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A.I.D.Loan NIo, 386-T-227
 

Project No. 386-0466
Project Loan Agreement
 

Dated: June 30, 1980
 

Between
 

The President of India ("Borrowern)
 

and
 

The United States of America, acting through the
 

Agency for Interndtional Development ("A.I.o.")
 

Article it T!je Agreement 

The purpose of this Agreement isto sct out the understandings
 
of the parties named above ("Parties") with respect to the under
taking by the borrower of the ProJect described herein, and with
 

respect to the financing of the Project by the Parties.
 

Article 2: The Project 

UCTIQVI 2. . Dofinition of Project. The project, which is 
further described in Anncx 1,will consist of support for the 
Agricultural Rcfinance and Development Corporaticn's (ARDC) program
 
to refinance existing credit institutions lending for minor irrioa

tion investments.
 

11ithin th. limits of the dofinition of the Project in this 
Section 2.1, olements of the amplified description stated in 
Annex I may bo changed by written agreer.crt of tho authorized 
representatives .fthe Parties named inSection 9.2 without formal
 

amendment nf this Agreement.
 



-- 

Article 3; Financing
 

SSECT"ON 3,1 The -Loan. To-assist-tle Borrower-to'met the costs...
 

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

Act of 1961, as amended, agrees to lend the Borrower under the terms of
 

this Agreement not to exceed Twenty Million United States ("U.S.")
 

Dollars ($20,000,000) ("Loan"). 
 The aggregate amount of disbursements
 

unk.:r the Loan isreferred to as "Principal". 

The Loan may be used to finance foreign exchange costs, as defined
 
inSection 7.1, and local currency costs, as defined inSection 7.2, of
 

goods and services required for the Project.
 

SECTION 3.2. Borro'er Rosourcos fnr the Project. 

(a)The iorrowor agrees t provide or cause to be provided for the
 

Project all funds, inaddition to the Loan, and all other resources
 

required to carry out the Project effectively and ina timely manner.
 

(b)The resources to be providc or caused to be provieed by the
 

Borrower for the Project are estimated to be not less than the equivalent 
of U.S. $500,000,000 including costs borne on an "in-Itind" basis. 

SECTION 3.3. tPoject Assistance Completion Vate. 

(a)The "Project Assistance Completion Dote" (PACU), which is
 

June 30, 1982, or such other date as the Parties tiay agree to inwriting. 

isth, dhte by which the Parties estimato t'iit )ll services financed 

under the Loan will havo tzen performed and all goods financed under the 
Loan will lave barn furnished for the, Project an contcrmplated inthis 

Agrooment. 



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

not issue or approve documentation wh ch wol d a;uthorize disbursement ..... 

of the Lei.n for services performed subsequent to the PACD or for goods 

furnished for the Project, as conteriplated in this ,1,;reement, subsequent 

to the PACD. 

(c)Requests for disbursement, accompanied by necessary supporting 

documentation prescribed inProject Implementation Letters, are to be 

received by A.I.D. or any bank described in Section 8.1 no later than 

nine (9) months following the PA CD, or such other period as A. I.D. 

agrees to inwriting. 1-Ifter such period, A.I.D.,, giving notice: in 

writing to the borrower,tmay at any time or times reduce the amount of 

the Loan by all or any part thereof For which requests for disbursement, 

accompanied by necessary supporting documentation prescribed in Project 

Implementation Letters, were not received before the expiration of*
 

said period.
 

Arti:le 4: Loan Terris
 

SECTION 4.1. Interest. The Borrower wtill pay to A.I.U. interest 

which will ac:crue at the rate of two percent (2%) per annum for ten 

years following the date of the first ditbursement of the Loan here

under and at the rite of three perceiit (.%) per annum thereafter on 

the outstaning balance of Principal arol on any due and unpaid 

interest. Interest on the outstanding balanc.e will accrue from the 

ddte (as defined in Section 8.5) of the respect~e disbtirseinent, an 



will be compute-1 on the basis of a 36.day year. Interest will be 

payable no later than six (6) months after the first disbursement of 

.theLoan,hereunder3 -on:--a- date-to -specifi i-y-A. 

SECTION 4.2. R ._paio.t. The Borroawer will repay to A.I.D. tile 

Principal wifhin forty (40) years from the date of the first dis

bursnment of the Loan iii sixty-one (61) approximately equal semi

annual installuisnts of Principal an;i interest. The first installment 

of Principal will be payable ninderA one-half (9-1/2) years ,ftflr 

the date oni which the first interost payrmnt is #6ue in accordance 

with Section 4.1. A.1.D. will proviee the Borrower with aii amortiza

tont schedule in accordance witti this Section after the finmi dis

bursement unler the [oan. 

