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A.T.D. PROECT. NO, 498:0249(1),

'PROJECT GRANT AGREEMENT.
Dated: _August .29, 1979

;Betwlen tho REPUBLIC OF INDONESIA ("Grantce") Acting through
the DIRECTOR GENERAL OF POWER, MINISTRY OF MINES AND nrmncv aﬁd
‘the UNITED STATES OF AMERICA, acting through thg msm_rm:
INTERNATIONAL DEVELOPMENT ("A.X.D."),

,Arttcle 1. The Agreement
The purpose of this Agreement 1s to set out:the understandings

.df the parties named above (“Parties") with reaspect to the under=-
tnking 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,%., Definition of frogec . The igrojec:,‘*‘uﬂiéi{
is Phase One of a contemplated two phase progrcm; 1s'£§t§hatf
described in Annex 1 and will consist of activities, 1ne1ud1né
technicel assistance and training, cesigned to enbance Indonesisn
vnderatanding of the role of energy in the development process and M
to strengthen the capabilities of the Indonesicn Govetnmnnt in
energy planning. “

Amnex 1, sttached, which forms & part of this Agreement,

further defines the objectives and elements of the Project.



‘Huhtn tho n-u- of the ubwo d-!lnttton of t.lu Ptojecc.
uplcn of zho Ptoject. ducrlbad,-;in Anmx 1 uy be ch.nged by
‘ ,\u'i.tton agreament of cho authortud topunnuuvu of the
‘l'arttea named in section 8 2. vtthoul: formel mndunt of t:hh

Agresment,

Article 3. Finame |
| SECTION 3,1. The G“n, o 'ro uun: thc cunue to mest
the coste of carrying out the rtoject. A.I.D,, pursuant to tbc
'l:ouign Assistance Act of 1961, ss amended, sgrees to grant the
Crantes undex the terms of the Agresment mot to exceed Six Hundred
Thousand United States Dollars ($600,000) ("'Grant").

The Grant may bo used to finance foreign exchange costs,
ar defined in Section 6,1 of goods and services required for
the Project, |

SECTION 3.2, antee Resources for the Project

(a) The Grantee agrees to provide or cause to be provtdgﬂ
for the Project all funds, in addition to the Graut, and all }'
other resources required to carry out the Project of!ecttv'ojly“nd
in & tisely manner.

(b) The zesources provided by Grantee for the Project
vill be not less than the equivalent of Two Hundred Pifty Thousand
United States Dollars ($250,000), including costs borne on an
"in~-kind" basis.



BIC‘HON 3, 3. _'oneet Assistance Completion Date
(n) 'nu "Project Ataistance Completion Date" (PACD), which

\u Decnbor 31. 1980. or such other date as the Parties may agree
t‘o"; 1n y::l.t:i.ng. is the date by which the Parties mitually consider that sll
services financed under: this Grant will have been performed. .

| (b) Except as A,I1,D, may othervise agree in writing, A,L,D,
will not issue or approve docunnuuoﬁ which would suthorize
dtnburnhont of the Grant for sexvices perfoimed subsequent to
the PACD,

(c) Requests for disbursement, accompanied by necessary
supporting documentation prescribed in Froject Implementation
u'tton are to be received by A.I.D, or any bank described in
Section 7,1 no leter than nine (9) muuths following the PACD, o.r
such other period, as A.1,D. sgrees to in writing. A.l.D., giving
notice in writing to the Grantse, may at any time or times reduce |
the asount of the Grant by all or any part thereof for which
requests for disbursement, accompanied by necessary supporting
décuunutlon prescribed in Project Implemsntation Letters, wers

not received before the expiration of said period.

Article 4. Conditions Precedent to Disbursement
SECTION 4.1, First Disbursement., Prior to the first -
disbursement under the Grent, or to the issuance by A,I1,D, of

documentation pursuant to vhich disbursement will be made, the

A\



.

;_lcuntn vul. except as the Parties may otharwise agree in
.‘,Iltttng. furnish to A.I.D, in form and subatance satisfactory
to A, I.D.. e statement of the nams of the person holding or
actin; in the office of the Grantes specified iu Section 8, 2 |
M_Qf any additional represaantatives, together with a specimen |
llﬁcturo of each person specified in such statement,

SECTION 4.2, MNotification. When A,L,D. has deturmined
that the condition precedent specified in Ssctiom 4.1 has been
mat, it will promptly motify the Grantee,

SECTION 4.3, Terminal Dates for Conditions precedent

If the condition specified in Section 4.1 has not been met
within 90 days from the date of this Agreement, OF such later
date as A.I.D, mey sgree to in writing, A.I.D., at its opt.ton.

may terminate this Agreement by written notice to Grantes,

Article 5, §pecial Covenants
SECTION 5.1. Project Evaluation, The Parties sgree that

at the end of the first six wonths, and following completion of
iwplementation of the Project, ond evalustion will be cpnducf.od
of the Project which shall include: .

