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A.I.D. LOANNO. 497-V-055 
PROJECT NO. 497-0275 

PROJECT LOAN AGREEMENT
 

Dated: September 299, 1978 

Between THE REPUBLIC OF INDONESIA ("Borrower") 

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 under

taking by the Borrower of the Project described below, and with 

respect to the financing of the Project by the Parties.
 

Article 2: The Prolect
 

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

further described in Annex 1, will fund technical assistance
 

and training to implement comprehensive staff training plans for
 

two agencies of Borrower, the Department of Agriculture (DOA) 

and the Department of Education and Culture (DOE). 

Annex 1, 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 1 may be
 

changed by written agreement of the authorized representatives
 

of the Parties named in Section 9.2, without formal amendment of
 

this Agreement.
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Article 3: Financing
 

SECTION 3.1. The Loan. To assist the Borrower to meet
 

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

Foreign Assistance Act of 1961, as amended, agrees to lend the
 

Borrower under the terms of this Agreement not to exceed five
 

million United States ("U.S.") dollars ($5,000,000) ("Loan).
 

The aggregate amount of disbursements under the Loan is referred
 

to as "Principal." The Loan may be used to finance foreign
 

exchange costs, as defined in Section 7.1, and local currency
 

costs, as defined in Section 7.2, of goods and services required
 

for the Project.
 

SECTION 3.2. Borrower Resources for the Prolect
 

(a) The Borrower agrees to provide or cause to be provided
 

for the Project all funds, in addition to the Loan, and all other
 

resources required to carry out the Project effectively and in
 

a timely manner.
 

(b) The resources provided by Borrower for the Project
 

will be not less than the equivalent of U.S.$3,600,000 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 28, 1983, 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 Loan will have been per

formed and all goods financed under the Loan will have
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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 Loan 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 8.1 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 to the Borrower,
 

may at any time or times reduce the amount of the Loan by all
 

or any part thereof for which requests for disbursement,
 

accompanied by necessary supporting documentation prescribed
 

in Project Implementation Letters, were not received before the
 

expiration of said period.
 

Article 4: Loan Terms
 

SECTION 4.1. Interest. The Borrower will pay to A.I.D.
 

interest which will accrue at the rate of two percent (2%) per
 

annum for ten (10) years following the date of the first dis

bursement hereunder and at the rate of three percent (3%) per
 

annum thereafter on the outstanding balance of Principal and
 

on any due and unpaid interest. Interest on the outstanding
 

balance will accrue from the date (as defined in Section 8.5)
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of each respective disbursement, and will be payable semi-


The first payment of interest will be due and payable
annually. 


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

hereunder, on a date to be specified by A.I.D.
 

SECTION 4.2. Repayment. The Borrower will repay to A.I.D.
 

of the
tiLe Principal within thirty (30) years from the date 

first disbursement of the Loan in forty-one (41) approximately 

equal semi-annual installments of Principal and interest. The 

first instalLment of Principal will be payable nine and 
one

years after the date on which the first interesthalf (9k) 
4.1. A.I.D. willpayment is duie in accordance with Section 

provide the Borrower with an amortization schedule in 
accordance
 

with this Section after final disbursement under the Loan.
 

SECTION 4.3. Application, Currency, and Place of Payment.
 

All payments of interest and Principal hereunder will 
be made
 

in U.S. Dollars and will be applied first to the payment of
 

interest due and then to the repayment of Principal. Excpt
 

as A.I.D. may otherwise specify in writing, payments will be
 

made to the Controller, Office of Financial Management, 
Agency
 

for International Development, Washington, D. C. 20523, 
U.S.A.,
 

and will be deemed made when received by the Office of Financial
 

Management.
 

SECTION 4.4. Prepayment. Upon payment of all interest
 

and any refunds then due, the Borrower may prepay, without
 

penalty, all or any part of the Principal. Unless A.I.D.
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otherwise agrees in writing, any such prepayment will be applied
 
to the installments of Principal in the inverse order of their
 

maturity.
 

