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A.1 .D .  P r o j e c t  No. 492-0375 

PROJECT GRANT AGREEMENT 

Dated: August 31, 1982 

Between 

The Republic o f  t h e  P h i l i p p i n e s  ( '@Granteefi)  

And 

The United S t a t e s  of America, a c t i n g  through t h e  

Agency f o r  I n t e r n a t i o n a l  Development ( @ @ A .  I .D." ) . 

Article 1: The Agreement. 

The purpose o f  t h i s  Agreement i s  t o  s e t  o u t  t h e  understandings 

o f  t h e  p a r t i e s  named above ( " P a r t i e s u )  with r e s p e c t  t o  t h e  undertaking 

by t h e  Grantee o f  t h e  P r o j e c t  descr ibed  below, and with r e s p e c t  t o  t h e  

f inanc ing  o f  t h e  P ro j ec t  by t h e  P a r t i e s .  

Article 2: The P r o j e c t .  

Sec t ion  2.1. De f in i t i on  of  P r o j e c t .  The P r o j e c t ,  which is  

f u r t h e r  desc r ibed  i n  Annex I ,  w i l l  c o n s i s t  o f  t h e  development of wood 

f i r e d  power p l a n t s ,  t h e  use of g a s i f i e r s  for  i r r i g a t i o n ,  and charcoa l  

product ion.  A . I . D .  a s s i s t a n c e  t o  t h e  P r o j e c t  w i l l  be i n  t h e  form of 

d i r e c t  funding o f  fore ign  exchange c o s t s  and p e r i o d i c  d o l l a r  t r a n s f e r s  

i n  exchange f o r  and i n  suppor t  of the P h i l i p p i n e s 1  a d d i t i o n a l  P r o j e c t  

e f f o r t s  t o  use  charcoa l  and wood a s  a f u e l  s u b s t i t u t e  by us ing ,  f o r  

agreed l o c a l  currency c o s t s  o f  t h e  P r o j e c t ,  an amount o f  pesos  a t  l e a s t  

equ iva l en t  t o  t h e  p e r i o d i c  d o l l a r  t r a n s f e r s  o f  t h e  Grant .  Annex I ,  

a t t a c h e d ,  a m p l i f i e s  t h e  above d e f i n i t i o n  of  t h e  P r o j e c t .  
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Within the limits of the above definition of the Project, 

elements of the amplified description stated in Annex I may be changed 

by written agreement of the authorized representatives of the Parties 

named in  Section 8.2, without formal amendment of t h i s  Agreement. 

Section 2.2. Incremental Nature of Project. 

A.1.0.'~ contribution to  the Project w i l l  be provided in  

increments, the i n i t i a l  one being made available in accordance with 

Section 3.1 of t h i s  Agreement. Subsequent increments w i l l  be subject 

to availability of funds to A.I .D.  for t h i s  purpose, and to the mutual 

agreement of the Parties, a t  the time of a subsequent increment, to 

proceed. 

Article 3: Financing. 

Section 3.1. The Grant. To ass is t  the Grantee to meet the 

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

Assistance Act of 1961, as  amended, agrees to grant the Grantee under 

the terms of t h i s  Agreement not to exceed Eleven Million United States 

("U.S.") Dollars ($11,000,000.00) ("Granttg). 

The Grant may be used to  finance foreign exchange costs, as  

defined in Section 6.1, and to  support local currency costs, as defined 

i n  Section 6.2, of goods and services required for the Project. 

Section 3.2. Grantee Resources for the Project. 

(a)  The Grantee agrees t o  provide or cause to be provided for 

the Project a l l  funds, i n  addition to  the Grant, and a l l  other 

resources required to  carry out the Project effectively and i n  a timely 

manner. 



(b)  In addi t ion  t o  the pesos provided by the Grantee i n  

exchange fo r  and supported by per iodic  a o l l a r  t r a n s f e r s  under the 

Grant, t h e  resources provided by t h e  National E l e c t r i f i c a t i o n  

Administration and Farm Systems Development Corporation on behalf of  

the Grantee f o r  the Project w i l l  be not  less than t h e  equivalent  of 

U . S. $21,108,000, including c o s t s  borne on an "in-kindw bas is .  

Sect ion 3.3. Projec t  Assistance Completion Date. 

( a )  The tlProject Assistance Completion Datev (PACD), which is 

Decetnber 31, 1990, o r  such o the r  d a t e  a s  the P a r t i e s  may dgree t o  i n  

wr i t ing ,  is the da te  by which the  P a r t i e s  est imate t h a t  a l l  s e rv ices  

financed under o r  supported by t h e  Grant w i l l  have been performed, a l l  

t r a n s f e r s  of  the  Grant w i l l  have been performed, and a l l  goods financed 

under o r  supported by t h e  Grant w i l l  have been furnished f o r  the 

Pro jec t  a s  contemplated i n  t h i s  Agreement. 

(b) Except a s  A.I.D. may otherwise agree  i n  wri t ing,  A.I.D. 

w i l l  no t  i s sue  or approve documentation which would authorize 

disbursement of  the Grant f o r  o r  i n  support of se rv ices  performed 

subsequent t o  the PACD, fo r  t r a n s f e r s  performed subsequent t o  the PACD, 

o r  f o r  o r  i n  support of goods furnished fo r  t h e  P ro jec t ,  a s  

contemplated i n  t h i s  Agreement, subsequent t o  the PACD. 

(c)  Requests f o r  disbursement, accompanied by necessary 

support ing documentation prescribed i n  Projec t  Implementation Letters, 

are t o  be received by A.I.D. o r  any bank described i n  Section 7.1 no 

l a t e r  than nine (9)  months following the PACD, o r  such o the r  period a s  

A.I.D. agrees  t o  i n  wri t ing.  After such period,  A.I.D.,  g iv ing not ice  

i n  wr i t ing  t o  the  Grantee, may a t  any time o r  times reduce t h e  amount 
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of the Grant by a l l  o r  any p a r t  thereof for which requests  f o r  

disbursement, accompanied by necessary supporting documentation 

prescribed i n  Pro jec t  Implementation Letters, were not  received before 

the expira t ion of  said period. 

Article 4. Conditions Precedent t o  Disbursement, 

Section 4.1. Disbursements i n  Support of  Local Currency 

Ac t iv i t i e s .  P r i o r  t o  any disbursement under the Grant, o r  to t h e  

issuance by A.I.D. of documentation pursuant t o  which disbursement w i l l  

be made, i n  support o f  l o c a l  currency a c t i v i t i e s ,  the  Grantee w i l l ,  

except a s  t h e  P a r t i e s  may otherwise agree i n  writ ing,  furnish t o  A.1 .D. 

i n  form and substance s a t i s f a c t o r y  t o  A.1 .D. evidence t h a t  t h e  pesos 

equivalent ,  a t  t h e  da te  o f  t r a n s f e r ,  t o  the  d o l l a r  amount of t h e  , 

disbursement has  been appropriated and a l l o t e d  t o  t h e  Ministry o f  Human 

Settlements account from which peso disbursements for local c o s t  

implementation of t h i s  P ro jec t  w i l l  be made. 

Section 4.2. F i r s t  Disbursement f o r  o r  i n  Support of  t h e  Wood- 

Fi red  Power Plant Component. P r i o r  t o  the  P i  rst Uisbwrsement under 

the Grant, o r  t o  the issuance of documentation pursuant t o  which 

disbursement w i l l  be made, f o r  o r  i n  support of the wood-f ired power 

p lan t  component, t h e  Grantee w i l l ,  except as the P a r t i e s  may otherwise 

agree i n  writing, furnish t o  A.1  .D. i n  farm and substance s a t i s f a c t o r y  

t o  A.I.D. an executed agreement between the Ministry of Human 

Settlements and ~e National El -eckif ica t ion Administration (NEA) for 
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NEA t o  implement th i s  component, the subordinate agreement format 

between NEA and the Rural E lec t r i c  Cooperatives, and the subordinate 

agreement format between the Rural E lec t r i c  Cooperatives and the 

farmers associations supported under t h i s  Project . 
Section 4.3. F i r s t  Disbursement i n  Support of the Gasif ier 

Component. Pr io r  t o  the f i r s t  disbursement under the Grant, or  t o  the 

issuance o f  documentation pursuant t o  which disbursement w i l l  be made, 

i n  support o f  the gas i f ie r  component, the Grantee w i l l ,  except as the 

Part ies may otherwise agree i n  wri t ing, furnish t o  A.1 .D. i n  form and 

substance sat isfactory t o  A.I.D. an executed agreement between the 

Ministry o f  Human Settlements and Farm Systems Development Corporation 

(FSDC) f o r  FSDC t o  implement t h i s  component, and the subordinate 

agreement format between FSDC and the Integrated Service Associations 

supported under t h i s  Project . 
Section 4.4. F i r s t  Disbursement i n  Support o f  the Charcoal 

Production Component. Pr io r  t o  the f i r s t  disbursement under the 

Grant, o r  t o  the issuance o f  documentation pursuant t o  which 

disbursement w i l l  be made, i n  support o f  the charcoal production 

component, the Grantee w i l l ,  except as the Part ies may otherwise agree 

i n  wr i t ing,  furnish t o  A.I.D. i n  form and substance sat isfactory t o  

A.I.D.: 

(a) an executed agreement between the Ministry o f  Human 

Settlements and Farm Systems Development Corporation (FSDC) f o r  FSOC t o  

implement t h i s  component, and the subordinate agreement format between 

FSDC and the Charcoal Product i o n  Associations (CPA ) supported under 

t h i s  Project; 
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(b )  the implementation plan es tabl i sh ing the  f e a s i b i l i t y  and 

planning requirements necessary t o  the c rea t ion  of each CPA or  group of 

CPAs; and 

( c )  t h e  plan fo r  t he  review and evaluat ion of those CPAs which 

do not  have pre-established sources t o  purchase t h e i r  charcoal ( i. e., 

those CPAs t h a t  come under the t h i r d  p r i o r i t y  category). 

