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I. BACKGROUND AND JUSTTHICATION

A, Problem Statement

During a nine month period between October 1982 and July 1983
Ecuador experienced its worst rains and consequent flooding in at least ninety
years. Weather modifications caused by abnormal variations in the "El Nifo"
Pacific ocean current produced rains of more than four meters in much of
coastal Ecuador which led tc severe flooding in December 1982. 1In a large
area floodwaters remained through June 1983. The waters have receded, leaving
behind significant crop losses and damage to agricultural and transport
infrastructure. Conservative estimates of damage -~aused by this disaster
exceed $250 million (at the free market exchange rate), in agriculture and
transport infrastructure. Particularly affected were staple food crops such
as rice, other shrort cycle crops (corn and soybeans) which are used in chicken
and animal feeds, <3 well as commercial export crops (bananas, coffee, and
cacao). These production losses exceed $100 million alone. Agricultural
infrastructure has also been significantly damaged with the consequent
nagative impact on agricultural production. More than 1,400 km. of roads and
25 bridges were damaged or destroyed. 1In addition to the quantifiable
economic damage the human suffering has been significant. More than 13,000
families had their homes Jamaged or destroyed. Hundreds of schools were
damaged by the floods. Hundreds of thousands of residents ir coastal town
continue to suffer from the consequences of fiocod damaged potable water and
sewage systems. Although the major impact of the abnormal rainfall in 1983
has been in coastal LEcuador, highland Ecuador also received many times the
normal rainfall. Because the water drained guickly to the coastal region and
to the Amazon river basin its impacts were less obvious.

A.I1.D. has provided timely, cost effective disaster relief
assistance. Among the early efforts were the Guasmo drainage program in a
populous suburb of Guayaquil and the provision of portable water purification
units in the flooded coastal cities of Babahoyo and Baba. A.I.D. also
provided immediate technical assistance to Ecuadorean agencies to assess
infrastructure damage caused by the heavy rains and floods. This assistance
included an extended 1DY by A.I.D. engineers with expertise in bridge and
railroad construction, two consultations by an expert in landslides, and a TDY
by a team from the U.S. Army Corps of Engineers which assessed the drainage
problems in the Guayas and Quevedo river basins. The focus of these early
consultations was rehabilitation, reconstruction, and mitigation of future
damage. While considerable food relief efforts were required, food relief
received adequate support from PVOs and other international donors.

A.I.D. followed these immediate responses with a $6.0 million Loan
(518-F-043) and a $7.0 million Grant (518-0046) both signed September 27, 1983.
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These projects financed agricultural recovery and economic/social
infrastructure rehabilitation activities primarily in Ecuador's coastal and
southern provinces, which were affected by the abnormally adverse climatic
conditions caused by the "El1 Nifio" marine current. The loan-financed
agricultural recovery program consisted of the importation of essential
agricultural inputs necessary to reactivitate agricultural production. The
utilization of local currency generated from the sale of these inputs is
financing an agricultural credit program for small and medium producers of
short cycle crops thus assisting the expansion of FEcuador's food supply. The
grant-financed infrastructure rehabilitation program consisted of six distinct
activities: agricultural infrastructure rehabilitation; Pichincha Mountain
slope protection; housing reconstruction; water and sanitation rehabilitation;
school reconstruction; and electrical systems repairs and protection. 1In
addition grant funds were used for technical assistance, training and
logistical support activities.

The original PACD for these activities was March 31, 1985. All
Geant financed subprojects with the exception of Pichincha Mountain Slope
protection will be completed before the original PACD. This early assistance
met the highest priorities for rehabilitation, but the infrastructure damages
ar2 so widespread that Loan 518-F-043 and Grant 518-0046 have only touched the
surface of a giant problem. The GOE is necessarily turning its attention to
ionger range rehabilitation and reconstruction and to focus con prevention of
recurring flocds and protection of infrastructure.

B. FEcuadorean Recovery Efforts to Date

Both the Government of Iicuador and the Ecuadorean private sector
energetically responded to the disaster. The government designated the
Minister of Social Welfare to generally coordinate disaster relief and
rehabilitation efforts. 1In turn, three inter-institutional coordinating
comnissions directed assistance to the areas of agricultural recovery and food
distribution, infrastructute rehabilitation, and employment generation. These
inter-institutional commissions are coordinated by the Minister of
Agriculture, the Minister of Public Works and ‘he Secretary of Rural
Development. Because the GOE's resources are so limited, it is focussing its
efforts almost entirely in agricultural recovery and necessary repairs of its
transportation network. Resources are being channeled to these activities
through the National Development Bank, which provides aaricultural credit, and
the Ministry of Public Works. The FEcuadorean Development Bank, a government
bank which lends funds to governmental authorities, is also providing
substantial funding for disaster rehabilitation and reconstruction. Because
of severe national resource constraints the GOE has requested assistance from
A.I.D. for the very important activities of repair of agricultural
infrastructure and flood prevention, potanle water and sewage, and urban
infrastructure repair.

In addition, the Ecuadorean ptivate sector has made a very
significant contribution to relief and rehabilitation efforts. An
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crganization led by some of Lcuador's most prominent citizens called "Unidos
Somos Mas" was formed and, to date, this organization has contributed about $2
million to relief and rehabilitation.

In the populuous Guasmo Sector of Guayaquil, the Municipality and
the Guayas provincial government has bequn some repairs and upgrading of
streets and drainage. The Municipal Flectric Company has repaired or expanded
the street lighting systems to cover some 12 kilometers of streets.

C. Other Donor Activities

1. International Donors

The major international effort to date has been the signature of
a loan agreement between the Inter-American Development Bank and the GOE to
finance an Emergency Program for the Rehabilitation of the Coastal Region.
The IDB financial contribution will amount to $40 million, while the Andean
Development Corporation is providing co-financing in the amount of $15 millior
and the GOE is providing $7 million in counterpart. The resources made
available through this loan will be utilized for agricultural recovery
(including agricultural production credit and loans to repair on-farm
agricultural infrastructure) as well as for transport infrastructure repair.
While IDB resources will cover a significant pori.ion of the repair cost for
transport infrastructure, it will finance only about 30 percent of the cost of
agricultural recovery, estimated to have total funding requirements of $185
million,

Both IDB and IBRD have possible projects proposed for the
"Guasmo", a suburb of Guayaquil with a population of some 500,000 making it
the third largest city in licuador. However, these projects are not concrete
and would contemplate late 1985 or 1986 financing.

Other international donors, the United Nations system and the
European Economic Community are serving primarily as intermediaries for
channeling resources from member countries to Ecuador. The United Nations
system has severe financial constraints, but some on-going projects in Ecuador
have been reprogrammed for relief and rehabilitation efforts.

A number of countries other than the U.S. have contributed
assistance. These primarily have been the member countries of the Furopean
Economic Community such as Great Britain, Italy, France. At least sixteen
countries have made bi-lateral contributions to Ecuador for disaster relief
and reconstruction.

2. Private Voluntary Organizations

Catholic Relief Services, with A.I.D. concurrence, reprogrammed
certain P.L. 480 resources into Food For Work activities in areas most
directly impacted by the floods. Also, CRS received a $177,000 grant through



-4 -

A.I.D.'s Office of Foreign Disaster Assistance to carry out several programs
related to the rehabilitation of areas affected by the devasting floods.

These activities included agricultural recovery through a revolving credit
fund and the repair of community roads. Foster Parents Plan implemented an
emergency Food for Work/Small Animal Husbandry Program in Bolivar Province and

has 1nltiated school construction and infrastructure projects in the Guayaquil
suburb of [l Guasmo.

0,



II. DETAILED PRGJECT DESCRIPTION

A. Project Goal, Purpose and Strategy

The goal of the Project is to assist the areas and population in
Ecuador affected by the natural disaster to recover and to be better prepared
for similar disasters in the future.

The Project strateqy is to direct A.I.D. and counterpart resources
into high priority activities which can be carried out quickly and
effectively; that is, activities which are clearly identified, for which
operational plans and arrangements can be readily developed, and which can be
implemented by responsible organizations. The project, reflecting the GOE's
general disaster recovery strategy, will not creata2 new institutional
mechanisms to carry out recovery efforts. Rather, existing mechanisms and
organizations will be used in order to move as rapidly as possible into the
implementation of recovery activities. A.I.D. financed activities will be
completed within eighteen to twenty-six months from the date of signature of
the Project Agreement. Sufficient flexibility will be provided in the Project
Agreement to permit reprogramming of resources where it is apparent that rapid
disbursemznt of funds is not possible or when a reordering of priorities may
be warraniied. Also, A.I.D. resources will be used to fill gaps or shortfalls
in other Jonor efforts and will not "compete" with such efforts.

B. General Description of Project Outputs and Activities

The Ioan will finance reconstruction and repair of agricultural
infrastructure and economic/social rehabilitation activities in Ecuador's
coastal provinces which were affected by the adverse climatic conditions
caused by the "El Nifio" marine current. The program consists of three
distinct activities: agricultural infrastructure rehabilitation and flood
prevention; water and sanitation rehabilitation; and rehabilitation and
recovery infrastructure projects in the Guayaquil suburb of El1 Guasmo.

The activities identified below represent the expected range of
activities base on the GOE's manifested priorities. While it is certain that
A.I.D. resources will be used to finance all of the identified activities, the
levels of outputs may vary slightly.

Project outputs:

l. Agricultural Infrastructure and Flood Control. The repair of
agricultural infrastructure dikes and levees protecting some
85,000 hectares of important crops with an estimated value of
S/.2,400 millions (approximately US$24.0 million), the
protection of 26 communities currently subject to flooding due
to damaged levees, and protection to some 75 kilometers of
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highways. Flood control efforts will include the repair and
reconstruction of approximately 60 lineal kilometers of banks
and levees along the Quevedo and Mocache Rivers currently
threatening some 76,000 persons living in urban areas along
these rivers.

2. Potable Water and Sewage Systems. Potable water and,or sewage
Systems repaired and protection provided to these systems in 64
large and small communities.

3. MEl Guasmo" Infrastructure reconstruction and expansion. The
Guasmo suburb of Guayaquil has approximately 500,000
inhabitants, all of whom were under from one to three feet of
water during the floods of 1982-83. A.I.D.'s efforts in the
Guasmo will be concentrated in 60 kms. of street and associated
drainage repair, 45 kms., of public lighting repair and
expansion, and provision of potable water to some 6,000 families,

A summary budget for the pooject is:

Toan Counterpart Total
(US$000)
1. Agricultural Infrastructure $ 3,260 1,665 4,925
and Flood Control
2. Potable Water and Sewage Systems 1,940 1,665 3,605
3. Guasmo Infrastructurs Repair 4,500 4,500
4. Administration and Technical 30Q ) _ ___ 300
Assistance
TOTALS $10,000 $3,330 $13,330
C. Infrastructure Rehabilitation and Protection

1. General Description of Project Activities

The Ecuadorean Development Bank (BEDE) will serve as the
over-all coordinating agency for sub-project activities., BEDE will be
responsible for general programming of project resources. It will sign
sub-project implementation agreements with the implementing agencies and
A.I.D. These implementation agreements delineate the activities to be
financed, the amounts and sources of funding allocated (loan and counterpart),
and the implementation arrangements for the activity, including such aspects

-
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as how the activity will be implemented (contract, force account), the
procurement of commodities that may be required, and the time needed to
implement the activity, as well as any other terms or conditions that may be
agreed to by the Parties. Uron signature of the implementation agreements
A.I.D. will work diroctly with the implementing agencies. BEDE will not play
an active roile in day to day project implementation vut rather will delegate
full responsibility to the implementing agencies. Tt will, however, be
responsible for coordination of monthly Project Committee meetinas with
Project Committees consisting of representatives from BEDE, A.I.D. and the
implemencing agency. 'These committees will make decisions about overall
policies, programming and reprogramming of funds as well monthly examination
of project progress. The redelegation of implementation responsibility is
intended to facilitate implementation while retaining flexibility in overall
project administration,

2. Detailed Description of Activities

a. Agricultural Infrastructure Rehabilitation and Flood Control

(1) Activity Description

(a) Agricultural Infrastructure Rehabilitation

The lower Guayas river basin is comprised of over
400,000 hectares of which more than 60% is (or was) under cultivation. Most
of Ecuador's rice crop is produced in this area but citrus, corn, beans,
cocoa, bananas, melons, tomatoes, yuca, and other miscellaneous fruits and
vegetable are also grown. The lower Guayas river basin is one of the most
productive agricultural regions in Ecuador.

A significant amount of agricultural infrastructure
(irrigation and drainage systems as well as bank protection, e.qg. levees and
dikes) was destroyed or damaged by the floods. The IDB loan provides
resources for the rehabilitation of on-farm infrastructure. It does not cover
the damage to off-farm works. Repairs to primary irrigation canals must be
made in order to reestablish surface water irrigation programs and to avoid
further major production losses in major food crops, e.g. rice, as well as in
export crops such as bananas. Much of the damage to thesz works occurred in
the lower Guayas River basin and in El Oro Province which are extremely
fertile and productive agricultural area. Flow rates in the river systems
exceeded carrying capacities, agricultural levees were over-topped or breeched
and river courses changed. A year after heavy flooding some sections were
still inundated while some principal rice growing areas were left without
water. At the height of the disaster 40% of the area was flooded and more
than 60% of the agricultural production in the Guayas basin had been affected.

The Ecuadorean Hydraulic Resources Institute (INERHI) is
charged with construction (as well as repair and rehabilitation of public
domain agricultural hydraulic infrastructure). In August 1983 INERHI
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completed a damage assessment and identified a program of highest of priority
emergency repair and rehabilitation works including levee repair, restoration
of river channels, and irrigation canal rehabilitation amounting to 300
million sucres. These highest priority repairs have been completed.

In September of 1984 INERHI made a second damage
assessment and ideintitied secondary priorities for emergency repair and
rehapilitation works amounting to more than 5/.750 million sucres. These
repairs have been prioritized and this project will rehabilitate the most
pressing works considering the project resources of S/.319 million sucres,

The cffect of the flooding has been especially
devastating due to the fact that ihe major agricultural export crops as well
as the major food and industrial Crops are produced in the coastal area of
Fcuador. As a result, Fcuador has suffered decreased exports and increased
imports of agricultural products in 1983/84. The estimated losses in
egricultural exports were over US$167 .million in 1982-1983 due to losses
suffered only by the hanana, cacao and coffeo Crops.

At the same time that agricultural export proceeds were
falling due to the floods, the GO had o sianificantly increase its import of
rice, corn, soybeans and cotton to replace the domestic crop losses suffered
durirg the flooding. Trne value of imports for US$87,100,000 in 1983/84. If
the climate returns to normal, tnports for 1984/85 should then return to
normal levels, assuming tcuador can provide the necessary inputs and repair of
agricultural infrastructure for rehabilitating the coastal agricultural
sector. This will be difficult as the value of most of Ecuador's exports are
stagnating or falling and the effect of the flooding will require a major
reallocation of foreign exchange to the agricultural sector to re-establish
it. These foreign exchange costs come at a time when Fcuador is facing severe
foreign exchange shortages and is in the process of renegotiating its foreign
debt.