(s) evalustion of the progress made toward the attainment

of the Project objectives;
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(b) the identification and evaluation of problem areas
~ or constraints which may inhibit euch attaimment;
(c) an asseasment of how such information may be uscd
to help overcome such problems; and

(d) a summary of the preliminaxy conclusions resched,

Article 8, Procurement Source

SECTION 6.1, Poreign Exchange Costs. Disbursenencs
pursuant to Section 7,1 will be used exclusively to ftmc the
costs of goods and sexrvices required for the Project having their .
source and origin in the United States ("Foreign Exchange Costs"),
except a8 A.1.D, may otherwise agree in writing, and axcept n.a
provided in the Project Grant Standard Provisions Annex, Section

C.1(b) with respect to warine insurance,

Article 7, Disbursements

SECTION 7.1, Disbuxsement for Foreign Exchange Costs
(a) After satisfaction of the conditions precedent, ths

Crantee may obtain disbursement of fundes under the Grant for the
Foreign Exchange Costs of Goods or services required for the Project
in accordance with the terms of this Agreement, by such of the
following methods as msy be mutually agreed upon:

1. by submitting to A,1.D. with necessary supporting

docupentation as presented in Project Implemantation
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Letters, (A) rc&ueo.to for tatnbunmnf for lueh gdodl
or services, or (B) requests for A,L.D. to procute
coumodities or sexvices on Grantee's behelf for the Project;
2. by requesting A,I,D, to issue Letters of Commitment
for specitied amounts (A) to oms or more U,S, banks, |
satisfactory to A.I,D,, committing A.I.D, to reimburse
such bank or banks for payments wmade by them to

to contractors or suppliers, under Letters of Credit

or otherwise, 'tor such goods or services, or (B) direct-
1y to one or wore contractors or auppliurs, committing |
A.1.D, to pay such contractors or suppliers for such
goods or services,

(b) EBanking charges incurred by Grant2e in comnaction with
Letters of Commituwent and Letters of Credit will be financed undar
the Grent unless Grantee instructs A,I.,D, to the contrery, ‘Sucl'x
other charges as the Parties may agres to may also be financed
under the Grant,

SECTION 7.2, Other Forms of Disburgement, Disburssment
of the Grant may also be made through such other means ss the
Parties may agree in writing,

SECTION 7.3. Rate of Exchange., If funds provided under
the Grant are introduced into Indonasia by A.I,D, or any public. or
private agency for purposes of carrying out obligations of A.I,D.,
hereunder, the Grantee will wake such arrangements as way be unscessacy
80 that such funds may be converted into curvency of Indonesia at the
highest rate of exchange which, at the tims the convérsion is mads, 1s

not unlavful in Indonesia,



;w§§t1¢10 8}, Hiuccllénéous
ESBCTION 8,1. Cosmunications, Any nptice, request, docuuwnt.
or other commnication submitted by either Party to the other uuder
‘this Agreement will be in writing or by telegram or cakte, and will
bojaeaned duly given or sent when delivered to such party a;_;hr |
-following addresses:
To the Crantee: Director Cencral of Power
‘ Departuent of Mines and Ennrgy
Jalarta, Indonesia
To;i.l.ﬁki : Director
S United States Agency for Internlcional Davelopunnt
| Jakarta, Indonesia ’ : S
All such communications will be in Engilsh, un!esp]thd‘?brt;ea
*otherwi;eiqgreo in writing, Other addreasesvmnykﬁe cubititutad :
for the above upon giving of notice,

S8ECTION 8.2, Répresencativea. For all purposes relevint to

this Agreement, the Grantee will be xepresented by the fndividual
holding or acting in the office of the Director General

of Power, Ministry of Mines and Energy, and A,ID,

will be represented by the individual holding or acting in the
Office of Mlssion Directur, USAID Mission to Indonesia, each of whom,
b} written notice, may designate additional represuntatives for all
Yéurposes other than exorcising the power under Section 2,1 to

revise elements of the Project Description in Annex 1, The nawmes

of the ropresentatives of the Grantee with specimen signatures, will
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be prwldcd to 4.1,0,, ‘Meh uy nccept as duly .uthorlud any
luttuuntl oigud by -uch ropuunutivu 1n mplmnuti.on of

this Azncunt., until receipt of written notice of ravocation

of this authority.

~ SECTION 8,3. Standard Proyisions Amnex, A “Project Grent
Stenderd Provisions Annex” (Annsx 2) is attechel to and forms
part of this Agreement,

IN WITNESS WHEREOF, the grantes and the United Stetes of
America, each acting through its duly nuehdr:l.zod representative(s),
have ceused this Agreement to be sigued in their names and delivered

as of tha day end year first sbove written.

or INDONBSIA UNITED STATES OF AMERICA

oBY: - wdba. mc.al\’“vr”

Dras. Soogar igir. Thomas C. Niblock
Socntat eral Director
Ministry of Minec and Energy USAID/Indonesia
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'ENERGY NNING FOR DEVELOPME

I. Purpose

The achievement of an adequate rate of economic growth in Indonesis
zequires tha use of increasing amounts of enexgy. In particular,
higher productivity and incomes for pecple in the rurel aress, where
approximately 80% of Indonesia‘s 136 million people live, depends
critically on the expanded availability of both renevable and noun-
vecewable energy supplias. Yet Indonesia is rapidly depleting its
oil and firewood resources to meet the growing demandc of population
growth and agricultural and industrial development., This process may
limit Indonesia's future foreign exchange revenues for development

as well as pose serious environmental problems from deforestation.

