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UNITED STATES GOVBRNMENT)

M emomna’um

T0 : Mr, Robert Jordan, OCD DATE: MAR 2 9 1989
FROM ¢ Malcolm Butler Fﬁ
Director )bk

SUBJECT : USAID Oversight of ESF-Financed Civic Aétjpn Program

Civic Action Program

The U.S. Department of Defense, acting through the Department of the
Army (DA), agreed to make $15 million in ESF available for the
procurement and delivery of heavy engineering equipment on behalf of the
GOP for use by the Armed Forces of the Philippines (AFP) in a program of
civic action infrastructure projects (the "Civic Action Program"). The
ESF was transferred to DA by AID in accordance with a Memorandum of
Understanding dated September 28, 1987 and executed in Washington among
DA, State and AID (Tab A). Although the funds transferred retain their
character as ESF and are subject to the provisions of the Foreign
Assistance Act pertaining to ESF, the expenditure and use of the funds
are the responsibility of and under the control of DA. The MOU specifies
certain reporting obligations of DA to AID/W regarding the expenditure of
funds.

The MOU requires a written agreement between pertinent U.S.
Government agencies in Manila regarding monitoring and accountability for
the equipment while under the operational control of the AFP. This
agreement is set forth in the Memorandum of Agreement dated October 9,
1987 between USAID/Manila and JUSMAG/Manila (Tab B). This MOA places
full responsibility on JUSMAG (i) to inventory the equipment upon
delivery, (ii) to monitor use of the equipment, (iii) to monitor
compliance of the AFP and other GOP agencies with any agreements
pertaining to the equipment, (iv) to make site visits, (v) to inventory
equipment upon decommissioning and (vi) to exercise all appropriate
remedies in the event of non-compliance by the AFP or any other GOP
agency with any agreement pertaining to the equipment.

The USAID/JUSMAG MOA requires JUSMAG to enter into an agreement with
the AFP and DPWH regarding the equipment and the civic action program.
This agreement is set forth in a Memorandum of Agreement dated
December 17, 1987 among JUSMAG, AFP, DPWH and NEDA (Tab C). This MOA, in
effect, constitutes the project agreement for the civic action program,
except that it does not obligate funds to the GOP. The ESF transferred
to DA has been or will be obligated (on or before September 30, 1988) in
contracts entered into by DA in procuring the equipment. These
obligating instruments have not been and are not required to be reviewed
by or provided to USAID/Manila.
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Section 6(F) of the DA/State/AID MOU states that "JUSMAG will provide
to USAID/Manila for transmittal to DA a complete 1ist of required
equipment and spare parts, information on how the shipment will be made,
where it is to be shipped, and for whom it is to be marked." However,
the responsibilities thereby placed upon USAID/Manila were devolved upon
JUSMAG pursuant to Section 1.1 of the USAID/JUSMAG MOA; JUSMAG's
responsibilities in this regard are further reflected in Section 1.1 of
the JUSMAG/AFP/DPWH/NEDA MOA. Thus, all USG responsibilities involving
the procurement of the equipment have been and will be handled by JUSMAG
and DA,

Responsibilities of AID

1. Program Justification and Transfer of Funds

AID's initial responsibilities were (i) to provide the legal and
progrsi jusfification for the civic action program and to satisfy
Congressional notification requirements (DA/State/AID MOU, Section 3) and
(ii) to ~ransfer $15 million in ESF to DA (DA/State/AID MOU, Section
6(A)). AID/W was responsible for and has discharged these obligations.

2. Monitoring the Expenditure of Funds

DA is required to provide AID/M/FM/CAD a monthly report on
Budget Execution (SF-133) (DA/State/AID MOU, Section 6(B)) and to return
any funds not required for the program to AID (DA/State/AID MOU, Section
6(E)). AID/W is responsible for overseeing DA's compl iance with these
reporting and funds re-transfer requirements.

3. Monitoring of the Civic Action Program

JUSMAG has direct responsibility for monitoring the civic action
program and the compliance of cognizant GOP agencies with agreements
pertaining to the equipment and the conduct of the program. USAID's
responsibility is to monitor JUSMAG's compliance with the USAID/JUSMAG
MOA. The principal means of USAID oversight is the review of JUSMAG's
periodic field reports of visits to project sites and maintenance
facilities. JUSMAG is required to submit such reports to USAID pursuant
to Article 3 of the USAID/JUSMAG MOA. In connection with each report,
JUSMAG 1is required to certify that the use of the equipment is in
compl iance with all applicable agreements, or to note any exceptions and
state what actions have beer or will be taken by JUSMAG to remedy
non-compl iance. Pursuant to Article 4 of the USAID/JUSMAG MOA, JUSMAG is
required to notify USAID of the status and progress of any actions taken
to remedy non-compliance by the GOP with any agreement pertaining to the
equipment and the program.

