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Fifth Amendment, dated : . - a  

. , to the Subgrant 

Agreement, dated September 27, 1988, between the Arab Republic of 

Egypt (I1Granteet1) and the United States of America, acting 
.-- - - - - -  - -  .. _ _ _  _ - -. 

through the U. S. Agency for Internationzl tWevel.'og e t? ,(WSAIQ!@J ,- 
, . . T i ' . ,  - - 1 4 ,  - r! 

.$ - . a > .:, : p  , :  
for Energy Conservation and Environment., 51 

1 ,  C 

SECTION 1. The Subgrant Agreement; as amended .on June 15, _ .  I #  . " *, 9 . I . * .  

1989, September 14, 1992, June l G ,  1993, and ~eptjemb:p~ ;la ,; 1994, 
" a *  'A . 
" t *  8 -  

is hereby further amended as follows: . 
. --- _ _  _ - - -  

A. The first paragraph of Section 3.1 is amended by 

deleting I1Forty-Nine Million Five Hundred Thousand United States 

(nU.S.ll) Dollars ($49,500,000)" and substituting "Sixty-seven 

Million Five Hundred Thousand United States (llU.S.") Dollars 

($67,500,000) therefor. 

B. Section 3.2(b) is amended by adding "and the Egyptian 

Pound equivalent of Four Million, Ninety Four Thousand U.S. 

Dollars ($4,094,000)u after "Thirty Seven  illi ion, Seven Hundred 

Thousand Egyptian Pounds (LE 37,700,000)u and by adding "and the 

Egyptian Pound equivalent of Three  illi ion Five Hundred Fifty 

Nine Thousand U. S. Dollars ($3,559,000) " after "Thirty Two 
Million Eight Hundred Thousand Egyptian Pounds (LE 32,800,000)t1. 

C. Section 3.3(a) is amended by deleting "September 30, 

1996'l and substituting "September 30, 1998" therefor. 

D. The Subproject Description (Annex 1 of the Grant 

Agreement) is deleted in its entirety and replaced by the 

Subproject Description attached hereto. 
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E. The Project Grant Standard Provisions (Annex 2), as 

previously amended, is deleted in its entirety and replaced by 

the Project Grant Standard Provisions (Annex 2) attached hereto. 

SECTION 2. Ratification. The Grantee will take all 

necessary action to complete all legal procedures necessary to 

ratification of this Amendment and will notify A.I.D. as promptly 

as possible of the fact of such ratification. 

SECTION 3. Lanauaae of Amendment. This Amendment is 

prepared in both English and Arabic. In the event of ambiguity 

or conflict between the two versions, the English language 

version will prevail. 

SECTION 4. Except as specifically amended or modified 

herein, the Grant Agreement shall remain in full force and effect 

in accordance with all of its terms. 

SECTION 5. This Amendment shall enter into force when 

signed by both parties hereto. 
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IN WITNESS WHEREOF, the Arab Republic of Egypt and the 

United States of America, each acting through its respective duly 

authorized representatives, have caused this Subgrant Amendment 

to be signed in their names and delivered as of the day and year  

first abave written. 

ARAB REPUBLIC OF EGYPT UNITED STATES OF AMERICA 

BY : BY :. - 
NAME :Dr. Y NAME :Edward S. Walker, Jr. 

T I T Z B : M ~ ~ ~ S < ~ ~  of State for T1TLE:American Ambassador 
International Cooperation 

N -sari Selim NAME : ~ h n  R. ~ e s t l e w  
I 

T1TLE:Administrator of the T1TLE:Director 
Department for Economic 
Cooperation with U.S.A. 



In acknowledgement of the foregoing Subgrant Amendment, the 

representative of the implementing organization has subscribed 

h i s  name: 

M I N I S T R Y  
/ 

/ 

i 



ANNEX 1 

ENERGY CONSERVATION AND ENVIRONMENT 
Subproject Description 

AID Subproject No. 263-0140.3 

1. Subproject Background and Purpose: 

The subproject purpose is to accelerate the adoption of 
technologies and practices to save energy and protect the 
environment. 

