments, the initial one being made available in 

accordance with section 3.1 of this Agreement. Subseq~ent 
I 

increments will be subject to availability of funds to A.I:D. 

for this purpose, and to the mutual agreement of the Parties, 

at the time of a subsequent increment, to proceed. 
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(b) within the overall Project Assistance Completion 

Date stated in this Agreement, A.I.D., based upon consultation 

with the Grantee, may specify in project Implementation Letters 

appropriate time periods for the utilization of funds grante~ 

by A.I.D. under an individual increment of assistance. 

Article 3: Financing 

SECTION 3.1. The Grant. To assist the Grantee to meet 

the costs of carrying out the Project, A.I.D., pursuant to the 

Foreign Assistance Act of 1961, as amended, agrees to grant the 

Grantee under the terms of this Agreement not to exceed Three 

Million United States ("U.S.") Dollars ($3,000,000) ("Grant"). 

The Grant may be used to finance foreign exchange costs, 

as defined in section 6.1, and local currency costs, as defined 

in Section 6.2, of goods and services required for the project. 

SECTION 3.2. Grantee Resources for the Project. 

(a) The Grantee agrees to provide or cause to be 

provided for the Project all funds, in addition to the Grant, 

and all other resources required to carry out the Project 

effectively and in a timely manner. 

(b) The resources provided by Grantee for the Project 

will be not less than the Egyptian Pound equivalent of Seven 

Million U.S. Dollars ($7,000,000). 
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SECTION 3.3. Project Assistance Completion Date. 

(a) The "Project Assistance Completion Date" (PACD), 

which is September 30, 1995, or such other date as the Parties 

may agree to in writing, is the date by which the Parties 

estimate that all services financed under the Grant will have 

been performed and all goods financed under the Grant will have 

been furnished for the project as contemplated in this 

Agreement. 

(b) Except as A.I.D. may otherwise agree in writing, 

A.I.D. will not issue or approve documentation which would 

authorize disbursement of the Grant for services performed 
I 

subsequent to the PACD or for goods furnished for the Project, 

as contemplated in this Agreement, subsequent to the PACD. 

(c) Requests 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 7.1 no later than nine (9) months following the PACD, 

or such other period as A.I.D. agrees 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 all 

or any part thereof for which requests for disbursement, 

accompanied by necessary supporting documentation prescribed in 

Project Implementation Letters, were not received before the 

expiration of said period. 
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J Article 4: Conditions Precedent to Disbursement. 

SECTION 4.1. First Disbursement. Prior to any 

disbursement or to the issuance by A.I.D. of any commitment 

documents under this Agreement, the Grantee shall, except as 

the Parties may otherwise agree in writing, furnish to A.I.D., 

in form and substance satisfac~ory to A.I.D., a statement of 

the names and titles of the persons authorized pursuant to 

section 8.2 to act as the representatives of the Grantee, 

together with a specimen signature of each person specified in 

such statement. 

SECTION 4.2. Notification. When A.I.D. has determined 

that the conditions precedent specified above have been met, it 
I 

will promptly notify the Grantee. 

SECTION 4.3. Terminal Dates for Conditions Precedent. 

If all of the conditions specified in section 4.1 ha~e not been 

met within 60 days from the date of this Agreement, or such 

later date as A.I.D. may agree to in writing, A.I.D., at its 

option, may terminate this Agreement by written notice to 

Grantee. 

Article 5: Special Covenants. 

SECTION 5.1. Authorization of A.I.D. to Execute 

~greement with NBD. The Grantee agrees that A.I.D. shall enter 

into an agreement with NBD to provide NBD with financing under 

the Grant, pursuant to which NBD will carry out its 

responsibilities as implementing agency for the project, as 

described in Annex I attached to this Grant Agreement. 
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SECTION 5.2. Authorization· of NBD to Receive and Retain 

Funding. The Grantee agrees that, barring a default by NBD, as 

defined in the agreement between A.I.D. and NBD, NBD is 

authorized to receive and retain for Project-related purposes 

all funds provided to it under its agreement with A.I.D., 
I 

including grant and Special Account funds. The Grantee also 

agrees that NBD shall be allowed to retain and utilize, for 

project related purposes, all project-financed equipment, 

throughout the useful life of such equipment. 
I 

SECTION 5.3. Reprogramming of Grant Funds in the Eyent 

of Default by NBD. The Grantee agrees that, in the event NBD 

defaults pursuant to the terms of its agreement with A.I.D., 

the principal provided to capitalize the loan fund under the 

Grant, which will be returned to the Grantee in accordance with 

the terms of the A.I.D./NBD agreement, shall be reprogrammed by 

the Grantee and A.I.D. to provide loans to micro entrepreneurs 

using a different lending mechanism, other than NBD. 