In the event that the civic action program is terminated or any
equipment is decommissioned from AFP use, USAID and DPWH are required to
enter into an agreement providing for USAID monitoring and approval of
the use of the decommissioned equipment (USAID/JUSMAG MOA, Section 2.4).
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4. Assignment of USAID Responsibilities

A.

OCD/EIED.

Office of Capital Development

The responsibilities outlined below are assigned to

The Chief of OCD shall formally designate the responsible USDH

Officer (and alternate) by memorandum. dJpon rotation or during extended
absences, these delegations will be amended or revised by the Chief as

necessary.

OCD is responsible for:

Maintaining the official USAID files on all matters
pertairing to the civic action program.

Establishing and maintaining 1iaison with cognizant JUSMAG
officers. Liaison with the AFP, DPWH, NEDA or other GOP
agencies in connection with the program is the
responsibility of JUSMAG and should not be undertaken by
0CD, except as noted below in the case of decommissioning of
equipment.

Obtaining JUSMAG's field reports. No regular reporting
schedule is provided in the USAID/JUSMAG MOA, since JUSMAG
field reports are to be prepared in connection with
intermittently screduled site visits. However, OCD should
request JUSMAG to aavise USAID of planned site visits in
order to monitor JUSMAG's compliance with this reporting
requirement. USAID is not responsible for direct monitoring
and oversight of the program; therefore, USAID Officers
should not accompany JUSMAG officers on site visits, attend
meetings with GOP officials, or review reports submitted to
JUSMAG by the GOP in connection with the program without the
express authorization of 0D.

Reviewing JUSMAG's field reports. OCD should ensure that
field reports are responsive to the requirements of
Article 3 of the USAID/JUSMAG MOA, including the
certification requirements.

Obtaining written reports from JUSMAG on the status and
progress of any remedial actions taken by JUSMAG in cases of
non-compl iance by the GOP with agreements pertaining to the
program.

Establishing 1iaison with appropriate officials of DPWH in
the event of decommissioning of equipment from AFP use;
preparing (with drafting assistance of the RLA) the
necessary agreements regarding non-civic action use of
decommissioned equipment; and administering any agreements
entered into in this regard.
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5, PRegional Lecal Advisor

The Regional Legal Advisor is responsihle for:

« Providing Yegal advice and gereral counsel to USAID
regarding the program and the agreements pertaining to {t.

- Drefting any agreements pertaining to the non-civic action
use of the ecuiprent upen decommissioning,

- Clearing any written communication issucd by USAID
concerning the obligations of any party under an agreement,
1auw or reculation, or regarding the exercise of remedies by

JUSIAG.

5. Issies Reserved for the Ambassador

Pursuant to Section 1.2 of the USAID/JUSHAG 1OA, the
JUSHAG/AFT /DPYM/NEDA DA mav not be amended witheut the prior written

aporoval of the Chief of !iission (Ambassador or Charge d'Affaires).
pp ¢
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MEMORANDUY OF UNDERSTANDING ne (J - ! :I - D
ASSISTANCE FOR PHILIPPINE NATIONAL CIVIC ACTIOI&’“F&?GP].E.M_‘S s
s 28 i il
; : N T .' -

1. The United G-z-es Empassy in Manila has receivead a reqﬂest'”
from “he Government of the philippines (GOP) for &ssistance in
support of the GOP National Civic action Program. Tne assist-
ance is o consist of heavy engineering ecuipment and spare
parts to be used exclusively for civic acticn infreastructure
projects such as’ roads, schools, canals, and potaple water

wells o improve the life of the rural ponulation in the
philippines. The program is managed by civilien officigls

