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A.I.D. Project No. 367-0119
 

Project Grant Agreement
 

Dated: August 31, 1979
 

Between
 

His Majesty's Government of Nepal (hereinafter referred to as
 

"1HMG/Nfl) 

And 

The United States of America, acting through the Agency for 

International Development (hereinafter referred to as "A.I.D. "). 

Article 1: The Agreement
 

The purpose of this Agreement is to set out the understandings of
 
the Parties named above with respect to the undertaidng by the Parties
 

of the Project and with respect to the financing of the Project by the
 

Parties.
 

Article 2: The Pro.ject
 

SECTION 2.1 Definition of Project. 
The project will provide
 
necessary resources to finance the costs for three distinct elements of
 
the M-IG/N bridge construction program. 
These elements shall include:
 

a. Procurement and transport of steel cable, cement and oth-r 

importrd materials, 

b. 1he fabrication of steel components for specific bridges, and
 

c. The transportation costs of delivering steel components and
 

imported materials to specific bridge sites.
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In addition the Project will provide resources necessary to finance
 

training, a study of the tradesmen adversely effected by bridge construc­

tion and a map and classification system of the nation-wide trail network 

of Nepal.
 

SECTION 2.2. Annex 1. Annex 1, attached, amplifies the above defi­

nition of the Project. 
Within the limits of the above definition of the
 

Project, elements of the amplified description stated in Annex 1 may be
 

changed by written agreement of the authorized representatives of the
 

Parties named in 
 Section 8.2, without formal amendment of this Agreement.
 

Article 3: Financing 

SECTION 3.1. The Grant. To assist HMG/N to meet the costs of 

carrying out the Project, A.I.D. pursuant to the Foreign Assistance Act 

of 1961, as amended, agrees to grant HMG/N under the terms of this 

Agreement not to exceed three million United States ("U.S.") Dollars 

($3,000,000) ("Grant"). The Grant may be used to finance foreign exchange 

costs, as defined in Section 6.1, and local currency costs, as defined
 

in Section 6.2, of goods and services required for the Project.
 

SECTION 3.2. HMG/N Resources for the Project 

(a) HMG/N agrees to provide or cause to be provided for the Project, 

in addition to the Grant, the other resources required to carry out the 

Project effectively and in a timely manner. 

(b) The resources for the total program, including costs borne on an 

"in-kind" basis, provided by HMG/N shall be the equivalent of approximately 

u.s. ($l,o79,ooo). 
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SECTION 3.3. Project Assistanrq Completion Date 

(a) The "Project Assistance Completion Date" (hereinafter referred 

to as "1PACD"), which is June 30, 1982, or such other date as the Parties 

may agree to in writing, is the date by which the Parties expect that all 

services financed under the Grant will have been performed and all goods 

financed under the Grant will have been furnished for the Project as 

contemplated in this Agreement.
 

(b) Except as A.I.D. may otherwise agree in writing, A.I.D. will 

not issue or approve documentation which would authorize release of the 

Grant for services performed subsequent to the PACD or for goods furnished 

for the project, as contemplated in this Agreement, subsequent to the PACD. 

(c) Requests for release, accompained by necessary supporting docu­

mentation prescribed in Project Implementation Letters are to be received 

by A.I.D. or any bank described in Section 7.1 no later than nine (9) 

months following the PACD, or such other period as A.I .D. agrees to in 

writing. After such period, A.I.D., after consultation with H4G/N, may 

at any time or times reduce the amount of the Grant by all or any part 

thereof for which requests for release, accompanied by necessary 

supporting documentation prescribed in Project Implementation Letters, 

were not received before the expiration of said period. 

