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CAPITAL ASSISTANCE LOAN AMENMNDMENT AUTHORIZATION
Provided under: TAA Section 106

Malawi Roads Phase I

Pursuant to the authority vested in the Assistant Administrator
for. Africa of the Agency for International Development (herein-
after called "A,I,D.") by the Foreign Assistance Act of 1961, as
amended, and the delegations of authority issued thercuander, I
hereby authorize an amendment to increase the above-captioned
loan to the Government of Malawi ("Borrower!) by an amount not
to excood THQ MILLION Dollars (42,000, 000) to nrovide addicinnal
funds to assist in financing a portion of the foreign exchange
and local currency costs of final engineering, constructicn
supervision, and road construction of the Chikwawa-Bancula Road.
This loan amendment shall be subject to the following terms and
conditions:

1. Interest Rate and Terms of Repavment,

Borrower shall repay to A,I,D. the
amount of the increase in the loan,
within forty (40) yecars from the
date of the first disbursement
thercof, including a grace period
of not to exceced ten (10) years.
Borrower shall pay to A.I,D.
interest on the disbursed balance
of the amount of the increasc in
the loan, and any iaterest accrued
thereon, at the rate of two percent
(2%) per annum during the grace
periou and three percent (3%) per
annum thercafter.
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Currencv of Repavment,

Provision shall be made for repay-
ment of the loan and payment of the
interest in United States dollars.

Other Terms and Conditions,

(a)

(b)

Equipment, materials and
services financed under this
increase in the loan shall be
procurcd from Malawi and from
countries included in Code 941
of the A,I.D. Geographic Code
Book as in effect at the time
orders are placad for such equip-
ment, materials and sexrvices.

The loan amendment shall be

subjcct to such other terms
and conditions as A,I1.D, may

eed malel o
/j /%'LI.‘//,‘L . , ]
\ \ {.. 4 } J Ul D I PR N

accu adv;auu.l.c..
Assistant Administrator for Africa

Qvé(.';.\( 25, 1974

,/ Date
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UNCLASSIFIED
AID-DLC/P-108k/2
June 27, 1974

MEMORANDUM' FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT: MALAWIL - Road, Phase I, Amendment

Attached for your review are reccmendations for authorization
of an amendment to the loan to the Government of the Republic
of Malawi in an amount not to exceed $2,000,000 (Two Million

a portion of the foreign exchange and local currency costs of
final engineering, construction supervision, and road construction
of the Chikwawa~-Bangula Road.

We are not planning to have a formal Development Loan Staff
Committee neeting on this loan amendment which is less than $5.0
million. Please note your concurrence or objection is dye

by 2:00 p.m. Friday, June 28, 197k,

Development Loan Committee
Office of Development
Program Review

Attachments:
Sumnary and Recommendat {ons
Project Analysis
ANNEXES I - III
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June 197k
MALANI ROADS PHASE T IOAN- AMENDMENT

1. Borrower: Govermment; of the Republic of Malawi (GoM)

2. lcan Aloﬁdnan'_l: Amount:  $2,000,000

3. Terms:

ey

As Maturity: 4O years 1nc1ud1ng~a 10-year grace periocd

e e —

B. Interest: 2 percent per anmum during the- grace period,
3 percent per annum thereafter

C.. Repaymont: TInterest and principal repaysble isi U.S.

dollars
A.I.D. Loan 690-H-002 $ 7,737,800% -
-Proposed A,I.D. Losn Amendment 2,000,000 - \/ :j/,%
Original GOM Contribution 1,202,200 — e
Incrensed GOM Contributioni+ 2.k_82 000 —
Total $13,429,000

#3662,%00 for design of Lilongwi-Mchinji Road
**Includes estimated contingencies

3. Project DucriEion: The project consiata of final engineering,.

construction supervision and construction of the Chikwawa-Bangula
Road. The construction includes upgrading the existing earth road
to & bitumen surface road, realigmment of three road sectionz re-
ducing the road length from 59 miles to 52 miles, and construction

of several bridgeg.

6. 8¢ of the loan Amendment: To provide a portion of the funds
necessary to carry out the Chikwawva-Bangula Road construction prc-
Ject based on the bid prices for such construction.

T. ' ¢ In October 1972 A.I.D. financed: a feasidbility study of
Bangule Road to determine if the road should be up~
graded to bituminous road. A.I.D.'s interest in funding- this study



stemmed from the extensire Shire Valley Agricultural Schemes pro-
Jected to result in vastly increased agricultural production. in the
Valley ‘and the consequent indicated need to upgrade the subject road,

‘the backbone of the Valley's transport network, The study's findings

supported the upgrading. Subsequently the GOM requested A,T.D.
financial support for such a project and A.I.D. authorized Loan
690-H-002 which {t was estimated would finance asbout 87% of the cost
of such an undertaking.- Subsequent rapidly inflating-corstruction
costs have resulted in an approximate 43¢ cost increase net of con-
tingencies ‘over the A,I.D. May ‘1973 estimate. (see Sections I, IIT
and V of this paper). The GOM has now requested that A,I.D. consider
finsncing up to $2,000,000 of this increase.. -

rt-Import Bank CIearaxice: CIQuahce for project received May 7,
1973. The proposed loan amendment is deemed to come within this
Clearance. - - s '

COuntg' Team Views: Country Team strongly endorseé the project.

Scatutory Criteris: Satisfied (see Annex I).

Recommendations: Authorization of a loan amenduent not to exceed -
3‘2!',000,000 to provide a portion of the funde necessary to undertake
the Chikwawa-Bangula Road construction project..

CAPTTAL ASSISTANCE COMMITTEE
N

AID(W - REDSO
Loan Officer: G. Thompson — P. Guedet ..
Engineer B P. Stearns - ‘R. ‘Fedel -

| Devyer - H. Johnason — W. Jones -

Desk Officer: F. Scordato —



I Introduction
A. Desériggion and. Bacggggggg

The Shire Valley development scheme discussed in detail in the
Malawl Rosds Phase I Capita.l Assistance Paper of May 1973 (AID/DLC
P-lOBh) includes some $18.1 million of agricultural projects financed
Jointly'by the IDA and the Government of Malawi. AID, IBRD and GOM
officials held several official discussions prior to early 1973 about
the proposed IDA/GOM agricultural nrodects, and in more general terms
the need for afreliable road transport backbone fbr'the Shlre Valley.

‘In 1973 AID, in close collaboration with the IBRD and the GOM,
financed a feasibility study of the Chikwawa-Bangula Road. This road,
now unpaved and subdect.to.serioua maintenance problems during the rainy
season primarily.becanse of poor drainage, and subject to severe dust
and corrugatior problems during the dry seeson, is the Shire Valley's
main access and egress link, its backbone. The study revealed the
feaéibility of upgrading the road to paved standards. oOn the basis of
the study, the large agricultural investments in the Shire Valley and
AID's own determination that its paving was technically and economically
feasible, AID authorized the $8,300,000 Malawi Roads Phase ; loan in May
1973 (AID Loan §90-E-002).

