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LOAN AGREEMENT

Agreement dated the qt-!\ day of I 'qq,
between the IMPERIAL ETHIOPIAN GOVERNMENT ('Borrower") and the

UNITED STATES OF AMERICA, acting through the AGENCY FOR INTERNATIONAL

DEVELOPMENT ('A.1.D.").

ARTICLE 1
The Loan

SECTION 1.01. The Loan. A.I.D. agrees to lend to the
Borrower pursuant to the Foreign Assistance Act of 1961, as amended,
an amount not to exceed Three Million Seven Hundred Thousand United
States Dollars ($3,700,000) ("Loan") to assist the Borrower in carrying
out the Project referred to in Section 1.02 ("Project"). The Loan
shall be used exclusively to finance foreign exchange costs of goods
and services required for the Project ("Foreign Exchange Costs") and
local currency costs of goods and services required for the Project
("Local Currency Costs"). Except as A.I1.D, may otherwise agree in
writing, the amount of the Loan used to finance the Local Currency Costs
shall not exceed the equivalent of Two Million Two Hundred Thousand
United States Dollars ($2,200,000). The aggregate amount of disbursements
under the Loan is hereinafter referred to as "Principal."

SECTION 1.02, The Project. The Project shall consist of the
construction, equipping and supervision of construction of dormitories and
a cafeteria/auditorium at the Addis Ababa campus of the Haile Selassie 1
University ("HSIU") and a dormitory and classroom building at the Alemaya

campus of HSIU. The Project is more fully described in Annex 1 hereto,
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the specific details of which may be modified by written agreement of

Borrower and A.I.D.

SECTION 1.03. Borrower's Contribution. As its dontribution

to the Project, Borrower shall provide promptly as needed, in addition
to the Loan, mot less than the equivalent of One Million United States
Dollars ($1,000,000) or twventy-five percent (25%) of the Total Costs of
the Project whichever is greater, and nll other resources and funds
required for the punctual and effective carrying out of the Project.
Borrower's contribution shall be made pari passu with Local Curreacy
disbursements hereunder,

SECTION 1.04. Use of Funds Generated by Other United States

Assistance. The Borrouwer shall use for the Project, in lieu of any
United States dollars that would otherwise be disbursed under the Loan

to finance the Local Currency Costs of the Project, any currencies other
than United States dollars that may become available to the Borrower
after the date of this Agreement in connection with assistance (other
than the Loan) provided by the United States of America to the Borrower
tp the extent and for the purposes that A.I.D. and the Borrower may agree
in writing. Any such funds used for the Project shall reduce the amount
of the Loan (to the extent tﬁat it shall not then have been disbursed) by
an equivalent amount of United States dollars computed, as of the date
of the agreement between A.I.D. and the Borrower as to the use of

such funds, using the most favorable exchange rate to the dollar then
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ARTICLE 1I
Loan Terms

SECTION 2.01. Interest. The Borrower shall pay to A.1.D.
interest which shall accrue at the rate of two percent (2%) per annum
for ten years following the date of the first disbursement hereunder
arc at the rate of three percent (3%) per annum thereafter on the out-
standing belance of Principal and on any due and unpaid interest.
Interest on the outstandirng balance shall accrue from the date of each
respective disbursement (as such date is defined in Section 6.04), and
shall be computed on the basis of a 365-day Year. Interest shall be
payablb semiannually. The first payment of interest shall be due and
payable no later than six (6) months after the first disbursement here-
under, on a date‘tq be specified by A.I.D.

'BECTION 2.02. Repayment. The Borrower shall repay to A.I.D.
the Principal within forty (40) years from the date of the first
disbursement hereunder in sixty-one (61) approximately equal semiannual
installments of Principal and intercst. The first installment of Prin-
c¢ipal shall be payable nine and one~half (9}) years after the date on
which the first interest payment is due in accordance with Section 2.01.
"A.1.D. shall provide the Borrower with an amortization schedule in
;ccordance with this Section after the final disbursement under the Loan,

BECTION 2,03, Application, Currency, and Place of Payment.

All payments of interest and Principal hereunder shall be made in
United States dollars ani shall be applied first to the payment of

interest due and then to the repayment of Principal. Except as A.I.D.
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may- otherwise specify in writing, all such payments shall be made to
the order of the "Agency for Internationsl Develdbnent" and shall be
dewmed patd wbon received by the USAID/Ethiopia, Addis Ababa.

SECTION 2.,04. Prepayment. Upon payment of all interest and
refunds then due, the Borrower may prepay, without penalty, all or nny
part of the Principai. Any such prepayment shall be applied to the
installments of Principal in the inverse order of their maturity.

S8ECTION 3.05. Rqugotiation of the Terms of the Loan.

The Borrower agrees to negotiate with A.I1.D., at such time or times as
A.1.D. may request, an accelerafion of the repayment of the Loan in
the event that there is any significant improvement in the internal

and external economic and financial position of Ethiopia.

ARTICLE I11

Oonditions Precedent to Disbursement

SECTION 3.01. Conditions Precedent to Initial Disbursement.

Prior to the first disbursement or to the issuance of the first Letter
of Commitment under the Loan, the Borrower shall, except as A.1.D. may
otherwise agree in writing, furnish to A.I.D. in form and .substance
satisfactory to A.1.D.:

(a) An opinion of the Minister of Justice of Ethiopia or
of other counsel acceptable to A.I.D., that this Agreement has been
duly authorired and/or ratified by, and executed on behalf of, the
Borrower, and that it constitutes a valid and legally binding obligation

02 the Borrower in acocordance with all of its terms;

/
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(b) A statement of the names of the persons holding or acting
in the office of the Borrower specified in Section q.oz, and a specimen
eignature of each person specificd in such etatement;

(c) A description of arrangements to be made by Borrower to
assure that its funds to be provided under Section 1.03 will be
available on a timely basis, when and as needed, to finance contracts
for goods and services for the Project;

(d) Plans and specifications, bid documents, cost estimates,

" and time schedules for carrying out the Project;

(e) An executed contract for construction services for the
Project acceptable to A.I.D. with a firm acceptable to A.I.D.;

(£) An executed contract for supervisory engineering services
for the Project acceptable to A.I.D. with a firm acceptable to A.I.D.; and

(g) BSuch other documents as A.I.D. may reasonably request.

