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This AMENDMENT No. 2, dated JULY 2: 1980 entered “Anto-
between the REPUBLIC OF INDONESIA ("Borrower") and the
UNITED STATES OF AMERICA, acting through the AGENCY FOR
INTERNATIONAL DEVELOPMENT ("A.I.D."),
WITNESSETH THAT
| WHEREAS, the Borrower and A.I.D. entered into.a loan -
Agreement, designated as A.I.D. Loan No. 497-T-056, on ;1 N»"y
April 19, 1979, ("Loan Agreement''), whereby A.1, D, agreed to o
flend to the Borrower up to eight million United States dollars
($8,0Q0,000) to assist in financing Borrower 8 program to
generate employment and income for rnral;poor people through
training, technical assis“ance, and the treconstruction and
operation of small, labor intensive, economically productive
rural works, as more particularly described in said Agreement;
WHEREAS, the Borrower and A.I1.D. entered into Amendment
No. 1 to the Loan Agreement on August 15, 1979.whereby A.1.D.
agreed to increase the amount to be lent to the Borrower to a
new total of up to nineteen million United States dollars
($19,000,000) ; and , | | “
| WHEREAS the Borrower and A.I.D, desire to amend the
Loan Agreement as hereinafter set forth;
: NOW, THEREFORE, the Borrower and A.I.D. agree that the

‘Loan Agreement is hereby amended as follows:



, ll The Parties agree that a portion of these
~ funds may be used to support rural works projects in the
province QngﬂSt Timox.

-2, éection 3.1 is herebytmodified\to read'as follows;
"Section 3.1. The Loan. To assist the Borrower to meet the -
costs of carrying out the Project A1, D. % pursuant to’ the_
Foreign Assistance Act of 1961, as amended agrees to lend
the Borrower under the terms of this Agreement not to |
exceed Twenty-five million United States ("'u.s. ") dollars
($25,000,000) ("Loan"). The aggregate amount of disbursement
under the Loan is referred to as "Principal',

"The Loan may be used to finance foreign exchange
costs, as defined in Section 7.1, and local currency costs,
as defined in Section 7. 2, of goods and services required
for the Project." |

3. Section 3.2 (b) is hereby modified to read as
follows: "(b) The resources provided by Borrower for the
total Project (Grant and Loan) will be-not less'than the
equivalent of U.S. $46,340,000 including costs bofbe on an
"in-kind" bauvis", |

4. 'The Summary Cost Estimate and Financial Plan attached
to Annex 1 and the Financial Plan (Incremental Funding)
attached to Annex 1 by Amendment No. 1 are deleted and the
attached Summary Cost Estimate and Financial Plan ,k and the
Financial Plan (Incremental Funding) are substituted there-

for.



5 Except as hereinabove express]y amended*?the Loan

Agreement as amended 1s 1n all respects ratified'dconfirmed and
continued 1n fu11 force and effect 1n accordance w1th a11 of 1ts ’

terms

IN NITNESS WHEREOF, the Borrower and the United States of
America, each acting through its respective du]y authorized repre-
. sentative, have caused this Amendment No. 2 to be signed in their

names and delivered as of the day and year f{rst above written,

REPUBLIC OF INDONESIA ~ UNITED STATES OF AMERICA

et 77 ;szSZQM

—-—-—a—_
Prof. Dr. Mochtar Kusumaatmadja Edward E. Masters
Minister for Foreign Affairs Ambassador

i



AMENDMENT NO. 2

RURAL WORKS II
SUMMARY COST ESTIMATE AND FINANCIAL PLAN
(us$ 0o0)
' ATD _ : RS
INPUTS T 10AN * _*  GRANT_____' GOM . 6OFE ' TOTAL
1. FAR-Subproject 21,000 2,200 27,8000 | 51,000
Ccnstruction "
2. Technical Asst. (3) 2,150 350 K 11] 2,800
3. Training | , 7
a. In-Country 900 800 1,800
b. Overseas 200 200
4. Res./Trng. Center R
a. Land Development . 1,200 1,200
b. Construction 1,100 1,100 2,200
C. Equipment/ L o
Furnishings 200 QZSQﬁ‘ 450
5. PKGB Operations B 10,50 | 10,500
Contingency 40 {1,560 [ 40 | ‘so | U 290 | 6,30
TOTAL 440 |24,560 | 2,600 | 400 | 2,200 76,5400

(1) Government of the Netherlands
Inflation factor (10%) has been included in each 11ne item
Foreign Exchange costs includes salaries , allowances, overhead and 1nternatlona1 trave].;

(2
(3

GOI is to provide vehicles, in-country transportation and per diem (1n-countty). .

FX: Foreign Exchange
LC. Local Currency

* AID Funding for project after U.S. FY 1980 is subject to the avallab111ty of funds




RURAL WORKS II
FINANCIAL PLAN (INCREMENTAL FUNDING) *

AMENDMENT NO.:2.