SECTION 4.3. Application, .urr icy, ' Placc of ay-nt, 

All paymonts of interest aid Prin:ipal heretevi-ev will .-,de in 

U.S. Dollars a'nd will be aprollrov first to tv. payment of interest 

due &nd then to tho repayment of rin, ipl. Except is A.I.D. rimy 

othorwse specify in writing, pay;cUnts il' boe madQ, to the C;nLroller, 

Office ot iriancial Matmq.'i ent, Agency for Jnt. rnzntivnal Development, 

W.ishington, D.C. 20523, U.S.A., and will be deemed m d. when 

recoived by tihe Office of rinanciol hnin.g:;=ent, 

sEriON 4.4. Pe .mt. Upon pr.y,cerL of all interost and a;, 

rafunds then dun the Borrowor may prqpy without penalty all or "ny 

part uf the Principal. Unloss A.I.D. othenvise arees in writing, 

any such prepnymcnt will bo applikd to th(. Installments of Principal 

in the invo'sc order, of thuir maturity. 



SEC MN 4 Rena gtiatlion of Terms. 

(a) The Borrow.r and A.I.0. agree to neopotlate, at such tino 
........ ....s ................. a.................................. ofa...........................roe pa me o.... ..or times"....... ay r -;,est, .......... ener th
lethe ....
either" i... oet e 

LOan in the event that thore is any significent rn, continuing improve

ment inthe internal and external economic and financil position and
 

prospects of India, which enable the Borrower to repay the Loan on a 

.;horter schedule.
 

(b)Any request by either Party to the other t,so negotiate will
 

bc made pursuant to Scction l I- "ndwill give the name and address of
 

the person or p rsons who will represent the requestinI Party in such 

negotiations. 

(c)11it'-hin thirty (31)) eays ifter the elivcry of a requesv' t: 

ncgotiate, the requustcd Party .ili c:o nfunicate t,) the other, pursuant 

to Section 9.1, th,- name and addrcs of ,:person or persons who 

will rrprasunt thu requustevJ Pirty in such negotiations. 

(d) Thc: reprsentatlvos of the Partics will enet to carry orn 

nagotiations no later tthin thirty (30) days after delivery nf tk
 

requested Party's corir, i.ation under ctb-cctio:1 (c). The negtia

tions will takc plac. at a location mutually agreed upon by t0c 

reprosentativus of tho Parties.
 

T:inatin or, Full ymc-., 

full of the Principal and iny accrued intcrest, this Aqreament and 

all oblig:ti.ons of tho bcrrower and A.1..,. under itwill cease. 

SEc t'... ,. Upon pa.vment in 



,, . Article Conditions Precedent to Distur.,munt 

Sr,!j;' 5.1. Fir t Uisbur3ennt. Prior to the first disburse

i,-a-nt under thii Lootn, or to the 1iSSU.Anc- by A.I.O. of documntation 

pursuant to which disbursement will Ix md ,, the Borrower will, 

Oxcopt as A.I.D. may othorwise agree inwriting, furnish to A.I.D. 

in form and substance satisfactory to A.I.D.: 

(a)An opinion of counO acceptable to A.I.D, that this 

Agreement has boon duly authorized and/or ratified by, and cxecuted 

on behalf of, thu Borrower and that it constit;t.s a valid and 

leglly binding obligaition of the Borrower in accordrincc with all 

of Its terms; 

(h) A statenent of the ncnris,.. the pcrson:, holding or acting 

in the officL of th Borro)'er spncifi1 ini Section 9.2 and a speci

men signature (if %ch person spv'cifiud in such sataent. 

;EiICI 5.2'. Notiflc.etion. W'heri ;;,.O. hns ditermined that 

the conditions prccodon t sptxifled in ection .% have been met, 

it will pronptly notify the 3orrow:rr. 

S.cT iO-j 5.3. Torminvl 7ts For Conditions Precedent. If all 

the conditlions spocificd in Saction 5.1 havu not bton mut within 

90 d!ys from the date of this Agr;i. {)nt, or such 'later date as 

A.T.D. may agrce to in writing, A.I.D., nt its option, may termi

nate this fgrv(;omcnt by written notice to tho Borrowr. 



Article 6: Special Covenants 

SECTIO;N 6.1. Proj.ct Evaluition. The Borrower agreas to establish 

an evaluation - ory t nn al -artrgram satisfa , ,t .othe Parzies as nt 

of the Project. Except as the Parties otherwise agree in writing, the 

program will include., during the implementation of the Project and at 

one point thereafter: (a)evaluation of progress toward attainment 

of the objectives of the Project; (b)identification and evaluation 

of problem areas or constraints which may inhibit such attainment; 

(c)assessment of how such infortation miay be used to help overcome
 

such problems; and (d)evaluation, to the degree feasible, of the
 

overall development impact of the Project.
 

