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A, I.D. Loan No.e497-U—080
'A.I.D. Project No. 497-0273

PROJECT LOAN AGREEMENT

Dated: AuguSt‘lziQiQB3f

Between
The Republic of Indonesia ("Borrower"):
andq:"“

The united States of America,. . actzng ‘through ‘the’ Agency for - .=
Internatlonal Development (“A I.D"

'Agéieié*i. The Agreement.

o The purpose of th1s Agreement 1s to set out the understandxngs

of ‘the parties named above (“Partles“) wlth respect to the

undertaklng-by the Borrower of the Pro:ect*descr:bed below, and-w:th

respect to the f1nancing of the Project by the Partles.

Article 2.f The Project.

SECTION-Z l. Definition of Pro:ect.» The Project. whlch is

further descr1bed in Annex 1, is de51gned to as51st the Borrower 1n

l

1mprov1ng the plannlng and management 1nformation systems, manpower

development, staff tralnlng and research/and development w1th1n itn
"/ A
'Mlnistry of Health. Annex I, attached, ampllfies the above"u -

def1n1t1on of the Project. :':. Lk I v o
| W1th1n the 11m1ts of the above deflnltion of the Project,:~’
elements of the ampllfled descrlption stated in Annex I may be o
changed by wrltten agreement of the authorlzed representatlves of
the Partles named 1n bectlon 9 2, w1thout formal amendment of thls

Agreement,j



Article 3. Financing.
| SECTION‘3 1. The”Loan. To assist the Borrower to meet the ‘costs

of carrying out the Project, A I .D.. pursuant to the Foreign e
Assistance Act of 1961, as amended, agrees to lend the Borrower
under the terms of this Agreement not - to exceed One Million Four
Hundred and Fi'fty Thousand United States (“U s.") Dollars
’ (Sl 450 000) to support the Project. The aggregate amount of
| disbursements under the Loan 1s referred to as "Principal" |

The Loan may ‘be. used to finance foreign exchange costs, as
defined ‘in Section 7 l.,vand local currency costs, as defined in
Section.7.2,,,of‘goods and services required for the Project.

VSECTION 3'2.; Borrower Resources for the Project.

(a) The Borrower agrees to provide or cause to be prov1ded for
the Progect all funds, in addition to the Loan, and all other
- resources required to carry out the.Pro:ect'effectively.and.inla;'

- timely manner.

'(b) The resources prov1ded by the Borrower for the Pro;ect&will
be not less than the equivalent of u. § S4 200 000, includrnghcosts
borne on an. "1n—k1nd“ ba51s. | | | -

SECTION 3 3. Project Assistance Completion Date.

‘( ) The "Project Assistance Completion Date" (PACD), which is
September 30, 1987, or such other date as the Parties may agree to
in writing, is the date by which the Parties estimate that all
»services financed under the Loan will have been performed and all
goods financed under the Loan will have’ been furnished for ther;

Pro;ect as contemplated in this Agreement,'
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_ (b) Except as A I D.kmay otherwise agree in writing, A I D.-

will not issue or approve documentation which would authorizef”li
disburssment of the Loan for services performed subsequent to the
PACD or for goods furnished for the Pro:ect, as contemplated in this
Agreement, subsequent to the PACD. e

(c) Requests for disbursement, accompanied by necessary
supporting documentation prescribed in Project Implementation
Letters, are to be received by A. I D.Jor any bank described in

Section 8 1°no later than nine (9) months follow1ng the PACD, or~

13
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such other period as A I D. agrees to in writing. After such’ﬂ[.

perioc, A.l. 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 expiration of

said period.

e

Article 4. Loan Terms.

SECTION 4.1l. Interest. The Borrower w111 pay to A I D |
interest which will accrue at the rate of two percent (2%) per annum
for ten (10) years fol‘ow1ng the date of the first disbursement
hereunder and at the rate of three percent (3%) per annum thereafter
on the outstanding balance of Principal and on any due and unpaid
interest. Interest on the outstanding balance w111 accrue from the
date (as defined in Section 8.5. ) of each respective disbursemenc,
and will be payable semiannually. The first payment of interest
will be payable no later than six (6) months after the first

disbursement nereunder, on a date to be specified.by A I.D.
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SECTION:4\2. Repayment. The Borrower will repay to A I. D. the
Principal within forty (40) years from the date of the first
disbursement of the Loan 1n sixty-one (61) approximately equal
semiannual installments of Principal and 1nterest.v The first
installment of Principal will be payable nine and one-half (9-1/2)
Years after the date on which the first 1nterest payment is due in
accordance with Section 4.1. A.I.D. will provxde the Borrower with

an amortization schedule in accordance with thls Section after the

final disbursement under the Loan.