Section 4.5. Notif icat ion.  When A.I.D. has determined t h a t  

the condit ions precedent speci f ied  i n  Sections 4.1, 4.2, 4.3 and 4.4 

have been met, it w i l l  promptly no t i fy  the  Grantee. 

Section 4.6. Terminal Dates for  Conditions Precedent. 

There s h a l l  be no terminal da tes  f o r  meeting the  condit ions 

spec i f i ed  i n  t h i s  Article. However, if i n  the  s o l e  opinion o f  A. I .D . ,  

i t  is apparent t h a t  any of the condit ions w i l l  not be met within a 

reasonable time, A.I.D., a t  its option, may cancel the then undisbursed 

balance o f  the  Grant a l located  f o r  such component of t h e  Pro jec t ,  t o  

the ex ten t  not  irrevocably c o m i t t e d  t o  t h i r d  p a r t i e s ,  and terminate 

t h i s  Agreement, o r  relevant  por t ion  thereof ,  by wri t ten  not ice  t o  the  

Grantee. 

Ar t i c l e  5. Special Covenants. 

Sect ion 5.1, Pro,iect Evaluation. The P a r t i e s  agree t o  

e s t a b l i s h  an evaluat ion program a s  p a r t  of the Projec t .  Except a s  t h e  

P a r t i e s  otherwise agree i n  wr i t ing ,  the  program w i l l  include, during 

the implementation of the  Projec t  and a t  one o r  more po in t s  thereaf ter :  

( a )  Evaluation of  progress toward attainment of  the ob jec t ives  

of  the Projec t ;  



(b)  Identification and evaluation of problem areas or 

constraints which may i n h i b i t  such attainment ; 

(c)  Assessment of how such information may be used to  help 

overcome such problems; and 

(d) Evaluation, to the degree feasible, of the overall 

development impact of the Project. 

Section 5.2. Financial Support. The Parties recognize and 

agree that the undertaking i n  Section 3.2 for the National 

Electrification Administration to provide certain resources required to 

carry out the Project ( in addition to the Grant) specifically includes 

financial contribution requirements to the farmers associations via 

the Rural Electric Cooperatives; and that the undertaking for the Farm 

Systems Development Corporation to provide resources required t o  carry 

out the Project ( in addition to the Grant) specifically includes 

financial contribution requirements to the charcoal production 

associations and the integrated service associations. 

Section 5.3. Land Rights.  The Grantee agrees that it w i l l  

ensure appropriate land rights (by sale, lease, etc. ) have been 

obtained by each tree farming association supported under t h i s  Project 

before disbursing any financial assistance to such association. 

Section 5.4. Tax Exemptions. The Grantee covenants that,  in 

reference to  Section B.4(b) of Annex 11, the two principal implementing 

agencies o f  t h i s  Agreement, Farm Systems Development Corporation and 

the National Electrification Administration, have certain tax-exempt 

status for its service contracts or commodities financed under t h i s  
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Agreement. Should t h i s  change and fo r  any organizat ion which does not  

have sbch s t a t u s ,  the Grantee agrees t h a t  a l l  necessary arrangements 

w i l l  be made t o  ensure tha t  funds o ther  than those provided by the  

Grant a r e  adequately budgeted s o  as t o  avoid any delay i n  p ro jec t  

implements t i on  due t o  the imposition of taxes ,  t a r i f f s  , d u t i e s  o r  o ther  

such levies. 

Section 5 , 5 .  Local Cost Ac t iv i t i e s .  The Grantee agrees t h a t  

t h e  l o c a l  cos t  a c t i v i t i e s  supported by U.S. Dollar ~ r a n s f e r s  a r e  an 

i rkegra l  par t  of  the  Projec t .  Accordingly, it  agrees: ( a )  t o  t h e  

A.I.D. review and approval procedures contained i n  Annex I and 

elsewhere i n  t h e  Agreement; (b)  t o  r epor t  on the  l o c a l  currency uses i n  

quar t e r ly  management and f inanc ia l  repor ts  i n  t h e  format provided by 

Pro jec t  Implementation Letter; and (c) t o  allow audi t l  and o ther  

inspect ion  o f  t h e  completion and accomplishment o f  the a b e d - u p o n  

Projec t  elements financed under t h e  Projec t  and supparted by t h e  

t r a n s f e r  of U.S. do l l a r s .  The P a r t i e s  understand t ' i a t  t h e  Grantee is 

a l s o  providing funds not  d i r e c t l y  supported by U.S. Dollar t r a n s f e r s  

which a r e  not  covered by t h i s  provision. 

Article 6 :  Procurement Source. 

Section 6.1. Foreign Exchange Costs. Jisbursements pursuant 

t o  Section 7.1 w i l l  be used exclusively t o  finance the  c o s t s  of goods 

and se rv ices  required f o r  the Pro jec t  having t h e i r  source and o r i g i n  i n  

t h e  United S t a t e s  (Code 000 of t h e  A.I.O. Geographic Code Book a s  i n  

e f f e c t  a t  the time orders  a r e  placed o r  con t rac t s  entered i n t o  f o r  such 
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goods o r  s e r v i c e s )  ("Foreign Exchange Costsm),  except a s  A . 1  .D. may 

otherwise agree  i n  wr i t ing ,  and except a s  provided i n  the  P ro jec t  Grant 

Standard Provisions Annex, Section C .l(b), with respect  t o  marine 

insurance. 

Sect ion 6.2. Local Currency Costs. Disbursements pursuant t o  

Section 7.2 w i l l  be t r a n s f e r s  t o  t h e  Treasury of  the  Grantee ava i l ab le  

a s  f r e e  fore ign exchange. In exchange fo r  such t r ans fe r s ,  the  Grantee 

agrees t o  use  its own appropriated l o c a l  currency t o  finance c o s t s  of 

goods and s e r v i c e s  required for  the  Projec t  having t h e i r  source and, 

except a s  A.I .D.  may otherwise agree i n  wr i t ing ,  t h e i r  o r ig in  i n  the  

Republic o f  t h e  Ph i l ipp ines  ( "Local Currency Costs'' 1. 

Article 7: Disbursement. 

Sect ion  7.1. Disbursement for  Foreign Exchange Costs. 

(a) After  s a t i s f a c t i o n  of conditions precedent, the  Grantee may 

obta in  disbursements of funds under the  Grant for  the  Foreign Exchange 

Costs o f  goods o r  se rv ices  required for  the  P ro jec t  i n  accordance with 

the  terms of t h i s  Agreement, by such of the following m e t h ~ d s  a s  may be 

mutually agreed upon: 

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

documentation as prescribed i n  Projec t  Implementation Le t t e r s ,  

( A )  r eques t s  f o r  reimbursement for  such goods o r  services, or ,  

(8) r eques t s  f o r  A.I.O. t o  procure commodities or se rv ices  i n  Grantee's 

behalf f o r  t h e  P ro jec t ;  o r ,  



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

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

A.I.D., committing A.I.D. t o  reimburse such bank or banks for payments 

made by them to contractors or suppliers, under Letters of Credit or 

otherwise, for such goods or services, or (8) directly t o  one or more 

contractors or suppliers, committing A.I .D.  to pay such contractors or 

suppliers for such goods or services. 

( b )  Banking charges incurred by the Grantee i n  connection w i t h  

Letters of Commitment and Letters of Credit w i l l  be financed under the 

Grant unless the Grantee instructs A. I .D .  to the contrary. Such other 

charges as the Parties may agree to may also be financed under the 

Grant. 

