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90--0209 -
ATD Project No: 690-0209-02

PROJECT_LOAN AGREEMENT

Dated September 30, 1981,
BETWEEN
The Republic of Zawbia ("Borruwer™)
AN

The United States of America, acting through the
Ageney for International Development (MAID'™)

Article 1: 'The Agrecuent

The purpose  of this Agreement is to set out the understandings
of the partics numed above ("Parties") with respect to the under—
taking by the Borrower of the rroject desceribed below, and with
respuct to the financing of the Project by the Parties.

Article 20 The Project

SECTLON 2.1 Defin i._l_:_j__(j.gx_q_f__l’_(_(‘_jcct. The Project, which is
further deseribed in Anges L, will consist of the rehabilitation
of approziuately fifty-two (52) kilometers of the Kafue~Chirundu
wad.  Annex 1, attached, amplifices the above definition of the
Project.

Within the limits of the above definition of the Project,
elements of the amplificd deseription stated in Aunex 1 may be
changed by written agreement of the authorized representatives of
the Partios namwed in SECTION 9.2, without formal amendment of this
Agreement .

SECTTON 2.2 Inercmental Nature of the Project.

(a) ATD's funding for the Project will be provided in
increments, the initiszl one being made available in accordance
with SECITON 3.1 of this Apreenent. Subsequent increments will be
subject to the availability of funds to AID for this purposes, and
to the mutun? agreement of the Partics, at the time of a subsequent
increment, to procecd.

(L) Subject to the provisions in subscection (a) above, it
is anticipated that AYD's total funding for the Project will Le
USS$13, 100,000 in Loan funds.






Artide 4: Loan Terms

SECTION 4.1 Interest. The Borrower will pay to AID interest
which will accrue at The vate of two percent (2%) per annum for
ten (10) years tollowing tha date of the first disbursement here-
under and”at the rate of three percent (27) per annum thereafter
on the outstanding balance of Principal and on any due and Unpaid
interest. Interest on the outstanding batance %111 acerue from:
the date (as defined in SECTION 8.5) of each respective dis-
bursement, and will be peyable semiannually. The first payment
of interest will be due and payable no later than six (6) months
efter the [irst disbursement hereunder, on @ date to be specified
by AID.

SECTICH 4.2 Repevinent. The Borrower Will repay to AID the
crincipal within forty (40) years Trom the date of the first dis-
bursemant of the Loan in sixty-one (61) epuroximately equal semi-
annual installnents of Pisincipal and intercst. The first install-
mant of Principal will be rayable nine end one-hals (9-1/2) years
atter the date on which tho Tirst interest rayment 1s due in
coraance with SECTION 4.1, AID wil] provide the Doriower with
ainyréization schedule in accordance with this Section after
final disbursenent undey the Loan.

~
e

SECTION 4.3 @ijjgggjgﬂlﬁjggjxﬂ7gh_qggkﬂjacg_jjlﬁayment. ATl

hayments of intcrest and Principal horovscor will be made in US
Dallars and will be applied first o tho payrent of interest due

and then to the repayrment of Principal. Except as AID rmay otherwise
specity in writing, paymants will be made to the Controller, Gffice
o7 Financial Managemsnt, Lgency for Interrational Development,
Washington, DC 20523, USA, and will he dezred made when received by
the (Ffice of Financial Hanagement,

SECTION 4.4 Prepayment.  Upon payment of all interest and
any refunds then due, The Borrower ray prepay, without penalty, all
or any part of the Principal. Unless AID otherwise agrees in
writing, any such prepayment will be epplied to the installments
of Principal in the inverse order of their maturity.

SECTION 4.5 Penegotiation of Terms.

(a)  The Porrower end AID agree to neqotiate, at such time or
times as cither Wy request, an acceleration of the repayment of the
Loan in the cvent that there is any significant and continuing
improvesent in the interral and externg] economic and financial
position and prospecis of Zerbie, which epnable the Borrower to
repay the Loan on a shoriorp schadule,

(LY Iny request. by either Party to the other to so negotiate
Will be made pursumt to SECTION 9.7, and win give the name and


http:Borrow.er

address of the persen or persons who will represent the request-
ing Party in such nogotiations.

(c) Mithin thirty (30) days after celivery of a request
to regotiate, the requested Party will communicate to the other,
pursuant to SECTION-©.7, the name and address of the person or
persons who will represent the requested Partyain such negotia-
ticns.

