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Old NE.l 
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Project No. : 690-22-312--035 

CAPITAL ASSISTANCE LOAN AMENDMNT AUTHORIZATION
 

Prjvided under: FAA 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 thereunder, I
 
hereby authorize an amendment to increase the above-captioned
 
loan to the Government of Malawi ("Borrower") by an amount not 
tv ,xTcccd 1V MILL DoTT 1- (e49 n'l nnn) t-,- prr rnr, ,rld iinn~l 

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-Bangula Road. 
This loan amendment shall be subject to the following ters and 
conditions: 

1. Interest Rate and Terms of Repayment.
 

Borrower shall repay to A.I.D. the
 
amount of the increase in the loan.
 

within forty (40) years from the
 
date of the first disbursement
 
thereof, including a grace period
 
of not to exceed ten (10) years.
 

Borrower shall pay to A.I.D.
 
interest on the disbursed balance
 
of the amount of the increase in
 
the loan, and any iaterest accrued
 
thereon, at the rate of two percent
 
(2%) per annum during the grace
 
perioL. and three percent (3%) per
 
annum thereafter.
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2. Currency of Renayment.
 

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

3. Other Terms and Conditions.
 

(a) Equipment, materials and
 
services financed under this 
increase in the loan shall be 
procured from Nalawi and from 
countries included in Code 941 
of the A.I.D. Geographic: Code 
Book as in effect at the time 
orders are placedfor such equip­
ment, materials and services.
 

(b) The loan amendment shall be
 
subject to such other terms 
and conditions as A.I.D. may
 
.2- ­
deemL advisaleuJ.
 

Assistant Administrator for Africa
 

Date 



DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. D.C. 20533 

UNCLASSIFIED 

AID-DLC/P-1084/2
 

June 2T, 1974
 

1'MORANDUM'FOR THE DEVELOPMENT LOAN COMMITTE
 
SUBJECT: MALAWI - Road, 'PhaseI,
Amendment 

Attached for your review are recommendations for authorizationof an amendment to the loan to the Governmentof MalaWi of the Republicin an'amount
Dollars) 

not to exceed $2,000,000 (Two Millionto provide additional funds toa portion of the assist in financingforeign exchange and local currency costsfinal engineering, construction of
supervision, and road constructionof the Chikwawa-Bangula Road. 

We are not planning to have a formal Development Loan Staff
Committee meeting on this loan amendment which is less than $5.0
million.. Please note your concurrence or objection is due
by 2:00 p.m. Friday, June 28, 19T4.
 

Development Loan Committee
 
Office of Development
 

Program Reviev
 

Attachments: 
Smmary and Recommendattons 
Project Analysis 
ANNEXES I III-
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MMADM oLA.IPon I WAN. AMEOT 

1. Rorrover: Govemnt of the Republic of MalaWv ((W)
 

21PoanAmendmwnt 
 Amut: $2,00011000 

maturity: 40 Years including a 10-year grace pe!riod 
o Interest: 2 percent per anma 
during the-grsce period,

3 Percent per annan thereafter­
.. !.amn 
 Tnterest and principal repayable ii U.S. 

dollars
 

-4, iinnECial Plan
 

A.LID. Loan 69--2 7~',737*8o0. 
-roosed Aq eD. Loan Amendent 
 2,00,000 ­ -

Orlginal GM1 Contribution 1,202,200 -

Zftcrtwsei GM1 Contribution:**u, .0 
Total 


$13,429,000
 
*$662,,2 00 for design of Lilong ±-Mchinji Road 
- clad estimated contingencies 
5. P e crtion.: 

.... The proJect consists. of final engineering,.IiOnSui*r±sionand constructionRoad. The construction Of the Chikvawa -Banguaincludes Upgrading the existing earth roadto a bitu.. surface road. re _V-gmt oa three road sections re­ducing. the' road length tram 59 Miles to 52 ailet, and construct ionOf several, bridges. 
6- Pip,,. ofthe LoanA .d,-.t: To provide! a portion- of the fZndsOcebase to carry out t ChikawkaaBa-Vpg. Road construction pro­ect based on the bid prices for such construction.
 

224 In ct--bsr 1972 A.I.D.
thqijw.. ulgRoad financed: a fewsibiliIty study ofto determine._aded to bituminous,ro i. 
if the road should he up..I.D. ' interest in ftndin- tho.study 



stemmed from. the extenaire Shire Valley Agricultural Schemes pro­jected to result in vastly increased agricultural production in theValley 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.I.D.
financial support for such a project and A.I.D. authorized Loan
690-H-002 which It was estimated would finance about 87% of theof such an undertaking. 	 coatSubsequent rapidly inflating-cottructioncosts have resulted in an approximate 43% cost increase net of con­til gencies over 	the A.I.D. May 1973 estimate (see Sections 1* IIIand V of this paper). The GOM has now requested that A.I.D. considerfinancing up to $2,000,000 of this increase.. 
8. Mport-Import B nk Clearance: Clearance for project received May 7,1973. The proposed loan amendment is deemed to come within this 

clearance. 

9. Country*Team Views: Country Tea strongly endorses 
the project.
 

10. 	Statutolr Criteria: 
 Satisfied (see Annex I).
 

11. 	Recommendations: Authorization of a loan amendent not to exceed­i!-, 0000to provide a portion of the funds necessary to undertake
the Chikwawa-Bangula Road coustruction project..
 

CAPITAL ASSISTANCE C0MITTM 

Loan 	Officer: 
 G. Thompson 
- P. Guedet -

Endneer : 	 P. Stearns- R. Fedel-
Lawyer : H. Johnson 
 W -V. Jones 


Desk Officer: 
 F. Scordato ­



I Introduction 

A. 	 Description and.Background 

Thq Shire Valley development scheme discussed in detail in the 

Malawi Roads Phase I Capital Assistance Paper of. May 1973 (AD/DLC 

P-1084) includes some $18.1 million of agricultural projects finaced 

jointly by the IDA and the Government of Malawi. AID, IMD and GOM 

officials held several official discussions prior to early 1973 about
 

the proposed IDA/GOM agricultural projects, and in more general terms
 

the need for a'reliable road transport backbone for the Shire 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 subject to serious maintenance problems during the rainy
 

season primarily.because of poor drainage, and subject to severe dust
 

and corrugation problems during the dry season, is the Shire Valley's
 

main access and egress link, its backbone. The study revealed the
 

feasibility of upgrading the road to paved standards. 
 On 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 I loan in May
 

1973 (AID Loan 690-H-002).
 