Article 4: Conditions Precedent to Initial Release 

SECTION 4.1. Release. Prior to any release under the Grant, or to 

the issuance by A.I.D. of documentation pursuant to which a release will 

be made, SqG/N will, except as the Parties may otherwise agree in writing, 

furnish to A.I.D. in form and substance satisfactory to A.I.D.: 
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(a) A statement from the Ministry of Finance that this Agreement has 

been duly authorized and executed on behalf of HMG/N and that it consti­

tutes a valid obligation of HMG/N; 

(b) A statement of the name of the person holding or acting in the 

office of HMG/N specified in Section 8.2, and of any additional repre­

sentative, together with a specimen signature of each person specified 

in such statement; and 

SECTION 4.2. Project Implementation: Prior to release under the 

Grant, or to issuance by AID of documentation pursuant to vhich release 

will be made for costs associated with the Project, HMG/N will, except 

as the parties may otherwise agree in writing, furnish to AID in form 

and substance satisfactory to AID, the name and signature of the 

designated Project Manager. The Project Manager will call a quarterly 

meeting of all parties involved in the project to review the management 

and coordination of the project as outlined in the Project Paper. 

SECTION 4.3. Releases based on use of Criteria of Selection: Prior 

to release under the Grant or to the issuance by AID of documentation 

pursuant to which such release will be made for any costs for bridges to 

be financed by AID, HMG/N will furnish to AID in form and substance 

satisfactory to AID, documentation that the socio-economic ranking of 

HMG/N proposed bridge sites will be taken into consideration in the 

selection of bridges to be financed by the Grant and that a plan has 

been developed to incorporate the use of these criteria during all 

subsequent HMG/N surveying of potential bridge sites to be considered 

for AID financing under the Grant. 
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SECTION 4.4. Releases of Funds for Training: Prior to release 
Under the Grant, or to issuance by AID of documentation pursuant to which 
releases will be made for costs associated with training, HMG/N and AID 
will mutually agree about the type of training to be provided and HMG/N 
will provide AID in form and substance satisfactory to AID, documentation 
that the type of training to be provided is acceptable to HMG/N, that
 
candidates selected by H4G/N 
 fulfill the minimum requirements of quali­
fication for training, and that upon successful completion of training, 
such participants will be assigned to positions in the DOR which will
 
encompass responsibilities for field work that utilizes the knowledge 
and skills acquired during their trainings and that sufficient numbers of 
these partic-ipants will be assigned to positions upon completion of
 
training whose responsibilities 
will encompass work related to the
 
Suspension Bridge Project of 
the Departnent of Roads. 

SECTION 4.5. Releases of Funds for Reimbursement of Local Currency, 
Costs: Prior to the release under the Grant toor issuance by AID of
 
documentation 
 pursuant to which releases will be made for local Currency
 
Costs associated 
with the AID financed bridges, HMG/N will provide AID
 
in form and 
 substance satisfactory to AID, evidence that contracting 

and tendering procedures acceptable to AID have been followed. 

SECTION 4.6. Notification: When A.I.D. has determined that the 
conditions precedent specified in Section 4.1, 4.2, 4.3, 4.4 and 4.5 

have been met, it will promptly notify HMG/N.
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SECTION 4.7. Terminal Dates for Conditions Precedent
 

(a) If all of the conditions specified in Section 4.1 have not been
 

met within 60 days from the date of this Agreement, or such later date
 

as A.I.D. may agree to in writing, A.I.D., at its option, may terminate
 

this Agreement by written notice to HMG/N. 

(b) If the conditions specified in Section 4.2, 4.3 have not been
 

met within 120 days from the date of this Agreement, or such later date
 

as AID may agree to in writing, AID, at its option, may cancel the then
 

unreleased balance of the Grant, to the extent not irrevocably committed
 

to third parties, and may terminate this Agreement by written notice to
 

HMG/N.
 

Article 5: Project Evaluation and Reports
 

SECTION 5.1. Project Evaluation. The two parties, HMG/N and AID,
 

agree to conduct an evulat of the Project every six months after
 

signing this agreement until the completion of the Project.
 

Article 6: Procurement Source
 

SECTION 6.1. Foreign Exchange Costs. Releases pursuant to
 

Section 7.1 will be used exclusively to finance the costs of goods and
 

services required for the Project having their source and origin in the
 

countries included in Code 941 of the A.I.D. Geographic Code Book as in
 

effect at the time orders are placed or contracts entered into for such
 

goods or services ("Foreign Exchange Costs"), except as A.I.D. may other­

wise agree in writing, and except as provided in the Project Grant
 

Standard Provisions Annex, Section C.l(b) with respect to marine
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insurance. Ocean transportation costs will be financed under the Grant 

only on vessels under flag registry of the United States of America or
 

Nepal except as AID may otherwise agree writing.
in For purposes of
 

this Grant Nepal is included as a 941 country.
 