(d) The representatives of the Parties will meet to
carry on neqotiations no later than thirty (30) days after de-
livery of the requested Party's cemmunicetion under subsection (c).
The negotiations will take place at a locabion mutually agreed
uoor by the vepresentatives of the Parties, provided that, in the
absence of nutual asreement, the negotiations will take place at
the office of Borrower's Minister of Finance in Zambia.

SECT
full o7 the
all obligati

IO 4.6 Termination of Full Payment. Upon payment in
Principal and any accrued intercst, this Agreemant and
ions o7 the Borrower and AID under it will cease.

Article b Conditiens Precedent to Disbursement

TUR 5.1 First Disbursewent. Prior to the Tirst disburse-
nent under the Le
ieh

1w Loan, or to the issuance by AID of documentation
pursuznt to o disbursement will be made, the Dorrower will,
except as the Parties may otherwise agree in writing, furnish to
AR A0 Torse and substance satisfactory to AID:

(a) An opinion of counsel acceptable to AID that this Agree-

ment has been duly autherized and/or ratificd by, and executed on
benalf of, the Dorrower, and that it constitutes a valid and legally
binding obligation of the Borrower in eccordance with all of its
terme

(b) A stetement of the name of the person holding or acting
in the ¢ffice of the Borrower specified in SECTION 9.2, and of any
acditional reprosentatives, together with a specimen signature of
each person specifice in such stetement;

(c) Evidence that Lhe Gorrower will finance all costs neces-
sary o rescal and/or rchabilitate all sections of the road identi-
tied Tor rascaling under Phase I wiich are not rescaled under Phase 1
as plenncd, to a standard acceptable to the Borrower and AID, and
that sucih rehabilitation will be completaed by December 31, 1982,

SELTION 5.2 Fdditional Distursement. Prior to disbursement
under Lhe Loan, or to the issuance by AIS of docunentation pursuant
to which disbursement will be madza, Tor the construction activity,
the Borrowor will, except @s the Parties pay otherwise agree in
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Article &: “Disbursementﬁ-

SECTICZE 8.1 Disbursement for Foreiqn Exchange Costs.

(a) After satisfaction of conditions precedant, the Borrower
may obtain disbursements of funds under the Loan for the Foreign
Exchange Costs of gouds or services required for the Project in
accordance with the terms of this Agreeirent, by such of the follow-
ing methods as may he mitually agreed upon:

(1) by submitting to AID, with necessary supporting docu-
mentation as prascribed in Project Tmplementation Letters, (A) re-
quests for reimburserent for such goods or services, or (B) re-
quasts for AID to procure coumoditics or services on Borrower's
behalf for the Project; or

(?) by requesting AID to issua Letters of Corsmitment for
specificd emounts, (A) to one or more US banks, satisfactory to AID,
committing AID to reimburse such bank or banks for payments made
by them to contractors or suppliers, under Letter ¢f Credit or
otherwise, for such coods op services, or (B) directly to one or
Fare coniractors or supplicrs, coimritting AID Lo pay such contractors
orosuppliers for sveh goods or services.

(b) Banking charges incurred by Borrower in connection with
Letiers of Cownitment ard Letlers of Credit will be financed under
the Loan unless the Bovrower instructs ATD to the contrary. Such
other charges as the Parties may agree to may also be financed under
the Loan.

SECTION 8.2 Disbursement tor Local Currency Costs.,

(a) After satisfaction of conditions precedent, the Borrower
may obtain disbursements of funds under the Loan for Local Currency
Costs required for the Project in accordance with the terms of
this fgreement, by sutmitting to AID,with necessary supporting docu-
mentation es prescribed in Project Iimplerentation Letters, requests
to finance such costs,

(b) The local currency needed for such disbursement here-
under may be obtained:
(1) by acquisition by AID with US dollars by purchase; or

(2) by AID (A) requesting the Borrower to make available the
lozal currency for such costs, and (B) thercafter making available
to the Dorrower through the opening or amendment by AID of Special
Letters of Credit in Tavor of the Borrower or its designee, an amount
of US dollars equivalent to the amount of local currency made avail-
able by the Corvower, which dollars will be utilized for pro-
curenent from the United States under appropriate procedures described
in roject Implementation Letters,

\\



The US dollar equivalent of the local currency made avail-
able hereunder will be, in the case of subsection (b)(1) above,
the amount of US dollars required by AID to obtain the Jocal
currency, and in the case of subscction (b)(2) above, an amount
calculated al the rate of exchange specified in the applicable
special Letter of Credit Iiplementation Memorandum hereunder as
of the date of the opening or’amandment af thesapplicable Special
tetter of Credit. '

SECTION 2.3 Gther Forms_of Dishbursement. Disbursements of

the Loan may also be mady ThroUgh such otner means as the Parties
may agree to in writing.

