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PROJECT AUTHORIZATION
 
AMENDMENT NO. 5
 

Philippines Regional Development Fund 
Project No. 492-0374 

1. Pursuant to Section 531 of the Foreign Assistance Act of 1961 , as 
amended (the "FAA"), the Regional Development Fund Project (the
"Prjfect") for the Philippines (the "Cooperating Country") was authorized 
on -igust 26, 1982. Pursuant to Section 531 of the FAA, the Project

Au horization was amended on October 29, 1983, June 14, 1985 
 and March 5,
1988. Pursuant to Sections 103, 104(c) and 531 of the FAA, the Project
Authorization was amended on August 11, 1988. Pursuant to Sections 103
and 531 of the FAA, and in accordance with the authority delegated
pursuant to Delegation of Authority No. 652 and pursuant to the ad hoc
delegation of authority set forth in STATE 209905 dated June 30,79B-,
the Project Authorization is hereby further amended as follows: 

A. The level of planned grant obligations authorized pursuant to
Section 531 of the FAA is decreased from $170,837,000 to $168,837,000; and
 

B. The level of planned grant obligations authorized pursuant to
Section 103 of the FAA is increased from $18,476,090 to $20,476,000. 

2. The Project Authorization, as previously amended, remains in full 
force and effect except as hereby further amended. 

By:__ 
Malcolm Butler 
Director
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ACTION MEMORANDUM FOR THE DIRECTOR
 

THRU : John S. Blackton 
Dequty Director 6s) 

? DATE: 31 AUG 

FROM : /Oan M. Miller 
Regional Legal Advisor 

SUBJECT : Regional Development Fund Project 
(1) Project Paper Amendment No. 5 
(2) Project Authorization Amendment No. 
(3) Project Agreement Amendment No. 6 

5 

ACTION REQUESTED
 

Your approval is requested of (i)Amendment No. 5 tu the Project
 
Paper for the Regional Development Fund (RDF) Project (Tab A),
 
(ii)Amendment No. 5 to the Project Authorization (Tab B), and
 
(iii) transmittal to NEDA for signature of Amendment No. 6 to the Project 
Agreement (Tab C).
 

BACKGROUND
 

The RDF Project was originally authorized in August, 1982 to provide
 
ESF funds made available in connection with the 1979 amendments to the 
Military Bases Agreement of 1947, to assist the Government of the 
Philippines (GOP) to ameliorate the poor socio-economic conditions of 
squatter communities in the military bases areas and to enhance 
development of bases-affected areas through high priority, growth-related 
infrastructure projects. The original life of project funding level was
 
$45 million in ESF, with a Project Assistance Completion Date (PACD) of 
December 31, 1987. The authorized life of project funding was increased
 
in October, 1983 by adding $40 million for schools and local roads. The
 
authorized life of project funding level was increased again in June,
 
1985 by adding $105 million for the construction of infrastructure 
subprojects and related development activities, including infrastructure
 
repair and construction in natural disaster areas, throughout the 
Philippines. As presently authorized, the PACD for the Project is 
September 30, 1990, and the date by which all authorized funds are to be 
oLligated is September 30, 1989. 

P,ject Agreement Amendment No. 6 will obligate $21,163,000 in
 
Development Assistance funds. Upon the obligation of this incremental
 
funding, $138,088,000 will be obligated, consisting of $116,925,000 in
 
ESF and $21,163,000 in DA funds. This proposed incremental funding

requires several technical amendments of the Project Data Sheet and 
Project Authorization, as discussed below under the heading "Project 
Paper and Project Authorization Amendments." The present status of the 
Project is discussed below under the heading "Project Agreement 
Amendment." 
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DISCUSSION
 

Project Paper and Project Authorization Amendments. On August 11,

1988, you approved Amendment No. 4 to the Project Paper and Amendment
 
No. 4 to the Project Authorization for the RDF Project. Those amendments
 
authorized a mix of ESF and DA funding for the Project. 
Under those

amendments, the resulting authorized levels by functional account are as 
fol lows: 

Section 103 (ARDN) -- $18,476,000 
Section 104(c) (Health) -- 687,000 
Section 531 (ESF) -- 170,837,000 

Total Authorized $190,000,u 0
 

The authorized levels of DA funding were based on 
the Mission's
 
intent to obligate those amounts in FY 1988. 
 A complete discussion of
 
the background of those amendments is contained in the Action Memorandum
 
approved on August 11, 
 1988 (Tab D). As noted in the August 11 , 1983 
Action Memorandum, the Mission Director has the authority pursuant to 
STATE 209905 dated June 30, 1988 (Tab E) to modify the DA/ESF mix to

provide up to $25 million in DA funding, within the overall
 
life-of-project authorized total of $190 million.
 