Slightly over $7.7 million of this loan was slated for final
engineering connttuction and engineering supervision of the Chikwawa
-Bangula Road; the remainder was slated for final design of another high

pricrity road project in Malawi, the Lilongwe-Mchinji Road.
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The original May 1973 CAP (Malawi Roads Phase I, AID DLC/P~1084)
estimated the Chikwawe-Banguia project would. coet $8,91L0,000, the GOM
vas to contribute Jucal currency (I.c) financing of $1 202,200 for the
project; the remeining $7,737 800 war; to- be rina.nced by the AID loan.
propoaed in the CAP. The loan was authorized on May 31, 1973 and the
AID/GOM Loan Agreement was signed on June 21, 1973

The U.S. engineering fim or Daniel, Mann, Johnuon and Mendenhall
(DHJH) carried out the detailed engineering design under the Fhase T
690-H-002 ATD loa.n. They submitted revised cost estimates of the road
construction to AID inAlate Janﬁa.ry 1974 ﬁhich were substantially above
the preliminary cost estimatea used in the May 1973 Phase I CAP. Even
the DMIM revised estimates were substantially below the bid submitted by
the low-biddigg firm, Rello Teer, Inc.

We believe there are several factors which mitigate, to a large
extent, the DMJM understimates of the construction costs of the highway.
The difference in the two IMIM estima.tes reflect price increases but we
believe they do not fully consider the inflationary trend. The.following

points up the history of the rising cost estimates of this project:
Cost Estimates :. Conatruction of Chikwawa-Ba.ngu_la Road

1. Jenuary 1973 estimate (DMJM) $ 7,100,000

2. May 1973 estimate (AID) 7,815,000

3. Janua.ry 1974 guess (AID) increase 2,000 000 to
over original estimate . 3,000,000

L, February 1974 estimate (DMIM) 8,254,000

5. Nello Teer low bid June 1974 11,186,000

6. June 1974 egtimate (ADD) -12,30%000
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One: can: see-.that- the. :Teer bid is 57$ .over the original MM
éatiut&.- The.Teer. bid.-'ia also: h31, over: the. AD m 1973 estimate and

| even exceeded bhe February 19'Zh Mestimte by 361, (s:lnce 3 months. -

has elapsed, 12‘5 increase wouli be conaidered. reasonable based. on tbe

current- Price index). )

AID,, in. reaction; to. the embargo-ca.used shortagea and. general.
price. inﬂation,, mde &guesm thia Janu&ry that the. bid price would be
$2 million to $3 m:l.lliom above- DMJM'B first estimte‘ As ca_.n be seen,
the. bid price Is,: actually $l&,086,000 higher,

AID: feels entirely Justified in, suggesting the consfruction
costs -of- the, pro.ject mey reaqh $12,301& 000 or; higher (see Table IV
section V), even: given the posaibility that, negotia.ta.ona with Nello
Teer mey result in a. contract price reduction of about $l&00,000-$1 000,200,
glven; the. fact tha.t the road passes over relatively flat. terrain and throug:
fairly good soils.

AI!? aypears to have a better collective memory than the private
U.8a eng.ineerirg‘. firms. on the rel&tire costs. of doing business in Afrieca
vis the U.S. AID believes. the estimate made by DMIM does not. complstely
consider uncertainties. of supplies, leck of extensive- compe‘c‘l tion s
currency fluctuations, and escalating foreign vage and inﬂ&tton. rates.
Even -though. AID estimates were higher than ‘DMIM's the: bid Price was

above AID's estimates.
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It chould be- pointed out that there has been substantia.l price
infht:lon on U.8. douest:lc highm pu-oJectn in the pnst 18 months.
The June 20, 1971& iuue of the Bngineering Rews Record reports that the
Federol }ughvny Adninistration noted a 361. yea.r-to-yea.r rise in its bi,d
price 1ndex between uerch 1973 and Ma.rch 1971& The January to March 19711»
increase alone vas :!.1.7%. .Recent 10% and higher wage settlements and
increasing materials costs indicate that the March to June 1974 quarter
index will mmiy.am ancther substantial increase. -
when one adds in the uncertainties of working in a foreign country
as well as the genere.l indica.tions that construction costs are rising in
"Africa at a somewhat similar rate es those in the u.s., the 'rcer bid appears
to be, on an overall buie, reesoneble a.lthough there are still certain
bid line items which may either be negotiated downward or require further
Justifica:t:lon by"Teer nefore AID can egn'ee: to a.wa.rci of contract to Teer.
These :Ltems' total appro:d.mately $1.5 million in costs which'require
additional justification.
The other bidder, Reynolds Construction Company, bid $1k,137,000.
Their bid has been reviewed and appears way out of line, probably

because of their la.ck.of experience in East Africa.
It 1n.thnn very 'mporto.nt for the GOM to be fully aware that it may

in fact have to meet the costs shown in Table IV in Section III of this CAP,

the worst-case estimate. This has been done through recent AID/W and REDSQ

cables.
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In any case, the Teer bid m bm rev:lmd by TMJM-snd ATD engineers
and is considered responsive lnd reuonlblo a.ttu- th& mlou ftctora of
W’ lﬂd genenl cost.. increases noted above: are hken rito
iceomt tnd gi.m the lpeci:l aitaaticn ot working An m&, @& land-ldécked’
m The GOM is now conaidering md.ing the contract to Teer; from
preliminary indications we expect its daciainn to be pogitive, AID is
ru@ to agree to the award omce the certain Teer bid line 1tems are
_dp.r:l.ﬂed (See Section III).

Bs AID Development Objectives

mm, one of the warld's lemst-developed countries, .is making
g:-ut strides in marshaling its vesouwrces towards raticmal and balanced
economic development. Fixed investment accalerated rron 8.7% of GDP im
1964 t0 17.9% 1n 1970.. Malawi plans to direct its scarce capital resources
‘towards agricultural and rural integration rrojects such as the Shire valley
~amcu;t£:u/tmsport scheme described at the outset of this peper and in
mredsea.u. in AID CAP AID/DLC P-108l4 merit domor support.

Also, the USG wishes to continue its support of ratiomal -econoaic
develnpn.nt. of the minority-ruled states of the Socthern Africm Teglion to
allow them the choices and independence a stronger econemy brings about,

C. The Burrower
The borrower will be the Government of Malawl. The project will be
executed by the Ministry of Works and Supplies, Rosds Department.



TI. Economic Analysis

The original CAP (AID/DLC P-1084) determined the project’s internal
rate of return to.be between 14.74 and .1_8;25. This returs was slightly
lower than DMIM's earlier estimates which ranged from l7.6$ up tb .19..’8‘%.

The higher figures for both the AID .and the IMJM estimates include the net
benefits of the increased lgricultural production the road would encourage.

As project costa have increued, 80 have the costs of ugers of road
tmsportltion. For instance, the ;price of gasoline in Ma.lawi 15 now 76¢
higher than it was in January 1973. The Price of am: average truck in Malaw’
has risen somewhere between 204 and 304 in the same pericd.: Other costs
such as wagen, tires, truck and auto repairs have alse shown considerable
:anreues. DMJM estimates are in the 25% to 354 range ‘for most user-cost’
components abher than' gasoline,

AID undertock an estimated revised internal rate of return of the project
based on the new cost .eatimtes and road user«cost increases ofva‘(.){ (wbicl:; is
somewhat below what it may actually be b;sed on the above). High foreign'
sugar prices may stimulate large jumps in suger Production in the Shire
Vmgey. This would increue traffic over the road and consequently improve
1ts ecqnomic return.- We did not feel we had the infarution to evaluate this
possibility properly..