Slightly over $7.7 million of this loan was slated for final
 
engineering construction and engineering supervision of the Chikwawa
 

-Bangula Road; the remainder was slated for final design of another high
 
priority road project inMalawi, the Lilongwe-Mchinji Road.
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The original May 1973 CAP (malawi Roads Phase I,AID DZC/P-1084) 
estimated the Chi av%-BanV ~aproject would.cost $8,9kWooo; the GOM 
was to contribute .,ca ! currency (Le) financing of $1* 02,200 for the 
project; the remaining $47737,800wa; to'be financed by the AID loan. 

proposed in the CAP. The loan was authorized on May 31, 1973 and the 
AID/GO) Loan Agreement was signed on June 21, 1973. 

The U.S. engineering firm of Daniel, Mann, Johnson and Mendenhall 
(DMJM) carried out 'the detailed engineering design under'the Phase I 
690-H-002 AID loan. They submitted revised cost estimates of the road 
construction to AID in late January 1974 which were substantially above 
the preliminary cost estimates used in the May 1973 Phase I CAP. Even 
the DM31 revised estimates were substantially below the bid submitted by 
the low-bidding firm, Nello 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 DMJM estimates 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: Constructionof 
Chikwawa-Bangula Road
 

1. January 1973 estimate (DMJM) $ 7,100,000 
2. May 1973 estimate (AID) 7,815,000 
3. January 1974 guess (AID) 

over original estimate 
increase 2,000,000 

.3,000,000 
to 

4. February 1974 estimate (DMUM) 8,254,000 
5. Nello Teer low bid June 1974 11,186,ooo 

6. June 1974 estimate (AD) 12,304s,000 



Ot cn . seeothat .the.;.Tee. bid is.. 57%..over the.:'orig:nua;,DMjM
 
eatinate.., the-i44r. bidea..ia lso. 4&3%,
, .1973.es , over the AD ie a 
even. exeeded :he.Febrry 1974 D 1M.estimate by(36"...n inc.Monhs. 
has ,elapsed,,.,1. jtcrease'would_ be. considered reasonable based on the
 

cu ret-price indqx)..
 

AID.% iz. reatiq; to..th embargo-caused. shoitagpes ani. general.
 
price. ±nf~ationxM.mMI
n e a geAd this.. Januui. that- the. bid. price, would be
 
$2 "di.lio2. to xilio 
 abaye- DMJM's. first estinat.. 'As. can bethe. bdat seen,
 

th.b4price. is,,aiai 
 r $4,086,000 hihe 

AID. feela..entirely Justified in. suggesting the cons.ruction
 
costs -of-the-project. nay reaqh *2,304,000 or: higher (see 
Table IV.
 
section V)3, even 
 give; the possibility. that negoti.tiona with .Nello
 
Teez- m\..result in 
 ..contract. price reduction of! about $4O..,000-*1,000, "On 
given, the. fraet that the road passes over relatively fat. terrain and through 

fairly good. soils. 

AI appears to have a better collective. memory, than the private 
U.S., engEneering,, firma..on the. relative-cost, of doinbusiness in Africa 
via the-US. AD'..be3ieves. the estimate made by JM does not. co-plately 
consider uncertainties of supplies, lck of extensive:.coqpettion, 
curren y f.utuations, and escalating foreign wage and inatlqn. rates. 
Even -though,AID estimates. were higher than 'W.s the*,bid price wa. 
above AID's estimates. 



It should be pointed out that there has been substantiil price
 

inflation on U.S. domestic'highway projects in the past 18 months. 

The Jne 20,9'1974 issue of the Engineering News Record reports that the 

Federal Highway Administration noted a 36% year-to-year.rise in its bid 

price index between March 1973 and March 1974. The January to March 1974 

Recent 10% and higher wage settlements andincrease alone was .11.7%. 


increasing materials costs indicate that the March to June 1974 quarter
 

index will probably show another substantial increase.
 

When.one adds in the uncertainties of working in a foreign country
 

as well.as the general indications that construction costs are rising 
in
 

Africa at a somewhat similar rate as those in the U.S., the Teer 
bid appears
 

to be, on an overall basis, reasonable although there are still certain
 

bid line items which may either be negotiated downward or require 
further
 

justification by Teer before AID can agree to award of contract to Teer.
 

These items total approximately $1.5 million in costs which require
 

additional justification.
 

The other bidder, Reynolds Construction Company, bid $14,137,000.
 

Their bid has been reviewed and appears way out of line, probably
 

because of their lack of experience in East Africa.
 

It is thus very import4nt for the G4 to be fully aware that itmay 

infact have .tomeet the costs shown in Table IV in Section III of this CAP, 

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


cables*
 



xn 	 y case, the Teer bid baa been reviewed by WMJK d )XM engineers 

and i. rvasconsidered responsve and reasonable aftea the factors of 

IMZMan d.gene'Lalcost.. increases noted'above are taken into 

S given the special .itatio of working -* lm4 a %=d'ld*ked 

C.mtry . The GOM' is now .considering awarding the contrant to- Teer irom
 

preliminry Imcications we expect its decision to be pAtive. AID is
 

veay .to agree to the award once the certain Teer bid line items are 

-clarified (See Section "II. 

'3. M~ Dvelopment Obj&ct lyes
 

.L,.u, o e of the wrld's least-developed countris.,is making
 

gest strides in mrshaling its esources t trdsratmal 
 nd balanced 

eeumiic developmn.. Fixed Investment accei ed from 8.7% of -DPte in 

*1961 to 17.9% in 1970.. iMala,± plans to diret It, suarceM'otal resources 
•wards agricultural and rural integration projects such as the Shire Valley 

'psinu!tural/transpot 
scheme described at the outset of this paper and in 

detai~l in Anh CAP AD/DLc P-lo8t mrit donor suprt.
 

Al3so, the UBG wishes to coatinue its suppert of rational 'econamic
 
et of the noz-ityoruled states of 'the Socthen Africa -region to
 

allow them the choice and '-indevendencea stronger eewney brings about.
 

Co 	 The Borower
 

Theboarrower will be the Gover 
 of MaLa "L. will beThe prircect 

emecMted by the Ministry of Works and Supplies-9 Poadst 
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Ire eonomic Bnlyig
 

2,horiagia CAP (An/DLC P-1084) determined the project's internal
 

rate of return t.- be between 14.7%and .18.2%. This return was slightly 

lower. than-tHJK' earlier estimtes which'ranged froin 17.6% up to 19.8%. 
The higher figures for both the AID and the tWM estiuztes include the net 

benefits of the- increased agricultural production the road would encourage. 

As project costs have increased, so have the costs of users of road
 

transportation. For instance, 
 the price of gasoline in Malawi is now 76% 

higher than it was in January 1973. The price of an average truck in Malaw" 

has risen somewhere between 20%and 30%in the same 'period.o Other costs
 

sucha wages, tires, truck and 
auto repairs have also shown considerable
 

increases., EM estimates are 
in the 25% to 35% raW t1or most user-cost' 

components other than gasoline. 