Section 7.2. Disbursement i n  Support of Local Currency Costs. 

(a) After satisfaction of conditions precedent, the Grantee may 

obtain disbursements of funds under the Grant i n  support of Local 

Currency Costs required for the Project i n  accordance with the terms of 

this Agreement, by submitting t o  A. I .D . ,  with necessary supporting 

documentation as prescribed i n  Project Implementation Letters, requests 

t o  support such components of the ProJect. 

(b) A.I .D.  shall annually (or more frequently, if requested) 

transfer U.S. Dollars to the Treasury of the Republic of the 

Philippines for its use as free foreign exchange, i n  an amount 

equivalent to the estimated local currency requirements necessary to 

carry o u t  the Grantee-financed activities agreed upon for the ensuing 
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year (o r  shor te r  period a s  mutually agreed-to). In exchange fo r  t h i s  

U.S. Dollar  t r a n s f e r ,  t he  Grantee agrees t o  promptly author ize  the 

Ministry of  Human Settlements t o  make ava i l ab le  an equivalent  amount of  

l o c a l  currency f o r  the  purpose of financing the  l o c a l  c o s t  a c t i v i t i e s  

t o  be c a r r i e d  ou t  during t h e  ensuing agreed-to period. Evidence t h a t  

t h e  l o c a l  c o s t  a c t i v i t i e s  a r e  not  being financed, completed o r  

accomplished a s  mutually agreed-upon may be used a s  a b a s i s  f o r  not  

making subsequent U.S. Dollar t r a n s f e r s  i n  the amount requested. 

Sect ion 7.3. Other Forms of  Disbursement. Disbursements of 

t h e  Grant may a l s o  be made through such o ther  means as the P a r t i e s  may 

agree  t o  i n  wri t ing.  

Sect ion 7.4. Rate of Exchan~e.  Except a s  may be more 

s p e c i f i c a l l y  provided under Section 7.2, if funds provided under the  

Grant ere introduced i n t o  the Republic of the Phi l ippines  -by A.I.O. o r  

any pub l i c  o r  p r i v a t e  agency f o r  purposes of car ry ing ou t  ob l iga t ions  

o f  A. I .D. hereunder, the Grantee w i l l  make such arrangements a s  may be  

necessary s o  t h a t  such funds may be converted i n t o  currency o f  the 

Republic o f  t h e  Phil ippines a t  the  highest  r a t e  of exchange which, a t  

t h e  time the conversion is made, is  not unlawful i n  the Republic of t h e  

Phi l ippines .  

Article 8: Miscellaneous. 

Sect ion 8.1. Communications. Any no t i ce ,  request ,  document, 

o r  o t h e r  communication submitted by either Party t o  the  o the r  under 

this Agreement w i l l  be i n  wr i t ing  o r  by telegram o r  cable,  and w i l l  be 



deemed duly given o r  s e n t  when de l ive red  t o  such Par ty  a t  t h e  following 

addresses: 

To t h e  Grantee: 

Mail Address: Ministry o f  Human Set t lements  
Univers i ty  o f  L i f e  Complex 
Pas ig ,  Metro Manila 

A l t e rna t e  address  f o r  cables :  Telex Nos. 2451/2452 

To A.I .D. :  

Mail Address: United S t a t e s  Agency f o r  In t e r t i a t i ona l  
Development 

C/O The American Embassy 
Manila, Ph i l i pp ines  

A l t e rna t e  address  f o r  cables :  USAID/AMEMB MANILA 

A l l  such communications w i l l  be  i n  English,  un le s s  t h e  P a r t i e s  

otherwise agree  i n  wr i t ing .  Other addresses  may be s u b s t i t u t e d  f o r  t h e  

above upon t h e  g iv ing  o f  no t ice .  

Sec t ion  8.2. Representat ives .  For a l l  purposes r e l evan t  t o  

t h i s  Agreement, the Grantee w i l l  be represented  by t h e  i n d i v i d u a l s  

holding o r  a c t i n g  i n  t h e  o f f i c e s  of  t h e  Minister  o r  Deputy Minis te r  of  

the Minis t ry  o f  Human Set t lements  and A . 1  .D. w i l l  be represented  by t h e  

i nd iv idua l  holding o r  a c t i n g  i n  t h e  o f f i c e  of t h e  Direc tor ,  United 

S t a t e s  A. I .D. Mission t o  t h e  Ph i l i pp ines ,  each of  whom, by w r i t t e n  

no t i ce ,  may des igna te  a d d i t i o n a l  r ep re sen ta t ives  f o r  a l l  purposes o t h e r  

than e x e r c i s i n g  t h e  power under Sec t ion  2.1 t o  r e v i s e  elements of t h e  

amplif ied desc r ip t ion  i n  Annex I. The names of t h e  r ep re sen ta t ives  o f  

t h e  Grantee, with specimen s i g n a t u r e s ,  w i l l  be provided t o  A.I.O.,  
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which may accept as du ly  authorized any instrument signed by such 

representatives i n  implementation of this Agreement, u n t i l  receipt o f  

written notice o f  revocation of their authority. 

Section 8.3. Standard Provisions Annex. A "Project Grant 

Standard Provisions Annexu (Annex 11) is attached to and forms part of 

t h i s  Agreement. 

I N  WITNESS WHEREOF, the Grantee and the United States o f  

America, each acting through its d u l y  authorized representatives, have 

caused t h i s  Agreement to be signed i n  their names and delivered as of 

the day and year f i r s t  above written. 

REPUBLIC OF THE PHILIPPINES UNITED STATES OF AMERICA 

he1 da Romual dez Marcos Michael H: ~ r r n a c o s t  

Title: M i n i s t e r  
M i n i s t r y  o f  Human 

Title: Ambassador 
American Embassy 

Set t lements 



ANNEX I 

PROJECT DESCFaTPT ION 

I. Purpose 

The purpose of the  Rural Energy Development Projec t  Grant is t o  
provide funds, r e s u l t i n g  from t h e  amended Mil i ta ry  Bases Agreement of  
1947, t o  a s s i s t  t h e  GOP with the  economic and environmentally sound 
production and use of biomass energy resources and conversion 
technologies. T h i s  a s s i s t a n c e  w i l l  support the  GOP9s e f f o r t s  a t  
energy resource d i v e r s i f i c a t i o n ,  reduced o i l  imports, and an increased 
availability of  af fordable  f u e l s  i n  t h e  r u r a l  sec tor ,  

The Grant w i l l  provide funding t o  support  t h e  following GOP 
programs: (a)  the NEA1s wood-f i r e d  power p lan t s ;  ( b) t h e  FSDC s 
g a s i f i e r s  f o r  i r r i g a t i o n ;  and (c) the  FSDC's charcoal  production. The 
funding w i l l  f inance  o r  support fore ign and l o c a l  equipment purchases, 
tree farm development and consul tants ,  a s  out l ined below. I n  
accomplishing its purpose, t h e  p r o j e c t  w i l l  provide d i r e c t  
economic/PinanciaP benef i t s  r e su l t ing  from f u e l  subs t i&ut ion ; 
employment and income generat ion;  increased income t r a n s f e r  t o  r u r a l  
a reas ;  and have very p o s i t i v e  e f f e c t s  on the  environment. 

11. Description of  Pro.iect Components 

There are t h r e e  components within t h i s  AID-assisted r u r a l  energy 
projec t ,  a l l  of  which support  60P biomass production a c t i v i t i e s .  Each 
depends on the  production of wood and t h e  conversion of t h a t  wood t o  
energy. In  t h e  wood-fired power p l a n t  component, t h e  wood is 
converted t o  e l e c t r i c a l  energy; i n  the g a s i f i e r  component, wood is 
converted t o  mechanical energy t o  run i r r i g a t i o n  pumps; and i n  t h e  
charcoal component, wood is converted t o  charcoal  and then s u b s t i t u t e d  
f o r  petrolem-based f u e l s  f o r  a va r i e ty  of uses. 

