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A.I.D. PROJECT No. 388-0025

PROJECT GRANT AGREEMENT dated August 31, 1977, between the PEOPLE’s
REPUBLIC OF BANGLADESH (‘‘Grantee’’) and the UNITED STATES OF AMERICA, acting
through the AGENCY FOR INTERNATIONAL DEVELOPMENT (‘‘A.L.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
herein, 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 1, will provide the opportunity to Bangladeshi credit institutions to experiment
with various systems for extending credit to small farmers, including tenants and
sharecroppers, and other poor rural producers, and for recovering the resources lent, on

! Came into force on 31 August 1977 by signature.
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time and with interest. The principal objective of the Project is to identify at least one
credit model which is successful at both extending credit to, and recovering it from, the
target group. Corollary objectives are that the successful credit system identified be self-
financing and capable of attracting capital for expanded lending through rural savings
programs. The Bangladesh Bank will be the principal implementing agency for the
Grantee.

Annex 1 attached amplifies the definition of the Project contained in this Section
2.1. Within the limits of the definition of the Project in this Section 2.1, elements of the
amplified description in Annex 1 may be changed by written agreement of the authorized
representatives of the parties named in Section 8.3 without formal amendment of this
Agreement.

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 the Grantee under the terms of this Agreement not to exceed seven million United
States (U.S.) dollars ($7,000,000) (‘‘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
equivalent of four hundred and forty thousand U.S. dollars ($440,000) including costs
borne on an ‘‘in-kind’’ basis.

Section 3.3. PROJECT ASSISTANCE COMPLETION DATE. (@) The ‘‘Project Assist-
ance Completion Date’’ (‘‘PACD’’), which is 36 months from the date of this Agreement,
or such other date as the Parties may agree to in writing, is the date by which the Parties
estimate that all goods and services financed under the Grant will have been furnished
for the Project as contemplated in this Agreement.

(b) Except as A.I.LD. may otherwise agree in writing, A.I.D. will not issue or
approve documentation which would authorize disbursement of the Grant for services
performed or for goods furnished for the Project, as contemplated in this Agreement,
subsequent to the PACD.

(¢) Requests for disbursement, accompanied by necessary supporting documen-
tation prescribed in Project Implementation Letters, are to be received by A.I.D., or any
bank described in Section 7.1 no later than twelve months following the PACD, or such
other period as A.I.D. agrees to in writing. After such period, A.I.D., by giving notice
in writing to 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

Section4.l. FIRST DISBURSEMENT. Prior to the first disbursement under the Grant,
or to the issuance by A.I.D. of documentation pursuant to which disbursement will be
made, the Grantee will, except as the Parties may otherwise agree in writing, furnish to
A.LD. in form and substance satisfactory to A.I.D.:

(a) An opinion of counsel acceptable to A.LD. that this Agreement has been duly
authorized and/or ratified by and executed on behalf of the Grantee and that 1t
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constitutes a valid and legally binding obligation of the Grantee in accordance with
all of its terms;

(b) A statement of the names of the persons holding or acting in the offices of the
Grantee specified in Section 8.3 and a specimen signature of each person specified
in such statement;

(¢) Directives waiving regulations governing security requirements and interest rates
for loans and deposits to permit experimentation as described in Annex 1;

(d) A copy of an executed contract or contracts with a firm or firms to perform consultant
services for the Project.

Section 4.2. DISBURSEMENT FOR CREDIT MODEL. Prior to disbursement under the
Grant, or the issuance of documentation pursuant to which disbursement will be made,
to finance each of the credit models, the Grantee will, except as the Parties may otherwise
agree in writing, furnish to A.I.D. in form and substance satisfactory to A.I.D. descrip-
tions of the internal controls and banking arrangements between the Bangladesh Bank
and the participating banks for each experimental credit model to be tested. After approval
by A.L.D. and the Consultants, disbursement may be made for the model so approved.

Section 4.3. NOTIFICATION. When A.LLD. has determined that the conditions
precedent specified in Sections 4.1 and 4.2 have been met, it will promptly notify the
Grantee.

Section 4.4. TERMINAL DATES FOR CONDITIONS PRECEDENT. (a) If all of the
conditions specified in Section 4.1 have not been met within one hundred twenty (120)
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 option, may terminate this Agreement by written notice to the
Grantee.