2. Subproject Description: 

To achieve its purposes, the subproject will carry out three types 
of activities: (1) environment/energy technology applications, (2) 
training and promoting investments in these technologies, and (3) 
~olicy development. 

a. Environment/Energy Technology Applications: 

This activity will be directed at selecting, designing, installing 
and monitoring environment/energy efficient technologies and low 
cost methodologies that are economically, financially and 
technically viable in both private and public sector companies, and 
replicable in other facilities. 

b. Training and Promoting Investments: 

This activity is aimed at promoting replication by other 
enterprises of the technologies that have been successfully 
applied. This will be accomplished by: 

- developing institutional capabilities of the three agencies 
implementing the project, the Development Research and 
Technological Planning Center (DRTPC), the Tabbin Institute 
for Metallurgical Studies (TIMS) and the Federation of 
Egyptian Industries (FEI) to identify, evaluate, finance, 
procure, install, monitor and maintain advanced energy 
conservation and environmental protection technologies. 

- increasing the awareness of energy conservation and 
environmental protection technologies to promote replications 
through activities such as information dissemination, 
workshops, seminars, advertisements, publications and special 
studies. 

- reducing policy and regulatory barriers that affect subproject 
implementation and technology adoption. 



c. Policy Development: 

This activity will undertake policy assistance activities to 
provide information to policy makers that will: (1) extrapolate 
demonstration results to industry-wide conclusions; (2) identify 
alternatives and then ascertain capital costs to achieve specific 
reductions in energy use and pollutant levels; (3) provide detailed 
energy and environmental profiles of industries; and, (4) identify 
constraints placed on the private sector relative to the 
environmenal management process. 

3. Participating Company Selection: 

The subproject is open to both private and public sector firms 
interested in implementing technologies that are commercially 
proven and can be widely replicated in other private and public 
sector firms. 

4. Subproject Organization: 

The subproject focuses on both private sector and public sector 
industry, with management and technical assistance contractors 
providing services to both sectors. 

a. Private Sector: 

The implementing agency for the subproject8s private sector 
activities is the Cairo University's Development Research and 
Technological Planning Center (DRTPC). A full time Executive 
Director is appointed to meet DRTPCts responsibilities under the 
subproject . DRTPC is responsible for incorporating energy 
conservation and environmental management in private sector plants. 
DRTPC has the following management and technical services 
responsibilities: 

Administration, accounting and financial management; 
Marketing and promoting energy conservation activities, along 
with the Federation of Egyptian Industries; 
Identifying technology applications; 
Evaluating and approving the technical, economic; and 
replication feasibility of proposals; with the assistance of 
the M/TA contractor; 
Providing technical assistance and training for private 
companies at all stages of technology applications, including 
proposal preparation; 
Monitoring and tracking technology applications; 
Analyzing and presenting results of technology applications; 
Incorporating environmental management in private sector 
plants; and 
Improving the sustainability of energy conservation and 
environmental activities by adding several Egyptian private 
sector consulting firms as subcontractors. 



b. Public Business Sector: 

The Ministry of Industry's Tabbin Institute for Metallurgical 
Studies (TIMS) is the implementing agency for the subproject's 
public sector activities. TIMS is responsible for incorporating 
energy conservation and environmental management in public sector 
plants. A Ministry of Industry decree has been issued to establish 
a steering Committee and a Subproject Secretariat managed by a full 
time Executive Director. 