AID undertook an estimated revised internal rate of' return of the project 

based on the new cost estimates and road user*cost incriases of 20% (which is 

somewhat below what it may actu&ly be based on the above). High foreign 

sugar prices may stimulate large jumps in sugar production in the Shire 

Valley.° This would increase traffic over the road and consequently improve
 

its ecqnomiq return.-. We did not feel we 
had the information to evaluate this 

possibility properly. 

Using our conservative revaluation of road user benefits and the upward 

revised cost estimates the internal rate of return shows a considerable 

drop, to approximately 9.8%to 12.6%. This indicates the project, if it did 

not have other unquantifiable social and economic benefits, would still be 

mrginally justified based on a 10% cost of capital in M4alawi. 



The.laudable. descia-of. ,thb.-G6-to.lnkr ,the-somewhat bacIkwaz& soiuthern 

Malawi: Shfe Varley region-ito the:stonger eenta reg1.cn?&eeono*,4i&,not 
qu~atifie&±in the,,analysis. ThIs ;agzlcroad' 
 ral 

investment 'schemes, should have twO pouitive. spread. effet A .. 
easiert commexcial_'marke t Provided-by-the, road,.comb ne0 ,wit:,:the. sml.access 


holde,'fa=re-
 benefits- directly related.to, the.-agrieuldtural schemes,. 

The= Buiea..ha.-discussec&:wayw.of "-such.-beaef-k & in,a...
 
quantitatlve-way. We-would.:encourage. the-investments, in,the,,V1.ley since.
 

they'.'wll.directly, and indirectly reac':pecple-.outsi-.
o..onlargi 
 ...
 

inside-.the,-mney",econo.,in- Malawi. The: fact. that the-project,s&..re:turi.. is 
now4W.the..margi =does not-, reflect- the..-pri-ority Malawi. assigns ,i' helping 

the!.people& of, the.Valley. area ,,.
 

Fft-our.oww. project accounting-wefeel- it-.-is. 
 justified-to assign- an.
 

addtmntfctor of 1.5--t*'the. project's: internal rate-of 
return, thus,
 

ra si t'n-it. 5%.ors.slightly. higher.
to'about. Ifit had. been-a-road. malnly
 
serving, the. European population in Malawi 
 we--would probably consider, an,
 
adjustment-factor oft1 or.
-less..
ae-justified. 
While.the-1.5 factor in no.way
 
indicates-MalaWi's- relative.development priorities, or choices-, we- feel we. have 
ta.begin' usibg. such &.fttor to encourage-projects. whiick, oz . broad. 
social. accounting basis, may. be.more beneficia-L to a-ceuntry..than others­

showing a. higher retun-,on. & more narrow, quantifiable bais. This. policy 
determination- by the Africa. Bureau should not be.constue& as, am. attempt 

to direct Mlawi's affairs; it is one- way we are able- t. reepnd,to 
econonic determinations which- can skew project. approval dGeOjsOp. awa. 

fom the most need in an economy. 
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Elsewhere in this CAP (see last paragraph of Section III. nd Section 
xV) the possibility of undertakizI only minor modifications to the first 

3.0 Miles of the. 52;-mile road,. which runs northward from Eangula, isdi'-' 
ussed.. This. section carries -the*lightest traffic and is in fairly good 

shape...We do not feel the economici of the project wuid change much if 
this alternative were taken. The cost swings plus the light traffic indi­
cate a cost/benefit trade-off, i.e., nothing lost nothing gained. h'ver­
theless-, we hope there will be funds to complete this section as there is 
some traffic using the Bangula railhead.
 

III TechnicalAnalysis 

A. BidAnasis 

Section I discussd the general inflationary .and uncertainty. 
situations which are causing large bid price increasea here-and abroad,.
 
as well as more specific uncertainties facing Southern African countries.
 

DMJI, keeping these and similar coat increasing factors in mind (for 
example, the price of steel reinforcing bar rose 55% in the U.S. last year), 
is inthe process of a comprehensive analysis of the contractor's bids. 

As mentioned earlier, two U.S. contracting firmas submitted bids. 
The bids were opened on June 15, 1974. Nello Teer's bid of 411,186,000 
was about $3,000,000 lower than the Reynold Constructioz Company bid. 
Two other interested contractors decided not to bid, evidontly because of 

other commitments. 

Some line items categories are way out of line with DMM's 
revised Februsry 1974 cost estimte, i.e., furnished housing and vehicles 



are 
"0 above; cearLg and. rubbing is 46% above; structures are 73% 

above., culvert is 40% above; and asphalt paving is 43% above. On the 

other handg. Earthwork a mjor itez is about equal (actually 2.4% less) 

than- MM4's.estimate. 

It is on these specific line items. in the bid that DMJM will
 

reqUiMr clarification ft 
 Teer before it can recommend to the GOM
 

that it award the contract to Teer. nevertheless, DMJM advises us 

that it expecta success in clarification of these line items, and
 

perhaps success in certain bid price reductions on these line of items. 

Needing clarification are Teer's dollar bid price for subbase, 

it&local cost (kwacha) bid price fbr structures and culverts, its 

dollar bid price for furnishing asphalt and its dollar and local cost 

bid prices fbr contractor housing, vehicles and miscellaneous supplies. 

Teer my be able to show to the satisfaction of DKJM, AID
 

and the GOM that its bid prices adequately reflect the reasonable ccsts 

it may meet, or it may be willing to accept a lover negotiated price if 

Teer would agree to incorporation of an escalation clause for all steel 

products, that Teer can be shown that his price for subbase is xnreassn­

ably high given the contract guarantee that indicated sources meet 

specifications and other persuasion. Also as mentioned in Sectior V, 

Teer may be able to save something on POL costs, although this car.nc: 

be assured. 

At any rate, the 10% contingency (see Table 1 Section V),
 

coupled with the possibility of a lower negotiated bid price, provide
 

rea~onable.assurance that the worst-case estimate financial plan (Table
 

IV Section V) isprobably the -az- financial liability the G014 would 
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have 	to bear, disregard any potetial. claims. 

B. 	 Technical Sondmnsan 

AD engineeri have closely followed the DM1TM 	bid review process 

and are in agree.ent with the DMYJM bid analysis. The AID technical 

analysis of the DMJM final design work has been completed and AID consi­

der the design to be technically sound and meeting the requirements of 

Section 611(a) of the Foreign Assistance Act of 1961 as amended. Further­

more, the technical analysis of the bid has been found to be acceptable 

and sufficient for AID approval of an award of the contract to Nello Teer, 

Inc. once the line item clarifications mentioned under Section III.A 

above are clarified. 

The AID analysis of the engineering design revealed that there 

are certifications by DMJM that sufficient local base and subbase 

materials of high quality exist as inindicated the tender documents. 