SECTION 5.4. Project Evaluation. The Parties agree to 

establish an evaluation program as part of the Project. Except 

as the Parties otherwise agree· in writing, the program will 

include, during the implementation of the Project and at one or 

more points thereafter: 

(a) evaluation of progress toward attainment of the 

objectives of the Project; 

(b) identification and evaluation of problem areas or 

constraints which may inhibit such attainment; 
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Cc) assessment of how such information may be used to 

help overcome such problems; and 

(d) evaluation, to the degree feasible, of the overall 

development impact of the Project: 

SECTION 5.5. Ratification. The Grantee will take all 

necessary action t~ complete all legal procedures necessary to 

ratification of this Agreemen~ and will notify A.I.D. as 

promptly as possible of the fact of such ratification. 

Article 6: Procurement Source 

SECTION 6.1. Foreign Exchange Costs. Disbursements of 

foreign exchange pursuant to Section 7.1 will be used 

exclusively to finance the costs of goods and services required 

for the Project having their source and origin in the united 

States (Code 000 of the A.I.D. Geographic Code Book as in 

effect at the time orders are placed or contracts entered into 

for such goods or services) ("Foreign Exchange Costs"), except 

as A.I.D. may otherwise agree in writing, and except as 

provided in the Project Grant Standard Provisions Annex, 

Section C.1(b) with respect to marine insurance. 

SECTION 6.2. Local Currency Costs. Disbursements of 

local currency pursuant to section 7.1 will be used exclusive~y 

to finance the costs of goods and services required for the 

Project having their source and, except as the Parties may 

otherwise agree in writing, their origin in Egypt ("Local 

Currency costs"). 
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Article 7: Disbursement 

SECTION 7.1. Disbursement for Foreign Exchange and 

Local Currency Costs. Disbursement of funds under the Grant . 
for Foreign Exchange and Local Currency Costs of goods and . 

services will be as set forth in section 4.1. First 

Disbursement. 

SECTION 7.2. 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 7.3. Rate of Exchange. Except as may be more 

specifically provided under Section 7.1, if funds provided 

under the Grant are introduced into Egypt 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 funds may be converted 

into currency of the Arab Republic of Egypt at the highest rate 

of exchange prevailing and declared for foreign exchange 

currency by the competent authorities of the Arap Republic of 

Egypt. 

Article 8: Miscellaneous 

SECTION 8.1. Communications. Any notice, request, 

document, or other communication submitted by A.I.D. or the 

Grantee 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 addresses: 
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To the Grantee: 

Ministry of International Cooperation 
8 Adly street 
7th Floor 
cairo, Egypt 

To A.I.D.: 

A.I.D. 
u.s. Embassy 
Cairo, Egypt 

To the Implementing organizations: 

All such communications will be in English, unless the 
, 

Parties otherwise agree in writing. Other addresses may be 

substituted for the above upon the giving of notice. 

SECTION 8.2. Representatives. For all purposes relevant 

to this Agreement, the Grantee will be represented by the 

individual holding or acting in the Minister of state Dor 

International Cooperation and/or the Administrator of the 

Department for Economic Cooperation with U.S.A., and A.I.D. 

will be represented by the individual holding or acting in the 

office of Director, USAID, 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 in Annex I. 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. 
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SECTION 8.3. Language of Agreement. This agreement is 

prepared in both English and Arabic. In the event of ambiguity 

or conflict between the two versions, the English language 

version shall control. 

SECTION 8.4. Standard Provisions Annex. A "Project Grant 

Standard Provisions Annex" (Annex II) is attached to and forms 

part of this Agreement. 

SECTION 8.5. Effective Date. This Agreement shall enter 

into force when signed by both Parties hereto. 
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IN WITNESS 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 and year first above 

written. 

