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A.I.D. Project No. 391-0507
Dollar Appropriation No. 72-119/01037
Budget Plan Code: QES9-89-27391-KG-13
‘Project Agreement No. 89-19

PROJECT GRANT AGREEMENT FOR
THE PARISTAN SHELTER RESOURCE MOBILIZETION PROGRAM
~ TECHNICAL ASSISTANCE AND TRAINING -

Dated: August 16, 1989
 ‘Between

The President of the Islamic Republic of §akiStanr(hereinafter‘referred
to as the "Grantee")

The United States of Anerica, acting’ through the Agency for International
Development ("A.I.D").

Article 1: The Agreement

The purpose of this Agreement is to set out the understandings of
the parties named above ("Parties") with respect to the undertaking by
the Grantee of the Project described below, and with respect to the

financing Qf the Project by the Parties,



"ArtiEleiZ: The Project

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

| is to assist the Government of Pakistan to finance the technical |
assistance, including evaluation services and logistic support, and
related training necessary to create the policy environment which:ﬁilll
promote the establishment of market-oriented shelter finance
institutions. The Project is an 1ntegral part of the Pakistan Shelter

Mobilization Program.

Annex 1, attached, amplifies the above definition of the Project Withint
| the limits of the above definition of the Project, elements of the
amplified description stated in Annex 1 may be changed by written
agreement of the authorized representatives of the Parties named in -

Section 8.2 without formal amendment of this Agreement.

SECTION 2.2. Incremental Nature of Project.

(a) A.I.D.'s contribution to the Project will be provided in
’;increments, the initial one being made available in accordance with

| Section 3.1 of this Agreement. Subsequent increments will be subject to
availability of funds to A,I.D. for this purpose, and to the mutual |
agreement of the Parties, at the time of each subsequent increment, to

proceed,



(b) w1th1n"he overall Project Assistance Completion Date ('PACD')
,‘;stated in thlS Agreement, A I. D., based upon consultation Wlth the i

viGrantee, may specify in Pro:ect Implementation Letters appropriatﬁftime

'l;periods for the utilization of funds granted by A I'D

individual increment of assistance.,

Article 3: Financing

SECTION 3.1. The Grant. To assist the Grantee to meet atne costs ‘
Aof'carrying out the Project, A.I.D., pursuant to the Foreign Assistance |
nct of 1961, as amended, agrees to grant the Grantee under the terms of |
”-this Agreement not to exceed Two Million United States (U, S.") Dollars
(82, 000,000) ('Grant') |

’Thé Grant may be used to finance foraign exchange costs, as defined
] inisection 6.1 of this Agreement, and local cucrency costs, as defined in
) Section 6.2 of this Agreement, of goods and services required for the
Project.

, SBCfidN¢3.2. Grantee Resources for the Project.

(a) The Grantee agrees to provide or cause to be provided for the
Project all funds, in addition to the Grant, and all other resources»w

required to carry out the Project effectively and in a timely manner.

N\



sBCrICN 3.3. Project Assistance Completion Date (PACD).

(a) The PACD, which is June 30, 1994, or such other date as the '
Part1es may agree to in wr1ting, is the date by which the Parties ‘
estimate that all services financed under the Grant will have been
vperformed and all goods financed under the Grant will have been furnished

for the Project as contemplated in this Agreement.

‘ . (b) Except as A.I.D. may otherwise agree in writing, A.I.D. will
not issue or approve documentation which would authorize disbursement of
the Grant for services performed subsequent to the PACD or for goods
furnished for the Project, as contemplated in this Agreement, subsequent
to the PACD.

-(¢) Reguests for disbursement, accompanied by necessary supporting
documentation prescribed in Project Implementation Letters, are to be
received by A.I.D. or any bank described in Section 7.1 no later than
nine (9) months following the PACD, or such other period as A.I.D. agrees
to in"writing. After such period, A.I.D, giving notice in writing to the
Grante‘e, may at any time or times reduce the amount of the Grant by all
or any part thereof for which requests for disbursement, accompanied by
necessary supporting documentation prescribed in Project Implemcntation

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



Article 4: Conditions Precedent

QSBCTIONA4r1. Conditions Precedent to Pirst Disbursement.