SECTION 6.2. Eligible InsLit,.jtions. The Borrower ill, except as 

the Parties othorvise agree in writinq, assure that ARDC utilizes the 

Loan proceeds to provide financing disbursced.nts to only t'.ose institu-. 

tions that it the time of disbursement are eligible for rcifinancing under 

the International Deviloprmcnt Association Credit Ho. 947 1i1(IDA Credit) 

for the Third ARDC Credit Project, or if the IDA Credit has terminated 

were eligible firmediately prior to the termination, 

SECTIOl t.3. Refinancing for Smal l Farmers. The Borrowor will, 

:xcupt as 6-i Parties other.9ise agree inwr4tin, assure that at 'east 

fifty perro.tn of th Loan proc.,.csd shall be used to finance loans to 

small farmers. A small farmor shall m-,n ay farmer cultivating land; 

providing a pr;deov,,opneon nLt roturri to family rasources to such farmer 

and his farlly not exceuding Rup es R,O00 based nn 1972 pricos. 

http:perro.tn


Article 7: Procurement Source 

SECTI ,j 7.1. Foreign Exchange Costs. Disbursements made pursuant 

-to- Secti ontG,J1-wiIl be-used excl usively-to-finance-the costs of goods - -_ 

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

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

at the time orders are placed or cnntracts entered into for such goods 

and services ("Foreign Exchange Costs"), except as A.I.D. may otherwise 

agree in writing, ind except as provide-d in the Standard Provisions, 

Annex, Section C.1 (a) with respect to ocean and eir shipping and 

Section C.1 (t.) with respect to m3rina fi.s:rance. 

SETiC4N 7.2. Local Currency Costs. Disbursements pursuant to 

Section 8.2 will be us:d oxclusively to financ, the costs of goods 

and services required for the Project having thcir source and, except 

as A.I.D. may ethernise agree in writing, their origin in India 

("Local Currency Costs"). To the extent provided for under this 

Agreement, "Local Currency Costs" nay also include the provision of 

local currency resourcc§ required for the Project. 

Articlre 8: Disbursements 

SECTIOG; 0.1. Disburspenmt for Foreign Exchaioe Costs. After 

satisfaction of conditions pr.cc;e.ont, tho Borrotoir may obtain dis

bursements of funds under the Loan for tho Fori.ign Fxchango Costs 

of goods or services r;.quircd for the Projeict in accordance with 

the terms ofIhisAr-ement by such of thi; Folluwing methods as may 

ba mutually agreed upon:
 



(1)by submitting to AwIiD., :vith necessary supporting documonta

tion as prescribud in Project Implonicntation Letters, (A) requests for 

riniursoment for such-..gods.or.scrvic,,s, or (0). rc-,quosts. for.-A.IAD 

to procure commo~dities or services in the Borrovcr's bchalf for the 

Projoct

(2) by requesting ,.I.D. to issue Lotters of Commitment for 

specified amounts (A) to one or more U.S. banks, sotisfactory to 

A.I.D., committing AI.D. to rdJmburse such bank or banks for payments 

r:de by them to contractors or suppliers, wider Lottors of Credit or 

othrwised for such goods or services, or (B) directly to oiic or more 

contractcrs or suppliers, committin,. A.I.D. to pay succh contractors 

or supplicrs, through Lettcrs of Credit or othorwisc., for such goods 

or !,orvicos. 

Banking chargos incurrcd in cnnnction with Lcttnrs of Cr;dit 

or Commitment shall be for the account of the Borrower and may be 

flnncc, under the Lean. 

SECT.:',I .2. f;isburs-,.;nt firLoral Curr;:nc, . 

(a)After satisfaction of conditions prc':&nt, the Borrower 

may obtain disburse.c,'f, of funds under thi Loar. for Local Currency 

Costs roquircd for thc. Project in accordancz, with tho terms of 

this Agrcemoint, by submitting to A.I.U., with noccssary supporting 

documentation as rzay be rcasonably pr;:.scribed in Project Imple-.
 

mntotion Letters, requests to financo such costs, 

http:such-..gods.or


(b) The loca1 currency ne-oildc for such 4ih-Puscmnts hcroundor 
shall ba purchasod by ,A..D. with U.S. dollarm from the Resorio Bank 

of India,.....Th U iS.o1-lar-quvant of th o! urr :ncyi ....

available hereunder *willbo the amount of U.S. dollars raquired by 

A.I.D. to obtain the local currcncy. 

SECT!n,' 0.3. ,thi.r rarms of 0lburs,-,xnt. Dlsbursemnts of 

tho Loan may also be mado tnroigh 5,sch otht:r means a, tho Parties 

my agreo to In writing. 

.-CF.N 8.4. Rat " Exch4n,- If funis provided under tho 

Loan arr introduced into India by ,.I.D. or any public or private 

njuncy for purposcis of carrying out obligntion., t-f , huroundr, 

the Borrow(r will makt: such ,rrangn.-ntz a3 ry;q '.; nccessfry so 

that such funds maoy b: ronvrt(:d into cjrrn..icy #if Indin at th, 

highest rate of -.xcha ni., w1ch, at thu. tit*4 th: conversion is rAd,, 

Is not unlawiftl in India. 