The steering Committee is chaired by the Minister of Industry or 
his designated representative and composed of: 

o Minister of International Cooperation 
o Executive Director of ECEP/TIMS 
o Director of TIMS 
o Chairman of FEI 
o Chairman of the Metallurgical Holding Company 
o Chairman of the Chemical Holding Company 
o Director of DRTPC (ex officio) 
o USAID Project officer (ex officio) 

TIMS subproject secretariat has the following technical and 
management repsonsibilities: 

Administration, accounting and financial management; 
Identifying technology applications 
Evaluating technical, economic and replication feasibility of 
proposals; 
Selecting proposals and submitting them to the Steering 
Committee for final approval; 
Providing technical assistance and training to public 
industrial enterprises at all stages of technology 
application, including proposal preparation; 
Monitoring and tracking technology applications and their 
funding; 
~nalyzing and presenting results of technology applications; 
and 
~onitoring the GOE cash and in-kind contributions to the 
subproject 

The Federation of Egyptian Industies (FEI) is responsible for 
promoting replication in industry through information dissemination 
and development of a data base of information on energy 
conservation and environmental management. 

c. Egyptian Environmental Affairs Agency (EEAA): 

The ~echnical cooperation office for the Environment (TCOE) of the 
EEAA will have an advisory role so that the programmatic structure, 
technical assistance,. and environmental measures are supportive of 
EEAA regulations and standards. 
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5. Procurement Plan: 

a. Local Management Services: Funds have been provided to 
the Development Research and Technological Planning 
Center (DRTPC), Tabbin Institute for Metallurgical 
Studies (TIMS) and the Federation of Egyptian Industries 
(FEI) to assist in establishing their off ices, recruiting 
technical and administrative personnel, procuring office 
equipment, materials and supplies, subcontracting 
Egyptian consultants for technical services and arranging 
or conducting local training, workshops and seminars. 

b. Technical Services: The current Managernent/Technical 
Assistance (M/TA) contractors assist DRTPC, TIMS, FEI and 
private and public sector firms in implementing the 
subproject activities. The M/TA responsibilities 
include: providing management, technical assistance and 
training services to DRTPC, TIMS, FEI and public and 
private enterprises relative to specific subprojects at 
all project stages; advising USAID/Cairo on whether 
specific measures should 2e approved and funded; 
reporting regularly to USAID1 :air0 on project status and 
performance, and coordinating efforts of all 
participants. Independent contractors will undertake 
interim and final evaluations as well as financial 
audits. 

c. commodity Procurement Services: The M/TA performs 
procurement services as requested by the individual 
companies in both private and public sector. 

6. Financial Plan: 

The AID contribution will be for the foreign exchange costs of the 
commodities including cost of equipment, maintenance services and 
installation. AID will also fund administrative, management and 
technical services for the subproject in both local and foreign 
currency in accordance with the Procurement Plan described above. 

The Ministry of Industry and industrial companies will match the 
purchase of the U.S. commodities with the cash contribution for 
financing the local costs of these commodities. They will also 
cover the costs for basic salaries of personnel, facilities and 
construction. Commodity procurement includes equipment, materials, 
supplies, spare parts, accessories, computer hardware and software 
and field vehicles (excluding sedans). 
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Attachment 1 

Illustrative Financial Plan 

ENERGY CONSERVATION AND ENVIRONMENT 
PROJECT NO. 263-01 40.3 

AID CONTRIBUTION 
S(OO0) 

Oriainal Amendment # 5 Total 
FX - LC Total FX LC Total FX LC Total 

I. Technoloav Demonstration 

A. Commodities I 9,200 0 19,200 6,000 0 6,000 25,200 0 25,200 

B. Technical & Manage- 
ment Sewices 25.550 4,500 30.050 12,000 0 12,000 37,550 4,500 42,050 

TOTAL Technology 
Demonstration 44,750 4,500 49,250 18,000 o 18,000 62,750 4,500 67,250 

11. Evaluation / Audit 250 o 250 o o o 250 o 250 

TOTAL 45,000 4,500 49.500 18.000 o 18,000 63,000 4,500 67.500 
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HOST COUNTRY CONTRIBUTION f Life Of Proiect) 
LE (000) 

I. Commodities 
11. Training 
Ill. Local Management 

and Services 
- Public/Private 

Sectors 
- Information 

Dissemination 

TOTAL LE 
Exch.Rate 
US $ EQUIV. 