SECTION .4 Rate of Exchange. Except as may be more
iTicaily provided unday SECTTON 8.2, if funds provided under
Loan are introducaed into Zambia by AID or any public or
ate zooncy for purposes of carrying out obligations of AID
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sreundar, the Dovrover will make <uch arrangements as may be
necessary so thet such funds may be converted into currency of
Zawmbia 2t thoe hichest rate of exchenge which, at the time the
conversien is made, is nat unlawful in Zambia,

SECTION 8.5 Date of Disbursement. Disbursoments by AID
Will be dooned Lo occur:

(¢) on the date on which ALD mades a disburserant to the
Eorrovier ar its desience, or to a bank, centractor or supplier
pursuent to a Letter of Comiritment, contract, or purchase order;

(b)Y on the date on which AID disburses *o the Borrower or
igneze local currency acquired in accordance with
18.2(0)(1); or

(c) if local currency is obtained in accordance with
SECTION €.2(b)(?), on the date on which ALD opens or amends the
Special Letter of Credit there referred to.

friicle 9 Miscellansous

SECTION 9.1 Conamnications. Any notice, refquast, document,
or other coumunication submitted by either Party to the other under
this Agreenent will be in writing or by telegrem or cable, and will
be deenmad duly given or sent when delivered to such Party at the
following address:
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SECTION 9.3, Standard Trovisions Aunex. A "Project Loan
Standard Pravisions Annox" (Annex 2) is atrached to and forms
part of this Agreement.

bOWITNESS WHEREOY, the Borrower agd the United States of
Anerica,- cach acting through i%s duly authorized representative,
have caused this Aprecient to be sigaed in theit nemessand de-
livered as of the day and year first above written.

REPUBLIC OF ZAMBIA

|

By: N e —
M. S. Sanaluwo
Ag.Permament Secretary Wesley W/Epan

Title: Ministry of Finance — Title: Deputy Chicf of Mission




ANNEX 1

AMPLIFIED PROJECT DESCRIPTION

Except as specifically provided heYein,*and within the
limits of the definition of the Project set forth in SECTION 2.1,
elements of this Amplificd Project Description may be changed by
wiritten agreement of the authorized representatives of the
Parties named in SECTION 9.2, without formal amendment of this
Roreement.

Article 1. General Project Description

This Project consists of strengthening approximately
thirteen (13) kilometers of pavement and reconstructing approx-
imately thirty-nine (39) Eilometers of the Kafue-Chirundu Road.
The work will commence in mid-1982 and be comp“eted in 1983.

Article I1. Centributionsof the Parties

In order to achieve the purbose and objectives of the
Project the Parties will make inputs to the Project as described
below,

Ao AID

This section describes AID's anticipated inputs to the
Project. Funding indicated in excess of that actually obligated
under this Agrecment will be provided under future increments,
subject to the conditions set forth in SECTION 2.2 of this Agree-
ment,

1. Construction Services (59,601,000)

This portion of the funding will be used for the construction
services, and includes procurement, by the Contractor, of two
trucks at an approximate cost of $117,000 and laboratory equipment
at an approximate cost of $60,000.

2. Engineering Supervision ($1,347,000)

3. Contingency ($2,152,000)
B. Borrower

In addition to its general obligation under SECTION 3.2 of
this Agreement to provice funds and resources needed for the Project,



the Borrower will make the following inputs into the Project:

1. Construction Services (33,635,000)

These funds will be vsed to Finance local currency costs
of the construction contract.

2. ~Design, Soils Testing_and Administration ($175,000)

————

This item includes salaries of Ministry .personnel, eng-
incering, operating costs, administrative expenses and soils test-
‘ing.