The agricultural infrastructure portion of this
subproject proposes to (1) repair gaps in existing levees caused by the
1982-83 floods, and where necessary, put levees back from the river; (2)
repair primary structures which have suffered scouring and undercutting; and
(3) allow for return of water in the overland flows by repairing drainage
channels, removing debris and incorporating flood gates into levees and river
systems. All works are in the public domain and will benefit farmers,
communities and protect highways.

A summary of activities to be performed under the
project is as follows. Detailed descriptions and costs may be found in Annex
H. More work has been programmed than can be covered under agrzed upon loan
and counterpart funds to permit some rlexibility. However, the priorities are
indicated by the sequence of timing.
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(b} Flood Control

The need for flood control along the Andean rivers
tumbling down from the mountains to the coastal plains is so extensive that
the area selected for this subproject is only number one of dozens of the
priority list. The Quevedo River was given priority because of the number of
lives endangered, and presente.: the opportunity to benefit the greatest number
of people with the limited resources available.

The citiles of Quevedo and Mocache lie at the base of the
Andean foothills. The river bisects the towns and during the 1982-83 flooding
the banks were eroded, with streets, houses, trees and sidewalks being swept
awyy. The project will stabilize the banks along the river, primarily in
urban areas. (See Annex I) for maps of river banks to be stabilized)

(2) Technical Analysis

This sub-project will consider only priority works contained
in INERHI's proposal. Criteria for reestablisnhing priority works included:
(1) number of beneficiaries, (2) immediacy of requirements, e.g. to protect
against future flooding in years of normal rainfall, and (3) feasibility of
rapid implementation.

Global programming has been un. rtaken, the problems have
been identified, solutions developed and sound cc t estimates prepared but
additional study and design will be required to determine where it is
necessary to move dike sections for agricultural infrastructure further from
stream banks.

In many areas, repair of drainage channels and incorporation
of drainage gates will decrease over-all flooding. At the present time, too
few of these structures exist in the systems and those in existence are in
very poor repair. The major flooded areas occurred behind existing levees.
At low stages, this entrapped water (both over-land flow, and excesses from
breeched dike sections) has no route to the natural drainage channels., An
immediate improvement would be a system of spigot backed drainage gates. A
30" gate would relieve 20 CFS at a velocity of 4.07 FPS on a siope of 0.0024.
While this is a solution for some locations, other sectors have poorly
operating drainage systems. These systems will be repaired and put back into
service.

This work will offer some solutions to emergency prcblems in
the coastal area affecting the provinces of El Oro and Guayas. Although
complete solutions cannot be provided to the ongoing flood problems, the works

will provide substantial support to maintain and repair the agricultural
infrastructure in place.

INE T will contract the work to private contractors. A
model contract document has been developed incorporating A.I.D.'s standard
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clauses. INERHI maintains running costs analyses of unit prices, skilled and
unskilled labor costs, materials and transportation costs for each region.
(See Annex J for samples of unit pricing).

The flood control works along the Quevedo River will be the
technical responsibility of INERHT. However, due to the heavy workload placed
on INERHI with the agricultural infrastructure restoration, it is planned that
an Ecuadorean consulting firm will be contracted to do the final designs and
day-to-day supervision. INERII engineers will make periodic inspections.

One hundred and forty thousand dollars has been reserved for
design and supervision. An average figure of $40,000/kilometer for revetments
has been estimated which includes the "espigones" and takes into consideration
the distance for transportation of rocks. Clay banks of the River will have
to be excavated in order to backfill with more porous material.

In June of 1983, the United States Army Corps of Engineers
made a reconnaissance ol the flooding in Ecuador and their observations and
recommendations will form the basis for the designs.

The principal design requirement in sand bed rivers is to
protect the toe of the bank from undercuting. A rock dike revetment with a
vegetated and/or gravelled upper bank slope will be used. (See sketches in
Annex K). 'This dike revetment will be complemented by "espiqones” or rock
barriers extending into the rivers on outsides of river bends that help to cut
fiow velocity and resulting scouring. The use of "espigones" has been
particularly successful in the Guayas watershed of Ecuador under the initial
Grant phase of this Project.

Gabiones were conidered as a possible solution, but
transportation of rocks and the imported wire mesh required for gabiones
prohibit their use due to the cost. An additional factor lies in the lack of
Icuadorean experience in gabiones.

No major work is programmed for the rainy season of 1985
January through April., 1If a severe winter develops in 1984-85, the project:
could be delayed beyond the planned 15 month implementation schedule.

(3) Institutional Analysis of the Ecuadorean Institute of
Water Resources

INERHI was created in 1966 as an autonomous agency attached
to the Ministry of Agriculture and Livestock. It has a staff of over 1800
people and is empowered by law to administer and supervise all activities for
agricultural irrigation and drainage and may enter into agreements with other
agencies in project execution.

Under the Water Law of 1972, INERHI was granted povwer for
the development and management of water resources, including the creation of

NN
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irrigation districts. INERHI's general policies are defined by its Board of
Directors, chaired by the Minister of Agriculture and Livestock and comprising
one representative each from the National Planning Council (CONADE),
Ecuadorean Institute for Ac rarian Reform (IERAC) and the National Development
Bank (BNF). The Executive Director is appointed by the Minister of
Agriculture and Livestock. (Annex L depicts the internal structure of the
institution.)

During the last 18 years INERHI has developed the capacity
to design and supervise the construction of civil works. Based on this track
record in the construction of civil worrs, INERHI is sufficiently qualified to
carry out this proposed project. INERHI's professional staff con-.ists of 8
auditors, 16 administrative officers, 17 lawyers, 8 economists, 28 geologists,
157 civil engineers, 73 agronomists, 1 sociologist, and 2 bhiochemists. The
agency 1is basically structured to conduct studies, design, implement and
supervise construction activities. District offices maintain a wide variety
of construction equipment. 'Ihis eguipment serves to provide support services
for construction activities: maintenance of access roads, emergency work,
agricultural extension, etc. The institution also has various soil
laboratories (mechanical, physical, and chemical), plus sedimentology and
complete water laboratories. All of these facilities will be vital in the
implementation of this project.

To date, some 45,000 hectares have been brought under
irrigation and drainage by the institution. Additionally, projects currently
underway exceed 13,000 hectares. Under the 1972 legislation, INERHI is
responsible for assuring the GOE that the control and use of water resources
is rational and conforms to national priorities.

The Institute is fully aware of the magnitude of its flood
control and drainage responsibilities on the coast. With this in mind, INERHI
has mounted a massive effort toward resolution of the coastal problems.
USAID/Ecuador has worked with INERHI in the Emergency Rehabilitation Grant
Project and found it the best of the six implementing agencies under the
Grant. The programmed works have been on or ahead of schedule. The financial
and accounting procedures are acceptable both to A.I.D. and REDE. The work
has had professional monitoring on the part of INFRHI. The same engineering
team will implement this new project.

b. Potable Water and Sanitation System Repair

(1) Activity Description

The extensive [looding severely damaged potable water and
sanitation systems in cities and towns in the provinces of Guayas, Los Rios,
El Oro, Manabi, Esmeraldas, Loja and the coastal regions of Bolivar and
Pichincha. Although the Grant project (518-0046) provided funding for the
repair of water and/or sanitation systems in 27 of the largest communities, 76
medium to small communities still remain without water, sewage faciliti-s
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and/or latrines for schools and public buildinas. In many cases relatively
small investments are required to repair or flood-proof potable water wells or
to rehabilitate pumps, however new wells will have to be dug in a number of
towns. In other cases such as in Bahia and Portoviejo city sewage systems
must be rehabilitated and protected against Ffuture flooding throuah the
installation of valves and pumps to permit evacuation of sewage during

floods. Project resources will be used to finance repair and rehabilitation
of potable water and sanitation systems in approximately 76 coastal cities and
towns. DBoth civil works and equipment will be financed. The activity will be
implemented through the Ecuadorean Sanitary Works Institute (Instituto
Lcuatoriano de Obras Sanitarias, IEOS), the institution responsible for the
technical supervision of potable w .ter and scenitation programs for
municipalities. The A.I.D. contribution will amount to US $ 1,940,000 and the
GUE counterpart US $2,917,000. Of the $1,940,000 some $700,000 will be used
for purchase of spare parts and equipment. A detailed list of systems to to
he repaired together with the types of repairs required, estimated cost, and
disbursement schedule is presented in Annex M.

A sunmary of the activities by province is as follows:

Province S/.000
Esmeraldas 24,700
Pichincha 82.500
Manabi 77.200
Salinas 25.000
Los Rios 29.100
Guayas 73.000
1211 Oro 81.300
Loja : 47.400
Sub Projects fotal: S/. 440.700
Administrative Costs: 45.000
Total Program 5/. 485.700

(2) Technical Analysis

A combination of contracting and force account will be used
to implement the project. The types of repairs required for the small towns
potable water and sewage systems are simple and within the technical
competence of IEOS to design and execute by force account. However, the
drilling of deep wells such as in Esmeraldas, the reconstruction of reserve
tanks, and the installation of automatic pumping systems will be contracted.
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Five units of portable sewer-cleaning equipnent that can be
mounted on pick-up trucks were purchased under the Grant portion and will be
used extensively by THOS personnel for this project.

Approximately $100.00 will be allocated for the local
purchase of spare parts shelf items and an additional $700.000 for procurement
from the United States of water and sewage pumps, drill bite For shallow
wells, special well casings not available locally, and oversize pipe for water
well protection. A.I.D. will assist IEOS in advertising requests for bids,
specifications, and payment through A.I.D. Direct lLetters of Commitment.

(3) Administrative Arrangements and Institutional Analysis

This activity will be implemented through the Ecuadorean
Institute for Sanitary Works (IEOS) in collaboration with the municipal
governments of the towns and cities where the works will be carried out.
Normally, maintenance of these facilities is the responsibility of the
municipal governments and the IEOS would provide technical assistance,
including supervision of contractors. However, the widespread nature of the
activity precludes the possitiility of channeling resources through the
municipalities. Therefore, IEOS will be administratively, financially, and
technically responsible for the implementation of this activity. Because IFOS
has a significant amount of experience obtained through the implmentation of
the rural water and sanitation component of the A.I.D. Rural Health Delivery
Systems project and the administration of the Grant activities, this project
should be relatively straight forward. Tive provincial IEOS offices which
will be involved in implementing this activity already have experience with
the Grant project.

A complete institutional analysis is made of IEOS in the
Health Loan Project Paper (Loan 518-U-040, Project 518-0015.) The analysis
identified a number of institutional weaknesses which are being strengthened
through that project. Since the implementation of the Health project in
January 1982, IEOS has shown significant improvement.

During the life of the grant Emnergency Rehabilitation
project, additional strides have been made in the institutional development of
IEOS. Designs have been simplified which are more appropriate for small
villages, procurement procedures have been streamlined, and a rural water and
sanitation unit established. Still to be improved are the accounting methods
which are cumbersome, however, accounting office personnel have been changed
in the last two months in the national offices, replacing political appointees
with professionals. Murthermore, TFOS implementation record under the Health
and Emergency Rehabilitation projects is much superior to that to be expected
from its prior history. This improved implementation is due in great part to
effective assistance provided by and A.I.D. PASA Sanitary engineer and the
technical assistance under the Grant by a PSC Sanitary/civil engineer with
some 30 years experience working with institutions such as IFOS.
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The A.I.D. contracted PSC sanitary,/civil engineer will
continue to monitor and give technical assistance to this sub-project. The
only foreseen possible obstacle in implementation could be a cash-flow problem
within IEOS. A.TI.D., BEDE and TEOS are working to resolve this possible
obstacle before it arises.

C. Guasmo Infrastructure Repair and Constructigg

(1) Background of the Guasmo

The Guasmo, located south of the city of Guayaguil, was an
area of 60 Hectares until 1974, populated by nine families who made charcoal,
fished and cared for the lands of the "Hacienda Guasmo" owned by Sr. Juan X.
rlarcos. In 1974 the state apropriated the Hacienda and divided the lands
among the Soclal Security Institute, the municipality of Guayaquil and the
bicuadorean Housing Bank. 1In mid 1974 the nine families asked the municipality
(25 their new landlord) tc extend an existing waterline which supplied water
to the "Iumpacadora Nacional" to their group of nine houses. The municipality
denied the petition for water. ‘The inhabitants decided to invite frierds and
relatives to live in the Guasmo, build houses, Lhus increasing the pressure,
through greater number of people, on the nmunicipality for a waterline.

By Jaraary of 1975 some 100 families had moved to the Guasmo
and by the end of 1975 that rumber had growr: to 300 families. In February of
1976, the municipality tried to dislodge the squatters. The national police,
sguads from Guayaquil Public Works and Municipal police burned some 260
houses. Various cooperatives joined the burnt-out squatters trying to force
the GOE to legalize the Guasmo Horte. ‘lhe inhabitants requested the School of
Architecture trom the University of Guayaquil to layout an urban area of tha
Guasmo Norte inte blocks and lots ( 9 % 22 meters) for each family plus areas
for sidewalks, streets, green spaces and commons (to replace indiscriminate
squatting). In this sector, all the initial work on infrastructure such as
streets, fill, and electrical lines was done by volunteer labor and funded by
the residents. At this time the struggle began for 1and titles. Finally in
1978, the Mayor of Guayaquil decreed that the inhabitants could buy their lots
for S/.10 per square meter. Despite this d~cree, to date, except for very few
exceptions, no titles have been issued.

Tn 1932, approximately 250,000 people lived in the Guasmo,
With the floods from El Nifio phenomenon the stream of migrants increased the
Guasmo population to the 1984 estimate of 500,000. Of these new miqrants 70%
came from flooded rural areas and the majority of these from single crop farms,

The Guasmo is also a young area in age grouping, 82% of the
population is less than 35 years old and some 66% belong to "nuclear" families
consisting of father, mother, children. Some 30% live in an extenaed family
group with a father, mother, children, relatives and grandparents. ‘The
smaller percentage of extended families is an urban adaptation since farm
families tend to be extended families.
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Mothers or women as family heads form only 14% of the
families with 84% having male heads. Thus, the conclusion is that the
inhabitants of the Guasmo are not "“floaters", but are settling down to live
there. ‘he 1984 average family income is just under S/10,000/month, slightly
above the national average with only a 7% unemployment rate.

In spite ol the obvious intent of the great majority of the
500.000 inhabitants to make permanent homes in the Guasmo, the great majority
lack basic services: few streets that are serviceable, few street lights, no
sidewalks, no sewage system, and the water is distributed by water tank trucks
for storage in 55 gallon barrels located in front of houses - barrels
frequently without lids to protect the water from street dust and a myriad of
other contaminants. In the whole Guasmo (a youna community) there are only
eleven schools and five Health sub-centers, or one health center for each
100,000 inhabitants.