This reduces uncertainties as to the availability of suitable local 

materials. The assured availability of local materials items is an 

extremely important factor in assuring completion of the 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 is not expected to vary 

significantly. 

Award construction contract July/August 197k 

Contractor mobilization Augut/September 1974 

Start construction October 1974 

Complete construction June 1976 -



V IN CL ANALYSIB: 

The revised financial. requirements -of the Chikwava-Bangula Road 

project are outlined in Table IX below; Table I shows the original re­

quirements for comparison purposes. AID's proposed $2,000,000 loan 

amendment will provide 59% of the additional basic project cost increase 

of $3,371,000 under the revised financia. requirements; the G0M wil 

provide 41%or $1,371,000. However, since there are certain shifts in 

the foreign exchange (FX) and local currency (LC) categories in the- re­

vised project financial requirements,.. and since. the. engineerin. design. 

costs of the Lilongwe-Mchinji 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 provide an estimated minimun of $1,659,000 of local currency 

financing (see Table III) or, on a worst-case basis, up to $343,200 of 

AX and t,1489.0006 of W in addition to the $1,202,200 of IC it has' 

already agreed to.-provide. 

The proposed $2,000,000 AID loan agreement amendment. ill not be 

signed until AID. has firm indicationsa from the GM that. it will in. fact 

provide the additional funds necessary to complete the project or nego­

tiate with Nello Teers, the low-bidding contractor who will be. awarded 

the-contract, a major downward revirion in the scope of the project which 

we-estmat-. lcoldsve up• to.$",000,00". (See Technical Analysis., 

Economic Analysis: and the last paragraph of this section for details on 

this possible work scope revistono4 
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TABLEI 

VAJAWI ROADS PHAE I
 

CHIKWAWA.- B ULA ROAD
 

ORIGINAL (AY 1973) FINANCIAL 'REQuIRZ!. _ 

FX LC TOTAL 
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 
13% Quantity Contingency. 
 490,000 
 280,000 770,000
 
20% Price Contingency 
 800,000 
 500,000 1,300,000
 

TOTAL 6,022,800.
6 $ 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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MAAWI ROADS PHASE r
 

CHrKIAWA T BANGUIA ROD
 

REVISED (JUNE 1974) FINANCIAL REQUIREMENTS 

FX LC TtAL 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 *** .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 isa further implied contingency of 3, of the contract cost
(about $400,000) since there are strong indications that small savings
through minor modifir-ations in the design ojithe road through negotiations
with the low bidder, Nello Teer of Durhalm, Nforth 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 incorporated only for POL, cement, and wageincreases over the GOM's minimum wages, we feel the 	price contingency issufficient 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.
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TAD .111 

iRoads-NMik.. Phase I 

Chikwma-angula.-Road 

Rewsed.. Financial Plan (June 1974) 

MI. Total Cost
 
AIM'Origtnal, Loan-
 4:7251,000 486,80 7,737,800 

AM. Proposed Lran;
 
Amendment-
 2 000;000 
 2,000,000
 

(Sm. TOTAL, (9,251,000) (486,8OO) (9,737,800) 

GO* Original Contribution. 1,202,200 1,202,200
 

Proposed GWE,Addtionalt
 
Contribution. 
 1,659,000 1,659,000
 

(SU "T0TA- 2,8612oo 2,861,2oo 

TOTALS- $9,251,000 $.3,060,000 $-12,31,000 

Me originai.,fnancial plan (May 1973; see pg-27 AID DWC/P-1084)estimated that AID:would.provide $6,022,800 in Fx and $1,715,000 in LC, a
total of'$7,737,800-for.-this project. To adjust the.FX and LC components ofthe low bidders bid we have now provided that AID will fund the- entire FXcomponents of final design.engineering supervision and construction costs
thus-AID's L contribution has been revised downwards and shifted into the
FX category. The reader-cam note from Table.II that AID.estimates the possi­bility of some- $830,000 in 7F.contingencieso if some or all of theseactually occurs the-revised estimated AD.IC contribution of $486,000 canbe scaled down.accordingly. Further, if negotiations with Nello Teer provesuccessful in lowering POL .costs-by $300,000 and other costs by $100,000,the FX.component of"these savings (such savings, would be primarily in theIt category) would alldw.AID to shift the.equivalent of the FX component
of such savings- to the category. We thus estimate -,that the GOM wil.have,little or no potential.I7liability, unless there are substantial
claims accruing from the work in question.. 

On the other hand, since the proposed AD financing does not provide
for the financing of project overruns, we have already advised the GOMthat.it may be responsible: for providing. up to $343,200 in: 7X and up to an 



additional 486,800 inw 
if all the estimated contingencies are actuallyrequired and negotiations in the contractor' bid result in no loweringof YX or IC bid prices. I 

Thus, assuming the worst-case situation, the GM/AID financial contribu­tionm to the project could look like this.. 

Table IV
 

Chikwawa-Bhnguia Road
 

Revised Financial Plan (June 1974) 

Worst-Case Situation
 

FX 
 Ic Total Cost
 
AID Original Loan 
 $7,737,800 
 7,737,800
 

AID Loan Amendment

Firm 
 1,513,200 
 1,513,200
Contingency 
 486,800 
 486,800 

(Subtotal) * 9,737,800 - 99,737,800
 
GON Original Contribution 
 - 1,202,200 1,202,200
 

GOM Additional Contribution

Firm - 1,659,000 1,659,000Contingency 
 343,200 
 486 800 830000 

(Subtotal) 
 $ (343,200) ($3,348,ooo) ($3,691,200) 
Total $10o,81,000 
 $3,348,ooo $13,429,000
 

The reader might note some apparent discrepancies between Tables III
and W. In Table IV because total project costs including contingencycosts reach $13,429,000 including FX of $10,081,000, it is assumed that
the original AID loan has to be used entirely for FX as does all the pro­posed AID loan amendment. The G2 
thus has to pick up a potential FX
liability of $343,200.. This table is illustrative, but does indicate the
potential Zinancing the GO 
may be required to provide to complete the
project. 
Under this assumption, the GO 
might have to finance an addi­tional $2,689,000. 

A an alternative, AD is proposing to suggest to the G02consider the first 10 miles of the highway running north 
that it 

it is from Bangula, asin very good shape compared to the remaining 42 miles to the northand would require only minor modifications to provide good drainage char­acteristics. This modification would lower total project costs by an 



Ostated 1,00,000 including approximately 600,000 in 7X costs., Sucha modifi~cation would-assuz'. suftrIcientIX project costs and would lover te 
YX from the A-ID fun4a to-cover alllpotential additional. GM contribu.­tioU On & Vorst-case assuaipen basis from *2,4891,00 to *,489,o0.estiMte.that the pot Da"$M this section of the road.would lover the 

we 

olected. -oJect. int. 1e. wate,.of return somewhat, bztwould stilltoleaveit.,at on ;acptab3.e -level. (See Economic AMalvals section.). 
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Iconcmic Effects oi' the Dollar Loan 

Theme remain as shown on page 29 of the original loan paper (AID 

a/P408i4). 