SECTION 4.3. Application, Currency, and Place oijayment;ﬁ;All
payments of interest and Principal hereunder,willkbe madeinidgs.
Dollars and will be applied first to the payment of interest due and
then to the repayment of Principal. Except as A.I.D. mayfotherwise
specify in writing, payments will be made to the Controller, Office
of Financial Management, Agency for International.Development,_
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 interest ‘and any

refunds then due, the Borrower may prepay, without penalty, all or
any part of the Principal. Unless A.1.D. otherwise agrees in
writing, any such prepayment will be applied t.o the 1nstallments of
,Princ1pal 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,van acceleration of the repayment of the Loan in the event

that there is any 51gn1f1cant and continuing improvement in the

1nternal and external economic and financial position and prospects
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of the Republic of Indonesia. which enable ‘the" ‘Borrower’ to repay

the Loan on a shorter schedule.b
(b) Any request by either Party to the other to 80 negotiaie
will be made pursuant to. Section 9. 2, and w1ll give the, name and
address of the person or persons whonwilllrepresent_the requesting '
Party in such negotiations.' o o | | k‘ . |
(c) Within thirty (30) days after delivery of a request to_ff

negotiate.kthe requested Party w1ll communicate to the other.fffmi

: pursuant to Section 9. 2, the name and address: of the person or

persons who will represent the requested Party in such negotiations.

(d) The representatives of the Parties will meet to carry on

AN

negotiations no later than thirty (30) days after delivery of the.

requested Party's communication under subsection (c) The
neyotiations will take place at a location mutually agreed upovnby
the representatives of the Parties, prov1ded that, in.the absence of
mutual agreement, the negotiations will take place at the office .of
borrower's Minister of Finance in ‘the Republic of Indonesia.‘ |

SECTION 4.0. Termination on Full Payment. . Upon payment in full

of the Principal and any accrued interest, this Agreement and all

‘obligations of the Borrower and A. 1.D. under it w1lL cease.

Article 5. Conditions Precedent to Disbursement.‘fi' g

SECTION 5.1. First Disbursement. Prior to the first

'disbursement under the Loan, or to the issuance by A I D of

documentation pursuant to which disbursement w111 be made. the
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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) An opinion of the Minister of Justice of the Borrower that
:fthis Agreement has been duly authorized and/or ratified by, and
executed on behalf of, the Borrower, and that it constitutes a valid

;and legally binding obligation of the Borrower in accordance with

tall of its terms, and ; 1
| (b) A statement of ‘the name of the.person holding or acting in
tne 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. |

. SECTION 5.2. Conditions Precedent to Disbursement for

Management Information Systems Commodities. Prior to disbursement

under the Loan, or to issuance by A.I.D. of documentation pursuant
to which disbursement will be made for management information
systems commodities, the Borrower shall, except as A.I.D. may
otherwise agree in writing, furnish in’ form and substance
satisfactory to A.I. D.. (a) a Ministry implementation plan for
Management Information System development, with resource _:fvf:
requirements identified and set aside to meet the plan~ and (b)
evidence that a position,.or unit, has been Created within the
Ministry organization with official rebponSlblllty for the | |
management of MIS development ‘and this position filled by person(s)
whose major function is«the'management of this MIS development
process and with the‘necessary authority to do so.

SECTION 5.3. Notification. When A I. D has determined that the

conditions precedent specified in Section 5. l ‘and 5.2 have been met,

it will promptly notify the Borrower.‘;
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SECTION 5 4.; Terminal Dates for Conditions Precedent.; If all.

of the conditions specified 1n Section 5.1 have not been met within

90 days from the date of this Agreement. or such later date as‘

A I. D. may agree to 1n writlng, A I D., at 1ts option may terJinate

this Agreement by written notice to Borrower.

Articleﬁsr §pecial Covenants.

