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ARTI"I CUI£ III
 

ccrgliticii. Prr.c t1.-:. t Pib e,nent 

Cc.wit Ih'-

to tL.e firbt distrar--r-:,rnt or t;. t -.i ~nc' of the ftrst Letter nf
 
Comit~mnt under the lczei, tht+ li,rrowc".- tihall, except as AID r.W other­
wist agreer in writing, urnitlh to AID ir, for. anl subetance satisfactory
 
to AID: 

SWTION 3.01. o. ,:.t t( Initi& Disburservnt. Prior 

(a) 	 Evidence that t.hi i A,:r,-tt his becri ratified by the National 
Congress of the Iii-public Cf Ptaaguay; 

(b) 	 An opirion of thic Gen-.ral Attorney of Paraguay or of other 
counnal acceptable to AID that this Agreintnt han teen duly 
authorized and 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 all of its terms; 

(c) 	 A statement of the na.s cf the persons holding cr acting in 
the office of the Porn-wrr spncified in Section 8.02, and a 
specimen signature of each person specified in such statement; 

(d) 	 Evidence that the financial and technical assistance to be 
given to the Project by PAHO and by the United Nations Children's 
Fund ("UNICEF") will be available on a timely basis so as to 
permit the proper utilization of the contributions of the
 
Borrower under the Schedule of Financial Contributions referred 
to ii Section 4.02(a) of this Agreement; 

(e) 	Evidence that Borrower has entered into arrangements satisfactory 
to AID (1) for the establishment nf a special adminisrative 
fund 	 account in the naxrc of SEEPA for deposit of the contributions 
of Borrower and the proceeds of this loan, and (2) for the scope
 
and nature of the services of the USPHS Co-Administrator in the
 
admi-nistration and implementation of this Project. 

SECTION 3.02. Terminal Dates for Meeting Conditions Precedent to 
Disbursement. If all of the conditions specified in Section 3,01 shall 
not have been met within ninety (90) days from the date of this Agreement, 
or such later date as AID may agree in writing, AID at its option may 
terminate this Agreement by giving written notice to the Borrower. Upon 
the giving of such notice, this Agreement and all obligations of the 
parties thereunder shall terminate. 

SECTION 3.03. Notification of Meeting of Conditions Precedent to
 
Disbursement. AID shall notify the Borrower upon determination by AID
 
that the conditions precedent to disbursement have been met.
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ARTICLE IV 

General Covenants and ,Jarranties 

SEMOV 4.01. zcution of the Projet 

(a) 	 The Dorrotter shall carry out the Project %4thdue diligence
and efliciuncy, %i sound medical, engineering,and in conformity Ih 
construction, fimncial, and administrativo practices. In this 
connection, the Borro-rcr shall promptly cnter into, and adhere 
to, suitable arranieients v.ith }',dIO for technical assistance 
for the Froject that arc acceptable to ZID. 

(b) The Borro',rcr shall cause the Project to be carried out in con­
formity irith the Plan of Operations that has been approved by 
PM1dand AID, and with all of the other plans, specifications, 
contracts, schedules, and other arrangc~nts, and rith all 
nodifications therein, approved by kID pursuant to this 
Agrement. The Borrower shall not rodify or cancel the Plan of 
Operations without obtaining the prior approval of P11O, AID, 
and U 1ICE'. 

SCTION 4.02. Funds and Resources to be Provided by Borrower. 

(a) 	Borrower shall provide pronptly as needed all funds, in 
addition to the Loan, and all other resources required for the 
punctual and effective carrying out of the Project. In this 
connection, the Borro~ier has prepared, and 'ID has approved, a 
schedule of financial contributions ("Schedule of Financial
 
Contributions") to be rade by Borrowter to S).;PA for the Project 
for the approximately civht-year period during which the Project
ill be implcr-nted. The said financial contributions shall 
be derived from a 1 1/2 percent Social Security Institute (IPS)
 
tax, arising out of the application of Decree Laws 1hubers 
103/56 and 444/67, including the tines of pient established 
therein, ihich W-il be levied during the entire eradication 
program, 1967-1974. Funds destined for the Project i iich have
 
not been spent in one Fiscal Year shall be utilized in those
 
following. The Borrower shall pronptly deliver the proceeds 
of said I.P.S. tax to the Special Administrative Account of 
SJ,.ITA in the Central Bank of Paraguay, iwhich shall act as 
trustee for S,1E1PA. The budgeted 1967 contribution of Borrower 
to the Project has been nade, and to this effect the Borro-,er's 
contribution as budgeted and spent in 1967 is recognized as the 
contributtoen of the Governent of Paraguay to the first year of 
the Project, the Prepwratory Phase. In order that the normal 
developmant of the Project shall not be interrupted during the
 