SFcIoCNa; r.C. q.tI of11sbur.,rlnt. Pisbursi%,nts of the 

Loan by A.1.. villl V daeioij to ccur (A)on thw d-ith on wich 

,.M.D.makes a dlsburs~mcft to tho £orrowjr or its des1incu, or 

to a bank, contractor or supplier pursunt to ,d Lttor of Cormnit

tnxnt, contract or purc;),so ordor;- (B) on thkw dat on vihicn A.I.D. 

disburses to th%. Borro,.jr or Its dsionec locl curroncy Acquirvd 

in accord.ince with Zaoction 0.2 (b). 

http:Borro,.jr


Article 9!' M-SCO IneoJ
 

SEC(JO(W9.1 o'i.unemin* Any noti ct, re~quest, ~jocumunt nr
 
other co)Lmuncation :ubrm1tted byi either Fart~y to the other tinder this
 

~gre~t~1lbe-1,, .riting.or by -ttlopramor-r.%blh *I
wI Ibe
 

de~emed duly given #) mCit wOe deliver~id V%such Party at the followingp 
Addv'oss:*
 

To tho [orrowr: 

14al .IAddress: Socivtary to the Aoormt of PHUtt 
tbe,,art't o~f Eceo'~c Aff&irs 

Al ternato X!% CCUFAIS %VVILU1 
for tole-oorarz: 

fa A.I.C.:
 

Awwric-r. Ertssy 
~fStuildinp
 

;AtAerit A4$ress tie!j I' OEL141
for tftlgp'cs: 

All zucht comv.mi.iton will wo in Envlnh unlass, the Po w 
otierwiso agree Inwrl?1.,.j. Wiehr addm~sses m'y be substitute4 

fr tso above u~pon 16M gjivi-49 of jmt1i. 

SECTUI 9,&. seL4,:. rcr All p'nrom rolmvnL to 
tis .19re)1bnt, the Sorewgr *ill: be rere,,$i 1 W,4, findii-s.i 

holding or acting in the office of 61ractar, 1 h4rtment of (tonmic~ 
Affairs, inisItry of Pinencet, dJI A.ISa. will be ropr#ent*, 4y the 
IndividIual ii)lng *r MAct WlrEctisr,i;. n the offita of *ifssimr eac.1 

of wiho. by *,vittennotlj, may *%ifpta aditioria r4Prvitttvv 



for all purposes other than exercising the power und.er Sction 1.1 to
 

revise eleiments of the .r'plifind eescrlption in Annex 1. The names of 

thtn represontatives of the Borrower with specimol si jnptures wi -e 

proviJed to A.I.D. which may accept as duly euthorized any instrument 

siqn~d by such representatives in irirleriontatio, of this Agreemient, 

until receipt of written notice of revocntion of tOir authority. 

ECTiO1i 9.3. Standard Provisions Annex. A "Prolect Loan Standard 

Provisions Ann.x" (A,ipix 2) 1, attache! to an( forms part of this 

Avreement. 

SECTIUN 9.4. an-uape of Aqreerent. This Agreement is prepared 

in botti English anJ :inIi. !n t:,)c v#!Pt or ar'hi1lmity nr conflirt 

lhetwetin the two vursion.,, the :nllis lanqua!,z, version will bo ,used 

for final iiterpntiothn. 

I '"IlT . and.10F, otrrowor the United "tntts of ,America, 

each octing throulh its euly authorizer repre.sentative, hawv cusi,.) 

thi.-Arrev',et to b .i~ne2 in their namre- .nd-tlv,,vrd as of thfu Alay 

avd ytpais first aOovo written. 

P. ,L',*1.,T firP'2E 1,1VT VIFLi T"'l "QfU'OFi,. ,
 

.,.4 , 
 B. -

S .;. i ,,,Archpr K. Blood 

TRIP.: -Airactnr ' Charge d'Af,'ir,:s
 
iistr ,nf rinince 



A.I.D.Loan No.3861-T-227 

Annex 1 

Project ORs cri ption 

The purpose 01 the Agricultural Dev;lopment Credit Project isto 

increase ngricultural production in Indi- and contribtitc to the goals of 

incroased income, and employment. This purpose will be ":thieved under 

thi. Project by expanding ,!nd improving access to credit, primarily for 

small fprmars for productive investments inniinor irrigation ictivitios. 

Proceeds of the Loan ,,ill b, on lent through the Borrower to the 

Agricu1turai Refinance ind Develop,,.nt Corporation (ARDC) for support of 

its progry- t0 refin.atnce lending by credit institutions for eligible 

minor irrigation activities In minor irrigation schemes (Schemes) 

",Pprovod by AIC. Direct lending for minor irrigcion .ctivitios ill 

he made Primarily through lt..nd D0.wlopment Binks, Comnercial Banks, 

Regiogi l Rural Banks and Primary Cooperative Sncieties (Participating 

Financial Instituticns). 

The Par-icipating Financial institutions will formulate Schemes 

for submission to/AROC and lend. to individual faorrs, .Iroups of 

farmers, cooperativws and state level public groundwater corpor.tions 

which oper.te within approved Schcees. i.t least fifty percent of the 

Loan proceeds shall be u(sed to refinance loans to small farmers. A 

small fanner shnll w an iny farmer cultivating !.nd providing a pr.

devolcpm.nt ia;t raturn to ,,r.mily ro.rources to such farmr and his 

fmily nnt exc(Acdlng Rupees 2,01) bisd oen 1172 prices, 

Only minor irrigation activitln; as dcfinod by ARUC are Gligible 

ror financing under the Loan. Ninv.r irrigation activities include 

http:devolcpm.nt
http:Develop,,.nt


dugwells, borewells, shallow and deep tubewells, well improvements, lift 

irrigation and diesel and electric pumpsets, land development and soil
 

conservation activities. Rural electrification projects are not eligible. 