of the Government of “he Philippines, in accordance with
procedures epplicable to the National civic Action Program.
Tizling of the egripment and spare parts will Se to the S02's
Deparzment of Public Works and Highways (DPViH wnich, in turn,
will give opesrational control of the eguicrment and spare Paris
o -~he rrmed Forces of the Philippines (AFP). The eguipmsnt
ang sbzre parts will be placed in the custocy of the irmed
Forces of the Philippines solely for this purpose. kS orovided  _ ..
in Section 531(e) of <he Foreign Assistance kcc of 1%p%l1, &s ooV 1LS T
amendad, the assistance may not be used for military or para- 82 | 'V
militery purposes. AFP will turn over to DPWE any ecuipment R
ené sopare parts furniszed hereunder and no longer needed Zor (I N
the Rztional Civil 2ction Program. :2:=;“ ;V
: e ToL T Copl 1
2. ™The GOCP reguest has bgen raviewsu &ng &pprovea by %“he To 1
Embassy znd the approoriate cfficiels of the Departiment oi i otie |
Stzte znd =he Agency for Internaticnal Development (4.1.D.). oS |
They nhave c¢etermined that the use of Tconomic Support Funas | 1o |
(2SF) is appropriete for this purpose. G= ! !
T : a1
3. in accordznce with their responsibilities for ES&F programs, .t ! 1 '
the Department of State ané A.I.D. will Dbe responsizle for <the 'éﬁf; v
lecal znd program justifica?ion of this aessis+<ance &ndé the d; ™
necessary congressionzl notifications. oe :
noPT -
4. The Depzr<ment of Deifense throuch tne Depar<ment of the wante
Army (D2) will be responsiple for procurement and delivery FovEc R JUL R
of the engineering eguipment ana spare parts. Tne procuremant kAL
will pe accomplished throuch ¢ mpetitive procedures in accora- [THET pis
ance witn ‘re Competition in Con:racting hct anc¢ epplicasle 7 %5 ¢~
DOD procurement sIatiies and reculezions. Fer thet puropese,
$15,000,000 will be allocated -0 DA ircm the eroiicenle ESF
aporopriation account pursuant €o Section 632(&) of the Foreicn
Lesicvaiice act, as amsnaed, subject to the justificesisn-gna
no“ification process noted in paragraph 3 aoove}/({1l)3l 73
..z’ 5.,"'-.'__ — ' //' A. NS
| {0 ReavEl
! o
- : . ‘.:';.C'f:;&’ T/T’f-”"{ i o QLT 2 O .35{ "
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5. Arrangements for monitoring and accountability while the
equipment is under the operationzl control of the AFP will be
consummated in written agreement between the pertinent U.S.
Government agencies in Manila.
bt '.~' B
6. Terms and conditions. Except as A.I.D. and the Department
of Defense may otherwise agree in writing, the allocation of
funds is subject to the following terms and conditions.
: Y
A. DA shall receive the allocation of A.I.D. funds as a
Treasury Depariment non-expendaiture transfer authori-
zation (SF-1151). DA shall assure that A.I.D. funds
are accounted for separately within DA accounts. The
DA snall keep full and complete records and accounts
with respect o the X.I.D. funds and make those
records and accounts available to A.I.D. upon
request. Total cost for procurement and delivery
of the eguipment and spare parts, including a 3%
administrative surcharcge, shall not exceed the
15,000,000 allocation described herein.

B. DA will provide the A.I.D. Office of Financial Manace-
ment a monthly report on 3udget Execution (SF-133),
The report will be sent to the following address:
2gency for Internationel Development
4/FM/ChD, Room 3517, State annex 12
Washington, D.C. 20523

C. D2 will keep the Chief of Diplomatic Mission in hanila
informed on the status of procurement 2nd shipment of
the eguipment &nd spare pizrts related to this assist-
ance, as may be reguired.

gated Dy
30 September 1967, will be available for obligation
until 30 September 19886 once DA is notifiied in writing
by A.I.D. thet the funds have bzen apportioned by OMB
for ry 1¢88.

D. any funds covered hereunder not obliga

E. Funcés no:t reguired for “nhis assistance will be
returned o A.I1.D. on & S§F-1151.



F. ~ JUSMAG will prov1de to USAID/Manila for transmittal
to DA a complete list of required equipment and spare
parts, information on how the shipment will be made,
where 1t is to be snipped, and for whom it is to be
marked.. . Title of the eguipment and spare parts will

pass gp'the GOP F.0.B. point of origin.

////// / it @~%1
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CONFORLIED Copy

MEMORANDUM OF AGREEMENT

By this Memorandum of Agreement made and entered into on the
Sth day of October, 1987, the Joint United States Mi litary Ass1stance
Group ("JUSMAG") and the United States Agency for International

Development ("“USAID"), hereby agree as follows:
WITNESSETH THAT:

WHEREAS, the Agency for International Development ("AID"), the
Department of State ("State") and the Department of Defense, acting
through the Department of the Army ("DA") have entered into a Memorandum
of Understanding on September 28, 1987 (the "Section 632(a) Agreement")
prov%ding for the transfer of an allocation of $15,000,000 in Economic
Support Fund ("ESF") appropriations from AID to DA pursuant to Section
632(a) of the Foreign Asgistance Act of 1961, as amended (the "FAA"); and

WHEREAS, the Section 632(a) Agreement provides that DA wi]]
utilize the ESF allocation so transferred for the purpose of procuring
heavy engineering equipment (the "Equipment”) on behalf of the Government
of the Republic of the Philippines ("GOP") for use by the Armed Forces of
the Philippines ("AFP") in a'program of civic action infrastructure
projects (the "Civic Action Program"); and