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 180 days from the date of this Agreement, or
sugh later date as A.I.D. may agree to in writing, A.I.D., at its
option, may terminate this Agreement by giving written notice to the
Borrower. Upon the giving of such notice, this Agreement and all obli-
gations of the parties hereunder shall terﬁinnte.

SECTION 3.03. Notification of Meeting of Conditions Precedent

to Disbursement. A.I.D. shall notify the Borrower upon determination

by A.1.D. that the conditiona precedent to disbursement specified in
Section 3.01 have been met.

X Mo Tavzssy
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ARTICLE IV

General Covenants and Warranties.

SECTION 4.01. Execution of the Prq{pet.

(a) The Borrower shall carry out the Project with due diligence
and efficiency, and in conformity with sound engineering, construction.:

financial and administrative practices.

In this connection, the Borrower shall at all times employ suitably
qualified and experienced consultants to be professionally responsible
for the design and execution of the Project and suitably qualified and
competent comstruction contractors to carry out the Project.

(b) The Borrower shall cause the Project to be carried out in
conformity with all of the plans, specifications, contracts, schedules,
and other arrangements, and with all modifications therein, approved by
A.I.D. pursuant to this Agreement.

SECTION 4.02. Funds and Other Resources to be Provided by
Borrower. The Borrower shall provide promptly as needed all funds, in
addition to the Loan, and all other resources required for the punctual and

effective maintenance, repair and operation of the Project.

SECTION 4.03. Continuing Consultation. The Borrower and A.I.D.
shall cooperate fully to assure that the purpose of the Loan will be
accomplished. To this end, the Borrower and A.I.D. shall from time to
time, at tﬁe request of either party, exchange views through their represent-
atives with regard to the progress of the Project, the performance by the

Borrower 0f its obnntton under th:ls Agreement, the performance of the

-8~
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consultants, contractors, and suppliers engaged on the Project, and other
matters relating to the Project.

SECTION 4.04. lnn;goment. The Borrower shall provide qualified
and experienced management for the Project and 1t shall train such staff
as may be appropriate for the maintenance and operation of the Project.

| SECTION 4.05. Operation .and Maintenance. The Borrower shall
operate, maintain, and repair the Project in conformity with s;und enginoer-
ing, financial and administrative practices and in such manner as to
insure the continuing and successful achievement of the purposes of the
Project.

SECTION 4.068. Taxation. Borrower warrants that this Agreement
and the amount agreed to be lent hereunder shall be free from, and the
Principal and interest shall be paid without deduction for and free from,
any taxation or fees imposed under any laws in effect within Ethiopia.

No taxes, tariffs, duties or other levies of any nature whatsoever

imposed under any laws in effect in Ethiopia may be financed hereunder.

To the extent that (a) any contractor financed hereunder, and any property
or transactions relating to such contracts and (b) any commodity procure-
ment transaction financed hereunder, are not exempt from identifiable
'taxea (other than taxes in the nature of income taxes), tariffs, duties,
and other levies imposed under laws in effect-in Ethiopia, the Borrower
shall, as and to the extent presecribed in and pursuant to Inplpnentation

Letters, pay or reimburse the same under Section 1.03 of this Agreement

with funds other than those provided under the mﬁ/l
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SECTION 4.07. Utilization of Goods and Services.

(e¢) Goods and services financed under éhe Loan shall be used
exclusively for the Project, except as A.1.D. may otherwise agree in
writing.

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

SECTION 4.08. Disclosure of Material Facts and Circumstances.

The Borrower represents and warrants that all facts and circumstances that
it has disclosed or caused to be disclosed to A.I.D. in the course of
obtaining the Loan are accurate and complete, and that it has disclosed

to A.1.D., 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 A.I.D. of

any facts and circumstances that may hereafter arise that might materially
affect, or that it is reasonable to believe might materially atfect, the
Project or the discharge of the Borrower's obligations under ghiu Agreenment.

SECTION 4.09. Commissions, Fees, and Other Payments.

(a) Borrower warrants and covenants that in connection with
obtaining the Loan, or taking any action under or with respect to this
Agreement, it has 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 entity, commissions, fees

or other payments of any kind, except as regular compensation to the

G~ TADESSE
MINISTBR



Borrower's full time officers and employees or as compensation for
b&n; fide professional, technical, or comparable a;rvicea. The Borrower
shall promptly report to A.1.D. any payment or agreement to pay for
aqgh,bonl fide profésblonll, technical, or comparable services to which
it 1s a party or of which it has knowledge (indicating whether such
payment has been made or is to be made on a contingent basis), and if
the amount of any such payment is deemed unreasonable by A.1.D., the
same shall be adjusted in a manner satisfactory to A.l.D.

(b) The Borrower warrants and covenants that no payments
have been or will be received by the Borrower, or any official of the
Borrower, in connedtion with the procurement of goods and services
financed hereunder,'except fees, taxes, or similar payments legally
established in the country of the Borrower.

S8ECTION 4.10. Vaintenance and Audit of Records. The Borrower

shall mgintain, or cause to be maintained, in accordance with sound
accounting pPrinciples and practices consistently applied, books and
records relating both to the Project and to thislAgreement. Such
books and recbrds shall, without limitation, be adequate to show:
(a) the receipt and use made of goods and services
acquireq 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 ﬁvard of contracts and orders to

successful bidders; and
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(d) the progress of the Project.