Except as A.I.D. may otherwise agree in writing, prior to any
disbursement under the Grant, or to the issuance by A.I.D. of
documentation pursuant to which such disbursement will be made, the
Grantee shall furn1sh or have furnished to A.I.D., in form and substance

satisfactory to A,I.D.:

, (a) a written opinion of Counsel acceptable toiA.I.D that this
Agreement has been”duly authorized and/or ratified by, and executed on
behalf of the~Grantee, and that it constitutes a valid and legally

binding obligation of the Grantee in accordance with all of its terms; and

(b) a written statement setting forth the names and titles of’ﬂ
persons holding or acting in the Office of the Grantee and of any
additional representatives, and representing that the named person or
persons have the authority to act as the representative or |
representatives of the Grantee, together with a specimen signature ofr

each such person certified as to its authenticity.

SECTION 4.2. Notification. When A.I.D. has determined that the -

: conditions precedent specified in Section 4.1 have been met, A. I D. will

}fpromptly S0 notify the Grantee.



SECTION 4.3, Terminal Dates for Conditions Precedent.

" (a) If the conditions specified in Section 4.1 (a) and (b) Have,mf

v'béen met within 60 days from the date of this Agreement, or such later;v
date as A.I.D. may agree to in writing, A.I.D., at its option, may
terminate this Agreement by written notice to the Grantee.

Article 5: Covenants

SECTION 5.1. Project Evaluation. The Parties agree to establish

an evaluation program as part of the Project. Except as the Parties
otherwise agree in writing, the program will include, during the

implementation of the Project and at one or more points thereafter:

(a) evaluation of progreSSrto&ard attainment of the objectives of -

the Project;

(b) identification and evaluation of problem areas or constrainté

which may inhibit such attainment;

(c) assessment of how such information may be used to help Qvérdbme

:éﬂch problems; and

(d) evaluation, to the degree feasible, of the overall development
impact of the Project.



Article 6: Procvrement Source

SECTION 6.1. Poreign Exchange Costs. Except as A.I.D. may.

otherwise agree in writing, disbursements pursuant to Section 7;1;wiii£beﬂi

used exclusively as follows:

(a) to fir'nce the ~osts of goods and services required for the

Project having, with respect to gouds, the1r source and origin, and with |

respect to services, their nationality in the United States (Code 000 of
the A.I.D. Geographic Code Book as in effect at the time orders are
Placed or contracts entered into for such goods or services), |
except as provided in the Project Grant Standard Provisions Annex;_.:
MSectiqn C.1(b) with respect to marine insurance. (*Foreign Exchange

Cbsts'):

(b) ‘to finance ocean transportation costs under the Grant only ont‘

vessels under flag registry of the United States,

SECTION 6.2. Local Currency Costs. Disbursements pursuant to

~Section 6.2 will be used exclusively to finance the costs of goods and
services required for the Project having their source and, except as
A.I.D. may otherwise agree in writing, their origin in Pakistan (*Local
Currency Costs®). To the extent provided for under this Agreement,
"Local Currency Costs® may also include the provision of local currency

resources required for the Project.



'Articleg7:"bisbursement

SECTION 7.1. Disbursement for Foreign Exchange Costs.

(a) In accord with requirements of conditions precedent, the
1“Grantee may obtain disbursements of funds under the Grant for 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 may be mutually agreed upon:

(1) by'submitting to A.I.D., with necessary supporting
documentation as prescribed in Project Implementation Letters, (A)
requests for reimbursement for such goods or services, or, (B) requests
for A.I.D. to procure commodities or serV1ces in Grantee's behalf for the

Project; or

(2) by requesting A I D to 1ssue Letters of Commitment for
specified amounts (A) to one or more u.s. banks, satisfactory to A, I D
committing A,I.D. to reimburse s.c™ bank or banks for payments made by
them to contractors or suppliers, under Letters 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 Grantee in connection with Letters .
of Commitment and Letters of Credit will be financed under the Grant
unless Grantee instructs A.I.D. to the contrary. Such other charges as

the Parties may agree to may also be financed under the Grant.

