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A.1.D. PROJECT NO. 497-0365

PROJECT GRANT AGREEMENT

Dated: August 31, 1988
Between the REPUBLIC OF INDONESIA ("Grantee") and the UNITED STATES
OF AMERICA, acting through the AGENCY FOR INTERNATIONAL DEVELOPMENT

("A.I.D.").

Article 1. The Agreement.

The purpose of this Agreement is to set out the understandings

of the parties named above ("Parties") with respect to the
undertaking by the Grantee of the Project described below, and with

respect to the financing of the Project by the Parties.

Article 2. The Project.

SECTION 2.1. Definition of Project. The Project, which is

further described in Annex I, will support the Government of
Indonesia's e%forts to improve the shelter conditions of
below-median income families by assisting the Government of
Indonzsia (GOI) in further developing its system of municipal
Tinance. This will be accomplished in part by enabling local
governments to assume an increasing share of the financial
responsibility for urban, shelter-related infrastructure, and
creating conditions favorable to the participation of the private

sector in urban investment finance and service provision. Technical



assistance, training and other support provided under this Agreement
will enable the GOI to analyze and implement policies which promote
expansion of and improved efficiencies in the municipal finance
system; and provide for the monitoring and evaluation of physical
infrastructure produced in relation to the proposed A.I.D. Housing

Guaranty Program.

Annex I, attached, amplifies the above definition of the
Project. Within the limits of the above definition of the Project,
elements of the amplified description stated in Annex I may be
changed by written agreement of the authorized representatives of
the Parties named in Section 8.2, without formal amendment of this

Agreement.

SECTION 2.2. Incremental Nature of Project.

(a) A.I.D.'s contribution to the Project will be provided in
increments, the initial one being made available in accordance with
Section 3.1 of this Agreement. Subsequent increments will be
subject to av;ilability of funds to A.I.D. for this purpose, and to
the mutual agreement of the Parties, at the time of a subseguent
increment, to procead. 1t is anticipated, subject to the p-ovisions
of this section, that thes total amount of A.I.D.'s Grant
contribution to the Project will be ugp to Five Million Unitad States
Dollars ($5,000,000).

(b) Within the overall Project Assistance Completicn Date

stated in this Agreement, A.I.D., based upcn consultation with the

irantee, may specify in Project Implementation Letters appropriate



time periods for the utilization of funds granted by A.I.D. under an

individual increment of assistance.

Article 3, Financing.

SECTION 3.1, The Grant. To assist the Grantee 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 to the Grantee
under the terms of this Agreement not to exceed Threz Million United
States 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. Grantee Resources for the Project.

(a) The Grantee agrees to provide or cause to be provided for
the Project all funds, in addition to the Grant, and all other
resources required to carry out the Project effectively and in a
timely manner.

(B) The resources provided by the Grantee for the Project will
be not less than the equivaiént of U.S. $1,800,000, including costs
borne on an "in-kind" basis.

SECTION 3.3. Project Assistance Completion Date.

(a) The "Project Assistance Completion Date" (PACD), which is
September 30, 1994, or such other date as the Parties may agree to
in writing, is the date by which the Parties estimate 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
disbursement 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 disbursement, accompanied by necessary
supporting documentation 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., giving notice in writing iuv the Grantee, may at any
time or times reduce the amount of the Grant 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.

Article 4. Conditions Precedent to Disbursement,

SECTION 4,1, First Disbursement. Prior to the first

disbursement under the Grant, or to the issuance by A.I.D. of
documentation nursuant to which disbursement will be made, the
Grantee will, except ss the Farties may otherwise agree 1in writing,

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

(a) a statement of the name of the person holding or acting in

the office of the Grantee specified in Section 8.2, and of any



additional representatives, together with a specimen signature
of each person specified in such statement; and

(b) Evidence that the Grantee has agreed to the terms of the
Housing Guaranty Program Implementation Agreement which is to be
supported by the assistance financed under the Grant.

SECTION 4.2. Notification. When A.I.D. has determined that the

conditions precedent specified in Section 4.1 have been met, it will
promptly notify the Grantee in writing.

SECTION 4.3. Terminal Date for Conditions Precedent. (a) If

the condition specified in Section 4.1.(a) has not been met within
90 days from the date of this Agreement, or such later date as
A.1.D. may agree to in writing, A.I.D., at its option, may terminate
this Agreement by written notice to the Grantee.

(b) If the condition specified in Section 4.1.(b) has not been met
within one year from the date of this Agreement or such later date
as A.I.0. may agree to in writing, A.I.D. at its option, may

terminate this Agreement by written notice to the Grantee.

Article 5. Special Covenants.