(Us$ 000)
, ATD i E -
INPUTS ! IOAN * 7' GRANT 'GON ' GOI - TOTAL.
X ic FX_' IC
1. FAR-Subproject o
Construction 21,000 2,200‘ 27,800 .515000:
2..Technical Assistance} 1,200 190 300 1;690
3. Training ' ‘
a. In-Country 1 900 900 1,800 .
b. Overseas - 200 - - 200 . -
4. Res./Trng. Center V e R
a. Land Development - - -1,200 1,200
b. Consiructlon 1,100 1,100 2.200"
c. Equlpment/ o o BN
Furnishings 200 250 450
5. PKGB Operations | 10,500 10,500 -
Contingency 40 | 1,560 | 100 10 4,290 . 6,000
TOTAL 449 124,560 | 1,300 200 12,200 | ° 46,340 75,040 .

%* the. Includes total AID Loan. funding

made available in FY¥s 79 and 80 and-

‘'matching borrower funds for GOL FYs 79/80, 80/81 and 81/82.
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A,1.D, LOAN NO, 49/-T-056
‘ PROJECT NO. 497-0285

PROJECT LOAN AGREEMENT

Date: April,19 Ju,vl979u  

Between“THE REPUBLIC OF- INDONESIA ("Borrower")
:Qnd “ THE UNITED STATES OF AMERICA, acting thxough the

Agency for International Development ("A 1.D. ").

’Article 1. The Agreement

o The purpose of this agreement is to set out the
wﬁnderstandings of the parties named above ("Parties“)

with respect to the undertaking by the Borrowexr of‘the
Project described below, and with respect to tﬁe 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 1, is designed to

assist the Borrower in its program to generate employment
and income for rural poor people through the construction
and operation of small, useful physical infrastructure
such as irrigation/ flood control canals, feeder roads,
terracing and reforestation.

Within the limits of the above definition of the
Project, elements of the amplified description stéted in

Annex 1 may be changed by written agreement of authorized

/0
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representatives of the Parties named in Segtfgﬁ}9.2, without

formal amendment of this Agreement.

Article 3. Financing

SECTION 3.1. The Loan. To assistiﬁhe Borfg;éf to meet
the costs of carrying out the Project, A.I}ﬁ.,‘pursuant to
the Foreign Assistance Act of 1961, as amended, agrees to
lend the Borrower under the terms of this agreemeht not to
exceed Eight Million United States ('U.S.") dollars
($8,000,000) ("Loan"). The aggregate amount of disburse-
ments under the ioan is referred to as "Principal",

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

SECTION 3.2. Borrower Resources for the Project.

(a) The Borrower agrees to provide or cause to be
provided for the Project all funds, in addition to ;he
Loan, and all other resources required to carry out the
Project effectively and in a timely manner.

(b) The resources provided by Borrower for the total '
Project (Grant and Loan) will be not less than the equiva-
lent of U.S.$13,900,000 including costs borne on an '"in-
kind" basis.

I
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SECTION 3.3, Project Assistance Completion Date

(a) The Project Assistancs Completion Date (PACD),
which is Aprill9, 1983, or such other date as the Parties
agree to in writing, is the date by which the Parties esti-
mate that all portions of the Project financed jointly by
them on a Fixed Amount Reimbursement (EAR)‘basis will have
been completed, that all services financed under the Loan
other than on a FAR basis; will have been performed, and
.that all goods financed uLder the Loan other than on a
FAR basis will have been furnished for the Project, as
contemplated in this agreement. ' |

(b) Except as A.I.D. may otherwise agree in writing,
A.1.D. will not issue or approve documentation which would
authorize disbursement of the Loan for FAR portions of the
Project completed subsequent to the PACD, or, in the case
of portions of the project financed under the Loan other
than on a FAR basis, for services performed subsequent
to the PACD or 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 8.1 no later than nine (9)
months following the PACD, or such other period as A.I.D,
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agrees to in writing. After such period A I, D., giving
notice in writing to the Borrower, may at any time or |
times reduce the amount of the Loan by all or any part

thereof for which requests for disbursement, accompanied

by necessary supporting documentation prescribed in Project

‘Implementation Letters, were not received before the pri-

ration of sald period.

Article 4., Loan Terms

 SECTION 4.1. Interest, The Borrower will pay to
A, I D. interest which will accrue at the rate of two percent
(2%) per annum for ten (10) years following the date of the
first disbursement hereunder and at the rate of three per-
cent (3%) per annum thereafter on the outstending balance
of Principal and on any due and unpaid intere:t. Interest
on the outstanding balance will accrue from the date (as
defined in Section 8.5) of each respective disbﬁrsement,
aﬁd will be payable semi annually. The first payment of
interest will be due and payable no later than six (6)
months after the first disbursement hereunder, on a date
to be specified by A.I.D,

SECTION 4.2. Repayment. The Borrower will repay to

A,1.D, the principal within forty (40) years from the date
of the first disbursement of the Loan in sixty-one (61)

approximately equal semiannual installments of principal

%
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and interest. The first installment of Principal will be

payable nine and one-half (9%) years after?the‘date on

which the first interest payment is due in accordance with -

Section 4.1. A.I.D. will provide the Borrower with an
amortization schedule in accordance with this section after
the fiqal disbursement under the Loan.