1972-74 period, the Borroer shall contribute additional 
resources at such times as it may become necessary to do so. 
Borrower shall not modify or cancel the Schedule of Financial 
Contributions, or modify or cancel the arrangements with the 
Central Bank of Paraguay, without obtaining the prior approval
 
of AID. In additin, the Borrmer shall provide such additional
 
funds for the Project, and shall revise the Sched4e of Financial 
Contributiom accordingly, with the prior approval of AID# in the
 
event that the costs of the Project increase.
 



-5­

(b) 	 The Borrower shall provide promptly as needed all funds and all 
other resources required to prevent the reappearance of malaria 
in the territory of Paraguay, in accordance vith the Plan of 
Operations (laintenance Phase) and ith the obligations of the 
Borrower under Section .05 of this Agrermeat. 

SECTIOIJ 4.03. Continuing Consultation. The Borrorer and AID shall 
cooperate fully to assure that the purpose of the Loan will be accomplished. 
To this end, the Borrover shall cooperate fully with the personnel assigned 
by AID to the Project. In addition, Dorrouer and UID shall from time to 
time, at the request of either party, exchange views through their 
representatives with regard to the prolress of the Project, the performance 
by the Borroxer of its obligations under this Agreenent, the performance 
of contractors and suppliers engaged on the Project, and other matters 
relating to the Project. In addition, the Borrorer and lID shall from 
tine to time during the first three years folloiring the final disburoarnnt 
under the Loan, at the reqouest of either party, exchange vieis with 
regard to the performance of the Borrower of its obligations under this 
Agreement, and in particular under Section 4.02(b) and Section 4.05 hereof, 
and other matters relating to the program, bey 'he approxinately eight­
year 	term of the Project, for nalaria eradica, t.r. nd for preventing the 
reappearance of malaria in the territory of Paraguay. In addition, Borrower 
shall coordinate the implcentation of its malaria eradication program 
with those of Brazil, Bolivia, and Argentina in a manner approved by the 
AID advisors. 

SECTION 4,04. lanagcment. The Borrower shall naintain for the 
approximately eight-year term of the Project, or for such other period as 
Borrower and AID may agree, STPA as a separate administrative and technical 
entity within the lKnistry, ith the responsibility for administering and 
implementing the Project. Borrower shall promulgato administrative regulations 
for t,4 operations of S:iZYA, and particularly, shall cooperate in the 
formations of a lialaria Advisory Council and a Persomel Advisory Cornittee, 
all of wich shall be in form and substance satisfactory to AID. 

SZCTIOIJ 4.05. Continuing Obligations of the Borroier. In order to 
assure that the purpose of the Loan will be acconplished, the Borrower 
shall, once the eradication of malaria has been achieved, continue the 
program for preventing the reappearance of malaria in the territory of Pa­
raguay in accordance ,i'th the Plan of Operations. The Borrower shall carry 
out its obligations under this Section in conformity with sound medical, 
engineering, financial and administrative practices and in such manner as to 
insure the continuing and successful achievement of the purpose of the Loan 
which is the complete and permanent eradication of malaria from the
 
territory of Paraguay. 

SECTION 4.06. Taxation. This Agreement, the amount agreed to be 
lent hereunder and any evidences of indebtedness issued in comection 
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herewith shall be free from, and the Principal and interest shall be paid 
without deduction for and free from, any taxation or fees imposed under 
the laws in effect in the country of the Borrower. To the extent that (a) 
all parties to contracts financed hereunder to which the Borrower is a 
party and any property or transactions relating to such contracts, and
 
(b) any commodity procurement transaction financed hereunder, are not 
exempt from taxes, tariffs, duties and other levies imposed under laws in 
effect in the country of the 'orrower, the Borrower shall pay or reimburse 
the same under Section 4 02 of this Agreement with funds other than those 
provided under the Loan. 

