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A.I.D. Project No. 492-0443 

PROJECT GRANT AGREEMENT
 

Dated: January 30 , 1990 

Between the Republic of the Philippines (the "Grantee") and the United 

States of America, acting through the Agency for International
 

Development ("A.I.D."). 

Article 1: The Agreement.
 

The purpose of this Agreement is to set out the 

understandings of the parties named above (the "Parties") with respect to 

the undertaking by the Grantee of the Project described below, and with
 

respect to the financing of the Project by the Parties. 

Article 2: The Project. 

Section 2.1. Definition of the Project.
 

The Project, which is further described in Annex 1, will 

assist the Grantee to develop and implement development projects under 

the Philippine Assistance Program (PAP). Annex I, attached, amplifies 

the above definition of the Project. Within the limits of the above 

definition of the Project, elements of the amplified description stated 

in Annex 1 may be changed by written agreement of the authorized 

representatives of the Parties named in Section 8.2, without formal 

amendment of this Agreement.
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Section 2.2. Incremental Nature of the Project.
 

(a) A.I.D.'s contribution to the Project will
 

be provided in increments, the initial one being made available in
 

accordance with Section 3.1 of this Agreement. Subsequent increments
 

will be subject to the availability of funds to A.I.D. for this purpose,
 

and to the mutual agreement of the Parties, at the time of a subsequent
 

increment, to proceed.
 

(b) Within the overall Project Assistance
 

Completion Date stated in this Agreement, A.I.D., based upon consultation
 

with the Grantee, may specify in Project Implementation Letters
 

appropriate time periods for the utilization of funds granted by A.I.D. 

under an individual increment of ossistance.
 

Article 3: Financing. 

Section 3.1. The Grant. To assist 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 this Agreement not to exceed Nine Million United States ("U.S.") 

Dollars ($9,000,000) ("Grant").
 

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

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

6.2, of goods and services required for the Project.
 

Section 3.2. Grantee Resources for the Project.
 

(a) The Grantee agrees to provide or cause to
 

be provided for the Project all funds, in addition to the Grant, and all 

other resources required to carry out the Project effectively and in a
 

timely manner.
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(b) Resources provided or caused to be
 

provided by the Grantee for the Project will be not less than the
 

equivalent of U.S. $6,670,000 including costs borne on an "inkind" basis.
 

Section 3.3. Project Assistance Completion Date.
 

(a) The Project Assistance Completion Date
 

("PACD"), which isJanuary 31, 1995, or such other date as the Parties
 

may agree to in writing, is the date by which the Parties estimate that
 

all services financed under the Grant will have been performed and all
 

goods and credit financed under the Grant will have been furnished for
 

the Project as contemplated in this Agreement.
 

(b) Except as A.I.D. may otherwise agree in
 

writing, A.I.D. will not issue or approve documentation which would
 

authorize disbursement of the Grant for services performed subsequent to 

the PACD or for goods and credit furnished for the Project, as
 

contemplated in this Agreement, subsequent to the PACD.
 

(c) Requests for disbursement, accompanied by
 

necessary supporting documentation prescribed in Project Implementation
 

Letters, are to be received by A.I.D. no later than nine (9)months
 

following the PACD, or such other period as A.I.D. agrees to inwriting.
 

After such period, A.I.D., giving notice inwriting to the Grantee, may
 

at any time or times reduce the amount of the Grant by all or any part
 

thereof for which requests for disbursement, accompanied by necessary
 

supporting documentation prescribed in Project Implementation Letters,
 

were not recu .'d before the expiration of said period.
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Article 4: 	 Conditions Precedent to Disbursement.
 

Section 4.1. Conditions Precedent to First Disbursement.
 

Prior to the 	first disbursement under the Grant, or to the issuance by 

A.I.D. of documentation pursuant to which disbursement under the Grant
 

will be made, the Grantee shall, except as A.I.D. may otherwise agree in
 

writing, furnish to A.I.D., in form and substance satisfactory to A.I.D.:
 

(a) an opinion of counsel acceptable to
 

A.I.D. that this Agreement has been duly authorized or ratified by, and
 

executed on behalf of, the Grantee and that it constitutes a valid and
 

legally binding obligation of the Grantee in accordance with its terms;
 

(b) a statement of the name of the person 

holding or acting in the office of the Grantee specified in Section 8.2, 

and of any additional representatives of the Grantee designated pursuant 

to Section 8.2, together with a specimen signature of each person 

specified in such statement, and 

(c) agreement inwriting to Project
 

Implementation Orders issued by A.I.D. for technical services and related
 

operations support for the Committee on Official Development Assistance,
 

and for technical services for studies other than those under the small
 

studies component of the Project.
 