A Scheme formulated by a lending institution inorder to obtain ARC 

approval must satisfy the financial and technical criteria established by
 

ARDC: The minimum financial rate of return for the Scheme calculated 

according to the mnethodology established by ARDC Fiust be fifteen percent. 

Adequate groundwater must be available to the Scheme. ARDC requires 

sufficient groundvater of satisfactory qualit(y available to support the 

investment without overutilization of the existinn resource. 

ARDC, as the prime implementing agency of the Loan, and the sponsor.

ing Participating Financial Institution will be jointly responsible for
 
the monitoring and 
 evaluation of the respective Schemes financed under 

the Project. Such monitoring will take place in accordance with ARDC's 

established practices and evaluations will be undertaken in accordance 

with its current plan.
 

A.I.D. anticipates miaking available in increments $100 million to 

support a two-year time slice (July 1980-June 1962) of the minor 

irrigation component of ARDC's program. 'he total ARDC program is 

estimated at $1,250 million, of which approximatly sixty Dercent will be 

allocated to minor irrigation. Of the A.I.D. loan, $20 million is beingi 

provided for in this Project Agreement. The remaining t-80 million would
 

be made available in subsequent agreements in US. fiscal years 1981 tnd 

1982 but would be subject to the availability of funds to A.I.D. for the
 

above purposes and to the mutual agreement of the Parties, at the time 

of subsequent Increment, to ptcead.
 



A.I.D. Loan No. 386-T-227
 

Annex 2
 

Project Loan
 

Standard Provisions Annex
 

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

Agreement to which this Annex is attached and of which this Annex forms 

a part. Terms used in this Annex have th* same meaning or reference as
 

in the Agreement.
 

Article A: Project Implementation Letters. To assist the Borrower in the
 

implementation of the Project, A.I.D., from time to time will issue
 

Project Implementation Letters after consultation with the Borrower that 

will furnish additional information about matters stat-,ed in this Agreement. 

The Parties may also ust jointly agreed-upon Project Implementation Letters 

to confirm and record their mutual understanding on aspects of the 

implementation of this iAgreement. Project Implementation Letters will not 

be used to amend the text of the Agreement, but can be used to record 

revisions or oxceptions %hich are permitted by the P.greement, including 

the revision of elements of the amplified description ff the Project in 

Annex 1. 

Article B: (kneral Covenants 

SECTION 8.1. Consultation. Th" Parties will cooperate to assure
 

that the purposo of this Agreement will be accomplished. To this end,
 

the Parties, at the request of either, will exchangc views on the progress
 

of the Projoct, the performance of obligations under this Agreement, the 

performance nf any consultants, contractors or suppliers engaged on the
 

Project, and other matters relating to the Project.
 



SCTI,,,. r.2 rxectition of Project. The Forroor will: 

(a)carry out the Project or cause itto fe carried out with due
 

diligence and efficiency, inconformity with sound tecl-nical, financial,
 

and-management practices- and in conformity, with- thos, documnnts, plans, .... 

specifications, contracts, schedules or other arrangements, and with any
 

modifications therein, approved by A.I.D. pursuant to this Agreement; and
 

(h)provide qualified and experienced ranaqement for, and train such
 

staff as may be appropriate for the rztintenance and operation of the
 

Project, and, as applicable for continuino 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.
 

SECTIOM' R.3. 11tilizatinn of rCoods and Services. (a) Any resources 

financed under the Loon will, unless othortise aerend in writing by A.I.D., 

he devotec to the Project until the completion of the Prijrct, and there

after w;iill he used so as to further the ojectives sought in carrying out 

the Project. 

(h) Coos or services financP, under tff Loan except as A.I.f. may 

other ,ise agree in wrltin,, ,ill not be used to promoto or assist a foreign 

aid project or activity associat-ed .ith or financeO Fy a coventry not 

Included in Code 935 of the A.I.n. (Seosraphic Code .ook as in effect at the 

time of such use.
 

SECTIQT' C.4. Taxatlon. (a) This Apreer:ent anrl the Loan ttiill be free 

from, and the Principal and Interest 1ill he pai! free from, any taxation or 

fees imposed under any of the Central, State (incluc'inn Union Territories), 

City or tinicipal laws in effect in In'iia. 



(b) No proceeds of the Loan shall be disbursed on account of payment 

of identifiable taxes, tariffs, duties or other levies. imposed by or und-r 

any of the Central, State (including Unioi Territories), City or Municipal 

laws of the Borrower on goods or services or on the importation, manurac

ture, procurement or supply thereof. A Project Implementation Letter, 

jointly agreed-upon, will be issued indicatirig the details of th,. imple

mentation of this sub-s.zction. 