Impact on the Environment 

The proposed project', environmental impact was reviewed in detail 

Annex XVII of the original loan paper (AID DLC/P-1084). Safeguards 

ring construction are built into the design and will substantially 

Ilinate negative environmental problems. The road, once paved, will 

dust-free, a positive environmental factor. 



LIP-1084/2

June 1974
 

,IMCKLlST*0 STATUTORY CRITERTA 

In the right-hand' margin., for each- item,. w.ritc answer. or, as appropri­ate, a Summary of required discussion. As necessary,. reference thesection(s)- of the Capital.Assiatance Paper, or other clearly identi­fied and available document, in which the matter is further discussed.

This form may be made a part of the Capital Assistance Paper.
 

The following abbreviationas are used: 

FA. -	 Fbretgn Assiatauce Act of 1961, as amended-. 

FAA, 	1973 - Foreign Assistance Act of 19'73.
 

App. 	 - Foreign Assistance, and Related Programs. 
Appropriati-on Act, 1974.
 

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

%SIC 	AMTORITY 

.I. 	F A 9103:. 104: 9105;
1 106; . 107. Is .loan being-made 

a. 'for agriculture, rural development 
 No 
or nlutrition; 

b. for population-planning or health;
 

c.. for education, public administration, IO 
or:;uman,resources developme.nt; 
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d. to solve economic and social develop- Yes
 
ment problems in fields such astransporta­

"..e power, industry, urban development ,
.and export developmnt; e 

a. ii iupport of the general economy of No
 
the recipient country or for development

programs; conducted by private or interna­
tional organizations.
 

COUNTRY PERFORMANCE 

Prosress Towards. Country Goals 

2. FAA 1 201 (b) (5). (7) & (8)e'# 208 

A. 	 Describe extent to which country is: Satisfied. Malawi has given 
appropriate emphasis to increasing
food production. Road construc­
tion and improving road network 
will directly contribute. Masawi(1) Making appropriate efforts to recently signed 2 loans with

increase food production and improve IBRD/IDA to develop agricultural 
means for food storage and distribu- schemes.
 
tion. 

Satisfied. Malawi has signed an(2) Creating a favorable climate Investment Guarantee Agreemen,
for foreign and domestic private with the U.S. It has establis:. i
enterprise and investment, 
 the Malawi Development Corporation.
 

which assists and encourages,

investment. 

Satisfied. GOM has established a 
(3) Increasing the public's role in 
 corps of young pioneer groups r.nod
the developmental process. 
 actively participating in ,Malawi' s 

development. Developmental 
program have been intended to 
benefit the general population. 



Satisfied. More than 95% of the 
- cuntruo-budget is spent on 

recurrent and development
 
e#xsnditures. Almost all capital(4> (k) Allocating avalsble budge- "btary resouces to development. .nit1,zes and a large percentageof development expenditures are" 
used U, development related. 

programs, project and. act fit± s. 
I6e Malawi 1973- 980 Pian.' 

(b) 	 Diverting such resources for 
unnecessary military expenditure 
(See also Item No. 20) and inter-
.vention in affairs of other free. 
and independent nations.) (See
also Item No. 11). 

(5) Making.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 impor'tance
of individual freedom, initiative, 
and private enterprise.. 

(6) WilIing. to contribute funds to 
the project or program. 

(7) Otherwise responding to the 
vital economic, political, and 
social concerns of its people, and 
demonstr.ting a clear determina-

tion to ta:e effective self-help 

measures, 


B. Are above factors taken into account 

in the furnishing of the subject assis­
tance?
 

Mblawi does not divert
 
its development resources
 
for unnecessary military

expenditures (See item 19
 
page 8 of this list) and
 
does.not intervene in the
 
affairs of other nations.
 

Satisfied: MaIlawi hr.% a 
workable tax system.
 
Malawi has no major land 
tenure problems and new
 
lands are developed out­
side tribal holdings.
 

Satisfied: the GOM will
 
contribute a substantia:
 

su~t this project,
e8,.of the project cost.
 

Satisfied: The GOM has
 
assumed responsibility
 
for local costs of
 
external assistance
 
projects and its 1971-s5 
plan is considered a we*. 
planned response to the 
countrys needs.
 

Yes.
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Treatment of US. Citizens and Firms.
 

3. FAA 1 620 c). If assistance is Satisfied. No such undeotedness
 
to government, is the government exists. 
liable a* debtor or unconditional
 
guarantor on any debt to a U.S.
 
citizen for goods or services
 
furnished or ordered where (a)-such

citizen has exhausted available
 
legal remedies and (b)debt is not
 
dented or contested by such govern­
ment?
 

4. FAA 1 620 (e) (1). If assistance 
 Malawi has not taken such acti:r. 
is to a government, has it (in-.

eluding government agencies or sub­
divisions) taken any action which
 
has the effect of nationalizing,

expropriating, or otherwise seizing

ownership 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 9 620 (o); Fishermen's Protective 
 Not applicable: Country is
Act. 9 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. has any deduction required by 
 Not appliciable.

Fishermen's Protective Act been
 
made?
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b. has-complete denial of assistance. Not appliciable.
 
heen considered by AL.D..Aministrator?
 

Relations with U.S. Government and Other
 
Nations
 

6. 	 FA I 620 (a). Does recipient country. Mlawi furnishes no assistance 
furnish assistance to Cuba or fail'to whatsoever to Cuba, and has 
take appropriate steps to prevent no ships or aircraft on inter­
ships or aircraft under its flag national routes carrying tile 
from carrying cargoes to or from Cuba? Malawian flag, 

7. 	FAA 1 620 (b). If assistance is to a Yes.
 
government, has the Secretary of Stace
 
determined that it is not controlled
 
by the international Communist move­
ment?
 

S. 	FAA 9 620 (d). If 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 20% of the enterprise's
 
annual production during the life of
 
the loan?
 

9. FAA § 620 (f).. Is recipient country a No
 
Communist country?
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10. 	FAA 1 620 (1). Is recJpient country in No to both (a)and (b).
 
any way involved in (a)subversion of,
 
or military aggression against, the
 
United States or any countiy receiving

U.S. assistance, or (b)the planning of
 
such subversion or aggression?
 

11. 	FAA 9 620 (0). Has the country per- There has been no such a.z:z 
mitted, or failed to Lake adequate in Malawi.
 
measures to prevent, the damage or
 
destruction, by mob action, of U.S.
 
property?
 