Repelita III (Five Yesr Development Plen II1) projects a doubling

of commzrcisl energy consumption by the end of the plan period,

To meet this anticipated demand while ensuring & contiruous contrie
bution of energy exports to the balance of payments and public revenues,
the Plan calls for (1) accelerated expleration of comventionsl enexgy
sources, especially oil and gas; (2) enhanced comservation of otl
resources and a shift in the present pattern of consumption to a more
balanced one} and (3) intensified reseerch, developmsnt, and utilizstion
of renswable ard non-conventional energy technologiesn, '

The plenning and implementation of programs to further tha above ob~
iectives necessitate a detafled understanding of tho energy implications
of developnent trande and programs as well as the social, economic,

end env’ ‘onmental consequences of dnorgy pricing, tochnology and
resouxce developmunt optione, The purpose of this activity is to
contribute to this understanding end to cnhance the capabilities of
Indonssian pianners to analyze the role of energy in development, and

to chart a vell-reasoned national energy program.

11, §cops of Work

The total activity as presently contemplated consists of two phases,
Current funding covexs only Phase One activities, to be completed over
8 12 sonth period, At the end of Phase One, the two governments will
agres on how to proceed with Phase II, Current plans are to incorporate
Phase II activities inte en energy coopsration project expscted to be
daveluped as a result of rhase I activities,

L\



Phase T

A. Analysis of current and projected uses of and need for both
commercial and non-commercial energy in relatio: to the nstional,
social and economic developuent programs amnd to various :..rvo-
economic assumptions, This projection will also be basc.. um the
availability of alternative energy resources and their reasonable
exploitation in the coming years. :

B. Assessment of technologies currently or potenticlly available
for exploitation of the available energy resources, including their
capital, material und human resources requirements,

Phasge 11

C. An examination of alternative ways of matching supply/meed and
projected demsnd and an analysis of the consequences of these
alternatives in temms of economic, social and otl:c rosts in
relationship to national, social and economic deveii:ment programs
end the various directions such programs could take.

D, The cxamination and formulation of alternative financing schemes
for the exploration, exploitation and development of indigenocus
energy resources acceptable for consideration by international
institutions,

This activity is predicated on a free exchange of information between

the two povernments on energy supply and productivity, methods of
analysing such data, state of the art of technologles for identification,
extractlon, transportacion, conversion and usc of energy rcsources, and the
planning and systems analysis techniques that may be applied.

I1Y, Main Subactivities of Vhaese 1

Subactivicy #1: Demand Analysis and Technology Asseasment

The Director General of lPower will conduct and conmission studies on
the currcut end projected uses of and nced for both commercial and
non~commercial energy in relation to national social and economic
programs and Lo various macro-cconomic assumptions,

The first step will involve a review of existing data and studies on
houseliold, sgricultuzral, transportation, and industrial sector consump~
tion and an identification of the key economic sectors and subsectors in
Repeiita III, Energy use in a number of subsectors will be investigated,

.



Prime sreas of emphasis will be the export crop sector, iirigation,
agricultural processing induastries, indugtries that sre labor
intensive and fulfill bssic human needs (e.g. textiles, low-cost
building materials, pharmeccuticals) and non-agricultural subsectors
in rursl sreas (e.g, light manufacturing, construction, transpatationm,
end services), The Directorate will analyze or contract studies with
individuale or institutions on the cnergy use in each subsector, The
studies will focus on the following questions: '

== Row much energy is used?

~= In what form is it used?

=« When i{s it used?

== By whom is {t used?

== What degree of dependability is requirxed?

~= What ts the efficiency of the conversion/end-use?

== What is the energy cost component of the overall proceas?
== What is the primary source of energy?

An estimate of future growth in these subsectors will be made and a pro~
Jection of future energy needs calculated, These estimated and projec-
tions will finally be incorporated into an overall demand analysis using
several alternative macroeconomic models,

Important energy/development issues related to demand will also be
examined -- for example,

1, the impact of incveasing domestic petroleum prices on thé level
and pattern of energy consumption;

2. the implications of urbanization patterns for ener;y demands;

3, the relationship betwaen electrification and rural {icoms and
productivity;

4, the environmental consequences of increasing firewood use,

Based on the demand and issues analyais, the Directorate General will
perform or contract for several atudies to assess technologies cuttently or
potentially svailable for expleiting indigenous energy resources,

including their capital, maturial e.«d hummresource requirements,

Existing ensrgy resource dats will be reviewed to the extent required

in analysing future energy needs and asseusing alternative energy technoe
logies. '