Tne Guasmo is included in this Fmeraency project for three
reasons: (l) Some 250,000 people are there because of dislocation due to E1
Nifo fioods; (2) Assistance in repair and reconstruction of instructure is
imperative; and (3) a population of 500,000 in one small area without basic
services is a potential time bomb for a fragile five-year old democracy,

(2) Activities Description and Feasibility

Four and one half million dollars will be spent on
repair and extension of a portion of the Guasmo's infrastructure addressing
three pasic problems: (1) repair of streets and associated drainaage, (2)
restoration and extension of street lighting, and (3) provision of improved
water supply to approximately 6,000 families (30,000 inhabitants). (A map of
the Guasmo may be found in Annex N).

‘Ihe Guasmo has more than 250 kilometers of streets of
which approximately 3 kilometers are paved, some ten kilometers miaht be
classified as "improved" and the remaining 235 kilometers range from bad to
impassable. Lateral and transverse drains may be found only on the improved
streets, with the streets forming the drainage system for the remainder of the
area. Street improvement is a fundamental necessity since transportation to
Jjobs, markets, water, health services, schools, all movement of people and
equipment depend on access. ‘I'he condition of the streets, all of which were
under one to three feet of water at the heiaht of the 1982-83 floodina,
precludes public transportation and taxis will venture only to the outskirts
of the Guasmo (although taxi drivers are wary for more reasons than street
conditions).

In general, the Guasmo is divided into a reasonable
semblance of order with large block areas surrounded by space for 4-lane
streets (25 km) and smaller block areas for 2-lane traffic (150 km), down to
the minimun street which would permit passage of only one-way traffic (75
km). This project will have to be carefully coordinated with private
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voluntary groups, GOE agencies, the provincial and municipal qovernments, as
well as IDB and BIRF plans under development. FEcuadorean President Febres
Cordero has appointed the provincial governor as overall coordinator. Since
the situation is changina daily, definition areas for street improvement
cannot be made until the CPs for the project are met and the BEDE/National
Housing Council Sub-Agreement is ready for signina. With the municipal and
provincial governments currently filling, compacting and paving the main
thoroughfares the USAID project will concentrate its efforts on restoring and
upgrading some 60 kilometers of the }50.

All street improvement will be contracted to some 12 to
15 private construction companies following desians alreacdy developed by the
Ministry of Public Works (MOP). MOP will assist the National Housing Council
in technical supervision. Due to the complexity of this sub-project, two
USAID P enginers will be assigned to monitor the Guasmo project.

sSelect material will have to be transported aproximately
ten Kilometers, primarily through Guayaquil city street system which will add
significantly to normal construction costs. Project funds of approximately
Us$ 50,000/kilometer for a total of $ 3.1 million will be designated for
Guasmo street improvement. With at least twelve contractors working
surulteneously, one yvear is the estimated time to complete this activity,

Street lighting under the project was an issue for
debate, but lighting of some 45 kilometers should assist in cutting the Guasmo
crime problem. As indicated carlier, taxi drivers refuse to enter the Guasmo
elther by day or night. The Municipal Gowvernment and Guasmefios are makina an
effort to control the criminal element, but, again, the crime problem is
related to another problem - lack of water. The project will fund the local
purchase and installation costs of transformers, lines, concrete poles and
lights at an estimated cost of § 11,000 per kilometer for a total of $
500,000. The Guayaquil Municipal Light Company will perform all work since it
has the experience and eguipment for installation. Al commodities will be
procured through public bids, with the BEDE, NV, a representative of the
provincial government, and electric coimpany forming a conmittee for bid
analyses, with USAID attending as observers.

Street lighting is estimated to take 6 months after
procurement of materials.

Solving the water and sewage problem in the Guasmo is a
problem that will take years and millions of dollars to resolve. This project
proposes to make a small beginning that may be replicated.

The ground water table in the Guasmo ranges from zero to
18" below grade. Providing a conventiona' water supply infrastructure is
impossible economically. The present method of water distribution is by tank
trucks, with water purchased from Guayaauil Municipal wells at an average cost
of S/. 10 for 55 gallons (one drum). The tankers then deliver the water to

2\
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houses charging from as little as S/ 15 to S/ 60 per drum. Cost depends upon
condition of the streets where deliveries are made and the scarcity of water.
Inhabitants living on improved streets can have daily deliveries, but others
may be fortunate to receive water weekly and then only if the "price is
right". All tank trucks are privately owned and in some cases by crimical
elements who control entire areas of the Guasmo by the provision or
withholding of water.

Under the project twenty 2,000 gallon tank trucks will
be purchased and their use managed by a water cooperative made up of
approximately 6,000 families living in the same general geographic location.
The cooperative will have a board of Directors, power to hire and fire
drivers, contract truck maintenance and set fees for sale of water to
Cooperative members.

‘'he tank trucks will have metered in-take and out-put
hoses to regulate purchase and sales. An additional feature will be a pump
that can raise the water to drums sittina on small towers to that water can be
kept freer from contamination and can be aravity-fed into the homes. See
Annex M for a typical stilt house structure with the water barrels sitting
beside the street.

Obviously, this i1s not an ideal solution to a gigantic
water problem, but the GOE and USAID mission engineers and engineering
advisors view this as the appropriate technology for this situation. Tank
trucks and attendant meters and pumps are estimated at a cost of approximately
$ 40,000 each CII' Guayaquil, reserving $ 100,000 for spare parts, and operator
and mechanics Lraining programs, for a total tank-truck cost of $ 900,000.

In accordance with A.I1.D. requlations all vehicles will
be U.S. manufacture and a bid, evaluation and delivery time is expected to
take at least ten months.

(3) Institutional Analysis

(a) The National Housing Board (JNV)

The National Housing Board (JNV) was created by Supreme
Decree No. 162 on February 23, 1973. It has been endowed with a broad range
of powers necessary to carry out the mandate presented in the National
Development Plan: to establish and program national housing policy; coordinate
public and private entities operating in the sector; coordinate with
municipalities on urban development through rational land acanisition and
housing programs; and construct projects it has proarammed and approved. The
JNV Board of Directors includes a cabinet level officer who functions as the
President of both JNV and the Bance de la Vivienda (BFV) and representatives
of the Ministers of [Finance and llealth, the Social Security Institute, the
National Planning Board, the Municipal Govermnment Association, and the savings
and loan associations.
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The JNV has shifted its earlier project specific and
production/construction orientation to an increasingly more participatory and
decentralized one through institutional objectives developed by the JNV
Planning Directorate. These objectives affect four principal areas:
administrative, financial, leqal and technological ,

JNV's current institutional objectives include, among
others, administratively, decentralization through the addition of Regional
Cffices and training technical staff to improve their present capabilities and
to Keep abreast of new developments in their respective fields; financially,
to increase lines of credit for the implementation of programs directed to the
low income sectors of the country and adjust the finance systems to the levels
of the intended beneficiaries; leaally, to formulate its policy to be able to
establish new urban land policy and analyze and modify the relationship and
controls that exist between JNV/BIV and the savinas and loan system; and,
technoloaically, to increase types of shelters throuah the use of appropriate
technologies, new construction systems based on small scale prefabrication and
self-help construction etforts that conform to the National Cavelopment Plan.

fn addition to the structural reorganization of JNV that
Mo illied its functional capazity JUNY has expanded its national coverage to
carry out 1ts annual operational plan. e Regional Offices cover all twenty
provinces of the country as follows:

Provinces Covered by JNV Regional Offices

Guayaquil Portoviejo [oja Cuenca Quito Riobamba
Los Rios Manab{ Loja Canar Carchi Bolivar
Guayas Zamora- Azuay Imbabura Tunaurahua
El Oro Chinchipe Morona Pichincha  Chimborazo
Galapagos Santiaao  Cotopaxi Pastaza
Ismeraldas
Napo

JNV now has a staff of 394, with 243 professionals ,
mostly architects and engineers, (see Annex P) for detailed staffing pattern,
that reflects its past production/construction orientation. Most of these
professionals (121) are located in Quito, with the remaining 142 located in
the Regional Offices with the smallest number (9) in Loia, Cuenca (10),
Portoviejo (10) and Guayaquil (78).

The JNV decentralization now in effect has ohliged
the JNV headquarters to review its staffing patterns and skills and train its
pation capacity. Regional Offices include at least one social
worker/community development person, architect/enqineer, technical support
staff such as project inspectors, a lawyer, and a financial analyst.

-~
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While the quality and quantity of the JNV Regional
Office Staff is considered adequate to manage its activities, the
institutional decentralization is increasing the responsibilities at the field
level. The expanding responsibilities include project promotion, design and
implementation, social organization and community development, project
contracting, inspection, management, and legal matters. This Emeraency
Rehabilitation project component is fairly insignificant in terms of funding,
but should aid the JNV in its continuing institutional development.

(b) The Ecuadorean Housing Bank (BEV)

The GOE established the Ecuadorean Housing Rank
(BEV) as an autonomous public housing institution in March, 1971, as the
institution public sector agency providing mortgage loans. The original
mandate was to provide houses for low income families which included planning,
financing, and construction of housing projects as well as the development of
a savings and loan svstem and support of cooperatives. It has been since
granted broader powers to determine housing credit policy, issue bonds,
collect savings, and other banking activities.

A.T.D. directly promoted the establishment of BEV by
providing technical assistance and a $5 million seed capital loan. Later,
support was provided through an A.T1.D, aquaranteed loan of $6 million to
stimulate the savings and loan system. By 1973, the year in which JNV was
created, BEV had sold approximately S/.360 million in bonds. Support for the
savings and loan system reached more than 5/.444 million in 1976 and S/.476
million in 1980.

BliV has four main branch offices in Guayaauil,
Cuenca, Loja, and Portoviejo and 14 agencies outside of Quito, the Central
Otfice. BEV's Central Office has recently been restructured with the idea of
reducing its dependence on dwindling GOE resources and carrying out its policy
of full cost recovery. o support this, three new departments have been
established to manage and eventually divest BEV's building materials factories
to the private sector, to monitor BEV's local offices, and to improve
operating procedures.

The quality of BEV's staff (919) is generally high
since BEV, as an autonomous bank, is not bound by civil service salary level,
At present, the professional operating staff on BEV is concentrated in the
Quito headquarters (62) and the Guayaquil branch (42). Secondary city offices
typically have 12 to 18 employees each including a lawyer and accountants who
handle accounting, collections, and savings deposits. In each of BEV's
branches and agencies JNV has located technical and social staff to complement
BEV personnel. (See Annex Q) for staffing patterns and oraanization charts).

Project accounting is performed by each local
office, and consolidated monthly throuah reporting to the Quito headquarters.
IBR> missions have recently reviewed BFV's accountina systems and internal
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audits and found them to be highly satisfactory. With the exception of the

need for improved financial planning, accounting was found to be adequate at
both the national and local levels.

3 FFinancial Analysis

The NA.I.D. Loan and GOF counterpart will finance
rehabilitation activities with a variety of institutions and with a range of
counterpart funding requirements. The following table summarized the uses of
A.I.D. and counterpart funding by activity.

FINANCTAL EXPENDITURES BY ACTIVITY
(US$000's)

AID Loan GOE Total
1. Agricultural Infrastructure
and rlood Control 3,260 1,665 4,925
2. Potable Water and Sewage 1,940 1,665 3,605
System
3. Guasmo Infrastructure Repair 4,500 4,500
and Construction
4, 2Administration and Technical 300 300
Assistance

Totals: 10,000 3,360 13,330

Because of the nature of the emergency rehabilitation
activities which are being financed, the only new recurring expenses are those
involved in the operation and maintenance of th water~tank trucks for
providing potable water to 6,000 families in the Guasmo.

4. Overall Administrative Feasibility and Institutional Analysis
of BEDE

The administrative capacity of GOE institutions to efficiently
and rapidly execute the proposed activities is a feasibility issue. The
proposed administrative arrangements and the types of activities selected for
financing are generally conducive to rapid implementation. Section I1I1,
Implementation Arrangements, describes the way in which the project will be
implemented. This section analyzes the feasibility of proposed general
administrative structure for the project as well as of the administrative
arrangements, including operational capabilities of the major coordinating
institution, the Ecuadorean Development Bank (BEDE). The operational capacity
of each implementing agency has been assessed in the preceding sections.
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Because day-to-day implementation reponsibilities will be
assigned to a number of different GOE agencies one criterion for selection of
activities to be financed has been a positive evaluation by USAID of their
administrative capacities. The activities included in the project will be
carried out in large part by institutions with which USAID has existing
working relationships (INERHI, TEOS' and th JNV/BEV). General coordination of
implementation will be conducted by BEDE. USAID has very aocod working
relationships with all of the above institutions. This prior experience will
considerably reduce the time required to initiate the different sub-project
activities because USAID and these institutions are familiar with each other's
operational procedures and because a high degree of personal trust has already
been established at the working level. The normal implementation capacity of
the executing institutions will be improved because of the provision,
contained 1n the Presidential decree which declared a state of emergency
(still in effect), that permits exemptions from regular contracting procedures
for emergency works. This exemption permits direct contracting of emergency
works and reduces the time reguired for legal review substantially.

The Project funds provided for rehabilitation of physical
infrastructure will be administered by the Ecuadorean Development Bank
(BEDE) . BEDE will act as an intermediary, channelina funds to implementing
agencies and ensuring proper execution of the various subprojects. Given the
urgent needs to restore basic infrastructure, it is important that REDE
furction in an efficient manner. This section analyzes the appropriateness of
BEDE as the lead counterpart agency and examines ismsues relating to the
capability of BEDE to perform its role as intermediary.

a. Institutional fit

Two basic schemes for providing Project funds to the
sub-project activities were considered: (1) direct reimbursement by USAID to
the implementing agencies and (2) channeling the funds through an intermediary
institution. The former option was rejected because it implied a significant
additional administrative burden on USAID staff to the detriment of reqular
project irnplementatiuon and because it would limit flexibility to reprogram
funds among agencies. The viability of the second option depended on the
availability of a suitable Ecuadorean intermediary agency. BEDE was selected
for the following reasons.

(1) Function compatibility. The functions required of
the intermediary agency coincide closely with BEDE's normal program and
operating prccedures. BEDE was created in 1979 with the mandate to provide
financing the public sector agencies for priority development projects. BEDE
obtains resources from a percentage of petroleum export revenues and from
public sales of stock; the IDB and IBRD have also made major loans to BEDE.
In approving and supervising loans for public sector agencies (Ministries,
autonomous technical agencies, provincial and municipal governments), BEDE
performs the following functions:

>
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a) technical, financial, and legal review of loan applications;

b) evaluation of proposed projects in light of national development
priorities;

c) preparation of loan project document;
d) negotiation and approval of loans:

e) coordination of review and concurrence by other GOE agencies
(Ministry ot I'inance, Attorney General, CONADE) ;

£) provision ol acdvances;
qg) field inspection of projects;

h) technical and financial review of reimbursement documentation and
approval of payments.