(b) If the condition specified in Section 4.2 for the first credit model has not been
met within six months from the date of this Agreement, or such later date as A.I.D. may
agree to in writing, A.I.D. at its option, may cancel the then undisbursed balance of the
Grant, to the extent not irrevocably committed to third parties, and may terminate this
Agreement by written notice to the Grantee.

Article 5. SPECIAL COVENANTS

Section 5.1. PROJECT EVALUATION. (a) The Parties agree to establish an eval-
uation program as an integral part of the Project. 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 (i) evaluation of progress toward attainment of the objectives
of the Project further described in 5.1 (b) below; (ii) identification and evaluation of
problem areas or constraints which may inhibit such attainment; and (iii) assessment of
how such information may be used to help overcome such problems, in this or other
projects.

(b) The objective of this experimental project is to find at least one credit model
which is successful (i) in extending credit to the target group when and in the quantities
needed; (ii) in recovering the resources lent on time and with interest; (iii) in covering
all operating costs through charges levied on the target group borrowers; and (iv) in
raising capital through local savings programs for expanded target group lending. Each
model will be evaluated in each of these four areas. Evaluations will be conducted at
least quarterly throughout the project life. This will permit modifications to be made to
poorly performing models while the project is underway, patterned after the design of
successful models.

Article 6. PROCUREMENT SOURCES

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
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having their source and origin in countries defined 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 or services (‘‘Foreign Exchange Costs’’), except as A.I.D. may otherwise agree
in writing, and except as provided in Section C.1(b) of Annex 2 hereto with respect to
marine insurance.

Section 6.2. LocaL CURRENCY cosTS. Except as A.I.D. may otherwise agree in
writing, disbursements pursuant to Section 7.2 will be used exclusively to finance the
costs of goods and services for the Project having their source and origin in Bangladesh
(**Local Currency Costs’”).

Article 7. DISBURSEMENT

Section 7.1. DISBURSEMENT FOR FOREIGN EXCHANGE COSTS. (a) After satisfac-
tion 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
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.1.D. to procure commodities or services in the Grantee’s
behalf for the Project; or

(2) By requesting A.L.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, through
Letters of Credit or otherwise, for such goods or services.

(b) Banking charges incurred by the Grantee in connection with Letters of Com-
mitment and Letters of Credit will be financed under the Grant unless the Grantee instructs
A.L.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 COSTS. (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 pre-
scribed in Project Implementation Letters, request to finance such costs.

() The local currency needed for such disbursement may be obtained through
purchase of local currency by A.I.D. The U.S. dollar equivalent of the local currency
made available hereunder will be the amount of U.S. dollars required by A.L.D. to obtain
the local currency.

Section 7.3. OTHER FORMS OF DISBURSEMENT. Disbursements of the Grant may
also be made through such other means as the Parties may agree to in writing.

Section 7.4. RATE OF EXCHANGE. Except as may be more specifically provided
under Section 7.2, if funds provided under the Grant are introduced into Bangladesh by
A.LD. 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 the currency of Bangladesh at the official rate of exchange
in Bangladesh at the time the conversion is made,.

Article 8. MISCELLANEOUS

Section 8.1. INVESTMENT GUARANTY PROJECT APPROVAL. The Grantee agrees
that the contracts to be financed under this Agreement may be insured by the Overseas
Private Investment Corporation, an agency of the United States of America.
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Section 8.2. COMMUNICATIONS. Any notice, request, document or other com-
munication 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:
Secretary, External Resources Division
Ministry of Planning
Sher-e-Bangla Nagar
Dacca, Bangladesh

Alternate address for cables:
BAHISAMPAD, DACCA, BANGLADESH

To A.1.D.:

Mail address:
U.S.A.1.D. Mission/Bangladesh
American Embassy
G.P.O. Box # 323, Ramna
Dacca-2, Bangladesh

Alternate address for cables:
USAID, DACCA, BANGLADESH

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 notices.

Section 8.3. REPRESENTATIVES, For all purposes relevant to this Agreement, the
Grantee will be represented by the individual holding or acting in the office of Secretary
or Joint Secretary, External Resources Division, Ministry of Planning, and A.I.D. will
be represented by the individual holding or acting in the office of Director, U.S.A.I.D.
Mission/Bangladesh, each of whom by written notice may designate additional repre-
sentatives for all purposes other than exercising the power under Section 2.1 to revise
elements of the amplified description in Annex 1. 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
Agreement, until receipt of written notice of revocation of their authority.