1. Wood-Fired Power Plants :  NEB has es tabl i shed 115 m r a l  
electric c o o ~ e r a t i v e s  (RECs) s ince  its c r e a t i o n  i n  1969. Throuah its 
system of RECS, it has  a t o  establish 70 wood-fired p l a n t s  by 
1987, along wi th  the tree farms and related production f a c i l i t i e s  
necessary t o  f u e l  them, As part of t h i s  program, t h i s  A I D  supported 
component will assist  NEA i n  cons t ruct ing  and developing three sites 
i n  t h e  Visayas, The proposed sites are i n  Bohol, Negros Occidental 
and I l o i l o ;  however, sites may ke changed by mutual agreement 
ref lec ted  i n  a project implementation letter, Each s i te  w i l l  inc lude  
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a 5 MW, wood-fired power p l a n t  and a tree farm t o  support t h e  p lant ,  
To accomplish t h i s ,  the following s t e p s  w i l l  have t o  be taken: ( a )  
NEA arranges f o r  t h e  th ree  proposed RECs t o  lease between 1,800 and 
2,000 hectares  of current ly  denuded land from t h e  Bureau of Forestry 
Development (BFD) f o r  25 years wi th  automatic renewal f o r  another 25 
years;  (b) the three cooperat ives organize Tree Farmers Associations 
(TFAs) of  indigenous farm fami l i e s  located on p a r t  of t h i s  land and 
the TFA members elect t h e i r  o f f i c e r s ;  (c) t he  associa t ions  a r e  l e g a l l y  
incorporated as d i s t i n c t  e n t i t i e s ,  but a t  t h e  same time are an 
i n t e g r a l  part of  t he  REC; ( d l  the RECs, a s s i s t e d  by NEA's c e n t r a l  
o f f i c e  s t a f f  provide these  f ami l i e s  w i t h  information and ass i s t ance  
concerning the  program concept, t echn ica l  requirements, l e g a l  
a s s i s t ance ,  and a broad range of extension se rv ices  needed t o  develop 
tree farms; (e l  each TFA c o n s i s t s  of approximately 10 fami l i e s  which 
manage a 100-hectare module of land. Tree farm operat ions a r e  
genera l ly  conducted on a four-year p lant ing  and harvesting cycle by 
t h e  members of the responsible TFAs; ( f )  t h e  TFAs see t o  the plant ing ,  
maintenance, c u l t i v a t i o n  and harvest ing of the u n i t  s wood production; 
(g)  production loans, from the GOP-financed port ion of the  p ro jec t ,  
a r e  made t o  t h e  TFAs by NEA through t h e  REC, These loans a r e  passed 
t o  t h e  TFA members i n  t h e  form of farm inpu t s  and a s  payment f o r  
labor ;  (h) i n  t h e  four th  year, the associa t ion  hegins harvest ing and 
s e l l i n g  its wood t o  t h e  cooperat ive and begins repayment of the 
production loans; (i) during t h e  same four-year period t h a t  the  tree 
f a n  is being developed, the REC borrows from NEA t o  con t rac t  f o r  the 
const ruct ion  o f  the power p lan t  and f o r  the required power generat ion 
equipment. 

A I D  in tends  t o  f inance t h e  fore ign exchange c o s t s  of the t h r e e  5 
MW power p l a n t s  and the se rv ices  of an A&€ firm t o  develop p lan t  
spec i f i ca t ions ,  a s s i s t  i n  procurement and supervise construction. 
Total  AID-funded c o s t s  o f  the  three power p l a n t s  and the required ME 
s e r v i c e s  associa ted  wi th  them is estimated a t  $10.0 million, Should 
fore ign exchange c o s t s  exceed the $10.0 mi l l ion  hrdgeted f o r  t h i s  
component funds w i l l  be taken from t h e  charcoal  component t o  mabe up 
the s h o r t f a l l .  The GOP is financing t h e  c o s t  of wood production 
un i t s ,  t r anspor ta t ion  systems, t h e  p l a n t  and o ther  requi ree  civil 
works, a t  an est imated c o s t  of $12,7 mi l l ion  peso equivalent,  (See 
Pro jec t  Budget), 

2. G a s i f i e r s  f o r  I r r i g a t i o n :  To promote the organizat ion and 
support  of i r r i g a t i o n  organizat ions,  the FSDC forms Integrated Service  
Associat ions (ISAS), each composed of about 60 farm families. FSDC 
provides these  a s soc ia t ions  with a s s i s t a n c e  i n  organizing, 
r e g i s t e r i n g ,  t r a i n i n g  i n  f i n a n c i a l  and t echn ica l  matters,  
cons t ruct ion ,  credit, Pam systems technology, and follow-on extension 
services.  A t  t h e  end o f  1981, there were approximately 1,800 
farmer-owned ISAs nationwide representing 94,000 f a m  fami l i e s  and 
covering 140,000 hectares, 
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FSDC has a program t o  convert 495 of t h e  wholly diesel-driven 
pump systems t o  systems incorporat ing wood-fed g a s i f i e r s  t o  promote 
energy savings, The ISAs involved i n  t h i s  conversion program 
represent  about 26,000 farm famil ies  and cover an a rea  of 46,000 
hectares ,  requi r ing  approximately 1,150 g a s i f i e r  u n i t s  (2-3 u n i t s  f o r  
each pumping system). Each ISA i n  t h i s  component w i l l  i den t i fy  an 
ava i l ab le  s i x  hec ta re  a rea  of land,  e i t h e r  held by BFD, the  community 
o r  p r i v a t e  individuals ,  which is s u i t a b l e  f o r  t r e e  production and can 
be leased. In  add i t ion ,  t h e  ISA w i l l  r e c r u i t  new members who w i l l  
comprise a Fuel  Production Unit (FW) responsible f o r  developing and 
maintaining t h e  woodlot and producing woodchips f o r  gas i f i e r s .  

Provision of  AID/MHS ass i s t ance  w i l l  f a c i l i t a t e  financing the  
g a s i f i e r s  and woodlot development a t  the 495 sites, f o r  an estimated 
c o s t  o f  $3.30 mi l l ion  peso equivalent. This is estimated t o  represent  
49 percent of p r o j e c t  costs .  FSDC1s funds w i l l  Ix used t o  f inance 
p ro jec t  management, overhead, shipping, i n s t a l l a t i o n ,  engineering and 
contingencies est imated t o  cos t  $3.75 mil l ion  peso equivalent,  ISAs, 
with a s s i s t ance  from FSDC, w i l l  be responsible f o r  securing and 
l eas ing  necessary land f o r  the tree farms. 

Procurement of  g a s i f i e r s  w i l l  be on a competitive basis  open t o  
U.S, and Phi l ippine  firms doing business i n  t h e  Phi l ippines  and 
wi l l ing  t o  accept  payment i n  pesos, 

3. Charcoal Production: The FSDC is a l s o  responsible f o r  
implementing a major GOP program t o  s u b s t i t u t e  charcoal  f o r  household, 
i n d u s t r i a l ,  and a g r i c u l t u r a l  consumption of petroleum-based fuels .  
FSDC is i n  t h e  process of es tabl i sh ing up t o  76,000 hectares  of tree 
farms with charcoal  production f a c i l i t i e s  by 1987. Over 1,300 
hec ta res  were planted  i n  1901, A b y  p r i v a t e  s e c t o r  element of t h i s  
program is t h e  formation of Charcoal Producers Associations (CPAs) . 
Working through its prov inc ia l  and Area Offices,  FSDC helps  t o  
organize upland farmers, l and less  l abore r s ,  and o ther  indigenous 
unemployed or underemployed i n t o  groups which obta in  independent l e g a l  
s t a t u s  a s  incorporated CPAs, During the  i n i t i a l  phase, FSX provides 
t r a i n i n g  and o t h e r  a s s i s t ance  focused on administrat ion,  management, 
t echn ica l  requirements f o r  tree farms and marketing, Charcoal 
production t r a i n i n g  takes place  i n  a second phase during t h e  second 
and t h i r d  years. 

As legal e n t i t i e s ,  t h e  CPAs are non-stock corporations. Any 
benef i t s /p ro f i t s  which they generate are shared equally among 
members, FSOC w i l l  a s s i s t  each P A  l e a s e  land from t h e  BFQ on a 
25-year, automatical ly renewable f o r  another  25 years, Each CPA, 
composed of approximately 15 famil ies ,  w i l l  l e a s e  and manage tree 
farms i n  u n i t s  of up t o  100 hectares  with a b u t  f ive charcoal  ki lns.  
In  c a s e s  where demand warrants,  the u n i t  s i z e  w i l l  be reduced, 
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A supervised c r e d i t  program administered by FSDC w i l l  cover t h e  
c o s t s  of developing the  wood production u n i t  and t h e  cons t ruct ion  
ofki lns .  In  year 4, when charcoal  production and s a l e s  s t a r t ,  t h e  
CPAs w i l l  k g i n  their loan repayment from charcoal  sales.  The 
marketing o f  the charcoal  w i l l  be done by the CPAs. T h i s  s u t p r o j e c t  
w i l l  have three d i s t i n c t  markets f o r  charcoal: 