These are the same functions that will be required for
carrying out the Limergency Rehabilitation Project

BEDE also has substantial lending experience in the
sectors targeted for assistance under the A.T.D. financed project. Frem its
creation through mid 1984 BEDE: approved loand with a total vzlue of 7.557.1
millions of sucres. With approximately 30% of these loans for
electrifications, low income housing, water and sanitation, schools and
irrigation systems.

In its iive years of existence BEDE's capitalization has
grown from 2.189.8 million of sucres to 40.000 millions or 38 times the
capitalization of Ecuador's largest private bank, and eight to ten times any
other state operated banking instituti,n. Stock holders in BEDE include 100

municipal governments, 16 provincial oroanizations and 14 development aaqencies.

(2) Expcrience with disaster rehabilitation. BEEDE has
been an active participant in GOL efforts to rehabilitate the Flood aflected
areas. 1In addition to its normal operations fund, REDE maintains an Emargancys
Fund for the reconstruction of infrastructure destroyed by natural disasters
in declared emergency zones. With the onset of the floodina, BEDE shifted
funds from other sources to increase the Imeraency Fund by 20 percent to three
billion sucres. BEDE has approved scveral loans which will fully utilize the
Emergency Fund. These projects involve primarily the reconstruction of
coastal highway systems. 1In addition, BEDE has stepped up efforst to identify
projects for funding under the normal operations fund to complement the
emergency rehabilitation works,
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(3) Lack of alternative agencies. REDE is the only GOE
agency which provides financing to the public sector for projects across a
wide range of sectors. The Ministry of Social Welfare (MSW) was considered as
a possihle cocrdinating agency because the Minister of Social Welfare was
designated as the overall coordinator for the GOE's disaster relief and
rehabilitation effors. However, the alternative was excluded because the MSW
itself has no functional role or capacity to serve as a coordinating
institution. The designation of the MSW as a coordinating agency would be in
name only. Similarly, the GOE's Civil Defense Board was considered as a
possible alternative. Civil Defense has important positive attributes: it has
an organization in every province in Ecuador and its mission is closely
related to th activities financed by the Project. Nevertheless, Civil Defense
is currently a weak institution. A.I.D. is providing resources to strengthen
Civil Defense's capacity, primarily through training, but it was determined
that this project is not an appropriate vehicle to carry out the institutional
strengthening of Civil Defense and that quick execution of activities could be
hindered by using Civil Defense as the coordinating mechanism.

b. Capability issues

The capability of BEDE to administer the project Grant
funds efficiently has been proven by its excellent performance in three basic
areas: project evaluation and approval; monitoring; and disbursements. BEDE
has established a branch office in Guayaquil which permits the
decentralization of certain functions and close coordination with the A.I.D.
financed contractor team.

(1) BEDM's Project evaluation and approval

Since 1ts inception, BEDE has approved an average of 2.5
leoans per month, The average processing time From receipt of application to
approval ot funding is six months. Compared to similar development banks in
other Latin American countries, REDE's performance in this regard is high and
indicative of the excellent management and organization of the institution.
Nevertheless, it is recognized by BEDE that much faster turn-around time will
be required for the A.I.D. Loan funded subprojects.

An analysis of previous loan processin., indicates two
main sources of delay both of which are external to BEDE's own evaluation and
approval procedures. One problem is incomplete or faulty technical and
financial studies submitted by the applicant. This has been most common with
municipal and provincial government applicants who have depended on their own
inadequate resources to prepare the studies. This problem should be largely
avoided in the A.I.D. financed supprojects which will be developed by well
established and technically qualified national agencies. In addition, BEDE's
normal loan involve new construction which requires thorough feasibility
studies. ‘The A.1.D. Loan will finance the reconstruction of existing
infrastructure, which entails less detailed studies as well as more rapid
internal review by BEDE.
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The second major source of delay has been the required
review of loans by external agencies, particularly the Ministrv of Finance.
This outside review will be minimized under the project. With regard to its
internal processing procedures, BEDE utilizes special streamlined procedures
for emergency projects. BFDE's recent experience with the use of these
procedures indicates that internal processing can be accomplished in about two
weeks. REDE has issued a special set of procedures taking into account the
special conditions of the Loan Agreement to ensure expeditious treatment of
the A.I.D. financed subprojects. 1In all, it is estimated that the subprojects
can be processed and approved within 60 days of A.I.D. obliaation.

(2) Monitoring

BEDE's capacity to monitor projacts in the past has been
limited by the size of its technical staff and its centralized organization in
Quito. The principal purpose of the new BEDF Guayaquil office is to
strengthen the monitoring of BEDE's substantial portfolio of proiects in the
coastal provinces. The office has a full time staff of six includina three
enjineers. BEDE will assign one engineer exclusively to oversee the A.I.D.
financed suprojects, and additional support from the other staff will be
provided as necessary. 'The BEDL enjlncers will coordinate their work
oncedules with the A.1.D. financed PsC engineers base in Guayaquil to ensure
an adequate level of site inspection.

(3) Disbursements

A key factor in the timely execution of the subprojects
is the provision of liquidity to the executing agencies. BREDE's normal
disbursement procedures are adeguate. One requirement which has been the most
common cause of delay is the signing of the contract between the borrower and
the tirm of agency doing the work. This should not present a problem for the
A.1.D. financed subprojects since the implementing agencies will use emergency
contracting procedures or will undertake the work by direct administration.
BEDE typically makes advances of up to 30 percent of the loan amount to
expedite mobilization, reimburses on the basis of expenditures and physical
progress reports submitted through the implementing agency. The internal
review and approval of reimbursement usually takes nc longer than five days.
Transfer of funds from the BFDE account in the Central Bank to the account of
the implementing agency takes another one or two days. Given the efficiency
of the reimbursement operation, there is no need for major redelegations to
the Guayaquil office. The speed of the reimbursement process has been
increased by allowing the BEDE engineers based on Guayaquil to perform the
technical review and send a summary report ad recommendation to the Quito
headqgual ters.

In summary, BEDE's internal operations pose no
significant constraints on project implementation. However, as an
intermediary institution, BEDE's control over the full implementation process



- 25 -

is limited. The critical factor will be the capacity of the implementing
agencies to provide adeguate on-site supervision of the works and to expedite
the flow of payments documentation and funds between the work sites in BEDE,

5. Environmental Concerns

The Initial Fnvironmental Examination for the project is
attached as Annex G. The loan financed infrastructure repair and
rehabilitation activities are intended to restore damaged or destroyed
facilities to operational conditions. They will improve the existing
environmental conditions on the coast. No significant adverse impacts on the
environment are foreseen. 'Threfore a negative environmental determination has
been recommended for these activities.

E.  Technical Assistance, Training, and Logistical Support

Grant funds in the amount of $1 million were reserved under Project
518-0046 for technical assistance, training and logistical support
activities. These funds have been obligated by contracts and 1imited scope
grant agreement outside of the major loan and grant agreements. In order to
implement the activities described in the prior sections quickly and
effectively, A.I.D. contracted the services of four long term engineering
advisors. These advisors perform two basic functions -- project monitoring
and the provision of technical assistance. This modality, which is already
being extensively used in USAID,Ecuador programs (eg. IRD irrigation, IRHDS
potable water and sanitation, forestry and housing), is an effective and an
efficient use of specialized resources.

The specialists, already contracted by Grant funding are PSCs and
one PASA, will continue with the project on a lona term hasis. A sanitary
engineer, a hydraulic engineer, two structural enaineers and an accounting
specialist are being [inanced with project funds. These individuals are
working closely with Iicuadorean counterpart staff. Specifically, the
hydraulic engineer works with INRHI on the agricultural infrastructure
rehabilitation activity and flood control, the sanitary engineer with IEOS on
the water and sanitation rehabilitation and the two structural engineers with
JNV/BEV on the reconstruction component of the the Guasmo infrastructure,
This technical assistance will work with the Government agencles on specific
implementation problems but will at the same time will strengthen the
technical capacity of institutions such as TNERHI, IEOS, the JNV/BEV and the
Munici;ality of Guayaquil by providing training to their personnel. A.I.D.
resources will fund fifty months of long term U.S. technical assistance, and
fifty four months of long-term FEcuadorean technical assistance, plus an
accountant, computer operator and support staff.

The total cost for technical assistance and logistic support is
estimated at US$370,782 above the funding already provided under the Project
Grant. Of this, $100,000 of deob-reob grant funds will be used, $100,000 in
Project Loan funds are reserved for technical assistance, and the Mission will

[
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request additional operational monies for the remaining $170,782. Annex R

shows months, support services, T.A. requirements and associated costs for
Project Implementation and Monitoring.

/1 /\
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ITII. IMPLEMENTATION ARRANGEMENTS

The loan agreement will be executed in the first instance by the
Ministry of Finance which will redelegate responsibility to the Banco
Ecuatoriano de Desarrollo (BEDE) which will serve as the project coordinating
agency. In turn, sub-agreements will be signed between BEDE and the
implementing agencies, INERHT, IEOS, and the JNV/BEV. (See Annex S for draft

of Sub-Agreement).

The sub-agreements will contain general provisions detailed project
description, cost estimates, a schedule for each activity with amount of tii.e
for execution and an estimated disbursement schedule on a monthly basis, plus
an agreement for counterpart funding requirements. The Ssub-agreement will
also delineate methods and formats for submission of requests for progress
payments, reports and content, evaluation schedule, and accounting procedures,

All progress payments will use a computerized form to standardize
formats and make instantly available physical and financial progress by
activity fo. each of the implementing agencies.

Two small IBM computers were purchased under the Grant portion of the
project which will be used far more extensively under this phase.

One million dollars of 518-0048 Grant funds were obligated by USAID
outside the project agreements which will be supplemented by another $100,000
of 518-F-043-A loan funds for technical assistance, and $200,000 in loan
monies destined to assist the BEDE in project monitoring.

A. Implementing Planning

1.  Project Timetable

The project will be implemented over a period of approximately
twenty-seven months from the date of signature of the Project Agreement. The
rationale for the short time provided for implementation of the project
activities is that they are emergency works which respond to urgent priorities
and which are feasible to execute within a short time period. Most activities
are expected to be disbursed before the PACD, however activities to be
implemented by IEOS and INERHT will require close to 21 months to implement,
and there could be four to five months overlap with the grant project
activities. Also, should Ecuador experience abnormal weather during 1984-85
the execution of many of the activities may be severely affected by heavy
rains and f'loods. In this event the activities would be reprogrammed where
possible, but USAID will be forthcoming in considering a PACD extension.

Annex I contains a general time-phased implementation schedule for the
project. With a September 1984 authorization, the schedule for key project
start up and implementation events will be:
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Activity Date
Project Agreement Signed September, 1984
Initial C.P.'s Met October, 1984

[oan Financed Sub-Agreements Nogotiated
and Signed November, 1984

Letter of Commitment and Initial
letters of Commitment Issued December, 1984

USAID Guayaquil Office moved to
more appropriate offices January, 1985

Extension of all PSC Advisors'
contracts February, 1985

Initial Infrastructure Rehabilitation

Underway February, 1985
Initial Shipments of Commodities

aArrive In-Country July, 1985
PACD December, 1986

2. A.I.D. Monitoring Arrangements

The large volume and widely dispursed of engineering desian
and construction work to be financed with project funds is clearly beyond
USAID's Direct Hire (one engineer) monitoring capacity. To assure that
monitoring is adequate (1) the project officer in Guayaquil will continue
although moved to a more appropriate location, and (2) the current PSC
advisors' contracts will be extended to the covered the projected
implementation schedule.

The U.5. Consulate in Guayaquil has generously donated office
space to the project during the past year, but an additional 27 project months
in depriving consulate personnel of office space is unreasonable. Therefore,
USAID/Ecuador has secured project office space in a newly opened Ministry of
Agriculture 24 story building.

The project office staff has been cut to minimum size for
monitoring purposes, with two American and two Ecuadorean enaineers, one
administrative secretary, three chauffers, and a part-time accountant. It may
be necessary to employ a computer operator one week a month for precessing
progress payments.

A
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No change in engineering staffing is contemplated especially
in view of the Andean Disaster Relief Management Assessment report which
concluded "The USAID contract engineers in Guayaquil have done an excellent
job of monitoring despite rather difficult travel conditions...."

Most of INERHI's activities can be monitored by day trips from
Guayaquil, approximately on-half of the IEOS activities, and the Guasmo
activities are located 20 minutes from the USAID office. All implementing
institutions have regional offices in Guayaquil and other coastal provincial
capitals.

BEDE's regional office in Guayaquil with three full time
engineers can readily review and informally approve reimbursement requests.
The direct hire engineer will be stationed in Quito but will travel frequently
to Guayaquil and the coastal provinces to technically supervise the A.I.D.
monitoring efforts in Guayaquil and will deal with BEDE and implementing
agency head offices located in Quito.

B. Evaluation Plan

Because of the short term nature of the project, it will be
formally evaluated only upon project completion.,

The evaluation will be jointly carried out be BEDE and A.I.D. with
the cooperation of the implementing institutions. It will analyze the impact
on the project beneficieries of the works financed under the project and audit
the use of project funds.

C. Conditions and Covenants

1. Conditions Precedent

The emergency nature of this project dictates that conditions
precedent to disbursement be minimized to the extent possible.

In addition t» the standard conditions precedent, the
following conditions will b + guired for disbursements for subproject
activities:

"Prior to any disbursement under the Loan, or to the issuance of any
commitment document pursuant to which disbursement will be made for any
subproject activity, the Borrower will, except as the Parties may
otherwise agree in writing, furnish or cause to be furnished to A.I.D.,
in form and substance satisfactory to A.I.D.:

{a) An agreement signed between the Central Bank of Ecuador and
BEDE pursuant to which the Central Bank, acting as the Borrower's Fiscal
Agent, transfers to BEDE the funds provided under this Loan Agreement
for project implementation, and

1M
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(b) The agreements signed by the implementing institution and the
institutions responsible for implementing each of the subprojects which
will define the rights and responsibilities of the signatories. Each
agreement will include, among other things, a description of the
activities to be included in the subproject, a budget for the
subproject, a definition of the financial and operational support to be
provided by the implementing institution involved in the subproject, a
schedule of the subproject activities, and a description of the reports
that the implementing institution will submit to the Rarrower and A.I.D."

2. Covenants

Four covenants related !'o evaluation of the program are
recommended with specifics to include:

(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 problems might be overcome; and

(d) evaluation, to the dearee feasible, of the overall development
impact of the Project.
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COUNI'RY CHECKLIST

A. GENERAL CRITERIA [FOR COUNI'RY

FLIGIBILI'LY

1.

FAA Sec, 48l; I'Y 1984 It has not been so determined.
Continuing Resolution. Has it The GOE has an active narcotics
been determined or certified program with USG support.

to the Congress by the
President that the Government
of the recipient country has
failed to take adequate
measures or steps to prevent
narcotic and psychotropic
drugs or other controlled
substances (as listed 1in the
schedules in section 202 of
the Comprehensive Drug Abuse
and Prevention Control Act of
1971) which are cultivated,
produced or processed
illicitly, in whole or in
part, in such country or
transported through such coun-
try, from being sold illegally
within the jurisdiction of
such country to United States
Government personnel or their
dependents, or from entering
the United States unlawfully?