Section 8.4. STANDARD PROVISIONS ANNEX. A ‘‘Project Grant Standard Provi-
sions Annex’’ (Annex 2) is attached to and forms part of this Agreement.

IN WITNESS WHEREOF, the Grantee and the United States of America, 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.

The People’s Republic of Bangladesh: The United States of America
By: [Signed — Signé}! By: [Signed — Signé]?
Title: Secretary, External Resources Title: Ambassador
Division
By: By: [Signed — Signé]?
Title: Title: Director, USAID
Date: Aug. 31, 1977 Date: Aug. 31, 1977

! Signed by A. Muhith — Signé par A. Muhith.
2 Signed by Edward E. Masters — Signé par Edward E. Masters.
3 Signed by J. S. Toner — Signé par J. S. Toner.
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ANNEX 1

PROJECT DESCRIPTION

A large portion of credit demand in rural Bangladesh is not reached by the existing institutions
under current terms of credit. Consequently, productive potential, in terms of general rural economic
growth as well as of foodgrain self sufficiency, is not fully achieved. The prospective borrowers
embodying this demand are excluded systematically because of the high costs and high risks
associated by credit institutions with doing business with them.

This unexploited market constitutes the target group of this Project. By definition, any pro-
spective borrower unable to get a loan for a legitimate productive purpose is included. As a general
rule such borrowers own little or no land, have irregular and meager sources of income, are poor.

The target group for this Project is defined as rural dwellers over age 18 (the legal age for
signing contracts), male or female, earning less than Tk 3,000 per year from all sources (farming,
day laboring, rickshaw driving, fishing, retail marketing, rice processing, handicrafts, etc.), having
a net worth (excluding the value of cultivable land) of less than Tk 5,000 and cultivating six bighas
of land (two acres) or less, irrespective of whether such land is owned, rented or sharecropped.
This definition may be further refined during the course of Project implementation.

From agricultural, social and economic standpoints the definition may be less than ideal.
However, the definition is simple and practical from the standpoint of Project implementation and
evaluation. The purpose of the definition is not to exclude any needy borrowers, but to enable
measurement of the Project’s achievements in reaching the poor. The Project will provide the
opportunity to Bangladesh credit institutions to experiment with various systems for extending
credit to the target group, and for recovering the resources lent, on time and with interest. The
principal objective of the Project will be to identify at least one credit model which is successful
at both extending credit to, and recovering it from, the target group. Corollary objectives will be
that the successful credit system identified be self-financing and capable of attracting capital for
expanding lending through rural savings programs.

The experiments, under the direction of the Bangladesh Bank, may be undertaken by the
Bangladesh Krishi Bank, the six commercial banks, the Jatiya Samabaya (cooperative) Bank and
the Integrated Rural Development Program; other participants may be designated as well. Some
of the models will entail continuous technical supervision of the borrowers’ activities; others will
emphasize local initiative and borrower groups; still others will offer credit in kind, in the form of
complete agricultural inputs packages (including seed, fertilizer and pesticides in proper quantities
for very small parcels of land). Variations in interest rates between 12 and 36 percent per annum
will be tested.

The Bangladesh Bank and Government will lift the standard banking regulations govemning
interest rates and loan security in order to permit broad experimentation in these critical areas, It
should be emphasized that wholesale changes affecting the entire credit sector are not contemplated
under the Project. Presently serviced credit markets would continue to be serviced while significantly
different procedures, structures and credit terms would be introduced to address the new market.

Because the Project is a high-risk experiment verified losses incurred through defaults or
operations shall, with the agreement of the Grantee and AID, be reimbursed by AID. The removal
of financial risk in this manner enables all participating credit institutions to experiment to find a
workable way to reach the target group. Furthermore, in order to reinforce the two principal
objectives of a successful rural credit system, i.e., both extending credit to the target group and
then recovering it, AID funds for financing lending capital will be provided to participating credit
institutions as follows:

— For each loan extended to a target group borrower, a sum equivalent to one-third the value
of the loan will be released to the lender on a grant basis;

—-  For each such loan fully repaid by the borrower to the lender, an additional one-third will be
released to the lender on a grant basis; partial repayments by borrowers will be financed by
A.LD. on a pro rata basis.