-8 - ,’U



SECTION 7.2. Disbursement for Local Currency Costs.

(a) ‘In accord with requirements of conditions precedent, the
‘Grantee may obtain disbursements of funds under the Grant for Local
Currency Costs required-for the Project in accordance with terms of thisj
- Agreement, by submitting to A.I.D., with necessary supporting
documentation as prescribed in Project Implementation Letters, requests.

to finance such costs,

(b) The local currency needed for such dzsbursements may be

: obtained

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

‘from local currency already owned by the u.s. Government- or,

“(2) by A.I.D., (A) requesting the Grantee to make available
fthe local currency for such costs, and (B) thereafter making available to
; the Grantee, through the opening or amendment by A.I.D, of Special
Letters of Credit in favor of the Grantee or its designee, an amount of
U.S. dollars equivalent to the amount of local currency made available by
the Grantee, which dollars will be utilized for procurement from the
United States under appropriate procedures described in Project

Implementation Letters.



The U.S. dollar equivalent of the local currency made available

: hereunder will be, in the case of subsection (b) (l) above, the. amount of
4U S. dollars required by A.I.D. to obtain the local currency, and 1n the
case of subsection (b) (2) above, an amount calculated at the rate of
exchange specified in the applicable Special Letter of Credit
Implementation Memorandum hereunder as of the date of the opening or,‘

amendment of the applicable Special Letter of Credit,

SECTION 7.3. Other Forms of Disbursement. Disbursements of the

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

“to in writing.

SECTION 7.4. Rate of Exchange. Except as may be more

specifically provided under Section 6.2, if funds provided under the
Grant are introduced into Pakistan by A.I.D. or any public or private
agency for purposes of carrying out obligations of A.I.D. hereunder, the
Grantee will make such arrangements as may be necessary so that such
funds may be converted into currency of Pakistan at the liighest rate of
exchange which, at the time the conversion is made, is not unlawful in

Pakistan.

Article 8: Miscellaneous

SECTION 8.1, Communications. Any notice, request, document, or

other communication submitted by either 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

addresses:

- 10 - N | '\?



To the Grantee:

‘Mail Address: - Economic Affairs Division

R ' Ministry of Finance and Economic Affairs
Government of Pakistan
Islamabad (Pakistan)

Alternative address for cables: ECONOMIC ISLAMABAD

To A.I.D.:
Mail Address: . USAID Mission to Pakistan.
' P.0, Box 1028
Ramna S

Islamabad (Pakistan)

Alternative address for cables: USAIDPAK ISLAMABAD
for telexes: TELEX 54270 USAID PK

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 Grantee, in addition, will provide
the USAID Mission/Pakistan with a copy of each communication sent to

A.I.D.

SECTION 8.2, Representatives, For all purposes relevant to this

Agreement, the Grantee will be represented by the individual holding or
acting in the office of the Secretary, the Additional Secretary, the
Joint Secretary, the Deputy Secretary for Economic Affairs Division, and
the Joint Secretary, Internal Finance Division and A.I.D. will be
represented by the individual holding or acting in the Office of the
Director, USAID Mission to Pakistan, each of whom, by written notice, may
designate additional representatives for all purposes other than
exercising the power under Section 2.1 to revise elements of the
amplified description in Annex 1. The names of the representatives of

the Grantee, with specimen signatures, will be provided to A.I1.D,, which'f

-1l - ] %



-‘may accept as duly authorized any instrument signed by such

representatives in implementation of this Agreement, until receipt bf1-;

written notice of revocation of their authority.

SECTION 8.3, Staﬁdard Provisions Annex. A "Project Grant

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

this Agreement.

IN WITNESS WHEREOF, the Grantee and the United States of America,

each acting through its duly authorized representative, have caused this

Agreement to be signed in their names and delivered as of the day and

year first above written.