'.; SECTION 6.1. Project Evaluation. The7Partiesiagree:to

yestablish an evaluation program as- part of the Progect. Except as
'the Parties otherwise agree in writing, the-program will 1nc1ude,'
during the implementation of the ProJect and at one or more po;nts,
.thereafter- (a) evaluation of progress toward attainment of the
objectives of the Progect; (b) 1dent1f1cation and evaluation of
problem areas or constralnts which may inhibit such attainment. (c)
assessment of how such.information.may be used to help overcome such
problems; and (4) evaluation, to the degree fea31ble, of the overall
development impact of the Project.. ‘ | _ .
SECTION 6.2. rraining The Borrower agrees that it will budget
sufficient funds from sources other than A I D..for 1nternational
transportation costs of participants Who w1ll receive long-term

training: (one year or more) under the Progect.

Article 7: Procurement Source.

'SECTION 7.1. Foreign Exchange Costs. Disbursementsipursuant to

Section 8 1l will be used exclusively to finance the costs of goods
and serV1ces requlred for the Project having with respect to goods,

their source and origin and with respect to services, their
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nationallty in countrles 1nc1udee 1n Code 94l of the A I D
‘Geographic Code Book as in effect at the tlme orders are placed or

contracts entered 1nto for such goods and serv1ces ("Forelgn

Exchange Costs“), except as A I. D. may otherwise agree in wr1t1ng, ‘

and except as prOV1ded in the Pro;ect Loan Standard Prov1slons :f E
Anncx, Sect1on C.l- (b) w1th respect to marlne 1nsurance.‘ Ocean
transportatlon costs w1ll be flnanced under the Loan only on vessels
lunder flag reglstry of the Unlted States, or Indone31a, or Code 94l
_.countrles as long as chartered or. operated by Indoneslan sh1pp1ng
companles. ercept as A.l D. may otherwise agree in wrltlng.

SECTIOh 7 z. Local Currency Costs. Dlsbursements pursuant to

Section 8.2 will be used exclusively to flnance the costs of goods
and services required for the PrOJect'having'thezr source and, |
except as A. I. D. may otherwise agree in wrltlng, the1r or1g1n 1n the
_Republlc of Indone51a ("Local Currency Costs"). To the.extent
prov1ded for under‘th1s Agreement,u"Local Currency Costs" may also
include the prov1s;on of local currency resources requlred for the

Project.

Article 8. Disbursements.

SECTION 8.1. Disbursement for Forelgn:Erchange'Costs.

(a) After satisfaction of Conditions Precedent, the Borroﬁern
may obtain disbursements of funds under the Loan for the Forelgn
'Exchange'Costs of goods or services required for the ProjeCt inf
accordance with the terms. of thls Agreement, by such of. the
follow1ng methods as. may be mutually agreed upon- o

(l) by submlttlng to A I. D. w1th necessary supporting
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documentation as prescribed in Project Implementation Letters, (A)
requests for reimbursement for such goods or serv:ces, or (B)
v-requests for A I D. to procure commodities or serv1ces in Borrower s
behalf for the Project, or | ;

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

jfor specified amounts (A) to one o: more\U,S. banks, satisfactory to
'A I D., committing A.“.D. to reimburse such bank or banks ror
payments made by them to contractors or suppliers, under Letters of
»Credit oryotherw1se, for such goods or services, or (B) directly to
one or more contractors or‘suppliers, committiné'A.I.D. to pay such
contractors or suppliers for such goods and services.

(b) Banking charges 1ncurred by Borrower in connection w1th
Letters of Commitment and Letters of Credit will be financed under
the Loanvunless the Borrower“instructs A.I.D. to the contrary. Such
other‘charges.as the Parties isay agree to may also be financed under
the Loan. |

SECTiON 8.2. Disbursement for Local Currency Costs

(a) After satisfaction of Conditions Precedent, the DBorrower
" may obtain disbursements of funds under the Loan ror Local Currency
Costs required for the Project in accordance 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 suchlcosts.

(b) The‘localcurrency'needed for suchn disbursement may be
obtained: (1) In local currency acquired by A.I.D. by purchase or
from,iocal currency already owned by the U..S. Government or (2) by

A.I.D.'requesting the Borrower to make available the local currency
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for such costs, and thereafter reimbursing an amount of U S. dollars
qual to the amount of local currency made available by the
Borrower. The u.S. dollar equivalent of the local currency made
available hereunder w1ll be the amount of U s. dollars required by

A.I.D. to obtain the 1oca1 currency.4

- SECTION 8 3. ‘Other Forms of Disbursement. 'Disbursements:of the

Loan may also be made through such other means as the Parties may
agree to 1n writlng.