3. Contingency ($750,000)

Article III. Implementation

A Administration

1. Borrowsr

The Roads Department of the Ministry of Works and Supply
will have the prime implementation responsibility for the work
to be done under this Project. Certain tasks will be accomplished
with in-hous2 personnel - soils testing and preparation of design,
specifications and tender documents. The Roads Department will
contract with an tngineering Consultant firm to supervise the
construction.

lith regard to specific implementation tasks the Roads
Department will do the following:

(a) Perform the design work;

(b) Prepare all drawings including location maps, Cross
sections, drainage structures and other necessary details;

(c) Provide plans, specifications and the bid documents
for the work;

(d) Perform ficld testing of "in-place" materials needed to
confirm design assumptions;

(e) Test and identify sources for new materials;
(f) Provide estimated quantities of the work to be

completed and an estimated cost of construction for these
itens;



(9) Sign coniracts for construction and engineering work ;

(h) Ferform all testing during construction at the request
of the supervising .engineer;

(i) Honitor construction progress and process contractor
paymants, :

2. AID

USAID/Lusaka wi11 provide aparopriate backstopping and proj-
ect management for this Project. An AID engineer will be the
Project Manager and will moniter actions of the GRZ, the engineer--
ing consultant and the construction contractor. He will have
assistance as needed from the Regional Economic Development
Services Office/East Africa (REDSO/ZA), the East Africa Accounting
Center (EAAC), and the Regional Legal Advisor (RLA).

Part of the USAID/Lusaka's monitoring responsibilities will
include approval of the short listed firns for tre construction
and engineering contracts, approval of the IFB/RFP documents and
approvai o7 tho final contracts,

3. Enzinzering Consultant

The engineering consultant shall be rasponsihle for
supervisicn of the construction. It is anticipated that the
consultancy staff will consist of a resident engineer, two assis-
tent engincers and three field inspectors.  The assistants will
carry out Tisid materials surveillance and surveying inputs;
sampling and laborafory testing support will be provided by the
Roads Department.  The consultant engineer will either provide
his own surveying equipinent, transportation, and housing or they
will be provided by the construction contractor as part of the
construction contract.

4. Construction Contractor

The construction contractor shall be responsible for the
construction of the road in accordance with the terms of the
centract.  In addition, he shall provide two - tiiree cubic meter
type trucks for maintenance of the road, as well as necessary
laboratery equipment for the soils and pavement tests. In addi-
tion, he may provide the logistical support for the Engineering
Consultant.

B. Procurement

1. Engineering Consultant

The ergineering consultant shall be selected under the
Borrower's contracting procedures from countries included in AID

Geographic Code 941 and 7ambia. The scope of work and request
for proposals will be developed by the Roads Department with



assistance Trom AIDas hecessany. Contracting will be in
accordance with the Borrower's stan-dard competitive procedures
and the requirements of AID's Handhaok 11, AID will approve
all documents hefore issuance and amrove the final contract.

2.n Constructicn Centractor

The construction contrattor will pe selected under the
Borrower's contracting procedures from countries included in
AID Geographic Code 941 and Zambia. The tender documents wil)
be prepared by the Poads Dapartnent following its standard
format and the requirements of AID Aandbook 11.

Contractor selection and award of contract will be made
through the Central Supply and Tender Board. AID written
appreval is required on the pre-qualified contractor selection,
bid documents hefore issuance, bid abstract, bid award
recermendation, and the final contract.

C. Implementation Plan

Followinrg is a timetable of implementation actions, divided
into four principle action streams. The Parties acknowledge that
this is a very tightly plennad schedule and agree to work to-
gether to follow this schedule as closely as possible.

Timetable of Tmplementati on Actions

1. General

Date  Action Action Party(s)
1981

8/10 PP Completed /SAID/RLA/REDSO
9/16 PP Reviewed/Authorized AID/Y

9/30 Project Agreemant Negotiated/ USAID/RLA
Signed

12/30 Conditions Precedent Satisfied USATD/GRZ/RLA

2. gggjneqriﬂgn§gggfvi§jon Consultant

1981

10/10 Draft Ad for Prequalification GRZ/USAID

10/15 Central Tender Boarcd Review GRZ
ard Publication

10/20 Publication in Commerce AID/W
Business Daily



12/15
12/31

1982

2/15
3/15

4/15

4/15
5/1

6/1

1983
12/31
1984

2/29

Action

Draft Scope of Work/RFP

Receipt of Prequalification

Data

Review/Recommend Shortlist

Approval of Shortlist, Issuance

of RFP

Receipt of Proposals

Recormendation for Award and

Approval

Negotiate and Execute Con-

tract

AID Approval Provided

Payment Arrangements
Established

Initial Personnel In Place

Complete Supervision

submit Final Report

Action Party(s)