NAME:

Tariq Ali Bokhari

TITLE:

Deputy Secretary

Economic Affairs Division

FOR AND ON BEHALF OF THE
UNITED STATES OF AMERICA

BY: sd/-

NAME : James A, Norris

TITLE: Mission Director

USAID/Pakistan

-12 -
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PROJECT DESCRIPTION

Aii.“:f The Overall Shelter Resource Mobilization Program (the "Program®)

o The Shelter Resource Mobilization Program, of which this Project is
‘an integral part, will consist of two closely related components. The
first component is support to the establishment of market-oriented
shelter finance institutions, which is funded under the A.I.D. Housing
Guaranty (HG) program. The second component is the grant funded
technical assistance and training,

Under the HG, the Government of Pakistan (GOP) will borrow, in
tranches, up to $100 million from the U.S. capital market under an A.I.D.
guaranty. This private U.S. capital can be used by the GOP as
unrestricted foreign exchange. In consideration for the A.I.D, loan
guaranty, the GOP with A.I.D. will develop and implement a package of
policy reforms that are consistent with the financial and shelter sector
policies now being developed. The Program will actively promote the
participation of the private sector both as investors and as depositors
that will draw resources from the large pool of cash available in the
informal sector. The Program will create the policy and regulatory
environment which would expand the role of shelter finance in the
financial sector and encourage the development of a market-oriented
shelter finance systen,

A.I.D. will pursue the jointly developed Program policy agenda with
the GOP by negotiating a Policy Action Plan acceptable to both parties
for the first tranche of HG funds. Subsequent borrowings will be
predicated upon mutually determined progress in achieving the objectives
of the Policy Action Board. The A.I.D. guaranteed dollar loans will
ultimately lead to an increase in domestic resources mobilized for
shelter through private and joint sector housing finance companies that
this program will promote.

In view of the necessity to continue to provide resources to the
shelter sector while policy changes are carried out, the rupee equivalent
of the dollar loans will continue to be provided by the GOP to programs
that are affordable to low income families and that A.I.D. has
pre-qualified for purposes of this Program. These investments will be
monitored through the review of GOP expenditure reports of HG eligible
programs, '

The HG component of the program will be supported by a $5 million
technical assistance and training component grant used to: (1) manage the
policy dialogue process; (2) provide technical and policy analyses
necessary to advance the policy reform agenda through the Working Group
and implementing institutions; (3) evaluate the Policy Action Plan
process and the impact of policy changes on the financial and shelter
Sectors and low-income families; and (4) provide training for Pakistanis
in the public and private sectors who will be critical to the development
of a market-oriented shelter finance system,

9
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 II. ' The Policy Action Plan

. The Policy Action Plan (PAP), which will be developed jointly with
the GOP as part of the HG funded program, will constitute a set of
actions that would be followed in order to achieve the Program's overall
policy objectives. The PAP consists of a menu of actions, implementing
steps, and benchmarks that set the course and chart the progress of the
overall range of sectoral objectives, especially the development of a
market oriented shelter finance system in Pakistan. The PAP will be
reviewed and refined with the GOP before it is incorporated into the
Program Implementation Agreement. On-going discussions will be held with
the GOP Working Group on Housing Finance to review progress made on the
PAP and determine which actions in the PAP need modification to reflect
changing conditions. An evaluation of progress on the PAP will be
carried out annually to decide which actions should be carried over to
the near year's PAP, deleted entirely, or added.

III. Technical Assistance and Training

Technical Assistance and Training (TAT) will be provided in support

of the Program's policy objectives. The majority of the TAT input,
however, will directly support the implementation of the policy
objectives. A comprehensive TAT plan will be developed to styucture this
support and link it directly to the menu of actions and implementing
steps contained in the PAP.