12. 	 FAA 1 620 (1). If the country has Not*Appliciable. 
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?
 

S
13. 	 FAA s 620 (n). Does recipient No.
 

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?
 

14. 	FAA § 620 (q). Is the government of Malawi is n:t -n 
the recipient country in default on any FAA Loan.
 
interest or principal of any A.I.D.
 
loan to the country?
 



15.. FAA t 620 (t) "or the-courtry, evered' 1Mlaw::and, the'U.. a*'diplomatic relations. with,-the: Unitadi ita.lna--d. plo~Mtic r-Iati-ncStates If so,, have th y- bean ._reMM sLee-Iawxl"s. ind;-perldence.
-art have new! biLaterLA9Vistanaa, agrne­
.mns been negostkatdandL. eat ed n.t
 
. ince. such.-esuptian?.
 

16.. -F 620' u. :Wht: is: the-,aymprn en t*' n .n.eut 
status, -of the. country' s UJ.., obtige-. 16. U ob-2g -tina.. 
ttamnff,- - If the country- is. tn-,­rrearsr,
were such arrearages takerr into account
 
by- theA.X.U.. Adiaftistrator in. deter­
minLng the current- A.. ,D. Operationarl
 
Year- BudgetT 

1-7.. FAA 9 481.. Has- the. government of
 
recipient 
country failed to. take;.ade­
quate- steps to.prevent. narcotics­
drugs:. and-.,ather controlled- aubstancew
 
(as.detined- by. the. Uomprehen-.ive-

Drug. Abuse Prevention:-and. Control
 
Act. of: 1970) produced or processe&.,
in whole- or. in part,. im.-such country,. 
or trans.ported,through such,country,.

from being sold illegally within'
 
the jurisditicon, of.such,-country -t.
 
U.S. Government personnel,or their
 
dependents, or from.entering-the
 
U.S. unlawfully?
 

18.. FAA, 19,73 t 29. If (a)military-base: (&),and (b)Not'AvpRiciaC..

is located in recipient couatry, and..
 
was constructed or is: being maintainei
 
or operated with funds. furntished by

U.S.,. and (b) U.S. personnel carry-ou:

military operations from.such base,

has the President determine& that the
 
government of-recipient country has-.
 
authorized regular access to.:tU.S.
 
-correspondents to such base?
 



Military Expenditures
 

19. 	 FAA s 620 (s). What percentage of 
country bu.dget is. for military 
expenditures? How much of foreign 
exchange resources spent on mLli-
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 ahd Military Assis­
tance Staff (PPC/RC).)
 

Conditions of The Loan 

General Soundness
 

20. 	 FAA s 201 d). Information and-
conclusion on reasonableness and 
legality (under laws of c)untry 
and the United States) of tending
 
and relending terms 'of the loan.
 

21. 	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 economically
 
and technically sound.manner?
 

Answers, as follows: 
(A)About 4'.5 percent 
(B) Negligible
 
(C) Iblawi.has not purchased
 

.'sophisticated weapons syszezs. 

!he 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 the 
funds and will use them for the 
pr6ject described in this paper. 

22. FAA s 201 (b)(2). Information and The GOM has the capacity 
conclusion on capacity of the country to repay the loan. See CAP. 
to repay the loan, including reason- AID DLC/P-2044 and AID-DLC/P 10'4. 
ableness of repayment prospects. Section VI. 
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23. .WAAs 201 (b) 0. Information and The proposed loan amendment funds
conclusion on ,vailab.1.ity of fin- will apply to the earlier AID
ancing from-other free-world sources, 
 financed loan project Malawi Roads
including private sources within the 
 'Phase I, and itwould be extremely
United States. 
 difficut.for another funding source,
 
private or public to participate.
 

24. FAA s 611 (a) (1). Prior to signing Yes. Plans and cost .estims-te. sL.'Of loan will there be (a)engineering, been completed.

financial, arid 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)t'If further legis- Not appliciable. No'legislati.-e
lative action is'required within reci-
 action is applicable.

pient country, what .isbasis for rea­
sonable expectation that such action
 
will be completed in time-topermit

orderly accomplishment of purpose df
 
loan?
 

26. FAA s 611 (e). If loan..is .for'Capital 
 Yes: See Annex II of this paper.

Assistance, and-all U.S.. assistance to
 
project now exceeds $l million, has
 
Mission Director-certified the country's

capability effectively to.maintain and
 
utilize the project?
 

Loan's Relationship to Achievement of Country

and Regional Goals
 

27. FAA s 207; s 113 
 (a)No direet applicaiont.hirc'-Extent to which assistance 
 this loan, however i.tegrai :.
reflects appropriate emphasis 
 of economy -willb en o=raq.on; (a)encouraging develop-
 (b)The activity will snc-rsqg
ment of democratic', economic, 
 agricultural prsducti=n.
political, and social institutions; 
 (c)The activity will help -pr'p-.
(b)self-help in meeting the 
 the-skills of several sc'r.
country's food needs; 
.(c) im- Malawians employed during
proving availability of trained 
 construction.
 manpower in the country; (d) (d)No impact.

programs designed to meet the
 
country's health needs;
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(e). other important areas of economic, 
politicaL, and social development, 
including industry; free labor unions,' 

cooperativea, and Voluntary Agencies; 

transportation and.conmunication; 

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

28. 	FAA § 209. Is project susceptible 

of execution as part of regional 

project? If so why is project not
 
so executed?
 

S
29. 	 FAA s 201 (b)(4). Information and 


conclusion on activity's relation-

ship to, and consistency with, 

other development activities, and
 
its contribution to realizable
 
lang-range objectives.
 

30. 	 FAA Ss 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.
 

31. 	 FAA1 209; 
Information and conclusion 
whether assistance will en-
courage regional development 
programs, 

(e) The activity being financed, 
road construction and 
improvement, 'will be beneficial 
to Malawi's transpor-tation anj 
commnication hetwork. 

No-The road is entirely wi'h 
YAlawi.
 

Sec. 	on economies in CAP
 
A.I.D. DLC/P 1084 and Secticn
 
II of this paper.
 

See economic sections c- ..-
AID/DIC/P 1084 and the bciy
of this paper. 

See CAP AID DXC/P 
the body of this pazer.
the extent this loan sir:.­
MAlawi's economy it will 
indirectly encourage regional 
development and trade. 
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32. 	 FAA a 111.. Discuss the ex. 

tent to.which the loan will 

strengthen the participation 

of urbanand rural poor in 

their country's development, 

and will assist in. the develop-

ment of cooperatives..which will 

enable and encourage greater 
numbers of poor people to help
 
themselves, toward a better.life. 