Using our conservetive revaluation of roa.d user bemfits and the upwari
revised cost estimates the 1nterna1 ra.te of return showl a considerahle
drop, to epproximately 9.8% to 12.64. This indicates the project, if it did
not have other unquantifia.ble uoc:l.al lnd economic benefitu, would still be

marginally Justﬂ fied based on a 101 cost of capita.l in mlui.
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The:-laudable: desire-of. the:GoM:ta. link: the-somewhat: ‘Backwa.rdx-sqnth,_ern
Malawi’ Shire-valley- ‘Tegion-into.-the stronger- centn]., regien's :economy ig. .nat
quantified:in the. um]ys:l:a. Tb:l& road; along-with -the.asaqeiated : ‘agricultyral
1nvutunt achem, ahould ha\re two ponitive -spread. efteata, theulinlqagpsand
euier- cmci&_mket*acceu pmvided~by the roa.d combined:rwd.tm the sm.l.l-
holder fame:.“ benefita iirectly relateé. to the~ lgz-icultu.ral, schemes, .

m Buzelm; has- discussed. ways of’ recogntzing.such benefirt& in.a;..
quantitative ‘vay. We- would encourage the-investments in.the.Valley since.
they ‘will directly and indirectly reach: ‘people-outside- or:only marginally .
inside- the: money economy.-in Malawi. The: fact that the. project’'s. return.is
now:at:the margin-does: not: reflect the -priority Malawi assigns.in helping
the:pecpies: of, the Valley area..

For-our ownproject -accounti.n@wewfeei it.is Justified to asgign an.
ad:luatmuf:ffuto: of* 1.5 to the. project's: internal rate-of return, thus.
raising-itte about: 154 or-slightly higher: If it had been-a- rt;ad., mainly
serving: the European pcpu‘lation in Malawi we:would probably consider. an.
adjustment- factor of"l or--less.as-justified., While. the-1.5 factor in no. way
indicates Malawi's relative- development priorities or choices; we feel we. have
to begin using: such a- factor to encourage-projects whicly, on a.broad.
social. accounting basis, may. be: more beneﬂcin-.l; to a ceuntry-than octhers
showing a. .highér return-- on a more narrow. quantiriabl'e ®sasis.. This. policy
determination by the An-:lcs Bureau should not be constrwed: as an attempt
to direct Malawi's a.tfairs' it ia cne: way we are able- te. reepond to
economic determinations which: can skew Project approval doeﬁ:a_ipps_-_ away.
from the most z;eed in an-econonmy.
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Elsevhere in-this CAP (ueo lut paragraph of. Section ITT and Section
IV) the pouibility of’ undertakiu only minor modifications to the firet
10 uiles of the. 52-nile road, which runs northward’ from Bangula, is ata-
-euued.- This section cerries the Jightest traffic end ia in fairl.v good
lhape. . We do not feel the economicﬂ of tbe pro;ject wou.'!.d change much if
thil a.lternativo were taken, '.l’he cost lwings plua the ligbt trafric indi-
cete a coet/'benerit trade-orr, i. e., nothing loat nothing gained. l\ever-
theleu—, ve hope there will be mnds to complete tbia eection as there is
uome traffic uaing the Bangula railhead.

IIT Technical Analysis
A. Bid Analysis

Section I discussed the general inflationary and uncertainty
situations which are cauuing large bid price increa.aee here and abroad,
as well as more specific uncertainties facing Southern African countries.
DMJH, keeping these and ainilar cost increasing factors in mind (for
example, the price of steel reinforcing bar rose 55% in the U.S. last year),
ia in the process of a comprehensive analysis of the contractor's bids.

As mentioned eer.l.ier-, two U.S. contracting fim submitted bids.
The bids were opened on June 15, 1974. Nello Teer's bid of $11,186,000
was about $3,000,000 lover than the Reynold Construction Company bid.

'1'_wo other interested contractors decided not to bid, evidentl.y because of
other commitments.

Some line items categories are way out of line with DMIM's
revised February 1974 cost estimate, i.e., furnished housing and vehicles
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are 50% above; cleari.g and grubbing is 464 above; structures are 73%
above; culvert is lb0$ .bove, and uphl.lt paving ia _43% above.  On the
other hand, Earthwork a mdor iteu. is about equnl (actual]y 2 L9 less)
than DMIM's estimate.

Ik {3 on these specific line items in the bid that DMJIM will
require clarification n'un 'reer' before it can recommend to the GOM
that it award the contract to Teer. Neverthelc_ss » DMJM advises us
that it expects succesz in clariffcation of these line items, and
perhaps succe.a in certa.in bid price rednctions on these line of iters.
Need.ing clarification are Teer's dollar bid price for subbase,
its local coat (kuacha) hid. price for stm.cturea and culverts, its
dollar bid price for furnishing asphalt and its dollar and local cost
bid prices ror contractor bousing, vehicles and miscellaneous supplies,
Teer may be able to shov to the satisfaction of DMJM, AID
and the GOM tha.t its bid prices adequately reflect the reasonable ccsts
it may meet, or it may be willing to accept a lower negotiated price :f
Teer would agree to incorpomtion of an escalation clause for all stael
products, that Teer can be shown that hig price for subbage is unrzascn-
ably high given the contract guarantes that indicated sources maat
specifications and other persuasion. Also as mentioned in Sectiorn V,
Teer may be able to save something on POL costs, although this canncs
be assured. |
At any rate, the 10% contingency (see Table IT Section v),
coupled with the possibility of a lower negotiated bid price, provide

reasonable assurance that the worst-case estimate financial plan (Table

IV Section V) is probably the maximum financial liability the GOM wouls
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have to bear; disregarding any potential.claims.
‘B. Technical Soundness

AID engineers have closely followed the DMJM bid review process
and are in agreeunt with the DMJM bid analysis. The AID technical
analysis of the: DMIM final design work has been completed and ATD consi-
ders the deaigﬁ to be technically sound and meeting the requirements of
Section 611(a) of the Foreign Assistance Act ‘of 1961 as smended. '.Fu'rt’her-
more, the technicai analysis .of the bid has been fbu;:ld fo be acceptable
and sufficient for AID approval of an'a.wu"d of the co'ntra.ct to Rello Teer,
Inc. once the liz-1e' item clarifications mentioned under -Sect:lon ITI.A
above are clarified.

The AID' analysis of the engineering design revealed that there
are certifications by DMIM that sufficient local bese and subbase
materials of ‘high ciu&‘l.ity exist as indicated in the tender documents.
This reduces unc;rtainties as to the availability of suifable local
materials. The assured availability of local materials items is an
extremely important factor in assuring ;:ompletion of tﬁe work at a

reasonable cost.

IV Implementation Plan

The revised project implementation plan is estimated as follows.

The final schedule as called for in the contract iz not expected to vary

significantly.
Avard construction contract July/August 1974
Contractor mobilization August/September 197k
Start construction October 1974

Complete construction June 1976



V  FINANCIAL ANALYSIS:

The reviled ﬁ.nancial uqniranents of the Chikwawa-Bangula Road
project are outlined in 'I!ah.‘l.e II be.‘l.ow. ~ Table I.,showq the original re-
quirements for conpurison purposea. AID's proposed $2, 000 ,000 loan
emendment will provide 59$ of the additional basic project cost increase
of $3,371,000 under the revised ﬁmcia... requirementa, the GOM wil
prcvide 1% or $1,371,000. -Homer,. since there are certain .shifts in
the foreign e#change (Fx) and local currency (IC) categories in the re-
vised project financial requirenents, -and since the engineering design
costs: of thie Lugx{g::é-uchmai road are eliminated from the tables to’
provide a more: easily understood determination of the implications of
the increased: costs of the projects, the reader will note that the GOM
will have to pro;ride an estimated m:l.nimnm of $1,659,000 of local currency
financing (see Table III) or, on & worst-case basis, up to $343,200 of
FX and $2,l&39,000 of Lc in additiou tomthe $1,202,200 of IC it has
already agreed to.__p_rovide..