FAA Sec., 620(c). 11 assist- No such case is known.
ance 1s to a government, is
the government liable as
debtor or unconditional
guarantor or any debt to a
U.S. citizen for gools or
services furnished or ordered
where (a) such citizen has
exhausted available leqal
remedies and (b) the debt 1is
not denied or contested by
such government.?

FAA bec. 620(e) (l). 1f as- No.
sistance is to a government,
has it (including government
agencies or subdivisions)
taken any action which has the
effect of nationalizing, ex-
propriating, or otherwise
seizing ownership or control
of property ol U.5. citizens
or entities beneficially owned
by them without taking steps
to discharge its obligations
toward such citizens or enti-
ties?
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6.

FAA Sec. 532(c), 620(a),
620(£), 620D; I'Y 1982 Appro-
priation Act Secs. 512 and
513, TIs recipient country a
communist country? Will as~
sistance be provided to Ango-
la, Cambodia, Cuba, Laos,
Vietnam, Syria, Libya, Iraqg,
or South Yemen? Will assist-
ance be provided to Afghanis-~
tan or Mozambique without a
waiver?

ISICA ol L8 boees. 720, 127,
728 and 730. lor specilic
restrictions on assistance to
Nicaragua, sece Sec. 724 of the
ISICA of 1981, Por specific
restrictions on assistance to
El Salvador, see Secs. 727,
728 and 730 of the ISIXI. of
1981L.

FAA Sec. 620(3). Has the
country permitted, or failed
to take adequate measures to
prevent, the damage or de-
struction by moh action of
J.S. property?

' e, h.’.l)(l_)_..~ Has Uhe
conntry fLailled Lo enler into
An o aqrecment wilh Qe

FAA Sec. 620(o); Fishermen's
Protective Act of 1967, as
amended, Sec. 5. (a) llas the
country seized, or imposed any
penalty or sanction against,
any U.S. fishing activities in
international waters?

(b) If so, has any deducticn
required by the Fishermen's
Protective Act been made?

ANNEX C
Page 2 of 19

N/A

No.

Yo,

In accordance with the
Administrator's taking into
consideration memo dated January
31, 1983 there have been no such
seizures by BEcuador.

No.

\K ! /



10.

11.

FAA Sec. 620(q); FY 1982

Appropriation Act Sec. 517.

(a) Has the government of the
recipient country been in de-
fault for more than six months
on 1interest or principal of
any AID loan to the country?

(b) Has the country been in
default for more than one year
on 1nterest or principal on
any U.S. loan under a program
for which the appropriation
bill appropriates funds?

FAN Sec. 620(s). Tt contem-
plated assistance is develop-
ment loan or from Economic
Support Fund, has the Adminis-
trator taken into account the
amount of f[oreign exchange or
other resources which the
country has spent on military
eqguipment? (Reference may be
made to the annual "uking
into Consideration” memos
"Yes, taken into account by
the Administrator at time of
approval of Agency OYB." This
approval by the Administrator
ol. the OUperational Year Budget
can be the basis for an af-
firmative answer during the
fiscal year unless significant
chamnges in circumstances
occur.)

FAA Sec. 620(t). llas the
country severed diplomatic
relations with the United
States? Il so, have they been
resumed and have new bilateral
assistance agreements been
negotiated and entera! into
since such resumption?

ANNEX C
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Yes. 1In accordance with the
Mministrator's taking into
consideration memo dated January
31, 1983, these factors have
been taken into account.

No.,



12.

13,

4.

15.

FAA Sec, 620(u). What is the

payment status of the coun-
try's U.N, obligations? It
the country is in arrears,
were such arrearages taken
into account by the AlD
Administrator in determining
the current AID Operational
Year Budget? (Reference may
be made to the Taking into
Con~ sideration memo.)

FAA Sec. 620A; FY 1982 Appro-

priation Act Sec 520. tias the

country alded or abetted, by
granting sanctuary from prose-
cution to, any individual or
group which has committed an
act of international terror-
ism?  Has the country aided or
abetted, by grant ing sanctuary
Lrom prosecution ta, any tndi-
vidual or yroup which has com-
mitted a war criige?

FFAA Bec. 6b6.  oes the coun-
try object, on the basis of
race, religion, national ori-
gin or sex, to the presence of
any olficer or employee of the
U.S. who is present in such
country to carry out economic
development proqrams under the
FAA?

FAA Sec. 669, 670. Has the
country, after August 3, 1977,
delivered or received nuclear
enrichment or reprocessing
equipment, materials, or tech-
nology, without specified
arrangements or safeguards?
Has it transferred a nuclear
explosive device to a non-
nuclear weapon state, or if
such a state, either received
or detonated a nuclear explo-
sive device, after August 3,
19772 (FAA Sec. 620FE permits a
special waiver ol Sec. 669 for
Pakistan.)

ANNEX C
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Payment status is current.

No.

No.

No.



l6.

17.

18.

ISDCA of 1981 Sec. 720. Was

the country represented at the
Meeting of Ministers of loreign
Afftairs and lleads of Deleya-
tions of the Non-Aligned
Countries to the 36th General
Session of the U.N. of Sept.
25 and 28, 1981, and failed to
disassociate itself from the
communique issued? If so, has
the President taken it into
account? (Reference may he
made to the Taking into Con-
sideration memo.)

ISDCA of 1981 Sec. 721. See
special requirements for
assistance to laiti.

I'Y 1984 Continuing

Resc lution. llas the recipient
country been determined by the
President to have ongaged in a
consistent pattern ot
opposition to the foreign
policy of the United States?

ANNEX C
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Yes.

Yes.

In accordance with the
Administrator's taking into
consideration memo dated January
31, 1983 these factors have been
taken into account.

N/A.

The President has not issued
such a certification for Ecuador.

b

Pratig



3.

FUNDING SOURCE CRITERIA POR

QOUNIRY ELIGIBILITY

1.

N

Development Assistance Country

Criteria.

a. FAA Sec. 116. Has the De-
partment of State determined
that his government has en-
gaged in a consistent pattern
of gross violations ot inter-
nationally recognized human
rights? 1l s0, can 1t be de-
monstrated that contemplated
assistance will directly bene-
fit the needy?

lconomic Support Fund Country

Criteria.

a. DUAA Sec. 502B. Has it
been determined that the coun-
try has engaged in a consist-
ent pattern of gross vinla-
tions of internationally re-
cognized human rights? 1If so,
has the country made such sig-
nificant improvements in its
human rights record that fur-
nishing such assistance is in
Lhe national interest:

b. LSDCA of 1981, See,

725(b) . If ISl 1s to bn

furnished to Argentina, has
the President certified that
(1) the Govt. of Argentina has
made significant progress in
human rights; and (2) that the
provision of such assistance
is in the national interests
of the U.S.?

ANNEX C
Page 6 of 19

‘The Department of State has not
determined that Ecuador is a
violator of human rights.

N/A.

N/A.
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Co ISIXCA oL 1981, Sec. N/A.
726 (b) . If ESI assistance is
to be furnished to Chile, has
the President certified that
(1) the Govt. of Chile has
made significant progress in
human rights; (b) it is in the
national interest of the U.S.;
and (3) the Govt. of Chile is
not aiding international ter-
rorism and has taken steps to
bring to justice those in-
dicted in connection with the
murder of Orlando lLetelier?




PROJLCT CHECKLIS™

A. GENERAL CRITERIA FOR PROJECT

1.

'Y 1982 Appropriation Act Sec.

523; FAA Sec. 634A; Sec.
053 (b).

(a) Describe how authorizing
and appropriations committees
of Senate and llouse have been
or will be notified concerning
Lhe project; (b)) 1s ansistance
within (Operational Year
Budget) country or interna-
tional organization allocation
reported to Conyress (or not
wore than $1 million over that
amount) ?

FAA Sec. 6l1(a) (). Prior to

obligation in excess of
$100,000, will there be (a)
engineering, financial or
other plans necessary Lo carry
out the assistance and (b) a
reasonable firm estimate of
the cost to the U.S. of the
assistance?

FAn Sec. 611(a) (2). 10 fur-
ther legislative action is re-
guired within recipient. coun-
try, what is basis for reason-
able expectation Lhat such ac-
tion will he completed in time
to permit orderly accomplish-
ment of purpose of the assist-
ance?

FAA Sec. 611l(b); FY 1982
Appropriation Act Sec. 501.

If for water or water-related
land resource construction,
has project met the standards
and criteria as set forth in
the Principles and Standards
lor Planning Water and Related
Land Resources, dated October
25, 19732

ANNEX C
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The Project was described in a
notification submitted to
Congress on April 5, 1984,
'unding established by
Congressional concurrence.

b. No.

a. Tinancial and Engineering
plans are included in the
Project Paper.

b. Yes.

No such action is required.

Project has a component for the
emergency rehabilitation of
levees, dikes and irrigation
canals as well as channel
restoration which meets
standards and criteria set forth
in Principles and Standards.

AN



o.

FAA Sec. 6ll(e). 1f project
is capital assistance (e.y.,
construction), and all U.S5.
assistance for it will exceed
$1 million, has Mission Direc-
tor certified and Regional As-
sistant Administrator taken
into consideration the coun-
try's capability effectively
to maintain and utilize the
project?

FAA Sec. 209. Is projeclt sus-
ceptible to execution as part
of regional or multilateral
project? 1f so, why is pro-
ject not so executed? Infor-
mation and conclusion whether
assistance will enccrage re-
gional development programs.

FAA Sec. 601(a). Information
and conclusions whether pro-
ject will encourage efforts of
the country to: (a) increase
the flow of international
trade; (b) foster private ini-
tiative and competition; and
(c) encourage development anci
use of cooperatives, arnd
credil unions, and savings and
laan associations; (d) dis-
courage monopolistic prac-
tices; (e) improve technical
efficiency of industry, agri-
culture and commerce; and (f)
strengthen free labor unions.

FAA Sec. 601(b). Information
and conclusions on how project
will encourage U.S. private
trade and investment abroad
and encourcge private U,S.
participat-.on in foreign as-
sistance programs (including
use of private trade channels
and the services of U.S. pri-
vate enterprise).

ANNEX C
Page 9 of 19

Yes.

The project purpose is an
emergency rehabilitation
project. It will foster private
enterprise and increase the flow
of international trade by
restoring agricultural lands to
productive condition.

Project will encourage U.S.
trade abroad by providing
foreign exchange for the
importation of U.S. source
commodities,

T
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10.

li.

13.

FAA Sec. 612(b), 63G(h); IY
1982 Appropriation Act Sec.
507. Describe steps taken to
assurc that, to the maximum
extent possible, the country
is contrivuting local curren-
cies to meet the cost of con-
tractual and other services,
and foreign currencies owned
by the U.S. are utilized in
lieu of dollars.

FAA Sec. 612(d). Does the
U.S. own excess foreign
currency ot the country and,
if so, what arrangements have
bheen made for its release?

FAA Sec. 601(e). Will the
project utilize competitive
selection procedures for the
awarding of contracts, except
where applicable procurement
rules allow otherwise?

FY 1982 Appropriation Act.
Sec. 521, If assistance is
for the production of any com-
modity for export, is the com-
modity likely to be in surplus
on world markets at the time
Lthe resulting productive ca-
pacity becomes operative, and
is such assistance likely to
cause substantial injury to
U.S. producers of the same,

similar or competing commodity?

FAA 118(c) and (d). Does the
project comply with the en-
vironmental procedures set
forth in AID Requlation 16?
Does the project or program
take into consideration the
problem of the destrucl.ion ol
tropical forests?

ANNEX C
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Host country counterpart
contributions, including in-kind
support, are estimated at 25
percent of total project costs.

No.

Yes.

N/A.

Yes.

N/A.



14, FAA 121(d).
oct, has a determination beon

It a Sahel proi-

madle: That  Thee hont qovernnenl
has an adequate systen lor ac-
counting for and controlling
receipt and expenditure of
project funds (dollars or
local currency generated
therefrom)?

B. FUNDING CRIYTRIA FOR PROJECT

1.

Development Assistance Project

Criteria

a. FAA Sec. 102(b), 111, 113,

281l (a). Extent to which acti-
vity will (a) effectively in-
volve the poor in development,
by extending acces:s to econoiny
at local level, increasing
labor-intensive production and
the use ol appropriate bech-
nology, spreadirn investient
out from cities to small towns
and rural areas, and insuring
wide participation of the poor
in the benefits ol development
on a sustalned basis, using
the appropriate U.5. institu-
tions; (b) help develop coope-
ratives, especially by tech-
nical assistance, to assist
rural and urban poor to help
themselves toward better life,
and otherwise encouraye demo-
cratic private and local go-
vernnental institutions; (o)
support the solf-help etlorts
el developing countrics; (d)
promote the participal ton of
developing cooantres and the
improvement of women's status;
and (e) ucllize and encourage
regional cooperation by de-
veloping countries?

ANNEX C
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N/A.

The project is an emergency
rehabilitation project. It will
involve the poor in development by
employment in rehabilitation
activities. ''he benefliciaries
reside in small towns, rural areas,
and urban migrants driven from farm
lands by flooding.



b. FAA Sec. 103, 103A, 104,
105, 106. Dboes the project
fil the criteria for the Lype
of lunds (tunctional account)
being used?

C. IFAA Sec. 107. 1s cmphasis
on use of appropriate technol-
ogy (relatively smaller, cost-
saving, labor-using technolo-

gies that are generally most
appropriate for the small

farms, small businesses, and
small incomes of the poor)?

d. FAA Sec. 110(a). Will the
recipient country provide at
least 25% of the cost of the
program, project, or activity
with respect to which the as-
sistance is to be furnished
(or is the latter cost-sharing
requirenent being waived lor o
"retatively loast deve Llopesd®
country)?

e. FAA Sec, 110(b). Will grant
capital assistance be disbur-
sed f[or project over more than
3 years? If so, has justifi-
cation satisfactory to Con-
gress been made, and efforts
for other financing, or is the
recipient country "relatively
least developed"? (M.0.
1232.1 defined a capital proj-
ect as "the cornstruction", ex-
pansion, equipping or altera-
tion of a physical facility or
facilities financed by AID
dollar assistance of not less
than $100,000, including re-
lated advisory, managerial and
training services, and not un-
dertaken as part of a project
of a predominantly technical
assistance character.

ANNEX C
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The project is an emergency project
that is funded in accordance with
Lhe anthority contained in Section
492(b) of the IAA.

Because of the emergency nature of
the project, technologies which
permit the most rapid completion of
rehabilitation works will be used.

Yes,



f. FAA Sec. \22(b). Does the
activity give reasonable prom-
ise of contributing to the
development of economic re-
sources, or to the increase of
productive capacities and self-
sustaining economic growth?

g. FAA Sec. 28.(b). Describe
extent to which program recog-
nizes the particular needs,
desires, and capacities of the
people of the country; uti-
lizes the country's intellec-
tual resources Lo encourage
institutional development; and
supports civil education and
training in skills required
for eftective participation in
governmental processes essen-
tial to self-government.