The primary rationale for both technical assistance and training is
to advance the Program's Policy Action Plan. In several cases,
benchmarks that are directly linked to the implementing actions are the
provision of technical assistance or training, i.e., in order for the PAP
to advance, *<chnical assistance and training must be utilized,

The achievement of technical assistance and training objectives
will depend on the presence of two resident advisors. Short-term
consultancies averaging six person-months per year for five years will
complement the work of the resident advisors. As the need for special
studies, training, and other assistance is identified by the resident
advisors, USAID, RHUDO (A.I.D. Regional Housing and Urban Development
Office) and the GOP, appropriate technical specialists will be provided
along with required logistical and financial suppotrt,

A description of the long and short-term technical assistance and
training components follows:

Long-Term Advisory Support for the program will consist of a
long~term team of two resident experts. The team will provide technical
assistance as needed through the entire Program period,




. The Chief Technical Advisor will be a Shelter Finance System

Advisor. This position may be staffed by a contractor or A.I.D.~direct -
hire, and will be based in USAID/Pakistan's Program Office (PRO). PRO
and the Advisor will serve as the liaison to RHUDO, and will help
coordinate the TAT component of the Program, as well as to identify :
policy development and TA needs, and support the policy dialogue. This
Advisor will also be responsible for Program monitoring duties,

The second technical advisor, a Finance Systems Specialist, will be
placed in the Ministry of Finance within the Office of Internal Finance.
The Specialist will also work with the State Bank of Pakistan and
coordinate Program activities between the two institutions. The
responsibilities of this Advisor will include coordination of the GOP
actions contained in the PAP, assessment of TAT needs, assisting in the
coordination of TAT activities, monitoring of PAP progress, participation
in policy negotiations, and assisting with Program monitoring and
evaluation. Responsibilities will also include expert advice on the
structure and content of the legal and regulatory framework to be
established for the market-oriented shelter finance system. This
Advisor's background shcald include professional training and experience
in financial regulation, with specific experience in housing finance.

These Advisors will be supported by the RHUDO staff from Bangkok,
and by other A.I.D. PRE/H backstopping as necessary.

Short-Term Consultancies and Special Studies will supplement and
support the work of the long-term advisory team through a variety of
short-term consultancies totalling approximately 30 person months. The
purpose of this assistance will be to add more specialized knowledge of
technical areas, and to work with GOP officials to design, conduct, and
analyze special studies and projects. The determination of the use of
short-term advisory services and the need for specially focused studies
and analyses will be made by the GOP and long-term advisory team, in
consultation with the USAID Program Manager and RHUDO.

Training Activities will consist of three types of training:
U.S. long-term training; U.S. and regional short-term training; and,
local workshops and seminars. RHUDO's Regional Training Advisor will be
responsible for developing an initial training needs assessment with
input from the long-term Advisdrs and involved GOP institutions. The
assessment will result in a detailed training plan that will match
training needs with resources. As with technical assistance, training
activities will be managed by RHUDO.

Long-term traini portunities in the specific field of housing
finance are Iimited, agghgﬁgh degree programs in the general fields of
accounting and finance are available. Specifically tailored training or
exchange programs with U.S. housing finance institutions should prove to
be more effective. Participants in long-term training programs would be
selected by the GOP from involved ministries, and by USAID in the case of
private sector entities.

17



~ Annex 1
‘ ?age 4

Short-term training opportunities in shelter finance are more
prevalent. They will be offered to GOP senior-, mid-, and technical-level
officials, and to potential private sector lenders in the form of short
courses, policy seminars, study tours, and observation visits both ‘
outside and inside Pakistan.




-"A,I.D. Project No. 391-0507

.. Shelter Resource Mobilization Program

-~ Technical Assistance and Training -
Project Agreement No. 89-19 '

SUMMARY OF PROJECT COSTS BY EXPENSE CATEGORY AND SOURCE OF FUNDING 2

| ~(In 000's)
ILLUSTRATIVE Annex 1
Page 5
Obligations Todate Life of Project Funding 1/ -
AID Grant ' ‘
A.I.D. Grant A.I.D. Grant
EXPENSE CATEGORY {In $) (In $)
Technical Assistance 1,230 3,150
Training 530 1,250
Other Costs (evaluations, 240 “'600~
logistical support) T .
TOTAL 3/ 2,000 5,000

Subject to the availability of funds to A.I.D. for this purpose, and
to the mutual agreement of the parties to proceed at the time of each

subsequent increment.