SECTION 5.1. Project Evaluation. The Parties agree to

establish an evaluation program as part of the Project. Except zs
the Parties otherwise agree in writing, the program will include,
during the implementation of the Project and at one or more points
thereafter: (a) evaluation of progress toward attainment of the

Project objectives; (b) identification and evaluation of problem



areas. or constraints which may inhibit such attainment; (c)
assessment of how to help overcome such problems; and (d)
evaluation, to the degree feasible, of the overall development

impact of the Project.
SECTION 5.2, Yearly Implementation Plans. The Grantee agrees

to develop a yearly implementation plan for the project which will
describe the sequence of activities to be undertaken in each fiscal
year supporting the overall policy action plarn described in detail
in the Housing Guaranty Program Implementation Agreement. Unless
otherwise agreed by A.I.D., the implementation plan for each year
will be submitted to A.I.D. for review prior to the start of the

year covered by the plan.

Article 6: Procurement Source.

SECTION 6.1. Foreign Exchange Costs. Disbursements pursuant to

Section 7.1 will be used exclusively to finance the costs of goods
and services required for the Project having, with respect to goods,
their source and origin, and with respect to services their
nationality i; the United States (Code 000 of the A.I1.D. Geographic
Code Book as in effect at the time orders are placed or'contracts
entered into for such goods and services) ("Foreign Exchange
Costs"), except as A.I.D. may otherwise agree in writirg, and except
as provided in the Project Grant Standard Provisions Annex, Section
C.1 (b) with respect to marine insurance. Ocean transportation

costs will be firmanced under the Grant only on vessels under the

flag registry of the United States, except as A.I.D. may otherwise

agree in writing.



SECTION 6.2. Local Currency Costs. Disbursements pursuant to

Section 7.2 will 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 the
Republic of Indonesia ("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. Disbursements.

SECTION 7.1. Disbursement for Foreign Exchange Costs.

(a) After satisfaction of conditions precedent, the Grantee may
obtain disbursements of funds under the Grant for the Foreign
Exchange Costs of goods or services required for the Project in
accurdance 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
documentation_gs prescribed ih °Project Implementation Letters, (A)
requests for reimbursement for such goods or services, or (B)
requests for A.I.D. to procure commodities or services on the
Grantee'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., 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 and services.

(b) Any banking charges incurred by the Grantce in connection
with Letters of Comiiitment and Letters of Credit will be financed
under the Grant unless the Grantee instructs A.I.D. to the
contrary. Such other charges as the Parties may agree to may also
be financed under the Grant.

SECTION 7.2. Disbursement for Local Currency Cnsts.

(a) After satisfaction of Conditions Precedent, the Grantee may
obtain disbursements 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., with necessary supporting
documentation as prescribed in Project Implementation Letters,
requests to finance such costs.

(b) The local currency needed for such disbursement may be
obtained: (1) by acquisition bylA.I.D. with U.S. Dollars by
purchase or from local currency already owned by the u.sS.
Governmént, Of (2) by A.I1.D. requesting the Grantee to make
available the local currency for such costs, and thereafter
reimbursing an amount of U.S. Dollars equal to the amount of local
currency made available by the Grantee. .

The U.S. dollar equivalent of the local currency made available
hereunder will be the amount of U.S. dollars required by A.I.D. to
obtain the local currency.

SECTIGN 7.3. Other Forms of Disbursement. Disbursements of the

Grant may also be made through such other means as the Parties may

agrea to in writing.



SECTION 7.4, Rate of Exchange. If funds provided under the

Grant are introduced into Indonesia by A.I.D. or any public or
private agency for purposes of carrying out obligations of A.I.D.
hereunder, the Grantee will make such arrangements as may be
necessary so that such funds may be converted into currency of the
Republic of Indonesia at the highest rate of exchange which; at the

time the conversion is made, is not unlawful in Indonesia.

Article 8. Miscellaneous.

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

otnher communication 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 the Grantee:

Mail Address: Departemen Keuangan
Jl. Lapangan Banteng Timur 4
Jakarta 12950, Indonesia

To A.I.D.:

-

Mail Address: U.S. Agency for International Developmen®
American Embassy
Jl. Medan Merdeka Selatan 5
Jakarta, Indonesia
Alternate address for telegrams: USAID AMEMB JAKARTA
All such communications will be in English, unless the Parties
otherwise agree in writing. Other addresses may be substituted for

the above upon the giving of notice.
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SECTION 8.2. Representatives. ‘or all purposes .selevant to

this Agreement, the Grantec will be represented by the individual
holding or acting in the office of Minister of Finance, and A.I.D.
will be represented by the individual holding or acting in the
office of Mission Director, A.I.D. Mission to Indonesia, each of
whom, by written notice, may designate additional representatives
for all purposes other than exercising the power under Section 2.1
to revise elements of the amplified description in Annex I.