ARAB REPUBLIC OF EGYPT I 

BY : e.ii . w. t:J1i~ 
NAME Dr. Maurice Makramallah 

TITLE: Minister of state for 
International Cooperation 

ARAB REPUBLIC OF EGYPT 

BY Vnh 
NAME Dr. Hassan Selim 

TITLE: Administrator of the 
Department for Economic 
Cooperation with U.S.A. 

0/ 
NAME : Robert H. Pelletreau 

TITLE: American Ambassador 

BY 

NAME 

TITLE: Direct 
USAIDjEgyPt 



I. Background 

SMALL ENTERPRISE CREDIT PROJECT 
Amplified Project Description 

ANNEX I 
Page 1 of 8 

Small and micro' enterprises (SMEs) playa vital role in 
the Egyptian economy. A significant proportion of Egypt1s 
industrial output is produced by small and micro 
business. There are an estimated 250,000 manufacturing 
establishments which employ between one and nine 

employees. In addition, there are avery large number -­
at least several hundred thousand -- of micro-businesses 
in the commercial (petty and itinerant trading) and 
service sectors. Together, these industrial and 
commercial/services small and micro enterprises employ a 
substantial portion of Egypt1s work force. The 
overwhelming majority of these businesses are located in 
large urban centers, with over 75 percent located in the 
Cairo and Alexandria metropolitan areas. They employ more 
direct labor per unit of capital than larger firms and 
they generally employ 'unskilled worke~s. 

The Iraqi invasion of Kuwait in August 1990 and the 
ensuing Gulf War deepened Egypt1s economic problems 
because of the une'xpected repatriation of estimated 
350,000 workers and their families. Rapid intervention is 

, 
required to address the urgent economic situation. The 
Government of Egypt has established a Social Fund which is 

the centerpiece of it1s IIsafety net ll program to ameliorate 

the negative impacts associated with the Gulf returnees as 
well as to cushion the effects of structural adjustment on 
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lower income groups. Among the major activities to.be 
supported by the Social Fund is small and micro enterprise 
assistance. The Small Enterprise Credit (SEC) Project . 
will be implemented as quick disbursing assistance in line 
with the objectives of the Social Fund. 

II. Project Description 

The Small Enterprise Credit (SEC) Project builds on the 
successful Rural Small Scale Enterprise (RSSE) Pilot 
Credit Activity, financed under the Local Development II 

Project (263-0182). The RSSE pilot activity, implemented 

by the National Bank for Development (NBD) in t~e 
Governorates of Damietta and Sharkia, with technical 
assistance provided by Agricultural Cooperative 
Development International (ACDI), has capitalized a loan 

fund within NBD and extended more than 5,000 small loans 
(between LE 250 and LE 2,500) to non-farm enterprises. 
The RSSE activity began lending in october 1989 and high 
demand resulted in full utilization of the loan fund 
within the first twelve months. 

. , 
The purpose of·the SEC project is to 1ncrease small 
entrepreneurs' access to credit and other banking 

services. The SEC project will provide credit to micro 
entrepreneurs in the greater Cairo metropolitan area with 
less than fifteen employees and less than LE 25,000 in 
fixed assets, excluding land and buildings. Because the 
vast majority of micro-enterprises are located in 
metropolitan Cairo, implementation of the SEC Project in 
greater cairo will achieve maximum impact in the shortest· 
time possible. At the end of the four year life of 
project the following accomplishments are expected: 
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o Approximately 20,000 small entrepreneurs will be 
active borrowers and approximately 10,000 jobs will be 
created or expanded from part time to full time 

employment. 

o Over $20 million (equivalent) in loan capital will be 

in circulation with the SME sector. 

o The SME lending program will be replicable to 

virtually any geographic area of Egypt. 

o NBD will have established an efficient and effective 

small and micro e,nterprise lending program which is 
capable of sustaining or expanding its activities 
based on reflows of principal and interest into the 
fund. 

To achieve these targets the local currency equivalent of 

$6,150,000 will be made available for the loan fund.from 

the Special Account during fiscal year 1991. 
Subsequently, additional local currency funds equivalent 

to $5,000,000 will be provided from the A.I.D. Grant. NBD 

will contribute not less than LE 10 million of its own 

resources to capitalize the loan fund when the project 

breaks even, or when the equivalent of $11,150,000 is 

fully in circulation, or eighteen months after the- first 
loan is made, whichever comes first. 