The technology assessments will be performed with respect to specific

rural and industrial/commercial spplications e.g. irrigation pumpdng,
hot water for hotels, and industrisl process heat, Individual technologies,

\2



espacially geothermal, solar, biomass, wind, hydro, and cosl will be

exsmined using such criteria as costs, benefits, system efficiency, energy -
delivered, system characteristics, social compatibility, environmental
constraints. One or more analyses will examine the potential for widespread
substitution and introduction of promising altexnatives between now and 2,000,

In sum, this subactivity will produce two msjor reports: one on current
and projected energy demand and one on uses, impacts and potential of
fndtvidusl technologies for meeting specific energy needs,

One long-term and six short-term foraign consultants will be provided under
the grant to help in the demand analysis and technology assessmentis,.

The long-term consultant should be an energy planning speciaiist familiar
vith economatric and energy forscasting models, This person will be
assigned to Jakarta for one year, with a likely extcnsion for another year
if Phase IX of the activity is pursued, This consultant will coordinate
the provision of short-term consultants for subactivities one and two,
vill assist the Mission in overall project mansgement, and contribute to
the substantive analyses. :

The six short-term consultants will travel to Jakarta for approximately
two months each. They should have the following uxpertise:

1., Rursl Energy Specialist

2. Urban/Regional Energy Planncr
3. Conal Technology Specialist

4. liydro/Geothermal Specialist
5. Blomass Converaion Specialist
6. Solar/Wind Energy Spccialist

Bubactivity #2: Pilot Surveys of Firewood/Kerosene Use

This subactivity will develop and test an approsch to surveying firewood
and kerosene use and the relationship between them. No relisble surveys
of firewood and kerosene use in Indonesia currently exist, Improved
informat{cn is vital since nou-commerc’al energy may accouant for as much
@8 52% of total energy consumption in Indonesia. Resources do not parsit
& cozprehensive survey of Indonesia as part of this project, but piloc
surveys cen provide Indonesian institutions with exporience that can thenm
be used for zn expanded analysis, ‘

The Institute of Agriculturs at Bogor (IPB) and the Fo:est Product
Research Institute (LPHH) have conducted limited studies of the problem
on Java. No studies have been done outside Java, although the AID Mission
in Indoneeis is beginning some work in Lombok, The activity will develop

B



a cooperative effort among these and other imstitutions in Java and

outside Java. A survey design will be developed that will b tested

by & number of institutions. The curveys will develop inforwction on
congurption of EFirewood and kerosene in sclected villages and towns as
well as on vorfations in energy use between villages in different r¢yions
and in different settings (e.g. close to the forests, agricultural arees,
fishing villages). IPB appears to be the best institution for coordinating
this effort and serving as the central link to the Ministry,

The Dircctorate General has funds for the pilot surveys and prezent plans ave
to provide the eguivalent of about $10-20,000 to each of seven institutions:
IPB, LPlll, Cadjeh Mads Univercity, Institute of Technology at Surabaya,
lasanuddin University, North Sumatra University, amd IT'B, This activity
will fit {n well with plans of the UNDP and World Bank to establish
environmenzal centexs at liasenuddin University and North Sumatra University,

A feveign consultant will be provided for two one~month e-.ignmants to
assist in the design of the survey spproach aund in the analysis of the data,

Subactivity #3: Short-Term Training

This activity will strengthen the energy planning skill.s of the stalf
in the Office of the Director Gemernl of Power or othes

relevant offices or egencies, and serve to lmprove the ara!.:ls in sub-
sctivity 71, It 4s important to develop and Indonesian capability to
cerry out similar analyses in the future without relying on foreign von-
sulteuts, ‘The grant will provide for 30 person months of education aund
futernships for Indonesiens at U,3, inatitutions aud laboratories (e.g.
Brovkhaven National Laboratory or Solar Fnergy Research Ins: :vute),

It will support Diroctorste General staff travel to overseas svwinars,

conferences, technology demonstration projects and energy plannlng institucions

that are directly relevant to tho unalyses and assessments in subactivities
#1 and #2,

Since the format and snslytical approaches used to collect and analyze
energy data are so importent to the policy conclusions reeched, and in-
couatry wovkshop will bs held on energy balances and the role and methods
of snexgy forecasting. A limited number of foreign experts will be
brought in for this workshop,

AID will work with DOE in developing the plans for the training and
workshop, '