»The proposed |‘$2,000,000 AID loan agreement amendment. will not be.
signed until AID has firm indications ‘tron the G that. 1t will in fact
provide the additional funds necessary to complete the project or nego-
tiate with Nello Teer, the low~-bidding contractor who will be. awarded
‘the~contract, a major downward revirion in the scope of thg project which
ve-estimate could-save ap t6 $I,000,000. (See Technical Analysis,
Economic Analysis and the last paragrap& of this aec‘tion for details on

this possible work scope reviafom:)



TABLE 1

MALAWI ROADS PHASE T
-CHIKWAWA. = BANGULA ROAD

e d 7 TomAL

Final Engineering Design § 405,000 §$ 45,000 $ 450,000
Construction Supervision 540,000 135,000 675,000
Construction 3,787,800 1,957,200 5,745,000
132 Quantity Contingency-* 490,000 280,000 770,000
20% Price Contingency * 800,000 500,000 1,300,000
TOTAL $ 6,022,800 $ 2,917,200 $ 8,940,000

* Division between local costs (LC) and foreign exchange costs (FX)
estimated for the two contingency items.
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ABLE II

MALAWI ROADS PHASE I
CHIRWAWA - BANGUIA ROAD

REVISED (JUNE 1974) FINANCIAL REQUIREMENTS

X Lc TOtAL COSTS
Final Engineering Design $ 405,000 $ 45,000 $ 450,000
Construction Supervision 540,000 135,000 675,000
Construction * 8,306,000 2,880,000 11,186,000
4%Price Escalation Contingency ** 332,000 115,000 447,000
6% Quantity Contingency ke 498,000 173,000 671,000
TOTAL (With Contingencies) $10,081,000 $3,348,000 $13,429,000

TOTAL (Without
Contingencies) § 9,251,000 $3,060,000 $12,311,000

We feel there is a further implied contingency of 3%% of the contract cost
(about $400,000) since there are strong indications that small savings
through minor modifications in the design of the road through negotiations
with the low bidder, Nello Teer of Durham, North Carolina, can be achieved.
Also we have been informed by DMJM that it believes the low bidder can obtain
POL products, including bitumen at a probable savings of some $300,000 over
its estimate in the bid, if it negotiates a long term supply contract fairly
soon.

Since escalation clauses are incorvorated only for POL, cement, and wage

increases over the GOM's minimum wages, we feel the price contingency is
sufficient to cover any further price escalations,

The road will cross certain low lying areas with inadequate drainage. This
item allows mainly for some quantity increases in drainage structures and

earthwork.

Note: AID/W ENGR/OPNS considers a 5% overall contract contingency sufficient

to cover all price and quantity increases, primarily because of the ‘-
lack of an escalation clause on steel products and high quality engineer-
ing work which went into the final road design.



TABIE. .IIT
Malawi-Roads- Phase I
Chijhmm—ﬁgﬂa-mad
Revised Financial Plan (June 1974)
X © Total Cost
AID; Original. Loen: $:7,251,000 $ 186,800 $ 7,737,800
AID Proposed Laan::
Amendment:: 2,000,000 2,000,000
(8UB' TOTAL) (95251,000) (486;,800) (9,737,800)
GOM: Original Contribution: -- 1,202,200 1,202,200
Proposed GOM Additionat:
Contribution" - 1,659,000 1,659,000
(SuB*TOTAL) - 2,861,200 2,861,200
TOTALS - $:9,251,000  $.3,060,000 $.12,311,000

TNe original.financial plan (May 1973; see pg 27 AID DIC/P-1084)
estimated that AID: would.provide $6,022,800 in FX and $1,715,000 in IC, a
total of $7,737,800 for this project. To adjust the FX and IC components of
the low bidders bid we have now provided that AID will fund the entire FX
components of final design. engineering supervision and construction costs
thus' AID's IC contribution has been reviged downvards and shifted into the
FX' category. The reader can note from Table- II that AID estimates the possi-
bility of ‘some: $830,000 in FX.contingencies. If some or all of these
actually occur; the- revised estimated AID. IC coatribution of $486,000 can
be scaled down: accordingly. Further, if negotiations with Nello Teer prove
successful in lowering POL.costs-by $300,000 and other costs by $10¢0,%00,
the FX component of these savings (such savings  would be primarily in tze
FX category) would allow AID. to shift the equivalent of the FX component
of such savings to the IO category. We thus estimate that the GOM will
have little or no potential FX 1liability, unless there are substantial
claims accruing from the work in question..

On the other hand, since the proposed: AID financing does not provide
for the financing of project overruns, we have already advised the GOM
that it may be responsible: for ‘providing up to $343,200 in. ¥X and up to an
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additional $486,800 in IC if all the estimated contingencies are actually
required and negotiations in the contractor's bid result in no lowering
of FX or IC bid prices.

Thus, assuming the worst-cage situation, the GOM/AID financial contribu-
Vions to the project could look like this:

Table IV

Chikwnws-na_n% Road
Revised Financial Plan g.mné 1974)

Worst-Case Situation
M

X e Total Cost

ATD Original Loan $ 7,737,800 $ 7,737,800
AID Loan Amendment .

Fim - 1,513,200 1,513,200

Contingency 486,800 486,800

(Subtotal) $ 9,737,800 $ - $ 9,737,800

GOM Original Contribution - 1,202,200. 1,202,200

GOM Additional Contribution

Fimm - 1’659’0.00 13659’000

Contingency 343,200 486,800 830,000
(B!Ibtot&l) $ (343,200) ($3,348,000) (% 3,691,200)
Total $10,081 ,000 $3 ?348 ,000 $13,429 ,000

The reader might note some eépparent discrepancies between Tables III
and IV. In Table IV because total project costs including contingency
costs reach $13,429,000 including FX of $10,081,000, it 1is assumed that
the original AID loan has to be used entirely for FX as does all the pro-
posed AID loan amendment. The GOM thus has to pick up a potential FX
liability of $3U43,200.. This table is 11lustrative, but does indicate the
potential financing the GoM may be required to provide to complete the
pProject. Under this agsumption, the GOM might have to finance an addi-
tional $2,689,000.

As an alternative, AID is proposing to suggest to the GOM that it
consider the first 10 miles of the highway running north from Bangula, as

and would require only minor modifications to provide good drainage char-
acteristica. This modification would lower total project costs by an
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estimated $1,000,000 including spproximately $600,000 in PX costs.. Such
& modification would assure sufficient JX from the AID funds to.cover all
FX project costs and would lower the potential additional GoM contribu-
tion on a worst-case assuaption basis from $2,489,000 to 41,489,000, we
estimate that the not Daying this section of the road would lower the
brojected project Anternal rats.of return somevhat, but.would still leave
it .at an .acceptable level. (See Economic Analysis section. ).
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Economic Effects oi the Dollar Loan
M

These remain as shown on page 29 of the original loan paper (AID
B/P-loeh) .