SECTION 4.5. Renegotiation of Terms.
 

(a) The Borrower and A.I.D. agree to negotiate, at such
 
time or times as either may request, an acceleration of the
 
repayment of the Loan in the event that there is any significant
 
and continuing improvement in the internal and external economic
 
and financial position and prospects of Indonesia, which enable
 
the Borrower to repay the Loan on a shorter schedule.
 

(b) Any request by either Party to the other to so negotiate
 
will be made pursuant to Section 9.2, and will give the name
 
and address of the person or persons who will represent the
 
requesting Party in such negotiations.
 

(c) Within thirty (30) days after delivery of a request
 
to negotiate, the requested Party will communicate to the other,
 
pursuant to Section 9.2, the name and address of the person or
 
persons who will represent the requested Party in such negotiations.
 

(d) The representatives of the Parties will meet to carry
 
on negotiations no later than thirty (30) days after delivery
 
of the requested Party's communication under sub-section (c).
 
The negotiations will take place at a location mutally agreed
 
upon by the representatives of the Parties, provided that, in
 
the absence of mutual agreement, the negotiations will take
 
place at the office of Borrower's Minister of Finance in
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Indonesia.
 

SECTION 4.6. Termination on Full Payment. Upon payment
 

in full of the Principal and any accrued interest, this Agree

ment and all obligations of the Borrower and A.I.D. under it
 

will cease.
 

Article 5: Conditions Precedent to Disbursement
 

SECTION 5.1. First Disbursement. Prior to the first dis

bursement under the Loan, or to the issuance by A I.D. of
 

docunientation pursuant to which disbursement will be made, the
 

Borr6wer will, except as the Parties may otherwise agree in
 

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

to A.I.D.:
 

(a) An opinion of the Minister of Justice that this Agree

ment has been duly authorized and/or ratified by, and executed
 

on behalf of the Borrower, and that it constitutes a valid and
 

legally binding obligation of the Borrower in accordance with
 

all of its terms;
 

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

acting in the office of the Borrower specified in Section 9.2
 

and of any additional representatives, together with a specimen
 

signature of each person specified in such statement;
 

(c) Evidence that the Project Steering Committee as
 

described in Annex I has been formally established and is
 

prepared to assist inguiiding and evaluating the Project; and
 

(d) A schedule for the evaluation program referred to in
 

Section 6.1.
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SECTION 5.2. Disbursement for Training. Prior to dis

bursement under the Loan, or to the issuance by A.I.D. of
 

documentation pursuant to which disbursement will be made for
 

any trahing within any agencies of the Borrower, the Borrower
 

will, except as the Parties may otherwise agree in writing,
 

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

(a) Evidence that DAO and DOE each have develbped discrete
 

training plans indicating the types and amounts of training to 

be included for such agency together with a justification as
 

to how the training will strengthen that Agency's institutional
 

capacity to contribute to the achievement of Indonesian develop

ment objectives.
 

(b) Evidence that satisfactory criteria have been
 

established to be used in selecting candidates for training
 

under the Loan.
 

(c) Evidence that a contract previously approved by A.I.D.
 

has been executed with a United States firm or organization to
 

provide the technical services required for the Project.
 

SECTION 5.3. Notification. When AI.D. has determined
 

that the Conditions Precedent specified in Sections 5.1 and 5.2
 

have been met, it will promptly notify the Borrower.
 

SECTION 5.4. Terminal Dates for Conlditions Precedent.
 

If all of the conditions specified in Section 5.1 have not
 

been met within 90 days from the date of this Agreement, or such
 

later date as A.I.D. may agree to in writing, A.I.D. at its
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option, may terminate this Agreement by written notice to
 

Borrower.
 

Article 6: Special Covenants
 

SECTION 6.1. Project Evaluation. The Parties agree to
 

establish an evaluation program as part of the iProject. Except
 

as 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 objectives of the Project; (b) identification
 

and evaluation of problem areas or constraints which may inhibit
 

such attainment; (c) assessment of how such information may be
 

used to help overcome such problems; and (d) evaluation, to the
 

degree feasible, of the overall development impact of the Project.
 