33. 	 FAA s 201 (f)', If .this1s a 
project loan, describe how such 
project will promote, the. country.'s. 
economic development taking into.
 
account the count.ry's human and
 
material resources requiremcnts
 
and relationship between ul.ti­
mate objectives of. the project 
and overall economic dev.elopmeat, 

34. 	FAAs 281 (a). Describe extent 
to which the loan will contri-
bute. to the. objective of 
assuring maximum participation 
in the task of economic devcLop­
ment o.. the part of'the people 
of the country, through the
 
encouragement, of'democratic,
 
private, and local governmental
 
institutions.
 

35. 	FAA s 281 (b). Describe extent 

to'which program recognizes .the 

particular needs, desires, and 

capacities of the people of the.-

country; utilizes the.country'-s

intellectual resources. to en-. 
courage institutional development;
and supports civic,education and..hu. 

training in skills required for. 

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

The tC-44ty .being financed will 
b%_e k.drect and. indirect benefica. 
effect on th rureaj poor through 17,:;r 
VPa8P t. .ccAts as well as throi'h 

.ncnI~RMo .. nt of, the agriculture-
Iveste, sems -th GOM will "'er­
tage in'con.unct.on with the road 
D ee.. 

.Sttied See o..giml CAP AID/DLC-P 
a]dQ8.q4 the body o: this paper. 

Ts oAn should help these objectives 
in 1ndirect w Ws, through improved 
V.ocea 0f ergd the people. 

The GPM's..973.1980 plan includes this 
patctls..r activity and ti.e -nc ..ar-­
suppo.ing-pjects.t is -. 
centered aroun promotng :.:s 
actAvOi.eA, as.4h as this par-1 
on,. whch w$u.i improve te ives a: 
inComes of- ole in the rural sector,

help . the rural population
 
.. ticipt.- i. the. doelopment proce,:.
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36. FAA 9 201 (b) (3). In what ways 
does the activity give reasonable
 
promise of contributing to the
 
development of economic resourcest
 
or to'the increase of productive
 
capacities?
 

.3
 

37@ 	 F" a 601 (a). Information and 

conclusiomwhether loan will en-

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 (f)strengthen
 
free labor unions.
 

38. 	FAA 1 619. If assistance is 
for newly independent country,
is it furnished through multi-
lateral organizations or plans 
to th maximum extent appro-
priate? 

Loan's Effect on U.S. and A.I.D. 

Program 

39. 	FAA 9 201 (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.
 

(a)The loan will encourage t?.ear:':: 
of YAlawis agricultural ex'r:rs. 
See AID DLC/P-1084 and body :f 
this paper.

(b to acertain indeterminate exter. 
(c)rural crops in this area will ha*,e
improved access to Markets. 
(d)Affect unknown
 
(e)commerce will move more easily in
 

the project area
 
(f) affect unknown 

balawi hasbeen independent for 10 years
Nevertheless mach of its external 
ssistance is from Multilatera] 
g b and-U.1 bilateral as­
ssta.nce is being made in concert with
 
1awgernalti3aterql,. bilateral deve7c_­

men".schemes. See AID' DLC/P-108L. 

The-ioceeds of this loan wtll be usa
 
to purchase country code 941 goods ind
 
services. AID considers that most 	:.fthese goods and services wi' 
likely be purchased fr:- '.S, c. r. 
contractors and engineeri. ftr~z. 
These U.S. purchases along wth r, :--­
of the loan and other U.S. goods

purchases by a stronger Malawian
 
economy as a result of this activ ty
will have a positive effect on the U.S. 
B.O.P°
 



SO& 	 piisan nshad&se. f iw 
-a qvnwcr caLstezt: wtMW 

Ouvng tM 9;, bfakuce of yo­

4#... 	 FA&. F ZOZ Ca~ r otaL amont: CIE 
Macvey under loan, whicir isw gotng
direc Ly. to- private- anterprtse,. 
ix'going:, tu. inttertim2am crodir 
institutions or: other: borrower 
far ise byr pr~ate enterprtme,
is. being. used- tcr f±inye tin­
iart Erom pr~vate- sourcesp, o= 
is atkiemiste beiing- use&!tty fini.­
ance pro jrIments' fou priLvaMe 

I4rl-	 nAA J fTorirY... T a11nw,um qndl 
concluuion. onr how the: Loaw wj1iM 
encourage M.. priMMte trudi- ancO 
investment: abrusd antV how it. wax~~1e Ce$W Prided by t4*-e r:a.ViO Ioye4M& 

rcoragp: prtvmte: u~S,. parttc#!zp 

gramus (incrudiiig: use.-off privAte­
tradir chaunets- an&' the services 
of U.S.. private- enterprise).. 

42. 	 FAA: 1 601 (d).- if w.capitar. 
project, are: engineering: andk 
protesslonaL services- of U.SI. 
firms- and'. their-affilt.atew 
used!, tor tire. maximnur extent:. 
consfistie witUW the nitiousl 
interestTl 

trn J~feda *=2 pa~p for good& :,d 
86vite. 14tfdk private- en~terrise. 

roM~PVOerdb WLD be used to pay fo 
3eBvwiireW QV 8 MS3 Pr~ivate: contraczor 
=&W-U.. e2neeribg fi~rm.. Possibliy. 

"My 	 e=Ou~e' i.4. PZrIVate- ent-ez'ri a 

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

44. FAA 620 (Ii. -Willthe loan
 
promote or assist the foreign 
 No.
aid projects or activities of
 
the Communist-Bloc countries?
 

45. FAA 5 621,. If.Technical No. Technical Assistance to be
Assistance is financed by 
 financed from this loan,the loan, information and
 
conclusion whether such
 
assistance will be furnished.
 
to the fullest extent practic­
able as goods and professional

and other services from private

enterprise on a contract basis.
 
If the facilities,of other
 
Federal agencies .will be 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. FA A 1 1 0 (a); 9 208 (e). Inwhat manner has or will the reci- The G Ctwill zr i- '1' 33- of the estimte ­
pient country provide assurances 
 the cost of the activit-that itwill provide at least 25% tkdz

loan amendment is to be provided
of the costs of the program, pro-

ject, or activity with respect to 

for.
 

which the Loan is to be made?
 



47. 	 FAA h 112. Will canbe used to 
finance police trmining- or re­
lated program in rec"Lit 
country?
 

48. MO 114. Will loan be-used to 

pay for performnwe *f abvitiom 
or to motivate or coerce persom 
to. practice abortions?. 

49. 	 FM, 201 (b). is the country 
among the 20 countries in which 
development loan funds. may be 
used, to make loans in this 
fisml year? 

50. 	 FAA. - 201 (d). Is interest 
rate of loan at least 2 Per 
annum during grace period
and at least 3%per annum 
thereafter? 

51.. 	 FAA 1 201 (f). If this is a 
project loan, what provisions 
have been made for appropriate

participation by the recipient
 
country's private enterprise? 