WHEREAS, the Section Géz(a) Agreement requires agencies of the

United States Government in the Philippines to agree on arrangements for -
monitoring of and accountability for the Equipment while it is under the

operational control of the AFP,
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NOW, THEREFORE, JUSMAG and USAID (the "Parties"”) hereby agree as

follows:

ARTICLE 1:  GENERAL UNDERSTANDINGS

Section 1.1. Civic Action Agreement. The Parties

understand and ag : that JUSMAG, the AFP and the Philippine Department
of Public Works and Highways ("DPWH") will enter into a Memorandum of
Agreement on Civic Action (the "Civic Action Agreement") setting forth,

alia, the rights and obligations of the parties thereto with

respect to the procurement of the Equipment by DA on behalf of the GOP
for use by the AFP in the Civic Action Program, ownership and custody of
the Equipment, preparation and approval of periodic plans for the
deployment and use of the Equipment, restrictions on use of the
Equipment, maintenance of the Equipment, monitoring and reporting on use
of the Equipment, and remedies in the event of non-comp]fance with the
terms of the Civic Action Agreement.

Section 1.2. Approvals. The Parties agree that the Civic

Action Agreement shall be in form and substance satisfactory to tﬁe Chief
of the U.S. Diplomatic Mission to the Philippines ("Chief of Mission"),
and shall not be executed or amended without the prior written approval
of the Chief of Mission. The Civic Action Agreement shall provide, inter
alia, that any subs1d1ary egreements or sub-agreements entered 1nto by
DPNH the AFP or any other agency or instrumentality, pertaining to the
Equipment, shall be in form and substance satisfactory to JUSMAG and

shall not be executed or amended, and that no waivers, approvals or
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permissions,'the issuance of which is reserved to DPWH, the AFP or such
other agency or instrumentality, shall be exercised, without the prior

written approval of JUSMAG.

Section 1.3, No Military Use. The Parties understand and

agree that in accordance with Section 531(e) of the FAA, the Equipment
may not be used for military or paramilitary purposes. JUSMAG shall take
the necessary measures, including, without 1imitation, the performance of
its obligations under this Agreement and the administration of the Civic
Action Agreement, to ensure that the Equipment is used in conformity with

the requirements of Section 531(e) of the FAA.

ARTICLE 2:  MONITORING

Section 2.1.- General. JUSMAG agrees to monitor, during

any per{od in whichithe Equipment is in the custody of the AFP or is
available for use by the AFP, (i) the care and use of the équipment and
(11) compliance by the parties with the terms of the Civic Act1dn
Agreﬂmﬂnt and any other agreement or sub-agreement perta1n1ng to the
Equipment. .

Section 2.2. Initial Inventory. Representatives of

JUSMAG, together with representatives of DPWH and the AFP, shall
inventory the Equipment upon its arrival in the Philippines, and shall
certify receipt by identifying with respect to each item of the Equipment

(1) the manufacturer's serial number, (ii) nomenclature, (iii) model,

(iv) attachments, (v) rated power, (vi) spare parts, (vii) conformity to

specifications and freight waybill identification and (viii) any‘other'

pertinent identifying characteristics.



Section 2.3. Project Site Visits and Maintenance Facility

Visits. Representatives of JUSMAG shall periodically visit (i) selected
project sites under the Civic Action Program to observe the Equipment and
the uses to which it has been or is being put and (ii) ma}ntenance
facilities for the Equipment to determine compliance with maintenance
plans contained in or approved pursuant to the Civic Action Agreement.
JUSMAG shall exercise its best judgment in selecting project sites and
maintenance facilities for visitation and in determining the frequency of
such visits, giving due consideration to its general monitoring
responsibilities as stated in Section 2.1 and its reporting
responsibilities as stated in Article 3 of this Agreement.

Section 2.4. Inventory upon Decommissioning or Termination

of the Civic Action Program. Representatives of JUSMAG, together with

representatives of DPWH and the AFP, shall inventory_ (i) any item of the
Equipment upon its decommissioning from use by the AFP and (ii)'all items
of the Equipment in the custody of the AFP at the time the Civic Action
Program is terminated. A1l items of the Equipment so inventoried shall
be delivered to the custody of DPWH for salvage or rehabilitation and
recommissioning for use by DPWH. The Civic Action Agreement shall
provide that the use of the équipment upon such decommissioning or
termination of the Civic Action Program shall be subject to approval andl
monitoring by USAID pursuant to a written agreement to be entered into by
and between USAID and DPWH, which shall remain in force and effect until

September 30, 1992.