Such books and records shall be regularly audited, in fccordunco
with sound auditing standards, for such period and at such intervals as
A.I1.D. may require, and shall be maintained for five years after the
date of the last diabpraementa by A.I.D. or until all sums due A.I.D.
unde; this ..greement have been paid, whichever date shall first occur.

SBECTION 4.11. Reports. The Borrower shall furnish té A.1.D.
such information and reports relating to the .ioan and to the Project as
A.1.D. may request.

BECTION 4.12. Inspections. The authorized representatives,
of A.I1.D. shall have the right at all reasonable timez 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 A.I.D. to
facilitate such inspections and shall permit representatives of A.I.D.
to viesit any part of the country of the Borrower for any purpose relating
to the Loan.

SECTION 4.13, Investment Guaranty Project Approval by Borrower.

The Borrower agrees that the construction work to be financed under this
Agreement is a project approved by the Borrower pursuant to the Agreement
between the Imperial Ethiopian Government and the Un'ted States of

America on the subject of investment guaranties, and no further approval

by the Imperial Ethiopian Government shall be required to permit A.I.D.
under that Agreemeat to issue investuent guaranties covering a oontractor's

investment in that proj::ct.




ARTICLE V
Procurement

SECTION 5.01. Procurement of Goods and Services. Except as

A.1.D. may otherwise agree in writing, disbursements made pursuant to
Section 6.01, except those for marine insurance and good procured
purguant to seétiop 8.12, shall be used exclusively to finance the
procurement for the Project of goods and services having both their
source and origin in countries included in Code 841 of the A.I.D. Geo-
graphic Code Book a8 in effect at the time orders are placed or contracts
are entered into therefor. Ocean shipping shall qualify for financing
under the Loan provided the vessel furnishing the transportation service
18 regittered in a country included in Code 941 of the A.I1.D. Geographic
Code Baok as in effect at the time of shipment.

SECTION 5.02. Procurement from Ethiopia. Disbursements made

pursuant 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 Ethiopia.

SECTION 5.03. Eligibility Date. Except as A.1. D. 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 July 1, 1971.

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 A.I.D. Geographic Code Book as in effect at the time orders
are placed for such goods and services.

e /N L~

MAMMO
MINMSTRR



SECTION 5.05. Implementation of Procuroment Requirements.
The definitions applicable to the eligibility requirements of Sections
5.01, 8.02 and 5.04 will be set forth in detail in Implementation Letters.

SECTION 5.06. Plans, Specificaticas, and Contracts.

(a) Except as A.1.D. may otherwvise agree in writing, the
Borrower shall furnish to A.I.D. pfomptly upon preparation, all plans,
specifications, gonstruction schedules, bid documents, and contracts
relating to the Project, and any modifications therein, whether or not
the goods and services to which they relate are f#inanced under the Loan.

(b) Except as A.I.D. may otherwise agree in writing, all of
the plans, specifications, and construction schedules furnished
pursuant to subsection (a) above shall be approved by A.I.D. in writing.

(c) All bid documents and documents related to the solicita-
tion of proposals relating to goods and serviOes financed under the
Loan shall be approved by A.I.D. in writing prior to their issuance.
All plans, specifications, and other documents relating to goods and
gservices financed under the Loan shall bein terms of United States
standards and measurements, except as A.I.D. may otherwise agree in
writing.

(d) The following contracts financed under the Loan shall
be approved by A.I.D. in writing prior to their executiqn:

(1) contracts for engineering and other'profoasionll
services,
(i1) contracts for comstruction sorvices,
(iii) contracts for such equipment and materials as
A.J.D. may specify.

’
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In the case of any of the above contracts for services, A.I.D. shall
also approve in writing the contractor and such contractor personnel as
A.1.D. may specify. Material modifications in any of such contracts

and changes in any of such personnel shall also be approved by A.1.D. in
writing prior to their becoming effective.

(e) Consulting firms used by the Borrower for the Project but
not financed under the Loan, and the scope of their aervigea, and
construction contractors used by the Borrower for the Project but not
financed under the Loan shall be acceptable to A.1.D.

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, as more fully described in Implementation Letters. 8uch
items phall be procured on a fair and, except for professional services,
on a competitive basis in accordance with procedures therefor prescribed
in Implementation Letters.

SECTION 5.08. Employment of Third-country Nationals under

Construction Contracts. The employment of personnel to perform services

under construction 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 Code 941 countries and financed under
the Loan shall be transported to the country of the Borrower on flag
carriers of any country included in Code 935 of the A.1.D. Geographic
. Ccde Book as in effect at the time of shipament.

(b) At least fifty percent (50%) of the gross tonnage of all

goods procured from Code 841 countries and financed under the Loan

~13-
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(computed separately for dry bulk carriers, dry cargo liners, and tankers)
which shall be transported on ocean vessels shall be transported on
privately owned United States flag commercial vessels unless A.1.D,

shall determine that such vessels are not available at fair and reason-
able rates for United States flag commercial v ssels. No such goods may
be transported on any ocean vessel (or aircraft) (1) which A.1.D/; 1in

& notice to the Borrower, has designated as ineligible to carry A.I.D.~
financed goods or (11) which has been chartered for the carriage of A.I.D.-
financed goods unless such charter has been approved by A.I.D,

(c) If in connection with the placement of marine insurance
on shipments financed under United States legislation authorizing
assistance to other nations, the country of the Borrower, by statute,
decree, rule, or regulation, favors any marine insurance oompany of any
countrj over any marine insurance company authorized to do business in
any state of the United States of American, goods financed under the
Loan shall during the continuance of such discrimination be insured
against marine risk in the United States of America.

