August 4, 1999

H s Excel |l ency

Must af a Nyang’ anyi

Enbassy of the United Republic of Tanzania
2139 R Street N W

Washi ngton, D.C. 20008

Credit No. 3184-TA (Tax Adm nistration Project)
Preference for Donestic Contractors

Dear Sir:
1. We refer to the Devel opnment Credit Agreenent of even date herewi th between
United Republic of Tanzania (the Borrower) and International Devel opment Association
(the Association) and to the provisions of Part B.2 (b) of Section | of Schedule 3
thereof for the grant of 7.5% margin of preference to eligible donestic contractors
bi ddi ng for construction contracts to be financed out of the proceeds of the above
Credit.
2. Ve wish to confirmthat in order to be accepted by the Association, the criteria
for classification of domestic contractors eligible for such preference nust include
at least the follow ng:
(a) donestic bidders shall be eligible provided that they:
(i) are registered in Tanzani a;
(ii) have majority ownership by nationals of Tanzania; and

(iii) have not subcontracted nore than 50% of the contract works

measured in terns of value to foreign contractors; and
(b) joint ventures between donestic and foreign firns shall be eligible for
the margin of preference provided:

(i) the donestic partner or partners individually satisfy the criteria
f or eligibility set forth above;

(ii) the donestic partner or partners would not be qualified for the
contract works in question on technical or financial grounds w thout
the foreign participation; and

(iii) the donestic partner or partners will, under the arrangenents
proposed, carry out at |east 50% of the contract works measured in

terns of val ue.

For the purpose of this paragraph, the term“foreign firnmf nmeans a firmthat
does not neet the eligibility requirenents for domestic bidders under either
sub- paragraphs (a)(i) or (ii) of this paragraph.

3. In any contract awarded to a bi dder who received preference as a donestic
contractor in accordance with the foregoing, appropriate provisions will be included
limting the right of the contractor to sub-contract any portion of the works in
excess of the percentage indicated under subparagraphs (a) (iii) and (b) (iii) of the
pr ecedi ng paragr aph.

4. Pl ease confirmyour agreenent with the foregoing by signing the encl osed copy of
this letter and returning it to us.
Si ncerely yours,

| NTERNATI ONAL DEVELOPMENT ASSCCI ATI ON



By /s/ Praful Patel
Acting Regional Vice President, Africa

CONFI RVED:
UNI TED REPUBLI C OF TANZANI A

By /s/ Mistafa Nyang' anyi
Aut hori zed Representative