SECTIQN 8.4. Rate of Exchange. Except as may more specifically

be provided under Section 8 2. Lf funds provided under the Loan are
introduced into Indonesia by A.I D. or any public or private agency
for purposes of carrying out obligations of A.I.D. hereunder. the
Borrower will make such arrangements as may be necessary softhat'
such funds may be conyerted into currency of the. Republic of
Indonesia at the highest rate of exchange which, at the- time the
conve*sion is made. is not unlawful in Indonesia.

SECTION 8.5. Date of Disbursement. Disbursements by A.I.D.

will be deemed to occur (a) on the date on which_A;I.D.-makes a
disbursement~to the Borrower or its desicuee, or to a bank,
contractor or supplier pursuant to a Letter of Commitment, contract,
or purchase order; (b) on the date on which A.I.D, disburses to
the Borrower or its designeeflocal currency acquiredvin:accordance

with Section 8.2.

_ Article=9. ‘Miscellaneous

SECTION 9.1, Communications. Any notice, request ‘document, or

other communication submitted by either Party to the ‘other under

1%
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this Agreement will be in writing or by telegram or oable. and will
be deemed duly given or sent when delivered to such party at the
following addresses:

To the Borrower:

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

Indonesia

Alternate address for telegrams: DEPLU JAKARTA

To A.I.D.:

Mail Address: U, s. Agency for International Development
- “ - American Embassy . '
- JI. Medan Merdeka Selatan 5
Jakarta, Indonesia
Alternate address for telegrams: USAID AMEMBE JAKARTA
All such communications will be in English, unless the Parties
~Otherwise agree in writing. Other addresses may be substituted for
the above upon the giving of notice. The Eorrower, in addition,
will provide the USAID Mission with a copy of each communication

sent to A.I.D.

SECTION 9.2, Representatives. For all purposes relevant to

this Agreement, the Ekorrower will be represented by the individual
holding or acting in the office of the Secretary of the Ministry of
Health and A,I.D. will be represented by the individual holding or
ectlng in the office of Mission Director, USAID Mission to
Indonesia, each of whom, by written notice, may designate additional
representatives for all purposes other than exercising the powar .

under Section 2.1 to revise elements of the anplified description in
Annex I. The names of the representatives of the Borrower, with

specimen signatures, will be provided to A.I.D., which may accept as

U
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duly authorized any instrument., signed by such representatives in

implementation of this Agreement, until receipt of written notice of

revocation of their authority.

SECTION 9.3. Standard Provisions Annex. MA “Project Loa.”Pv

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

of this Agreement.

IN WITNESS WHEREOF, the Republlc of Indonesla”and the United
States of America, each actlng through ita duly auﬁhorized ‘

representatlve, have caused thlB Agreement to bebs1gned in their

names and del1vered as of the day and year f1rst above wr1tten.

UNITED STATES OF AMERICA - ,.“ Li*z REPUELIC oF INDONESIA
\\_/%bhn H. Holdrldge (:) Atmono Suryo M.X.
mbassador _v”;r;;m - Director General

for Foreign Economic Relations
Department of Foreign Affairs

N



Annex 1

Health Training Research and Development

Project Agreement

Amplified Description of Project -

I. General Project Description

The purpose of the Project is to assist. the Government of Indonesia
to strengthen its public health planning, training and research R
capabilities.

The grant and loan funds provided in the amendment will be used to
support the national health program through four inter-related project
components. These are:

1, Planning/Manpower Development (including manpower planning;
training management and planning; and personnel management)

2, Research and Development
3; Management Information Systems (MIS)
" 4, Diarrheal Disease Morbidity/Mortality Reduction - A case s:ﬁdiﬂ
The Ministry of Health will be the implementing agency for all
components of this project. Project implementation will continue with &

project assistance completion date (PACD) of September 30, 1987.