SECTION 4.07. Utilization of Goods and Services.
 

(a) 	 Goods and services financed under the Loan shall be used exclu­
sively for the Project, except as AID may otairwise agree in
 
writing. Upon completion of the Project, or at such other time
 
as goods financed under the Loan can no longer usefully be em­
ployed for the Project, the Borrower may use or dispose of such
 
goods in such manner as AID may agree to in writing prior to
 
such use or disposition.
 

(b) 	 Except as AID may otherwise agree in writing, no goods or servi­
ces financed under the Loan shall be used to promote or assist 
any foreign aid project or activity associated with or financed 
by any country not included in Code 935 of the AID Geographic 
Code Book as in effect at the time of such use. 

SECTION 4.08. Disclosure of Yaterial Facts and Circumstances. The
 
Borrower represents and warrants that all facts and circumstances that it
 
has disclosed to AID in the course of obtaining the Loan are accurate and
 
complete, and that it has disclosed to AID, accurately and completely, all
 
facts and circumstances that might materially affect the Project and the 
discharge of its obligations under this Agreement. The Borrower shall
 
promptly inform AID of any facts and circumstances that may hereafter ari­
se that might materially affect, or that it is reasonable to believe might
 
materially affect, the Project or the discharge of the Borrower's obliga­
tions under this Agreement.
 

SECTION 4.09. Comissions, Fees and Other Payments.
 

(a) Borrower warrants and covenants that in connection with obtai­
ning the Loan, or taking any action under or with respect to this 
Agreement, it huss not paid, and will not pay or agree to pay, 
nor to the best of its knowledge has there been paid nor will 
there be paid or agreed to be paid by any other person or enti­
ty, commissions, fees or other payments of any kind, except as 
regular compensation to the Borrower's full-time officers and 
employees or as compensation for bona fide professional, tech­
nical or comparable services. The Borrower shall promptly report 
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to AID any payment or agreement to pay for such bona fide pro­
fessional, technical or comparable services to which it is a par
 
ty or of which it has knowledge (indicating whether such pay­
ment has been made or is to be made on a contingent basis), and
 
if the amount of any such payment is deemed unreasonable by AID, 
the same shall be adjusted in a manner satisfactory to AID. 

(b) Borrower covenants that no payments have been or will be recei­
ved by the Borrower, or any official of the Borrower, in connec­
tion with the procurement of goods and services financed here­
under, except fees, taxes or similar payments legally estab ".­
lished in the country of the Borrower.
 

SECTION 4.10. aintenance and Audit of Records. The Borrower shall 
maintain, or cause to be maintained, in accordance with sound accounting 
principles and practices consistently applied, books and records relating
 
both to the Project and to this Agreement. Such books and records shall,
 
without limitation, be adequate to show: 

(a) 	 the receipt and use made of goods and services acquired with 
funds disbursed pursuant to this Agreement; 

(b) the nature and extent of solicitations of prospective suppliers 
of goods and services acquired;
 

(c) the basis of the award of contracts and orders to successful 

bidders; and
 

(d) the progress of the Project,
 

Such books and records shall be regularly audited, in accordance
 
with sound auditing standards, for such period and at such intervals as
 
AID may require, and shall be maintained for five years after the date of
 
the last disbursement by AID or until all sums due AID under this Agree­
ment have been paid, whichever date shall first occur.
 

SECTION 4.11. Reports. The Borrower shall furnish to AID such in­
formation and reports relating to the Loan and to the Project as AID and
 
USPHS may request. 

SECTION 4.12. Inspections. The authorized representatives of AID 
shall have the right at all reasonable times to inspect the Project, the
 
utilization of all goods and services financed under the Loan, and the
 
Borrower's books, records and other documents relating to the Project and
 
the Loan. The Borrower shall cooperate with AID to facilitate such ins­
pections and shall permit representatives of AID to visit any part of the 
country of the Borrower for any-,purpose relating to the Loan or the pro­
ject. 
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ARTICLE V
 

Procurement
 

SECTION 5.01. Procurement from the United States. Except as AID
 
may otherwise agree in writing, disbursements made pursuant to Section
 
6.01 shall be used exclusively to finance the procurement for the Project 
of goods and services, including ocean shipping and marine insurance, ha­
ving 	both their source and origin in the United States of America. 