(d) The Borrower shall insure, or cause to be insured, all
goods financed under the Loan against risks incident to their transit
to the point of their use in the Project. Such insurance shall be
issued upon 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, or in a freely con-

vertible currency. Any indemnification received by the Borrower under

- Mm/
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such insurance shall be used to replace or repair any material damage
or any loss of the goods insured or shall be used to reinburse the
Borrower for the replacement or repair of such goods. Any such replace-
ments shall have their origin in countries included in Code 941 of the
A.1.D. Geographic Code Book as in effect at the time orders are placed or
contracts are entered into for such replacements and shall otherwise be
subject to the provisions of this Agreement.

(e) Marine insurance shall be eligible for financing under
the loan if purchased on a competitive basis in Ethiopia or in any country
1nclud’d in Code 941 of the A.I.D. Geographic Code Book as in effect at

the time of the purchase and if payable in a freely convertible currency.

BECTIQh 5.10. Notification to Potential Suppliers. In order

that all United Bt;tea.tirnu shell have the opportunity to participate

in furnishing goods and services to be financed under the Loan, the Borrower
shall furnish to A.I.D. such information with regard theréto, and at such
times, as A.I.D. may request in Implementation Letters.

S8ECTION 5.11. Information and larktgg.- Borrower shall give

pPublicity to the Loan and the Project as a program of United States aid,
identify the Project site, and mark goods financed ur:der the loan, as

prescribed in Implementation Letters.

S8ECTION 5.12. United States Government-Owaed Property. The
Borrower shall utilize, Uch respect to goods financed u#dor the Loan to
which the Borrower takes title at the time of procureaent, such roconditioqod
United Btates Government-owned excess property as may be consistent with

the requirements of the Project and as may be available within a reason-

able period of time. The Borrower shall seek assistance from A.1.D.
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A.1.D. will assist the Borrower in ascertaining the avsiianiiity of and
in obtaining such excess property. A.1.D. will make arrangeaents for
any necessary inspection of such property by the Borrower or its
reprogentltlvo. The costs of inspection and of acquisition, and all
charges incident to the transfer to the Borrower of such excess property,
may be financed under the Loan. Prior to the procurement of any goods,
other than excess pProperty, financed under the Loan and after having
8sought such A.I.D. aasistanco, the Borrower shall indicate to A.I.D.
in writing, on the basis of information then available to it, either that
such goods cannot be made available from reconditioned United States
Government-owned excess pProperty on a timely basis or that the goods that
can be made available are not technically suitable for use in the Project.
ARTICLE VI

Disbursements

SECTION 6.01. Disbursements for Forgigp Exchggge Costs =

Letters of Commitment to United States Banks. Upon satisfaction of

conditions precedent, the Borrower may, from time to time, request A.I.D.
to i1ssue Letters of Commitment for specified amodnts to one or more

United States banks, satisfactory to A.I.D., committing A.I.D. to reimburse
such bank or banks for payments made by them to contractors or suppliers,
through the use of Letters of Credit or otherwise, for Foreign Exchange
Costs of goods and services procured for the Project in accordance with

the terms and conditions of this Agreement. Payment by a bank to a
coﬁtractor or supplier will be made by the bank upon presontation of

such supporting documentation as A.I.D. may prescribe in Letters o
rl
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Commitment and Implementation Letters. Banking charges incurred in
connection with Letters of Commitment and Letters of Credit shall be

for the account of the Borrower and will be financed under the Loan, unless
the Borrower indicates to the contrary,

SECTION 6.02. Disbursement for Local Currency Costs.

Upon satisfaction of conditions precedent, the Borrower may, from time

to time, request A.I.D. to finance Local Currency Costs of goods and
services procured for the Project in accordance with the terms and conditions
of this Agreement by subaitting to A.1.D. such supporting documentation

as A.I.D. may prescribe in Implementation Letters.

SECTION 6.03. Other Forms of Disbursement. Disbursements of

the Loan may also be made through such other means as the Borrower and

A.1.D. may agree to in writing.

SECTION 6.04, Date of Disbursement. Disbursements by A.1.D.

shall be deemed to occur (a) in the case of disbursements pursuant to
Section 6.01, on the date on which A.I.D. makes a di;buraement to the
Borrower, to its desiénee, or to a banking institution pursuant to a Letter
of Commitment, and (b) in the case of disbursements pursuant to Section

. 6.02, on the date on which A,I.D. disburses the local currency to the
Borrower or its designee.

SECTION 6.05. Terminal Date for Disbursement. Except as A.I1.D.

may otherwise agree in writing, no Letter of Commitment, or other commit-
ment documents which may be called for by another form of disbursement
under Section 6.03, or amendment thereto shall be issued in response to

reqﬁeltl received by A.I.D. after July 1, 1974, and no disbursemen
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shall be made against documentation received by A.I.u. or any bank
doléfibod in Section 6.01 after December 31, 1974, AL.D., at 1tl'option,
-Bay at any time or times after December 31, 1974, reduce the Loan by all

Oor any part thereof for which documentation was not received by such date.

ARTICLE VII
Cancellation and Suspension
M

BECTION 1.01} Cancellation by the Borrower. 1ne Borrower nay,

with the prior written consent of A.I.D., by written notice to A.I.D.,
cancel any part of thé‘Loan (1) which, prior to the giving of such ﬁotico,
A.I.D. has not disbursed or committed itself to disburse, or (ii1) which
has not. then been utilized through the issuance of irrevocable Letters of
Credit or through bank pPayments made other than under irrevocable Letters
of Credit.