Section 4.2. Notification. When A.I.D. has determined
 

that the conditions precedent specified in Sections 4.1 have been met, it 

will promptly notify the Grantee. 

Section 4.3. Terminal Dates for Conditions Precedent. If 

all of the conditions specified in Section 4.1 have not been met within 

60 days from the date of this Agreement, or such later date as A.I.D. may 
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agree to in writing, A.I.D., at its option, may terminate this Agreement
 

by written notice to the Grantee.
 

Article 5: Special Covenants.
 

Section 5.1. Private Sector Pre-Investment Facility. The 

Parties agree that it is desirable to mobilize private capital in order 

to complement and help optimize public sector investments which are 

supported under this Agreement through studies and related activities. 

Except as the Parties may otherwise agree inwriting, the Parties agree, 

therefore, that A.I.D. may provide approximately $5,000,000, subject to 

the availability of funds for this purpose, to assist in the 

establishment of a private sector pre-investment facility in furtherance 

of the objectives of the PAP. The funds will be made available pursuant
 

to an agreement between a non-governmental organization (NGO) and A.I.D.
 

and will be provided in addition to the funds made available under this
 

Agreement. The Parties agree further that such funds and the agreement
 

between the NGO and A.I.D. will be provided and entered into pursuant to
 

the Agreement on Economic and Technical Cooperation between the 

Government of the Republic of the Philippines and the Government of the
 

United States with the rights and protections provided thereto. 

Section 5.2. Project Evaluation. The Parties agree to 

establish an evaluation program as part of the Project. Except as the
 

Parties may otherwise agree in writing, the program will include, during 

the implementation of the Project and at one or more points thereafter: 

(a) Evaluation of progress toward attainment of the 

objectives of the Project; 
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(b) Identification and evaluation of problem areas or
 

constraints which may inhibit 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.
 

Article 6: 	 Procurement Source.
 

Section 6.1. Foreign Exchange Costs. Disbursement
 

pursuant to Section 7.1 will be used exclusively to finance the costs of
 

goods and services required for the Project having, with respect to
 

goods, their source and origin and, with respect to services, their
 

nationality, in the United States (Code 000 of the A.I.D. Geographic Code
 

Book as in effect at the time orders are placed or contracts entered into
 

for such goods or services) ("Foreign Exchange Costs"), except as A.I.D.
 

may otherwise agree in writing, and except as provided in Section C.l(b)
 

of Annex 2 with respect to marine insurance. Ocean transportation costs
 

shall be financed under the Grant only on vessels under flag registry of
 

the United States. 

Section 6.2. Local Currency Costs. Disbursements 

pursuant to Section 7.2 will be used exclusively to finance the costs of 

goods and services required for the Project having, with respect to 

services, their nationality and, with respect to goods, their source and, 

except as A.I.D. may otherwise agree inwriting, their origin in the 

Republic of the Philippines ("Local Currency Costs"). 
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Article 7: Disbursement. 

Section 7.1. Disbursement for Foreign Exchange Costs.
 

After satisfaction of conditions precedent, the Grantee may obtain
 

disbursements of funds under the Grant for the Foreign Exchange Costs of
 

goods or services required for the Project in accordnre with the terms 

of this Agreement, by such of the following methods as may be mutually 

agreed upon: 

(a) by submitting to A.I.D., with 

necessary supporting documentation as prescribed in Project 

Implementation Letters, (i)requests for reimbursement for such goods or 

services, or (ii)requests for A.I.D. to procure commodities or services 

on the Grantee's behalf for the Project; or, 

(b) by requesting A.I.D. to issue
 

Letters of Commitment for specified amounts directly to one or more 

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

suppliers for such goods or services. 

Section 7.2. Disbursement for Local Currency Costs.
 

(a) After satisfaction of conditions 

precedent, the Grantee may obtain disbursements of funds under the Grant 

for Local Currency Costs required for the Project in accordance with the 

terms of this Agreement, by submitting to A.I.D., with necessary 

supporting documentation as prescribed in Project Implementation Letters, 

requests to finance such costs. 