SECTION 5.02. Procurement from Paraguay. Disbursements made pursu­
ant to Section 6.02 shall be used exclusively to finance the procurement 
for the Project of goods and services having both their source and origin 
in Paraguay. 

SECTION 5.03. Eligibility Date. Except as AID may otherwise agree 
in writing, no goods or services may be financed under the Loan which are 
procured pursuant to orders or contracts firmly placed or entered into 
prior to the date of this Agreement. 

SECTION 5.04. Goods and Services not Financed Under Loan. Goods 
and services procured for the Project, but not financed under the Loan, 
shall have their source and origin in countries included in Code 935 of 
the AID Geographic Code Book as in effect at. the time orders are placed 
for such goods and services. 

SECTION 5.05. Implementation of Procurement Requirements. The de­
finitions applicable to the eligibility requirements of Sections 5.01, 
5.02 and 5.04 will be set forth in detail in Implementation Letters.
 

SECTION 5.06. Plans, Specifications and Contracts. 

(a) 	 Except as AID may otherwise agree in writing, the Borrower shall 
furnish to AID, promptly upon preparation, all plans, specifica­
tions, construction schedules, bid documents and contracts rela­
ting to the Project, and any modifications therein, whether or 
not the goods and services to wiLich they relate are financed 
under the Loan. 

(b) 	 Except as AID may otherise agree in writing, all of the plans, 
specifications and construction shedules furnished pursuant to 
sub-section (a) above shall be approved by AID in writing. 

(c) 	All bid documents relating to goods and services financed under 
the Loan shall be approved by AID in writing prior to their 
issuance. All plans, specifications and other documents relating 
to goods and services financed under the Loan shall be in terms of 

standards and measurements adoqut- to the 
t... -: pr '.- "- AID. 

(d) The following contracts financed under the Loan shall be appro­



-9­

ved by AID in writing prior to their execution: 
(i) 	 contracts for engineering and other professional services, 
(ii) 	contracts for construction services,
 

(iii) contracts for such other services as AID may specify, and 
(iv) contracts for such eouipment and materials as AID may specify. 

In the case of any of the above contracts for services, AID shall also appro­
ve in writing the contractor and such contractor personnel as AID may specir. 
fy. IMaterial modifications in any of such contracts and changes in any of 
such personnel shall also be approved by AID in writing prior to their be­
coming effective.
 

SECTION 5.07. Reasonable Price. No more than reasonable prices shall 
be paid for any goods or services financed, in whole or in part, under the 
Loan. Such items shall be procured on a fair and, except for professional 
services, on a competitive basis in accordance with procedures therefor 
prescribed in Implementation Letters. 

SECTIM 5.08. Employment of Mird Country 0iationals under Construction 
0ntracts. The employment of personnel to perform services under construc­
tion contracts financed under the Loan shall be subject to requirements with 
respect to third country nationals prescribed in Implementation Letters. 

SECTION 5.09. Shipping and Insurance. 
(a) 	 Goods procured from the United States and financed under the Loan 

shall be transported to the country of the Borrower on flag car­
riers of any country included in Code 935 of the AID Geographic Co­
de Book as in effect at the time of shipment.
 

(b) 	At least fifty percc it (50%) of the gross tonnage of all goods 
procured from the United States and financed under the Loan (com­
puted separately for dry 1.ulk carriers, dry cargo liners and tan­
kers) which shall be transported on ocean vessels shall be trans­
ported on privately-owned United States-flag commercial vessels. 
No such goods may be transported on any ocean vessel (or aircraft) 
(i) which AID, in a notice to the Borrower, has designated as ine­
ligible to carry AID-financed goods or (ii) which has been charte­
red for the carriage of AID-financed goods unless such charter has 
ben approved by AID. 