In addition up to $2,700,000 in Grant funds will be 

provided for dollar costs associated with initial 
start-up, technical assistance, training and other program 
assistance including evaluation and audit and $300,000 

will be provided for contingencies in fiscal year 1991. 
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The local currency equivalent of up to $850,000 will be 
provided from the Special Account during fiscal year 1991 

for initial start-up and operating expenses, training and 

other program assistance. Subsequently, additional local 
currency funds for operating expenses and training will be 
provided from the A.I.D. Grant up to a total of the 
equivalent of $1,000,000. To the extent that the funds 
identified above are not used for T.A. training or 
operating expenses, they may be used to capitalize the 
loan fund. 

NBD will implement the project by using essentially the 
same methodology successfully employed under the RSSE 
activity. It will identify, recruit, contra9t, and train 
project loan officers along with supervisory and support 
staff. The specially trained loan officers working out of 
NBD's existing branches and affiliates in the greater 
~airo metropolitan area will visit their assigned 
communities on a regular basis to: identify potential 
clients; prepare and process simplified loan applications; 
assist clients with simple business and cash flow plans 

for use of loan funds; supervise the clients in a manner 

that will ensure timely repayment; collect payment; and 
produce timely and complete data on loans extended, loans 
outstanding, a description of the borrowers' fund 
utilization, and savings performance. Interest rates and 
fees will be set by NBD at a level which will cover all 
program expenses and provide a return for reinvestment and 
expansion of services. Technical assistance will be 
provided to NBD by AC'oI. 

/ 
~ 



III. Implementation Arrangements 

ANNEX I 
Page 5 of 8 

The successful implementation of this project demands 

close interaction among the National Bank for Development, 
ACDI, USAID, and the Ministry of International Cooperation. 

By virtue of this Project Agreement USAID will enter into 
an agreement with NBD under which the funds will be 
provided for the loan fund as well as for start-up costs 

and initial operating expenses. The agreement between NBD 
and USAID will clearly set forth the terms and conditions I 

which will assure that the funds are used for the intended 

purpose, including provisions for repayment of any funds 
disbursed by USAIC which are used for purposes other than 

those set forth in the agreement or are otherwise 
improperly used. Any repayments made under these 

circumstances would be made to the Special Account or 
USAID. All funds provided to NBC will be kept separate 
and distinct from all other NBD financing. 

provisions will be included in the USAID-NBD agreement to 

ensure that re-paid loan principal will reflow to the loan 

fund and that interest earnings on ~EC loans will be 

deposited into the loan fund, until such time as NBC makes 

its LE 10 million contribution. After that, NBD may use 

the subsequent interest earnings to fund project-related 
operating expenses, and, after operating expenses have 

been covered, to increase the loan fund capital. NBD may 

also retain net earnings provided that the capitalized 

value of the loan fund in dollar terms is maintained. , 
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The agreement between AID and NBD will also provide. funds 
for NBD's initial operating expenses and training to 

implement the project in 16 NBD branches and/or affiliates 

in the Greater Cairo Metropolitan Areas. These funds will 

be provided under the terms of the "Protocol for Cash 
Advances" signed by USAID and MIC on september 30, 1990. 

Under this agreement, a project credit account will be 
established for NBD within the AID Project Cash Advance 

Account managed by the Na.t,ional Investment Bank (NIB). 

NBD will draw on this account for operating and training 
costs. operating costs eligible for financing include 

salaries and incentive payments to staff or seconded on a 

full time basis and all other costs which can be isolated 
and clearly billed to the project. USAID support for 

operating and training costs ceases when the project ' 
breaks even, when USAID-sourced loan capital is fully in 

circulation, or eighteen months after the first loan is 
made under the project, whichever comes first. 