/



ARTICLE 3. REPORTING
JUSMAG shall provide USAID with a copy of all field reports

which describe the Equipment, its use or movement and summarize in report
form each project site visit and maintenance facility visit. The
periodic field reports shall describe the adequacy of maintenance of the
Equipment and the current status of the Equipment and shall certify, to
the best of the knowledge and belijef of the representative of JUSMAG %E}
certifying, after due inquiry, tha; the use of the Equipment is in
compliance with all applicable agreements pertaining thereto, or noting
any exceptions to compliance and stating what actions have and will be

taken by JUSMAG to remedy such non-compliance.

ARTICLE 4. EXERCISE OF REMEDIES

The Civic Action Agreement shall provide remedies to JUSMAG
in the event of non-compliance with the Civic Action Agreement or ény
other agreement or sub-agreement pertaining to the Equipment. . If any....
event of non-compliance shall occur, JUSMAG shall diligently pursue such
remedies and notify USAID of the status and progresé of such remedial

actions.

ARTICLE 5.  MISCEILANEQUS

Section 5.1, Amendments. This Agreement may not be

amended except by means of a written instrument signed by both of the

Parties.

Section 5.2. Termination. Except as USAID may otherwise

agree in writing, JUSMAG's obligations under this Agreement shall
.continue until the earlier to occur of (i) such time as all items of the

Equipment have been decommissioned from use by the AFP and inventofied
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and delivered to DPWH in accordance with Section 2.4 of th}s Agreement or
(1) such time as the Civic Action Program is terminated and all items of
the Equipment have been inventoried and delivered to DPWH in accordance
with said Section 2.4; provided, however, that except as USAID may
otherwise agree in writing, JUSMAG's obligations under Article 4 to
exercise remedies shall remain in full force and effect with respect to
any claim which matured prior to such deconmissioning or termination
until all such claims have been settled in form and substance

satisfactory to USAID.

IN WITNESS WHEREOF, the Joint United States Military Assistance
Group and the United States Agency for International Development, each
acting through its duly authorized representatives, have caused this
Memorandum of Agreement to be signed in their names and delivered as of

the day and year first above written. ... ... . . .o ...

JOINT UNITED STATES ’ UNITED STATES AGENCY FOR
MILITARY ASSISTANCE GROUP INTERNATIONAL DEVELOPMENT

Charles E. Teeter

Title: ___ Major General Title: Director

e 1



NOTE April 6, 1988

T0 : Mr. Frederick W. Schieck, Director_ .

FROM : Keith E. Brown, Chief, 0CD /M/

SUBJECT: Civic Action

Please find attached for your review and information a copy of
the Civic Action Memorandum of Agreement (MOA) between NEDA and
JUSMAG, although DPWH Secretary Ferrer and AFP Chief of Staff
General De Villa also signed the MOA. Please note the
introductory paragraph which states that the MOA was made and
entered into on December 17, 1987. This is contrary to my
discussion Monday with Southworth who told me February 8-10,
1988. I surmise that they did not change the date of the MOA
to reflect when the last signature was obtained.

cc: 0D:JSBlackton
PRO:WTOliver
RLA:BMMiller
O0CD:MDeMetre

-

e —— .
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MEMORANDUM OF‘AGREEMENT

"By this Memorandum of Agreement made and entered into on this
17th day of December, 1987, the Republic of the Philippines, acting
through the National Economic and Development Authority ("NEDA") and
the United States of America, acting through the Joint United States
Military Assistance Group ("JUSMAG"), hereby agree as follows:

WITNESSETH THAT:

WHEREAS, the United States of America, acting through the Depart-
ment of Defense ('"DOD"), has agreed to wutilize not more than
$15,000,000 in Economic Support Funds for the purpose of procuring-
engineering equipment for use by the AFP in a program of civic action
infrastructure projects; and ) ~

WAERZAS, the NATIONAL ECONOMIC AND DEVELOPMENT AUTHORITY (NEDA),
the Philippine Govertment Agency designzted znd mandated by 1law to
handle 211 ZSF transactions, by authority of the Director-Generzl or,
in case of her absence, the Officizl designated to act in or take
place, hereby designates the duly authcrized representatives of the
Department of Public Works and Bighways (DPWH) and the Armed Forces
of the Philippines (AFP) as additionzl representatives of the Republic
of the Philippines, pursuant to Section 5.6 hereof.

WHERTAS, "NEDA, DPWH, the £FP znd JUSMAG (the"Parties") wish to
set Torth their mutuzl understanding regarding the use, monitoring and
other matters pertzining to such engineering equipment.