The names of the representatives of the Grantee, with specimen
signatures, will be provided to A.I.D., which may accept as duly
authorized any instrument signed by such representatives in
implementation of this iAgreement, until receipt of written notice of
revocation of their authority.

SECTION 8.3. Standard Provisions Annex. 4 "Project Grant

Standard Provisions Annex" (Annex II) is attached to and forms part
of this Agreement.

IN WITNESS WHEREOF, the Republic of Indonesia and the United
States of Ame{ica, 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.

UNITED STATES OF AMERICA | R

C OF INDONESIA
Paul Wolfowitz /! Drs. Oscar Surjaatmadja MA.MSc.
Ambassador Director General for
Embassy of The Ynited States Monetary Affairs

of America Department of Finance



ANNEX I
AMPLIFYED PROJECT DESCRIPTION
TECHNICAL ASSISTANCE AND TRAINING GRANT

1. Project Purpose

The purpose of this project is to provide assistance to the
Government of Indonesia (GOI) in further developing its municipal finance
system by expanding and enhancing the management of its financial
resources. Changes in the municipal finance system will enable
Indonesian municipalities to assume an increasing share of the financial
responsibility for urban infrastructure and services, and create
conditions favorable to private sector involvement in urban investment
finance and service provision. This Grant is to be implemented in
conjunction with a Housing Guaranty (HG) Loan Program. Agreement of the
GUI to the terms of tne Program Implementation Agreement for that program
is a.condition precedent to commitment of funds for technical assistance
and trairing activities. This Program Implementation Agreement is
expected to be executed within 3 to 12 months Trom the date of this Grant
Agreement.

2. Project Outputs

The following four outputs comprise the physical infrastructure to
be provided under a Housing Guaranty (HG) Investment Program (IP) and the
framework of the Policy Action Plan (PAR) which will be used to guide
policy implementation throughout the life of project. Achievirg these
outputs is dependent on a combined effort which utilizes planned GOI
inputs and HG loan resources, in addition to the technical assistance anc
training inputs financed uncer this Grant which are described herein.

Cutput 1: Shelter-related urban infrastructure valued at the
equivalent of 3$100 million, which benefits below-median
Income families, is provided.

This oytput would be the rupiah expenditures for urban
shelter-related i~frastructure as defined by the HG Investment Program.
It is proposed that these exzencitures will be for the Kampung
Improvement Program (KIP), wzhsr supply, solid waste collection and
disposal, sewerage, drainags, 1=ozn roads providing access to kampung,
and shelter-upgrading for the u-zan coor.

Qutput 2: Continued impraov=ment in the role of the central government
in funding urban inf-ascructure and services affordable to
Tow-Income housenalcs through the development of a system
of grants and lcans that encourages local resource
mobilization.



http:imprcve-men.in

A. Link the central government's systems of grants and loans and
direct the construction of shelter-related infrastructure to
produce a unified approach to municipal finance.

B. Use the central grant/loan system to limit subsidies to
manageable levels and better focus them to the benefit of low
income families.

C. Use the central grant/loan system to provide uniform
incentives for the improvement of municipal financial management
(both expenditure control and revenue generation).

D. Establish a central government lending mechanism to finance
urban infrastructure and services on terms that permit adequate
mobilization of investment resources.

Output 3: Strengthened capacity of the local governments' (Level I
and Level II) finance system to mobilize and manage
resources.

A. Strengthen financial management capacity (revenue mobilization
and expenditure control) at the local level.

B. Develop guidelines specifying the acceptable level of
borrowing and the acceptable sources of loans.

Output 4: Foundation established for ir—eased private sector
participation in the provisicn and financing of urban
infrastructure and services.

A. Find ways to improve the conditicns for private sector
(private firms, non-governmental organizations, voluntary
associations) participation in the design, implementation,
provision, operations and finmancing of urban infrastructure and
services.

B. Develop cost recovery strategies for appropriate urban
services that reflect the cost cof urban services to private sector
beneficiaries. :

3. Project Inputs

A.I.D. inputs aimed at achieving the project purpose (and
reslizing the outputs indicated ahove) will consist of a combination of
thres mutually supportive modes of assistance. First, the Policy Action
Plan (PAP) developed jointly with the GOI will constitute a menu of
possible actions expected to further the objectives of the GOI's urban
development policies. Second, under the Housing Guaranty (HG) Program,
rupiah (Rp) investments will be made for urban shelter-related
infrastructure equivalent to the U.S. dollar value of the loan to improve
the shelter conditions of the urban poor. Third, technical assistance
(TA) and training will be provided in support of both the monitoring and




evaluation of the HG physical outputs and the GOI's urban development
policy agenda, guided by the mutually agreed upon policy action plan.
Technical assistance and training imputs which will be provided under the
Grant Agreement of which this Annex is a part, are herewith further
described.