Further amendment of the Project Paper and Project Authorization is
 
required at this time to provide authority to obligate an additional
 
$2 million in ARDN funds. The additional ARDN funds were allowed to the
 
Mission for obligation in the proposed Financial Management Improvement

(FMI) Project. However, since the Mission and the GOP mutually agreed

during the negotiation of the FMI Project not to proceed with obligation
of funds for the FMI Project in FY 1988. these funds are available for
 
obligation in the RDF Project. The rat-onale for the proposed level of
 
incremental funding for RDF and the basis upon which Congressional

Notification requirements have been satisfied are discussed below.
 

Further amendment of the Project Paper is also required to indicate
 
that the Mission does not plan to obligate $24 million in ESF funds in FY
 
1988 as previously indicated in PP Amendment No. 4. Although 
the Mission
 
still intends to obligate $24 million from the $174 million in ESF made
 
available for two years under the FY 1988 Appropriations Act, the GOP
 
indicated that it does not want to proceed with this obligation at this
 
time Thus, the Mission now plans an FY 1989 obligation of these ESF 
funds for the RDF Project. 

Upon your approval of Project Paper Amendment No. 5 and Project

Authorization Amendment No. 5, the resulting authorized levels by

functional account will be as follows:
 

Section 103 (ARDN) -- $ 20,476,000
 
Section 104(c) (Health) -- 687,000
 
Section 531 (ESF) -- 168,837,000
 

Total Authorized $I M,=0
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Project Agreement Amendment. The proposed DA funding under Project

Agreement Amendment No. 6 will finance socio-economic development efforts 
under RDF on a nationwide basis by providing the poor with improved
 
access to basic services, facilities and more productive employment at
 
local levels. The Project will continue to finance high impact,

short-gestation, quick-disbursing infrastructure activities, including
disaster rehabilitation, technical assistance, training, and related 
commodities. Planned construction and related activities to be financed
using funds obligated under Amendment No. 6 include, inter alia, schools,
roads, public markets, health facilities, water supply-an7 -nage
systems, and solid waste disposal systems. Beneficiaries will be the 
thousands of rural 
residents who are provided improved infrastructure,

including roads for transporting goods and accessing social services, and
 
improved health facilities i-nd water systems. 

Previous analyses of technical, economic, and social feasibility are 
still considered valid. The design and review process for the various
 
ESF subprojects has significantly improved over the last few months with
the provision of in-house engineering services to the ESF Secretariat and
the appointment of a new acting Executive Director at the ESF 
Secretariat. Subproject selection is carried out through the regular GOP
regional planning process and approved by the appropriate GOP national 
agencies. Proposed subprojects undergo a feasibility analysis process
conducted by the local planning offices or private consul tancy firms. 
Upon confirmation of subproject feasibility, architectural and 
engineering firms prepare detailed engineering plans, cost estimates and 
bid documents. Qualified local construction contractors are available to
undertake the construction of activities proposed for financing. The 
involvement of the ESF Secretariat's in-house management engineering
consultant throughout the design and construction phases has resulted in
 
sounder designs, more timely documentation processing and a higher

quality of outputs. Various entities, including USAID, participate in
 
the monitoring and approval processes.
 