I. Commodities 
11. Training 
Ill. Local Management 

and Services 
- Public/Private 

Sectors 
- Information 

Dissemination 

TOTAL LE 
Exch.Rate 
US $ EQUIV. 

TOTAL PubIPriv 
US $ EQUIV. 

PUBLIC SECTOR 

!2fxmAl AMENnMENT No. 5 HOST 
Thru Amend. No. 4 -!2&!Mm 
In-Kind Cash In-Kind mI&l. 

PRIVATE SECTOR 

ORIGINAL AMFNDMFNT No. 5 
Thru Amend. No. 4 
In-kind Cash In-Kind Cash 

TOTAL CONTRIBUTIONS 
ORIGINAL AMENDMFNT No. 5 

In-Kind Cash In-Kind Cash 

HOST 
COUNTRY 
TOTAL 

HOST 
COUNTRY 
TOTAL 

96,520 
59,875 
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ANNEX 2 

Proiect Grant Standard 

Provisions Annex 

Definitions: As used in this Annex, the "AgreementI1 refers to 
the Project Grant Agreement to which this Annex is attached and 
of which this Annex forms a part. Terms used in this Annex have 
the same meaning or reference as in the Agreement. 

Article A: Proiect Em~lementation Letters. 

To assist the Grantee in the implementation of the Project, 
USAID, from time to time, will issue Project Implementation 
Letters that will furnish additional information about matters 
stated in this Agreement. The Parties may also use jointly 
agreed-upon Project Implementation Letters to confirm and record 
their mutual understanding on aspects of the implementation of 
this Agreement. Project Implementation Letters will not be used 
to amend the text of the Agreement, but can be used to record 
revisions or exceptions which are permitted by the Agreement, 
including the revision of elements of the amplified description 
of the Project in Annex 1. 

Article B: General Covenants 

SECTION B.l Consultation. The Parties will cooperate to 
assure that the purpose of this Agreement will be accomplished. 
To this end, the Parties, at the request of either, will exchange 
views on the progress of the Project, the performance of 
obligations under this Agreement, the performance of any 
consultants, contractors or suppliers engaged on the Project, and 
other matters relating to the Project. 

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

(a) carry out the Project or cause it to be carried out 
with due diligence and efficiency, in conformity with sound 
technical, financial and management practices, and in conformity 
with those documents, plans, specifications, contracts, schedules 
or other arrangements, and with any modifications therein, 
approved by USAID 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 manner as to assure the continuing and successful 
achievement of the purposes of the Project. 



SECTION B.3 Utilization of Goods and Services. 

(a) Any resources financed under the Grant will, unless 
otherwise agreed in writing by USAID, be devoted to the Project 
until the completion or termination of the Project, and 
thereafter (as well as during any period of suspension of the 
Project) will be used so as to further the objectives sought in 
carrying out the Project. 

(b) .Goods or services financed under the Grant, except as 
USAID may otherwise agree in writing, will not be used to promote 
or assist a foreign aid project or activity associated with or 
financed by a country not included in Code 935 of the U S A I D  
Geographic Code Book as in effect at the time of such use. 

SECTION B.4 Taxation. 

(a) This Agreement and the Grant will be free from any 
taxation or fees imposed under laws in effect in the territory of 
the Grantee. 

(b) To the extent that: (1) any contractor, including any 
consulting firm, any personnel of such contractor financed under 
the Grant, and any property or transaction relating to such 
contracts; and (2) any commodity procurement transaction financed 
under the Grant, are not exempt from identifiable taxes, tariffs, 
duties or other levies imposed 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. 

SECTION B.5. ReDorts. Accountins Records. Audits, 
Inspections. 

(a) The Grantee shall furnish USAID such information and 
reports relating to the Project and to this Agreement as USAID 
may reasonably request. 