3.1 Technical Assistance and Training

3.1.1 Long-Term Advisory Support

A long-term team of three resident experts is planned for the
project. Timed to coincide with the beginning of the next five-year
development plan (Repelita V), the resident advisory team will provide
continuous techniczl support through the entire Repelita V period. The
services of the tzam will total approximately fifteen person-years.

The Chief Technical Aavisor, who will also serve as Chief of
Party, will be an Jrban Finance Policy Specialist with broad experience
in both developed znd develcping countries. This advisor will be able to
assist the GOI based on his or her wide contact with urban development
and municipal ancd regional finance issues in a variety of different
cultural, gccnomic and political settings. His or her background should
help in the consiceraticn of alternative policies and policy
implementaticn stratesciss based on knowlzcdge of what has worked or failed
in other sesttings.

The Urtan Finmancs Folicy Speciz’ -7 will be based in the Ministry
of Finance (MGF). Hs cr she will work zlzsely with ongoing advisory
assistance funded cdirectly by the MOF. ©Ongoing efforts have been
focusing on the revision cf the present grant system, the establishment
of an RDA, and revisions in the tax system. Key technical inputs from
the Municipal Finance Project will focus on programs to assist local
governments to evaluate their own financizl condition, forecast future
financial conditions, and estimate revenue potential.

The second technical advisor, an Ucsan Development Specialist,
should have a techniczl background in urzzan develcoment, planning and

mznagement, with considerable experi>nce in Indcnesia, particularly
-=2zting to central/local covernment r=lztiznshizs.

Tne Urban Devsleopmnent Specialist will oe Sased in the Ministry of
mzms Affairs (M42), which is the primary Imclementing agency for all
r=fzrms affecting local governments. Thlsz Incluces both fipancial
r=forms that increase local governments' =zcility to genmerste a larger
zmzre of the fimancial requirements for w=can devs_oom~nL and management
-=forms that increasse local governments' czpability to manage fipances

and services. for local governments to increase the financial resources
available for investment, the orientation of loczl officials toward
borrowing, from public or private sources, has to change, and MHA will be
the most influ=ntial ministry in enabling that changs.



This specialist can, for example, assist in developing
implementation strategies for dealing with the problems of urban areas
which are not formal local administrative units (kotamadya or
municipalities). The Urban Development Specialist also should be able to
assist in the development of training programs and other forms of direct
assistance to municipalities in investment project selection and
feasibility analysis, as well as assist in the monitoring and evaluation
of these projects.

The third technical advisor, a Finance Specialist, will also work
directly with the MHA. The Finance Specialist's background should
include professional training and experience in municipal finance and the
finance of public enterprises, as well as an understanding of municipal
indebtedness, creditworthiness and the use of municipal debt
instruments. This specialist's function will be to assist MHA in the
development of policy and implementation strategies for local finance,
for private sector participation in urban services, and private sector
participation in financing urban services.

3.1.2 Short-Term Consultancies

To supplement the work of the long-t>rm advisory team, a variety
of short term consultancies, totalling app:ioximately 30 person-months,
will be previced to add more in-depth knowledge cf technical areas and to
work with GOI staff on the design, conduct and analysis of special
stugies and =zzZiZional projects. In addition, short-term ad.isors will
collzborate w2=r long-tzrm adviscrs and GOI counterparts to develop such
guidance and trzining materials such as budget manuals and guidelines
on: icentifying sconomic growth and emrloyment stimulating investments,
assessing project feasibility, and assessing financial conditions.
Materials like these illustrate the types of specialty assistance that
may be required on a shert-term basis. The actual determination of the
use of short-term advisory services and the need for specially focused
studies and anzglyses will be made by the GOI and long-term advisory team,
in consultation with the USAID Project Manager and members of TKPP as
appropriate.

3.1.3 Training Activities

Prcject siozcort will provide for two types of training assistance
— short-term cverzzzs znd local workshops and training programs — both
of which are dirsctily relzied to the implementation of the policy acticn
plan. As with the short-tzrm TA, all or part of the training may bs
funded and maragsc undes the long-term TA contract.

Shert-term ining opportunities will be given to GOI senior, mid
and junior level f, =nd to potential private sector lenders,
investors, owners or manzcers of urban services and infrastructure to
participate in short courses and policy seminars (approximately two to
six weeks in duration) outsice Indonesia. Approximately 40 short-term
participants are anticipated over the life of this project.

T
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GOI staff and the long- and short-term consultants also will hold
training of trainer workshops to develop training materials and courses
for local officials, potentially through educational institutions such as
the Institute for Economlc and Social Research (LPEM) of the University
of Indonesia.

In addition, there will be funds available for local workshops and
seminars to support the implementation of the policy action plan.