SECTION 4.3. Application, Currency, and Place of
Payment. All payments of interest ancd principal hereunder
| will be made in U.,S. dollars and will be applied first to
the payment of interest due and.then to the repayment of
Principal, Except as A.I,D, may otherwise specify in
writing, payments will be made to the Controller, Office
of Financial Management, Agency for International Develop-
ment, Washington, D.C. 20523, U.S.A., and will be. deemed
made when received by the Office of Financial Management.

SECTION 4.4, Prepayment. Upon payment of all inter-
‘est and any refunds. then due, the Borrower maf prepay,
without penalty, all or any part of the Principal. Unless
A.1.D. otherwise agrees in writing, any such prepayment
will te applied to the installments of Principal in the,
inverse order of their maturity.

SECTION 4.5, Renegotiation of Terms.

(a) The Borrower and A.1.D, agree to negotiate, at

such time or times as either may request, an acceleration



o
of the repayment of the Loan in the‘eyent.that,there is'any;
significant and.continuing improvement in the internal andfii
external economic and financial position and prospects'oflzv
Indonesia, whichlenable the Borrower to.repay the Loanpon~£
a shortertschedule.,/

(b) Any request by either Party to the other to so
negotiate will be made pursuant to Section 9 2, and will
give the name and address of the person or persons who wi11‘
represent the requesting Party in such negotiations. B

(c) Within thirty (30) days after delivery of a -
request to negotiate, the requested Party wiil communicate :
;to the other, pursuant to Section 9.2, the name and address
of the person or persons who will represent the requested
Party in such negotiations.

(a4) The representatives of the parties will meet to
carry on negotiations no later than thirty (30) days after f7
delivery of the requested. Party's communication under ,"v
subgection (¢). The negotiations will take place at the tﬂ;'
office of Borrower'sMinistry of Finance in Indonesia exceptr":'
as otherwise mutually agreed by the representatives of the ﬁf

Parties.i

SECTION 4.6, Termination of Full Payment. Upon
payment. in fu11 of ‘the Principal and any accrued interest.}r
this agreement and all obligations of the Borrower and A, I D

under it will cease,
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Article»S., Conditions Precedent to Disbursement

SECTION 5.1. First Disbursement. Prior to the first
disbursement under the Loan, or to the issuance by A l D.
of documentation pursuant to which disbursement will be
made, the Borrower will, except as the Parties. may other-=
wise agree in writing, furnish to A.1.D. in'form and
substance satisfactory to A,I.D.:

(a) An opinion of the Minister of Justice“of the -
Borrower that this agreement has been duly authorized and/
or ratified by, and executed on behalf of, the Borrower,
and that is constitutes a valid and legally binding obli- |

gation of the Borrower in accordance with all of its. terms,v

(b) A statement of the name of the person holding or :

acting in the office of the Borrower specified in Section
9.2 and of any additional representatives, together with
a specimen signature of each person specified in such
statement, . , i,,e, | A,'
(c) Detailed criteria for selection of participating
kecamatan and sub-projects; ! ”4'j:
(d) A schedule for the evaluation program referred

to in Section 6.1,

SECTION 5.2. Disbursement for Sub-grojec . Prior to ,;

disbursement under the Loan or to the issuance by A, I D. off}

documentation pursuant to which disbursement will be made



lfor construction of any subproject, thegBorrower«will fexcept

las the Parties may otherwise agree in wri ing,
A, I D., in form.and substance satisfactory to A I D., evi-
dence that the detailed kecamatan and subproject selection
criteria have been met for the subproject, that the plans :
and specifications for construction, operation and main-
tenance of the subproject are satisfactory, that the cost ,j
estimate is reasonable, that construction was completed in“
a satisfactory manner in accordance with the plans and»that
the subproject 1s operational,

SECTION 5.3. Disbursement for ‘l‘raining. Prior to

disbursement under the Loan or to the issuance by A I. D
of documentation pursuant to which disbursement will be
made for training costs, the Borrower 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 time phased implementation plan which includes
the purpose, scope and curricula for the proposed training
and a staffing pattern for trainers.

(b) A cost estimate for thé training.

‘SECTION S5.4. Disbursement for Construction of Ré;;
search Training Center. Prior to disbursement under the;.

Loan or to the issuance by A.I.D. of documentation put;ﬁﬁ

suant to which disbursement will be made for ccnstnuctionfi

\"]
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. | - 9- ;
‘of the research and. training center, the Borrower wi11

except as the Parties may otherwise agree in writing,
furnish to A.I.D. in form and substance satisfactory to
A.I.D., evidence that the Borrower owns the land on which
the research and training center is to be constructed

SECTION 5.5. Notification. When A I D has deter-

mined that the conditions precedent specified in Sectionsi

5.1, 5.3 and 5.4 have been met, it will promptly notify

the Borrower.

SECTION 5.6, Terminal Dates ‘for Conditions Precedent

If all of the conditions specified in Section 3. 1 have nut
been met within 90 days from the date of this agreement,or
such later date as A,1.D, may agree to in writing, A,I‘D.,
at its option, may terminate this agreement by written

notice to Borrower,

Article 6. Special Covenants

SECTION 6:1. Project Evaluation. The”Parties'aéreé
to establish an evaluation program as part of the'froject.
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) evalu-
ation of progress toward attainment of the objectives of
the project; (b) identification and evaluation of problem
areas or constraints which muy inhibit such attainment;

(c) assessment of how such information may be used to
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help overcome such problems, and (d) evaluation, to the
degree feaaible, of the overall development impact of
the'Projecc.