a, Industrial Uses: CPAs should market primarily t o  nearby 
i n d u s t r i a l  e n t e r p r i s e s  such a s  foundries,  cement and ceramic p l a n t s  
which are s u b t i l u t i n g  charcoal f o r  imported f o s s i l  f u e l s ;  and tobacco 
cur ing ,  g ra in  drying and o the r  heat  processing operat ions,  There could 
be a s  many a s  20 CPAs (about 2,000 ha. 1 i n  t h e  same a r e a  t o  supply a 
s i n g l e  i n d u s t r i  a 1  en te rp r i se ,  These CPAs a r e  expected t o  e n t e r  i n t o  
long-term supply con t rac t s  with the concerned en te rp r i ses ,  thereby 
having a r e l a t i v e l y  assured market f o r  their charcoal. About 130 of 
t h e  estimated 200 CPAs t o  be funded under t h i s  component are expected 
t o  be involved i n  the production of charcoal  f o r  i n d u s t r i a l  uses. The 
demand f o r  charcoal  by many l a r g e  i n d u s t r i e s  exceeds cu r ren t  supply i n  
t h e  area, Given the  supply s i t u a t i o n  and the f a c t  t h a t  supply 
c o n t r a c t s  w i l l  be used, t h i s  is considered a r e l a t i v e l y  low risk 
market, P r i o r  t o  any funding i n  these areas ,  d e t a i l e d  f e a s i b i l i t y  
s t u d i e s  w i l l  be made by FSDC t o  look i n t o  the techn ica l  aspects  and 
f i n a n c i a l  v i a b i l i t y  of the  p o t e n t i a l  users ,  and market cons idera t  ion, 

b. Major Urban Center Uses: Approximately 50 CPAs w i l l  be 
l oca ted  near  major population c e n t e r s  and should have a s  their primary 
m a r k t  households and medium and small  s c a l e  e n t e r p r i s e s  located i n  
these urban market centers .  CPAs may market a lone  o r  group themselves 
toge the r  depending on projected demand. CPAs may e n t e r  i n t o  supply 
con t rac t s ,  t x r t  their major market is expected t o  rely on broader demand 
s i t u a t i o n s  
fos te red  by the l a r g e  and increasing populations, This urban market 
is considered more r i sky than the  i n d u s t r i a l  charcoal  market, but well 
wi th in  acceptable limits, Before proceeding w i t h  p ro jec t  funding f o r  
a p a r t i c u l a r  CPA o r  groups of  CPAs, FSDC w i l l  perform site s p e c i f i c  
f e a s i b i l i t y  s t u d i e s  including demand and e x i s t i n g  m a r k t i n g  s t r u c t u r e s  
f o r  charcoal. 

c. Rural Uses: An estimated 20 p i l o t  CPAs w i l l  be i n  loca t ions  
where markets a r e  less well defined and e f f e c t i v e  demand for  charcoal  
not  developed o r  assured, These CPAs a r e  expected t o  se rv ice  small  
urban cen te r s ,  r u r a l  and a g r i c u l t u r a l  use r s ,  and households and w i l l  
gene ra l ly  be smaller  -- 20 t o  100 ha. per  CPA. The FSDC p lans  t o  
expand t h i s  CPA network throughout the country as demand is 
confirmed. The smaller  r u r a l  user  p i l o t  a r e a s  w i l l  provide valuable 
experience t o  determine market demand under varying conditions. While 
more r i sky  than the i n d u s t r i a l  and urban c e n t e r  o r i en ted  CPAs, t h e  
p i l o t  a c t i v i t i e s  a r e  considered e s s e n t i a l  f o r  poss ib le  fu tu re  program 
expansion. 
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Provision o f  AID assistance w i l l  f a c i l i t a t e  financing the costs 
associated with t ree  farm development and construction of the k i l ns  on 
a l eve l  equivalent t o  195 modules of 100 hectares each. This i s  
estimated a t  71 percent of the t o t a l  cost o r  $11.37 m i l l i o n  peso 
equivalent. FSDC I s  cap i ta l  funds w i l l  finance organizational and 
pro ject  management overhead costs plus contingencies which represent 
the remaining 29 percent o r  $4.61 m i l l i o n  peso equivalent. The f i n a l  
funding l e v e l  f o r  t h i s  component, both U,S. and GOP, w i l l  Lr? 
determined by the f i n a l  funding l e v e l  o f  the wood-fired power p lant  
component. 

Project Implementation 

A. General 

The wood-fired power plants component, which finances the foreign 
exchange costs of imported equipment and consultants, w i l l  use 
standard AID financing and procurement procedures. The two l o c a l  cost 
components (charcoal and gasi f iers)  w i l l  use FSOC implementat i o n  
procedures, financing procedures, procurement, monitoring and 
reporting. I n  support of l o c a l  costs, A I D  w i l l  provide do l la rs  t o  the 
M P  i n  exchange for the goverment using i t s  own budgeted resources t o  
carry out the agreed upon projects set out herein above and provide 
the agreed upon outputs. 

0. Implementation Arrangements 

1. Management Advisory Committee: The Management Advisory 
Committee (MAC) provides general program and po l i cy  guidance t o  the 
ESF program. The MAC, composed o f  eight cabinet ministers i s  chaired 
by the Minister o f  Human Settlements. The MAC has a Secretariat t o  
conduct day-to-day operations and represent the GOP i n  working wi th  
AID and the various implementing agencies ( i n  t h i s  case NEA and 
FSDC) . The Secretariat provides continuing l i a i son  wi th  implementing 
agencies and, working closely with AID, insures that  targets are met 
i n  accordance wi th  the Project Agreement. This involves preparing 
appropriate pro ject  documentation, monitoring pro ject  progress, 
arranging financing, trouble-shooting design and implementation 
problems, sponsoring GOP p m j e c t  audits and evaluations, and providing 
a var iety o f  other s t a f f  l e v e l  functions f o r  the MAC, 

2. NEA and FSDC: NEA i s  the implementing agency f o r  the 
wood-fired power p lants  pro ject  and FSDC is the implementing agency 
f o r  the g a s i f i e r  and charcoal projects. NEA and FSDC w i l l  implement 
t h e i r  respective pro jects  i n  accordance with standard GOP procedures 
and regulations, and the  t e n s  and conditions o f  the Project Agreement. 

3. Aqency Por Internat ional  Development: Under the foreign 
exchange procurements o f  t h i s  project, regular AID procurement 
procedures w i l l  be used. 
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A I D  w i l l  monitor progress f o r  the  l o c a l  inpu t s  primari ly t o  see 
t h a t  output  t a r g e t s  a r e  met i n  accordance w i t h  the Agreement described 
herein,  t h a t  t r e e  farms and woodlots a r e  es tabl i shed a s  agreed, and 
t h a t  charcoal  u n i t s  and g a s i f i e r s  a r e  put  i n t o  operation a s  agreed. 
A I D  w i l l  conduct site inspect ions  on a sample basis. The major 
implmentation respons ib i l i ty ,  however, w i l l  r e s t  with the  MAC 
S e c r e t a r i a t ,  which w i l l  monitor day-to-day implementation, and the  two 
implementing agencies. 

C. Approvals/Report ing 

1. Wood-Fired Power Plants:  A I D  and MHS w i l l  approve the  th ree  
sites, site development p lans ,  site development progress before power 
p lan t  c o n t r a c t s  a r e  awarded, procurement procedures, major host  
country tender documents and con t rac t s  and change orders  t o  the  major 
contracts .  F ina l  acceptance w i l l  a l s o  be approved by A I D  and MHS. 

The NEA w i l l  su tmi t  de ta i l ed  quar ter ly  progress and f inanc ia l  
r e p o r t s  t o  MHS and AID. Information t o  be included i n  the  r epor t s  
w i l l  be provided i n  implementation letters, 

2. G a s i f i e r s  f o r  I r r iga t ion :  A I D  and MHS w i l l  approve standard 
tender documents f o r  the procurement of g a s i f i e r s  including 
spec i f i ca t ions  and t h e  f i n a l  awards. AID and MHS w i l l  add i t iona l ly  
approve p ro jec t  s i te  l i s t i n g s  and schedules f o r  implementation a t  
intended sites. 

FSDC w i l l  sutmit  quar ter ly  progress and f inanc ia l  r epor t s  t o  MHS 
and AID. Information t o  be included i n  the repor t s  w i l l  be provided 
i n  implementation l e t t e r s .  

3 Charcoal: A I D  and MHS w i l l  approve an FSDC prepared handbook 
f o r  performing CPA f e a s i b i l i t y  s t u d i e s  ( t echn ica l ,  f inanc ia l  and 
marketing). S i t e  specific f e a s i b i l i t y  s t u d i e s  w i l l  be reviewed and 
approved by the  FSDC Board p r i o r  t o  t h e i r  su@ro jec t  approval. MHS 
and A I D  may a t  any reasonable time spot check f e a s i b i l i t y  s t u d i e s  f o r  
approved p ro jec t s  t o  insure  compliance with t h e  feasibility study 
handbook and FSDC1 s pro jec t  approval process, 

FSDC w i l l  s u h i t  quar ter ly  progress and f inanc ia l  r epor t s  t o  A I D  
and MHS. Information t o  ke included i n  these  r epor t s  w i l l  he provided 
i n  implementation letters. 