GRZ/USAID/RLA/EAAC
GRZ/CTB/AID/Y

USAID/GRZ /REDSO
USAID/REDSO/CTB

GRZ/CTB
GRZ/CTB

GRZ/USAID/RLA/REDSO

USAID/RLA
GRZ/USAID/EAAC/AID/Y

CONSULTANT

CONSULTANT

CONSULTANT

3. Prequalification of Construction Contractor

1981

10/10
10/20

1M/

11/30
12/13

Draft Ad for Prequalification

Central Tender Board Review

and Publication

Publication in Commerce

Business Daily

Receipt of Data

Review/Recommend Shortlist

GRZ/USAID
GRZ

AID/U

GRZ/AID/W
USAID/GRZ



Date
12/ 31

i

Action

Approval of Shortlist

v Construction Contractor Selection

1981
11/1
11/15
12/1
1982
1/1
2/1
3/1

3/15

3/20

5/1

r

5/1
5/15

6/15
1963

12/31

Article IV,

So11 Testing Completed
Design Vork Completed

Tender Documents Prepared

IFB Approval/Issuance
Site Visit
Bids Receijved

Evaluate/Recormend Contractor
fwward

Review and Approval of
Selecticn

Negotiate and Fxecute
Contract

AID Approval

Funding Arrangements
Established

Mobilize/Start Work

Complete Construction

IMlustrative Financial Plan

Action Party(s)

USATD/GRZ

GRZ
GRZ
GRZ

GRZ/USAID/RLA/ENAC
GRZ/USAID

GRZ/CT3

GRZ/CTB

USATD/REDSO

GRZ/CTB

USAID/RLA
GRZ/EAAC/USAID/AID/Y

Contractor

Contractor

Tables 1 and 2 below set forth the planned contribution and

projected expenditures of the Parties.

written agreement of the representative
in SECTION 9.2 without formal amencment
such changes do not cause; (1)
the amount set forth under

These may be changed by

s of the Parties identified
of the Agreement, provided
AID's Loan contribution to exceed
SECTION 3.75 or (2) the Borrower's contri-
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bution to he Yesg than

Application of Funds

1. Services
(a) Construction
(b) Engineering
Supervision
(c) Design Seils
Testing

2. Contingency

Totals

the amount set forth under SECTION 3.2.

TABLE 1

e ————— e e

4,386
657

TABLE 2

GRZ
e

3,635

175
790

4,600

PROJECTED FXPENDITURES BY FISCAL yrAR

Fiscal Year

Total

GRZ

TOTAL
4,837
11,979
884
17,700



Ritiies 2

PROJECT LOAIL STANDARD PROVISIONS

Definitions: As used in this Annex, the "Agrecment" refers to the
Project Loan Agreement to which this Anpox is attached and of which
this Annex forms a part. Terms used in this Arnex have the same
meaning or reference as in tha Aareement,

Article A: Project Implementation Letters.

To assist Borrower in the implementation of the Project,
ALD, from time to time, will issue Project Implementation Letters
that will furnish additional information about matters stated in
this Agrcement. Tha parties may alsc use jointly agreed-upon Project

Impiementation Letters to confirm anc record their mutual understanding

on aspects of the impleientation of this Agreement. Project Im-
plerentation Letters will not be useo to aimend the text of the Agree-
ment, but can be used to record revisions or exceptions which are
pernitted by the Agreement, including the revision of elements of the
arplified deseripcion of he Project in Anneyx 1.

friicle B: fonerai Covenants.

SECTION B.7. Consultation. The Parties will cooperate to
assure that the purpose of this Agreement will be accomplished. To

this end, tho Parties, at the request of either, will exchange views
on the prouress of the Project, the performance of obligations under
this fgreciant, the porformance of any consultants, contractors, or

suppliers encaged on the Project, and other matters relating to the

Proiact.

SECTION B.2. Execution of Project. The Borrower 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 cgn-
formity with those documents, plans, specifications, contracts,
schedules, or other arrancements, and with any modifications
therein, approved by AID pursuant to this Agreement; and

(b) provide qualified and experienced management for, and

train such staff as may be appropriate for the maintenance

and operation of the Project, and, as applicable for continuing
activities, cause the Project to be operated and maintained in
such a manner as Lo assure the continuing and successfyl
achievement of the purposes of the Project.