Technical assistance for NBD will be provided through a 
. Cooperative Agreemen~ between USAID and ACDI. ACDI is 

expected to work closely with NBD to assist in all aspects 

of the bank's responsibilities described above. In 
addition to this role, ACDI will provide at least two long 

term consultants with international experience in 

implementation of small enterprise credit projects; 
provide short term technical assistance with development 
and implementation of computerized management information 
systems, and other short term specialized services as 
identified and required; provide policy guidance and 
suggestions for improved implementation of the project to 
AID and NBD; and, provide timely and accurate reports on 
over-all project implementation as well as ACDI activity. 

, 

\~ 
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Under the Cooperative Agreement, ACDI will procure project 
vehicles for use by NBD mobile lending teams, as well as 
office and data processing equipment. 

IV. Evaluation and Audit 

An initial evaluation will be carried out approximately 

eighteen months after initial implementation of the 

project. The purpose of this evaluation will be to review 

the performance of NBD and ACDI, provide quantified 
information on progress in meeting project objectives, as 
well as provide guidance to NBD and USAID management on 
changes that may have to be undertaken. In addition, the 
initial evaluation should also provide guidance on any 
longer term NBD reforms that may be required to deliver 
small enterprise credit on a nationwide basis. Although 

this project focuses on the delivery of credit to SMEs in 

the greater Cairo area, NBD has expressed interest in 
expanding the program into several rural governorates. The 

feasibility of this action will be examined in the course of 

the initial evaluation. If there are clear indications that 
a similar project approach would be successful on a large 

scale in one or more rural areas, then USAID'and the GOE may 

consider an increase in the loan fund to expand the SEC 

accordingly. 

A final evaluation will document the impact and "lessons 

learned" from the project. It will be carried out 
approximately 36 months after initial implementation of the 
project. 
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Annual audits of financial reports and loan activity will be 
conducted. These audits will be conducted in compliance 
with generally accepted auditing principles. In addition, 
two systems reviews will be performed. The first will occur 
approximately six months after the execution of the 
agreement between NBD and USAID. The second and final 
systems review will be conducted at the end of the project 
prior to the PACD. 

V.Illustrative Financial Plan 

Attachment 1 to this Annex presents an Illustrative 
Financial Plan for the Project. Changes may be made to the 

I 

Plan by authorized representatives of the Parties named in 
the text of the Agreement, provided such changes do not 
cause: 

(i) USAID's contribution to exceed the amount specified in 
section 3.1 of the Agreement; and, 

(ii) NBD's contribution to be less than the amount specified 
in the Illustrative Financial Plan attached. 

Under the project, NBD will be provided with local currency 
either: (1) provided from the Special Account, upon mutual 
agreement of the GOE and USAID; or (2) acquired by USAID 
with u.s. dollars at the legal exchange rate at the time of 
acquisition. 



Loan Fu.rrl 

O.E., T.A. 

Training 

Evaluation 

& Audit 

Contin:Jency 

Illustrative Financial Plan 

($ OOO's) 

Fiscal Year 1991 

AID GOE* NBD 

2,500 

200 

300 

3,000 

Special 

Account 

6,150 

850 

7,000 

Future Years 

AID NBD 

5,000 3,000** 

1,000 

6,000 3,000 

ANNEX I 

Attachment 1 

Project Total 

AID GOE NBO 

5,000 

3,500 

200 

300 

9,000 

Special 

Account 

6,150 

850 

7,000 

3,000** 

3,000 

* IXlllar equivalent in Egyptian pounds provided from the Special Ac::colmt. 

** NBD contribution is fixed at IE 10 million. 



ANNEX II 

Project Grant Standard 

Provisions Annex 

Definitions: As used in this Annex, the -Agreement- refers to the Project 
Grant Agreement to which this Annex is attached and of Which this Annex foems 
a part. Terms used in this AnneX have the same meaning or reference as in the 
Agreement. 

Article A: Project 1I1J?lementation Letters. 

To assist Grantee in the implementation of the Project, A.I.D., fran time to 
time, will issue Project Implementation Letters that Will furnish additional 
information aoout matters stated in this Agreement. The parties may also use 
jointly agreed-upon project Implementation Letters to confirm a~d record their 
nutual understanding on aspects of the ilQ:)lementation of this· .. ··-'-nent. 
Project Implementation Letters will nct be used to amend the t· .• i:. of the 
Agreement, but can be used to record reVisions or exceptions which are' 
permitted by the Agreement, including the revision of elements of the 
amplified description of the project in Annex 1. 