‘Subactivity #4: Design and Development of an Energy Information System

As suxrveys and analyces =~ such as those supported by this nrojoct -

develop information on the energy system in Indonesie, it - important

that these data are orgenized and stored in a format that is us.: ...l for

policy planning and is readily accessible, The Director Genersl of

Power has been ussigned this central energy information function and

a computer-based aystem is planned, A variety of approache.: to constructing

energy balances and storing energy flow data, e,g. the Brookhaven

Reference Energy System, are available. This subactivity provides for
ammmeer®on consultant to assist in assessiug altevnstive desigus tor the

information system and in getting the system selected started,

(Included is also a provision for Indonesian staff travel to U,S, emergy

information centers). A PASA will be negotisted with DOE for the

provision of an energy dsta/computer information sysiems .: - :rt for

a period of four months to asaist in the design of the emneryy futormacion

system,

1V, Implementation Plan

A. GOI Mansgement and Coordination: The Ministry of Mines and Energy,
specifically the Director General of Power, will be¢ responsible for
managing the assessment, The Technical Committee on Energy Resources.
will serve to coordinate the participation of other GOI Ministries in
the sseeesment. The current members of the Technical Comnittee are
lie¢ted in Attachment A to this Annex 1,

B. Coordinating Institutiuns; AID will contract with a non-governmental
inatitution thet will be reeponsible for implementing AID assistance for
subactivities #% and #2, ‘the institution will arrange for the chusultants
in these subasctivicios, AID/W, USA1D/Indonesia and the Director General
of Power will approva all consultants,

C. Participating Indonesian {nstitutions: A number of Indonésian
institutions will be involved in the sssessment, The following insti-
tutions will provide information and conduct analysis as part of sub-
ectivity #1: Pertamina, PLN (State Electric Couwpany), ITB (Institute of
Technology at Bandung), IPB (Institute of Agriculture at Bogor), and
Gadjsh Mada University. The pilot surveys in subactivity #2 will be
implemented by the Tustitute of Agriculture at Bogor, Surchaya Institute
of Technology, North Sumatra University, Hasanuddin Unive:sity, the Forest
Product Research Institute, Gadjah Made University, and the Institute

of Technology at Bandung (ITB),




D. USAID and other USG: A USAID project committee hav been appointed
to monitor the assessment. 1In addition, ASIA/TR in AID/Washington, D.C.
vill chair a subgroup that will gerve to provide information to the other
agencies on the progress of tho assessment and to discuss support
Tequirements. ASYA/TR will be actively involved in the analyses and
subsequant project development (due to the workload of the USAID Miasicn
officexrs and the origins of the activity as a Washington, interagency
initiative resulting from Vice President Mondale's visit to the region),
ragortrirg to the ASIA Bureau and to the USAYD/Indonesia Science and
echnology Advisor, who will act as the overall field project manager,
This role will vequire at least two TDY trips by ASIA/TR otaff during
the year, or possible secondment of personnel,

Arrangements for training of Ministry staff under subactivity #3 will be
handled by the Miszion and the AID/W Training Office.

A PASA/RSSA will be completed with DOE for the provision of an energy
information system spacialist under subactivity #4 and for DOE services in
arranging for an in-country workshop cn energy data and forecasting.

E. Procurement: Contracts for technical assistance are expected to be
signed directly by AID, on behalf of and with the concurrence of the GOI.,
Contractual agreements with cooperating Indonesian institutions such as
the Hasanuddin Univeraity and the Institute of Technology at Bandung,

ara to be arranged end signed by the Government of Indonesis, with USAID
concurrence.,

P. Scheduls:

«= Grant Authorized by AI1D/W August 1979
== Agreement signed with Indonesis 1An§ul¢f1979;3
== Selection of Coordinating Inotttuttdni‘ S cg?*{'Q
Begins 0ctb§qt‘}979'
== PASA Negotisted with DOF :’06§§‘§f i;79
«= Initisl Conditions Met " - : Oﬁﬁob‘r 1979
== Coordinating Contract Signed December 1979
e+ Long-Term Consultant on Board January 1980 -
-= Assessment Begins January 1980

<= Phace I Ends Deceaber 1980



G, 'Evaluation and Publication of Reports: Since emergy asscasments
8re & new area for AlD, it is {mporcant that careful evaluations v: the
project are made, both as to the process aud as to the substantive cun-
clusions of the analyses. The Director General of Power with assistaunce
from the long-term consultant, will be responsible for preparing a brief
evaluation of the project at the end of six months end a full summary
report at the completion of the first Phase. In addition, a joint

GOL-AID evaluation of Phase One will be made as u basis for discucsing
Fhasc 1T activities.

Studies prepared ae part of Subactivity #1 and #2 and procccdlings of
workshops in Subactivity #3 will be printed in Indomesian and English
and released to the public es wutually agreed,
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Attachaent A to Agnex

MEMBERS OF TECHNICAY, COMMITTEE OF ENERGY RESOURCES
Ir. Hijarso Director General of Oil and Gas,
Lt Ministry of Mines and Energy, as Chairman

Pié!.nr; Sdﬁnﬁn_ﬁamndikun Director Gemeral of ..wer
SR R Ministry of Mines and Bnergy, ac Vica (J: ‘alrman:

Dt. A, Arismunandar - Directorate General of Power
e T Ministry of Mines and Energy, as Seccetary

as Vice Sccretary

“¥:It{;8§33éﬁé@1,}f;fi | Research Center for Electric Powe: gPLﬂ),

ﬂfifﬁ‘N@i@]éﬁp'ugtodihatdjo Directorate General of Water Reooutces nevelopuen:

Ministry of Public Works

Ir, Ch, Situmorang Ministry of Mines and Energy

it. Boémharjono Directorate General of Oil and Gal,

L o : Miaistry of Mines and Energy -
pf;_John'SItumeang | N Ministry of Public Works

‘ir;}ﬂhrtnuto ' Director General for BRasic chemicnl Induntrien,
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Project Grant Standard

Provlsions Annex

Dq{initinn;; As used in this Annex, the "Agreument” refers to the.
FK Ject Grant Agreement to ~.ich 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 Grantee in the implementation of the Project, A.1.D., from
time to time, wil} issue Project Implementation Letters that will
furnish acditional information about matters stated in this Agreement.
The parties may also use jointly agreed-upon Project Implementation
Lletters to confirm and vecord their mutual understanding on aspects
of the lnplementation of this Agreement, Project Implementation
Letters will not be used to amend ?he text of the Agreement, but can
be used to record revisions or exceptions which are permitted by the
Aqreement, including the revision of elements of the amplified
description of the Project in Annex 1.

Article B: General Covenants

SECYION B.1. Consultation, The Partfes wiil cooparate to assure
that the purpose of this Agrecment 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 obligations under this
Ayreement, the performance of any cunsultunts, contractors, or
:upgllers engayud on the Project. and other matters rulating to the

roject,

SECTION B.2. [xecution of Project. The Grantee will:

{a) carry out the Project or cause it to be carried out with
due diltgence and efficiency, tn conformity with sound technical,
financfal, and management practices, and in conformity with those
documents, plans, specifications, contracts, schedules or other
arrangements, and with any modifications therein, approved by A.1.0.
pursuant to this Agreement; and

(b} provide qualified and experienced managesent for, and
train such staff as may be appropriate for the maintenance and
operation of the Project, and, as applicable for coutinuing
activities, cause the Project to be operated and maintatned in Such
manner as to assure the continuing and successful dchievesuent of
the purposes of the Project.

L~



Article B: General Covenants (Cuntinued)

SECTION 8.3, Uti}ization of Goods and Services.

; (a) Any resources financed under the Grant will, unless other~

“wise 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 Grant, except as
A.1.0. 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.l.D. Geo-

graphic Code Book as in effect at the time of suc: use. [See HB 18.] -

SECTION B.4. Taxation.

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

{(b) To the extent that (1) any contractor, including any con-
sulting firm, any personnel of such contractor financed under the
Grant, - any property ov transaction relating to such contracts
and {2) any conmodity procurewent transaction financed under the
Grant, are not exempl from fdentifiable 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 lmplementation Letters, pay or reimburse the
sam¢ wilh funds other then those provided under the Grant,

SCCTION B.5. Reports, Records, Inspections, Pudit.
The Grantee will:

(a) furnish A.1.D. such information and reports relating to
the Project and to this Agreemant as A.1.D. moy raasonably request;

(b) matntain or cause to be maintained, in accordance with
generally accepted accounting principles and practices consistently
applied, books and records relating to the Project and to this
Agreement, adequate to st w, without limitation, the receipt and
use of goads and s vices acquired under the Grant. Such bouks
and records will be audited regularly, in accordance with generaily
accepted auditing standards, and maintained for thrae years after
the date of last disbursement by A.1.D.; such books and records will
also be sdequate to show the nature and extent of solicitations of
prospective suppl  's of goods and services acquired, the basis of
award of contract:. snd orders, and the overall prcgress of the
Project toward completi~n; and
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Article B: General Covenants (Continued)

© {c) afford authorized representatives of a. Paity the opportunity |

at all reasonable times to inspect the Project, the utilizacion of
quols and services .financed by such Party, and books, records, and
other documents relating to the Project and the Grant.

SECTION B.6. Completeness of Information. The Grants ¢ confims:

(a) that the facts and circumstances of which it has informed
A.1.0., or cause A.1.D. to he informed, in the cou: .« of reaching
© agreement with A.1.0, on the Grant, are accurate and complete, and
include all facts and circumstances that might materially affect
the Project and the discharge of responsibilities under this
Ayreement ; .

{b) that 1t will inform A.1.D. in timely fashion of any sub-
sequent tacts and circumstances that might waterially affect, or
that it is reasonable to believe might so affect, the Project or
the discharge ol vesponsibilities under this Agreenient., .

SECYION B.7. uther I'iyments. Grantee affirms that no payments
have been or will be received by any official of the Gruntee in
connection with the procurcment of goods or services financed under
the Grant, excepts fers, taxes, or similar payments legally established
in the country of the Grantee, .

SECTION B.8, Information and Marking. The Grantee will give
appropriste publicity to the Grant and the Project as 4 program to
which the tinited States has contributed, identify the Project site,
and mark gouds flnanced by A.1.D., as described in Project Imple-
mentation Letters.