Either party may unilaterally, with written notice to the other,
adjust line items in this budget to a maximum of 15% per line item,
provided, however, that the total obligated amount as shown in the

budget is not exceeded.

Includes inflation and contingencies.
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PROJECT GRANT
STANDARD PROVISIONS ANNEX

Definitions: A8 used in this Annex, the *Agreement® refers

to the Project Grant Agreement to which thig Annex is attached
and of which thig Annex forms a:-part, Terms ugad in thig
Annex have the same meaning or reference as in the Agreenent,

Article A: Project ;gplementatign Letters

To assist Grantee in the implementation of the Project, A.I1.D,,
from time to time, will issue Project Implementation Letters
that will furnigh additional information about matters stated
in this Agreement, The parties may algo use jointly agreed-
upon Project Implementation Letters to confirm and record. theiyr
mutual understanding On &aspects of the implementation of this
Agreement, Project Implementation Letters will not be used to
amend the text of the Agreement, byt can be used to record
revisions or exceptions which are permjitted by the Agreemont.
including the revigion of elements of the amplified desﬁziption
1

Article B; General Covenantgs

SECTION B.]. Congultation, The Partjeg will Cooperate to )
assure that the burpose of thig Agreement wil} be accomplished,
To this end, the Parties, at the request of either, will exchange
views on the Progress of the Project, the performance of obli-
gations under thig Agreement, the performance of any Consultants,
contractors, or Bupplierg engaged on the Project, ana Other matters
relating to the Project,

SBCTION B.2, Execution of Project. The Grantee will:

»n

8ppropriate for the maintenance and
operation of the Project, and, ag applicable for continuing
activities, Cause the Project to be operated and maintained in
such menner ag to assure the continuing and Successful achigve-
ment of the Purposes of the Project,



'Attidle B: General Covenants (Continued)

SECTION B.3. Utilization of Goods and Services.

(a). Any resources financed under the Grant 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 finapnced under the Grant, 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 Grant will be free from any
taxation or fees imposed under the laws in effect in the
territory of the Grantea.

(b) To the extent that (1) any contractor, including any
consulting firm, any personnel of such contractor financed
under the Grant, and any property or transaction relating to
such contracts and (2) any commodity procurement transaction
financed under the Grant, are not exempt from identifiabls
taxes, tariffs, duties or other levies imposed under laws in
effect in the territory of the Grantee, the Granteo will, as
‘and to the extent provided in and pursuant to Project Inplenen=-
tation Letters, pay or reimburse the same with funds other
than those provided under the Grant.

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

The Grantee will:

(a) furnish A.I.D., K such information and reports relating to
the Project and to this Agreement as A.I.D. may reasonably
raquest; .

(b) maintain or cause to be maintained, in accordance with
generally accepted accounting principles and practices consis-
tently applied, books and records relating to the Project and:
to this Agreement, adequate to show, without limitation, the
receipt and use of goods and services acquired under the Grant.
Such books and records will be audited regularly, in accordance
with generally accepted auditing standards, and maintained for
three years after the date of last disbursement by A.I.D.; such
books and records will also be adequate to show the nature and



: .-‘3.-

fﬁi#iclé B: General Covenants (Continued)

- 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

(¢) afford authorized representatives of a Purty the .
opportunity at all reascnable times to inspect th.e Project, the
utilization of gocds and services financed by such Party, and
books, records, ané other documents relating to the Project and

SECTION B.6. Completeness of Information. The Grantes confirms

(a) that the facts and circumstances of which it has informed
A.I.D., or cause A.I.D. to be informed, in the course of reaching
agreement with A.I.D. on the Grant, are accuratc and completie,
and includ2 all facts and circumstances that might materially
affect the Project and the discharge of responsibilities under
this Agreement;

(b) that it will inform A.I.D. ir timely fashion of any
subsequent facts and circumstances that might materially affect,
or that it is reasonable to believe might go affect, the Project
or tha discharge of responsibilities under this Agreemant.

SECTIOH B.7. Other Paynents. Grantce affirms that no
payments have been or will be received by any cfflcial of the
Grantee in connection with the procurement of goods or sexvices
financed under tha Grant, except fees, taxes, or similar payments
legally established in the country of the Grantee.