Article B: General covenants 

I . 

SECTION B.l Consultation. The parties will cooperate to assure that the 
purpose of this Agreement will be accanplished. To this end, the Pa~ies, 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 suppliers engaged on the Project, and other 
matters relating to the Project. 

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

(a) carry out the project or cause it to be carried out with due 
diligence and effiCiency, in conformity with sound technical, 
financial and management practices, and in conformity with those 
documents, plans, specifications, contracts, schedules or other 
arrangements, and with any modifications therein, approved by A.LD. 
pursuant to this Agreement; and 

(b) provide qualified and experienced 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 achievement of the purposes of the 
Project. 
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SECTION B.3 Utilization of Goods and services. 

(a) Any resources financed under the Grant will, unless otherwise agreed 
in writing by A.LO., be devoted to the Project until the canpletion 
of the Project, and thereafter will be used so as to further the 
objectives sought in carrying out the Project. 

(b) Goods or services financed under the Grant, except f!S A.I.D. may 
otherWise agree'in writing, Will nd: be used to prcm::te or assist a 
foreign aid project or activity associated with or financed by a 
country not included in Code 935 of the A.I.D. Geographic Code Book 
as in effect at the time of such use. 

SECTION B.4 Taxation. 

(a) This Agreement and the Grant will be free fran any taxation or fees 
imposed under laws in effect in the territory of the Grantee. 

(b) To the extent that: (l) any contractor, including any consulting 
firm, any persoMel of such contractor financed under the Grant, and 
any property or transaction relating to such contracts; and (2) any 
camnodity procurement transaction financed under the Grant, are not 
exempt fran identifiable taxes, tariffs, duties or other levies 
imposed under laws in effect in the territory of the Grantee, the 
Grantee will, as and to the extent provided in and pursuant to 
Project Implementation Letters, payor reimburse the same with funds 
other than those provided under the Grant. 

SECTION B.S. Reports, Records, Inspect ions, Audit. 

The Grantee 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 mairitained, 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, without limitation, the receipt and use 
of goods and services acquired under the Grant. Such books' and 
records will' be audited regularly, in accordance with 
generally-accepted auditing standards, and maintained for three 
years after the date of last disbursement by A.1.O.; such books and 
records will also be adequate to 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 
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(c) affor:d authorized representatives of a Party the opportunity at all 
reasonable times to inspect the Project:, the utilization of goods 
and services financed by such Party, and books, r:ec:ords and other I 

documents relating to the Project and the Grant. 

SECTION 8.6. Canpleteness of Information. 

The Grantee confirms: 

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

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

SECTION B. 7 • Other Payments 

Grantee confirms that no payments have been or will be received by any 
official of the Grantee in connection with the ptocurement of goods or 
serVices financed under the Grant, except fees, taxes or similar payments 
legally established in the country of the Grantee. 

SECTION B.8. Information and Marking. 

The Grantee will give appropriate publicity to the Grant and the Project 
as a program to which the United States has contributed, identify the 
project Site, and mark goods financed by A. I.O., as described in Project 
Implementation Letters. 

Article C: Procurement ProviSions. 

SECTION C .1. Special Rules. 

(a) The source and ori9in of ocean and air shippin9 will be deemed to be 
the ocean vessel's or aircraft's country of registry at the time of 
shipnent. 

(b) Premiums for marine insurance placed in the territory of the Grantee 
will be deemed an e1i9ible Foreign Exchange Cost, if otherwise 
eligible under section C.7(a). 
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(c) Any nor vehicles financed under the Grant will be of United States 
manufacture, except as A.I.D. may otherwise agree in writing. 

(d) Transportation by air, financed under the Grant, of property or 
persons (and their personal effects) will be on carriers holding 
united States certification, to the extent service by such carriers 
is available. Details on this requirement will be described in a 
Project Implementation Letter. 

SECTION C.2 Eligibility Date 

No good~ or services may be financed under the Grant which are procured 
pursuant to o:·ders or contracts firmly placed or entered into prior to the 
date of this· .greement, except as the .parties may otherwise agree in writing. 