~Article € Frocurement Provisions
SECTION C.1. Sj.cial Rules,
~ {a) The source and origin of ocean and air shipping will be

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

‘h) Premiums for marine insurance placed in the territory of
the * vantee will he deennd an eligible Foreign Exchange Cost, if
othes .1se eligihle under Section C.7({a).

{c) Any motor vehicles financed under the Grant will be of
United States manufarture, except as A.1.D, may otherwise agree
- in writing,




'A;tic1¢fc:“?rocuremont Provisions (Continued)

(d) Transgortation by air, financed under the Grant, vi property
or persons, will be on carriers holding United States certification,
to the extent service by such carriers is available. Detaflis on this
requirement will be described in a Project Implementation Letter,

SECTION C.2. EVigibility Date. No goods oF services may be
financed under the Grant which are procured pursuant to orders or
contracts firmiy placed or entered into prior to ‘.e date of this
Agreement, except ..; the Parties may ot@qrwise agree in writing.

......

for there to Le mutual agreement on the following matters, and except
as the Parties may otherwise agree in writing:

SECTION C.3. Plans, Specifications, and Contracts. In order

(a) The Grantee will furnich to A.1.0, upon preparation.'

(1) any plons, specifications, procurement or construction
schedules, contracts, or other documentation relating to goods or
services to be financed under the Grant, including documentation
relating to the prequalification and selection of contractors and to
the solicitation of bids and proposals. Material modifications in
such documentation will likewise by furnished A.1.D. on preparation;

{2) such documentation will also be furnished to A1.D.,
upon preparation, relating to any goods or services, which, though
not financed under the Grant, are deemed by A.1.D. to he of major
fmportance to the Project, Aspects of the Project involving matters
under this subsection (a){2) will be fdentified in Project Imple-
mentation Letters;

(b) Documents related to the prequalification of contractors,
and to the solicitation of bids or propusals for goods and services
financed under the Grant will be approved by A.1.0. in writing prior
to their issuance, and their terms will tnclude United States
standards and we iurements;

{c) Contracts and contractors financed undur the Grant for
engineering and other professional services, for construction serv-
fces, and for such other services, equipment or materiails as muy be
specitied in Project Implementation Letters, will be approved hy
A.1.0. in writing prior to ~xecution of the contract. Material
modifications in such contracts will also be approved in wreiting
by A.1.D. prior to execution; and




~“Article C: Procurement Provisions (Luntinued)

, (d) Consulting firms used by the Grantee for the Project but

‘not financed under the Grant, the scope of their services and suvch
of thelr personnel assiyned to the Project as A.1.0D. may specify,
and construction contractors used by the Grantee for the Project dut
not financed under the Grant, shall be acceptable to A.1.D.

SECTION C.4. Reasonable Price. No more than-reasonable prices
will be paid for any quods or services financed, in whole or in part,
under the Grant. Such ftems will be procured on a fair and, to. the
maximum extent practicable, on a competitive basis.

SECTIGN C.5. MNotffication to Potential Suppliers. To permit
all United States Firms to have the opportunity to participate in
furnishing goods and services to be financed under the Grant, the
Grantee will furnish A.1.D. such information with regard thereto,
:nd at such times, as A.1.D. may request fn Project Implementation

etters.

SCCTION C.6. Shipping.

(a) Goods which are to be transported to the territory of the
Grantee may not be financed under the Gyunt §f transported efther:
(1) on an ocean vessel or aircraft under the flag of a country which
s not tacluded 1n A.1.0. Geographic Code 935 as In effect at the
time of shipment, or (2) on an ocean vessel which A.1.0., by written
notice to the Grantee has designated as ineligible; or (3) under an
ocean or atr charter which has not recetved prior A.1.D. approval.

(b} Costs of ocean or air transportation (of goods or persors)
and related delivery services may not be financed under the Grant,
if such gnods or persons are carried: {1) on an ocean vessel under
the flag of a country not, at the time of shipment, {dentified
under the paragraph of the Agreement entitled “Procurenent Souyrce:
Forefgn Exchange Costs," without prior written A.1.0, approvel; or
{2) on an ocuan vessel which A.1.D., by written notice to the
Grantee, has designated as ineligible: or (3) under an ocaan vesse)
or air charter which has not received prior A.1.D. approval,

(c) Unless A.1.D. determines that privately owned 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 for dry bulk
carriers, dry cargo liners and tankers) financed by A.1.D. which
may be transported on ocean vessels will be transported on
privately owned United States-flag comercial vessels, and (2) at
least fifty percent (501) of the gro's freight revenue generated by




Article C: Procurement Provisions (Continued)

all shipments financed by A.1.D. and transported to the territory of
the lirantee on dry cargo liners shall be paid to or fur the benefit

of privately owned United States-flag comuercial vessels. ..umpliance

with the requirements of (1) and (2) of this subsection must be
achieved with respect to both any cargo transported from U.S, ports
and any cargo transported from non-U.S. ports, computed separately.