52. 	 FAA 604 (a). Will -all commdity 
-procurement financed' under the 
loan be from the United States 
except as otherwise determined by
the President? 

No
 

NO 

Yes 

in 

ltpqopdate provisions made: 
Se.AIM. f/P 1084 

Yes
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53. FAA R 604 (b). What provision Not appliciab.leis Made.to.prevent financing 
commodity procurement in bulk'
 
at prices-higher than adjusted
 
U.S. market'price?
 

54. 
FAA 1 604 (d). If the coop- Mlawi.does nor so discriminate
erating country discriminates
 
against U.S. marine-insurance.
 
companies, will loan agreement

require that,marine insurance
 
be placed in the United States
 
on cnomodities financed by the
 
loan?
 

55. FAA 
9604 (e). If offshore
 
procurement of agricultural 
 Not appl-ciable

comnodity or'produCt is to
 
be tinanced, is there pro­
vision against such procure­
ment when the domestic price

of such commodity is less
 
than parity?
 

5.6. FAA i 604 (f). If loan 
 Not appliciable

finances a conmodity:im­
port program,- will arrange­
ments be made for supplier

certification to A.I.D. and
 
A.I.D. approval of conmmodity
 
as eligible and suitable?
 

57. FAA1 608 (a). Information Rot practical in road C:nstructi:on measures to be taken to 
 projects of this type.
utilize U.S. Government eX­
cess personal property in
 
lieu of the procurement of
 
new items.
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58. FAA 611 (b); App. s 101. if 
 Although this activity is not anloan finances.water or water'. 
 activity as defined under this section*related land.resource construc. of'theFAA aCt appropriate benefit-cost
tion project or* program, is there oVutation8a have been made and show thea benefit-cost'.computation made, activities economic feasibility.insofar as practicable, in See 
annex 131 and AID DIC/P 1084.accordance with the procedures

set forth in the Memorandum of
 
the Presideni.dated May 15, 1962?
 

59. FAA a.611 (c). If contracts for This requirement lias been complied withconstruction are to be financed 
 under the original loaw. See AID­what provision will .be made that 
 mC/P 1084.
they be let on a competitive

basis to maximum extent practic­
able?
 

60. 'FAAs 612.(b); a 636(h). Describe 
 The GOKwill provide up to $2,040,000steps 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
 
to meet the cost of contractual and
 
other services
 

61. App. s 113. 
Will any of loan funds No

be used to acquire currency of
 
recipient country from non-U.S'

Treasury sources when exceas currency

of that country is on deposit in USo
 
Treasury?
 

62. AA s612 (d). Does the United States Malmri Is not an "excess foreignown excess foreign currency and, if so, 
 currency" country.
what arrangements have been made for
 
its release?
 



-I-w
 

I...h 
against use- of.subject M*Sffac* to 
compensate owner.s fLo empoWSstea og 

63. 	 'FiAs 620 Cg wouisloi' is. ther 

nationalfzed property? 

64. FAA a 620r (k). If.cotstur n' oUf6L
 
productive enterprise.. wtr aaRgS? 
sate. value of assiatanCE tai b*± 
fuiwhed by- the Utt±ted- Sraus owadl$100, 	muIion?, 

65. 	 FAA.sr 6-36 (0Y. V111 any 16M, &nu
be used to f nance purthae,. long-ter
lease-,. or exchange of motor- Vehiaee 
manufactured outside the Uhited Stareir 
or any goaranty of. sueb- transuctiou 

66. 	 AP, 13. Will any: Tha -fiadi -b 
used to pay pensions,. erc-,. fo. 
military personnel? 

67. 	Am s 
105. If "loan' s- f6: eavitail 
project, is there provisiow for' 
A.I.D. approval of all contrattorw
 
and contract terms?
 

68. 	 ApP. a 107. Will any. loan; fuudn"*.b'-. 
used to pay UN assesimenies. 

The X t 6mndment wil reV1ct 
W 'A&6f'the funds to Proje.t 

P10"Grit 

*bVisi o hair been made. 
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69. APP. s 108. Compliance with regula- AID Regulation 7 Provisions willtions on employment of U.S. and local 
 be met.

personnel. 
 (A.I.D; Regulation 7).
 

70. Apw. a 110; 
Will any of loan funds No
be used to carry out provisions of
 
FAA.a a 209 (d)?.
 

71. APE a. 1140 
 Describe how the Coumittee These comeitees were given formal
on Appropriations of the Senate and 
 notification on dune g4, 1974.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 601. 
Will any loan funds be No

uptRd for Ptubli ity or prnpanda.NO
 
purposes within the United States not
 
authorized by Congress?
 

73. MEA s 901. b;FAA s 640 C.
 

(a), Compliance with requirement (a)Satisfied: The loan amendment
 
that at least 50 per centum of aeement will require such
 
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 U.S.­
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 

No
 

between U.S. and foreign-flag
 
vessel rates?
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Pursuant, to. that autkxarifty. ved in; tber of the. fo*f 

Asstang , of 1961, s adtedigt-o 
~ is~
 

loto t~e 
 Ioer~ of1a=1dan,. C-o~ n ~e 

M1AjjR.MaUars 0 2,Q~ Qk tq.P= ddtoa --fMd- -tcaasis&~ ix
finanoing, a oR~tmM of the, fQm ~ ~ ~~,oandoctL curmlaPCOstm of. finalengmwXUp 8m~tUiomD s~riir, ayj.,rod j of .tithe'Ciaa-
BangUa Fcd. Thig io1an- amnduet to be subject. to..the, f'd11czging; te=W. ard.. 

1. tLesRateand~T~=n-u-Iet Boom.skjU.rp 
A.I.D. the arnMzt of., theia* 2 . l-n ih~-o.( 
years fzrn the .date.of: the'first- ~ iseme thermf4 . in1ding. 
a grae -Peridof.nrot, to-.exceed.,tert (10).yas. 
Pay, to-A.I.D.. interest .Cithe..disbursed bala=%-_ of- thEra am-of 
the, increasa,in tfw_ loan, and, any.. interest~-=la theremi .at 
the rate peet-(20)Per.anzxmqphgCpei& 
and. three percent (34,pmr anmm*thmenftr 
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o2. Ome4y f*oftpaVnunt. provision shall be made for rqw iet 
of the loan and paymm* of the interest inUnited States dollars. 

3. Other Ten= and gpp.ti. 
(a) Equipment, materials and services financed urzer this 

increase in the loan shall be procured frzM Mlawi and fr= 
countries included in Code 941 of the A.I.D. Geographic 
Code Book as in effect at the time orders are placed 
for such equipnent, materials and services. 

(b) The oan atmekent shall be subjec' to such other term 
and cnditicns as A.I.D. may been advisable. 

Assistant Administrator for Africa 

Date 