I Impact on the Enviromment
The proposed project's environmental impact was reviewed in detail
Annex XVIT of the original loan paper (AID DIC/P-1084). Safeguards
ring construction are built into the design and will substantially
iminate negatin environmental problems. The road, once paved, will
dust-free, a positive envirommental factor.
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CHECKRLIST OF STATUTORY CFTLTERTA.

In the right-hand margim, for each item, write answer or, as appropri-
ate, a summary of required discussicn. As necessary, reference the
section(s) of the Capital Assistancc Paper, or other clearly identi-
fied and availsble document, in which the matter is further discussed.
This form may be made a part of the Capital Assistance Paper.

The' following abbreviations are .used:

FAA - Foreign Assistauce Act of 1961, as amended.

FAA, 1973 - Foreign Assistance Act of 1973.

App. - Poreign Assistance and Related Programs.
Appropriation Act, 1974.

MMA - Merchant Marine Act of 1936, as amended..

BASTIC AUTHORITY

‘1. FEAA § 103: § 104; § 105;
4 106; § 107. Is loan heing made

a. for agriculture, rural development No
or nutrition;

.

b. for pepulation-planning or health; s

c. . for education, public administration, lis
or: human ' resources developmant;



d. to solve economic and social develop-
ment problems in fields such as ‘transporta-
tion, power, industry, .urban development,

and export development;

e, 1in support of the general economy of
the recipient country or for development

programs conducted by private or interna-

tional organizations.

COUNTRY PERFORMANCE

Progress Towafda.Countgx Goals

2. FAA S 201 (b) (5), (7) & (8); # 208

A, Describe éxteht to which country is:

(1) Making appropriate efforts to
increase food production and improve
means for food storage and distribu-
tion..

(2) Creating a favorable climate
for foreign and domestic private
enterprise and investment,

(3) Increasing the public's role in
.the developmental process.

Yes

No

Satisfied. Malawi has given
appropriate emphasis to increasing
food production. Road construc-
tion and improving road network
will directly contribute. Makawi
recently signed 2 loans with
IERD/IDA to develop egricultural
schemes,

Satisfied. Malawi has signed er
Investment Guarantee Agreemen+
with the U.,S, It has esta.blis':.ei_
the Malawl Development Corporatisr
which assists and encourages:
investment.

Satisfied. GOM has established a
corps of young pioneer grours r-ow
actively participating in Malawi's
development., Developmental
programs have been intended to
benefit the general population.



Satisfied. More than 954 of the
country’s:budget is spent on
recurrent and development
expenditures, Almost all capital
“expendityres and a large percentage
of development expenditures aréc’
used ip development related .
programs, project and activitiss.
Bée Malawi 19731980 plan:®
Malawi does not divert
its development ressurces

for unnecessary military
expenditures (See item 10

.-3-

(4) (&) Allocating available budge-
tary resources to development.

(b) Diverting such resources for
tnnecessary military expenditure
(See also Item No. 20) and inter-
-vention in affairs of other free.

and- {ndependent nations.) (See
also Item No. l1).

(5) Msking economic, social,and
political reforms such as tax collec-
tion improvements and changes in land
tenure arrangements, and making pro-
gress toward respect for the rule of
law, freedom of expression and of the
Press, and recognizing the importance
of individual freedom, inttiative,
and private enterprise..

(6) Willing to contribute funds to
the profect or program.

(7) Otherwise responding to the
vital economic, political, and
social concerns of its people, and
demonstrsting a clear determina-
tion to take effective self-help
measures.

page 8 of this list) and
does. not intervene in tlre
affairs sf osther nations.

Satisfied: Malawi hes a
workable tax system,
Malawl has no major land
tenure problems and new
lands are developed sut-
side tribsl holdings.

Satisfied: the GOM will
contribute a substantia:

.to this project
533 of the pgojgct dost.

Satisfied: The GOM has
agsumed responsibility
for lacal costs of
external assistance
projects and its 1571-:-
Plan is considered g we.:
Planned response to tke
countrys needs.

B, Are above factocs taken into account Yes.

in the furnishing of the subject assis-
tance?
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Treatment of U,8, Citizens and Firms.
“

3. FEM 8 620 (c). If assistance is Satisfied. No such undeotedness
to government, is the government exists.

liable as debtor or unconditional
guarantor on any debt to a U,S.
citizen for goods or services
furnished or ordered where (u) such
citizen has exhausted available
legal remedies and (b) debt is not
denied or contested by such govern-

ment?
4. FAA 8 620 (e) (1). If assistance Malawi has not taken such acti-rs.

is to a government, has it (in-
cluding government agencies or sub-
divisions) taken any action which
has the effect of nationalizing,
expropriating, or otherwise seizing
cwnership or control of property of
U.S. citizens or entities benefi-
cially owned by them without taking
steps to discharge its obligations
toward such citizens or entities?

5. FAA 8 620 (o); Fishermen's Protective Not applicadle: Country :is
Act. 8 5. If country has seized, or land locked.
imposed any penalty or sanction against,
any U.S, fishing vessel on account of
its fishing activities in international

waters,

a. bhas any deduction required by Not appliciable,
Fishermen's Protective Act been
made?
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b. has corplctc denial of assistance Not appliciable.
been considered by A.l.D. Administrator?

Relations with U,S. Government and Other

Nations

6. FAA 8 620 (a). Does recipient country Malawi furnishes no assistance
furnish assistance to Cuba or fail to whatsoever to Cuba, end has
take appropriate steps to prevent no ships or aircraft on inter-
ships or aircraft under its flag national routes carrying the
from carrying cargoes to or from Cuba? Malewian flag.

7. TFAA § 620 (b). VIf assistance is to a Yes.

government, has the Secretary of State
determined that it is not controlled.
by the internatisnal Communist move-
ment?

8. FAA 8 620 (d). 1If assistance is for Not applicable.
any productive enterprise which will
compete in the United States with
United States enterprise, is there
an agreement by the recipient country
to prevent export to the United States
of more than 207% of the enterprise's
annual production during ‘the life of
the loan?

9. TFAA 8 620 (f).. 1Is recipient country a N5
Communist country?




10.

11.

12,

13.

14,

-6-

FAA 8 620 (1). 1s rccipient country in
any way involved in (a) subvérsion of,
or military aggression against, the
United States or any countrty rcceiving
U.S, assistance, or (b) the planning of
such subversion or aggression? .

FAA 8 620 (j). Has the country per-
mitted, or failed to take adequate
measures to prevent, the damage or
destruction, by mob action, of U.S.
property?

FAA § 620 (1). If the country has
failed to institute the investment
guaranty program for the specific
risks of expropriation, in converti-
bility or confiscation, has the
A.I.D, administration within the
past year considered denying assis-
tance to such government for this
reason?

FAA § 620 (n). Does recipient
country furnish goods to North
Viet-Nam or permit ships or air-
craft under its flag to carry
cargoes to or from North Viet-
Nam?

FAA 8 620 (q). Is the government of
the recipient country in default on

interest or principal of any A,I.D.

loan to the country?

No to both (a) and (b).

(¥}

There has been n> such: actisn
in Malawi.

Not Appliciable.

No.