BECTION 7.02. Events of Default; Acceleration. If any one or

more of the following events ("Events of Default") shall occur:

() The Borrower shall have failed to pay when due any interest
or instsl}-ent of Principal required under this Agreement;

(b) The Borrower snall have failed to comply with any other
provision of this Agreement, including, but without
limitation, the obligation to carry out the Project with
due diligence and qfficiency;

(c) 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 agreemant, any guaranty
agreement, or any other agreement between the Borrower
or any of its agencies and A.1.D., or any of its pred osor.

agencies, -~
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thcq A.!.q. may, at its option, give to the Borrower notice that all or
any part of the unrepaid Principal shall be due and payable sixty (60)
days thorertor. and, unless the Event of Default is cured within such
sixty (60) days:
(1) such unrepaid Principal and any accrued interest here-
uhder.ahall be due and payable immediately; and
(24) the amount of any further disbursements made under then
outatanding.irrevocable Letters of Credit or otherwise
shall become due and payable as soon as made.

SECTION 7.03. Suspension of Disbursement. In the event that at

any time:

(a) An Event of Default hés occurred;

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

(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
or any installment of Principal or any other payment fequired 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 A.1I.D. may, at its option:




(1) /suspend or cancel outstanding commitment documents to
the extent that they have nmot been utilized through
€ho 1liunﬁco of irrevocable Letters of Credit or through
bank payments made other than under irrevocable Letters
of Credit, in which event A.I.D. shall give notice to
the Borrower promptly thereafter;

(11) decline to make disbursements other than under osut-
standing commitment documents;

(111) decline to issue additional commitment documents;

(iv) at A.I.D.'s expense, direct that title to goods financed
under the Loan shall bo transferred to A.I.D. if the
goods are from a source outside the country of the
Borrower, are in a deliverable state and have not been
offloaded 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 A.I.D. Following any suspen-

sion 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 sixty (60) days from the date of such suspension, A.I1.D. may, at

-4ts 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.

P
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SBECTION 7.08. Continved Effectiveness of Agreement. Notwith-

standing any cancellation, suspension of dilburseneqt, or acceleration

of repsyment, the provisions of this Agreement shall continue in full

force and effect until the payaent in full of all Principal and any accrued
interest hereunder.

BECTION 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 Agree-
ment, A.I.D., notwithstanding the availability or exercise of any of the
other remedies provided for under this Agreement, may require the Borrower ‘
t; refund such amount in United States dollars to A.1.D. within thirty
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 théir
maturity and the amount of the Loan shall be reduced by the amount of such
remainder. Notwithstanding any other provision in this Agreement, A.1.D.'s
right to require'a refund with respect to any disbursement under the Loan
shall continuefor five years following the date of such disbursement.

(b) In the event that A.I.D. receives a refund from any con-
tractor, supplier, or banking institution, or from any other third party
connected with the Loan, with respect to goods or services fipanced un;or
the Loan, and such refund relates to an unreasonable price for goods or

 services, or to goods that did not conform to specifications, or to services

-3~ ‘ ? /
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that were inadequate, A.I.D. shall first make such refund available for
the co;t of goods and services procured for the Project hereunder, to
the extent Justified, the remainder to be applied to'tho inatallments
of Principal in the inverse order of their maturity and the amount of
the Loan shall be reduced by the amount of such remainder.

BECTION 7.07. Expenses of Collection. All reasonable costs

incurred by A.I.D., other than salaries of its staff, in connection with
the collection of any refund or in connection with amounts due A.I.P. by
reason of the occurrence of any of the eventsspecified in Section 7.02‘
may be charged to the Borrower and reimbursed to A.I.D. in such manner
as A.I.D, may specify. |

S8ECTION 7.08. Nonwaiver of Remedies. No delay in exercising

or omission to exercise any right, power, or remedy accruing to A.I.D.
under this Agreeaent shall be construed as a waiver of any of such rights,
powers, or remedies.

ARTICLE VIII

Miscellaneous

SECTION 8.01. Communications. Any notice, request, document,

or other communication given, made, or sent by the Borrower or A.I.D.
pursuant to this Agreement shall be in writing or by telegram, cable, or
radiogram and shall be deemed to have been duly given, made, or sent to
the party to which 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: Ministry of Finance

Imperial Ethiopian Government
Addis Ababa, Ethiopia

o
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Cable Address: Ministry of Finance
Addis Ababa, Ethiopia

TO A.1.D.:
Mail Address: Agency for International

Development

East African Regional Capital
Development Office (BARCDO)

c/o Mission Director

USAID Mission to Ethiopia

The American Embassy

Addis Ababa, Ethiopia

Cable Address: A.I1.D.
Nairobi, Kenya

Borrower, in ldd;tion, shall provide the ﬁSAID Mission in the country of
the Borrower with a copy of each communication sent to A.I.D. Other
addresses may be substituted for the above upon the giving of notice. All
notices, requests, communications, and documents submitted to A.I.D.
hereunder shall be in Bngliﬁh, except as A.1.D. may otherwise agree in
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 the Minister of Finance. Such individual shall
have the authority to designate additional represéntatives by written
notice. In the event.of any . replacement or other designation of a
representative hereunder, Bo;rower ghall submit a statement of the
representative's name and specimen signature in form and substance satis-
factory to A.I.D. Until receibé by A.I1.D. of written notice of revocation
of the authority of any of the duly authorized representatives of the
Borrower designated pursuant to this Section, it may accept the signature
of any such representative or representatives on any instrument as conclu-

sive evidence that any action effected by such instrunent is

-23- »
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SECTION 3.03. Implementation Letters. A.I.D. shall from time

to time issue Implementation Lettors thet will prescribe the procedures
applicable hereunder in connection with the implementation of this Agreemont.

SECTION 8.04. Promissory Notes. At such time or times as

A.1.D. may request, the Borrower shall issue promissory notes or such
other evidences of indebtedness with respect to the Loan, in such form,
containing such terms and supported by such legal opinions as A.l.D. may
reasonably request. .

BECTION 8.05. Termination Upon Full Payment. Upon payment in

full of the Principal and of any accrued interest, this Agreement and all
obligations of the Borrower and A.I.D. under this Loan Agreement shall
terminate.