SECTION. C.7. Insurance.

(a) Marine insurance on goods tinancud by A.1.D. which are to
be transpui led to the territory of the Grantee may be financed as
a Foreign Exchange Cost under this Agrecment provided (1) such
insurance 1s placed at the lowest available competitive rate, aud
(2) claims thereunder are payable 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,
reguldation, or practice discriminates with respect to A LLD.-
financed procurement against any marine insurance comnany authorized
to do bysiness in any Stdte of the United States, then all yoods
shipped to the territory of the Grantee finunced by A 7.D, hereunder
will be insured against marine risks and such insuronce will be
placed in the United States with a compuny or conpanies authorized
to do a marine insurance business in a Stute of the United States.

(b) Except as A.1.D. may otherwise agrree in writing, the
Grantee will insure, or cause to be {nsured, goods financed under
the Grant inported for the Project aguinst risks incident to their
transit to the point of their use in the Project; such insurance
will be 1ssued on terms and conditions cunsistent with sound come
mercial practice and will insure the full value of the gouds. Any
indemnification received by the Granive under such insurance will
be used to replace or repair any materfal damage or any loss of the
goods insured or will be used to reimburse tne Grentee for the
replacemant or wrepatr of such goods. Any such ceplacuments wily be
of source and origin of countries listed in A.1.D. Geuyraphic Code
935 as in effect at the time of replacement, and, except as the
Parties inay agree in writing, will be othurwise subject to the
provisions of the Agreciment,

SECTION C.B8. U.S. Government-Owned Excucs Property. The Grantee

agrees thai wherevar practicable Unfted Stutes Govermment-owned
excess personal property, in lieu of new 1tums financud under the
Grant, shouid be utilized. Funds under Lhe Grant inay be used to
finance the costs of obtaining such property for the Iroject.




“Article 0: Termination; Remedies.

SCCTION D.1. Termination, Efther Party may terminete this Ayeve-
ment by giving the other Party 30 day:. written notice, lermination of
this Agreement will terminate any obligations uf the Parties tu provide
financial or other resources to the Project pursuant t¢ this Agrewinnit,
cxcept for payment which they are committod to nuke pursuant 10 nONCan-
cellable comitments entered into with third partics prive to the
ternination of this A?reanent. In addition, upun such termination
A.1.D. may, at A.1.D,'s expanse, direct that title to yuods financed
under the Grant be transferred to A.I1.D. 1f the yoods are from a Source
outside Grantee's country, are in a delfverable state and have not buen
offloaded in poris of entry of Grantea's cruntry.

SECTION D.2. Refunds.

(a) In the case of any disbursenwnt which is not supported by
valid documentation in actordance with this Ayrcesent, or which is nut
made or used in accordance with this Agrecuent, or vihich wes for guuds
or services not used in accordance with this Ayrevmcnt, A.1.0., not-
withstanding the availability or exercise vt dny uther vemedies unger
this Agreement, may recuive the Grantee to vetund the atwunt of such
disbursefient in U.S. Dellars to A.1.D. within sixty (L0) da,s after
receipt of a request therafor,

(b) 1If the failure of Grantee to couply with any of it obligativns
under this Agreement has th. result thai youd: or services vVinanced
under the Grant are not used effectively in accordance with this Agrey-
ment, A.1.D. may require the Grantee to vetund o1l or any port of the
amount of thie disbursesients under this Ayrecment for such yoods or
services in U.S. Dollars to A.1.D, within sixty doys after receipt of
a request therefor.

(c) The right under subsection (a) or (b) to reire a refund of .
a disbursement will continue, notwithstanding any othur provision of
this Agreement, for three years from the dute of the lusl disbursennt
under this Ayrgement, '

(d) (1) Any refund under subsection (a) or (h), ur (2) any
refund to A,1.D. from a contractor, supplict, bank or other third
party with respect to goods or services financed undur Lhe Grant,
which refund relates to an unreasonable price tor or ceroneuvus favoicing
of goods or services, or to goods that did not conform to specificatiung,
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 dany, will be applied tu
reduce the amount of the Grant.

" S010s Se0 D 409 Sum b} . Wwe
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Article D: Termination; Remedies (Continued)

E (¢) Any interest or other earnings on Grant funds disbursed by A.1.D. to
the Grantee under this Agreemant prior to the authorizud use of such funds fo
the Project will be returned to A,1.D. in U.S. bDollars Ly the Grantee,

SECTION D.3. Nonwaiver of Remedies. No delay in exercising dany right or
renedy accrufng to a Party in connectfon with its financing under this Agrece
ment will be construed as a waiver of such right or remedy.

SECTION D.4. Assignment. The Grantee agrees, upon requ.sit, to execute
an assignment to A.I.D. of any cause of action which nuay accrue to the
Grantee in connection with or arising out of the contractual performance or
breach of performance by a party to a direct U.S. Dollur contract with A.l 3.
xincnced fn whole or in part out of funds granted by A.1.D. under this

grevnes b,
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