3.1.4 GOI Inguts

The GOI inputs under this Agreement will include, but not be
limited to local support for the long-term technical 3551stance team
(including in-kind contributions); funding of local demonstration
projects for municipal finance; funding for international airfare for
overseas trainees and partial funding of local training‘and workshops;
and staffing for evaluations and monitoring. The estimated costing of
all inmputs is included in Section 7, Financial Plan.

4, Executing Agency and Project Management

The Ministry of Finance will be the executing ministry for the HG
borrowing, on behalf of the GOI. The executlng agency for the technical

Anallsa K“ch;:ﬂ of tnhs Mvn15ury of Finance. The Ministry of Home
Affairs will -2 be :espon sitle for selected technlcal assistance team

sponsibilic, o7 the M:".

The Cocrdination Team for Urban Development (TKPP) will provide
overall project management. The TKPP Executive Secretariat will be
responsible for: (1) coordinating and monitoring the implementation of
the Policy Action Plan (PAP); (2) compiling budget and accounting
information; and (3) report1ng on the investment program expenditures.
The Executive Secretariat will also act as the Project Management Unit
(PMU), =2nd 2 Projsct Ceoordinmator will be appointed by the Executive
Secretariab. Spec;lic cesponsibilities of the PMU will be to: (1)
monitor and cocrcinate cverall progress on the liquidation of HG advances

and stbsagusnt ci::;:s— =nts; (2) report quarterly to TKPP and USAID on
the pr o":cL'“ progass : (3) azssess praject needs and identify obstaclzs
to progress, zs wsll as oroposing solutions, and report these to TKPE and
USAID; (4) cr*encs Tcr zligible expenditure budget preparation; (5)
assist USAID in mcmitering and tracking eligible expenditures; and (5)
prepare an —nH-O’ -zroject report.

5. Monitoring and Evaluation

There are several aspects to project-related monitoring: (1)
monitoring the cevelcpmaent and implementation of the GOI's Policy Action
Plan will be the responsibility of the PMU, in collatoration with the AID
Urban Advisor, the MOF Project Manager, and other concerned GOI
officials; (2) the AID Regional Housing and Urban Development Office in



Bangkok (RHUDO) and the AID Urban Advisor will be responsible for
ensuring that proposed HG assistance complies with the Beneficiary
Below-Median-Income Test of Section 223 (j) of the U.S. Foreign
Assistance Act (FAR); (3) and monitoring the technical assistance and
training plan will be the responsibility of the AID Urban Advisor and
concerned GOI entities.

Three external project evaluations are planned. The first will
precede the third HG authorization, the second will precede ths fourth HG
authorization, and the final evaluation will be undertaken zt =nd of
project. The overall objective of the first two evaluations is to assess
project progress and accomplishments, both in terms of the Pclicy Action
Plan implementation and Investment Program expenditures, and to suggest
any adjustments which would assure greater effectiveness during the
remainder of the project. The final evaluation will measure project
success in achieving established benchmarks and maxs rscommsncations, as
appropriate, based on project experience.

6. Disbursement

Disbursement will be handled in compliance with the intent of the

Joint Decree of the Minister of Finance and the Mirisz=r of State for
National Development Planning/Chairman of Bappenas ho. 48/KMK.012/1987

x=2.004/Ket/1/1987
dated January 27, 1587, based on details to be detz-7in=d between USAID
and the GOI. Disoursement procedures for various goz’sct activities,
consistent with the details determined between USAIZ znc the GOI above,
will be agreed won by PIL,

7. Financial Plan

The financial plan is illustrative only. The =zrties may increase
or decrease the funding used for any budget line itsr -y up to fifteen
percent (15%) of the amount shown in the Financial =Izn included in this
agreement without formally revising the project budz=z. Any reallocation
of funding to or from a budget line item which woul:z zzuss zhat line item
to increase or decrease by more than 15% of the amcu~: show~ “or that
line item in the then agreed financial plan will reg -z a “zzmal
revision of the financial plan by the parties. In trz zverz -z
financial plan agread to by representatives of the parzizs iz
subsequently revised by them, the adjustments in budczz iirz Zzzms

ermitted abcve may be applied to the new financial £lz=5 ir -z same
manner and subjact to the same limitations as stated =z-czv=.

, \\o'



MUNICIPAL FINANCE PROJECT (497-0365)

BUDGET SUMMERY
($000)

Anticipated Life of

AID FY 88 Project Total

Obligation AID | Host

Grant | Country
Technical Assistance 2,700 4,100* 1,500** 5,600
Training 300 S00 300 1,200
TOTAL 3,000 5,000 1,830 6,800

*  Includes $500,000 for audits, monitoring, and evaluation.