IN WITNESS WHEREOF, Borrower and the United States of America,
each acting through its respective duly authorized representative, have
chused this Agreement to be signed in their names and delivered as of

the day and year first above written.

v /),

./ ! ,,'," /
Title: /MANMMO TADESSZ
e "MINISTER

THE UNITED STATES OF AMERICA
Ro§git L. Yost
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ANNEX 1

DESCRIPTION OF PROJECT

The project consists of the construction, equipping and supervision
of construction of the following buildings at the Addis Ababa and
Alemaya campuses of Haile Selassie I University:
1. Addis Ababa
(a) Pive dormitories with i capacity of 500 students
each.
(b) A cafeteria/auditorium building with seating rqr

760 for dining and 960 for auditorium use.

2. Alemgzg
(a) One dormitory with a capacity of 800 students,

(b) Ome two-story classroom building.

I~-1



Dated:

ONFORMED COPY

A.1.D. Loan No, 663-H-019
663-1{-019A

to
Loan Agreemént

between

THE IMPERIAL ETHIOPIAN GOVERNMENT
and
THE UNITED STATES OF AMERICA
for
Haile Selassie I University Expansion

Phase I

5 June 1972



FIRST AMENDMENT

The loan Agreement between the Imperial Ethiopian Government
and the United States of America, acting through the Agency for Inter-
national Development ("A.I.D.") dated June 9, 1971 is hereby amended as
follows:

1. Section 1.01 is deleted in its entirety and the following
substituted therefor:

SECTION 1.01. The Loan. A.I.D. agrees to lend to the Borrower
pursuant to the Foreign Assistance Act of 1961, as amended, an amount not
to exceed Four Million Nine Hundred Thousand United States Dollars
($4,900,000) ("Loan") to assist the Borrower in carrying out the Project
referred to in Section 1.02 ("Project'). The Loan shall be used exclusively
to finance foreign exchange costs of goods and services required for the
Project ('Foreign Exchange Costs") and local currency costs of goods and
services required for the Project ("Local Currency Costs"). Except as
A.1.D, may otherwise agree in writing, the amount of the Loan used tc
finance the local Currency Costs shall not exceed the equivalent of Three
Million Two Hundred Thousand Un!ted States Dollars ($3,200,000). The
aggregate amount of disbursemen3s under the Loan is hereinafter referred
to as "Principal.”

2. BSection 1.03 is deleted in its entirety and the following
substituted therefor:

SECTION 1.03. Borrower's Contribuition, As its contribution

to the Project, Borrower shall provide promptly as needed, in additien



to the Loan, not less than the equivalent of One Million Five Hundred
Thousand United States Dollars ($1,500,000) or twenty-five percent ¢25%)
of the Total Costs of the Project, whichever lis greater, and all other
resources and funds required for the punctual and effective carrying out
of the Project. Borrower's contribution shall be made Pﬂ.’i passu with
Local Currency disbursements hereunder.

3. Unless A.I.D. otherwise agrees in writing, Borrower shall
furnish, in form and substance satisfactory to A.1.D., prior to the
first disbursement under this First Amendment, an opinion of the Minister
of Justice or other counsel acceptable to A,I.D, that this First Amendment
has been duly authorized or ratified by, and executed on behalf of Borrower
and constitutes a valid and legally binding obligation of Borrower in
accordance with its terms.

Unless A.I.D. otherwise agrees in writing, it the above-described
evidence is hot furnished within one hundred and eighty (180) days of the
date of this First Amendment, A.I.D. may at any time thereafter terminate
this Amendment by giving written notice of such termination to Borrower
In the event of any ter.ination under this paragraph, the Loan Agreement
dated June 9, 1971 shall remain in full force and effect.

4, All references in the Loan Agreement to the words
"Agreement," '"Loan Agreement," or "this Agreement" shall be deemed to mean
the loan Agreement as hereby amended.

5. Except as specifically modified and amended hereby, the

loan Agreement dated June 9, 1971 shall remain in full force and effec).




IN WITNESS WHEREOF, Borrower and the United States of America

have executed this First Amendment on the Sth day of June

1973.

By E. Ross Adair

Title Asmbassador
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Loan Agreerant

betwoen

THE IMPERIAL FTHIOPLAN COVERNMINT
and h
THE UNITED STATIZ OrF ALIERICA
for
Haile Seli&saic I University Expension

Phase II

Dated; October 17, 1973



SECOND AMENDMENT

The Loan Agreement between the IMPERIAL ETHIOPIAN GOVERNMENT
and the UNITED STATES OF AMERICA, acting through the AGENCY FOR
INTERNATIONAL DEVELOPHENT ("A.1.D.") dated June 9, 1971 and amended
by the First Amendment dated.June 5, 1572 is hereby further amended

as follows:

1, Pursuant to Section 1,02 a new sub-paragraph 1 (c) is
added to Annex I to the Loan Agreement to read as follows:
"(c) Ome dormitory with an approximate capacity of 336

students,

2. Except as specifically modifiecd and amended hereby, the
Loan Agrecement dated June 9, 1971 and amended by the First Amendment

dated June 5, 1972, shall remain in full force and ecfiect.

IN WITNESS WHEREOF, Borrower and the United Staies of America

have executed.this Sécond Amendment on the seventeenth day

‘of October 1973,

-~

~

IMPERJAL ETHIOPIAN AGQVERNMENT

By U}V/U v L '/L7
CRIANMRIO TADESS?
Titlé/ SUGISTER

UNITé;aélﬂTES OF AM ICA

By \\\J' “, l fJUH o

John L, Withers
Title Director

U.S.-AID




A,

B.

D,

ESTIMATED COST OF CURRENT CONSTRUCTION INCLUDING ADDITIONAL

DORMITORY AND ESTINMATED AVAIIABLE FUNDS

mTAL BUDGE’I‘.AVAII-‘“BLEOQloov-o-o--oocucunnonooonono.-E$14,726,oooooo

PRESENT COMSTRUCTION CONTRACT AFTER AMENDMENT NO, 3..
l\jovnble Furnitllrc.ll..l..l........I.'..';"..l'l.....