(c) 	 If in connection with the placement of marine insurance on ship­
ments financed under United States legislation authorizing assis­
tance to other nations, the country of the Borrower, by utatute, 
decree, rule or regulation, favors any marine insurance company 
of any country over any mirine insurance company authorized to do 
business in any state of the United States of America, goods pro­
cured from the United btates and financed under the Lonn shall 
during the continuance of such discrimination be insured apainst 
marine risk in the United States of America with a company or om-. 
panics authorized to do a marine insurance business in any state 
of the United States of America. 

(d) 	 The Borrower shall insure, or cause to be insured, all goods 
procured in the United States and financed under the Loan 
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against risks incident to their transit to the point of their 
use in the Project. Such insurance shall be issued upon the 
terms and conditions consistent with sound commercial practice, 
shall insure the full value of the goods, and shall be payable 
in the currency in which such goods were financed. Any indemni-­
fication received by the Borrower under such insurance shall be 
used to replace or repair any raterial damage or any loss of the 
goods insured or shall be used to reimburse the Borrower for the 
replacement or repair of such goods. Any such replacements shall 

be of United States source and origin and otherwise subject to 
the provisions of this Agreement. 

SECTION 5.10. Notification to Potential Suppliers. In order that
 
all United States firms shall have the opportunity to participate in fur­
nishing goods and services to be financed under the Loan, the Borrower 
shall furnish to AID such information with regard thereto, and at such ti­
mes, as AID may request in Implementation Letters.
 

SECTIO1 5.11. United States Government-Owned Excess Property. The 
Borrower shall utilize, with respect to goods financed under the Loan to 
which the Borrower takes title at the time of procurement, such recondi­
tioned United States Government-owned Excess Property as may be consistent 
with the requirements of the Project and as may be available within a rea­
sonable period of time. The Borrower shall seek assistance from AID and 
AID will assist the Borrower in ascertaining the availability of and in 
obtaining such Ex'.ess Property. AID will make arrangements for any neces­
airy inspection or such property by the Borrower or its representative. 

The costs of inspection and of acquisition, and all charges incident to 
the transfer to the Borrower of such Excess Property, may be financed un­
der the Loan. Prior to the procurement of any goods, other than Excess 
Property, financed under the Loan and after having sought -ach AID assis­
tance, the Borrower shall indicate to AID in writing, on the basis of in­
formation then available to it, either that such goods cannot be made a­
vailable from reconditioned United States Goverrnment-owned Excess Proper­
ty on a timely basis or that the goods that can be made available are not 
technically suitable for use in the, Project. 

SECTION 5.12. InforrsAtion aryi Rarking. Bob'rower shall give publici­
ty to the Loan and the Project as a progrzi of United States aid in fur­
therance of the Alliance for P'rogress, identify the Project site, and 
mark goods financed aryltr the Loan, a!; prescribed in Inplermnmtation Let­
ters. In addition, all clothing provided by ShIEPA to personnel working on 
the Project shall have Alliance For Progress markings satisfactory to AID. 
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ARTICLE VI 

Disbursements 

SECTION 6.01. Disbursements for United States Dollar Costs - Letters 
of Commitment to United States Banks. Upon satisfaction of conditions pre 
cedent, the Borrower may, frora time to time, request AID to issue Letters 
of Conmitiment for specified amounts to one or more United States banks, 
satisfactory to AID, commiting AID to reimburse such bank or banks for 
payments made by them to contractors or suppliers, through the use of 
Letters of Crrdit or otherwise, for Dollar Costs of goods and services 
procured forj t.he Project in accordance with the terms and conditions of 
this Agreement Payment by a bank to a contractor or supplier will be ma­
de by the bank apon presentation of such supporting documentation as AID 
may prescribe in Implementation Letters. Banking charges incurred in con­
nection with Letters of Commitment and Letters of Credit shall be fir the
 
account of the Borrower and may be financed under the Loan.
 