SECTION B.3. Information and Marking. The Grantee will
give appropri~te publicity to the Grant and the Project as a
program to which the United States has contributed, identify
the Project site, and mark goods financed by A.I.D., as described
in Project Implementation Letters.

Article C: Procurement Provisions

SECTION C.l. Special Rngs.

(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 timz of shiprent. :

(b} Premiums for marine insurance placed in the territory

of the Grantee will be deemed an eligible Foreign Exchange Cost,
if otherwise eligible under Section C.7(a).
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‘gﬁgéiélé C: Procurement Provisions (Continued)

3  _f(c) Any motor vehicles financed under the Grant will be
-of United States manufacture, except as A.I.D. may otherwise
agree in writing.

(d) Transportation by air, financed under the Grant, of
property or persons, will be on carriers holding United States
certification, to the extent service by such carriera is avail-
able. Details on this requirement will be described in a
Project Implementation Letter.

SECTION C.2. Eligibility Date. No gootls or services mzy
be financed under the Grant which are procu.ed pursuant to
orders or contracts firmly placed or entered into prior to
the date of this Agreement, except as the Parties may other-
wise agree in writing.

SECTION C.3. Plans, Specifications, and Contracts. In
order for there to be mutual agreement cn the fcllowing
matters, and except as the Parties may otherwise agree in
writing:

(a) The Grantee will furnish to A.I.D. upon preparation,

(1) any plans, epecifications, procurement or
construction schedules, contracts, or other documentation
relating co goods or services to be financed undsr 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
likevise be furnished A.I.D. on preparation; ’

(2) such documentation will also be furnished to
A.I.D., upon preparation, relating to any goods or services,
which, though not financed under the Grant, are deemed by
A.1.D. to be of major importance to the Project. Aspects
of the Project involving mattcrs under this subsection (a) (2)
will be identified in Project Implementation Letters;

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

(c) Contracts and contractors financed under the Grant for
engineering and other professional services, for construction
services, and for such other services, equipment or materials
as may be specified in Project Implementation Letters, will be
approved by A.I.D. in writing prior to execution of the contract.
Material modifications in such contracts will also be approved
in writing by A.I.D. prior to execution; and
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Article C: Procurement Provisions (Cortinued)

y (d) Consulting firms used by the Grantee for the Project

‘but not financed under the Grant, 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 Grantee
for the Project but not financed under the Grant, shall be
acceptable to A.I.D.

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

SECTION C.5. Notification 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.I.D. such information
with regard thereto, and at such times, as A.1.D. may request
in Project Implementation Letters.

SECTION C.6. Shipping.

(a) Goods which are to be transported to the territory of
the Grantee may not be financed under the Grant 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.I.D., by written notice to the Grantee has designated
as ineligible; cr (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 financed
under the Grant, 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 Agreemant
entitled "Procurement Source: FPoreign Exchange Costs,” without
prior written A.I.D. approval: or (2) on an ocean vessel which
A.1.D., by written notice to the Grantee, has designated as
ineligible; or (3) under an ocean vessel or air charter which
has not received prior A.,I.D. approval.

(¢) . Unless A.I.D. determines that privately owned United
States-flag commercial ocean vessels are not availabe at fair
and reasonabie 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 linern and tankers)
financed by A.I.D. which may be transported on ocean vessels
will be transported on privately owned United States-flag
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Article C: Procurement Provisions (Continued)

commercial vessels, and (2) at least fifty percent (508) of the
gross freight revenus generated by all shipmenta rinanced by
A.I.D. and transported to the terxritory of the Grantee on dry
cargo liners shall be paid tc or for the benefit of privately
owned United States-Slag commercial vessels. Compliance 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
geparately.

SECTION C.7. .Insurance.