(b) The Grantee shall maintain accounting books, records, 
documents, and other evidence relating to the Project and to this 
Agreement, adequate to show, without limitation, all costs 
incurred under the Grant, the receipt and use of goods and 
services acquired under the Grant, the costs of the Project 
supplied from other sources, the nature and extent of 
solicitations of prospective suppliers of goods and services 
acquired, the basis of award of contracts and orders, and the 
overall progress of the Project toward completion ("Project books 
and records"). At the Grantee's option, with approval by USAID, 
Project books and records shall be maintained in accordance with 
one of the following'methods: (1) generally accepted accounting 
principles prevailing in the United States, (2) generally 



accepted accounting principles prevailing in the country of the 
Grantee, (3) accounting principles prescribed by the 
International Accounting Standards Committee (an affiliate of the 
International Federation of Accountants), or (4) such other 
accounting principles as the Parties may agree to in writing. 
Project books and records shall be maintained for at least three 
years-after the date of last disbursement by USAID 

(c) ~f $25,000 or more is disbursed directly to the Grantee 
in any one calendar year under the Grant, the Grantee, except as 
the Parties may otherwise agree in writing, shall have financial 
audits made of the funds disbursed to the Grantee under the Grant 
in accordance with the following terms: 

(1) The Grantee shall select an independent auditor in 
accordance with the llGuidelines for Financial Audits Contracted 
by Foreign Recipients" issued by the USAID Inspector General 
(ltGuidelinesll), and the audits shall be performed in accordance 
with the U guideline^^^. 

(2) An audit of the funds provided under the Grant 
shall be conducted for each fiscal year of the Grantee. The 
audit shall determine whether the receipt and expenditure of the 
funds provided under the Grant are presented in accordance with 
generally accepted accounting principles agreed to in section (b) 
above and whether the Grantee has complied with the terms of the 
Agreement. Each audit shall be completed no later than one year 
after the close of the Grantee's fiscal year. 

(d) The Grantee shall submit an audit report to USAID 
within 30 days after completion of each audit arranged for by the 
Grantee in accordance with this section. The USAID Inspector 
General will review each report to determine whether it complies 
with the audit requirements of this Agreement. subject to USAID 
approval, costs of audits performed in accordance with the terms 
of this section may be charged to the Grant. In cases of 
continued inability or unwillingness to have an audit performed 
in accordance with the terms of this section, USAID will consider 
appropriate sanctions which include suspension of all or a 
portion of disbursements until the audit is satisfactorily 
completed or USAID performs its own audit. 

(e) The Grantee shall submit to USAID, in form and 
substance satisfactory to USAID, a plan by which the Grantee will 
?nsure that funds made available to subrecipients that receive 
525,000 or more in any one calendar year under the Grant are 
audited in accordance with this Agreement. The plan should 
describe the methodology to be used by the Grantee to satisfy its 
audit responsibilities with respect to any subrecipient to which 
this section applies. Such audit responsibilities with respect 
to subrecipients may be satisfied by relying on independent 
audits of the subrecipients or on appropriate procedures 



performed by the internal audit or program staff of the Grantee, 
by expanding the scope of the independent financial audit of the 
Grantee to encompass testing of subrecipientst accounts, or by a 
combination of these procedures. The plan should identify the 
funds made available to subrecipients that will be covered by 
audits conducted in accordance with other audit provisions that 
would satisfy the Grantee's audit responsibilities (a nonprofit 
organization organized in the United States is required to 
arrange for its own audits; a for profit contractor organized in 
the united States that has a direct contract with USAID is 
audited By the cognizant U.S. Government Agency; a private 
voluntary organization organized outside the United States with a 
direct grant from USAID is required to arrange for its own 
audits; and a host country contractor should be audited by the 
cognizant the Grantee contracting agency). The Grantee shall 
ensure that appropriate corrective actions are taken on the 
recommendations contained in the subrecipientsf audit reports; 
consider whether subrecipientsf audits necessitate adjustment of 
its own records; and require each subrecipient to permit 
independent auditors to have access to records and financial 
statements as necessary. 