(b) The local currency needed for such 

disbursements may be purchased by A.I.D. with U.S. Dollars. The U.S. 
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Dollar equivalent of the local currency made available hereunder will be
 

the amount of U.S. Dollars required by A.I.D. to obtain the local
 

currency. 

Section 7.3. Other Forms of Disbursement. Disbursements 

of the Grant may also be made through such other means as the Parties may 

agree to in writing. 

Section 7.4. Rate of Exchange. Except as may be more 

specifically provided under Section 7.2, if funds provided under the 

Grant are introduced into the Republic of the Philippines by A.I.D. or 

any public or private agency for purposes of carrying out obligations of 

A.I.D. hereunder, the Grantee will make such arrangements as may be
 

necessary so that such funds may be converted into Philippine currency at 

the highest rate of exchange which, at the time the conversion is made, 

is not unlawful in the Republic of the Philippines. 

Article 8: 	 Miscellaneous.
 

Section 8.1. Communications. Any notice, request,
 

document, or other communication submitted by either Party to the other 

under this Agreement will be in writing or by telegram or cable, and will 

be deemed duly given or sent when delivered to such Party at the 

following addresses: 

To the Grantee: 

Mail Address: Committee on Official Development Assistance 
14th Floor, Multi-Story Building 
Central Bank, Roxas Boulevard, Metro Manila 
Philippines
 

Alternate address for Fax: 521-92-87
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To A.I.D.: 

Mall Address: United States Agency for International 
Development 

c/o The Embassy of the United States of America 
Manila, Philippines
 

Alternate address for cables: USAID/AMEMB MANILA
 

All such communications shall be in English, unless the
 

Parties otherwise agree inwriting. Other addresses may be substituted
 

for the above upon the giving of notice.
 

Section 8.2. Representatives. For all purposes relevant 

to this Agreement, the Grantee will be represented by the individual 

holding or acting in the Office of the Chairman, Committee on Official 

Development Assistance, and A.I.D. will be represented by the individual 

holding or acting in the office of the Director, United States A.I.D. 

Mission to the Philippines, each of whom, by written notice, may 

designate additional representatives for all purposes other than 

exercising the power under Section 2.1 to revise elements of the 

amplified description in Annex 1. The names of the representatives of 

the Grantee, with specimen signatures, will be provided to A.I.D., which 

may accept as duly authorized any instrument signed by such 

representatives in implementation of this Agreement, until receipt of 

written notice of revocation of their authority. 

Section 8.3. Standard Provisions Annex. A "Project Grant 

Standard Provisions Annex" (Annex 2) is attached to and forms part of 

this Agreement. 

Ir
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INWITNESS WHEREOF, the Grantee and the United States of
 

America, each acting through its duly authorized representatives, have
 

caused this Agreement to be signed in their names and delivered as of the 

day and year first above written. 

REPUBLIC OF THE PHILIPPINES UNITED STATES OF AMERICA
 

By1 2 By:'-Q Roberto T.Villanueva - MlomBte 

Title: Chairman Title: Mission Director 
Coordinating Council United States Agency for 
for the Philippine Internatifial Devlopment 
Assistance Program 

By: ~ /
Ambassador Elliot L. Richardson 

Title: Special Representative 
of President George Bush 
for the Multilateral Aid 

Ini tiative 



ANNEX 1
 
PHILIPPINE ASSISTANCE PROGRAM SUPPORT PROJECT
 

AMPLIFIED PROJECT DESCRIPTION
 

I. GENERAL PROJECT DESCRIPTION
 

A. Objectives
 

The goal of the Philippine Assistance Program Support (PAPS)
 

Project is to achieve broadly based, sustainable economic growth in the
 

Philippines through an active partnership of public and private
 

Interests. The purpose of the Project is to assist the Philippines to
 

develop and implement high-priority development projects under the 

Philippine Assistance Program (PAP). 

PAP was formally launched July 3, 1989, at a pledging conference in
 

Tokyo attended by 19 donors and various multilateral institution 

representatives. The program is expected to provide $3.5 billion in
 

Official Development Assistance (ODA) flows to the Philippines for
 

1989/1990 and possib'y up to $14.0 billion over the next five years. In
 

addition, PAP is expected to attract substantially increased private
 

sector Investment through the provision of a favorable policy climate and
 

improved infrastructure support. The Government of tne Philippines (GOP)
 

has established the Coordinating Council of the PAP (CCPAP) and the
 

Committee on Official Development Assistance (CODA) to oversee ODA.
 