SECTION 8.5. REtprt.s,_ fplcords, ITispc.ctions, Audit. The Borrower will: 

(a) furnish A.I.D. slich information and reports rei;hting to the 

Project and to this Agreement as A.I.D. r:;.y reasonably requcest; 

(b) maintain or ciuse te he maintainueu, in ac:ordance vith gonora'ly 

accepted accounting principles and practic.-s consistently applied, books 

and records relating to thi' Project and to this Agreement, adequate to show 

the receipt and use of goods and servicc.s acquirc.i under the Loan. Such 

books and records will be,,audI. rguiarly, in iiccordance wi - genrerally 

accepted auditing standnrds, ;iv. m.iaintairied fTr t .reo yc:*-rs aft(-r tiue dJlte 

of last disbursement by A.I.D..; suct: books and records will also bc adoqultl. 

to show the nature and extent of solicitations eoo prospective suppliers of 

goods and services acquired, th basis of iiward of contracts and orders 

and the overall progress of tie Project towardl completioni and 

(c) afford authorized representativc.-S of A.I.,. th upporturity at l 

re;aionablc times to inspect the Project, thae 'tiiizatlon of goods ind 

services, and books, records and othcr docuNxonts rela ':irC to the Projcet 

ind the Loan. 

SECTION B.6. CompI:tcne ;s of Informntion. T'lo Oorrcwer confirms. 

(a) that the facts m.nd circumst n,.os of wThl, it n.3s informed ,I.O., er 



caused A.I.D. to b informcmd, in the course of reaching agreement with 

A.I.D. on the Loan. arc accurate and complcte, and include all facts and 

circumstances that might materially affect the Project and the discharge of
 

respons!bilities under thisAgrem nt; -and
 

(b)that itwill informi ;,.I.D. intimely fashion of any subsequent facts
 

and circumstances that might materially affect, or that it is reasonable to 

believe might so thceaffect, Project or the dischargc of responsibilities 

under this Agreement. 

SECTIOM P.7. Othor Payments. Borrower affirms that no payments have 

been or will ba roccived by any official of the Porrower in conne;ction with 

tho procurement of goods and services financed und.-.r thr Loan except fees, 

taxes or similar paymcnts leqally establishcd in the ccuntry of the Borrower. 

SECTION! B.8. Inforrnation and Marking. Thc bkorrower will give 

appropriate publicity to thc Loan and the Proje'ct as a program to which the 

Ilnited States has contributA.e, id ntifty the i;'cct sitc, and as appropriate 

mark goods finr,.ico !,y', . As d.,,scribcd inProject Im,;lemcntetion Letters. 

Article C; Procururmcrit Privisions 

SECT4ON C.I. Sp!.cial ulv.s. (a) Thc: source and oririn of ocean and air 

shipping will bc dernL-d to Nr.e the occan vessel's or ,ircraft's country of 

registry at the tim" )-Fshipment. Ocean and air shipping financed under 

the Loan will b.of 'rited STates or Indian source and origin except as 

A.I.D. may otherwsc; &gree inwriting. 
 Cost of ocean and air shipping on 

vessels or aircraft nccr flag registry of the .1orrowar will be deemed an 

uligible foreign oxcianCc cost, if otherwisc. eliqihl ,-ne,,rr Section CA (b). 



(0 Premiums for rnarine insurance placed in the territory of th,, 

Porrower will !;e deemrcd an eliqiitle Foreign Exchange Cost, if other:ise 

eligible under Section C.7 (a). 

(c) fio motor vehicles will be financed under the Loan, except as A.I.D. 

may otherwise agree in !:,ritin,. 

SECTIOfl C.2. Elipit-ility Date. !ogoods or services may be financed 

under the Loan for twAhich payments mace nf thishave been prior to the dcait 

agreement, except as the Parties may othornise agree in writing. 

SECTION! C.3. n Specifications, and Contracts. In order for there 

to he mutual agreement on ti',e following matters, and except as the Parties 

may otherise apree in iritinq: 

(a) The rorrowor toill furnish to A.I.D. upon prepartion any plans, 

specifications, procurenent or construction schedules, contracts, or other 

documentation relating to goods or services to be financed under the Loan,
 

including documentation relating to the preoualification and selection of 

contractors and to the solicitation nf fi's and proposals as decribed in
 

Project Irplementation Letters. Paterial modifications in such documentation
 

will likewise he furnishe, A.I.D. on preparation:. 

(b)Such documents as escried in Project Ir:plenentation l-etters
 

related to thr preualification of contractors, and to tA.ho solicitetion of 

proposals for goods ZnO services financed under tht Loan i'iill be approved 

!,,I A1.., in viritin1 prior to their issuancr,. 

(c)As specified in Project Implementation Letters. contracts and
 

contractors financed under the Loan for enmineerino and other professional
 

services, for construction services) and for such other services, equipment
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or materials, will be approved by A.I.D. iii writing prior to execution of 

the contract. Material modificatins in such contracts will also be 

approved in writing by A.I.D. prior to execition. 