(f) USAID may, at its discretion, perform the audits 
required under this Agreement on behalf of the Grantee by 
utilizing funds under the Grant or other resources available to 
USAID for this purpose. The Grantee shall afford authorized 
representatives of USAID the opportunity at all reasonable times 
to audit or inspect the Project, the utilization of goods and 
services financed by U S A I D ,  and books, records and other 
documents relating to the Project and the Grant." 

SECTION B.G. Com~leteness of Information. The Grantee 
confirms : 

(a) that the facts and circumstances of which it has 
informed USAID, or caused USAID to be informed, in the course of 
reaching agreement with USAID on the Grant, are accurate and 
complete, and include all facts and circumstances that might 
materially affect the Project and the discharge of 
responsibilities under this Agreement; and 

(b) that it will inform USAID in timely fashion of any 
subsequent facts and circumstances that might materially affect, 
or that it is reasonable to believe might so affect, the Project 
or the discharge of responsibilities under this Agreement. 

SECTION B.7. Other Payments. The Grantee confirms that no 
payments have been or will be received by any official of the 
Grantee in connection with the procurement of goods or services 
financed under the Grant, except fees, taxes or similar payments 
legally established in the country of the Grantee. 



SECTION B.8. Information and Markinq. The Grantee will 
give appropriate publicity to the Grant and the Project as a 
program to which the United States has contributed, identify the 
Project site, and mark goods financed by USAID, as described in 
Project Implementation Letters. 

SECTION B . 9 .  Impact on J o b s  i n  the United S ta tes ,  

(a) NO funds or other support provided hereunder may be 
used in project or activity reasonably likely to involve the 
relocation or expansion outside of the United States of an 
enterprise located in the United States if non-U.S. production in 
such relocation or expansion replaces some or all of the 
production of, and reduces the number of employees at, said 
enterprise in the United States. 

(b) No funds or other support provided hereunder may be 
used in a project or activity the purpose of which is the 
establishment or development in Egypt of any export processing 
zone or designated area vhere the labor, environmental, tax, 
tariff, and safety laws of Eqypt ::-uld not apply, without the 
prior written approval of USAID. 

(c) No funds or other support provided hereunder may be 
used in an activity which contributes to the violation of 
internationally recognized rights of workers in Egypt, including 
in any designated zone or area in Egypt. 

Article C: Procurement Provisions. 

SECTION C. 1. Special Rules. 

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

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

(c) Any motor vehicles financed under the Grant will be or 
United States manufacture, except as USAID may otherwise agree ;n 
writing. 

(d) Transportation by air, financed under the Grant, of 
property or persons (and their personal effects) will be on 
carriers holding United States certification, to the extent 
service by such carriers is available. Details on this 
requirement will be described in a Project Implementation Letter. 



SECTION C.2 Eliaibilitv 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, except as the Parties may otherwise agree in writing. 

SECTION C.3 Plans, S~ecifications 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 USAID on preparation, 

(1) any plans, specifications, procurement or 
construction schedules, contracts, or other documentation 
relating to goods or services to be financed under the Grant, 
including documentation relating to the prequalification and 
selection of contractors and to the solicitation of bids and 
proposals. Material modifications in such documentation will 
likewise be furnished USAID on preparation; 

(2) such documentation will also be furnished to 
USAID, upon preparation, relating to any goods or services which, 
though not financed under the Grant, are deemed by USAID to be of 
major importance to the Project. Aspects of the Project 
involving matters under this subsection (a) (2) will be 
identified in Project Implementation Letters; 

(b) Documents related to the prequalification of 
contractors, and to the solicitation of bids or proposals for 
goods and services financed under'the Grant will be approved by 
USAID in writing prior to their issuance, and their terms will 
include United States standards and neasurements; 