SECTION C. 3 Plans, Specifiations 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 Grantee will furnish to A.I.D. on preparation, 

(l)any plans, specifications, procurement or construction schedules, 
contracts, or other documentation relating to goods or services to 
be financed under the Grant, including docwnentation relating to the 
prequalification and selection of contractors and to the 
solicitation of bids and proposals. Material modifications in such, 
~ocumentation will likewise be furnished A.I.D. on preparation: 

(2) such documentation will also be furnished to A.I.D., upon 
preparation, relating to any goods or services Which, though not 
financed under the Grant, are deemed by A.I.D. to be of major 
importance to the project. Aspects of the project involving matters 
under this subsection (a) (2) will be identified in Project 
Implementation Letters; 

(b) Documents related to the prequalification of contractors, and to the 
solicitation of bids or proposals for goods and services financed under 
the Grant will be approved by A.I.D. in writing prior to their issuance, 
and their terms will include United States standards and measurements; 

(c) Contracts and contractors financed under the Grant for engineering 
and other professional services, for construction services, and for such 
other serVices, equipment or materials as may be specified in project 
Implementation Letters, will be approved by A.I.D. in writing prior to 
execution of the contract. Material modifications in such contracts will 
also be approved in writing by A.I.D. prior to execution; and 
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(d) Consulting fiDDS used by the GrarE.ee for the project but n~ 
financed under the Grant, the scope of their services and such of their 
persoMel assigMd to the Project as A.I.D. may specify, and construction 
contractors used by the Grantee for the project but not financed under 
the Grant, shall be acceptable to A.I.D. 

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 the Grant. SUch items will be procured 
on a fair and, to the maximJm extent practicable, on a canpetitive basis. 

SECl'ION C.S. Notil ~cation to Potential Suppliers. 

To permit all United States firms to have the opportunity to partlcipate 
in furnishing goods and services to be financed under the Grant, the Grantee 
will furnish A.I.D. such information with regard thereto, and at such times, 
as A.I.D. may request in Project lIt;>lementation Letters. 

SECTION C. 6 Shipping 

(a) Goods which are to be transported t·o the territory of the Grantee 
may net. be financed under the Grant if transported either: 

(1) on an ocean vessel or aircraft under the flag of a country 
which is net. included in A.I.D. Geographic Code 935 as in effect ~ 
the time of shipment; or . 

(2) on an ocean vessel Which A.I.D., by written notice to the 
Grantee has designated as ineligible: or 

(3) under an ocean or air charter which has not received prior 
A.I.D. approval. 

(b) Costs of ocean or air transportation (of goods or persons) and 
related delivery services may nex. be fi~ under the Grant, if such goods 
or persons are carried: 

(l) on an ocean vessel under the flag of a country not, at the time 
of shipment, identified under the paragraph of the Agreement 
entitled ·Procurement Source: Foreign Exchange Costs,· without 
prior written A.I.D. approval: or on a non-U.S. flag air carrier if 
a u.S. flag carrier is available (in accordance with criteria which 
may be contained in Project Implementation Letters) without prior 
written A.I.D. approval; or 
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(2) on an ocean vessel which A.LD., by written notice to the Grantee, 
has designated as ineligible; or 

( 3) under an ocean vessel or air charter which has not received pr ior 
A. I. D. approval. 

(c) Unless A.I.D. determines that privately-Ctotmed 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 f~r dry bulk carriers, dry cargo liners and 
tankers) financed by A.<.D. which may be transported on ocean 
vessels will be transpc;" ~ted on privately-Ctotmed United States-flag 
carunercial vessels; and 

(2) at least fifty percent (50%) of the gross freight revenue 
generated by all shipments financed by A.I.D. and transported to the 
territory of the Grantee on dry cargo liners shall be paid to or for 
the benefit of privately-owned United States-flag commercial vessels. 

canpliance with the requirements of (1) and (2) of this subsection rust 
be achieved with respect to both any cargo transported fran U.s. ports and any 
cargo transported fran non-U.S. ports, canputed separately. 

SECTION C.7. Insurance. 

(al Marine insurance on goods financed by A.I.D. which are to be 
transported to the territory of the Grantee may be financed as a Foreign 
Exchange Cost under this Agreement provided: 

(1) such insurance is placed at the lowest available canpetitive 
rate, and 

(2) claims thereunder are payable in U.s. Dollars, or as A.I.D. may 
agree in writing, in the currency in which such goods were financed 
or in any freely convertible currency. 