SECTION 6.2. Local Currency Costs. Releases pursuant to Section 7.2 

Uil be used exclusively to finance the costs of goods and services
 

required for the Project having their source and, 
 except as A.I.D. may 

otherwise agree in writing, their origin in Nepal ("Local Currency Costs"). 

To the extent provided for under this Agreement, "Local Currency Costs" 

may also include the provision of local currency resources required for
 

the Project.
 

Article 7: Release
 

SECTION 7.1. 
Release for Foreign Exchange Costs
 

(a) After satisfaction of conditions precedent, HMG/N may obtain
 

releases of funds under the Grant for the Foreign Exchange Costs of 

goods or services required for the Project in accordance with the terms 

of this Agreement, by such of the following methods as may be mutually 

agreed upon:
 

(1) by submitting to A.I.D., with necessary supporting documenta­

tion as prescribed in Project Implementation Letters, (a) request for 

reimbursement for such goods or services, (b)requests for cash advances 

for such goods and services, or, (c) requests for A.I.D. to procure commo­

dities or services on MG/N's.behalf for the Project; or, 

(2) by requesting A.I.D. to issue Letters of Commitment for 
specified amounts (a) to one or more U.S. banks, satisfactory to A.I.D., 
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committing A.I.D. to reimburse such bank or banks for payments made by 
them to contractors or suppliers, under Letters of Credit or otherwise, 

for such goods or services, or (b) directly to one or more contractors or 

suppliers, committing A.I.D. to pay such contractors or suppliers for 

such goods or services. 

(b) Banking charges incurred by HMG/N in connection with Letters of 

Commitment and Letters of Credit will be financed under the Grant unless 

HMG/N instructs A.I.D. to the contrary. Such other charges as the
 

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

SCTION 7.2. Release for Local Currency Costs
 

(a) After satisfaction of conditions precedent, HMG/N may obtain
 

releases of funds under the Grant for Local Currency Costs required for
 

the Project in accordance with the terms of this Agreement, by submitting 

to A.I.D., wih necessary supporting documentation as prescribed in 

Project Implementation Letters, requests to finance such costs.
 

(b) The Local Currency neoded for such releases may be obtained
 

by acquisition by A.I.D. with U.S. Dollars by purchase.
 

The U.S. dollar equivalent of the Local Currency made available
 

hereunder will be, in the case of subsection (b) above, the amount of
 

U.S. dollars required by A.I.D. to obtain the Local Currency.
 

(c) Releases for Local Currency Costs of Fubrication contracts 

can be made only for items produced from steel procured from countries 

on AID Geographic Code 935. 

SCTION 7.3. Other Forms of Release. Releases of the Grant may also 

be made through such other means as the Parties may agree to in writing. 



-9-


SCTION 7.4. Rate of Exchange. Except moreas may be specifically 

provided under Section 7.2, if funds provided under the Grant are 

introduced into Nepal by A.I.D. or on behalf of A.I.D. by any public or
 

private agency for purposes of carrying out obligations of A.I.D. here­

under, H4G/N will make such arrangements as may be necessary so tha~t such 

funds may be converted into currency of Nepal at the official rate of 

exchange at the time the conversion is made. 

Article 8: Miscellaneous 

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

other comrmunication submitted by either Party to the other under this 

Agreement will be in writing or by telegram or cable, and will be deemed 

duly given or sent when delivered to such Party at the following 

addresses: 

To H..G/N:
 

Mail and Cable Address:
 

For Ministry of Finance 
 For Dopartment of Roads 

Joint Secretary Chief Engineer
Foreign Aid & Programming Department of Roads
 

Division 
 Ministry of Works & Transport

Ministry of Finance 
 His Majesty's Government

His Majesty's Government 
 Babar Mahal, Kathmandu, Nepal
Babar I ahal, Kathmandu, Nepal 

To A.I.D.: 

Mail and Cable Address: Director 

U.S. Agency for International
 
Development


c/o American Embassy 
Kathmandu, Nepal 
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All such communications will be in English, unless t!.e Parties other­
wise agree in writing. Other addresses may be substituted for the above 

upn the giving of notice. 