Article 7. Prochrement Source

SECTION 7.1. Foreign Exchénge Costs. Disbursements
pursuant to Section 8.1 will be used exclusively to
finance the‘oost of goods and services required for
‘the Project having their source and origin in‘oounfrieg*'
‘included in Code 941 of the A.I.D. Geographic Codeiﬁook
as in effect at the time orders are placed ot cootrecee_
‘entered into for such goods and services ("'Foreign
Exchange Costs"), except as A.I.D. may otherwise agree :
in writing, and except as provided in the Project Loan
Standard Provisions Annex,‘Section C.1(b) with respeoé
to marine insurance. |

SECTION 7.2. Local Currency Costs. Disbufsements

pursuant to Section 8.2 will be used exclusively to
finance the costs of goods and services required fort‘
the Project having their source and, except as A.I.D.
may otherwise agree in writing, their origin in Indo~
nesia ("Local Currency Costs"). To the extent provided
for under this agreement, "Local Currency Costs' may
also include the provision of local currency resouroeo

required for the Project.

4
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~ Article 8. ! Disbursements o

‘SECTIGNVS.I. Disbursement for Foreign Exchange Costs

»(é);:After satisfaction of conditions precedent, the
Borrewer meyabbtain disbursements of funds under the Loan
for the Foreign Exchange Costs of goode or services re-
quired fer the Project in accordance with'the terms of
this agreement, by such ofathe £e116wing methods ae may
be mutualiy agreed upon: (1) by suﬁmitting to A. i‘D;,e 
with necessary supporting documentation as prescribed in :
Project Implementation Letters, | 'V
(A) requests for reimbursement for such goods or- services or
(B) requests for A.I.D. to procure ccmmodities or services
in Borrower's behalf for the Project; or (2) Ey requesting
A.I.D. to issue Letters of Commitment for specified amounts
(A) to one or more U.S. banks, satisfactorj to A.1.D.,
committing A.I.D. to reimburse such banik or banks for
payments made by them to contractors er suppliers, under
Letter of Credit or otherwise, for such goods or services,
or (B) directly to one or more contractors or suppliers,
committing A.I.D. to pay such contractors or suppliers
for such goods or services.

(b) Banking charges incurred by Borrower in connection
with Letters of Commitment and Letters of Credit will be
financed under the Loan unless the Borrower instructs A.i.D.

to the contrary. Such other charges as the Parties may

10
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agree to may also be financed under the Loen.

SECTION 8.2. Disbursement for Local Currency Costs
After satisfaction of conditions precedent, the Borrouer-
may'obtain disﬁursements of funds under the Loan for
Local Currency Costs required £or,themprojec;_in ac-
cordance with the terms of this agreement, by submitting
to A.I. D., with necessary supporting documentation as |
prescribed in Project Implementation Letters, requests
to finance such costs. These disbursement may be made
by A.1I.D.: (1) In U.S. dollars equivalent to the local

_ currency cost, or o

(2) 1In local currency acquired by A.1.D. by
purchsse or from local currency slreadyh,
vowned by the U.S. Government. |

SECTION 8.3. Other Forms of Disbursement.
Disbursements of the Loan may also be made through gsuch
~other means as the Parties may agree to in writing.

SECTION 8.4. Rate of Exchange. If funds provided

under the Loan are introduced into Indonesia by A.I.D.

or any public or private agency for purposes of csrrying
out obligations of A.I.D. hereunder, the Borrower will
make such arrangements as may be necessary 80 that such
funds may be converted into currency of Indonesia at the
highest rate of exchange which, at the time the conversion

is made, is not unlawful in Indonesia.
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SECTION 8.5. Date of Disbursement. Disbufsements
‘by A.I. D will be deemed to occur (a) on the date on which
A 1. D. makes a disbursement to the Borrower or its designee,
or: to ‘a bank, contractor or supplier pursuant to a Letter
of Commitment, contract, or purchase order; or (b) on the -
idate on which A,.I.D. disburses to the Borrower or its
‘designee . local currency acquired in accordance with

-Section 8.2,

;Article 9, Miscellaneous A

SECTION 9.1. Communications. Any'hotice, request,
document, or other communication submitted‘by,éither
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 Borrower

Mail Address: Departemen Luar Negeri
Jalan Pejambon No. 6
Jakarta Pusat
Indonesia

Alternate address for telegrams: DEPLU Jakarta.
Io A.1,D.:
Mail Address: United States Agency for
International Development
American Embassy
Jakarta, Indonesia

Alternate address for telegrams: USAID AMEMB Jakarca.

2
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All such communications will ‘be:in Englishf;unless the
Parties otherwise agree in writing. Other addresses may
be substituted for the above upon the giving of notice.