A/E Suporvision Contract,...eeeeeeecosesecaosceccsscas

11,967,849, 00
575,000, 00

740,000, 00

Total Cost of Current Construction,..eeeeeeeesesece. .ES13,282,849,00

Conti]‘{;CIICylc000-0..---.uoao.oooo'l.noto-clo.u'---t'-

100,000, 00

TOtalon-o.n..o.o-olt.o-ooll--lcooooovvoooto.ooc0.0.00E$13,382,849000

Net Amount remaining from current construction:
£$14,726,000,00 - E$13,382,849,00, .=
ESTIMATED COST OF ADDITIONAL DORMITORY WITH 3 FIOORS
(ACCO.RIODATING 33G STUDENTS). |
Construction (including Vardrobes & Bunkbeds).......

A/E Supervision & Other Professional ServicesS...c...

Site WorK.ceeeseoesosnssososcosrocoseosesorssossnnase
TOtRL,ueeeesessscaossvesonsssensassencsnconcoscsnonnces
Contingency..,.................;....................
o - 0
Movable Furniture.....ceeecseeescsscoscscescccscsces

TOtalooaonoo-nouooo.oooo.ool-c-..tooo.ono.o.o.clcco.

REMAINING.FOR NEW CONSTRUCTION AND CONTINGENCIES....

Estimated Total Cost of Additional Dormitory...cccs.

Balnnceoocl.oclooooo.oooooolooooololc'-.no.ncocootco

E$

1,343,151.,00

1,019,500, 00

90,000, 09
.. 30,500.00
1,140,000,00

55,000, 00

E$

1,195,000.00

50,000, 00

1,245,000,00
1,343,151,00
1,245,000,00

98,151,00

Contingencies tota1.$155,000.00 + 98,151 (Baiance) or $§ 253,151,00

:) L
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2t Agency for International Development -
W Bureau for Africa o =i owd
Office of Capital Development and Finance ,&;u&w\s o~ e
ek 7
DEVELOPMENT FINANCING REVIEW COMMITTEE ﬁ
-
Minutes of Meeting #2-T1 5
Friday, October 23, 1970 - 2:30 P.M. F

Agenda: Ethiopia - Haile Selassie I University (Phase II) V”’f '{ﬁ;
Ethiopia - Malaria Eradication (Phase ITI) (i@kﬂ' .

7
Chairman: 7"i?obert T. Freeman, Jr. 27/
Mr. Freeman opened the meeting with a few brief remarks on the

purpose of the meeting and then asked Mr. Westley to- present the projects.

Haile Selassie I University

Mr. Westley spoke first of our rrevious assistance to the University,
both grant and loan financing, which brings us to the present vroject. He
reviewed the issues set forth in the draft paper -- the offort to minimize
local costs and maximize U.S. costs by preparing cost estimates on the
basis of the greatest possible use of U.S. components (pre-fab construc-
tion) even though this might result in somewhat higher total costs; the
pPossible switch to standard construction methods which would increase
local costs but could result in lower total costs; the recent change in
A.I.D. procurement policy; A.I.D. policy on the financing of local costs
in Ethiopia; ete. He also spoke of the possible use of local firms since
this is a very small rroject, split between two locations, and there is
a question as to whether U,S. firms will show any great interest in
bidding. We can see what the U.S. response is and, in the meantime, can
speed things up by preparing the usual waiver for local firms. Mr, Dan
Miller mentioned the recent airgram sent out on encouraging the maximum
use of American ARE firms and said this would have to be clarified.

Mr. Hogan commented that, in view of the White House policy directive on
untying, there was less concern with the foreign exchange impact of
projects being undertaken. Mr. Klein stated that, if a local firm is
used on this project, we can get a good idea of project costs by taking
our experience with East African firms and adding a certain Percentage
for Ethiopia.

Mr. Hogan said he would like to raise questions related to the fact
that part of this proposed loan will be used to increase the capacity of
the University. In reviews which the Bureau has had with respect to the
provision of technical assistance, currently anéd over the next few years,
there has been one common problem. In this case -- the planned expansion
of the University ~-- even though an increasing number of Ethiopians will
be joining the staff, the rate is not large enough. Do we not also have
to increase the number of staff positions filled by non-Ethiopians? If
80, this means that we and others provide staff support on a treadmill.
We are not able to continue the provision of technical assistance
(training of people as replacements, etc.) and yet carry out plans to
gradually phase down a technieal assistance project. The possibilities
of increasing technical assistance are limited. Should we be contributing
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our loan funds for the expansion of the University when they are unable to
come up with staff? What should priorities be in the field of education?
Should che Ethiopians expand the capacity of the University, with all of
the costs entailed, or should their efforts and objectives be directed
toward maintenance of the present capacity and the increased staffing of
the University with Ethiopians? What assurance do we have that the
Ethiopian government will be able to finance the operation of the addi-
tional facilities and provide necessary additional manpower?

The ensuing discussion centered on projections for additional
students and additional staff, plans of other donors, the need to look
into the utilization of existing classrooms, the fact that firm cost
estimates for the project will not be available until April 1971, and the
ability of the Ethiopian government to provide inputs of finance and man-
power for the planned expansion.

At the conclusion of the discussion on this project, Mr. Hogan
pointed out tnat this proposed loan is not included in our planning for
FY 1971 but is listed for FY 1972. He questioned the advisability of
moving towards early DLC consideration of the project under these circum-
stances, Mr, Freeman commented that, as in previous years, we are
processing papers for proposed loans beyond our OYB but only up to the
point of DLC approval.