SECTION B.3, Utilization of Goods and Services.,

(@) Any resources financed under the Loan will, unless other-
wise agreed in writing by AID, be devoted to the Project until
the completion of the Project, and thercafter will be used so



as to further i objectives SO0uUght in carrying cut the
Project.

(b) Goods or services financed tncer the Loan, except as
AID may otherwise agree in writing, will not be used to
promote or assist foreign aid project or activity

associated with or financed b a country not included i
Code 935 of the AID Geographic Code Book as ip effect at
the .time of such use. (See Handbook 18, Fppendix D.)

SECTION B.4. Taxation.

(a) This Aareement and the Loan will be free from, and the
Principal and interest will be paid free from, any taxation
or fees imposed under laws in effect in the territory of the
Borrowar,

(b) To the extent that (1) any contractor, including any
consulting ¥ivim, any personnei of such contractor financed
under the Loan, and any property or transactions relating to
such contracts and (2) any cormodity procurcment transaction
financed under the Loan are not exemnt from idantifiable
taxes, tariffs, duties, or other levies imposed under laws in
effect in the territory of the Borrower, the Borrower will, as
and to the oxtent provided in and pursuant to Project Im-
plenentation Letters, pay or reimburse the same with funds
other than those provided under the Loan.

SECTION B.5. Reporis, Fecords, Inspecti ons, fudit.
The Borrover will:

(@) furnish AID such information and reparts relating to the
Project and to this Ahjreement as AID May reasonably request;

(b) maintain or cause to bo meintained, in accordance with
gencrally accepted accounting principles and practices con-
sistently applied, books and records relating to the Project
and to this Rareement | adequate to show, Wwithout limitation,
the receipt and use of goods and services acquired under the
Loan. Such bocks and recerds will be audited regularly, in
accordance with generally accepted auditing Standards, and
maintained for three years after the date of last disburse-
ment by AID; such books and records will also be adequate to
show the nature and extent of solicitations of prospective
suppliers of goeds and services acquired, the basis of award
of contracts and orders, and the overall progress of the
Project toward completion; and

(c) afford authorized representatives of AID the opportunity
at all times as agreed upon by the Parties tg inspect the
Project, the utilization of goeds and services financed by
AID, and books, records, and other documents relating to the



Project and the Loan.

SECTION B.G6. Counpleteness of Information. The Borrower
confirms:

(a) that the -facts and circumstances of which it has in-
formed AID, or caused AID to be informed, in the course of
reaching aqgreement witih AID on the Loan, are accurate and
complete, and include al? facts and,circupstances that
might materially affect the Project and the discharge of
responsibilities under this Agreement;

(b) that it will inform AID in timely fashion of any sub-
scquent Tacts ond circumstances that micht materially affect,
or that it is reasonable to belijeve might so affect, the
Project or the discharae of responsibilities under this Agree-
mont.

SECTION B 7. Other Pavments. Bovrower affivms that all pay-
ments in connection with the procurement of qoocs ar services
financed under the Loan will be made to those persons authorized to
reccive such pavicents under the laws of the Borrover,

SECTIGH B.5.  Informtion and Marking. The Borrower will give

appropricte publicily to the Loan and the Project as a program to
waich thoe United States has contribuced, identify the Project site,
and mark goods financed by AID.

frticle C: Frocureirent Provisions,

SECTION C.1. Special Rules,

(a) The source and origin of ocean and air shipping will be
ceemsd to be the ocean vessel's or aircraft's country of
registry at the time of shipment.

(b) Premiums for warine insurance placed in the territory of
the Borrower will be deemed an eligible Foreign Exchange Cost,
1 otherwise eligible under Section C.7(a).

(c) Any motor vehicles financed under the Loan will be of
United States manufacture, except as AID may otherwise agree
in writing.

SECTION C.2. Eligibility Date. Mo qoods or services may be
finenced under the Loan which arc procured pursuant to orders or
contracts firmly placed or entered into prior to the date of this

hgreerent, evcept as tho Parties may otherwise agree in writing.