SECTION 9.2. Representatives. For all purposes

relevant to this agreement, the Borrower will be repre-~
sented by the individual holding or acting in the office
of Chairman or Vice Chairman, National Development
Planning Agency ('"'BAPPENAS") and A.I.D. will be repre-
~ sented by the individual holding or acting in the office
of Director, United States A.I.D; Mission to Indonesia,
each of whom, by written notice, may designate additionalv
representatives for all purposes other than exercising
the power under Section 2.1 to revise elements of the
amplified description in Annex 1. The names of the
representatives of the Borrower, with specimen signatures,
will be provided to A.I.D., which may accept as duly
authorized any instrument signed by such représentativeé
in implementation of this agreement, until receipt of
written notice of revocation of their authority. |
SECTION 9.3. Standard Provisions Annex. A "Project
Loan Standard Provisions Annex' (Annex 2) 1s attached to

and forms part of this agreement.

IN WITNESS WHEREOF, the Borrower and the United States
of America, each acting through its duly authorized repre-~

oy
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sentative, have ‘caused this agreement to be. signea n
t:he:l.r names -and delivered as of: the dav and year f:l.rst

above written.

REPUBLIC OF INDONESIA

ORIGINAL SIGNED BY

M. Panggabean
Minister for Foreign Affairs, ad interi.m

By:

UNITED STATES OF AMERICA

"ORIGINAL SIGNED BY

Edward E. Masters
Ambassador

By:



ANNEX 1

AMPLIFIED DESCRIPTION OF THE PROJECT
(Same for Loan and Grant Agreement)

1. Purpose: To assist the Government of Indonesia (GOL)
to improve the institutional capability to manage the Padat
Karya (PKGB) program, to increase employment and income for
the rural poor, and to increase food producti6n.

2. Financing: The project will be financed from funds pro-
vided by A.I.D., the Government of the Netherlands (GON) and
the Government of Indonesia (GOI). A.I.D. will provide in
US FY 1979 up to §8,000,000 in loan funds (AID Loan No. 497-
T-056) and up to $1,000,000 in grant funds (AID Grant No.
497-0285). These funds will assist the GOI in carrying out
its Padat Karya Gaya Baru (PKGB) program for fiscal years
1978/79 and 1979/80. The Government of the Netherlands will
provide at least $2,200,000 and the GOI agrees to provide
not less than $13,900,000 making total funds available for
the project of $25,100,000 as described in the attached
Financial Plan, ‘

Subject to the availability of funds, an additional
$8,000,000 of loan funds and $1,000,000 of grant funds will
be made available in US FY 1980, by amendment to this agree-
ment, to assist the IFY 1979/80 and 1980/81 PKGB program and
additional $9,000,000 of loan funds and $1,000,000 of grant
funds will be made available in US FY 1981 to assist the
IFY 1980/81 and 1981/82 PKGB program. This would increase
the loan amount to $25,000,000 and the grant amount to
23 000,000, thus making a total A.I.D. contribution of

28,000,000, At such time the GOI will provide an ad-
ditional amount of rot less than $32,440,000 for the
project making a total GOI contribution of $46,340,000,
Thus, subject to the availability of funds, the total contri=
bution of A.1.D., the GON and the GOI for the project would
be not less than $76,540,000. .

Changes up to 30 percent may be made to line items
amounts shown in the Financial Plans (attached) for this
phase without formal amendment of this agreement provided
that A.I.D. approves any such changes in writing, and that
the total A,.I.D. contribution is not increased or the
Borrower's a%reed contribution for this phase is not
decreased below that shown on the applicable plan,
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3. Targets: The project will generate employment (short
and Tong term) and income for rural poor people through
the construction, operation and maintenance of small,
useful physical infrastructure, such as lrrigation/flood
control canals, village roads, terracing, reforestation,
etc. In addition, food production will be increased and
rural incomes will be raised as a result of increased
economic activity from completed subprojects. The skills
of Department of Manpower (DMP) and local government:
officials will be expanded and upgraded in the areas of
subproject selection, planning, construction, maintenance
and evaluation. Improved local government planning will
result in PKGB being integrated cross-sectorally with
other local development activities.

include: (a) constructing about 1480 sub-projects
b) training about 2500 DMP and local officials;
and
(c) constructing and equipping a labor intensive
technology research/training center.

4. Project Management: The DMP Directorate for Development
and kxpansion o ployment will have overall responsibility
for general guildance and implementation with the assistance
of the technical advisory team being financed by an A,I.D.
grant. DMP officilals at provincial and district level, in
cooperation with local government officials, are directly
responsible for selecting, planning and carrying out the
PKGB subprojects. Public Works personnel in each province
will aid in the preparation of subproject designsand

. construction supervision.