Vol. 1123, I-17490



172 United Nations — Treaty Series ® Nations Unies — Recueil des Traités 1979

As provided in Implementation Letters, funds for this purpose will be advanced by AID to
the Bangladesh Bank, and a Project account established. The Bangladesh Bank, which is the central
banking institution in Bangladesh and the principal implementing agency of this Project, will transfer
funds as outlined above to the credit institutions engaged in making and recovering Project loans.

It is expected that by the expiry of the Project at least one participating credit institution will
have found a workable way to extend credit to and recover it from the target group.

The total Project will cost $7.44 million, of which $7.00 million will be provided by AID on
a grant basis. The Project grant funds will provide for the cost of credit, consultant services,
training, commodities and equipment. Bangladesh Government funds will provide for salaries,
local transport, a portion of training costs and a portion of the operating costs of the participating
credit institutions. Project inputs will be financed as follows:

(US § 000)
A.LD. Grantee Totul
FE LC Toal FE LC Towal FE c Total
1. Funds for credit and losses .......... — 4,000 4,000 — — — — 4,000 4,000
2. Consultants ..............ccoovunenn 1,940 490 2430 — — — 1,940 490 2,430
3. Commodities and equipment ......... 50 — 50 — 20 20 50 20 70
4, Training .........ccoviiiivinnnnnn. 20 400 420 — 20 20 20 420 440
5. Establishment ..................... — — — — 400 400 — 400 400
6. Contingency ...................... 100 —_ 100 _ = 100 —_— 100
2,110 4,890 7,000 — 440 440 2,110 5,330 7,440

The parties agree that the figures shown in this financial plan may be modified as project planning
is finalized.

ANNEX 2

PROJECT GRANT STANDARD PROVISIONS ANNEX

Definitions. As used in this Annex, the ‘‘Agreement’’ 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. PROJECT IMPLEMENTATION LETTERS

To assist Grantee in the implementation of the Project, A.I.D., 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 revisions of
elements of the amplified description of the Project in Annex 1.

Article B. GENERAL COVENANTS

Section B.1. 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 Agrcement, the
performance of any consultants, contractors or suppliers engaged on the Project, and other matters
relating to the Project.

Section B.2. EXECUTION OF PrROJECT. 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
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those documents, plans, specifications, contracts, schedules or other arrangements, and with
any 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 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 purpose 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 A.I.D., be devoted to the Project until the
completion of the Project, and thereafter 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 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.1.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 and 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, Grantee will pay or reimburse the same with funds other than those provided under the
Grant.

Section B.5. REPORTS, RECORDS, INSPECTIONS, AUDIT. The Grantee will:

(a) Fumnish A.L.D. such information and reports relating to the Project and to this Agreement as
A.1.D. may reasonably request;

(b) Maintain or cause to be maintained, in accordance with generally accepted accounting prin-
ciples 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 goods and services
acquired under the Grant; such books and records will be audited regularly in accordance
with generally accepted auditing standards, and maintained for five (5) years after the date
of last disbursement by A.1.D.; such books and records will also be adequate to show the
nature and extent of solicitations of respective suppliers of goods and services acquired, the
basis of award of contracts and orders, and the overall progress of the Project toward com-
pletion; and

(¢) Afford authorized representatives of A.I.D. the opportunity at all reasonable times to inspect
the Project, the utilization of goods and services financed by the Grant, and books, records
and other documents relating to the Project and the Grant.

Section B.6. COMPLETENESS OF INFORMATION. The Grantee confirms:

(@) That the facts and circumstances of which it has informed A.I.D., or caused A.I.D. to be
informed, in the course of reaching agreement with A.I.D. 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 A.L.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. Grantee affirms 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.
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Section B.8. INFORMATION AND MARKING. The Grantee will give appropriate publicity to
the Grant and the Project as a program to which the United States has contributed, and mark goods
financed by A.1.D., as described in Project Implementation Letters.

Article C. PROCUREMENT PROVISION

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 deecmed an
eligible foreign exchange cost, if otherwise eligible under Section C.7(a).