SECTION 6.2. Placement of Participants. The Borrower
 

covenants that each participant, upon satisfactory completion
 

of training, will be guaranteed an appropriate position com

mensurate with his educational achievement and prior experience
 

in the agency that nominates him for training.
 

Article 7: Procurment Source
 

SECTION 7.1. Foreign Exchange Costs. Disbursements
 

pursuant to Section 8.1 will be used exclusively to finance the
 

costs of goods and services required for the Project having
 

their source and origin in countries included in Code 941 of
 

the A.I.D. Geographic Code Book as in effect at the time orders
 

are placed or contracts entered into for such goods and services
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("Foreign Exchange Costs"), except as A.I.D. may otherwise agree
 

in writing, and except as provided in the Project Loan Standard
 

Provisions Annex, Section C.1 (b) with respect to marine insurance.
 

SECTION 7.2. Local Currency Costs. Disbursements pursuant
 

to Section 8.2 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 Indonesia ("Local Currency Costs").
 

Article 8. Disbursements
 

SECTION 8.1. Disbursement for Foreign Exchange Costs.
 

(a) After satisfaction of Conditions Precedent, the
 

Borrower may obtain disbursements of funds under the Loan for
 

the Foreign Exchange Costs of goods or services required for
 

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

such of the following methods as may be mutually agreed upon:
 

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

documentation as prescribed in Project Implementation Letters,
 

(A) requests for reimbursement for such goods or services, or
 

(B) requests for A.I.D. to procure commodities or services in
 

Borrower's behalf for the Projects or
 

(2) by requesting A.I.D. to issue Letters of Commitment
 

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

to A.I.D., committing A.I.D. to reimburse such bank or banks
 

for payments made by them to contractors or suppliers, under
 

Letter of Credit or otherwise, for such goods or services, or
 

/Y1
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(B)directly to one or more contractors or suppliers, committing
 

A.I.D. to pay such contractors or suppliers for such goods or
 

services.
 

(b) Banking charges incurred by Borrower in connection
 

with Letters of Commitment and Letters of Credit will be
 

financed under the Loan unless the Borrower instructs A.I.D. to
 

the contrary. Such other charges as the Parties may agree to
 

may also be financed under the Loan.
 

'
 SECTION 8.2. Disbursement for Local Currency Costs.
 

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 Agreement, by submitting to A.I.D., with necessary support

ing documentation as prescribed in Project Implementation Letters,
 

requests to finance such costs. These disbursements may be
 

made by A.I.D.:
 

(1) In U.S. dollars equivalent to the local currency
 

cost, or
 

(2) In local currency acquired by A.I.D. by purchase or
 

from local currency already owned by the U.S, Government.
 

SECTION 8.3. Other Forms of Disbursement. Disbursements
 

of the Loan may also be made through such other means as the
 

Parties may agree to in writing.
 

SECTION 8.4. Rate of Exchange. If funds provided under
 

the Loan are introduced into Indonesia by A.I.D. or any public
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or private agency for purposes of carrying out obligations of
 

A.I.D. hereunder, the Borrower will make such arrangements as
 

may be necessary so that such funds may be converted into
 

currency of Indonesia at the highest rate of exchange which,
 

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

SECTION 8.5. Date of Disbursement. Disbursement by A.I.D.
 

will be deemed to occur (a) on the date on which A.I.D. makes
 

a disbursement to the Borrower or its designee, or to a bank,
 

contractor or supplier pursuant to a Letter of Commitment,
 

contract, or purchase order; (b) on the date on which A.I.D.
 

disburses to the Borrower or its designee local currency acquired
 

in accordance with Section 8.2.
 

Article 9: Miscellaneous
 

SECTION 9.1. Communications. Any notice, request, document,
 

or other 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 address:
 

To the Borrower:
 

Mail Address: Departemen Luar Negeri 

Jalan Pejambon No. 6 

Jakarta Pusat, Indonesia 

Alternate address for 
telegram: DEPLU Jakarta 
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To A.I.D.: 

Mail Address: United States Agency for 
International Development 

American Embassy 

Jakarta, Indonesia 

Alternate address for 
telegram: 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. 