The proiect outputs over a three (3) year period should

5. Project Duration: April 1979 through March 1983,

6. Implementation Reimbursement: DMP monitcrs the project
in cooperation with &, I.D. to Insure compliance with jointly
approved project description, selection criteria, plans/
specifications and cost estimates. A host country contract
between DMP and a US consulting firm provides technical
assistance. Disbursements for foreign exchange costs may

be by letter of commitment. Fixed Amount Reimbursement
(EAR§ may be used for local currency costs.,

o



RURAL WORKS II |
PROJECTION OF EXPENDITURES

(Us$ 000)
OIN AL D - ‘
% = = RANT - _ GoI TOTAL
US FY 1979
1. FAR-Subprojects
a. 400 Constructed 6,300 2,200 5,500 14,000
b. 80 Constructed 2,500 2,500
2. Technical Assistance ' |
a. 72 MM LT Advisors 580 120 - 150 850
b. 18 MM ST Consultants 200 o 50 250
3. Training , | o
a. In-country - 600 100 100 200
b. Overseas - 50 fLloo : - 100
4. Research/Training E , -
Center Land Develop- O B R L o
ment 1,000 ;',ﬂ!,ZQO‘ 2,200 .
5. PKGB Operations ' | - ‘*,7,3,000 3’000,;,
Contingency 500 95 5 1,400 2,000
100 | 7,900 875 125 { 2,200 | 13,900 25,100




RURAL WORKS 1I ;
SUMMARY COST ESTIMATE AND FINANCIAL PLAN

e

(Us$ 000)
AID N I , ]
__LOAN* _GRANT | GON -+ GOI TOTAL
INPUTS FX 1C FX 1C Q) : : , ;
1. FAR-Subproject ’ .
Construction 21,000 2,200 - 27,800 51,000
2. Technical Asst.(3) 2,150 | 350 . 300 2,800
3. Training - :.. R § -
a. In-Country . 4251 - ' 425. 850
b. Overseas 200 | . o -+ , - 200
4. Res./Trng.Center B I I o
a. Land Development U . 1,200 1,200
b. Construction - 21,1004 = , 1,100 | 2,200 .
¢. Equipment/ i R B ’ - ‘
Furnishings . 200 IR IR 250 450
5. PKGB Operations S b ! 10,500 10,5b0k 
Contingency 40 | 2,035| 450/ 50 | | 4,765 7,340
TOTAL 440 | 24,560 | 2,600 | 400 2,200 | 46,340 76,540
il Government of the Netherlands
2) Inflation factor (107) has been included in each line item

Foreign Exchange costs includes salaries, allowances, overhead and international travel.
GOI is to provide vehicles, in-country transportation and per diem (in-country).

FX: Foreign Exchange
LC: Local Currency

* AID Funding for project after U S FY 1979 is subject ta the availability of funds..
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‘ANNEX 2

VfProjeét7Lbén'Staﬁdard=Pf0Vision3‘Annéi‘

Definitions: As used in this Annex, the "Agreement' rerers to the
Project Loan Agreement to which this Annex is attached and of:.which
this Annex forms a part. Terms used in this Annex have the same
meaning or reference as in the Agreement. ‘ ’ .

Article A: Project Implementation Letters. To assist Borrower in
the implementation of the Project, A.I.D., from time to time, will
issue Project Implementation Letters that will furnish additional
information about matters stated in this Agreement. The parties
may also use jointly agreed-upon Project Implementation Letters to
confirm and record their mutual understanding on aspects of the
implementation of this Agreement. Project Implementation Letters
will not be used to amend the text of the Agreement, but can be
used to record revisions or exceptions which are pexmitted by the
Agreement, including the revision of elements of the amplified
description of the Project in Annex 1.

Article B: General Covenants

SECTION B.1. Consultation. The Parties will cooperate to
assure that the purpose of this Agreement will be accomplished.
To this end, the Parties, at the request of either, will exchange
views on the progress of the Project, the performance of obliga-
tions under this Agreement, the pexformance of any consultants,
contractors, or suppliers engaged on the Project, and other mat-
ters relating to the Project.

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

(a) carry out the Project or cause it to be carried
out witl: due diligence and efficienty, 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.I.D. pursuant to this
Agreement; and

(b) provide qualified and experienced manageinent for,
and train such staff as may be appropriate for the main-
tenance 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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'ﬂSECTION B.3. Utilization of Goods and Services.

. (a) Any resources financed under the Loan will, unless
otherwise agreed in writing by A.1.D., be devoted to the
Project until the completion of the Project, and thereafter
will be used so as to further the objectives sought in
carrying out the Project.

(b) Goods or services financed under the Loan, except
as A.I.D. may otherwise agree in writing, will not be used
to promote 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 Loan will be free from, and
the Principal and interest will be paid free from, any
taxation or fees imposed under laws in effect in the terri-
tory of the Borrower.

(b) To the extent that (1) any contractor, including
any consulting firm, any personnel of such contractor fi-
nanced under the Loan, and any property Or transactions
relating to such contracts and (2) any commodity procurement
transaction financed under the Loan are not exempt from
identifiable taxes, tariffs, duties, or other levies imposed
under laws in effect in the territory of the Borrower, the
Borrower will, as and to the extent provided in and pursuant
. to Project Implementation Letters, pay oOr reimburse the same
with funds other than those provided under the Loan.

SECTION B.5. Reports, Records, Inspections, Audit.
The Borrower will: '

(a) furnish A.I.D. such information and repbrté'fglating
to the Project and to this Agreement as A.I.D. may reasonably
request; ‘ S

(b) maintain or cause to be maintained, in accordance
with generally accepted accounting principles and practices
consistently applied, books and records relating to the Pro-
ject and to this Agreement, adequate to show, without limi-
tation, the receipt and use of goods and services acquired
under the Loan. Such books and records will be audited
regularly, in accordance with generally accepted auditing
standards, and maintained for three years after the date of



SECTION B.5.(b)

last disbursement by A.I.D.; 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

(c) afford 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, records, and other documents relating to
the Project and the Loan.