(¢) Any motor vehicles financed under the Grant will be of United States manufacture, except
as A.ILD. may otherwise agree in 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. ELIGIBILITY 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, 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.I.D. upon preparation,

(1) Any plans, specifications, procurement or construction schedules, contracts, or other docu-
ments relating to goods or services to be financed under the Grant, including documentation
relating to the pre-qualification and selection of contractors and to the solicitation of bids and
proposals; material modifications in such documentation will likewise be furnished A.1.D. on
preparation; and

(2) Such documentation relating to any goods or services which, though not financed under the
Grant, are deemed by A.I.D. to be of major importance to the Project; aspects of the Project
involving matters under this subsection (@) (2) will be identified in Project Implementation
Letters.

(b) Documents related to the pre-qualification of contractors and to the solicitation of bids
or proposals for goods and services financed under the Grant will be approved by A.L.D. in writing
prior to their issuance, and their terms will include United States standards and measurements.

(¢) 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 A.I.D. in writing prior to execution
of any such contracts; material modification in such contracts will also be approved in writing by
A.LD. prior to execution.

(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 A.I.D. may specify,
and construction contractors used by the Grantee for the Project but not financed under the Grant,
shall be acceptable to A.I.D.

Section C.4. REASONABLE PRICE. Any goods and services financed, in whole or in part,
under the Grant will be procured on a fair and, to the maximum extent practicable, on a competitive
basis.

Section C.5. NOTIFICATION TO POTENTIAL SUPPLIERS. 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 A.I.D. such information with regard thereto, and at such times, as A.I.D.
may request in Project Implementation Letters.
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Section C.6. SHIPPING. (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 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 Grantee,
has designated ineligible; or (3) under an ocean or air charter which has not received prior A.I.D.
approval.

(b) Cost 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 Section 6.1. of this
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 notice to the Grantee has designated
as ineligible; or (3) under an ocean vessel or air charter which has not received prior A.I.D.
approval.

(¢) Unless A.LD. determines that privately owned United States—flag commercial 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 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.1.D. 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 both with respect to any cargo transported from U.S. ports and any cargo
transported from non-U.S. ports, computed separately.

Section C.7. INSURANCE. (@) Marine insurance on goods financed by A.1.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 available 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 by statute, decree, rule, regulation, or practice discrim-
inates with respect to A.I.D.-financed procurement against any marine insurance company autho-
rized to do business in any State of the United States, then all goods shipped to the territory of
the 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 company or companies authorized to do a marine insurance
business in a State of the United States.

(b) Except as A.I.LD. 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 indem-
nification 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. Except as the Parties may agree in writing any such replacements will be
of source and origin of countries listed in A.I.D. Geographic Code 941 as in effect at the time of
replacement and will be otherwise subject to the provisions of the Agreement.

Section C.8. U.S. GOVERNMENT-OWNED EXCESS PROPERTY. The Grantee agrees that wher-
ever 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. TERMINATION; REMEDIES

SectionD.]. TERMINATION. Either Party may terminate this Agreement by giving the other
Party thirty (30) days written notice. Termination of this Agreement will terminate any obligations
of the Parties to provide financial or other resources to the Project pursuant to this Agreement
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except for payments which they are committed to make pursuant to non-cancellable commitments
entered into with third parties prior to the termination of this Agreement. In addition, upon such
termination A.I.D. may, at A.I.D.’s expense, direct that title to goods financed under the Grant
be transferred to A.1.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 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,
thereupon A.LD., 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
A.LD. within sixty (60) days after receipt by the Grantee of a request therefor from A.I.D.

(b) If the failure of 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, A.1.D. may require the Grantee to refund all or any of the amount of the
disbursements under this Agreement for such goods or services in U.S. dollars to A.I.D. within
sixty (60) days after receipt by the Grantee of a request therefor from A.1.D.

(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 five (5) years from the date of the last
disbursement under this Agreement.

(d) (1) Any refund under subsection () or (b), or (2) any refund to A.1.D. 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 A.I.D. to the Grantee under
this Agreement prior to the authorized use of such funds for the Project will be returned to A.1.D.
in U.S. dollars by the Grantee.

Section D.3. NONWAIVER OF REMEDIES. No delay in exercising any right or remedy ac-
cruing to either Party in connection with this Agreement will be construed as a waiver of such
right or remedy.

Section D.4. ASSIGNMENT. The Grantee agrees, upon request, to execute an assignment
to A.L.D of any cause of action which may accrue to the Grantee in connection with or arising out
of the contractual performance by a third party to a U.S. dollar contract financed in whole or in
part out of funds granted by A.I.D. under this Agreement.

Vol. 1123, 1-17490