(a) Marine insurance on goods financed by A.I.D. which
are to Be transported to the territory of the Grantee may be
financed as a Foreign Exchange Cost under this Agreenent
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
ccnvertible currency. If the Grantee (or government of Grantee),
by statute, decree, rule, requlation, or practice discriminates
with respect to A.I.D.-financed procurement against any marine
insurance campany authorized to do business in any State of
the United States, then all goods shipped to the territory of
the Grantee financed by A.I.D. hereunder will be insured
against marine risks and such insurance will be placed in the
United States with a company or companies authorized to do a
marine insurance business in a State of the United States.

(b) Bxcept as A.I.D. may otherwise agree in writing,
the Grantee will insure, or cause to bg insured, goods financed
under the Grant imported for the Project against risks incident
to their transit to the point of their use in the Project: such
insurance will be issued on terms and conditions congistent
with sound commercial practice and will insure the full value
of the gocds. Any indemnification received by the Grantee under
such insurance will be used to replace or repair any material
damage or any loseg of the goods ingured or will be used to
reimburse the Grantee for the replacement or repair of such
goods. Any such replacements will be of source and origin of
countrias- 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 Agreenent.

SECTION C.8. U.S. Government-Owned Excess Property. The
Grantee agrees that wherever practicable, Unlte tates Govern-
ment-owned excess personal property, in lieu of new item~
financed under the Grant, should be utilized. Funds under the
Grant may be used to finance the costs of obtaining such property
for the Project.

P
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Article D: Termination; Remedies.

SECTION D.1, Termiration. Either Party may terminate
this Agreement by giving the other Party 30 days written
notice. Termination of this Agreement will terminate any
obligations of the Parties to provide financial or other
resources to the Project pursuant to this Agreement, except
for payment which they are committed to make pursuant to
noncancellable commitments entered into with third parties
prior to the termination of this Agreement. In addition,
upon such termination A.I.D. may, at A.1.D.'s expenge, direct
that title to goods financed under the Grant be transferred
to A.I.D. if the goods are from a source outside Grantee's
country, are in a deliverable state and have not been off-
loaded in ports of entry of Grantee's country.

SECTION D.2. Refunds.

(a) In the case of any disbursement which is not supported
by valid documentation in accordance with this Agreement, or
which is not made or used in accordance with this Agreement,
or which was for goods or services not used in accordance with
this Agreement, A.I.D., notwithstanding the availability or
exercise of any other remedies under this Agreement, mnay
require the Grantee to refund the amount of such disbursement
in U.S, Dollaxrs to A.I.D. within sixty (60) daye after receipt
of a request therefor.

(b) If the failure of Grantee to comply with any of its
obligations underthis Agreement has the result that goods or
services financed under the Grant are nct used effectively in
accordance with this Agreement, A.I.D. may require the Grantee
to refund all or any part of the amovnt of the disbursements
under this Agreement for such goods or services in U.S. Dollars
to A.I.D. within sixty days after receipt of a request therefor.

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

(d) (1) Any reiund under subsection (a) or (b), or (2) any
refund to A.I.D. Zrom a contractor, supplier, bank or other
third party with respect to goods or sarvices financed under the
Grant, which refund relates to an unreasonable price for or
erroneous invoicing of goods or services, or to goods thet did
not conform to specifications, or to services that weze inadquate,
will (A) be made available first for the cost of goods and
services required for the Project, to the extent justified, and
(B) the remainder, if any, will be applied to reduce the amount
of the Grant.



3 A:tic1e D: Termination; Remediec (Coatinued)

(e) Any interest or other earnirgs on Grant . funds
disbursed by A.I.D. to the Grantee urder this Agreement
prior to the authorized use of auch furnds for the Project
will be returned to A.I.D. in U.3. Doilars by the Grantee.

SECTION D.3., Nonwaiver cf Remec .es. No delay in
exercising any right or remedy accru.ng to a Party in
connection with its financing under this Agreement will be
construed as a waiver of such right or remedy.

SECTION D.4. Agsignment. The Grantee agrees, upoa
request, to execute an assigament to A.1.D. of any cause
of action which may accrue to the Grantee in conmnection
with or arising out of the contractual performance or breach
of performance by a party to a direct U.S. Dollar contract
with A.)Y.D. financed in whole or in part out of funds granted
by A.I.D. under this Agreement.
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