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 Loan. Such items will be procured on a fair end, to the maximum 

extent practicable, on a competitive basis. 

SECTION C.5. Notification to Potential S--pi'-s To permit all 

United States firms to have the opurLu iy to participate in rurishing 

goods and services to be financed under the Loan, the Borrower will 

furnish A.I.D. such information with regard thereto, and at such times, 

as A.I.D. may request in Project Impl,.ieri :ato: Letters. 

SECTION C.6. Shipping, 

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

Borrower may not be financed under the Loan if transported either: (1) on 

an ocean vessel or aircraft under the flap, of a country which is not 

included in A.I.,D. Geographic Code 935 as in effect al: the- time of ship

mnt; or (2) on an ocean vessel which "1.I.0, by written notice to the 

Borrower, has designated as ineligiblo; or (3) under an ocuan or air 

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

(b) Costs of ocean or air transportalion (of goods or persons) and 

related delivery services may not be financcd under the Loan, if such 

goods or persons are carried;. (1) on an ocean vessel under the flag of 

a country not, at the time of shipment, idcntlfied under Section C.1 (a) 
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without prior written A. .D, approval: or (2) on en ocean vessel which 

A.I.D., by written notice to the Dorrower, has designated as ineligible; 

or (3) under an ocean vessel or air charter which has not received prim'. 

ap p ro v a l.. . . . . . .a.I.D . . . . . . . . . 

(c) Unless A.I.D. detenines that priva-ely-owned United States-flag 

commercial ocean vessels are not available at fair and reasonable rates for 

such vssels, (1) at least fifty percent (50%) of tie gross tonnage of all 

goods (computed separately for dry bulk carriers, dry cargo liners and 

tankers) financed by A.I.D. which may be trojwnpurtod on ocean vessels will 

be transported on privately-owned United Str.tes-flar co, oeIal vess,'Is 

and (2) at least fifty percent (50%) of the gross freight revenue geineratokd 

by all shipments financed by A. I.U. and transported to the territory of 

the Borrower on dry cargo lin,-rs shall be paid to or for the benefit of 

privately owned United .tatc -flig commercial vessels. Compliance with 

the requirments of (1) and (2) of this n,:!o-,;otion must be achiew.d with 

respect to both any cargo transported from U.S. rworts and any cargo 

transported from non-U.S. ports, computed zeparntely. 

SECTIfII C.7. InsuranCe. 

(a) arine insurance on qoods financ.d bv A.I.D. which are to be 

transported to th. turritory of the Borrower may be financed es a Foreign 

Exchinge Cost under this Areomun; provided (1)such insurance is placod 

at the lowest vniloblu corpi:tltivy rantc, ind (2) claims thcreuhder m,-e 

pay.ble in h,, currency in which such goods wore financ d or in any freely 

convertible currency. If the Govornmoent of thu Borrowor, by stltute, 



decree, rule, regulation, or practice discriminates with respect to A.I.D.. 

financed procurement a.Unst any marine insurance company authorized to do 

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

territory of the Borrower fnne yAIP eene ilb nue gis 

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 St
 

of the United States.
 

(b) Except as A.I.l. may otherwise agree in writing, the B;orrower will 

insure, or cause to be insired, goods financed under the Loan imported for 

the Project against risks incidetit to their transit to the point of their 

use in the Dreject; such insurance will be issued on terms and conditions 

consistent with sound commercial practice and will insure the full value 

of the goods. Any indcmnification received by the Borrower under such 

insurance will be used to replace or repair any material damage nr any loss 

of the goods insured or will he used to reimburse the Borrower for the 

replacement or repair of such goods. Any such replacement will be of source 

and ori'in of countries listed in A.I.. Geo.raphic CY'. W5 as in effect at 

the time of replacement, and, except as the Parties may agree in writing, will 

be otherwise subject to the provisions of the Agreement. To the extent the 

Borrower does not insure or cause to be insured goods financed under the Loan
 

imported for the Project, the Borrower will assure that funds for any 

necessary rephir or replacement will he available in the currency in which 

such goods were financnO or in any freely convertiblo currency. 

SECTIMI C.4. !.S.ornent-OwnedFxc.ss. rr_ .- . The Borrower 

.reesthat !hprev.. r nractc..ble Inittd States (fovernment,.owned excess 



personal property, in lieu of new items financed under the Loan, should
 

be utilized. Funds under the Loan may be used to finance the costs of
 

obtaining such property for the Project.
 

ARTICLE 0: Termination; Remedies
 

SECTION .l. Cancellation by Borrower, The Borrower may, by giving
 

A.I.D. SO days written notice, cancel arty part of the Loan which has not
 

been disbjrsed or committed for disbursement to third parties.
 