SECTION 9.2. Representatives. For all purposes relevant 

to this Agreement, the Borrower will be represented by the 

individual holding or acting in the office of Chairman or Vice 

Chairman, National Development Planning Agency ("BAPPENAS") and 

A.I.D. will be represented by the individual holding or acting
 

in the office of Director, United StatesA.I.D. Mission to 

Indonesia, each of whom, by written notice, may designate
 

additional representatives for all purposes other than exercis

ing the power under Section 2.1 to revise elements of the
 

amplified description in Annex 1. The names of the representa

tives of the Borrower, 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 Agreement, until receipt of written notice or
 

revocation ]of their authority.
 



__ 

s Pnnex AProJectLoan
'Standard provisioSECTION 9.3. 

to and formsattached(Annex 2)"is
Standard ProvisiOns Annex" 

part of this Agreement. 
PEthe United ,tate.

the Borrower and
IN WITNESS WHEREOF, 

each acting through its duly authorized ,representative." 
America, 

have caused this Agreement 
to be signed in their 

names and
 

written.first above 

delivered as of the day 

and year 


RE UBLIC OF INDONESIA
 

_
BY: _ 

M. Panggabean
 
Minister for Foreign Affairs,
 
ad interim 

UNITED STATES OF AMERICA
 

Edward E. Masters
 
Ambassador
 



ANNEX 1
 

AMPLIFIED DESCRIPTION OF THE PROJECT
 

The purpose of the Project is to provide the training
 

and technical assistance required to implement comprehensive
 

staff training plans for two principal government agencies,
 

so that they will be more effective in designing and executing
 

development programs to assist the rural poor. The agencies
 

to be strengthened through the upgrading of their training
 

capabilities are the Department of Agriculture (DOA) and the
 

Department of Education and Culture (DOE).
 

The Project will support long and short-term specialized
 

training in the United States and third countriesand in-country
 

specialized training and technical assistance in project
 

management, selection and placements of participants and in
 

the development of a substantial number of in-country training
 

programs. These various forms of training and assistance
 

will provide an integrated project responsive to the pressing
 

requirements of the two departments to rapdily strengthen their
 

in-service training capabilities and to produce sufficient
 

numbers of personnel adequately skilled in planning and
 

implementing programs and projects benefical to the people
 

of Indonesia.
 

Training will predominantly be concentrated on developing
 

the administration and project management areas, essentially
 

at the second and third echelon of leadership. An estimated
 

/f 
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92 particpants (194 person-years) of U.S. academic training at
 

a cost of approximately $2,522,000; short-term training in the
 

U.S. and third countries of another 62 participants (264 person

months) at a cost of approximately $551,700; and in-country
 

training of approximately 8,000 government workers,who will
 

attend short courses and on-the-job training at a cost of
 

approximately $1,179,000, including technical assistance to
 

the departments.
 

In addition to the instructional equipment, materials and
 

aids which will be provided by the GOI departments, the U.S.
 

will contribute some $284,000 to produce teaching materials
 

and provide teaching aids which are not available in Indonesia.
 

The project funds will be split approximately equally
 

between the two departments. The Department of Agriculture
 

will receive approximately 130 person-years (60 persons) of
 

academic training; 120 person-months (40 persons) of short

term training, and two and one-half person-years of services
 

of expert consultants. The Department will provide for such
 

project elements as local travel, salaries of Indonesian
 

counterparts and participants, in-country local training
 

costs, and instructional materials for an estimated contribu

tion of the equivalent of approximately $1,800,000.
 

The Department of Education will receive approximately
 

64 person-years (32 persons) of academic training, 144 person
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months (22 persons) of short-term training, and 11 person

years of services of expert training consultants. The De

partment will provide for such project elements as local
 

travel, salaries of Indonesian counterparts and participants,
 

in-country local training costs, and instructional materials
 

for an estimated contribution of the equivalent of approximately
 

$1,800,000.
 