(c) Contracts and contractors financed under the Grant for 
engineering and other professional services, for construction 
services, and for such other services, equipment or materials as 
may be specified in Project Implementation Letters, will be 
approved by USAID in writing prior to execution of the contract. 
Material modifications in such contracts will also be approved in 
writing by USAID prior to execution; and 

(d) Consulting firms used by the Grantee for the Project 
but not financed under the Grant, the scope of their services and 
such of their personnel assigned to the Project as USAID may 
specify, and construction contractors used by the Grantee for the 
Project but not financed under the Grant, shill be acceptable to 
USAID 

SECTION C.4 Reasonable Price. No more than reasonable 
prices will be paid for any goods or services financed, in whole 
or in part, under the Grant. Such items will be procured on a 
fair and, to the maximum extent practicable, on a competitive 
basis. 



SECTION C.5. Notification to Potential Su~pliers. To 
permit all United States firms to have the opportunity to 
participate in furnishing goods and services to be financed under 
the Grant, the Grantee will furnish USAID such information with 
regard thereto, and at such tines, as USAID may request in 
Project Implementation Letters. 

SECTION Shippinq. 

(a) . Goods which are to be transported to the territory of 
the Grantee may not be financed under the Grant if transported 
either: 

(1) on an ocean vessel or aircraft under the flag of a 
country which is not included in USAID Geographic Code 935 as in 
effect at the time of shipment; or 

(2) on an ocean vessel which USAID, by written notice 
to the Grantee has designated as ineligible; or 

(3) under an ocean or air charter which has not 
received prior USAID approval. 

(b) Costs of ocean or air transportation (of goods or 
persons) and related delivery services may not be financed under 
the Grant, if such goods or persons are carried: 

(1) on an ocean vessel under the flag of a country 
not, at the time of shipment, identified under the paragraph of 
the Agreement entitled "Procurement Source: Foreign Exchange 
Costs," without prior written USAID approval; or on a non-U.S. 
flag air carrier if a U.S. flag carrier is available (in 
accordance with criteria which may be contained in Project 
Implementation Letters) ~ithout prior written USAID approval; or 

(2) on an ocean vessel which USAID, by written notice 
to the Grantee, has designated as ineligible; or 

(3) under an ocean vessel or air charter which has not 
received prior USAID approval. 

(c) Unlass USAID deternines that privately-owned United 
States-flag .~mmercial ocean vessels are not available at fair 
and reasonable rates for such vessels, 

(1) at least fifty percent (50%) of the gross tonnage 
of all goods (computed separately for dry bulk carriers, dry 
cargo liners and tankers) financed by U S A I D  which may be 
transported on ocean vessels :iill 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 USAID and 
transported to the territory of the Grantee on dry cargo 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 from 
non-U.S. .ports, computed separately. 

SECTION Insurance. 

(a) Marine insurance on goods financed by USAID 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 available 
competitive rate, and 

(2) claims thereunder are payable in U.S. Dollars, or 
as USAID may agree in writing, in the currency in which such 
goods were financed or in any freely convertible currency. 

If the Grantee (or government of the Grantee), by statute, 
decree, rule, regulation or practice discriminates with respect 
to USAID-financed procurement against any marine insurance 
company authorized to do business in any State of the United 
States, then all goods shipped to the territory of the Grantee 
financed by USAID hereunder will be insured against marine risks 
and such insurance will be placed in the United States with a 
company or companies authorized to do a marine insurance business 
in a State of the United States. 

(b) Except as USAID may otherwise agree in writing, the 
Grantee will insure, or cause to be insured, goods financed under 
the Grant imported for the Project against risks incident to 
their transit to the point of their use in the Project; such 
insurance will be issued on terms and conditions consistent with 
sound commercial practice and will insure the full value of the 
goods. Any indemnification received by the Grantee under such 
insurance 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 repair of such goods. Any such 
replacements will be of source and origin of countries listed in 
USAID 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 provisions of the Agreement. 