D, Retroact ive Financinq - 
FSDC has already s t a r t e d  its g a s i f i e r  and charcoal  programs. 

Costs incurred a f t e r  October 1, 1981 f o r  s u l p r o j e c t s  meeting 
requirements o f  t h i s  p ro jec t  w i l l  be considered b/ t he  MHS and A I D  f o r  
peso reimbursement of  allowable c o s t s  incurred, Any subproject  
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receiving retroactive financing will have to meet full f e a s i b i l i t y  
criteria, 
Reimbursement w i l l  be from the peso appropriated funds f o r  the 
projec t .  Th is  w i l l  be considered i n  determining the  i n i t i a l  d o l l a r  
dishrrsements under t h e  project .  

E. &oans/Repa yments 

The Rural Electric Cooperatives, In tegra ted  Service  Associations 
and Charcoal Producers Associations w i l l  be provided with necessary 
resources i n  cash and/or i n  kind on a loan h i s  by NEA amd FSDC 
p a r t l y  supported by the  p ro jec t  and p a r t l y  by NEA and FSDC counterpart  
funding, These w i l l  be repayable i n  pesos. Amortization payments 
from €SF supported s u t p r o j e c t s  flow back t o  t h e  Phi l ippine  Treasury 
General Fund, T h i s  P ro jec t  Agreement does not r e s t r i c t  the use o f  
t hese  peso re-flows t o  any p a r t i c u l a r  a c t i v i t y ( i e s ) .  

Evaluation PLAN 

A. General: Because of the  valuable lessons  learned from t h i s  
p r o j e c t ,  a r a t h e r  comprehensive evaluat ion p lan  w i l l  be implemented by 
A I D  and t h e  S e c r e t a r i a t  with cooperation from NEA and FSDCu Given t h e  
nature  of the  t h r e e  p ro jec t  components, a good dea l  of information can 
be obtained using rou t ine  records,  monitoring repor ts ,  and simple 
f i e l d  observation techniques. 

13, Process Evaluation: A process evaluat ion w i l l  be conducted 
a f t e r :  (1) t h i r t y  TFAs f o r  the wood-fired power p l a n t s  have been 
opera t ing  f o r  one year o r  about one and one-half years  a f t e r  p r o j e c t  
agreement execution; (2) one hundred g a s i f i e r s  have been operat ing and 
f i f t y  ISAs have been growing t r e e s  t o  f u e l  g a s i f i e r s  f o r  one year;  and 
(3) f i f t y  CPAs have been organized and growing trees f o r  one year. 
The process evaluat ion  w i l l  t a k  place 18 t o  30 months a f t e r  p r o j e c t  
implementationstarts.  It  w i l l  examine how the  p ro jec t  is being 
implemented, iden t i fy  problems and male recommendations f o r  c o r r e c t i v e  
act ions.  Approximately $60,000 is included f o r  t h i s  evaluat ion 
e f f o r t ,  which w i l l  involve a f i v e  t o  seven week team e f fo r t .  The team 
should have experience i n  such f i e l d s  as socio-cul tura l  a spec t s  of 
Phi l ippine  r u r a l  development, s o c i a l  fo res t ry ,  nonconventional energy, 
economics, and the  operat ion of l o c a l  and nat ional  F i l i p i n o  
i n s t i t u t i o n s .  Suggested methodology includes review of re levant  
documents, selected f i e l d  observations,  and interviews with 
appropr ia te  o f f i c ia l s  and l o c a l  p ro jec t  pa r t i c ipan t s .  

C. Impact Evaluations: Approximately $150,000 is b d g e t e d  f o r  
impact evaluat ions  of each of t h e  three components. Impact s t u d i e s  
w i l l  focus on achievement of s t a t e d  p ro jec t  purposes, t h e  economic 
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v i a b i l i t y  and competitiveness of t h e  technologies used, t h e  major 
lessons  learned which can be used i n  fu tu re  development e f f o r t s ,  and 
s p e c i f i c  information needs a t  t h e  time of the evaluation, 

1. Mood-Fired Power Plants: To be conducted a f t e r  a t  l e a s t  two 
of t h e  three power p l a n t s  have been i n  commercial operat ion f o r  
one year, i.e, roughly s ix  to  seven years  a f t e r  start o f  
implementation. If an impact evaluat ion  is required sooner, a 
study w i l l  be made of o ther  u n i t s  already on-line. Specif ic 
i s s u e s  include: Are tree farms and power p l a n t s  producing a t  
expected capac i t i e s?  Why o r  why not? Are TFAs and RECs 
operat ing e f f e c t i v e l y ;  how can they be improved? 

2, Gasif iers :  To & conducted a f t e r  f i v e  hundred g a s i f i e r s  have 
been operat inq using woodchips from the FPU woodlot f o r  one 
year ,  i.e, , ro;ghly Tour year's a f t e r  the  s t a r t  of implementation. 
Spec i f i c  i s s u e s  include: Are g a s i f i e r s  being operated and 
maintained e f f e c t i v e l y  and e f f i c i e n t l y ?  How can ex i s t ing  
problems be resolved? 

3. Charcoal Production: To be conducted a f t e r  a t  l e a s t  75 CPAs 
have been harvest ing trees, and producing and m a r k t i n g  charcoal  
f o r  a t  l e a s t  s i x  months, Lea ,  roughly f i v e  t o  s i x  years  after 
the  s t a r t  of implementation. Spec i f i c  f ssues  , include: Are CPAs 
v iable  i n s t i t u t f  ons? Have they obtained a d e q a t e  access t o  
land? Can they grow trees, opera te  k i lns ,  and sell charcoal  a t  a 
p r o f i t ?  Are they repaying their loans? 

D. Other Evaluation Ac t iv i t i e s :  Because of  t h e  importance of 
properly evaluat ing  t h i s  innovative p ro jec t ,  an add i t iona l  $43,000 is 
reserved f o r  o t h e r  evaluat ion r e l a t e d  a c t i v i t i e s  which may be needed, 
such as base l ine  d a t a  co l l ec t ion ,  s p e c i a l  surveys, inves t iga t ion  of 
c r i t i c a l  i s s u e s  which may a r i s e ,  and publ ica t ion  and dissemination of 
evaluat ion findings. 
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PROJECT BUDGET 11 
( $000) 

Source 
Financed/Sup- Implement- 
ported w/ESF i ng  Agency T o t a l  

1. Wood-Fired Power Plants 
- 

A, Grant Funding 
\ 

1, Imported Equipment 9, COO 
2, A&€ Firms and Consultants 1, ti00 

0. NEA C o n t r i h t i o n  
1. C i v i l  dorks 
2. Local Equipment 
3, Tree Farms & transport, 
4, A&€, Local 
5. Contingencies/ 

Pr ice Evaluation 
Subtotal 

2. Gasi f iers fo r  I r r i g a t i o n  

A. MHS Fundin d u n i t s  
2. Woodlots 

8. FSDC Contr i tu t ion 
1, tqulpment, shipping, 

ins ta l la t ion ,  6. e6g1g 
supervision 

2. Woodlot program management 
Subtotal 3,377 

3. Charcoal Production 
A. MHSFundin~ 

1, Tree Farms, , including - 
k i l ns  (212'modules) 11.370 

0, FSDC Contribution 
1. Program Management 1,567 
2, Cost Escalation 3,048 

Subtotal 11,370 4,615 15,985 

4. Project Evaluation 253 253 

PROJECT TOTAL 

1/ A I D ' S  funds are provided on an incremental basis, subject t o  the - 
a v a i l a u l i t y  o f  funds for t h i s  purpose and t o  the agreement of the 
par t ies t o  proceed, 

2/ For the l o c a l  components, A ID  w i l l  support the amounts hdge t  as MHS - 
cont r ih r t ion  by annual do l l a r  transfer. 



Definitions: As used in this Annex, the "Agreanent" ~ f e r s  t o  tbe 
Project Grant Agreenrent t o  which this Annex i s  attached and of which 
this Armex forms a part. Terms used in this  Annw haw the s a m  
m i r g  o r  reference as  En the Agreement. 

Article A: Project Implementation Letters. 

To assist Grantee in the implementation of the Project, A.I.D., 
from time t o  the, w i l l  issue Project Lmpleentation Letters that will 
furnish additional information a b u t  matters stated in this Agreement. 
?he Parties may also use jointly agreed-- Project Implementation 
Letters t o  confirm and record their mutual understanding on aspects of 
the implementation of this Agreement. Project Impl~mentation Letters 
will not be used t o  amend the text of the Agremmt, but can be used t o  
record revisions or exceptions which are permitted by tb Agreement, 
including the revision of elements of the amplified description of the 
h j e c t  i n  Annex I. 