The project will receive policy guidance and management
 

from the Minister of State of Administrative Reform (MENPAN)
 

and administrative support from the Secretariat of the Cabinet.
 

A representative from MENPAN will chair a Project Steering
 

Committee with members drawn from each of the government
 

agencies involved in the project. The USAID Project Manager
 

will be the principal U.S. advisor to this project sterring
 

committee.
 

Each of the two departments will establish a training
 

committee to implement its part of the project. There will
 

be a long-term advisor(s) as required for human resources
 

development. One of the advisors will be project coordinator
 

and will be responsible for coordinating the full run of technical
 

assistance activities, assuring the placement of participants
 

and procurement of commodities. The long-termi advisors will
 

be assisted by short-term training experts to assist with in

country training.
 

The total overall cost of the project is an estimated
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$8,600,000 of which $5,000,000 is the U.S. contribution and
 

$3,600,000 (equivalent) is the Government of Indonesia's
 

contribution. Changes of up to 40% in the indivdual line
 

itmes may be made without amending this agreement provided such
 

changes do not increase the total U.S. contribution or de

crease the total GOI contribution.
 

SUMMARY COST ESTIMATES 

Project 

Element AID GOI TOTAL 

Academic Training 
(194 years) $2,522,000 $2,522,00' 

Short-Term Training(264 months) $ 5519700 $ 551,700 

Expert Consultants 

(160 months) $ 950,000 - $ 950,000 

Local Travel $ 270,600 $ 270,600 

Salaries, Counterparts, 
and Participants $1,397,000 $1,397,000 

In-Country Training $1,170,000 $1,170,000 

Instructional Material 
Equipment and Facilities $ 283,800 $ 485,000 $ 768,800 

U.S. Office Support $ 150,000 - $ 150,000 
Indirect Costs/ $ 428,200 $ 55,000 $ 483,200 

Contingencies $ 114,300 $ 250,000 $ 364,300 

TOTALS $5,000,000 $3,627,600 $8,627,600 

(58%) (42%) (100%) 

1/ Includes International Travel
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ANNEX 2
 

Project Loan Standard ProVisions Annex
 

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

Project Loan 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.
 

To assist Borrower in
Article A: Project Implementation Letters. 

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


issue Project Implementation Letters that will furnish additional
 The parties
information about matters stated in this Agreement. 


may also use jointly agreed-upon Project Implementation 
Letters to
 

confirm and record their mutual understanding on aspects 
of the
 

Project Implementation Letters
implementation of this Agreement. 

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
 

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

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 obliga

tions under this Agreement, the performance of any 
consultants,
 

contractors, or suppliers engaged on the Project, 
and other mat

ters relating to the Project.
 

The Borrower will:
SECTION B.2. Execution of Project. 


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

out with due diligence and efficienty., in conformity 
with
 

*sound technical, financial, and management practices, 
and
 

in conformity with those documents, plans, specifications,
 
or other arrangements, and with any
contracts, schedules, 


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

Agreement; and
 

(b) provide qualified and experienced management 
for,
 

and train such staff as may be appropriate for the 
main

tenance and operation of the Project, and, as applicable
 
the Project to be operated
for continuing activities, cause 

to assure the continuing
and maintained in such manner as 


and successful achievement of the purposes of the 
Project.
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SECTION B.3. Utilization of Goods and Services.
 

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

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

Project until the completion of the Project, and 

thereafter
 
to further the objectives sought in
will be used so as 


carrying out the Project.
 

(b) Goods or services financed under the Loan, 
except
 

as A.I.D. may otherwise agree in writing, will not 
be used
 

to promote or assist a foreign aid project or activity
 

associated with or financed by a country not included 
in
 

Code 935 of the A.I.D. Geographic Code Book as 
in effect
 

at the time of such use.
 

SECTION B.4. Taxation.
 

(a) This Agreement 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 terri

tory of the Borrower.
 