Development Assistance Project
Criteria (Loans Only)

a. PAA Sec. 122(b). Informa-
tion and conclusion on capaci-
ty ol the country to repay the
loan, at a reasonable rate of
interest.

b. FAA Sec. 620(d). 1L as-
sistance is for any productive
enterprise which will compete
with U.S. enterprises, is
there an agreement by the re-
cipient country to prevent ex-
port to the U.5. of more than
20% of the enterprise's annual
production during the life of
the loan?

C. ISLCA of 1981, Sec. 724(c)

and (d). IL for Nicaraqgua,

does the loan agreement re-
quire that the funds bhe used
to the maximum extent possible
for the private sector? Does
the project provide for moni-
toring under FAA Sec. 624(g)?

ANNEX C
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Yes. The project will help
reactivate agricultural production
and rehabilitate economic
infrastructure damaged by rains and
floods and will thus contribute to
increase of productive capacities.

The project seeks to overcome the
extremely adverse effects of
inclement weather by rehabilitating
of physical infrastructure which
will permit Feuadoreans to realize
their productive potential.

The PP analyzes the ability of the
country to reply and concludes that
it can do so.

N/A.

N/A.

L



3.

Project Criteria Solely lor
Economic Support Fund

a. 'AA Sec. 531(a). Will this
assistance promote economic or
political stability? To the
extent possible, doecs it re-
flect the policy directions of
FANA Section 1027

bo FAA Sec. H31(¢). Will as-
sistance under this chapter be
used ftor military, or para-
military activities?

Co PAA Bec. 531, Wi1ll ks
funds be used to finance the
construction of the operation
or maintenance of, or the sup-
plying of fuel for, a nuclear
facility? If so, has the
President certificd thal such
use of funds is indigpensable
to nonproliferation ohjec-
tives?

d. FAA Sec. 609, Tf commodi-
ties are to be grantal so that
sale proceeds will acerue Lo
the recipient country, have
Special Account (counterpart)
arrangements been made?

N/A.

N/A.

N/A.

N/A.

ANNEX
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A.

1.

STANDARD T''EM LIST

Procurement

F'AA Sec. 602. nre there arran-
gements to permit U.S. small
business to participate equi-
tably in the furnishing of
commodities and services fi~
nanced?

FAA Sec. 604(a). Will all

procurement be from the U.S.
except as otherwise determined
by the President or under de-
legation from him?

FAA Sec. 604(d). It the co-
operating country discrimi-
nates aqainst marine insurance
companties aut horized Lo do
business in the U.S5., will
comnodities be insured in the
United States against marine
risk with such a company?

FAA Sec. 604 (e); 1SDCA of 1980

Sec. 705(a). 1If off-shore
procurement of agricultural
commodity or product is to be
financed, is there provision
against such procurement when
the domestic price of such
commodity 1s less than parity?
(Exception where commodity fi-
nanced could not resonably be
procured in 11.S.)

I'NA Hec. 604(g). Will con-

struction or enqincering serv-
ices be procured from [irms of
countries otherwise elegible
under Code 941, but which have
attained a competitive capa-
brlity 1n international wmar-
Kets in one of these areas?

ANNEX C
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The commodities to be procured
under the project generally cannot
be obtained from small businesses.
Technical services will be obtained
from individuals.

Yes.

ticuador does not discriminate
agalnst U.S. marine insurance
companies.

N/A.

No.

U‘"\{



9.

FAA Sec. 603. 1Is the shipping
excluded from compliance with
requirement in section 901 (b)
of the Merchant Marine Act of
1936, as amended, that at lest
30 per centum ol the qross
tonnage of commodities (com-
puted separately for dry bulk
carriers, dry cargo liners,
and tankers) financed shall be
transported on privately owned
U.S. tlag commercial vessels
Lo the extent that such
vessels are available at fair
and reasonable rates.?

FAA Sec. 621. If technical
assistance is financed, will
such assistance be furnished
by private enterprisc on a
contract basis to the fullest
extent practicanle? Tf the fa-
cilities of other Federal
agencies will be utilized, are
they particularly suitable,
not competitive with private
enterprise, and made available
without undue interference
with domestic programs?

International Air ‘Transport,
Fair Competitive Practices
Act, 1974, 10 air tronsporta-
fﬂi??ﬂ;lmrsuns or property is
financed on grant basis, will
U.S. carriers be used to the
extent such service is avail-

able?

FY 1982 Appropriation Act Sec.
204. Tf the U.S. Government
1s a party to a contract for
procurement, does the contract
contain a provision authoriz-
ing termination of such con-
tract for the convenience of
the United States

ANNEX C
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N()o
Yes.
Yes.,
Yes,



BQ

C.

1.

[\
.

Construction

FAA Sec. 601(d). If capital

(e.g., construction) project,
will U.S. engineering and pro-
fessional services to be used?

I'AA Sec. 6l1l(c). 1f contracts
for construction are to be fi-
nanced, will they be let on a
competitive basis to maximum
extent practicable?

FAA Sec. 620(k). IE for cons-
truction of productive enter-
prise, will aggregate value of
assistance to be furnished by
the U.S. not exceed $100 mil-
lion (except for productive
enterprises 1n lLgypt that were
described in the CP)?

Other Restrictions

1.

FAA Sec. 122(b). If develop~
ment loan, 1s 1nterest rate at
least 2% per annum during
grace period and at least 3%
per annum therealter?

FAA Sec. 301(d). 1f fund is
established solely by U.S.
contributions and administered
by an intenational organiza-
tion, does Comptroller General
have audit rights?

FAA Sec. 620(h). Do arrange-
ments exist to insure that
United States foreign aid is
not used in a manner which,
contrary to the best interests
of the United States, promotes
or assists the foreign aid
projects or activities of the
Communist-bloc countries?

Will arrangements preclude use
of financing:

ANNEX C
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Yes, when local firms cannot supply
such services.

Yes; exceptions permitted by
applicable A.I.D. regulations will
be invoked because of the emergency
nature of the project.

N/A.

Yes.

N/A.

Yes.

Yes, for all items.



a. FAA Sec. 104(f); FY 1982
Appropriation Act. Sec. 525:
(1) To pay for performance of
abortions as a method of fami-
ly planning or to motivate or
coerce persons to practice
abortions; (2) to pay for per-
furmance of involuntary steri-
lization as method of family
planning, or to coerce or pro-
vide financial incentive to
any person to underqgo sterili-
zation; (3) to pay for any
biomedical research which re-
lates, in whole or part, to
methods or the performance of
abortions or involuntary ste-
rilizations as a means of
Lamily planning; (4) to lobby
for abortion?

b. FAA Sec. 620(g). To com-
pensate owners for expropri-
ated nationalized property?

c. FAA Sec. 660. To provide
training or advice or provide
any financial support for
police, prisons, or other law
enforcement forces, except for
narcotics programs?

d. FAA Sec. 662. For CIA
activities?

e. PAA Sec. 636(1). l'or pur-
chase, sale, lony-term lease,
exchange or guaranty of the
sale of motor vehicles manu-
factured outside U.S., unless
a waiver is obtained?

£. FY 1982 Appropriation Act,
Sec. 503. To pay pensions,
annuities, retirement pay, or
adjusted service compensation
for military personnel?

ANNEX C
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g. 'Y 1982 Appropriation Act,
Sec. 505. To pay U.N. assess-
ments arrearages or dues?

h. Y 1982 Appreopriation Act,
Sec. 506. To carry out provi-
sions of FAA section 209(d)
(Transfer of FAA funds to mul-
tilateral organizations for
lending) ?

i. FY 1982 Appropriation Act,
Sec. 510. To [inance the ex-
port of nuclear equipment,
fuel, or technology or Lo
Lrain loreign nationals in
nuclear fields?

j. FY 1982 Appropriation Act,
Sec. 511, Will assistance be
provided for the purpose of
alding the efforts of the go-
vernment of such country to
repress the legitimate rights
of the population of such coun-
try contrary to the Universal
Declaration of Hwnan Riqghts.?

k. FY 1982 Appropriation Act,

Sec., 515. To be used for pub-
licity or propaganda purposes

within U.S. not authorized by

Congress?

ANNEX C
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ANNEX D

Page 1 of 5
PROJECT AUTHORTZATION
(Amendment No, 1)
Name of Country: Ecuador
Name of Project: Emergenéy Rehabilitation
Number of Project: 518-0046
Loan Number: 518-F-043

l. Pursuant to Section 492(b) of the Foreign Assistance Act of
1961, as amended, the Emergency Rehabilitation project for
Ecuador was authorized on September 26, 1983 (the
"Authorization"). The Authorization is hereby amended as
follows:

a. Lines 3 and 4 of Section 1 of the Authorization are
hereby amended by deleting the words "Six Million United
States Dollars ($6,000,000) in loan funds ("Loan")" and
substituting in the lieu thereof the words "Sixteen
Million United States Dollars {$16,000,000) in loan
funds ("Loan")".

b. Line 12 of Section 1 of the Authorization is hereby
amended by deleting “"cighteon (18)Y and substituting in
Iicu thercot "thirty nine (39)".

2. Except as expressly modified or amended hereby, the
Authorization remains in full force and effect.

Moty C o

Orlando LIcnze (J
MissiOnfpf{2ctor
NSAID/fcuador

. %@/f)'x___ .
Nate

CLEARANCES : )
ENG: B.Facey 4 7

.

Fliib: Kl'arr IRALALS
RDO: JCoodwin _.n’:'z;.':/, o
O/CONT: WRoss _ yqd
O/DP: PMaldonado .’ >~
A/DIR: PFritz < "'~
RLLA: Andams (hprhone),(5/9/84)

v
DRAFTED BY: O/DR: RJIStdaniwmrf (4/27/84
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ANNEX D
“':'H(' ool

PROTRET_AUTHORT ZAT1ON

Name of Country: Fcuador
Name of Project: Emergency Rehabilitation
lumber of Project: 518-0046

Mumbxer of loan: 518-F-043

1. pPursuant to Section 492 (b) of the Foreign Assistance Act of 1961, as
amended, 1 hereby authcrize the Emergency Rehabilitation Project for Ecuador
involving planned obligations of not to exceed Six Million United Sates
Dollars ($6,006,000) in loan funds ("Toan") and Seven Million United States
Dollars ($7,000,000) in arant funeds ("Grant") over a three (3) year period
{rom dito ol anthotization, <abject to the availability of funds in accordance
with the #.T.D. Ovkrallotment process, to help in financing foreign exchame
and local currency conts for the project. USATD/Lcuador may obligate up to
One Miilion United States Dollars (US$1,000,000) of Grant funds outside of the
project Agrecments to finance long and short term technical assistance,
training and logistic support for implementation of project activities. The
plarned life of the project is eighteen (18) months from the date of initial
obligation.

2. The project ("Project") consists of assistance to Ecuador to implement
o ency relicf, rehabilitation and reconstruction activities in response to
sive rains and flooling ascociated with the "El Nifio" phenomenon.

3. The Project Agreeacnte, which may be negotiated and exncuted by the
afficer to whem sucl., authority ic delegated in accordance with ALT.D.
regulations and Delecaztions of Authority, shall be subject to the following
essential terms and covenants and major conditions, together with such other
terms and conditions as A.1.D. may deem appropriate.

a. Interest Rate and Terms of Repayment

Feuador shall repay the Lean to AJT.D. in U.€. Mollars within tventy-five
(25) years rrom the date of first dichursement of the Loan, including a
grace period of not to exceed ten (10) years, Ecuador shall pay to A.1.D.
in U.S. Dollars interest from the date of first disbursement of the Inen
at the rate of (i) two percent (2%) por annum during the first ten (10)
years, and (11) three percent (3%) per annum thercafter, on the outstandiny
disbursed balance of the Toan and on any due and unpaid interest accrued
thereon.

SV
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ANNEX D

Page 3 of 5
be o and erigin of Com i Les, Maionality of_Serviees (Loan)

Comnorditics financed by ALT.b. under the Loan shall have their source in
the United States and their origin in countries included in A.I.D.
iowgraphic Code 941, except as ALT.D. may otherwise agree in writing.
ineept for ocean shippirg, the suppliers of commodities or services
“inanced under the IToan chall have Fceuador, or countries included in
h.1.0. Geographic Code 941 as their place of nationality, except as A.I.D.
mzy otherwise aqgree in writing. Ocean shipping financed by A.I.D. under
the Loan shall b» financed only on flag vessels of Ecuador or countries
included in A.1.0. Geographic Code 941, except as A.I.D. may otherwise
agree in writiir:,

c.  Source cni Crigin of Commodities, Nationality of Services (Grant)

Commodities finarced by A.T.D. under the Grant shall have their source and
origin in Ecuador or in the United States, except as A.I.D. may otherwise
agree in writing. Except for ocean shipping, the suppliers of commodities
or scrvices finapced under the Grant shall have Ecuador or the United
States as thedr place of nationality, except as ALT.D. may otherwise agree
inwriting.,  Coean shipping financed by A.T.D. under the Grant shall be
Financed only on flig vessels of the United States, except as A.I.D. may
vtherwise agree in writing.

d.  Condition Precedent to Dishbursement for Imported Agricultural Inputs
{Loan)

Prior to any dizbursement, or to the issuance of any commitment documents
under the Project foan Agrecent to finance the purchase of any imported
aqricultural inpmt, Bouador shall, except as the Parties may otherwise
agree in writloe, farnish te AJTLD., in form and substance satisfactory to
AT.D., a lict of the eligible agricultural inputs to be financed under
the Project, and a list of the criteria and requirements for determining
importer eligibiiity.

e. Condition Precedent to Disbursement for Emergency Rehabilitation
Subprojects (Grant)

Prior to any dizhursenent or to the issuance of any commitiment documents
tder the Project Grant Agreement to finance any emergency rehabilitation
rabprojoct activity, beonoor chall, except an the Parties may otherwise nqree
Inwriting, Munish to ALT.b,, in form and substance satisfactory to A.I.D. a
signed agreement between the Peuadorean Development Bank and the institution
lmplementing the subproject, which defines the rights and responsibilities of
the sianatoriec, including a decoription of the activities to be included in
the subprojmct, a budget for the Grant funds, a definition of the financial
ard operational cupport to b provided by the implementing institution
involved in the subproject, a schedule of the subproject activities, and a
description of the reports that the implementing institution will submit to
the Ecuadorean Development Bank and A.I.D.



ANNEX D
Page 4 of 5

£. Covenants (Loan and Grant)

Ecuador shall covenant that, unless A.I.D. otherwise agrees in writing:

(1) 7t shall make available to the National Development Bank the resources
provided pursuant to the Project. for purposes of providing credit to small and
medium farmers who have been affected by the consequences of the natural

disaster which ocurred in 1983.