Article B: General C o w m t s .  

Section B.1. Consultation. 'Ihe Parties w i l l  cooperate t o  
assum that the purpose of this Agrement will be accanplished. To 
this end, the ~ a k i e s ,  at the reefiest of either, w i l l  &charge views on 
the progress of the Project, the performance of obligations under this 
Agreement, the performance of consultants, contractors, o r  
suppliers engaged on the Project, m d  other matters relating to  the 
Project. 

Section B.2. Pxemtiorn of Project. 'Ihe Grantee w i l l :  

(a) Carry out the Project ar cause it t o  be carried out with due 
diligence and. efficiency, im edoreaity w i t h  sounl technical, 
financial, and manag-nt practices, andl in conforinity with those 
documents, plans, spectficatfons, contracts, schedules, o r  other 
arrangennents, and with any dlficatEorns therein, approved by A.I.D. 
pursuant to this Agreemat; and 

(b) Provide q u a l i M  m d  aperimed management far, and train 
such staff as may be approprLate for the h t e r a a n c e  and o p e r a t h  of 
the Project, and, as  applicable for c o n t h i r g  activities, cause the 
Project to be operated and maintained in such manner as t o  assure the 
contirmirlg and successffil of the purposes of the Project. 
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Section B.3.  Utilization of Goods and Services. 

(a) Any resources financed etnder the Grant w i l l ,  unless 
otherwise agreed in writing by A.I.D., be devoted to  the Project u n t i l  
the ccxnpletion of the Project, and thereafter will be used so as t o  
further the objectives sought in carrying out the Project. 

(b) W s  or s&ws financed under the Grant, except as A.I.D. 
may otherwise a p  in writing, will not be used to  prcmote or assist a 
foreign aid project or activity associated w i t h  or financed by a 
country not included in W e  935 of tke A.I.D. Geographic Code Book a s  
i n  ef fec t  a t  the t h  of such use. 

Section B .4. Taxation. 

(a) This Agreement the Grant w i l l  be free from any taxation 
o r  fees imposed under laws i n  effect i n  the terr i tory of the Grantee. 

(b) To the extent that (1) any contractor, including any 
consulting f i m ,  any personnel of such contractor financed under the 
Grant, and any property o r  transactions relat ing to  such contracts; and 
(2) any comnodity prom-t transaction financed under the Grant are 
not exempt from identifiable taxes, t a r i f f s ,  duties, o r  other levies 
imposed under laws i n  effect In the te r r i tory  of the Grantee, the 
Grantee, w i l l ,  a s  and t o  the extent provided irn and pursuant t o  Project 
linplementation Letters, pay o r  reimburse tfbg same w i t h  funds other than 
those provided under the Grant. 

Section B.5 .  Reports, Records, Inspections, Audit. Ihe 
Grantee w i l l :  

(a) k i s h  A.I.D. such information and reports relat ing t o  the 
Prsject and t o  this A g r m n t  as A.I.D. may reasonably request; 

(b) Maintain o r  cause t o  be maintained, in accordance w i t h  
generally accepted accounting principles and practices consistently 
applied, books and records relating t o  the Project and t o  this 
Agreanent, adequate t o  s h ,  w i t b u t  Ifni tat ion,  the receipt and use of 
goods and services acquired under the Grant o r  supported by transfers 
of the Grant. Such books and records w i l l  be audited regularly, fn 
accordance w i t h  generally accepted auditing standards, and maintained 
for  three years a£ter the date of last disbursement by A.1 .D. ; such 
books and records will also be adequate t o  show the nature and extent 
of  sol ici tat ions of prospective suppliers of goods and services 
acquired, the basis of award of contracts and orders, and f3e overall  
progress of the Project toward completion; and 

(c) Afford authorized representatives of a Party the opportunity 
a t  a l l  reasonable t b s  t o  inspect the Project, the ut i l iza t ion  of 
goods and s e ~ c e s ,  financed by such Party o r  supported by transfers 
financed by such Party, eKld books, records, and other documents 
r e l a ~ i r g  t o  the Project and the Grant. 



Section B.6. . Xhe Grantee 
confirms: 

(a) 'hat the facts d e h u o l s ~ e s  of which it has informed 
A.I.D., or caused A.I.D. t o  be Snfonned, in the came of &rg 
agreement w i t h  A. I .D.  on the Grant, are accurate and caqlete, and 
include al l  facts and cfmm 8 that mdght materially affect the 
Project and the dhcharge of r e spmf i i l i t i e s  under this Agreement; and 

(b) l;hat it will infom A.I.D. in timely M c m  of arxy 
subsequent facts  auzd cixetm~tanc:es that might materially affect, ar 
that it is reasonable t o  bel xnight so affect, the Project or the 
discharge of resgonslbil ities under this Agr-t . 

Section B.7. Grantee affirms that no payments 
have been or w i l l  be re= arry ~ f f i c i a l  of the Grantee in 
connection with the p m e n t  of g d s  or services financed under tk 
Grant, except fees, taxes, or s M l a r  payments legally established in 
the ccnmtry of the Grantee* 

Section 18.8. The Grantee w i l l  give 
appropriate publici ect as a program t o  
whirh the United States cm~Ibuted, fekntify the Project site, and 
mark goods financed by A,IoDe, as described in Project Implementation 
Letters. 

Article C: Procurement Provisions. 

Section C.1. Special Rules. 

(a) The a m e  and odgi.n of ocean and air shipping d l 1  be 
deemd t o  be the ocean wsselk sor aircraft's country of registry a t  
the t ime of s h i p n t  . 

(b) Prdm for m%ri:ne h s w m e e  placed in  tihe territory of the 
Grantee w i l l  be d e e d  tan eligible Foreign Exchange &st, ff otherwise 
eligible under Section C. 7 (a) . 

(c) Any- motor vehicles financed under the Grant w i l l  be of 
United States manufacture, except as A.I .D,  m y  o w w i s e  agree in 
w r i t i n g .  

(d) TrimsportatLon by air, f Lnanced under the Grant, of property 
or persons, will be on carriers biding Wted States certification, to 
the extent sewice by such carriers is available. Details on this 
requirement w i l l  be described Ln a Project Implemntatlnn Letter. 

Section C.2. Eligibillity Date. No goods or services may be 
financed under the &ant which are procured pursuant to  orders or 
contracts f h l y  placed or entered into prior to  the date of this 
Ap;reement, except cas the Parties m y  otherwise agree in  w r i t - .  
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Section C.3. In order 
far there t o  be mu s except - 
as the Parties may o e 

(a) Ihe Grantee w i l l  fumbh t o  A.I.D. upon preparation: 

(1) my plans, e~pecbfier%.tJtom~ p m m t  or emstn~ction 
schedules, cmenOacts, or other d-tatlan relating t o  g& or 
services to k8e f under the &ant, including d m t a t i c m  
relating t o  the g r e w l f f i a t h  and selection sf cmtractors and 
t o  the solic%brrathm of bids d proposals. Material 
modifications in such d tation w i l l  likewise be furnished 
A.I.D, on prepration; and 

(2) such doamentation dl1 also be h r n i s k d  t o  A. I .D. , upon 
preparation, relating t o  m y  g d s  8~ services, which, though not 
f inancd under the Grant, are d by A.I.D. t o  be of major 
importance t o  the P?%ojecl. Aspects of the Project involving 
matters under Ws s&section (a) (2) w i l l  be identified in 
Fko jec t PrmpLementat ion Letters. 

(b) Ilb-ts related to the p r e p l f f i c a t i m  of contractors, 
and t o  the solicitation of bids or p q o m l s  far gmds and services 
financed under the Grant w i l l  be approved by A* I .Dm in writing prior to 
their issuance, a d  their tern dl1 include hiked States standards 
and measurements; 

(c) Contracts and cmtractors financed under the Grant for  
engineering and other pmfessbm1. services, for canstruction sedces , 
and far  such other services, q i p n t ,  o r  materials as my be 
specified i n  Project Imp ion Letters, w i l l  be qpmved by A,I.D. 
in writing prior t o  execution of CIE contract. kterial modifications 
in such contracts dB'$ also be q p m d  in writing by A.I.D. prior t o  
execution; and 

(d) ConsuPtjieg used by the Grantee for the Project but not 
financed under the Grant, the scope of their services and such of their 
personnel assigned &o the Project as A.I.D. m y  specify, and 
construction contractors usedl by Grantee for the Project but not 
financed Mder the b a n  shall be ~nccqtable to  A. I *D. 

Fb more than reasonable prices 
w i l l  fj,,wmced, i n  whole o r  In part, 
under the grant. 