(b) To the extent that (I) any contractor, including
 

any consulting firm, any personnel of such contractor 
fi

nanced under the Loan, and any property or transactions
 

relating to such contracts and (2) any commodity 
procurement
 

transaction financed under the Loan are not exempt 
from
 

identifiable taxes, tariffs, duties, or other 
levies imposed
 

under laws in effect in the territory of the Borrower, the
 

Borrower will, as and to the extqnt provided 
in and pursuant
 

to Project Implementation Letters, pay or reimburse 
the same
 

with funds other than those provided under the 
Loan.
 

SECTION B.5. Reports, Records, Inspections, Audit.
 

The Borrower will:
 

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

to the Project and to this Agreement as A.I.D. 
may reasonably
 

request;
 

(b) maintain or cause to be maintained, in accordance
 

with generally accepted accounting principles 
and practices
 

consistently applied, books and records relating 
to the Pro

ject and to this Agreement, adequate to show, 
without limi

tation, the receipt and use of goods and services 
acquired
 

Such books and records will be audited
under the Loan. 

regularly, in accordance with generally accepted 

auditing
 

standards, and maintained for three years after 
the date of
 

A3
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SECTION B.5.(b)
 

last disbursement by A.I.D.; such books and records will also
 
show the nature and extent of solicitations
be adequate to 


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; and
 

(c) afford authorized representatives of a Party the
 
opportunity at all reasonable times to inspect the Project,
 
the utilization of goods and services financed by such
 
Party, and books, records, and other documents relating to
 
the Project and the Loan.
 

Completeness of Information. The Borrower
SECTION B.6. 

confirms:
 

(a) that the facts and circumstances of which it has
 
or caused A.I.D. to be informed, in the
informed A.I.D., 


course of reaching agreement with A.I.D. on the Loan, are
 
accurate and complete, and include all facts and circum
stances that might materially affect the Project and the
 
discharge of responsibilities under this Agreement;
 

(b) that it will inform A.I.D. 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. Borrower affirms that no pay
ments have been or will be received by any official of the Borrower
 
in connection with the procurement of goods or services financed
 
under the Loan except fees, taxes, or similar payments legally
 
established in the country of the Borrower.
 

SECTION B.8. Information and Marking. The Borrower will
 
a progive appropriate publicity to the Loan and the Project as 


gram to which the United States has contributed, identify the
 
Project site, and mark goods financed by A.I.D., as doscribed in
 
Project Implementation Letters.
 

Article C: Procurement Provisions
 

SECTION C.I. 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.
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SECTION C.1. 

(b) Premiums for marine insurance placed in the territory
 

of the Borrower will be deemed an eligible Foreign 
Exchange
 

Cost, if otherwise eligible under Section C.7(a)
 

(c) Any motor vehicles financed under the Loan 
will be
 

of United States manufacture, except as A.I.D. 
may other

wise agree in writing.
 

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

financed under the Loan which are procured pursuant 

to orders or
 

contracts firmly placed or entered into prior 
to the date of this
 

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


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


for there to be mutual agreement on the following 
matters, and
 

except as the.Parties may otherwise agree in writing:
 

(a) The Borrower will furnish to A.I.D. upon 
preparation:
 

(1) any plans, specifications, procurement of 
con

struction schedules, contracts, or other documentation
 

relating to goods or services to be financed 
under the
 

Loan, including documentation relating Lu 
the prequali

fication and selection of contractors and 
to the solici-


Material modifications in
 tation of bids and proposals. 

such documentation will likewise be furnished 

A.I.D. on
 

preparation;
 

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

upon preparation, relating to any goods 
or services which,
 

though not financed under the Loan, are deemed 
by A.I.D.
 

Aspects of the
 
to be of major importance to the Project. 


Project involving matters under this subsection 
(a) (2)
 

will be identified in Project Implementation 
Letters;
 

(b) Documents related to the prequalification 
of con

tractors,,and to the solicitation of bids 
or proposals for
 

goods and services financed under the Loan 
will be approved
 

by A.I.D. in writing prior to their issuance, 
and their terms
 

will include United States standards and 
measurements;
 

(c) Contracts and contractors financed 
under the Loan 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 A.I.D. in writing prior to execution 
of the con-


Material modifications in such contracts 
will also be
 

tract. 