(2) The credit activities to be financed pursuant to the Project shall be
mutually agreed to by the National Development Bank (MNDB) and A.I.D., and that
the NDB will furnish to A.I.D., in form and substance satisfactory to A.I.D.,
a plan which identifies the beneficiaries of the credit activities and crops

that will be financed.

(3) The reflows from credit made available pursuant to the Project shall
continue being made available by the NDB to small and medium farmers during a
perind of at least five years.

(4) The rescurces made available pursuant to the Project shall not be used
to refinance existing debts, to finance land purchases, or to finance
agricultural credit to large producers with capital which exceeds five million
sucres.

(5) It will fmplement the Project in a priority manner and, when
applicable, will use the authorities established in Presidential Decree 1411
dated December 28, 1982 which declared the state of emergency, and will give
general priority to the inportation of agricultural inputs needed to promote
agricultural rchabilitation.

(6) Tt will cause the institutions participating in omeraency
rehabilitation subprojects to implement ther in a priority manner, and that
the Ecuadorean Development Pank shall be responsible for the coordination,
control and supervision of such subprojects.

(7) It will make reasonable efforts to assure that pesticides acquired
through the agricultural credit program financed pursuant to the Project are
properly handled and utilized by the beneficiary agricultural producers.

(8) It will use its best efforts to assure that accurate arrival and
clearance records are maintained by customs autorities; comnodity imports are
promptly processed through customs at ports of entry; such commodities are
removed from customs and/or borded warchouses within fifteen (1%) working days
{rom the date the commoiitics are unloadaed from the vecsel at port of entry,
unless the inporter is hindered by force majeure; and commaditices financed
under the Project will not be reexported.
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{. Waiver

1.1.D. nationality recuircements are hereby waived to permit contracting up
U0060,000 for grant-financed technical assistance for Project coordina-
i, supervision and monitoring with (_ontr.u tors whose nationalities are in
uantries included in ALl D. Geoqraphic Code 941,

T FARANCES.,

Q 'DPPMalAdonadn
O/CONIWROES b
D/TR:PIC t2

IND RHENIHTR IR 'n

orreporr Al
Lol ’»Jomur S 3

DRAFICD BY:A. Adams



ANNEX F
Page 1 of 1

CERTIFICATION PURSUANT TO SECTION 611 (e) OF THE FOREIGN

ASSISTANCE ACYT OF 1961, AS AMENDED

I, Orlando Llenza, the principal officer of the Agency for
International Development in BEcuador, having taken into
consideration among other factors, the maintenance and
utilization of projects in licuador previously financed or
assisted by the United States, do hereby certify that in my
judgement licuador has the technical capability and the
physical, financial, and human resources to utilize and
maintain effectively the proposed additional loan funding of
ten million United States Dollars (US$10,000,000) from the
Government of the United States of America to the Government of
Bcuador for the Emergency Rehabilitation Project.

I'yis judgement 1s based on: (a) the fact that the project
design, as described in the Project Paper, takes into account
existiry GOE institutional capacities to utilize and maintain
project resources; and (b) the USAID's previous experience with
the maintenance and utilization of other projects in Ecuador
previously financed or assisted by the United States.

7

Orlando T P4
Director, USATb/Ecuador
'

September 17, 1984
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PRZ;LCT DTUCH SUMMARY

PREESS )

L3S.CAL FREAMEXORK

NANZATIVE SUMMARY

rojoct Purpeset (B-1)

To assist the Government of
Ecuador to implement critical
reliei rehabilitation,
reconstruction and mitigation
activities related to the

"El Nino'" disaster.

Lofe of Diceesr:

From FY 1983 t-,F"_lQBZ ——
Tere! U-S.Fv“ﬂ‘ﬁ1$73 “““ “““

cte Fu::'r-d'
9/16/84 »pacz2

WL ANS CF VERIFICAI.ON

TP GRS AT ASIUMPTIONG

]
: - +
Conditions thot wiil indicale purpsse has bean!
echieved: End-of-Prajact stctus. (3-2)

l.a. At least 85,000 has.
of agricultural land
protected.

b. Some 76,000 urban
inhabitant. in Quevedo
and Mocache protected
against future flooding.

2. Potable Water and Sani-
tation Systems functional
in 64 communities.

3. Streets and drainage
reconstructed for 60 kms.
in urban "E1 Guasmo'.

Street lighting provided
for 45 kms.

Potable water avzilable
to 6,000 families living
in E1 Guasmo.

i3-3)

1. Post project evaluation

2. USAID Records.

3. Implementing Agency
Records.

1

4. Field Inspections

Assumptions for ochieving purpepe: {B-4)

1. Repairs and rehabilitatica

are only constraint on
restoratica of services.
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N3 CATORS T

MEANS OF YEI S.ZATICH T

IMPCRTANT ASSL_ WPT.InS

Peojoct Outpuri: 1C-1)

l.a

. Dikes and levees repairedi

and

. Flood control works
constructed

Water and Sewer
Repaired.

Portion of "El Guasmo"
urban area infrastructure
reconstructed and/or
expanded.

i
'

Magnitde of Cetpure: (C.7

a. 85,000 has., 26 commun-—
ities, and 75 kilometers
of roads protected.

|

b. Some 76,000 urban in-
habitants protected
against future {looding.

2. Sixtv-four Cozmunities
with svstems repaired.

3. Sixty kms. of streets
and drainage reccnstructed.

Fortv-five kms. of streé
lighting constructed.

+
6,000 families provided .
with potable water.

S (C-3)

1. Implementing agencyv
Records.

2. USAID Records. i

" Assum tiont forochieving ouvtpura: [C-d)

Implementing agencies have
organizational capacity to
implement program in
addition to regular program
of work.
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R , el - b ivisle neTen T oS Yoo $23 000,000
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(2.2
1. Agricultural Infrastruct- GO' and USAID Records GOE will have sufficient
ure Rehabilitation: financial resources to
. ) . c
a. Construction Services . $1,860,000 loan funds, ﬁsrzli?mz§%n;§§§25t unds
$1,665,000 GOE funds y

b. Flood control engineer- $140,000 'loan funds
ing services

c. Flood control construct- $1,400.000 ioan funds
ion services

2. Water and Sanitarion
system repairs :

a. Construction Services . $1,240,000 loan funds
$1,665,000 GOE funds
b. Equipment procurement $700,000 loan funds

3. El Guasmo Infrastructure

a. Streéts and drainage $3,100,000 loan funds
Repair ’

b. Street lighting construc $500,000 loan funds
tion

c. Potable Water Equipment $900,006 loan funds
" procurement

4. Technical Assistance 5300,000

Project Implemented as
and Administrative

scheduled and terminated
Services provided by the PACD of 12/31/86.
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ANNEX G

INITIAL ENVIRONMENTAL EXAMINATION

Project Location: licuador
Project Title: Emergency Rehabilitation Project
Project Numbers: 518-0046, 518-F-043 and 518-F-043-A
Funding: $10,000,000 additional loan funding
Life of Project: Twenty-seven months (518-F-043-a)
IEE Prepared by: getty Facey, USAID/E BQ,»\

eptember 17, 1984

Recommended Threshold Decision

Negative Determination

Mission Director's Concurrence

Mot

Orlando Llen
Mission Dir
USAID/EcOador
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A. General Description of the Project

‘The purpose of the project is to help the Government of FEcuador
(GOE) to implement emergency relief, rehabilitation and reconstruction
activities in recponse to excessive rains and flooding associated with the "El
Nifio" phenomenon.  ‘The disaster has resulted in physical destruction,
considerable economic loss, the loss of life and the deterioration of health
conditions among the affected population.

The project consists of three major parts: The first part was a
$6.0 million loan (518-1"-043) to reactiva’ ~aricultural production, throuah
the 1mportation of aqgricultural inputs and the capitalization of the National
Development Bank (BNI') to 1ncrease aqricultural credit to farmers in the
atlfected areas.

The second part of the project consisted of $6.0 million in grant
funds (518-0046) to be channeled through the Fcuadorean Development Bank
(BEDE) Lor relief, rehabilitation and reconstruction activities being carried
out by six lkuadorean implementing institutions and $1.0 million in grant
funds are being used by USATD/Ecuador to support the implementation of both
the loan and the grant components of the project.

The third part consists of a $10.0 millinn loan which will continue
priority works in agricultural infrastructure and repair of potable water and
sanitation systems with the addition of components which will control flooding
in two urban areas and reconstruct urban infrastructure in a suburb in
Guayaquil affecting some 500,000 inhabitants.

B. Activities (Description and Impact)

1. (a) Agricultural Infrascructure

Purpose: 'lo restoree irrigation and/or flood protection to
farmers in the lower Guayas basin whe produce a significant percentage of
Ecuador's [ood production.

Activity: 1o repair public domain aaricultural infrastructure,
l.e., repair river dikes and other river control system, restore some
irrigation works. 'These works will be implemented by INERHI primarily through
private contractors, and perhaps 5% of the work by TNFRHT direct
administration. 'The estimated cost is US$3,575,000 to be [inanced with
Project funds tor priority works. INERIT will be required to provide
approximately 270 person/months for engineering works associated with this
sub-project.
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Benef iciares:  Principally small and mediom producers in los
Rios, Guayas, and Il Oro provinces, who caltivate rice, bananas, and other

foodstuffs.

Fnvironmental Discussion: Heavy flooding in the coastal area
of Ecuador severely damaged agricultural flood control levees and irrigation
systems on the coastal flood plains in the Guayas River Basin. Flow rates in
the river systems exceeded capacities over-topping agricultural levees and
changed river courses. Twelve months after heavy floodina some sections were
still inundated while some of the principal rice growing areas had been left
without water.

The Guayas watershed is comprised of over 400,000 hectares of
which more than 60% is (or was) under cultivation. Generally, the areas under
cultivation produce citrus, corn, beans, cocoa, rice, bananas, melons,
tomatoes, yuca, and othe miscellaneous fruits and vegetables. The crops in
*his area are produced for both home consumption and sale.

At the height of the disaster 40% of the area was flooded and
more than 60% of the agricultural production in the Guayas basin had been
aftected.

The agricultural infrastructure portion of this sub-project
proposes to (1) repair gaps in existing levees caused by the 1982-83 floods
and put levees back; (2) some irrigation structures suffered scourina and
undercutting and these primary structures will be repaired; (3) to allow for
return of water in the overland flows, drainaae channels will be repaired,
debris removed and flood gates incorporated into levees and river systems.
Water will be rerouted 1nto its natural drainaae channels.

The return of land to 1ts prior usage permitting farmers to
engage in former cropping patterns will bepefit the disaster area inhabitants,
and draining the trapped overflow will inhibit the spread of water and
mosquito-borne diseases.

Since all of the sup-project is directed towards preservation
and restoration of the environment this project is judged to have a positive
environmental impact.

(b) Flood Control

The need for flood contiol along the Andean rivers tumbling
down from the mountains to the coastal plains is so extensive that the area
selected for this subproject is only number one of dozens on the priority
list., 'The cities of Quevedo and Mocache were given priority since some 76,000
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persons live in urban areas along the Quevedo river. The river bisects the
towns and during the 1982-83 flooding, the banks were eroded, with streets,
houses, trees and sidewalks swopt away by the flood waters. The proiject will
stabllize the Quevedo river banks primarily in urban areas.

The principal design requirement will be to protect the toe of
tne banks from undercutting. A rock dike revetment with vegetated and/or
gravelled upper bank slope will be used. This dike revetment will be
complemented by rock barriers (or spurs) extending into the rivers on outsides
of river bends that help to cut flow velocity and resulting scouring. The use
of rock spurs has been particularly successfull in the Guayas watershed under
the Grant phase of this Project.

The work will be monitored by INERHT, but the desian work and
daily supervision will be contracted to an Ecuadorean consultina firm.

Flood control of the Quevedo river is directed toward the
prevention of further eroding of natural river channels and protection of life
and property thus proviidina a positive environmental impact.

2. Water and Sanitation Fmeragency Repairs and Tmprovements

Purpose:  'T'o restore potable water and sewage facilities and/or
protect them against foture flooding in the provinces of Manabi, Los Rios,
Guayas, Il Oro, bsmeraldas, [oja and the coastal areas of the provinces of
Pichincha and Bolivar.

Activities: 'To carry out emergency repairs, including drilling
to new wells where necessary, to water and sewage systems. The estimated
total cost is US5$2,905.00 in local expenditures and US$700,000 for imported
equipment, to be financed under the Project. The works will be exectued by
TEOS directly and through contracts with the private sector.

Beneficiaries: 600,000 residents of Esmeraldas, Muisne, Santo
Domingo, Puerto Limon, and 60 other communities who will receive improved
water supply and/or sanitary services.

Environmental Discussion: Many cities and communities in the
coastal areas subjected to floods saw their water and sewer systems severely
danmaaed, thius endanaering the health of reaident s, Iflforts were made o
alTeviate the situat ion such oo The use of vl | cneraency wal or L roal mon
units brouabt inko the country by A.1.D,, and rebhabilitat ion of systems to at
least temporarily produce potable water and eliminate human wasltes, Many of
these temporary measures are still in use and health problems will increase
until more permanent solutions are implemented,
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Esmeraldas City, with a population of more than 60,000 will
require one additional deep well to add to the work performed under the Grant
phase of the Project.

In the province of Esmeraldas the subprojects will repair:
Muisne, rehabilitation of wells and installation of new pumps; Rio Verde, new
deep well and pump; Borbdn, deep well protection and pump repair.

The city of Santo Domingo de los Colorados requries repair to
sur face water drainage; Monterrey, reconstruction of sewage system; Puerto
Limdén, reconstruction of water system; El Esfuerzo and Las Delicias will both
have reconstructed water systems.

In the province of Manabi, the oxidation lagoon will be cleaned
and equipment in the city of Cnone; new wells dug to replace two damaged wells
in Portoviejo; electric pumps repaired or replaced in Bahia.

Los Rios province will have sewage system pumps replaced and/or
repaired 1n Vinces; Ventanas, repair of sewage system; Pueblo Viejr, all
drainage systems cleaned and repaired; Pueblo Nuevo, repair of water and
sanitation systems.

Twenty-two villages in Guayas Province will be provided with a
variety of ropairs to water storage tanks, pumping stations, catchments from
spring waters, water treatment plants, supply lines, wells, pumps and
generators.

Throughout the rural areas of the scven provinces thirty-two
additional small water systems have been identified for flood damaaes
reparation.

This water supply and sanitation component of the Grant will
have a high positive direct impact on the health and well-being of some
600,000 people living in the communities and villages to be benefitted with an
indirect impact on thousands more in impeding communicable diseases caused by
lack cr potable water and controlled sewage systems.

3. Guasmo Infrastructure Repair and Construction

The Guasmo, located south of the city of Guayaquil, was an area
of 60 Hectares until 1974, populated by nine families who made charcoal,
fished and cared for the lands of the "Hacienda Guasmo" owned by Sr. Juan X.
Marcos. 1In 1974 the state apropriated the Hacienda and divided the lands
among the Social Security Institute, the municipality of Guayaquil and the
Ecuadorean Housing Bank. 1In mid 1974 the nine families asked the municipality
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(as their new landlord) to extend an existing waterline which supplied water
to the "IEmpacadora Nacional" to their group of nine houses. The municipality
denied the petition for water. ‘The inhabitants decided to invite friends and
relatives to live in the Guasmo, build houses, thus increasing the pressure,
through greater number of people, on the municipality for a waterline.