Malawi is not inm d=2f2:lc oo
any FAA Loarn,

(1]
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FAA § 620 (t). Has the. country sevcred'
diplomatic relations. with. the: Unitad:
States? If so, have they- been.resumed
-and: have new: bilateral..assistanca: agrce-
.mants been negotiated:and entcred:into

.a2ince: such resumption?

16.. “FAA 3 620° (u).. ‘What is: the paymant

17..

18.,.

status. of the country's U,N,. obliga=-
tions? - If the country is. in- arcears,.
were such arrearages takenm into. account.
by the: A I.D. Adiministrator in deter—
mining: the current A,I.D.. Operatianal:
Year: Budget?

FAA § 48l,. Has: the government of
recipient country failed to- take:ade—
quate- ateps to-prevent narcotics
drugs. and. ather controlled. aubstances:
(as:. detined by.the. Gomprehensive:
Drug. Abuse Prevention:-and Control

Act . of 1970) produced or processed,,
in whaole-or in part,. in: such country,.
ox transported through such. country,.
from being sold illegally within

the jurisdictiom of. such, country “to-
U.S. Government personnel or their
dependents, or from. entering the

UeS. unlawfully?

FAA, 1973 § 29. If (a) milttary hese.
i8 located in recipicat country, amd.
was constructed or is being maintained
or operated with funds furnished' by
U,S., and (b) U,S, personnel carry-out
military operations from. such base,
has the President determined that the
government of recipient country has.
authorized regular access to.U,S,.

‘correspondents. to such base?

Malawi -and' the U.S. ‘have
oeintained diplomati~ relati-n
since: Malawi'"s: indapendence,

Malawi. is.mot in default on
its: G odligations.

~=No=

(a).and. (b) Not Appiiciaz-e,

~
-



Military Expenditures

19,

FAA s 620 (s). What pcrcentage of

country budget is for military
expenditures? How. much of foreign
exchange resources spent on mili-
tary equipment? How much spent for
the purchase of sophisticated
weapons systems? (Consideration of
these points is to be coordinated
with the Bureau for Program and
Policy Coordination, Regional
Coordinators and Military Assis-
tance Staff (PPC/RC).)

Conditions of The Loan

General Soundness

20.

21.

22,

FAA s 201 (d). 1Information and:
conclusion on reasonableness and
legality (under laws of coruntry
and the United Statecs) of lending
and relending terms of the loan.

FAA s 201 (b) (2); s 201 (e)
Information and conclusion on
on activity's economic and
technical soundness. If loan
is not made pursuant to a
multilateral plan, and the
amount of the loan exceeds
$100,000, has country submitted
to A,I,D, an application for
such funds together with assur-
ances to indicate that funds °
will be used in an cconomically
and technically sound manner?

FAA s 201 (b) (2). Informatiom and

conclusion on capacity of the country
to repay the loan, including reason-

ableness of repayment prospects.

Ansvers, as follows:
(A) About 4,5 percent
(B) Negligible
(C) ‘Malawi has not purcrased
‘sophisticated weapons systazs.

The lending terms of the loan-are
reasonable.” The loar's interest rate
does not exceed Malawi's legal rate.

Satisfied: The GOM has applied for tte
funds and will use them for ths
project described in this paper.

The GOM has the capacity
to repay the loan. See CAP,
AID DIC/P-20LL and AID-DLC/P 177k,
Section VI,
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23. FM s 201 (b) (1). Information and

conclusion on ivailability of fin-
ancing from.other frec-world sources,
including private sources within the
United States.

24, FAA s 611 (a) (1). Prior to signing
of loan will there be (a) engineering,
financial, and other plans necessary
to .carry out ‘the .assistance and (b) .a
reasonably.firm estimate of the cost
to the United States of the.assistance?

25. 'FAA s'611 (a) (2). If further legis-
lative action is required within reci-
pient country, what.is basis for rea-
sonable expectation that such action
will be completed in time ‘to permit
orderly accomplishment of purpose of
loan?

26. FAA s 611 (e). 1If loan.is .for’Capital
Assistance, and.all U.S,. assistance to
Project now exceeds $1'million, has

The proposed loan amendment funds
will apply to the earlier AID
finauced loan project Malawi Roads

"Phase I, and it would be extremely

difficuit. for ansther funding source,
private or public to participate.

Yes. Plans and cost estimeter nsve
been completed.

Not appliciable. No'legislati-e
action is applicable.

Yes: See Annex II of this paper,

Mission Director-certified the country's

capability effectively .to. maintain and

utilize the project?

Loan's Relationship t6 Achievement of Country
and Regional Goals

27. FAA s 207; s 113
Extent to which assistance
reflects appropriate emphasis
on; (a) encouraging develop-
ment of democratic, economic,
political, and social institutions;
(b) self-help in meeting the
country's food needs; .(¢) im-
proving availability of trained
manpower in the country; (d)
programs designed to meet the
country's health nceds;

or
this loarn, however integraz:i
of economy will te encsurazss,

agricultural productiszn,

(c) The activity will help Improv=
the skills of several s2-ore
Malawians employed during
construction.

(d) No impact..



28.

29.

30.

31.

10 -

(e} . other important arcas of economic,

political, and social developmant,

Ancluding industry; free labor unipns,’
cooperatives, and Voluntary Agencies;

transportation and communication;
Planning and public administration; .
urban development, and modernization
of existing laws; or (f) ‘ntegrating
women into -the recipient country's
national economy,

FAA § 209. Is project susceptible

'of execution as part of regional

project? If so why is project not
80 executed? -

FAA 3 201 (b) (4). Information and
conclusion on activity's relation-
ship to, and consistency with,
other development activities, and
its contribution to realizable
lorig-range objectives,

FAA § 201 (b) (9). Information and
conclusion on whether or not the
activity to be financed will con-
tribute to the achievement of
self-sustaining growth.

FAA § 209;
Information and conclusion

whether assistance will en-
courage regional development
programs,

(e) The activity being financed,
road construction and
improvement, will be benaefinial
to Malawi's transportaticn ans
comminication network.

" Malawi.

Sec. on economies in CAP
A.I.D, DIC/P 1084 and Secticn
IT of this psper.

AL

See econamic sections ¢t Ji:
AID/DIC/P 1084 and the tciy
of this paper.

See CAP AID 5i7/F ii- zn:
the body of tris zezsr. =
the extent this loar strangzizen
Malawi's economy it wili
indirectly encourage regisnel
development and trade,

(]



32.

33.

36.

35.

FAA s 111. Discuss thc ex- The activity being financed will
tent to.which the loan will have a. direct and indirect benefica..
strengthen the participhtion effect on the rural poor through lsuer
of urban-and rural poor in trapsport. -costs as well as through
their country's developmen:, 4t encouragenent of the agriculturs.
‘and will assist in. the develop= 1investment schemes the GOM will unisr-
- ment of cooperatives.which will take in’'conjunction with the roas
enable and encourage greater ; Broject..

numbers of poor people to help
themselves, toward a hetter 1ife,

FAA s 201 (f). If this is a Satiafied;: Bee oxiginal CAP AID/DIC-P
project loan, describe how such . lqﬂh and the bady of this paper.
project will promote the. country's

economic dewelopment taking intg

accoupt the country's human and

material resaurces requircments

and relationship between ulti-

mate objectives of the project

and overall aconomic development,

FAA s 281 (a). Describe extent This loan. should help these objectivas
to which 'the loan will contri- in indirvect ways, through improved
bute.to the objective of agceas offered the people.

assuring maximum participation
in the task of economic devclop=
ment on. the part of the people
of the country, through the
encouragement- of democratic,
private, and local governmental

institutions.