SECTI0 D.2. Events of Default; _Acgleration. Itwill he an 

"Event of Default" if the Borrower shall have failed: (a)to pay when 

due any interest or installment of principal required under this 

Agreement, or (b) to comply with any other provisions of this Agreement, 

or (c) to pay when due any in-erest or installment of principal or other 

payment required under any other loan, guaranty or other agreement between 

the Borrower or any of its agencies and A.I.D. or any of its predecessor 

agencies. Ifan Event of )efault shall have occurred, then A.J.D, may
 

give the Borrower notici t~tat all 
or any part of the unrepaid Principal
 

will be diop dnd payable sixty (50) days thereafter, and, unless such
 
:vent of Default is cured within that time.
 

(1)such unrepaid Principal and accrued interest hereunder will be
 

due and poyablo immediately, and
 

(2)tie amount of any further disbursements made pursuant to then 
outstandinS commitments 'to third parties or othorvis will hectrw,duo 

and 	payablc as soon as InaiJ,
 

SECTIC'1I D.3. Susjpenslon. Ifat any tiW.m
 

(a)An Event of Default has occurred; or 
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(b)An event occurs that AI.D. determines to be an extraordinary 

situation that makes it improbable either that the purpose of the Loan 

will he attained or that the Plorrower will be able to perform its 

-
obl igations Undir.1.t Agreemen.t '..r. 

(c) Any dishursement by A.I.D. would be inv'i&I-ition of the legislation 

governing A.I.D.; or 

(d)The Forrower shall have failed to pay when due any interest, 

installment of principal or other payment require1 un'ar any other lo~n, 

guaranty, or other agreeoent betwpeen the Borrower or fin, of its agencies 

and the Government of the United States and any of its agencies. Thea 

.I.D. may: 

(1)suspend nr cancel outstanding commitment documents to the
 

extent they have not been utilized throuigh irrevocable 

cor,itments to third parties or othervi ,, giving prompt 

notice thr..hrof to the Borrower. 

(2)decline to issue additional commitr.ent documents or to make 

dist,urserneits other than under existkin. ones; and 

(3)at A.I.D.'s expense, direct that title to ooods financed
 

under the Loan be transferred to A.I.D. if the goods are from
 

a source outside India, are ina delivoeraile state and have
 

not been offloaded inports of entry of India. Any disburse

ment rivide under the Loan vith respect te such transferred
 

goods will lbe deducted from Principal.
 

SECTIOM Mlsi. Cnce)lation!_ A.I.n. If,within sixty (60) days from
 

the date of any suspension of disbursements pursuant to Section M.3,
 



the cause or causes thrreof havo not bu n corrected, A... may cancel any 

part of the Loan tha* is not then disbursed or irrevocably committed to 

third parties.
 

SECTION D.5. Continucd Effectiveness of Areeint. Notwithstandinp 

any cancellation, suspunsion of disburserentsor accclration of repayMnt, 

the provisions of this Pgreoncent will continue in offect until the paymKnt 

in full of all Principal and accrud intorest hrr4nm;n:r. 

SECTIOl D.6. Refunds. (a) In the case of any disbursoent which is 

not supported by valid documentation in accordanr, with this Agreimt.-at, or 

which is not mdc or usr# Iii accordance with this Anr .!n~t. or v4eslkl 1Z 

for goods or services not used in accordance with this 1g9radent, A.I.D., 

nntwthctnndlnq the nvailability or oxcrcisp of iny othcr r'mcdis providcd 

for under this Aujreqnt. my roquirm the Iorrowr to r fund thc amunt of 

si ch disbursemnt in .. S. Dollars to t..I.D. within sixty days after rccipt 

of a request therefor. 

(b) If the failur of th, Scrrower to corply "ith any of 1-

obligations undrr this Apri;.iftnt has thL rosult -at goods or services 

financed under tho Loan arm not ,scd r.ff'.ctivcly in r.ccordance with this 

Aflrcomunt, A.I.D. may r.quiro th Porrowrr to refund all or any part of 

the amount of the disburscmnts under this Agrewnt for such goods or 

sorvicos inV.S. dollars to A.I.D. within sixty days ofter reccpt of a 

rcquest thorfor. 

(c) The right unhJr subsection (a) or (b) to rquira such a refund of 
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a ciisburser..nt will.continuo,_ notwithstanding auyothe r.,provi si on.....of this
 

Agreement, for three years from the date of the last disbursement under
 

this Aqreement.
 

(d)(1)Any refund under subsection (a)or (b). or (2)any refund to
 

A.I.D. from a contractor, supplier, bank or other third party with respect
 

to goods or services financed under the Loan, which refund relates to an
 

unreasonable prico For or erroneous invoicing of goods or services, or to
 

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

Inadequate, will (,i) 'emad=, avallablt; first for th cost of goods and 

services requir'd for the Project, to the extent justificd, ri (b) the 

rnmainder, if any, will he applind to the Installments of Principal in 

tho inverse ordcr of thvir matiurlty and the amount of thr Loan reduced by 

the amount of such reminder. 

SECTION 0.7. onvaivcr of PcnC 4iis. No delay in excrcising any right 

or rnedy accruing to a Party in connection with its financino under this 

Agranmm.t will be construed as a waiver of such right or rcedy. 