SCTION 8.2. Representatives
 

For purposes of implementing 
 this Agreement, HMG/N will be represented 
by the Secretary, Ministry of Firance and A.I.D. will be represented by
 
the Director, USAID/Nepal, each of whom, by written notice, 
 may designate 
additiogxl representatives. The names of the representatives of HMG/N, 
with specimen bf,7natures, will be provided to A.I.D., which may accept as 
duly authorized any instrument signed by such representatives in implemen­
tation of this Agreement, until receipt of written notice of revocation
 

of their authority.
 

SCTION 8.3. Standard Provisions Annex2. A Project Grant Standard 
Provisions Annex 2 is attached to and forms part of this Agreement. 

IN WITNESS WHEREOF, HMG/N theand United States of America, each 
acting through its duly authorized representative, have caused this 
Agreement to be signed in their names and delivered as of the day and 

year first above written. 

On Behalf of His Majesty's Government On Behalf of The United States 

of Nepal 
of America 

BY: T K '- 0 7 BY: 
TITLE: Secretary TITLE: Director

Ministry of Finance USAID/NepL 



ANNEX 1 

Amplified Description of Project 

Trail Suspension Bridges Project 

Description: The Trail Suspension Bridges Project represents a
 

collaborative effort between HMG/N and AID 
to upgrade the HMG/N's
 

institutional capacity rationally improve
to the national bridge
 

and trail network. Achievement of this purpose will be based on a
 

process of surveying and ranking of potential bridge 
 sites prior to 

fined selection, design and construction of bridges by the Department 

of Roads. The initial design of this ranking and surveying
 

procedure arc outlined in the Project Paper. It is this initial
 

design that will be utilized by the Department of Roads, during the 

analysis of potential bridges which are to be financed by AID. Such 

a procedure, it. is understood, further refined andwill be developed 

during the life of the project with the aim of incorporating them 

eventually into the standar'd operational procedure of the Depart­

ment of Roads.
 

As of result of the use of such a process AID will fund, over a three
 

year period, certain elements of the Department of Roads. AID funds 

totalling upto $2,600,000 will be applied to costs associated with 

the following: 

a. Procurement of steal cable, cement and other imported material, 

b. Fabrication of steel components used in the construction of 

AID financed bridges, and 

c. Transportation of material.j to construction sites. 
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The detailed procedure for financing each of tlhese components, will 

be developed in Project Implementation Letters. HMG/N inputs, which 
will include but not be limited to, the costs of erection contracts 

for 	AID financed bridges, the technical and field personnel, and 

administrative support, operational and maintenance support. Where 

appropriate such inputs will be detailed in separate Project 

Implementation Letters. 

The 	 Project Manager will meet quarterly with an AID representative 

to insure that procurement, contracting, and disbursement of funds 

for 	goods and services essential to the implementation of the 

project is accomplished in a timely and expeditious manner. The 

Project Manage. will take into consideration all relevant HMG/N 

and AID requirements and procedures that are cited in the Grant 

Agreement. The Project Manager and an AID representative will meet 

at least once each quarter. 

The 	 Grant will also provide funding for a number of distinct 

sub-projects. These sub-projects include* 

A. Upto $10,000 for a study of the tradesmen that are displaced 

by the construction of Bridges. A Plan of Action for such a 

Study is provided in the Project Paper Annex. A detailed 

Scope of Work and method of financing will be developed in 

appropriate Project Implementation Letters. 

B. 	 Upto $250,000 for a Map and Classification System of the 

nationwide Trail network of Nepal. An outline of such a map 
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and 	 study is provided in the Project Paper Annex. A detailed 

Scope of Work and method of financing will be developed in 

appropriate Project Implementation Letters. 

C. 	 Upto $65,000 for costs associated with training. Such Training 

and the selection of candidates is outlined in Section 4.4 of 

the Grant Agreement and 

D. 	AID will provide upto $20,000 for costs associated with the
 

procurement of imported cable and cement to be assigned to
 
'locr bridges which have been designed and surveyed by HMG/N 

personnel in collaboration with American Peace Corps Volunteers. 