SECTION 6.02. Disbursements for Local Currency Costs. Upon satis­
faction of conditions precedent, and upon submission to AID by Borrower 
of such decumentation as AID may prescribe in Implementation Letters, AID 
shall disburse to Borrower the local currency equivalent of two hundred 
thousand United States Dollars ($200,000) as an initial advance for Local 
Currency Costs of goods and services for the Project. Thereafter, at in­
tervals of approximately three (3) months (or at such earlier times as AID 
may deem necessary for the effective iinplementation of the Project), and
 
upon submission to AID by Borrower of such documentation as AID may pres­
cribe in Implementation Letters, including satisfactory evidence that
 
Borrower has continued to mcke contributions to SP' .EPA for the Project in 
accordance with the Schedulc of Financial Contributions referred to in 
Section 4.02(a), AID shrLl disburse to Borrower Local Currency Costs of 
goods and services for the Project an amount in local currency sufficient 
to raise thc unexpended balance of disbursed AID funds with the Borrower 
to the loc%1 currency equivalent of approxinately two hundred thousand 
United States Dollars (,200,000). AID, at its option, may mike such dis­
bursoments from currency of the country of the Borrower owned by the U;S. 
Coverr.vnt and obtained by AID with United LM'ttosdollaro, or obtained 
with United Stattes dollirs in accord-nce with the provisions of the Spe­
cial Itter of Cr.lit Implementation lcor'mdun dated July 20, 1965 be­
tween Borrow(r, AID, .nd 1linco Central del P-raguay, as .rand.-ed from tire 
to time. 7h United "tLtes dollar a-m.ount of the Loan disbursed under this 
Section will i to 'ur.int of United t, dollarn required by AID to ob­
tMi tho ciirr.'r(- of the cwintry of tUit Borrower. 

8.C'TI ( ).J . .(; L " FOl'rl. of Di ,ir:w,:-.nt. )i!+ sr:w-mvnt5 of the 
L'oan1 I.-VLy F In 1",br.tic thr' up,) riu L in-t! n a te lkrwc riand AllD zrUy 
ngrei t) In writing. 

'i;TIF ( 6.01.. D t" of ti :dtro,.tnt. Itrner-gnts by All) ih&U bo 

deemod to occur, (%) Ini Umn came of dinbrno,jnt ja.rtunnt to Section 6.01, 



.~4).
...
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ARTICLE VII
 

Cancellation and Suspension
 

SETION 7.01. Cancellation by the Borrower.. The Borrower ma', with
 
the prior written consent of A.I.D., by written notice to A.I.D. cq=ncel 
a&r part of the Loan (i) which, prior to the giving of such notice; A.I.D. 
has not dirbursed or conrLitted itself to disburse or (ii) which has not 
then been utilized through the issuance of irrevocable Letter of Credit or 
through bank payments made other than under irrevocable Letters of Credit. 

S&XTIDN 7.02. Events of Default: Acceleration. If any one or more of 
the followin , events ("'ventz of Default") shall occur: 

(a) 	The Borrower Sha]l have failed to pay when due any interest or
 
installnent of Principal required under this Agreement; 

(b) 	Tie Borrower shall have failed to comply with any other provision 
of this Agru.t,-nt, including, but without limitation, the obliga­
tion o carry out the Project with due diligmae and efficiency; 

(c) 	 The Borrower smill have failed to pay when due any interest or 
any irstllnrnt of principil or any other payment required under 
any other loai. agreezent, any guaranty agreement, or any other 
aere'tnt between the Borrower or any of its agencies and A.I.D. 
or ,uiy of itn predecessor agencies; 

tMn A.I.D. mty, uti its option, give to the Borrower notice that all or 
ny part of th,- uiir1.itd 1Prirwi pil shall be due and payable sixty (60) days 

thereaftor, tvid, unlo-,o the Event of Default is cured within such sixty 
(60) dAyn; 

(i) 	 tvich uVr,|.-dd rirxcipil and aniy ;iccruod interest hereunder shall 
te u ;lible andvi,, y J= diately, 

(Ii) th, w-lurL of ioV fuit2,Atr dizbur.nerTnts made under then out­
!.i -:oIy,W'. IA ttC1rs Credit otherwiselrvoct) of or shall became 

due WtIn iy.dl, h. sroon as ma'I(. 