NOW, TEERZFORE, the Parcies hereby zagree as follows:

ARTICLE I: THE EQUIPMENT. -

. Section 1.1. Procurement of the Equipment. The LFP and
JUSHAG shall mutuzlly agree om a2 list speciiying items of engineering
equipzent and spare parts with respect to which procurement by DOD
utilizing Zconomic Support Funds is Tequested by the Republic of the
Phnilippines. JUSMAG shall endorse the agreed upon list of items, znd
21y modificatioms thereof mutually agreed by the ATP and JUSMAG, to
z eking procurement of the items <cherein

DOD for the purpose of TT
-described. DOD shall undertake the procurement of szid items in
actices znd procedures,

Fe

accordance with standard DOD procurement pract

subject to any modificztions thereoi- or.undsrstanding with- respect - -
thereto mutually agraed in % by the AFP and JUSMAG afrter
coordimztion with the U £ fepse znd the U.S. Deparc-
ment of Stata. Thé Par agree that no odiigzzion
of funds by the Unitead nzll occur with respezt to
said procurement. unles s for the acquisition of




ities. The Parties further understand and agree that the United

States of America shall not obligate an arount in excess of $15,000,000
for the purpose of acquiring said items anda any ancillary services,
inzluding ocean transportation, azd that no funds shall be obligated
aiter September 30, 1988.

Section 1.2. SHipment and Consignment of the Equipment.
DOD or its agencies or instrumentalities shall arrange for the ship-
ment of all items of engineering equipment procured pursuant to
Section 1.l (the "Equipment"), in accordance with shipping inscructions
mutually agreed upon by the AFP and JUSMAG after coordination with the
U.S. Department of Defense and the U.S. Department of State. Shipping
of the equipment may follow the 50%-507 cargo sharing arrangement between
RP-US flag vessels. This can be the subject of an agreement to be
appended. DOD or its agencies or its instrumentalities shall consign
the Equipment to DPWH and shall ensure that shipping documents are
prepared accordingly. JUSMAG shall advise the AFP of shipping schedule
for the Equipment znd the ATP shall in turn so advise DPWH.

.

Section 1.3. 1Initial Inventory of the Equipment. Upon the
initial arrival of any item or items of the Equipment in the Republic
of the Philippines, duly authorized representatives of the AFP, DPWH
and JUSMAG shzll jointly inventory szid item or items znd shall jointl
certify receipt by identifying with respect to each sucuh item (i) the
manuiacturer's serial nuober, (ii) comenclature, (iii) model, (iv) at-
tachaments, (v) rzted power, (vi) spare narts, (vii) conformity to
specifications and freight waybill idencificarion and (viii) zny other
pertinent identiiying characteriscics

Section 1.4. Ti:tle and pcssession of the E.uipment. Légal
title to the Equipment under the lzws of the Republic of the Philippines
shall be vested in and rezained by D®WE. Prozptly upon arrival of any
item or icems of the Zquipment in the Republic of the Philippines, DPWH
shall effect the transfer of possession -and control of such item or
items to the AFP, subject to the terms and copditions of this Agreement, .
or 2s otherwise agreed upon in writing by the Parties. Therezfter, the
representative of the ATP shall take physiczl possession and sign invoice
and Memorandum Receipts in favor of DPWH. DPWS shall journalize said
equipment into Zquipment Accounting to establish ownership on the basis
of the Memorandum of Agreement, Consular Iaveice, Bill of Landing, Pu:s-
chase Order and Suppliers Cercificazte. JUSMAG will be provided copies
of such documents. .

ARTICLE II. DEIPLOYMENT AND USE OF TEE.EOUI?MENT.

Section 2.1. (Civic Action Progrzz: No Military Bse. The ASP
agrees that 211 times during wnich it has acruzl possession and control
of 2ay.item or items of the Zquipment, such ited or items shall be used
exclusively for the purpose of carrying out & program of civic action
infrastructure project such as cemstruc=icn zad rehabilitztiecn of roads,
schools or othar szzll-sczle infrzsiructuve prcjects ceveotad to zad ia
Zurctherznce of c1";lian purpeses (the "Civiec Action Prograzm"). The )
' [

/ -2~
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Partics understand and agree that, in accordance with Sgction 531(&)
of the U.S. Forelgn Assistance Act of 1961, as amended, the Equipment
may not be used for military or paramilitary purposes.