FAA s 281 (o). Describe extent The GOM's 1973+1930 plan ircludes this
to which program recognizes .the particular activity ard the ana 1.ar
particular needs, desires, and supporting projects. This rlan iz
capacities of the people of thq centered around promotins sisss
country; utilizes the cauntxy's. activities, such as this parTi-ulzr
intellectual resources. to en~ - one, which will improve the livez azz
caurage institutional developmentj incomes of people in the rural ector,
and supports civic, education and: thus, helping the rural population
training in skills required for. participate. in: the. development procez:z,

effective participation in govern-.
mental and political processes.
essential to self-government.
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37,

8.
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FAA § 201 (b) (3). - In what ways
does the activity give reasonable
promise of contributing to the
development of economic resources,
or to'the incréase of productive
capacities?

FAA 3 601 (a). Information and

conclusioms whether loan will ene
courage efforts of the country
to: (a) increase the flow of
international trade; (b) foster
private initiative and competi-
tion; (c) encourage development
and use of cooperatives, credit
unions, and savings and loan
associations; (d) discourage
monopolistic practices; (e)
improve technical efficiency

of industry, agriculture and
commerce; and (£) strengthen
free labor unions.

FAA ¥ 619, 1f assistance is
for newly independent country,
is it furnished through multi=-
lateral organizations or plans
to the maximum extent appro-
priate?

Loan's Effect on U.S. and A.1.D,
S——_—= ~xtect on U.5., and A,I.D,
Program

39.

FAA § 201 (b) (6). Information
and conclusion on possible
effects of loan on U,S, economy,
with special reference to areas
of substaitial labor surplus, and
extent to which U,S. commodities

The activity meets this criteria.

o e
-

(a) The loan will encourage tihe srowsh
of Malawis agricultural expor:s.
See' AID DLC/P-1034 and body =7
this paper.

(b) ta acertain indeterminate exten:

(c) rural crops in this area will na-ve
improved access to Markets.

(d) Affect unknown

(e) commerce will move more easily ir
the project area

(f) affect unknown

Malawi has-been independent for 10 years
Nevertheless much of its externsl
assistance is from Multilatereal
organiz: tions and-U;§, bilateral as-
sistance is being made in concert wisr
larger miltilateral, bilateral develc:-
men} -schemes. See AID DLC/P-108L,

The proceeds of this loan will be ussd
to purchase country code 94l goc
services, AID considers that ro
these goods and services will
likely be purchased frz== .S,
contractors and engineerings fir~s,
These U.S. purchases along w!ih ra=law
of the loan and other U,S, zocds
purchases by a stronger Malawian
economy as a result of this activity
will have a positive effect on the U.S.
B.O.P,

in £
ot m‘
)
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42.

and assistance are. forntshed. fi»
& manner- consistent. with: fmw -
proving the U.S. balauce of payw
ments position.

FAA. ¥ 20Z (a). Total amount of
money under loan which: is golng
directly tor private enterprise’,,
is going: to intermediater credit
tnstitutions or other borrowers:
for use: by private enterprise,.
is. being used: to finance: tm-—
ports from: private sources,. or
is otliervise: being; used to: finw
ance procurerents: from private:
SOUCCES .

PAN. ¥ 60T (FYV. Tnfarmattor and!
conclusion. om hrow the: loarr will
encourage .S, private trade and
investment abroad amd! how ft- will
encourage: private. U.S.. participo-—
tiom imr foreigmw assistance pro-
grams. (including use: of private
trade cliammels: and the services

of U.S.. private: enterprise).

FAA § 60I (d). If & capital.
project, are engineering and
professional services of U.S,.
firms and: their affiliates
used to the maximur extent
consistent with the national
interest?

Lomr. proceeds: will pay for goods: and
services provided: by private entercrise,

Eosxl: proceedss will be' used to pay for
servicew off & ULS,. private: contracsor
and £ U,S;, engineering firm.. Possitly.
the improved: access provided by tia roasl
wEll encourage: UiS,. private enterrriss.

Yes:
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43. FAA 5 602. Information and The U,8. firm which will probably win
conclusion whether U,S, small the construction contract is not
business will participate considered a small business firm, nor
equitably in-the furnishing is the Engineering firm. However,
of goods and service. financed these firms from time to time sub-
by the loan. contract with U.S, small business.

44, FAA 8 620 (h). Will the loan Yo

45,

promote or assist the foreign
aid projects or activities of
the Communist-Bloc countries?

FAA 8 621. 1If Technical No. Technical Asslstancg to be
Assistance is financed by financed from this loan.

the 1loan, information and
conclusion whether such
assistance will be furnished -
to the fullest extent practic-
able as goods and proifessionai
and other services from private
enterprise on a contract basis.
If the facilities..of other
Federal agencies will bhe utilized,
information and conclusion on
whether they are particularly
suitable, are not competitive
with private enterprise, and
can be made available without
undue interference with
domestic programs.

Loan's Compliance with Specific

Requirements

46. FAA § 110 (a); 8§ 208 (e). 1In The GOM will proviiz ezzremimg~z-
what manner has or will the reci-  33% of the estirases inzreazs in
Pient country provide assurances the cost of the activity tids
that it will provide at least 257 loan amendment is to be Providasd
of the costs of the program, pro=- for,

Ject, or activity with respect to
which the Loan is to be made?



47.

48.

49.

51.

52,

- ul-

FAA § 112, Wil1 Loan be .used to
finance police trainjag or re-
lated program in recipient
country?

PAA § 114. Will loan be used o
pay for performence of abortions
or to motivate or -coerce persons
to. practice abortions?.

FAA 8 201 (b). Is the country

among the 20 countries in which
development loan funds may be
used to make loans in this
fiscal year?

FAA § 201 (d). 1Is interest

rate of loan at least 2% per
anmum during grace period
and at least 3% per annum
thereafter?

FAA § 201 (£). If this s a

project loan, what provisions
have been made for appropriate
participation by the recipient
country’s private -enterprisc?

FAA 8 604 (a). Will all -commndity
‘procurement financed under the

loan be from the United States
éxcept as otherwise determined by
the President?

Appropriate provisions made:
See AID DIC/P-1084

Yes



33.

54.

35,

56.

57.
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FAA & 604 (b). What provision
is made.to prevent financing
comuodity procurement in bulk’
at prices higher than adjusted
U.S, market price?

FAA § 604 (d). I1f the coop~
erating country discriminates
against. U.S, marinc-insurance:
companies, will loan agrcenent
require that marine insurance
be placed in the United States
on commodities financed by the
loan?

FAA 8 604 (e). If offshore
procurement of agricultural
commodity or‘ product is to
be ftinanced, is there pro-
vision against such procure~
ment vhen the domestic price
of such commodity is less
than parity?

FAA 8 604 (f). If loan
finances a commodity ‘ime
port program, will arrange-
ments be made for supplier
certification to A,I.D. and
A.I.D. approval of commodity
as eligible and suitable?

FAA § 608 (a). Information
on measures to be taken to
utilize U,S. Government ex=
cess personal property in
lieu of the procurcment of
new items,

Not appliciable

Malawl. doces not so discriminate

Not appliciable

Not appliciable

Not practical in road ccrstrucsiz:
projects of this type,



38.