Section C.5 .  E%otifiatFon t o  Potential Suppliers. To permit 
a l l  United States firms t o  kzaw & qpmhmi ty  t o  participate in 
fbdshing g d s  md s e d e e s  to be %l.nmcBd m&r the @rant, the 



Grantee w i l l  h A.H.IB, such W~xmation w i t h  regard thereto, and 
at  such times, as  A.IeD. may request is-i Project L n p l ~ ~ ~ t a t i o n  Letters. 

Section C.6. . 
(a) Goods ~ M c h  a m  to be t r m r t : e d  t o  th territory of the 

Grantee may mot be under $kBe Grant if tramjmrted either: 

(1) on mn ocean vessel or a ~ ~ a £ t  under the £lag of a 
country which is rrot included in A.I.D. Geographic Code 935 a in 
effect a t  the t h e  of supment; or 

(2) on an ocean vessel wNch A.I.D., by written notice to  
the Grantee has designated as ineligible; or 

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

(b) Costs of ocean or air IsE'msportatlton (of goods or  persons) 
and related deliwry services m y  not be financed under the Grant, if 
such goods or persons ape carried: 

(1) on an ocean vessel under the flag of a country not, a t  
the t ime  of tM.pment, identified uflder the paragraph of the 
Agreement entitled '??rocmemmt Source: Foreign Ex-e Costs," 
without prior written A. I.D. approval ; or 

(2) on an ocean vessel wki& A.1 .D., by written notice t o  
the Grantee, has designated ass ineligible; or 

(3) d e r  an ocean vessel or air charter which has not 
received prior A.I.D. qpmval. 

(c) Unless A.E.D. detemhes that privately owned United 
States-flag r @ b P  o@ean vessels are not milable at  f a i r  and 
reasonable rates for such vessels: 

(1) a t  feast  fifty percent (Sa) of the gross tonnage of 
al l  gods (c for dry bulk &ere, dry cargo 

a.m.n. d ~ h  m y  IX transported 
sported on pdwte ly  md United 

ial vessels; m d  

( 2 )  at leaat fifty pereat (SOZ) of the gross freight 
revenue generated by al l  s m t s  financed by A.I.D. and 
transported to the territory of $he Grantee on dry cargo liners 
shall be paid to  or for the benefit of privately owned k i t e d  
States-flag c m$sl vessels. Csmpllan~ w i t h  the requirements 
of (1) and (2) of t h i s  subsection anst be achieved with respect 
to  any cargo t2rmspogg-ked frat U-S. ports and also any cargo 
transported ~ r n  m-U.S. parts, canput& separately. 
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(a) Marine insurance can goods financed by A.I.D. which are t o  be 
transported t o  the territory of the Grantee my be jKnanced as a 
Foreign IEK-e Cost under P-his Agreement prcndded: 

(1) such insurance is placed at the lowest available 
campetitive rate; and 

(2) clainns thereunder are payible in the currency in which 
such goods were fhancd or in  any Ereel m W i b l @  a.u-xency. 
If the Grantee (or gm-t of &antee 3 , by statute, decree, 
rule, regulation, or practice discriminates with respect t o  
A. I .Do -f inanced proamwent against any marfne insurance caupany 
authorized t o  do business i n  any State of the United States, then 
a l l  goods shipped to the territory of the Orantee financed by 
A.I.D. hereunder w i l l  be hured against marine risks and such 
insurance w i l l  be placed in the k i t e d  States with a company or 
cmpdes aulAmAzed t o  do a marine ine3m- business in a State 
of the United States. 

(b) Except as A. I.D. may otherwise agree in writing, the Grantee 
w i l l  insure, or  cause to be insured, g o d s  financed under the Grant 
imported for the Progect against risks h i d e n t  t o  their transit t o  the 
point of their use in the Psoject ; such irasurame wi.11 be issued on 
terms and conditions consistent with sound carmercLa1 practice and will  

' insure the f u l l  value of the gads. Piny f n d d i c a t i o n  received by 
the Grantee under such insurance w i l l  be used t o  replace o r  repair any 
material damage o r  any loss of the goods insured sn: w i l l  be used to 
reimburse the Grantee for the rep%aeement o r  repair of such goods. Any 
such replacement w i l l  be of source ad origin of ~ t ~ s  l is ted in  
A.I.D. Geographic W e  935 as in effect at the the of replacement, 

. and, except as the Parties may agree in writ-, will b otherwise 
subject t o  the provisjions of the Agreement. 

SectionC.8. U.%, G o v e m m n t ~ e d  EKcess Property. ?he 
Grantee agrees ehat wherever practicable Unit& States G o v e m t a J n e d  
excess personal property, in Bhu of nt?w items financed under the 
Grant, should be utilized. b d s  under the Grant: may be used to 
finance the costs of obtabhg sueh property for the h j ec t .  

Article D: Ternination ; Remedies. 

SectionD.1. Termination. Either Partymay t e m h t e  this 
Agreement by giving the other Party 30 days d t t e n  notice. 
Termination of thhs A g r m t  d l 1  terminate rany obligations of the 
Parties t o  provide ffrsancial or other resources t o  the Project pursuant 
t o  t h i s  Agxemmt, accept for payment which they are c d t t e d  t o  make 
pursuant t o  noncmcellable c d m n t s  entered into w i t h  third parties 
prior t o  the termination of this Agreement. In addition, upon such 
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termination A.I.D. may, at A.I.D. 's expense, direct that title t o  goods 
financed under the Grant be transferred to  A.I.D. i f  the goods are fmn 
a source outside Grantee's country, are in a delivlerable state and have 
not been off-loaded i n  ports of entry of Grantee's country. 

(a) In the case of any disbursement which is not supported by 
valid docmentation in acconhce w i t h  this Agreement, or which is not 
made or used in  accordance w i t h  this Agreement, or Mcih was for goods 
or services not used in accordance w i t h  this -t, A.I.D., 
notwithstanding the availability or exercfse of any other remedies 
under this Agreement, may require the Grantee to  refund the amwnt of 
su& disbursement i n  U.S. b l l a r s  to  A. I .D. w i t h i n  sixty (60) days 
after receipt of a nixpest therefor. 

(b) If the failure of Grantee t o  canply w i t h  any of its 
obligations under this Agreement has the result that goods or senrices 
financed under the Grant are not used effectiwly in acconlame with 
this Agreement, A.I.D. my require the Grantee to  xeW all  or any 
part of the amount of the disbursements under this b e a n e n t  for such 
goods or services i n  U.S. Dollars to  A.I.D. w i t h i n  s l x t y  days after 
receipt of a request therefor. 

(c) U.S. Ibllar disbursements of the Grant which are related t o  
a the local cost canponent of the Project are transferred t o  the Grantee 
in  exchange for certain promises, covermts and conditions of 
implementation which the Grantee has agreed to  follow. Evidence of 
material violation of the terms of this Agreement or of the use of the 
Grantee's awn resources supported by transfers of the Grant for 
activities or in ways not agreed to i n  this Agreanent may, a t  the sole 
option of A.P.D., be the cause for a refund of a l l  or any part of the 
amount of such disbursements in U.S. Dollars t o  A.I.D. within sixty 
(60) days after receipt of a request therefor. 

(d) The right d e r  subsection (a), (b) or ( c )  t o  require a 
refund of a disbursement w i l l  continue, notwithstanding any other 
provision of this Agreement, for three years f r o m  the date of the last 
disbursement under this Agreement. 

(e) Any reEunds under subsection (a) , (b) , or (e) , or (2) any 
refund t o  A.I.D. fPom a contractor, suppliers, bank or other third 
party w i t h  respect to  goods or services financed under the Grant, which 
r e b d  relates to  an unreasonable price for or erroneous invoicing of 
goods or services, or t o  gods that did not con£om to  specifications, 
or t o  services that were inadequate, w i l l  (A) be made available f i r s t  
for the Project, t o  the extent justified, and (B) the remainder, i f  
any, w i l l  be applied to  reduce the amrunt of the Crant. 
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(f) Any intexest ar other eamhgs on Grant funds disbursed by 
A.I.D. to the Grantee u m k  this Agreement prior to the authorized use 
of such funds for the Project w i l l  be returned to A.I.D. in U.S. 
Ibllars by the Grantee. 

Section D.3. N o d v e r  of Remedies. No delay in exercising 
any right or remedy accruing to a party in connection with its 
financixg under this Agreesmt will be construed as a waiver of such 
right or 1.Emedy. 

Section D.4. * . Ihe Grantee agrees, upon request, to 
execute an assignment to of any cause of action which may accrue 
to the Grantee i n  connecth w i t h  or arising out of the contractual 
performance or breach of performance by a party to a dlrect U.S. Dollar 
contract which A.I.D. financed in whle or in part out of funds granted 
by A.I.D. under this Agreanent. 