A more detailed description of each project component together wiéh;
the responsibilities of USAID and the GOI follow: R

1. Planaing/Manpower Development

Grant and loan funds will be used to assist the Ministry of Health to
continue work with the Planning Bureau, Bureau of Personnel and Center
for Education and Training of the Ministry of Health. In manpower
planning, attention will be directed at: strerngthening the manpower
planning unit and its planning functions, undertaking manpowar studies,
agsisting in the development of a manpower planning information system
and helping in staff development both at the center and at the Provinecial
and Kabupaten levels. Work already begun will be expanded in training
management including training system development, improved training
methods and materials, management training at provincial and kabupaten
levels, assistance in the development of a training information system,
studies of training needs, and evaluation and monitoring. Activities will
be continued in the field of personnel management, including the
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development of career systems, persomnel information systems, task
analysis and jol* description, and ‘personnel administration procedures.
The Ministry of Health will provide supporting staff salaries,
facilities, operating and supervisory costs, materials and supplies,
training courses and workshops and information services. AID funds will
be used for technical assistance, studies and management assessments,
training and staff development and limited commodity procurement,

2. Research and Development

'Grant and loan funds will be used to strengthen some promising
approaches which have been developed such as research mapping and a focus
on client oriented research. Specifically, loan funds will finance
research conducted by universities, coordinated by LitBangKes and in
cooperation with regional health officials on health services management
and delivery problems in regions where the universities are located.
Grant funds for research will continue to be used for client oriented
research efforts, intra and extramural to the MOH, in health services
delivery issues of high priority to MOH and USAID. Research emphasis
will be directed toward studies relevant to manpower development,
PusKesMas (Sub-District, or Kecamatan level Public Health Centers), the
latter to include suprorting Kabupaten District level management
development and studies on viable local financing systems efficient use
of pharmaceuticals and nutritiom. The Ministry of Health will provide-
appropriate funding for necessary staff time and facilities for
cooperation with the universities and other organization involved in
carrying out these activities. USAID will fund technical assistance and.
local costs to support such research. -

3. Management Information System (MIS)

Project grant and loan funds will be used to assist the Ministry of
Health develop practical management information systems, both for
services management and planning. This component will be concerned with
the process of defining specific cost effective MIS objectives, and
asgisting in establishing an implementation process. Efforts will be
concentrated on those MIS issues most directly concerned with information
systems for manpower development and PusKesMas services., A needs
assessment is scheduled to start during late 1983. Once this process is
complete it will form the basis for a more detailed plan for determining
focus, priorities and timing of project support for MIS. The Ministry of
Health will provide staff and related local costs. USAID will fund
technical assistance, studies and management analyses, and some limited
commodities.

4., Diarrheal Diseases Mortality/Morbidity Reduction

- Loan and grant funds will be used to assist the MOH in developing . .-
Indonesia's Diarrheal Disease Control (DDC) Program. Project funds will’
be used for activities including: ‘ -

1. Documenting mortality/morbidity, economic impact and sociél‘
impact of non-cholera diarrheal diseases in Indonesia.

]
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Q;J'flﬁptOVing surveillance systems, and performing studies
: “documenting incidence, etiologies, seasonality, etc.

3. Assessing relative strengths and weaknesses of existing programs
for the care and reduction of mortality/morbidity of diarrheal
‘disease patients in Indonesia, especially oral rehydration
therapy (ORT) programs.

4. Conducting feasibility studies on alternative production
strategies of oral rehydration salts, each analyzed in
comparison to village based production.

5. Testing training methods for DDC program managers,;patigdpgp;
contact personnel, and for parents and siblingS’whb;genara11Y}

will administer oral rehydration solutions (ORS).
-6,  Developing training materials.

The Minsitry of Health will fund salaries and related costs,  USAID will’
fund long term and short term technical assistance, studies and
assessments, training and a limited amount of commodities.

II. Evaluation

The project will be evaluated periodically in accordance with A.I.D.
evaluation procedures. The next evaluation {s scheduled for late 1984
and will be conducted by a team of persons from the Ministry of Health,
AID Washington, USAID and a private or academic institution. This
evaluation will concentrate on the diarrheal disease control component,
looking toward possible major additional efforts in this field. A final
evaluation will be conducted in the spring of 1987. The Ministry of
Health's reports and statistics w.1l provide the basis for regular
reviews of program performance. Funds for the evaluation wil) be
provided from the Loan.