Such funding wi3l be in-,.2Lnd and will be provided through the 

Department of Roads as part of a program to support the district 

level programs of Local Bridge construction. Procedures for 

requesting such support will be detailed ii ap'opriate Project 

Implementation Letters. 

The budget figures cited above are those provided in the attached 

Project Paper budget and are to be viewed as illustrat~ive only. 

Any or all of these figures may be altered as appr-ipriate by 

Project Implementation Letter. 
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Projoct Budget 

Project Inputs USAID HMG/N Total 

FX LC FX LC 

1. Bridge Construction 	 1400 1200 740 3340 
(a) Imported Items (1400),(O 
I Fabricated bridge Parts 37T (365c)Transportation Contracts 	 (835) (83 

d) Erection Contracts (7 0) (740 

2. Trail Map 	 220 30 250 

3. Displaced Tradesmen Study 
 10 	 10
 

4. Training 65 65 

5. Evaluation 30 25 55 

6. 	 Import6 for Local Bridge 
Program 20 20 

7. Surveys 
 167 167
 

8. DOR Overhead Costs* 172 172
 
(a) Maintenance -O 	 (Ii0 
(h) Salaries, reorganization etc. _ 	 (62_(62) 


9. TOTALS 1735 1265 10791 	 4079 

*AJl HMG/N costs are prorated for project. 
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Project Grant Standard
 

Provisions Annex
 

Definitions: 
As used in this Annex, the "Agreement" refers to the
 

Project Grant Agreement. Terms used in this Amnex have the same
 

meaning or reference as in the Agreement.
 

Article A. Project Implementation Letters
 

To assist HMG/N in the Implementation of the Project, A.I.D., from
 

time to time, will issue Project Implementation Letters that will
 

furnish additional information about matters stated in this Agreement.
 

The Parties may also use jointly agreed-upon Project Implementation
 

Letters to confirm and record their mutual understanding on aspects
 

of the implementation of this Agreement. 
Project Implementation
 

Letters will not be used to amend the text of the Agreement, but can
 

be used to record revisions or exceptions which are permitted by the
 

Agreement, including the revision of elements of the amplified
 

description of the Project in Annex 1.
 

rticle B. General Covenants 

SECTION B. 1. Consultation. 
The Parties will cooperate to
 

assure that the purpose of this Agreement will be accomplished. To
 

this end, the Parties, at the request of either, will exchange views
 

on the progress of the Project, the performance of obligations under
 

this Agreement, the performance of any consultants, contractors,
 

or suppliers engaged on the Project, and other matters relating to
 

the Project.
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SECTION B. 2. Execution of Project. HMG/N will:
 

(a) carry out the Project or cause it to be carried out with
 

due diligence and efficiency, in conformity with sound technical, 

financial, and management practices, and in conformity with those 

documents, plans specifications, contracts, schedules or other 

arrangements, and with any modifications therein, mutually approved 

by the Parties pursuant to this Agreement; and 

(b) provide qualified and experienced management for, and 

train such staff as may be appropriate for the maintehance and 

operation of the Project, and, as applicable for continuing activities,
 

cause the Project to be operated and maintained in such manner as to
 

assure the continuing and successful achievement of the purposes of
 

the Project.
 

SECTION B. 3. Utilization of Goods and Services 

(a) Any resources financed under the Grant will, unless
 

otherwise agreed in writing by A .I.D., be devoted to the Project
 

until the completion of the Project, and thereafter will be used so
 

as to further the objectives sought in carrying out the Project.
 

(b) Goods or services financed under the Grant, except as
 

L.I.D. may otherwise agree in writing, will not be used to promote
 

or assist a foreign aid project or activity associated with or
 

financed by a country not included in Code 935 of the A.I.D. 

Geographic Code Book as in effect at the time of such use. 
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SECTION B. 4. Taxation 

(a) This Agreement and the Grant will be free from any taxation 

or fees imposed under laws in effect in the territcry of HMG/N. 