SECTION B.6. Completeness of Information. The Borrower
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. on the Loan, are
accurate and complete, and include all facts and circum-
stances that might materially affect the Project and the
discharge of responsibilities under this Agreement;

(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 Project or the discharge of responsibilities under this
Agreement. '

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

ments have been or will be received by any official of the Borrower

in connection with the procurement of goods or services financed
under the Loan except fees, taxes, or similar payments legally
established in the country of the Borrower.

SECTION B.8. Information and Marking. The Borrower will
give appropriate publicity to the Loan an% the Project as a pro-
gram to which the United States has contributed, identify the
Project site, and mark goods financed by A.I.D., as described. in

Project Implementation Letters. :

Article C: Procurement Provisions

"SECTION C.1. Special Rules.

(a) The source and origin of ocean and air shipping will?

be deemed to be the ocean vessel's or aircraft's country of
~registry at the time of shipment. '



SECTION C.1.
i i}(B)¥P£émiums for marine insurance placed in the territory:

‘'of .the -Borrower will be deemed an eligible Foreign Exchange
,CQSt{’if otherwise eligible under Section C.7(a) B

" % (e) Any motor vehicles financed under the Loan will be
of United States manufacture, except as A.I.D. may other- .
wise agree in writing. : o

SECTION C.2. Eligibility Date. No goods or services may be
. financed under the Loan which are procured pursuant to orders Or
contracts firmly placed or entered into prior to the date of this
Agreement, except as the Parties may otherwise agree in writing.

SECTION C.3. Plans, Specifications and Contracts. In ordér:
for there to be mutual agreement on the foIIowing matters, and

except as the Parties may otherwise agree in writing:
(a) The Borrower will furnish to A.I.D. upon preparation:

(1) any plans, specifications, procurement of con-
gstruction schedules, contracts, or other documentation
relating to goods or services to be financed under the
Loan, including documentation relating to the prequali-
fication and selection of ccntractors and to the solici-~
tation of bids and proposals. Material modifications in
such documentation 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 Loan, are deemed by A.1.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 con-
tractors, .and to the solicitation of bids or proposals for
goods and services financed under the Loan will be approved
by A.1.D. in writing prior to their issuance, and their terms
will include United States standards and measurements;

(c) Contracts and contractors financed under the Loan 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.1.D. in writing prior to execution of the con-
tract. Material modifications in such contracts will also be
approved in writing by A.I.D. prior to execution; and

5



SECTION C.3.

(d) Consulting firms used by the Borrower for the Project
but not financed under the Loan, the scope of their services
and such of their personnel assigned to the Project as A.I.D.
may specify, and construction contractors used by the Bor-
‘rower for the Project but not financed under the Loan shall

“be' acceptable to A.I.D.

SECTION C.4. Reasonable Price. No more than reasonable
prices will be paid for any goods or gservices financed, in whole
_or in part, under the Loan. Such items will be procured on a fair
and, to the maximum extent practicable, on a competitive basis.

SECTION C.5. Notification to Potential Su liers. To permit
all United States firms to have the opportunity to participate in
furnishing goods and services to be financed under the Loan, the
Borrower will furnish A.I.D. such information with regard thereto,
ind at such times, as A.I.D. may request in Project Implementation

etter.

SECTION C.6. Shipping.

(a) Goods which are to be transported to the territory
of the Borrower may not be financed under the Loan if
transported either:

(1) on an ocean vessel or aircraft under the flag
of a country which is not included in A.I.D. Geographic
Code 935 as in effect at the time of shipment; or

(2) on an ocean vessel which A.1.D., by written
notice to the Borrower 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 gservices may not be financed
under the Loan, if such goods or persons are carried:

(1) 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

. (2) on an ocean vessel which A.I.D., by written no-
_tice to the Borrower, has designated as ineligible; or

%y



SECTION C.6.

(3) under an ocean vessel or air charter which has
. not received prior A.I.D. approval. ‘
- (e) Unless A.I.D. determines that privately owned United
States-flag commercial ocean vess»ls are not available at
fair and reasonable rates for sucu vessels,

(1) at least fifty percent (50%) of the gross ton-
nage of all goods (computed separately for dry bulk
carriers, dry cargo liners and tankers) financed by
A.I.D. which may be transported on ocean vessels will
be transported on privately owned United States-flag
commercial vessels, and

(2) at least fifty percent (50%) of che gross
freight revenue generated by all shipments financed by
A.I.D. and transported to the territory of the Borrower
on dry cargo liners shall be paid to or for the benefit
of privately owned United States-flag commercial vessels.
Compliance with the requirements of (1) and (2) of this
subsection must be achieved with respect to any cargo
transported from U.S. ports and also any cargo trans-
ported from non-U.S. ports, computed separately.

SECTION C.7. Insurance.