Section 2.2. Deployment of the Equipment. The AFP shall
deploy the Equipment o engineering battalions of one or more of its
nilitary branches involved in projects under the Civic Action Program
1n accordance with the Civic Action Program.: The AFP shall promptly
deploy the Equipment to its assigned units and inform JUSMAG and DPWH
in writing of the engineering battalion to which each item of the
Equipment has been assigned, and of any modifications of such assign-
ments, ldentifying each such item of the Equipment by serial number
and other identifying characteristics.

receipt of noti-
which an item of
its regional

. Section 2.3. Transportationm Support. Upon
fication from the AFP of the engineering battalion to
the Equipment has been assigned, DPWH shall so inform
oifice in the viciniry of such location. If required, and upon the
request of the ATP, DPWH shall provide or arrange for inland transpeor-
tzation of each item of the Zquipment to such location upon arrival of
the Equipment 2t Philippine outports. DPWH, through its regional

offices, shall further pjrovide or zrrange for inland transpor:tation

from time to time if required znd upon the request of the AFP of items
from construcrtion sites and storage and main-

of the Equipment to an
tenance facilities. Transportation expenses must be borme by the ATP.

Section 2.4. Annual Work Plzns. DPWH and the AFP shall
agree im writing on an znnual work plam for the Civic Action Program.
The AFP shall provide JUSMAG with a copy of such annua) work plans not
later than 30 January of each year. The ATP shall promptly nocify
DPWH and JUSMAG ‘of 2ny material modification of an annual work plean.

ARTICLE ITII. OPZRATIONS AND MAIN T:XANC;.

Section 3.1. General. The ATP shzll maintain and operate. . .
the EZquipment so 2s to carry out the Civic Action Program effectively-
at all times and shall zllocate resources or otherwlse obtain sur “icient
operations and mzintenance funds therefor. :

Section 3.2.- Mzintenance Plan.: The AFP -and DPWE agree to
carry out a program of preventive and r°naoilita ive mzintenznce and
repzir to ensure that the Equipment is in a high.state of operational
rezdiness at 211 times. The DPWH PM system (or AFP PM System) shall
be zdopted for this purpeose znd shall form part of this agreement.
Service of DPWH Workshops cmay be wmade zvailable chargeable agzinst ATP

.

Cost" basis. Parts shall be supplied by AFP. T

>
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ARTICLE IV, MONITORING AND REPORTING.

Section 4.1. Monitoring by JUSMAG. The AP and DPWH ¢ ecog-
nize that z2gencies of the United Stztes Government are required by the
L] -
lzws of the United Stztes of A=merica o monitor the use of propercy




inanced with funds provided by the Un*tcd SL“tes Government, including
cenomic Support Funds (ESF), Military Assistance (MAP) and Foreign

ilitary Sales (™S). Upon notice to the \... JUSMAG shall have the

right to monitor, any item of the equipment in the possession and control
of the AFP or otherwise available for use by the AFP of (i) the care and
use of the equipment and (ii) compliance with the terms of this Agrecement
and any other agreement or sub-agreement pertaining to the Equipment.

Such monitoring by representatives of JUSMAG shall be made with the Joint
Monitoring Center of DPWH and/or the Chief of Engineers, AFP. Site
visits by representatives of JUSMAG may be arranged by the AFP in' accor-
dance with AFP procedures and restrictions as from time to time in effect.

Section 4.2. Reports.

(a) Regular Reports. The AFP shall provide DPWH and JUSMAG
with 2n interim progress report within 30 calendar days following June
30 in each year and an end - of -~ year final report within 45 calendar
days following December in each year. Such reports shall provide the
following information:

(i) Deplovment of Equipment. The interim and consolidated
reports shall include the distribution and deployment of the Equipment
as of each June 30 and December 31, respectively. Such reports shall
indicate the engineering battalions to which each item of the Equipment
is then assigned, the location of the storage facility from whiczh each
item is deployed, and the state of operational readiness of each item.
Such reperts shzll further note zny modification in such deployment
from the deployment agreed upon pursuant to Section 2.2 hereof or
subsequently reported upon pursuant to this subsection, together with
an explznation of such modificztions. Such reports shall identify each
item of Zquipment by serial nuzber znd such other idenzifying character-
istics 2s may be necessary to permit independent confirmation of the
matters reporied.

(1i) Use =nd Mzintenance of the Zouipment. The interim
and final reports snzll include the project uses of the Zquipment and
mzintenznce performed on the Equipaernt during the six months ending
June 30 znd the twelve months ending December 31, respectively. Such
reporrs snall specify the projects completed or underway using the
Zquipment during the reporting perloﬂ and shall compzre such aciivit
to the activities planned for the reporting _rlod 2s indicated in ¢
egnnual werk plans submitsed pursuant "to Section 2.4 hereof, together
with an explanztion of" dlf:erenc=s between plannea and actuzl use.
Such reports shall further specify mzintenznce procedurss periormed
during the reporting period. ’ o

es
e.
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Section 5.1. Markings. 411 egquipment shzll be marked/
painted in accordance with DPWH markings and/or paintings/fcolors.