Malaria Eradication

In presenting this project, Mr. Westley covered the background of
the two preceding loans, the current status and results of the malaria
program in Ethiopia, the recommendations of the‘IEG/WHO/AID Strategy
Review Team (SRT), Mr. Holly's evaluation of the benefits of the Ethiopian
program, and the issues as raised in the draft paper under discussion today.
He pointed out that there is a question as to what strategy we should adopt
at this point. Also, the Malaria Eradication Program in Ethiopia is taking
up a third to a half of the loan funds for Ethiopia. Strietly from the
point of view of U.S. expenditures and IEG budget costs, are the benefits
great enough to justify expenditures?

Mr. Holly, in discussing his evaluation work, sald there is no doubt
that most of the economic development in Area A would have been impossible
without the significant reduction in malaria which has occurred. However,
the transmission of malaria has not been interrupted and the reasons for
this are unknown., Referring to the SRT recommendations, Mr. Holly stated
it was the desire of the IEG and the Mission to continue supporting the
program -~ without a time limit -- and with the ultimate goal of eradication.

With regard to the uninterrnpted transmission of malaria, Dr., Prince
said it could be caused by the introduction of the bug by people moving
into Area A from other parts of the country, or the bugs might have
become resistant to treatment, or there could be other reasons. Apparently
there is no easy ansver to the eradication of malaria as once thought,
which raises the question of whether we should go ahead with the malaria
program on a long-term basis without getting this information. With
regard to the SRT report and its recommendations, Dr. Prince stated there
were a number of technical questions raised by the report, one of them
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concerning the recommendation for the integration of the Malaria Eradica-
tion Service and the public health services, He did not think we knew

how to do this, certainly not in Ethiopia. This requires & pilot study

to find out how it can be done and how effecdve it would be. Also, we

have recently been informed that the MES is working on a revised Plan of
Operations, with an estimated completion date of December 15. No decisions
can be made on what the proposed loan should cover until we see the revised
Plan of Operations. The loan proposal may be at complete variance with

the revised Plan,

Mr. Westley again raised the question of whether we should go ahead
with financing this type of program at its present level in Ethiopia or
modify it to reduce the cost. Mr. Freeman said he wondered whether we
cen afford to stop the program altogether and wait for the final results
of the fact-finding and studies recommended by the SRT or whether we should
make a loan to keep the program going at whatever leyel we think necessary
until we get those results., Mr. Hogan sald his first reaction was to stop
financing the program as we are getting into something much more compli-
cated than we thought and we cannot accomplish what we originally thought
could be accomplished., Or perhaps we should modify our objectives and go
into a controlled situation with our present state of knowledge. On the
other hand, we should be willing to proceed if it can be demonstrated
that we are severely limiting development activities unless we continue
some kind of control within reasonable costs. He added that he was not
sure these were reasonable costs,

\

Mr. Holly said he had technical doubts about the proposed integration
of the MES and the basic health services, which means that the MES would
take over the provincial heelth services. It would be a questionable
operation at best and could not be done quickly. Also, it would be a
mistake to base funding decisions for malaria eradication on the pre-
requisite of integration. He emphasized that there is no doubt the
economic development which has occurred is based on malaria reduction.
There are also indications that probably the development which has not
taken place would have taken place in the wake of malaria ersdication.
Economic development itself is creating a malaria hazard but this can be
controlled.

Dr. Prince stated that, if the malaria program is stopped, the
results could be catastrophic. He said he had seen epidemics and would
not want to see another. Some reasonable degree of control must be
maintained., The method recommended in the SRT report is probably the
most logical. We must find out how to better control malaria in
Ethiopia and also set up a small study to measure the real economic
benefit of eradication in certein areas. Mr, Westley commented that,
even if cut in half, the program would still be favorable. Dr. Prince
also remarked that, without the revised Plan of Operations, we do not
know how much the IEG and other donors will contribute,

Following & short discussion on the actions the IEG might take to
control malaria, such as the establishment and enforcement of sanitation
standards, Mr, Hogan said we should tell the Ethiopians "We would like
to continue to help you at some level but we don't think it is worth our
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doing it unless you take actions which are going to require People in

Mr, Klein suggested
IEG and that we might

also make the IEG establishment and enforcement of certain standards ang

Mr. Westley asked if ve shouldn't also have the Mission instruct the
MES to prepare another alternative Plan of Operations, one for a reduced
level of funding, but Mr, Klein commented that the MES would probably say

it technically couldn't do this.

At the conclusion of the meeting, Mr, Freeman said it woulg eppear
that no issues can be resolved until we receive the revised Plan of

Operations.
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An AFR Development Financing Review Committee meeting was held on October
23, 1970 to consider the subject TRR. The points below are those which

I raised at the meeting and which will be dealt with during intensive
review and in the loan paper.

1. Project Costs and Financing Plan

The proposed costs of the project should be reconsidered and recal-
culated in light of the new untying guidelines. Also, the problem
regarding the financing discussed in Section E. TIssues should be reviewed
with greater emphasis placed on the IEG's current and long-term commitment
to the project and the effect on the local employment situation, rather
than be tied down to a plan of financing no more than 50% of local costs.
This will provide a stronger analytical base as the project will stand
on its own merits and not on some mythical maximum.

2. Collateral Requirements

Regarding the IEG's commitment to this project, it is vital to the
success of this university expansion brogram that the IEG consider angd
prepare for the many collateral supporting requirements which must be
built into the program. I have in mind the need for increased staff and
texts, adjustments to curriculum, training of future Ethiopian's for
teaching assignments, and other items which complement this type program.
The intensive review should address this matter and the loan paper must
discuss it.

3. Classrooms

In considering the number of new classrooms to be constructed, the
intensive review should determine effective utilization of existing class-
rooms.

In terms of timing, it was announced at the meeting that the loan would
not be ready until late FY 71 or early 72. Present FY 71 loan proposal
program does not show this project.
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