(b) To the extent that (1) any contractor, including any con­

sulting firm, any personnel of such contractor financed under the 

Grant, and any property or transaction relating to such contracts and 

(2) any commodity procurement transaction finnced under the Grant, 

are not exempt from identifiable taxes, tariffs, duties or other
 

levies imposed under laws in effect in the territory of 1fl'G/N, HMG/N 

as and to the extent provided in and pursuant, to Project
will, 

Implementation Letters, pay or reimburse the same with funds other
 

than those provided under the Grant.
 

SECTION B. 5. Reports, Records, Inspections, Audit. HMG/N will: 

(a) furnish A.I.D. such information and reports relating to the
 

Project and to this Agreement as l.I.D. may reasonably request;
 

(b) maintain or cause to be maintained, in acccrdance with 

generally accepted accounting principles and practices consistently 

applied, books and records relating to the Project and to this 

Agreement, adequate to show, the receipt and use of goods and services 

acquired under the Grant. Such books and records will be audited 

regularly, in accordance with generally accepted auditing standards, 

after the date of last release ofand maintained for three years 

funds by A.I.D.; such books and records will also be adequate to 

show the basis of solicitation and award of contracts and orders, and 
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the overall progress of the Project toward completion; and
 

(c) afford authorized representatives of a Party the opportunity at
 

all reasonable times to inspect the Project, the utilization of goods and
 

services financed by such Party, and books, records, and other documents
 

relating to the Project and the Grant.
 

SECTION B. 6. Completeness of Information. HMG/N confirms:
 

(a) that the facts and circumstances of which it has informed
 

A.I.D., in the course of reaching agreement with A.I.D. on the Grant,
 

are accurate and ccmplete, and include all facts and circumstances
 

that might materially affect the Project and the di'scharge of respon­

sibilities under this Agreement;
 

(b) that it will inform A.I.D. in timely fashion of any
 

subsequent facts and circumstances that right materially affect the
 

Project or the discharge of responsibilities under this Agreement.
 

SECTION B. 7. Other Payments. HMG/N affirms that no payments
 

have been or V.l be received by any official of HMIG/N in connection 

with the procurement of goods or services financed under the Grant,
 

except fees, taxes, or similar payments legally established in the
 

country of IDG/N. 

SECTION B. 8. information. HMG/N will bring out information 

conco'.ning the Project and identify the Project site and Project 

commodities as part of a program jointly financed by HMG/N and A.I.D., 

as desc.ibed in .roject Implementation Letters.
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ArIA plip C. Prc.'enent Provisions
 

SECTTON C. 1. Special Rules
 

(a) The source and origin of onean and air shipping will be 

deemed to be the ocean vessel's or aircraft's comntry of registry at 

the tine of shipment. 

(b) Premiums for marine insurance placed in the territory of 

HMG/N vill be deemed an eligible Foreign Exchange ifCost, otherwise 

P-i ,ble under Section C.7(a). 

(c) Any motor vehicles financed under the Grant will be of
 

United States manufacture, except k.I.D. otherwise
as may agree in
 

writing.
 

(d) Transportation by air: financed under the Grant, of 

property or persons, w.ill be on carriers holding United States 

certification, to the extent service by such carriers is available or 

on other carriers as mutually agreed. Details on this requirement will
 

be described in a P:-oject Implementation Letter.
 

SECTION C. 2. Eligibility Date. No goods or services may be 

financed under the Grant which are procured pursuant to orders or 

contracts fin.y placed o:r ente:ed into prior to the date of this 

Agreement, except as the Parties may otherwise agree in writing. 

SECTION C. P-lns,_Sec-.fications, and Contracts. In order 

for there to b,: mu .al. agreemet on the following matters, and except 
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as the Parties may otherwise agree in writing: 

(a) HMG/N will furnish to L.I.D. upon request and upon prepara­

tion, including material modification, 

(1) any plans, specifications, proqurement constructionor 

schedules, contracts, or other documentation relating to goods or
 

services to be financed under the Grant, including documentation 

relating to the prequalification and selection of contractors and to
 

the solicitation of bids and proposals.
 