** Includes $100,000 for monitoring and evaluation.

8167P ppl-7
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ANREX

Project Grant Standard Provisions Annex

Definitions: As used in this Annex, rhe "Agzreement" refers to
the Projéct Grant Agreement to which thic Annex is attached and
of which this Anncx forms a part. Terms used in this Annex have
the same weaning or refevence as in the Aprcement.

Article A: Proiect ‘mflemc“‘aflﬁn

Letrers To assist CGrantee
in the implemcerncation oi the rroject, AL D , from time to time,
will issue Project Ionplementation LELCCLS that will fuimish
addivional informarion about marters starcd in this Agreement.
The parties may zlso use jeintly agreed-upon Project Implenenta-
tion lLetters to confirm and record rheir mucuazl undarsson wding
on aspects of the iunlemenrtation of this Agrecment. roject
Toplemenzation Letters will nmot be used to amand vhe tex:s of
the Agreement, but can be used to record cevisionns or exceprions
which are permi=nzed by the Agreement, including the revision of
elewents of the amnlified descriprion of the Froject in Annex 1.
article F: General Covenants

SECTION B.1 Consultaticn The Hﬂrtlec will cooperzte to
assure that the purpose ©I cnis Agreement will be accomplicshed.
To this end, the Parties, at che request ol either, will exchange
Views on the pregress of the Project, the periormance of obliga-
tions under this Ajveement, the per ormance of anv consulzante,
contractors. or suppliers engaged on che Project, and other
matters velating to the Proiect

SECTION B.2. Execution of Yroiect. The Grantee will:

(a) cerry cut :the Project or cause it to be carried
out with due diligence and zfficiency, in confor xity witch
sound Lebnplcal, financizl, znd managemant pkdctlces, and
in conformizy with those documents, plzns, specifications,
contracits, schedules or orther arrangements, and with any
modifications therein, approved by A.I.D. pursuant to this
Agreement: and

{b) provide gualified and experience management for,
and trzin such staff as may be approrriate for the mzin-
tenance and operaticn of the Project, and, as applicable
Ior continuing activities, cause the Prcject to be cperated
and Uﬂlwtainﬁd in such mannsr as to assure the continuing
and successful achievement of the purpoces of the Froject.

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

(a) Any rescurces financed under the Grant will, unless
otherwice agreesd in writing by A.1.D., be devoted to the
Project until the completion of the Projecr, and thereafter
will be used so as to further the objectives sought in
carrying out the Project.

(b) Goods services financed under the Grant, evcept
as A.L.D. may erwise ggree in writing, will not be used
To promste or elgn aid projzct or activicy
associated with or financed by a couniry not included in
Code 935 of the A.T.D. Gecgraphic Code Dook as in effect
A the time of such usc.

-

or

-
CC
as

SECTION B.4. Taxarion

(a) This Agreerment and the Grant will
Caxatica or fe=s impesed undar lews in ef

~,

ritery of the Crantee.

be free from any
el }

~ .
. - +-
zeéct 1n the ter-

(5) To the eurent rhat (1} anv con:cractor, inclueding
any censulting firm, eny personnel of such contrastor
financted under the Grznt, and any properiy or transacticn
relating to such contracts and (2) eny coimodity procure-
ment transacticn financed undasr the Grant, are nor exempt
from identifishle raxes, tariffs, duties or other levies

impesed under laws in effect in the territory of the Grantee,
the Grantee will, as and to the extent provided in and
pursuant to Project Implementation Letters, pay or reimburse
the same with funds other than those provided under the
Grant.

N

ECTION B.5. Reports, Records, Inspections, Audic.

iy

=3

ne Grantee will:

(a) furnish A.I.D. such information and reports relating
o the Project and to this Agreement as A.I1.D. may reason-
acly request;

(b) meintain or cauvse to be maintained, in accordance
with generally accepted accounting principles and practices
consistently applied, books and records relating to the
Project and to this Agreement, adequate to show, without
limitation, the receipt and use of gocds and services
acquired under the Grant. Such books and records will be
audited regularly, in accordance with generally accepted
auditing standards, and maintained for three years after
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SECTION B.5. (b)

the date of last disbursement by A.I1.D.; such books and
zecords will also be adequate to stow the nature and
extent of solicitations of prospective suppliers of goods
and services acquired, the basis of award cf contracts and
orders, and rhe overall progress of the Projeci toward
cempletion; and

(¢) afferd authorized representatives of a Party the
opportunicy at 2ll reasonable times to inspect the Preject,
the utilizaticn of goods and services financed by such
Party, and books, records, and other documents relating to
the Projzct and the Grant.