SECTION C. 3. Plans, Specificetions, and Contracts. In order

for there to be mutual agreairent on the following matters, and
excent as the Partics may otherwise egree in writing:

——



(a) The Borrower will furnish to AID upon preparation:

(1) any plans, specifications, procurerent or con-
struction schedules, contracts, or other docunentation
relating to cecods or services to bo Financed under the
Loan, including docementation relating to the pre-
qualification end selection of contractors and to the
soldcitation of Lids and proposals. Material modifications
in such docuiantation will Tikewise be furnished AID an
preparation;

(2) such documentation will also be furnished to AID,
upon preparation, relating to any goods or cervices vhich,
though not financed under the Loan, are deemed by AID to be
of major imvortance to the Praject.  Aspects of the Project
involving matters under this sub-section (a) (2) will be
identificd in Projoct Implementation Letters;

(b) Documnents relatine to the prequalifications of con-
tractors, and to the solicitation of bids or precposals for
¢oods and services financed uader the Loan will be approved
by AID in writing prior to thoir issuance, and will be in
accordance with the Borrower's Central Supply and Tender
Board procodures.

(c) Contracts and contractors financed under the Loan for
engineering and olhor professional services, for con-
struction services, and for such other services, equipment,
or materials as may be specified in Project Impleomentation
Letters, will bo approved by AID in writing prior to ex-
ecution of the contract. Material modificaticens in such
contracts will also be approvad in writing by AID prior to
execution.

SECTION C.4. Reasonable Price. Mo more than reasonable prices
Will be paid for any qoods or services financed, in whole or in part,
unczr the Loan.  Such items will be procured on a faip and, to the

maxinum extent practicable, cn a competitive basis,

SECTION C.5. Equfjggﬁjpﬁ_ﬁgmfpggpgigj-jgmgﬂiers. To permit
all United States Tivins to have i{he opportunity to rarticipate in
rurnishing goods and services to be financed under the Loan, the
Forrower will furnish AID such information with regard thereto, and
At such tinmes, as ALD may request in Project Implementation Letters.,

SECTION C.€. Shipping.

(a) Goods wihich are to be transported to the territory of
the Borrower may not be financed under the Loan if transported

—
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either:

(1)"on an ovean vossel or aircraft under the flag of a
country whizh is not included in AID Geographic Code 935
as in effect at the time of shipment; or

(2) on an ocean vessel which AID, by written notice to
theeBorrower has designated as ineligible; or

(3) under an ocean or air charter which has not received
prior AID approval,

(b) Cost of ocean or air transportation (of goods or per-
sons) and relatad delivery services may not be financed under
the Loan, if such goods or persons are carried:

(1) on an ozean vessel under the flag of a country not, at
the time of shipmant, identified under the paragraph of the
Agreement entitied "Procurement Source: Foreign Exchange
Costs," without prior written AID approval; or

(2) on an ocean vessel which AID, by written notice to the
Borrower, has designated as ireligible; or

(3) under an ocean vessel or air charter which has not
received prior AID approveT,

(c) Unless AID datermines that privately ouned United States-
flag comnercial ocean vessels are not available at fair and
reasonable vates 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 tankers) financed Ly AID which may be transported
on ocean vessels will ke transported on privately owned United
states-Tlag commercial vessels, and

(2) at least fitty percent (50%) of the gross freight revenue
generated by all shiprents financod by AID and transported to
the territory of the Borrower on dry cargo liners shall ke paid
to or for the benefit of privately owned United States-flag
cormmercial vessels, Compliance with the requiremrents of (1)
and (z) of this subsection must be achieved with respect to any
cargo transported from US ports and also any cargo transported
from non-Us nerts, computed separately,

SECTICN €.7. Insurance.

(a) Marine insurance on goods financed by AID which are to be
transported to the territory of the Borrower may be financed as
a Forcign Exchange Cost under this Agreement provided,

(1) such nsurance Jis Placed at the Towest available com-
petitive vate, and

(2) claims thereunder are payable in the currency in which

N~
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such goods wera financed or in any freely convertible
currency. It the Borrower by statute, decree, rule,
regulation, or practice discriminates with respect to AID-
financed procurcment against 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
financed by AID hereunder will be insured against marine
risks and such insurance will be placed in the United States
with a company or companies authorized tp do a marine in-
surance business in a State o the United States.,

(b) Except as AID may otherwise agree in writing, the
Borvower will insure, or cause to be insured, goods financed
under the Loan imported for the Project against risks in-
cident to their transit to the point of their use 1in the
Project; such insurance will be issued on terms and conditions
consistent with sound conmercial practice and will insure the
full valuo of the goods.  Any indemnification received by the
Borrower undar such insurance, will be used to replace or
repair any naterial damage or any loss of the goods insured
or will be used to reimburse the Borrower for the replacement
or repair of such qoods. Any such replacement will be of
source and origin of countries listed in AID Georgraphic Coce
935 as in effect at the time of replacement, and, except as
thz Parties may aqree in writing, will be otherwise subject
to the provisions of the Agreement.