(2) such documentation will also be furnished to A.I.D.,
 

upon preparation, relating to any goods or services, which, though
 

not financed under the Grant, are deemed by A.I.D. to be of major
 

importance to the Project. 
Aspects of the Project involving matters 

under this subsection (a) (2) will be identified in Project Implementa­

tion Letters; 

(b) Documents related to the praqualification of contractors,
 

and to the solicitation of bids or proposals for goods and services
 

financed under the Grant will be approved by HIG/N with prior agreement
 

of A.I.D., prior to their issuance, and where applicable, their terms
 

will include United States standards and measurements;
 

(c) Contracts and contractors financed under the Grant for
 

engineering and other professional services, for construction services,
 

and for such other services, equipment or materials as may t specified
 

in Project Implementation Letters, will be approved by H(/ .'with 
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prior agreement of A.I.D., prior to execution of the contract.
 

Material modifications in such contracts will also be approved in
 

writing by A.I.D. 
 prior to execution; and 

(d) Consulting firms used by HMG/N for the Project but not
 

financed 
under the Grant, the scope of their services and such of their 

personnel assigned to the Project as A.I.D. may specify, and construc­

tion contractors used by HMG/N for the Project but not financed under 

the Grant, shall be acceptable to k.I.D. 

SECTION C. 4. Reasonable Price. 
 No more than reasonable prices
 

will be paid for any goods or services financed, in whole or in part, 

under the Grant. Such items will be procured on a fair and., to the 

maximum extent practicable, on a competitive basis.
 

SECTION C. 5. Notification to Potential Suppliers. To permit 

United States firms to have the opportunity to participate in 

furnishing goods and services to be financed under the Grant, HMG/N 

will furnish L.I.D. such information with regard thereto, and at 

such tines) as A.I.D. may request in Project Implementation Letters. 

SECTION C. 6. Shipninc
 

(a) Goods which are to be transported to the territory of HMG/N 

may not be financed under the Grant if transported either: (1) on an 

ocean vessel or aircraft under the flag of a country which is not 

included in A.I.D. Geographic Code 935 as in effect at the time of 

shipment, or (2) on an ocean vessel which A.I.D., by written notice 
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to HMG/N has designated as ineligible; or (3) under an ocean or air 

charter which has not received prior A.I.D. approval. 

(b) Costs of ocean or air transportation (of goods or persons) 

and related delivery services may not be financed under the Grant, if 

such goods or persons are carried: (1) on an ocean vessel under the 

flag of a country not, at the time of shipment, identified under the 

paragraph of the Agreement entitled "Procurement Source: Foreign 

Exchange Costs," without prior written A.I.D. approval; cr (2) on an 

ocean vessel which A.I.D., by written notice to lv!G/N, has designated 

as ineligible; or (3) under an ocean vessel or air charter which has 

not received prior A.I.D. approval. 

(c) Unless L.I.D. determines that privately owned United States­

flag comercial ocean vessels are not available at fair and reasonable 

rates for such vessels, (1)at least fifty percent (50%) of the gross 

tonnage of all goods (computed separately for dry bulk carriers, dry 

cargo liners and tankerp) 7inanced by k.I.D. which may be transported 

on ocean vessels will be transported on privately owned United States­

flag commercial vessels, ond (2)at least fifty percent (50%) of the 

gross freight rovenue generated by all shipments financed by A.I.D. 

and transported to the territory of HMIG/N on dry cargo liners -hall 

be paid to or for the benefit of privately owned United States-flag 

commercial vessels. Compliance with the requirements of (1) and (2) 

of this subsection must be achieved with respect to both any cargo 
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transported from U.S. ports andany cargo transported from non-U.S.
 

ports,, computed separately.
 

SECTION C. 7. Insurance
 

(a) Marine insurance on goods financed by A.I.D. which are to 

be transported to the territory of HMG/N may be financed as a Foreign 

Exchange Cost. under this Agreement provided (1)such insurance is 

placed at the lowest available competitive rate, anM (2) claims ther­

under are payable in the currency in which such goods were financed 

or in any freely convertible currency. If HMG/N, by statute, decree, 

rule, regulat on, or practice discriminates with respect to A.I.D.­

financed procurement against any marine insurance company authorized 

to do business in any State of the United States, then all goods 

shipped to the territory of HMG/N financed by A.I.D. hereunder will 

be insured against marine risks and such insurance will be placed in 

the United States with a company or companies authorized to do a 

marine insurance business in a State of the United States. 