SECTION B.€. Commleteness of Information. The Crantee
cenfirms:

(2) that the facts and circumscznces of which it has
informed A.1.D., or casuse 4.I.D. %o b- informed, in the
course of reaching agrsement with A.I.D. on the Grant, are
accurate and cowplete, and includzs ail fzers and circum-
stances that might wmaterially affeat the Project and the
diccharge of responsibilities under this Agreement;

(b) that it will inform A.I.D. in timely fas-ion of
any subsaguent Zacts and circumstances that mignt material-
1y aifect, or that it is vesascnable to belisve might so
affect, the Project or the disczharge of responsibilities
under this Agrcement

SECTION 5.7. Other Payments. Grantee affirms that no
payments have been or will be received by any cfficigl of
the Grantee in connection with the procurement ol gooas or
services financed under the Grant, except fees, taxes, or
similar payments legally established in the country of the

Grantee.

SECTION B.8. Information and Marking. The Grantee will
g-ve apprepriate publicity to tne Grant and the Project as

2 program to wihich the United States has contributed,
identify the Project site, and mark goods financed by A.I.D.,
as described in Project Implementation Letters.

-

1\
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Article C: Procurement Provisicns

SECTION C.1. Special Rules.

(a) The source and origin of ocean snd air ship?ing
will be deemed to be the ocean vessel's or aircraft's
country of registry at the tiwe of shipment.

(b) Premiums for marine insurance placed in the
territory of che Grantee will be deemed an éligible
Foreign Exchange Cost, if otlerwise eligible under
Section C.7(a).

(c) Any motor vehicles financed under the Grant will,
te of United States wanufacture, except as A.1.D. may other-
wise agree in writing.

(d) Transportation by air, financed under ¢
of property or persons, will be on carriers hold
States certification, to the extent service Dy su
riers 1s aveilable. Details on this reguirement
described in & Project Implementaticn Le

SECTION C€.2. Elipibility Date. No goods or services may
be financed under the Grant which are procured pursuant to orders
or contracts firmly placed or entered into prior to the date of
this Agreement, ~xcept as the Par:cies may otherwise agree in
writing.

SECTION C.3. Plans, Specifications, and Contracts. In
order for there to be mutual agreement on the following matters,
and except as the Parties may otherwise agree in writing:

(a) The Grantee will furnish to A.I1.D. upon preparation,

(1) any plans, specifications, procurement or
constructicn schedules, contracts, or other documentation
relating tc goods or services to be financed under the

rant, including documentaction relating to the prequali-
fication and selection of contractors and tec the solicita-
tion of bids and proposals. Material modifications in
such documentation will likewise be furnished A.I.D. on
preparation;

(2) such documentation will also be furnished to
A.1.D., upon preparation, relating tc any goods or services,
which, though not firanced unde. the Grant, are deemed by
A.1.D. to be of major importance to the Project. Aspects
Project involving matters under this subsection (a)
11 be identified in Project Implementation Letters:

[l it
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SECTION C.3,

(b) Documents related to the prequalification of
contractors, and to the solicitation of bids or p;oposals
for goods and services financed under the Qrapt will be
approved by A.I.D. in writing prior to their issuance,
2nd their terms will include United States standards and
measurements ;

(¢) Contracts and contractors financed under the Grant
for engineering and other professinnal services, fer con-
struction services, and for such other services, eguipnment
or materials as may be specified in Preject Implewmentation
Letrers, will be approved by A.I.D. in writing privr to
execution of the contract. Material wmodificatvions in such
contracts will also be approved in writing by A.I.D. prior
to execution; and

(d) Consulting firms used by the Grantee for the
Project but nct financed under the Grant, the scope of
their services and such of their personnel assigned to the
Project as A.1I.D. may specify, and construction contractors
used by the Grantee for the Project but not financed under
the Grant, shall be accepteble to A.I.D.

SECTION C.4. Reasonable Price. No more than r¢ sonable
prices will be paid Tor any goods or services finance. 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
bacis.

SECTION C.5. Notification to Potential Suppliers. To
Permit all United States Tirms ©g have the opportunity to partici-
pate in furnishing goods and services to be financed under the
Grant, the Grantee will furnish A.I.D. such information with
regard thereto, and at such times, as A.I.D. may request in
Project Implementation Letters.

SECTION C.6. Shinping.

(2) Goods which are ro be transported to the territory
of the Grantee may not be financed under the Granr if
transported either: (1) om an ocean vessel or aircraft
under the flag of a comntry which is not included in A.1I.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
to the Grantee has designated as ineligibie; or (3) under
an ocean or air charter which has not received pricr A.I.D,
approval.

7



SECTION C.6.

(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 Ex-
change Costs,' without prior writrten A.I.D. approval; or
(2) on an ocean vessel which A.1I.D., by written notice to
the Grantee, has decignated as ineligible; ot (3) under an

ocean vessel or air charter which has not received pricr
A.I.D. approval.