34,"NUIG ' .O. r of I)ilub';nonts. In the event that at any 

(4) 	At- hVrnt of bf'itult has occurred; 

(b) 	 A kI.viit occur:, that AID determines to be an extraordinary 
nituktin thit maken it inprobable either that the purpose of the 
|hm will b, att:mlned or that the Borrower will be able to perfom 
Itn otlipationri uryier thin Agreement; 

(c) 	A:y diribnrn,irent would be in violation of the Legislation governimg 
AID; or 
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(d) The Borrower shall have failed to pay when due any interest or 
any installment of principal or any other payment required under 
any other loan agreement, any guaranty agreement or any other 
agreement between the Borrower or any of its agencies and the 
Government of the United States or any of its agencies; 

then 	AID may, at its option: 

(i) 	 Suspend or cancel outstanding commitment documents to the extent 
that they have not been utilized through the issuance of 
irrevocable Letters of Credit or through bank payments made other 
than under irrevocable Letters of Credit, in which event AID shall 
give notice to the Borrower promptly thereafter, 

(ii) 	 Decline to make disbursements other than under outstanding
 
commitment documents,
 

(iii) Decline to issue additional commitment documents, and 

(iv) 	 At AID's expense, direct that title to goods financed under the 
Loan shall be transferred to AID if the goods are from a source 
outside the country of the Borrower, are in a deliverable state 
ar have not been coffloaded in ports of entry of the country of 
the Borrower. Any disbursement made or to be made under the Loan 
with respect to such transferred goods shall be deducted from 
Principal. 

SECTION 7.04. Cancellation by AID. Following any suspension of 
disbursements pursuant to Section 7.03, if the cause or causes for such 
suspension of disbursements shall not have been eliminated or corrected 
within ninety(90) days from the date of such suspension, AID may, at its 
option, at any time or times thereafter, cancel all or any part of the 
Loan that is not then either disbursed or subject to irrevocable Letters of 
Credit. 

SECTION 7.05. Continued Effectiveness of Agreement. Notwitbstanding 
any cancellation, suspension of disbursement or acceleration of repayment, 
the provisions of this Agreement shall continue in full force and effect 
until the payment in full of all Principal and any accrued interest hereunder. 

SECTION 7.06. Refunds. 

(a) In the case of any disbursement not supported by valid documentation 
in accordance with the terms of this Agreement, or of any disbursement not 
made or used in accordance with the terms of this Agreement, AID notwith­
standing the availability or exercise of any of the other remedies provided 
for under this Agreement, may require the Borrower to refund such amount in 
United States dollars to AID within thirty (30) days after receipt of a 
request therefor. Such amount shall be made available first for the cost of 
goods and services procured for the Project hereunder, to the extent justified; 
the remainder, if any, shall be applied to the installments of Principal in 
the inverse order of their maturity. Notwithstanding any other provision in 
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this Agreement, AID's right to require a refund with respect to 
any disbursement under the Loan shall continue for five (5) years 
following the date of such disbursement. 

(b) In the event that AID receives a refund from any contractor, sup­
plier, or banking institution, or from any other third party con­
nected with the Loan, with respect to goods or services financed 
under the Loan, and such refund relates to an unreasonable price 
for goods or services, or to goods that did not conform with spe­
cifications, or to services that were inadequate, AID shall first 
make such refund available for the cost of goods and services 
procured for the Project hereunder, to the extent justified, the 
remainder to be applied to tiae installments of Principal in the 
inverse order of their maturity.
 

SECTION 7.07. Expenses of Collection. All reasonable costs incurred
 

by AID, other than salaries of its staff, in connection with the collection
 

of any refund or in connection with amounts due AID by reason of the occur­

rence of any of the events specified in Section 7.02 may be charged to the
 

Borrower and reimbursed so AID in such manner as AID may specify.
 

SECTION 7.08. Non-Waiver of Remedies. No delay in exercising or 

omission to exercise any right, power, or remedy accruing to AID under this 
Agreement shall be construed as a waiver of any of such rights, powers or 

remedies. 
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ARTICLE VIII
 

Miscellaneous
 

SECTION 8.01. Conmunications. Any notice, request, document or other 
communication given, nade or sent by the Borrower or AID pursuant to this 
Agreement shall be in writing or by telegram, cable or radiogram and shall 
be deemed to have been duly given, made ot sent to the party to whi..h it is 
addressed when it shall be delivered to such party by hand or by mail, 
telegram, cable or radiogram at the following addresses: 

TO BORROWER: 

Mail Address: Ministerio de Salud Pdblica y 
Bienestar Social 
Avenida Pettirossi y Brasil 
Asuncion, Paraguay 

Cable Address: NINSALUD 

Asuncion, Paraguay 

TO AID: 

Mail Address: United States AID Mission 
c/o United States Embassy 
Asuncion, Paraguay 

to Paraguay 

Cable Address: USAID/Paraguay 
AmEmbassy 
Asuncion, Paraguay 

Other addresses may be substituted for the above upon the giving of notice. 
All notices, requests, cormiunications and documents submitted to A0l) here­
under shall be in English and Spanish, e- :ept as AID may otherwise agree 
iii writing. 