(b) Except as A.I.D. may otherwise agree in writing, HMG/N will 

insure, or cause to be insured, goods financed under the Grant imported 

for the Project against risks incident to their transit to the point
 

of their use in the Project; such insurance will be issued on terms and 

conditions consistent with sound commercial practice and will inisure 

the full value of the goods. Lny indemnification received by 1M4G/N
 

under such insurance will be used to replace or repair any aterial 

damage or any loss of the goods insured or will be ised to reimburse 
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HMG/N for the replacement or repair of such goods. Any such replace­

ments will be of :ource and origin of countries listed in A.I.D.
 

Geographic Cede 935 
 as in effect at the tiz; of replacement, and, except
 

as the Parties may agree in writing, will be otherwise subject to the
 

provisions of the Agreement. 

SECTION C. 8. U.S. Government-Owned Excess Property. Wherever 

practicable, United States Government-owned excess property, in lieu
 

of new items financed under the Grant, should be utilized. Funds under 

the Grant may be used to finance the costs of obtaining such property 

for the Project. 

Article D. Termination; Remedies 

SECTION D. 1. Termination. Either Party may terminate this 

Agreement by giving the other Party 30 days written notice. Termina­

tion of this Agreement will terminate any obligations of the Parties 

to provide financial or other resources to the Project pursuant to 

this Agreement, except for payment which they are committed to make 

pursuan to noncancellable commitments entered into with third parties 

prior to the termination of this Agreement. In addition, upon such 

termination A.I.D. may, at L.I.D.'s expense, direct that title to 

goods financed under the Grant be transferred to A.I.D. if the goods
 

are from a source outside Nepal, are in a deliverable state and have
 

not been offloaded in ports of entry of Nepal.
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SECTION D. 2. Refunds 

(a) In the case of any release which is not supported by valid 

documentation in accordance with this Agreement, or which is not made 

or used in accordance with this Agreement, or which was for goods or 

services not used in accordance with this Agreement, A.I.D., 

notwithstanding the availability or exercise of any other remedies 

under this Agreement, may require 1LG/N to refund the umount of 

such release in U.S. Dollars to A.I.D. within sixty (60) days after 

receipt of a request therefor.
 

(b) If the failure of HMG/N to comply with any of its obliga­

tions under this Agreement has the result that goods or services 

financed under the Grant are not used effectively in accordance with 

this Agreement, A.I.D. may require HM1/N to refund all or any part of 

the amount of the releases under this Agreement for such goods or 

services in U.S. Dollars to A.I.D. within sixty days after receipt
 

of a request therefor. 

(c) The right under subsection (a)or (b)to require a refund 

of a release will continue, notwithstanding any other provision of 

this Agreement, for three years from the date of the last release 

under this Agreement. 

(d) (C) Any refund under subsection (a)or (b); or 

(2) lny refund to AL.I.D. from a contractor, supplier, bank 

or other third party with respect to goods or services financed under 
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the Grant, which refund relates to an unreasonable price for or
 

erroneous invoicing of goods or services, or to goods that did not
 
conform to specifications, or to services that were inadequate, will
 
(A) be made available first for the cost of goods and services required
 

for the Project, to the extent justified, and (B) the remainder, if
 

any, will be applied to reduce the amount of the Grant.
 

(e) Any interest or other earnings on Grant funds released by 
A.I.D. to HfG/N under this Agreement prior to the authorized use of
 
such funds for the Project will be returned to A.I.D. in 
 U.S. Dollars 

by H4G/N. 

SECTION D. 3. 
Nonwaivrr of Remedies. 
No delay in exercising
 

any right or remedy accruing to a Party in connection with its 

financing under this Agreement will be construed as a waiver of such 

right or remedy.
 

SECTION D. 4. Power of Attorney. H4G/N agrees, upon request, 
to execute a power of attorney to A.I.D. of any cause of action which
 
may accrue to HMG/N in connection with or arising out of the contractual 
performance or breach nf performance by a party to a direct U.S. Dollar 
contract with A.I.D. financed in whole or in part out of funds granted 

by A.I.D. under this Agreement. 