SECTION C.8. U.S. Government-Owned Excess Pro~ertv. The 
Grantee agrees that wherever practicable United States 
Government-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 property 
for the Project. 

Article D: Sus~ension and Termination; Remedies. 

SECTION Suspension and Termination. 

(a) Either Party may terminate this Agreement in its 
entirety..by giving the other Party 30 days' written notice. 
USAID also may terrriinate this Agreement in part by giving the 
Grantee 30 days1 written notice, and suspend this Agreement in 
whole or in part upon giving the Grantee written notice. In 
addition, USAID may terminate this Agreement in whole or in part, 
upon giving the Grantee written notice, if (i) the Grantee fails 
to comply with any provision of this Agreement, (ii) an event 
occurs that USAID determines makes it improbable that the 
objectives of the Project or the assistance program will be 
attained or that the Grantee will be able to perform its 
obligations under this Agreement, or (iii) any disbursement by 
USAID would be in violation of the legislation governing USAID. 

(b) Except for payments xhich the Parties are committed to 
make pursuant to noncancellable commitments entered into with 
third parties prior to such suspension or termination, suspension 
or termination of this entire Agreement or part thereof will 
suspend (for the period of the suspension) or terminate, as 
applicable, any obligation of the parties to provide financial or 
other resources to the Project, or to the suspended or terminated 
portion of the Project, as applicable. Any portion of this 
Agreement which is not suspended or terminated shall remain in 
full force and effect. 

(c) In addition, upon such full or partial suspension or 
termination, USAID may, at USAID1s expense, direct that title to 
goods financed under the Grant, or under the applicable portion 
of the Grant, be transferred to USAID if the goods are from a 
source outside the Grantee's country, are in a deliverable state 
and have not been offloaded in ports of entry of the Grantee's 
country. 

SECTION D.2. Refunds 

(a) In the case of any disbursement which is not supported 
by valid documentation in accordance with this Agreement, or 
which is not made or used in accordance with this Agreement, or 
which was for goods or services not used in accordance with this 
Agreement, USAID, notwithstanding the availability or exercise of 
any other remedies under this Agreement, may require the Grantee 
to refund the amount of such disbursement in U.S. Dollars to 
USAID within sixty ( G O )  days after receipt of a request therefor. 



(b) If the failure of the Grantee to comply with any of its 
obligations under this Agreement has the result that goods or 
services financed under the Grant are not used effectively in 
accordance with this Agreement, USAID may require the Grantee to 
refund all or any part of the amount of the disbursements under 
this Agreement for such goods or services in U.S. Dollars to 
USAID within sixty (60) days after receipt of a request therefor. 

(c) The right under subsection (a) or (b) to require a 
refund of a disbursement will continue, notwithstanding any other 
provision of this Agreement, for three years from the date of the 
last disbursement under this Agreement. 

(d) (1) Any refund under subsection (a) or (b) ; or (2) any 
refund to USAID from a contractor, supplier, bank or other third 
party with respect to goods or services financed under the Grant, 
which refund relates to an unreasonable price for or erroneous 
invoicing of goods or services, or to goods that did not conform 
to specifications, or to services that were inadequate, will: (A) 
be made available first for the cost of goods and services 
required for the Project, to the extent justified; and (B) the 
remainder, if any, will be applied to reduce the amount of the 
Grant. 

(e) Any interest or other earnings on Grant funds disbursed 
by USAID to the Grantee under this Agreement prior to the 
authorized use of such funds for the Project will be returned to 
USAID in U.S. Dollars by the Grantee. 

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

SECTION D.4. Assisnment. The Grantee agrees, upon request, 
to execute an assignment to USAID of any cause of action which 
may accrue to the Grantee in connection with or arising out of 
the contractual performance or breach of performance by a party 
to a direct U.S. Dollar contract with USAID financed in whole or 
in part out of funds granted by USAID under this Agreement. 
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