By January of 1975 some 100 families had moved to the Guasmo
and by the end of 1975 that number bad grown to 300 families. 1In February of
1976, the municipality tried to dislodge the squatters. The national police,
squads from Guayaquil Public Works and Municipal police burned some 260
houses. Various cooperatives joined the burnt-out squatters trying to force
the GOE to legalize the Guasmo Norte. ‘Ihe inhabitants requested the School of
Architecture from the Univorsity of Guayaquil to layout an urban area of the
Guasmo Norte into blocks and lots ( 9 x 22 meters) for each family plus areas
tor sidewalks, streets, green spaces and commons (to replace indiscriminate
squatting). In this sector, all the initial work on infrastructure such as
streets, fill, and electrical lines was done by volunteer labor and funded by
the residents. At this time the strugale began for land titles. Finally in
1978, the Mayor ol Guayaquil decrecd that the inhabitants could buy their lots
for /.10 per square meter. lwespite this decree, to date, except for very few
exceptions, no titles have been issued.

In 1982, approximately 250,000 people lived in the Guasmo.

With the {loads from El Nifio phenomenon the stream of miarants increased the
Guasmo population to the 1984 estimate of 500,000.

In spite of the obvious intent of the great majority of the
500.000 inhabitants to make permanent homes in the Guasmo, the areat majority
lack basic services: few streets that are serviceable, few street liahts, no
sidewalks, no sewage system, and the water is distributed by water tank trucks
for storage in 55 gallon barrels located in front of houses - barrels
trequently without lids to protect the water from street dust and a myriad of
other contamipnants.

The Guasmo is included 1n this Fmeraency project for three
reasons: (1) Some 250,000 people are there because of dislocation due to ©?
Nifo floods; (2) Assistance in repair and reconstruction of instructure is
imperative; and (3) a population of 500,000 in one small area without basic
services is a potential time bomb for a fraqile five-year old democracy.

Four and one half million dollars will be spent on repair and
extension ol a portion of the Guasmo's infrastructure addressing three basic
problems: (1) repair of streets and associated drainaage, (2) restoration and
extension of street lightina, and (3) provision of improved water snpply to
approximately 6,000 families (30,000 inhabitants),

+Z
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The Guasmo has more than 250 kilometers of streets of which
approximately 3 kilometers are paved, some ten kilometers might be c¢lassified
as "improved" and the remaining 235 kilometers range from bad to impassabhle.
Street improvement is a fundamental necessity since transportation to jobs,
markets, water, health services, schools, all movement of people and equipment
depend on access. All the streets were under one to three feet of water at
the height of the 1982-83 floodina. This USAID project will concentrate its
efforts on retoring and upgradina some 60 kilometers of 150 kms. of two-lane
streets,

Street lighting under the project was an issue for debate, but
lighting of some 45 kilometers should assist in cutting the Guasmo crime
problem. Taxi drivers refuse to enter the Guasmo either by day or night. The
project will fund the local purchase and installation costs of transformers,
lines, concrete poles and lights at an estimated cost of $ 11,000 per
kilometer for a total of $ 500,000. The Guayaguil Municipal Liaht Company
will perform all work since it has the experience and equipment for
installation.

Street lighting is e ' "1ated to take 6 months after procurement
of materials.

Solving the water and sewage problem in the Guasmo is a problem
that will take years and millions of dollars to resolve. This project
proposes to make a small beginning that may be replicated.

The ground water table in the Guasmo ranges from zero to 18"
below grade. Providing a conventional water supply infrastructure is
impossible economically. The present method of water distribution is by tank
trucks, with water purchased from Guayaquil Municipal wells at an averaae cost
of 8/. 10 for 55 gallons (one drum). The tankers then deliver the water to
houses chargina from as little as S/ 15 to §/ 60 per drum. Cost depends upon
convlition of the streets where deliveries are made and the scarcity of water.
Inhabitants living on improved streets can have daily deliveries, but others
may be fortunate to receive water weekly and then only if the "price is
right". All tank trucks are privately owned and in some cases by crimical
elements who control entire areas of the Guasmo by the provision or
withholding of water.

Under the project twenty 2,000 gallon tank trucks will bhe
purchased and their use managed by a water cooperative made up of
approximately 6,000 families living in the same general geoqraphic location.
The cooperative will have a board of Directors, power to hire and fire
drivers, contract truck maintenance and set fees for sale of water to
Cooperative members.
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The tank trucks will have metered in-take and out-put hoses to
regulate purchase and sales. An additional feature will be a pump that can
raise the water to drums sitting on small towers to that water can be kept
freer from contamination and can be gravity-fed into the homes.

Opoviously, this is not an ideal solution to a gigantic water
problem, but the GOE and USAID mission engineers and engineering advisors view
this as the appropriate technology for this situation,

C. Threshold Decision Recommerdation

Per State 268296, LAC/GC has determined than an IEE is not required
by Reqgulation 16 in the case of a disaster assistance funded project.
Nevertheless, the reterenced cable requested that an TEPN be completed, qgiven
the nature of the project activities, After analyzing the various project
activities for potential environmental impact, the Mission finds no adverse
ehvironmental impact. 1t is, Lherefore, recommended that you make a negative
determination for the project.

A\
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IMPACT ITDENTIFICATION AND EVALUATION FORM
Twpart Areas and Sub-Areas lmnqgr*]ﬂvngifjrq(jnn
and Evaluation
A. 1LAND USE

1. Changing the character of the land

through:
n. Increaaing the population.... ... N
b.  Extracting Ratural Resources. .., N
€. lLand clearing........ e - T
d. Changiug soil character........ . N
2. Altering natural defenses........ ... M+
3. Foreclosing isportant USeS,0evunin., N
4., Jeopardizing wman or his works....... N
5. uuner factors )
Returning land to prior usage Ht
B. WATFR QUALITY
1. Phvsical state of vater coouvunnn. .. 1+
2. Chemical and biological States, . ..., M+
3. Fcological ¥aluance....... Chreeraneas I
4. Other factors
Mestoving prior water quality —
C. ATHMOSPHERIC
1. Air additives .......... et rieenaas ) N
2, Air Pollution ,......... ettt ——'—-—_}:?‘—MAn—
3. DNoise Pollution et i et ettt -~L;“"—_———
4, Other Factors
....... N
D, KATURAL KESOQURCES
1. Diversion, altered use of wvater..... N
2. Tireversible, inefficient coumit-
mente L. s e Ce ittt e N
3. Other Tactors
"+

Restorvation of Natural Resources
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E. CULTURAL
1. Altering physical symbols........... N
2. Dilution of cultural traditions..... N
3. Other Factors
N
F. SOCIO-ECONOMIC
1. Changes in ceonomic/employment
patterns.. . .......... cereaae e . N
2. Changes in population........ i N
3. Changes dn cultural patterns........ N

4, Other Factors
Lommumity participation

Restoration of vcnnnmic/omplovmnnt

—_ M

RSRESSESNE § © S

patterns™

G. HEALTH

1. Changing a natural environzent ..... N
2. Eliminating an ecosystem element . N
3. Other Factors
Jnhibit water_and.mosquite borne Ht
—_— diseases.
H. GLENERAL
. International Jepacts.e.en.esennnn.. __N
2, Controversiaol Tipactls.e.sernennnn... o _N ST
3. Larger program 3mpacts ..., .... 1+
4. Other Tactors

I. OTHER POSSIBLE IMPACTS (not listed above)

Explanation of codes:

R= Ko environmental irmpact

L- Little envitonmental iwmpact
H- Moderate environmental impact
H- Nigh enviionmental jupace

Unknown envivonmental impact
Positive impact on the
environnent

Regative impact on the
envivonment
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MAP OF QUEVIDO RIVER AREA UPSTREAM
FROM THE CITY OF OQUEVEDO, ECUADOR
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STAFFING PATTERN OF THE NATIONAL HOUSING BOAID

(JUNTA NACIONAL DE LA VIVIENDA - JNV)
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|9 o n O (S 4} 09 & > |5 i)
Office A Yas 82§ @ 3 :
QUITO 6 27 94 32 14 169
GUAYAQUIL 1 18 60 28 11 122
CUENCA 1l 3 7 4 2 17
LOJA 1 K] 6 4 2 16
PORTOVIE.JO , 1 4 6 4 2 17
RIOBAMBA 1 2 3 4 10
TULCAN ) 2 1 4
STO. DOMINGO 1 1l 1 3
AMBATO 1l 2 1 4
GUARANDA 1l 1l 1l 3
ESMERALDAS 1 1 1 3
QUEVEDO 1 1 | 3
MACHALA 1 2 1 4
EL PUYO ) 1 1 3
LATACUNGA 1l 1 1l 3
MANTA 1 1 1 3
IBARRA 1 2 1 4
BABAHOYO 1 1 1l 3
CHONE 1 1 1 3

TOTAL 11 70 193 89 31 394
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TOTAL

STAFFING PATTERN OF THE ECUADOREAN HOUSING BANK

(BANCO ECUATORIANO DE LA VIVIENDA - BEV)
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banco de desarrollo del ecuador s.a.

conrdinacicn des

Crocity 2020
3.

EL BEDE y el IEUS acordardn formalmente los mecanismos operati
vos y administrativos complementarios que se requieran paca la
mids Agil utilizacién de los foundos y rdpida ejecucidn de los

proyecios.

Clausula SEptima: CONDICIONES PEEVIAS A LOS DESEMBOLSDS
Para proceder al deseabolso del "anetetpo” soed requlsito ol que
se haya formilizado ¢l presente Convenlo Subsldiario y que la U

nidad Ejecutora presente con la solicitud de desembolso la si -

puicnte documentacion

Presupucsto del proyecto desplosado en rabros de trabajo

a,

b. Cronogramt de Fjecucidn del Proyecto, valorado mensuidlmente,

tal como se define co lTa ClAusula DEcimo Primera.

Deteruinacion de los valores que apoctard la Unidad Ejecuto
ra comno contraparte del firanciamiento del proyecto,

d. Detalle de La forma en que so distribuird el anticipo entre
los distintos sccetores donde se realizavin las obras.

Cominicacian fivavla por ¢l representante logal de la ent j-
dady en Lo que se desiyoe a Tos fancionarios que actuarin con
pleaos poderes y ropresentacdn o Lo Unidad Ejecutors en to-
dos Tes aetos y prophsitos relativos al Convenio Sabsidia -

rio,

Para proceder a los desembolsos siguientes, la Unidad Ejecutora
deberd acomnadar a0 se Soticitad Uw Devvembolso 1o docawentacian

qere seosenala acont ineac i6n:

a. Planilla de Trabajo numerada y fechada, en el formulario que
le serd entregado por el BEDE, en la que se especificard:
el valor de 1a Planilla, el valor equivalente al para a-
mortizar ¢l antivipo y el valor liquido en favor de la Uni -
dad Ejecutora.

b. Docuirentus justiticativos de la Planilla, debidamente aproba
dos por el técnico supervisor de AID.

c. Comprobante de depdsito en el BiV de los valores destinados
al fondo de garantia, correspondiente a la planilla despacha
da.
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c. Que la Untdad Ejecutora injustificadamente incumpliere su

obligacidn de rendir los informes a que se refiere la Cliu

sula Décimo Quinta,

d, Que la Uuidad Ejocatora no cumpla con su obligacién cons-
taante en la Clansula Novena, de mantener los registros coan
tables en la foraa establecida,

¢. o Que s oestablectere que la Unblol Ejecatora no b utll izado
los toandos oo ton propdsitons sedadladaos eo el Conventio de
Prdat v,

f. Las causas o situaciones a que sc reticre el ArtTeulo Do,

Seccebin Dol y 0.2, doel Anexo NT 2 del Convenio de Prista-

Mo,

Clausula Décimo Séptimia: REFPROCRAMACLON DEL PROYECTO

El proyecto serd suceptible de reprogramacion con la aprobacion
del Comitd de Provecto, cuiando, a zu juicio, por causas debida-
mente justificadas, el avarce de las obras no guarde relacidn
con el Cranoge aa de Ejecucidn o covndo surjan problemas que se
consideren tuera del control de La Unidad Ejecutora,

Clausula Décimn Octava: TERMINACTION

Son causas de terrinaeicn del Convenio subsidiario las siguien-
e

El cnmplimivoto de todias Tas obtizaclones relacionadas con

I
cate Conveniog

b, El cugplimiuvnto del plazo establecido en el Articulo 3, Sec-
cign 3.3. del Convenio de Préstamo.

El abandono de los trabajos por pacte de la Unidad Ejecuto-
ra, por 30 dfas consecutivos o por haber transcurrido la mi
tad del plazo estipulade ea el Cronograma de Ejecucidn y no
haberse cjecutade los trabajos programados para ese perlodo;
¥

d. Si la Unidad Ejecutora no iniciare el proyecto en el plazo
de 30 dins a partir de la euntrega del anticipo.
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banco do desarrollo dol ecundor s.a

coordinactén de
cradlio oxtarno

3.

Clausula Dacimo Novena: MiSCELANEOS

Para todo lo qu2 no estuviere previsto en este Convenio, se es-
tard a lo estipulado en el Convenio de Préstamo que forma par-
te integraate del Convenio Subsidiario; asI como también a lo
estipulado en el Convenio de Transferencia de Fondos, suscrito
entre el Banco Ceatral y el BEDE,

Serd reponsab i Glel de Ta Unidad Ejecutora dar cumpl imicento a
tovloes b disiposiciones Tepales, normes y reglamentos que rogu
Py Do ativitbades que Lo corvegsponderd realtzar paca To eje

cucion del proyecto,

Fo test imonio de To o cundl Tas partes suscriben ol presente Con-

veniv, el

Econ. Marco A. Flores T.
CERUNTE GENERA! DEL BEDE DIRECTOR EJECUTIVO L[EOS

TESTIGOS DE HONOR

Ing. lLedn Febres Cordero Kivadeneyra Arq. Orlando Llenza
PRESIDENTE CONSTLIUCLONAL DE LA - DIRECTOR Dit LA
REPUBLTCA DEL LCUADOR MISTON AID
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PROJECT TIME-PHASED IMPLEMENTATION PLAN

1985

J J A S

Project Agrcement O3
negotiated, signed

Initial CP's Met  —

Sub-Agreements
Negotiated and Signed

INERHI Agricultural
Rehabilitaion Activities
Designed and Implemented

INERHI Fiood Control:
a. Engineering Design

b. Flood control
Conscruction

IEOS Potable Water and
Sanitation Svstems:

a. Procurement

b. Svstems repair Implemented
Guasmo Urban Infrastructure:
a. Street Repair

b. Install street lights

c. Imported equipment ordered,

delivered and ready for use

PACD, Final Disbursements

Evaluation
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