If the Grantee (or government of Grantee), by statute, decree, rule, 
regulation or practice discriminates with respect to A.I.D.-financed 
procurement against any marine insurance canpany authorized to do business in 
any State of the United States, then all goods Shipped to the territory of the 
Grantee financed by A.I.D. hereunder will be insured against marine risks and 
such insurance will be placed in the United States with a canpany or canpanies 
authorized to do a marine insurance business in a State of the United States. 
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(b) EXcept as A.I.D. may otherWise agree in writing, the Grantee will 
insure, or cause to be insured, goods financed under the Grant imported for 
the Project against risks incident to their transit to the point of their use 
in the project; such insurance will be issued on terms and conditions 
consistent with sound camercial ptactice and Will insure the full value of 
the goods. Any indemnification received by the Grantee under such insurance 
will be used to replace or repair any material damage or any loss of the goods 
insured or will be used to reiJrCurse the Grantee for the replacement or repair 
of such goois. Any such replacements 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 the Parties may agree in writing, will be 
otherwise subject to the provisions of tpe Agreement. 

~.:::C'.rION C.S. U.S. Government-owned E> :ess property. 

The Grantee agrees that wherever practicable United states 
Government-owned excess personal property, in lieu of new items financed under 
the Grant, should be utilized. Funds under the Grant may be used to finance 
the costs of obtaining such property for the Project. 

Article D: Termination: Remedies. 

SECTION 0.1. Termination 

Either Party may terminate this Agreement by giving the other Party 30 
days written notice. Termination of this Agreement will terminate any 
obligations of the Parties to provide financial or other resources to the 
Project pursuant to this Agreement, except for payments which they are 
committed to make pursuant to non-cancellable commitments entered into with 
third parties prior to the termination of this Agreement. In addition, upon 
such termination A.I.D. may, at A.I.D.'s expense, direct that title to goods 

. financed under the Grant be transferred to A.I.D. if the goods are fran a 
source outside Guarantee' s country, are in a deliverable state and have not 

. been off loaded in ports of entry of Guarantee' s country. 

SECTION 0.2. Refunds 

(a) In the case of any disbursement which is not supported by valid 
documentation in accordance with this Agreement, 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.O. , 
notwithstanding the availability or exercise of any other remedies under 
this Agreement, 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 a request therefor. 

(b) If the failure of Grantee to comply with any of its obligatiOns 
under this Agreement has the result that goods or services financed under 
the Grant are not used effectively in accordance with this Agreement, 
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A.I.D. may require the Grantee to refund all or any part of the aroount of 
the disbursements under this Agreement for such goods or services in U.S. 
Dollars to A.I.D. written sixty (60) days after receipt of a request 
therefor. 

(c) The right under subsection (a) or (b) to require a refund of a 
disbursement will continue, notwithstanding any other provision of this 
Agreement, for three years fran the date of the last disbursement under 
this Agreement. 

(d) (1) Any refund under subsection, (a) or (b); or (2) any refund to 
A.I.D. from a contractor, supplier, bank or ot~er third party with 
respect 1,1"'. goods or services financed under thf Grant, which refund 
relates tv an unreasonable price for or erron~ as invoicing of goods or 
serVices, or to goods tnat did not conform to specifications, or to 
services that were inadequate, will: (A) be made available first for the 
cost of goods and services required for the project, to the extent 
justified; and (B) the remainder, if any, will be applied to reduce the 
amount of the Grant. ' 

(e) Any interest or other earnings on Grant funds disbursed by A.I.D. to 
the Grantee under this Agreement prior to the authorized use of such 
funds for the Project will be returned to A.I.D. in U.S. Dollars by the 
Grantee. 

SECTION 0.3. Nonwaiver of Remedies. 

No delay in exercising 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. 

SECTION D. 4. Assigrunent. 

The Grantee agrees, upon request, to execute an assigrunent to A.I.D. of 
any cause of action which may accrue to the Grantee in conn~ion with or 
arising out of the contractual performance or breach of performance by a party 
to a direct U.S. Dollar contract with A.I.D. financed in whole or in part out 
of funds granted by A.I.D. under this Agreement. 

• 






























