Local government units, as provided in their implementation 
agreements with the ESF Secretariat, must provide adequate maintenance
 
for completed subprojects and normally allocate a portion of their 
budgets for maintenance. In addition, activities such as a public market 
administration program are planned under the project. Such mechanisms 
ensure that local government units have the necessary financial and
 
technical resources for maintenance. An illustrative list of subprojects

proposed for funding under this amendment was provided by the ESF
 
Secretariat in July, 1988. Based on available engineerirg plans and

preliminary cost estimates for these suborojects, the construction cost 
of the proposed subprojects is -stimated at $47.7 million. The value of
proposed subprojects exceeds the proposed incremental obligation of 
$21,163,000 to be made available to finance them. 
Thus, there are
 
sufficient subprojects with detailed designs and cost estimates to 
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satisfy the requirements of Section 611(a)(l) of the Foreign AssistanceAct (FAA). Plans and cost estimates will be reviewed and revised as
appropriate prior to construction. 
The Project will continue to use the
implementation procedures currently being used and outlined in previousProject Agreement Amendments and in Project Implementation Letters. 

In connection witii the obligation of DA funds for the Project, theGOP will provide local currency counterpart contributions equivalent to$8,334,000. As discussed in the August 11, 
1988 Action Memorandum(Tab D), this counterpart contribution satisfies the counterpartrequirements for' DA-funded projects under FAA Section 110. 
 The GOP
counterpart contribution will consist of design work, project management,
site acquisition and development, rights of way, and maintenance and
operating expenses.
 

The text of Project Agreement Amendment No. 6 (Tab C) is identical tothe draft you approved on August 11 , 1988 for negotiation with the GOP,except for the deletion of incremental ESF funding of $24 million and theincrease of DA funding. The August 11 , 1988 Action Memorandum summarizesthe terms and conditions of the Amendment. The substantive condition ofprincipal concern to the GOP during negotiations was the provision for asuspension of AID disbursements of any funds provided under the Amendment(or remaining from funds provided under Amendments No. 3 and 5) during
any period in which there is no architect and engineering contract in
force under which the ESF Secretariat is receiving 
 in-house technicalassistance. 
 This condition is intended ensureto that the servicescurrently provided by TAMS continue to be provided, either by TAMS or by
another contractor, after termination of the current TAMS contract inNovember, 1988. 
The GOP has now agreed to this condition and Mission
officers have begun discussions with the ESF Secretariat on the level andtype of services that would be appropriate under a new contract or anextension of the existing contract with TAMS. 

The Mission was advised in STATE 261214 dated August 11, 
 ,988 (Tab F)that a Congressional Notification for FY 1988 obligations of ESF($49,000,000), ARDN ($19,000,000) and Health ($687,000) had beensubmitted on August 8. The Mission was advised in STATE 276903 dated
August 24, 1988 F)(Tab that the waiting period for this CongressionalNotification expired on August 23, 1988 ,ithout objection. Section 634Aof the FAA permits AID, without further notification to the Congress, toobligate up to 10 percent more than the amount of DA justified to theCongress for obligation for a particular project in a given fiscal year.
The total amount of DA funds to be obligated is $21,163,000, which isless than 10 percent more than the $19,687,000 justified to the Congress($19,687,000 + 1,968,700 
= $21,655,700). rhus, 
the proposed DA
obligation meets Congressional Notification requirements. 

The Mission received budget allowances for the obligation of funds inSTATE 283312 dated August 30, 1988 and STATE 256741 dated August 8, 1988
(Tab F). 
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The FY 1988 Statutory Checklist has been reviewed by ANE (countryportion) and the Mission (project portion) and no impediments to theobligation of funds were identified. No waivers are required for the

Project at this time and no 
issues are pending.
 

The Mission Director has authority to approve the Project Agreementobligations of incremental funding for RDF pursuant to 
the ad hoc
delegation of authority contai,ied in the Action Memorandum ThorV/ANE
Dated June 2, 1987 (Tab F). 

RECOMMENDATION 

That you (i) approve Project Paper Amendment No. 5 by signing block17 of the Project Data Sheet (Tab A); (ii) execute Project Authorization
Amendment No. 5 (Tab B); and (iii) authorize transmittal to NEDA ofProject Agreement Amendment No. 6 by signing the clearance sheet therefor
(Tab C) and the transmittal letter to Secretary Monsod (Tab G). 
 Upon the
receipt oJ copies of the Project Agreement Amendment executed by NEDAbehalf of the GOP, the documents will be returned 

on 
to you for signature

and the obligation of funds.
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