SECTTON €.8. 13 Sovernment-Ouned Excess Property. The
Borrower agrecs that Wnerever practicable United States Government-

owned excess property, in lieu of new items financed under the Loan,
should b2 utilized. Funds under the Loan may be used to finance tha
costs of obtaining such property for the Project,

Article D; Termination; Reimodies,

SECTION D.1. Cancellation by Borrower. The Borrower may,
by giving AID 20 days written notice, cancel all of the Loan which
hes not Leen disbursed or committed for disbursement to third parties

or any part thercof.

SECTION n.2. Eygpj§“gj;9§faq]t5 Acceleration. It will be an

e

"Event of Default" if Borrower shall have failed:

(a) to pay when due any interest or installment of Principal
required under this Agreemant, or

(b) to comply with any other provision of this Agreement, or
(c) to pay when due any interest 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 AID



or any of its predecessor agencies. If an Event of Default
shall have occurred, then AID may give the Borrower notice
that all or any nart of the unrepaid Principal will be due
and payable sixty (60) days thercafter, and, unless such
Event of Default 5s cured within that tine:

(%) such unrepaid Principal and accrued interest here-
under will be duc and payable dmmediately, and

(2) the amount of eny furthar disbursements made pursuant
to then outstanding commitiments to third parties or other-
wise will bacoime due and payable as soon as made,

SECTION D.3. Suspension. If at any time:
(a) An Event of Default has occurred; or

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

(c) Any disbursement by AID would be in violation of the
legislation governing AID; or

(d) The CLorrower shall have failed to pay when due any interest,
installment of brincipal or other Payment required under any
other loan, quaranty, or other agreement between the Borrower

or any of its agencies and the Government of the Unite States
or any of its agencies;

Then AID, after consultation with the Borrower and with
appraopriate notice to the Borrower meay:

(1) suspend or cance] outstanding commitment documents to the
extent they have not been utilized through irrevocable commit-
ments to third parties or otherwise, giving prompt notice there-
of to the Borrower;

(2) decline to issue additional commitment documents or to
make disbursements other than under existing ones; and

(3) at AID's expense, direc: that title to goods financed
under the Loan be transferred to AID, if the goods are from a
source outside Borrower's countr » are in a deliverable state
and have not been offloaded in ports of entry of Borrower's
country. Any disbursement made under the Loan with respect to
such transferred goods will be deducted from Principal.

SECTION D.4. Cancellation by AID. If within sixty (60) days
from the date of any suspension of disbursements pursuant to Section D.3,
the cause or causes thereof have not been corrected, AID may cancel

any part of the Loan that is not then disbursed or irrevocably

cormitted to third parties.
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SECTION D.5.  Continued Effectiveness of Agreement. Not-
withstanding any cancellalion, suspension of disbursements, or
acceieration of repayment, tne provisions of this Agreement will
continue in effect until the vayment in full of all Principal and
accruad interest hereunder,

SECTION D.6. Refunds.

(a) In the case of any disbursement,which_is not supported

by valid documentation in accor-ance with*this Agreement,

or which is not made or used in accordance with this Agreement,
or which was “or goods or services not used in accordance with
this Agreement, AID, notwithstanding the availability or exer-
cise of any other remedies provided for under this Agreement,
may requive the Borrower to refund the amount of such dis-
bursement in United States Dollars to AID within sixty (60)
days atter roceipt of a request therefor. The right to
require such a refund of a disbursement will continue, not-
withstanding any other provision of this Agrecment, for three
(3) vears from the date of the last disbursemant under this
ARgreement.

(b)
(1) Any refund under the preceding subsection, or

(2) any refund o AID from a contractor, supplier, bank, or
third party with respect to geods or services financed under
the Loan, 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 in-
adzcuate, 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 appliad to the installments
of Principal in the inverse order of their maturity and the
aitount of tne Loan reduced by the amount of such remainder.

SECTION D.7. Nonwaiver of Remedies. Mo delay in exercising
any right or remedy accruing to a Party in connection with its fin-
ancing under this Agreement will be construed as a waiver of such

right or remedy.