SECTION 8.02. Representatives., For all purposes relative to this 
Agreement, the Borrower will be represented by the individual holding or 
acting in the office of Minister of Public Health and Social Welfare and 
AID will be represented by the individual holding or acting in the office 
of the Mission Director. Such individuals shall have the authority to 
designate by written notice additional representatives. In the event of 
any replacement or other designation of a representative hereunder, Borrower 
shall submit a statement of the representative's name and specimen 
signature in form and substance satisfactory to AID. Until receipt by AID 
of written notice of revocation of the authority of any of the duly 
authorized representatives ef the Borrower designated pursuant to this 
Section, it may accept the signature of any such representative or 
representatives as conclusive evidence that any action effected by such 
instrument is duly authorized, 

SECTION 8.03. Implementation Letters. AID shall from time to time 
issue Implementation Letters that will prescribe the procedures applicable 
hereunder in connection with the implementation of this Agreent. 
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SECTIW 8.04. Promissory Notes. At such time or times as AID may 
request, the Borrower shall issue promissory notes or such other evidences 
of indebtedness with respect to the Loan, in such form, containing auch 
terms and supported by such legal opinions, as AID may reasonably request. 

SECTION 8.05. Termination Upon Full Payment. Upon payment in full 
of the Principal and of any accrued interest, this Agreement and all obli­
gations of the Borrower and AID under this Agreement shall terminate. 

IN WITNESS IHEREOF, Borrower and the United States of America, each 
acting through its respective duly authorized representative, have caused 
this Agreement to be signed in their nams and delivered as of the day and 
year first above written. 

THE REPUBLIC OF PALRAGUAY 

By:__________ 
Dr. Dionisio Gonzales Torres 

Title:Minister 	of Public Health and Social 
Ilelfare 

By:_________ 	 _ 
Gral. D.I.M. Cesar Barrientos 

Title: Minister of Finance
 

UrITED STATES OF AIIERICA 

By:__________
Peter M. Cody 

Title: Director, USAID/Paraguay 



ANNEX I 

Description of Project 

A& 	The Project involves an eight-year malaria eradication program designed 
to stop transmission of malaria and find and cure the final cases of 
the disease within the borders of Paraguay. 

Bb 	 This program is based upon the Plan of Operations prepared by the 
Government of Paraguay in 1964, as revised and expanded in accordance 
with data provided in the reports of the malaria eradication service 
during 1965, 1966, and 1967, and in the AID Intensive Review Report. 
The 	 schedule for the program is as follows: 

l. 	Preparatory Phase, one year (already 65% completed): delineation 
of malaria transmission area; identification of vectors; census 
of population and mapping of all dwellings in the malarious areas; 
recruitment and training of personnel; procurement of equipment 
and supplies; organization of administration; etc.; 

2. 	 Attack Phase, four years: twice-annual spraying of all dwellings in 
malarious areas with DDT; establishment of a system for case-finding 
and 	treatment;
 

3. 	 Consolidation Phase, three years: intensification of case-finding 
and treatment procddures; careful surveillance to determine that 
transmission is not re-established; emergency spraying when 
necessary; gradual turn-pver of these functions to Ministry of 
Public Health and Social Welfare. 

C. 	 The Project will be carried out by the Paraguayan National Malaria 
Eradication Service (SENEPA) a separate administrative and technical 
entity within the Ministry of Public Health and Social Welfare. 
SENEPA ill receive commodities from UICEF and commodities and 
technical advisory assistance from PAHO under a tri-partite agreement, 
and technical and administrative assistance from AID (USPfS-PASA), 
in addition to the loan funded financial assistance from AID during 
the Preparatory and Attack phases which is the subject of this Loan 
Agreement. 