+ + —--—- Section 5.2. Other Agreesents. The' AFP 2iad DPWH zgree that
no subsidizry agreezents, Sub-agreezents, other documents znd under-
standings entered into by DPWH, the 4FP or any other agency o

-
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instrumentality, pertaining to the Equipment, “shall 'be “exeturtd without -
prior consultation with JUSMAG and shall not be executed or amended,

and no waivers, approvals or permissions, the issuance of which is
reserved to DPWH, the AFP or such other agency or imnstrumentality shall
be exercised, without mutual agreeiment between and among the Parties.

Section 5.3. Reports, Records Inspections and Audit. The -

AFP and DPWH whenever applicable agree to:

(a) Furnish JUSMAG such information and reports relating to
the Equipment and to this Agreement as JUSMAG may reasonably request;

(b) Maintenance or cause to be mzintained, in accordance with
generally accepted accounting Principles and practices consistently
applied, books and records relating to the Equipment and to this Agree-
ment, adequate to show, without limitation, the receipt and use of the
Equipment. Such books and records shall be audited regularly, ipo
accordance with generally accepted auditing standards, and shall be
maintained for three years following the date at which all items of
the EqQuipment have been decommissioned from use by the AFP.as provided
in Section 5.5. hereof.

section 5.4. Remedies. With respect to any failure by any
party to comply with the terms a7 this Acreement or to perform any of
their respective obligations hereunder, including, wichout limitzation,
with respect to wmzintenance of the Zquipment, the provision of logis-
tical znd operational suppor:, and the use of the equipment, the
concerned party shall promptly take or cause to be taken (i) such
actions as may be necessary to remedy such-compliznc~ or non-periorsance
and (ii) such further actions, if zay, as ma2y be necessary to remedy
such non-compliance or nd%-performance Oor tTo prevent furcher events
of non-compliance or non-periormance. The mzteriality of aay event
of non-compliance or norn-periormance and the actions taken or proposed
with respect thereto shall be done in joint consultation with parties
concerned. . I . . . .- A

Section 5.5. Decommissioning of Equipment or Terminztion of
Civic Action Program. Representarives of the LrP, DPWH and JUSMAG
shall inventory (i) any izem of the Zquipment upon its decorzissioning
from use Dy the AFP and (ii) 21l irems of the Zquipment in pessession
and control of the AFP at the time the Civic Action Program is termin-
ated. All items of the Equipment so.inventoried which zre scill
economiczlly reperable shall be delivered to the custody of DPWH for
salvage or rehabilitztion and recommissioning for use by DPWE. The
4FP shall be accountzble for missing mzjor components of szid equipment.
For disposable units, the AFP will trurn over szid units to Xegional DPWH
ofiices for proper disposzl to be disposed of "as is" "wh is" bases.
"Upon return to DPWH normal USAID procedures on cisposal and momitoring
of EZ5F EZquipment ~vill- be -foliowed. ’
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Section 5.6. Representative Notices. For all purposes of this
Agreenment, each of the parties snell be represented by the person
"holding or acting in the office specified below, each of whom may
_.designate additioneal representatives for all purposes other than
. amending this Agreement, ..and shall be delivered to such
representatives at the addresses indicated below:

For the Armed Forces of the Philippines:
The Chief Engineers, AFP

For the Department of Public Works and Highways:L
Director, Bureau of Equipment

For the Joint U.S. Militery Assistance Group:
Chief, Joint U.S. Miiiﬁary AssiStéBCe Grqup'

All notices and communications provided under this Agreement
shell be in English.

IN WITNESS WHEREOF, the Republic of the Philippines, acting
through the duly authorized Tepresentative of the Nationel
Economic and  Development Authority and the designated
representetives of the Armed Forces of the Philippines and of the
Department of Public Works and Highways, and the United States of
America, acting through the duly zuthorized Tepresentative of the
Joint Urited States Militery Assistance Group, have ceused this
iemorandum of Agreement to be signed in their names and delivered
2s of the day and year first above writtem,

REPUBLIC OF THE PHILIPPINES: UNITED STATES OF AMERICA:

NATIONAL ECONOMIC AND DEVéLOPMENT JOINT U.S. MILITARY ASSISTANCE
AUTHORITY GROUP

ITA.COLLAS-MONSOD CHARLES E, TEETER .

. Ditector-General : L © Mejor Generezl, USA
Cnief, JUSMAG

’
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DEPARTHENT OF PUBLIC WORKS
AND HIGHBWAYS'

J. NERY /FERRER
Secreta y

ARM”D FORCES OF THE PHILIPPINES
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