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

execution; and
 



SECTION C.3.
 

(d) Consulting firms used by the Borrower for the Project
 

but not financed under the Loan, the scope of their services
 

and such of their personnel assigned to the Project as A.I.D.
 

may specify, and construction contractors used by the Bor

rower for the Project but not financed under the Loan shall
 

be acceptable to A.I.D.
 

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

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

Such items will be procured on a fair
 or in part, under the Loan. 

and, to the maximum extent practicable, on a competitive basis.
 

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


all United States firms to have the opportunity to participate in
 

furnishing goods and services to be financed under the Loan, the
 

Borrower will furnish A.I.D. such information with regard thereto,
 

and at such times, as A.I.D. may request in Project Implementation
 

Letter.
 

SECTION C.6. Shipping.
 

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

of the Borrower may not be financed under the Loan if
 

transported either:
 

(1) on an ocean vessel or aircraft under the flag
 

of a country which is not included in A.I.D. Geographic
 

Code 935 as in effect at the time of shipment; or
 

(2) on an ocean vessel which A.I.D., by written
 

notice to the Borrower has designated as ineligible; or
 

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

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

persons) and related delivery services may not be financed
 
under the Loan, if such goods or persons are carried:
 

on an ocean vessel under the flag of a country not
(1) 

at the time of shipment, identified under the paragraph
 

of the Agreement entitled "Procurement Source: Foreign
 

Exchange Costs," without prior written A.I.D. approval;or
 

(2) on an ocean vessel which A.I.D., by written no

tice to the Borrower, has designated as ineligible; or
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SECTION C.6.
 

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

not received prior A.I.D. approval.
 

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

States-flag commercial ocean vessels are 
not available at
 

for such vessels,
fair and reasonable rates 


(1) at least fifty percent (50%) of the gross ton

nage of all goods (computed separately 
for dry bulk
 

carriers, dry cargo liners and tankers) 
financed by
 

A.I.D. which may be transported on ocean 
vessels will
 

be transported on privately owned United 
States-flag
 

commercial vessels, and
 

at least fifty percent (50%) of the gross
(2) 
revenue generated by all shipments financed 

by

freight 

A.I.D. and transported to the territory 

of the Borrower
 

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 any cargo
 

transported from U.S. ports and also 
any cargo trans

ported from non-U.S. ports, computed 
separately.
 

Insurance.
SECTION C.7. 


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

are to be transported to the territory 
of the Borrower may
 

a Foreign Eichange Cost under this Agreement
be financed as 

provided,
 

(1) such insurance is placed at the 
lowest available
 

competitive rate, and
 

(2) claims thereunder are payable in 
the currency
 

in which such goods were financed or 
in any freely con-


If the Borrower (or government of
 
vertible currency. 

Borrower), 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 
of the United
 

States, then all goods shipped to 
the territory of the
 

Borrower financed by A.I.D. hereunder 
will be insured
 

against marine risks and such insurance 
will be placed
 

in the United States with a company 
or companies
 

authorized to do a marine insurance 
business in a State
 

of the United States.
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SECTION C.7.
 

(b) Except as A.I.D. may otherwise agree in writing, the
 
Borrower will insure, or cause to be insured, goods financed
 
under the Loan imported for the Project against risks inci
dent to their transit to the point of their use in the Pro
ject; 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 Borrower under such insurance will be used to replace
 
or repair any material damage or any loss of the goods in
sured or will be used to reimburse the Borrower for the
 
replacement or repair of such goods. Any such replacement
 
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 provisions of the Agreement.
 

SECTION.C.8. U.S. Government-Owned Excess Property. The
 
Borrower agrees that wherever practicable United States Government
owned excess personal property, in lieu of new items financed under
 
the Loan, should be utilized. Funds under the Loan may be used
 
to finance the costs of obtaining such property for the Project,
 

Article D: Termination; Remedies.
 