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

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

(2) claims thereunder are payable in the currency
in which such goods were financed or in any freely con-
vertible currency. If the Borrower (or government of
Borrower), by statute, decree, rule, regulation, oOr
practice discriminates with respect to A.1.D.-financed
procurement against any marine insurance company
authorized to do business in any State of the United
States, then all goods shipped to the territory of the
Borrower financed by A.I.D. hereunder will be insured
against marine risks and such insurance will be placed
in the United States with a company OF companies
authorized to do a marine insurance business in a State

of the United States.

2S5



SECTION C.7.

(b) Except as A.I.D. may otherwise agree in writing, the
Borrower will insure, or cause to be insured, goods financed
under the Loan imported for the Project against risks inci-
dent to their transit to the point of their use in the Pro-
ject; such insurance will be issued on terms and conditions
consistent with sound commercial practice and will insure
the full value of the goods. Any indemnification received
by the Borrower under such insurance will be used to replace
or repair any material damage or any loss of the goods in-
sured or will be used to reimburse the Borrower for the
replacement or repair of such goods. Any such replacement
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 the Agreement.

SECTION.C.8. U.S. Government-Owned Excess Property. The
Borrower agrees that wherever practicable United States Government-
owned excess personal property, in lieu of new items financed under
the Loan, should be utilized. Funds under the Loan may be used
to finance the costs of obtaining such property for the Project.

Article D: Termination; Remedies.

SECTION D.1. Cancellation by Borrower. The Borrower may,
by giving A.I.D. 30 days written notice, cancel any part of the
Loan which has not been disbursed or committed for disbursement
to third parties. ’ ' oo

SECTION D.2. Events of Default; Acceleration. It will be
an "Event of Default™ if Borrower shall have failed: ‘

(a) to pay when due any interest or installment of .
Principal required under this Agreement, or ‘

(b) to comply with any other provision of this
Agreement, or

(c) to pay when due any interest or installment of
Principal or other payment required under any other loan,
guaranty or other agreement between the Borrower or any of
its agencies and A.I.D. or any of its predecessor agencles.
If an Event of Default shall have occurred, then A.I.D. may
give the Borrower notice that all or any part of the unrepaid
Principal will be due and payable sixty (60) days thereafter,
and, unless such Event of Default is cured within that time:

(1) such unrepaid Principal and accrued interest
hereunder will be due and payable immediately, and

30



. SECTION D.2.

~+ (2) the amount of any further disbursements made
pursuant to thenoutstanding commitments to third

_parties or otherwise will become due and payable as
soon as made.

SECTION D.3. Suspension. If at any time:

(a) An Event of Default has occurred; or

. (b) An event occurs that A.I.D, determines to be an
"extraordinary situation that makes it improbable either
that the purpose of the Loan will be attained or that the
Borrower will be able to perform its obligations under
this Agreement; or

(¢) Any disbursement by A.I.D. would be in violation
of the legislation governing A.I.D.; or

(d) The Borrower shall have failed to pay when due any
interest, installment of principal or other payment required
under any other loan, guaranty, on other agreement between
the Borrower or any of its agencies and the Government of
the United States or any of its agencies;

Then A.I.D. may:

(1) suspend or cancel outstanding commitment docu-
ments to the extent they have not been utilized through
irrevocable commitments to third parties or otherwise,
giving prompt notice thereof to the Borrower;

(2) decline to issue additional commitment documents
or to make disbursements other than under existing ones;
and .

(3) at A.I.D.'s expense, direct that title to goods
financed under the Loan be transferred to A.I.D. if the
goods are from a source outside Borrower's country, are
in a deliverable state and have not been offloaded in
ports of entry of Borrower's country. Any disbursement
made under the Loan with respect to such transferred
goods will be deducted from Principal.

SECTION D.4. Cancellation by A.I.L. If, within sixty (60)
days from the date of any suspension of disbursements pursuant to
Section D.3, the cause or causes thereof have not been corrected,
A.1.D. may cancel any part of the Loan that is not then disbursed
or irrevocably committed to third parties.

)
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SECTION D.5. Continued Effectiveness of Agreement. Not-
withstanding any cancellation, suspension O sbursements, or
acceleration of repayment, the provisions of this Agreement will

continue in effect until the payment in full of all Principal
and accrued interest hereunder.

.SECTION D.6. Refunds

(a) In the case of any disbursement which is not sup-
ported 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.I1.D., notwithstanding
the availability or exercise of any other remedies provided
for under this Agreement, may require the Borrower ta refund
the amount of such disbursement in United States Dollars to
A.I.D. within sixty (60) days after receipt of a request
therefor. The right to require such a refund of a disburse-
ment will continue, notwithstanding any other provision of
this Agreement, for three (3) years from the date of the
last disbursement under this Agreement.

(b)
(1) any refund under the preceding subsection, or

(2) any refund to A.I.D. from a contractor, supplier,
bank, or other third party with respect to goods or
services financed under the Loan, which refund relates
to an unreasonable price for or erroneous invoicing of
goods or services, or to goods that did not conform tc
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 the
installments of Principal in the inverse order of their
maturity and the amount of the Loan reduced by the
amount of such remainder.

SECTION D.7. Nonwaiver of Remedies. No delay in exercising
any right or remedy accruing to a rarty in connection with its
financing under *his Agreement will be construed as a waiver of
such right or remedy.