(c) Unless A.1.D. determines that privately owned
United States-flag commercial ocean vessels are not avai-
lable 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 tankers) financed by A.1.D. which may be
transported on ocean vessels will be transported on
privately owned United States-flag commercial vessels,
and (2) at least fifty percent (50%) of the gross freight
revenue generated by all shipments financed by A.I.D. and
transported to the territoxy of the Grantee on dry caxrgo
liners shall 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 transported
from U.S. ports and any cargo transported Irom non-U.S.

ports, computed separately.
SECTION C.7. Insurance.

(a) Marine insurance oOn goods financed by A.I.D. which
are to be transported to the territory of the Grantee may
be financed as a Foreign Exchange Cost under this Agreement
provided (1) such insurance is placed at the lowest avai-
lable competitive rate, and (2) claims thereunder are
payable in the currency in which such goods were financed
or in any freely convertible currency. If the Grantee
(or government of Grantee), by statute, decree, rule,
regulation, or practice discriminates with respect to
A.I.D.-financed procurement against any marine insurance
company authorized to do business in any State cf the
United States, then all goods shipped to the territory of
-he Grantee financed by A.I.D. hereunder will be insured
against marine risks and such insurance will be placed
in the United States with a ccmpany OT companies authorized
to do 2 marine insurance business in a State of the United
States.

M



SECTION C. 7.

(b) Except as A.1.D. may otherwise agree in writing,
the Grantee will insure, or cause 0 be insured, goods
financed under the Grant imported for the Project against
risks incident to their transit to the point of theixr use
in the Project; such insurances will be issuerd on rerms
and conditions consistent with sound commercial practice
and will insure the full value of the goods. Any indem-
nification received by the Grantee und=r such insurznce
will be used to replace or repair any material damage or
any loss of the goods insured or will be used to reimburse
the Grantee for the replacement or repeir of such goods.
Any such replacements will be of source and origin of
countries listed in A.I.D. Geographic Code 935 as in effect
at the time of replacement, and, except as the Parties may
agree in writing, will be otherwise subject to the provi-
sions of the Agreement.

SECTION C.8. U.S. Governmeat-Owned Excess Propertv. The
Grantee agrees that wherever practicaple, United States Govern-
ment-owned excess personal 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 preperty
for the Project.

Article D: Termination:; Remedies.

SECTION D.1. Termination. Either Party may terminate this
Agreement by giving the other Parcy 30 days written notice.
Termination of this Agreement will terminate any obligations of
the Parties to provide financial or othex resources to the Pro-
ject pursuant to this Agreement, except for payment which they
are committed to make pursuant to noncancellable commitments
entered into with third parties prior to the terimination of
this Agreement. In addition, upon such termination A.I.D. may,
at A.1.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 Grantee's country, are in a deliverable state
and have not been offloaded in ports of entry of Grantee's
country.

SECTION D.2. Refunds.

(a) In the case of any disbursement which is not sup-
pcrted 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.,



SECTION D.2.

notwithstanding the availability or exercise of any other
remadies under this Agreement:, may require the Grantee to
refund the amount of such disbursement in U.S. Dollars to
A.I.D. within sixty (60) days after receipt of a request
therefor.

(b) If the failure of Grantee to comply with any of
its cbligations under this Agreement has theé result that
goods or services financed under rhe Grant are not used
effectively in accordance wirth this Agreement, A.I D, may
require the Grantee to refund all or any part of the amount
of the disbursements under rhis Agreement for such goods
or services in U.S. Dollars to A.L.D. within sixty days
after receipt of a request therefor.

{c) The right under subsection (a) or (b) to require
a refund of a disbursemens will continue, notwithstending
any other provision of rhis Agreement, for chree years
from the date of the last c¢isbursement under this Agreement,

(i) (1) Any refund undor subsection {a) or (b), or (2)
any refund to A.I.D. frex & concractor, suprlier, bank cr
other third party with respect to goods or services financed
under the Grant, which refund ralates to an unreasonzble
Price for or erroneous i voicing «f gords 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 gocds and services required for the
Project, to the extent justified, and (B) rche remainder,
if ary, will be applied to reduce the amwount of the Grant.

(e) Any interest or other earnings on Grant funds
disbursed by A.I1.D. to the Grantee under this Agreemesnt
prior to the authorized use of such funds for the Preoject
will be returned to A.I.D. in U.S. Dollars by the Grantee.

SECTION D.3. Nomwaiver of Remedies. No delay in exercising
any right or remedy accruing to a Farty in connection with its
financing under this Agreement will be construed as a waiver of
such right or remedy.

SECTION D.4. Assipnment. The Grantee agrees, upon request,
to execute an assignement ro 4.1.D. of any cause of action which
may accrue to the Grantee in connecrion with cor arising out of
the contractual performance or breach ¢ = performance bv 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. unde- this Agreement.