SECTION D.l. Cancellation by Borrower. The Borrower may,
 
by giving A.I.D. 30 days written notice, cancel any part of the
 
Loan which has not been disbursed or committed for disbursement
 
to third parties.
 

SECTION D.2. Events of Default; Acceleration. It will be
 
an "Event of Default" if Borrower shall have failed:
 

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

(b) to comply with any other 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 A.I.D. or any of its predecessor agencies.
 
If an Event of Default shal have occurred, then A.I.D. may
 
give the Borrower notice that all or any part of the unrepaid
 
Principal will be due and payable sixty (60) days thereafter,
 
and, unless such Event of Default is cured within that time:
 

(1) such unrepaid Principal and accrued interest
 
hereunder will be due and payable immediately, and
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SECTION'D.2.
 

(2) the amount of any further disbursements made
 
pursuant to thenoutstanding commitments to third
 
parties or otherwise will become 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 A.I.D. determines to be an
 

extraordinary situation that makes it improbable either
 

that the purpose of the Loanwill be attained or that 
the
 

Borrower will be able to perform its obligations under
 

this Agreement; or
 

(c) Any disbursement by A.I.D. would be in violation
 
or
of the legislation governing A.I.D.; 


(d) The Borrower shall have failed to pay when due any
 

interest, installment of principal or other payment 
required
 

under any other loan, guaranty, or other agreement between
 

the Borrower or any of its agencies and the Government of
 

the United States or any of its agencies;
 

Then A.I.D. may:
 

(1) suspend or cancel outstanding commitment docu

ments to the extent they have not been utilized through
 

irrevocable commitments to third parties or otherwise,
 

giving prompt notice thereof to the Borrower;
 

issue additional commitment documents
(2) decline to 

or to make disbursements other than under existing ones;
 

and
 

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

financed under the Loan be transferred to A.I.D. 
if the
 

are

goods are from a source outside Borrower's country, 


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.
 

If, within sixty (60)

SECTION D.4. Cancellation by A.I.D. 


days from the date of any suspension of-disbursements 
pursuant to
 

thereof have not been corrected,
Section D.3, the cause or causes 

A.I.D. may cancel any part of the Loan that is not then disbursed
 

third parties.
or irrevocably committed to 
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Not-
Continued Effectiveness of Agreement.
SECTION D.5. 

withstanding any cancellation, suspension of disbursements, 

or
 

acceleration of repayment, the provisions of this 
Agreement will
 

continue in effect until the payment in full of 
all Principal.
 

and accrued interest hereunder.
 

-SECTION D.6. Refunds
 

(a) In the case of any disbursement which is 
not sup

ported by valid documentation in accordance with 
this
 

Agreement, or which is not made or used in accordance 
with
 

this Agreement, or which was for goods or 
services not used
 

in accordance with this Agreement, A.I.D., notwithstanding
 

the availability or exercise of any other remedies 
provided
 

for under this Agreement, may require the 
Borrower to refund
 

the amount of such disbursement in United 
States Dollars to
 

A.I.D. within sixty (60) days after receipt of a request
 

The right to require such a refund of a disbursetherefor. 

ment will continue, notwithstanding any other 

provision of
 

(3) years from the date of the
 this Agreement, for three 

last disbursement under this Agreement.
 

(b)
 

(1) any refund under the preceding subsection, 
or
 

(2) any refund to A.I.D. from a contractor, 
supplier,
 

bank, or other third party with respect 
to goods or
 

services financed under the Loan, which 
refund relates
 

to an unreasonable price for or error.eous 
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 the
 

installments of Principal in the inverse 
order of their
 

maturity and the amount of the Loan reduced 
by the
 

amount of such remainder.
 

No delay in exercising
Nonwaiver of Remedies.
SECTION D.7. 

any right or remedy accruing to a Party 

in connection with its
 
a waiver of
 

financing under this Agreement will be 
construed as 


such right or remedy.
 