I1I. Financial Plan

Responsibility for implementation will rest with the Ministry of
Health. Local cost expenditures will be made pursuant to plans mutually
agreed to in Project Implementation Letters (PIL's) and Project
Implementation Orders (PIO's). Disbursement and reimbursement procedures
will be handled similarly for both loan and grant funds. All A.I.D.
funding under the project will follow A.I.D. regulations. Additional
information on specific financial and reporting procedures will be
supplied in PIL's,

An illustrative financial plan is attached as Attachment I to Annex
I. Changes in each line may be made to the plan by representatives of
the parties named in the text of the Agreement and additional authorized
signers without formal amendment to the Agreement if such changes do not
cause (1) A.I.D.'s contribution to exceed the amount specified in the
text of the .greement, or (2) the Borrower/Grantee's contribution to be
less than the amount specified in the Agreement.
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ATTACHMENT 1 A
" HEALTH TRAINING RESEARCH & DEVELOPMENT PROJECT i

FINANCIAL PLAN
BY INPUTS

USATD ) j.»GOI@{LQt r3t&““p§my%@uf;$j

N— i
FY 1978 ! HTRD Extension | . . FY 1978
__Thru FY 1981 FY 1983 l_Toeal . thru
Grant Loan Grant | Loan | Granmt - [ Loan FyY 1981

HTRD S TP 1978 T ]

Extension]: "1 thru ]owrRp. o fc ot

- FY 1983~ | Total | FY 1981 -Extension| Total - .-
FY 1984 |- R EOEE R R

Technical Asststance - 13,000 | - | 920 | B0 3,92 | 80 | 750 400 | 1,150 [ 3,750 | 2,160

Traiolng S lesee |- 215 275 s15 1- 275 | 230 | 1,300 530 ;J;{”i;quff

Commodities

PN NS R

=] 1S 185 125 | i85 |- 80"

Research and Developmeat |-

(including surveys, L
studies, audits, asseas~ .
ments)

o290 | 150 1,399 | so | xo00 | 120 [

Evaluation

Contingency ° - ‘”vf;QO[f e

12,200 7




HEALTH TRAINING RESEARCH ‘& DEVELOPMENT PROJECT

FINANCIAL PLAN

BY COMPONENTS

ATTACHMERT § 8

USATD O T USATD & COT Sumaty
FY 1978 HTRD Extension | FY 1978 HTRD “FY 1976 — T ;
coes e o F - Thra PY 1981 FY 1983 Totial thru Extetisfon | - - | thru HTRD T
COMPONENTS Crant | Loan Grant | Loan Grant Loan - FY 1981 FY 1983- | Total FY 1981 | Extension| Total
AR : I : . FY 1984 SRR R ‘-

N 1 , S ].;.; o N R ' _ S
Planning/Manpower Devel. 740 965 : - 875 | 1,705 875 . | ;;1,ooo 950 | 1,950 I 1,740 | 2,790 | 4,530
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(ANNEX 2

Project Loan Standard Provisinns Annex

Definitions: As used in this Annex, the "Agreement" refers 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 permitted by the
Agreement, including the revision of elements of the amplified
description of the Project in Annex 1. L

Article B: General Covenants

SECTION B.l. C(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 performance of any consultants,
contractors, or suppiiers 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 with 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.I1.D. pursuant to this
Agreement; and

(b) provide qualified and experienced management for,
and train such staff as may be appropriate for the mein-
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.



-2 -

SECTION B.3. Utilization of Goods and Services.

« (a) Any resources financed under the Loan will, unless
otherwise agreed in writing by A.I.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. S

(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 tawves, 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 puxsuant
to Project Implementation Letters, pay or reimburse the same
with funds other than those provided under the Loan.

SECTION B.5. Reports, Records, Inspections, Audit.

The Borrowexr will:

(a) furnish A.I.D. such information and reports reiéﬁiﬁg
to the Project and to this Agreement as A.I.D. may reasonably
request; : ,

- (b) maintain or cause to be maintained, in accordance
with generally accepted accounting principles and practices
consistently applied, books and records relating to the Pro-
ject and to this Agreement, adequate to shcw, without limi-
tation, the receipt and use of goods and services acquired
under the Lcan. 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

- (e) 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. : TR T

SECTICN B.6. Completeness of Information. The Borrower .
confirms: T o RS

) (a) that the facts and circumstances of which it has -
informed A.I.D., or caused A.L.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 oif
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
undexr the Loan except fees, taxes, or similar payments legally
established in the country of the Borrower.

SECTION B.8. 1Information and Marking. The Borrower will
give appropriate publicity to the Loan and 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 alrcraft's country of
- reglstry at the time of shipment.



SECTION C.1.