59.

60.

61.

62,
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FAA 8 611 (b); App. s 101. 1f
loan finances.water or water-.

‘related land resource construce

tion project or program, is there
s benef;c-coqticomputa:1on made;
insofar as practicable, in

Although this activity is not an
activity as defined under this section
of ‘the FAA act appropriate benefit-cost
computations have been made and show the
activities economic feasibility. See
annex IIT and AID DIC/P 1084,

accordance with the procedures
set forth in the Memorandum of .
the President -dated May 15, 19627

This requirement has been complied wit:
under the original loan. See AID-
DIC/P 108k,

FAA s 611 (¢). If contracts for

construction are to be financed
what provision will be made that
they be let on a competitive
basis to maximum extent practic-
able?

FAA s 612-(b); s 636(h). Describe The GOM will provide up to $2,040,000

steps taken to assure that, to the of local currency contributions to the
maximum-extent possible, the: country project.

is contributing local currencies to

meet the cost of contractual and

other services, and foreign currencies

owned by the United States are utilized

ty meat the cost of contractual and

other services

App. s 113. Will any of loan funds No
be used to acquire currency of

recipient country from non-U.S,

Treasury sources when axceas currency

of that country is on deposit in U.S,.

Treasury?

Malawi is not an "excess foreign
currency” country.

PAA 8 612 (d). Does the United States

own excess foreign currency and, if so,
vhat arrangements have been made for
its ralease?



63.

65.

66.

67.

68.

o« i~

EAA = 620 (p). .What provision ts there
against use of. subject assistance to
compensate owners for expropristed o¥
astionslized property?

FAA 8 620 (k). If constructiow of

productive enterprise;, wiIl aggruw
gate value of assistance to be
furmished by the Untted States excaed!
$100 miIlion? '

FAL 8 636 (1). WILL any Iosn: fundy
be used to finance purchase, Long=terts
lease, or exchange of motor vehicle:
manufactured outside the Bnited Statem
or any guaranty of. such: transaction?

"App. & 103. WilIl any loan funds be

used to pay pensions,. etc.,. for.
military persomnel?

App. s 105. If“loan is for: capftal’
project, is there provision for-
A.I.D. approval of all contractors
and contract terms?

App. s 107. Will any loan funds-ke:-
used tu' pay UN assessments?

The Iomn améndment will restrict.
e use of the funds to Project
REPOses,

Prbvision has been made.



69. App. s 108. Compliance with regula-

70.

1.

tions on employment of U.S, and local
personnel.  (A,I.D; Regulation .

App. s 110, Will any of loan funds
be used to carry out provisions of
FAA's s 209 (d)?

App s. 114, Describe how the Committee
on Appropriations of the Senate and
House have been or will be notified
concerning the activity, program, pro=
Ject, country, or other operation to

be financed by the Loan.

72. App. s 60I. Will any loan funds be

73.

ured for publicity or nropaganda
purposes within the United States not
authorized by Congress?

MiA s 901. b; FAA s 640 C.

(a)' Compliance with requirement
that at least 50 per centum of

the gross tonnage of commodities
(computed Separately for dry bulk
carriers, dry cargo liners, and
tankers) financed with funds made
available under this loan shall be
transported on privately owned UsSe-
flag commercial vessels to the ex-
tent that such vessels are available
at fair and reasonable rates.

(b) Will grant be made to loan
recipient to pay all or any portion
of such differential as may exist
between U,S, and foreign-flag
vessel rates?

AID Regulation 7 provisions will
be met,

These committees were given formsl
notification on June 24, 1974,

No

(a) satisfied: The loan amendment
agreement will require suck
compliance,
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SURJT CHIKWAWA=BANGULA ROAD 8L: CEI DETENWINATION

REF: STATE {34024

NATROBY FOR REDSC

te PER REGUEST REFTEL SUBJECT CERTIFICATION SISNED S¥ RUC On

JUNE 24, 1974, READS AS POLLOWSE GUOTE I, CNARLES O, warD,
THF PRINCIPAL OFFICER OF TME AGENCY FOR INTERNATTONAL. ORVELOS.
MENT IN THE SOUTHERN AFRICA RESION (CSARACT, WEWING TANGN:
TNTO ACCOUNT, AMONG OTHER THINGS, THE MAINTENANCE AND.
UTYLIZATION OF PROJECTS IN MALAWI PREVIQUSLY FINMNCED. il
ASSISTEQD BY THE UNITED STATES CSPECIFICALLY THE CAKE. gRONG:
ROAD], THe PERFQRMANCE GF THE MINISTRY OF WORKS AnD" SUPSLIES:
WHYCH HAS RESPONSIBILITY FOR WAINTAINING ROADS THRGUENOYT
HALAWI, AND THE FREVIOUS ASSISTANGE FRON' UTHER GONORS
SPPCIFICALLY OIRECTED TG ROAD CONSTRUCTIOW AND NBINTEWANCG,
NQ HEREBY CEATIFY THAT IN RY JUQSMENT THE GOVENNMENT oF
MALANT HAZ BOTH THE FPINANCIAL CAPABILITY ANG THE WONSW o
REIQURCE CARABILITY TQ EFFECTIVELY WAINTAIN ANG UYSLEZE Twe
CASITAL ASSISTANCE PROJECT, THE CHINGAMA=SANGULS ROWD),. POR:
WHICH ADDITIONAL PUNDING IS PROVIOED UNDEN THIE
SUPPLEMENTARY LOAN, END QuoTE,
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Annesc: 11T
Pager1: of~Z pages:-
- AID=-DLC/P=108k472

A.XID. Loan Nos::
Capital Azst. Paper+No. . AID/DIC,/P-
Project-No. s

Provided: unders: FAM Section-106:
Malad: Roads, Phage:r I

loan. to. the Government.- of -Malawi - ("Borrower") by:an; amountnot - tor exreed:.
o, Million Dollars. (52,0005 Q001 to; provide additional, funds-ta: assist: in.
financing, ammOﬂthefo:eamadmmanilocaJ. currency- costs:of. final
engineering, construction, Supervision,. and: road. constmetiom: of the Clit kwawar
Bangula Road.: This loan- amendment to be: subject: to.the-folloving terms: ang,
corditions:. |
1. Interest Rate and Terms. Of ‘Repayment, Borrower:shall  repay: ti;
A.I.D. the amount of:-the. increase- in-the loan.within:fortgvuo)i
years from the date.of. the £irst dishursement thereof; including:
a grace .period.-;af;mt'-m;.exeeed-;tem (10)' years.. .' Bozrower:shall "
pay, £0-A-1.D.. interest,.cn-the. dishursed. balmce- of: the: anountof:
the .increase.in the-loan, and. any. interest accrued. thereon;. at.-
the.rate of .twg W:;(ZS)- per: anmm: during: the:grace: pariod::
and. three.percent. (38)- par, anmm: theveatter,



Annex IIT
-2- Page 2 of 2 pages

(a) Byuipment, materials ang sexvices financed under this

(b)

increaseinthelomshallbepmcuredfrmbhlawiandfran
countries included in Code 941 of the A.I.D. Geographic
CodeBookasineffectatthetimeardersareplaoed
forsu:hequipnent,mterialsandservica.
neloanallaﬂnm-:tdia.llbesubjecctommou'ertems
and conditions as A.I.D. may beem advisable.

Assistant Administrator for Africa

Date