(b) Premiums for mariﬁe insurance placed in the territory
of the Borrower will be deemed an eligible Foreign Exchange
Cost, if otherwise eligible under Section C.7(a) '

(¢) Any motor vehicles financed under ﬁhe Loan will be .
of United States manufacture, except as A.I.D. may other- °
wise agree in writing. SRR S

SECTION C.2. Eligibility Date. No goods ot 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. .

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

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

(2) The Borrower will furnish to A.I.D. upon preparation:

, (1) any plans, specifications, procurement of con-

~.struction 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 contractors 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.IL.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-
:ractors, and to the solicitation of bids or proposals for
goods and services financed under the Loan will be approved
by A.I.D. in writing prior to their issuance, and their terms
will include United States standards and measurements;

(¢) 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.I.D. in writing prior to execution of the con-
tract. Material modifications in such contracts will also be
approved in writiug by A.IL.D. prior to execution; and



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 persoanel assigned to the Project as A.I.D.
‘may specify, end 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 services 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
Boxrrower will furnish A.I.D. such information with regard thereto,

and at such times, as A.I.D. may request in Project Implementation
Letter.

SECTION C.6. Shipping.

(a) Goods which are to be transported to the territory
of the Borrower may not be financed under the Loan 1if
transported either: ;

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

(2) on an ocean vessel which A.I.D., by written _
" notice to the 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 services may not be £inanced
under the Loan, if such goods or persons are carried:

(1) on an ocean vessel under the flag of a country no
at the time of shipment, identified under the paragraph
of the Agreement entitled "'Procurement Source: Foreign

t,

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



SECTION ¢.6.

" (3) under an ocean vessel or air chartér which has
not received prior A.I.D. approval. '

(c) Unless A.I.D. determines that privatelyiOWhéd Unitedf

gSEgtes—flag commercial ocean vessels are not available at
*fglr and reasonable rates for such 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.I1.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 the gross
freight revenue generated by all shipments financed by
4.1.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-
rorted from non-U.S. ports, computec. serarately.

SECTION C.7. Insurance.

(a) Marine insurance on goods finarnced 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, or
practice discriminates with respect to A.I.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
Berrower financed by A.I.D. hereunder will be insured
ageinst marine risks and such insurance will be placed
in the United States with a company or companies
authorized to do a marine insurance business in a State
of the United States. :



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 indemmification 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. Aay such replacement
will be of tource 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 Propertv. The

Borrower agrees that wherever practicable United States Government-
owned excess personal property, in lieu of mew 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 glving A.I1.D. 30 days written notice, cancel any part of the
Loan which has not been disbursed or committed for disbursement
to third parties.

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

(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

(¢) to pay when due any interest or installment of
rincipal or other payment required under any other loan,
iuaranty or other agreement between the Borrower or any of
ts agencies and A.I.D. or any of its predecessor agencies.

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 1s cured within that time:

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

~~
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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. R '

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

(a) An Event of Default has occurred; or

L (b) An event occurs that A.1.D. determines to be an
extraordinary situation that mukes 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 '

(c) 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 pPrincipal or other payment required
under any other loan, guaranty, or other agreement between
the Borruwer 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 coammitment 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
+ OT to make disbursements other than under existing ones;
and

(3) at A.I.D.'s expense, direct that title to zoods
financed under the Loan be transferred to A.I.D. if the
goods are from a source outsgide 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.D. If, within sixty (60)
days from the date OI any suspension of disbursements pursuant to
Section D.3, the cause or causes thereof have not been corrected,
A.I.D. may cancel any part of the Loan that is not then disbursed
or irrevocably committed to third partiex.




“«9 w

SECTION D.5. Continued Efféctiveness of Agreement. Not-
withstanding any cancellation, suspension of disbursements, 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.I.D., notwithstanding
the availahility or exercise of any other remedies provided
for under this Agreement, may require the Borrower to refund
the amount of such disbursement in United States Dollars to
A.1.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.I1.D. from a contractor, supplier,
bank, or other third party with respect to goods or
servicens financed under the Loan, which refund relates
to ah unreasonable price for or erroneous invoicing of
goods or services, or to goods that did not conform to
specificuarions, or to services that were inadequate, will

A. be made available first for the cost of goods

and services requiresd for the Project, to the extent
Justified, and

B. the remainder, if any, ﬁ%ll be applied to the
installments of Principal in thé® inverse order of their
maturity and the amount of the Loan reduced by the
amount of such remaindexr.

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