The Republic of the Philippines and the United States of America
 

signed a Memorandum of Understanding on November 19, 1989, agreeing that,
 

subject to the availability of funds, approximately $25,000,000 of 

Multilateral Assistance Initiative funds would be provided for the
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Philippine Assistance Program Support Project, of which approximately
 

$5,000,000 would be made available through a separate agreement between
 

A.I.D. and a non-governmental organization.
 

PAP supports the Medium-Term Philippine Development Plan, 

1987-1992, as indicated in the "Philippine Agenda for Sustained Growth 

and Development," (the "Agenda"), presented by the government in Tokyo. 

A principal goal is the alleviation of poverty In the countryside through 

the development of production-oriented activities in areas outside the 

National Capital Region (NRC) in coordination with the private sector. 

The Agenda identified several constraints to accelerated project 

implementation and higher impact from public investments, including 

inadequate planning to prepare viable project proposals. The Project 

will address this constraint by providing funding for feasibility and 

related studies, and for operations support as described below. 

B. 	 Project Components 

The Agreement provides grant funds for two major components:
 

Studies and Operations Support. 

1. 	 Studies
 

a) Description
 

The studies to be conducted under this component will be 

for financially viable projects under the PAP, including infrastructure 

projects such as electric power, telecommunications, and transportation, 

particularly in rural areas. The types of studies include: (i)analyses 

for proposed projects in "economic development zones"; (ii)analyses of 

major nationwide infrastructure investments; (iii) studies for small 

projects; and (iv)planning, sector and issue-related studies. While the 
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focus of the studies will be primaril for public-sector

oriented investments such as infrastructure, these activities will be
 

linked and coordinated with the private sector to optimize the
 

contribution to PAP objectives.
 

(i) Economic Development Zones 

Inan effort to encourage business investment and
 

development outside NCR, the GOP has identified a number of regional
 

growth centers, or "economic development zones" for specific attention. 

The primary objective of the PAP in these zones will be to ensure that 

adequate physical and institutional infrastructure is made available to 

attract private investment to a region with strong growth potential. 

Several zones have been identified as demonstration projects under PAP, 

including CALABAR, PANAI, and General Santos City. Insome cases,
 

activities may include development of public or private agribusiness or
 

industrial parks or estates. Inothers, the zones will receive necessary
 

integrated infrastructure to attract investments.
 

Given the complexity of producing viable 

development zones,, the Project is expected to devote considerable 

attention to the assessment and design of such projects prior to 

investment decisions. Economic development zones, because they involve 

multiple investments and multi-disciplinary skills to analyze and 

develop, will require a wide array of studies and analyses to be 

conducted with full cooperation and coordination between public and 

private sectors. The studies for determining feasibility may include the 

following: 



-4

- Pre-feasibility Studies: Pre-feasibility studies 

which analyze a variety of technical alternatives for 

investments may be financed. 

- Feasibility Studies: Feasibility studies for some 

or all elements of proposed investments for economic
 

development zones may be financed. The studies will be
 

conducted to meet Development Assistance Committee (DAC)
 

standards contained in "DAC Principles for Project
 

Appraisal' and will include preliminary designs for
 

proposed investments as well as requisite technical,
 

financial, economic, social soundness, administrative,
 

and environmental analyses.
 

- Technical Analyses: Technicai analyses will
 

include engineering, financial, economic, environmental,
 

social soundness, and administrative analyses.
 

Technical studies for infrastructure activities may
 

include architectural and engineering feasibility, among
 

others, depending on the proposed project. Financial
 

analyses will provide a basis for determining financial
 

viability and benefits for participants. Economic
 

analyses are to determine the social profitability of
 

the activity(ies). Environmental analyses will be
 

important to identify potential negative environmental
 

effects and alternative approaches where appropriate.
 

Social soundness analyses will provide information on 
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the social and cultural appropriateness of activities,
 

potential beneficiaries and participation of target
 

group in project development. Finally, administrative
 

analyses will assess capacity and alternatives for
 

implementing proposed projects effectively. 

- Detailed Engineering Designs: These studies will 

involve the review of previous studies, site 

investigations, analyses of alternative approaches to
 

design and schematic drawings which would lead to final 

engineering designs consisting of design calculations, 

technical specifications, drawings, plans, engineering 

cost estimates and bid documents for a project or
 

component. Completion of this task would render the 

activity ready for bidding. 

- Other Studies: Other more specialized studies may 

be required, including: business/investor surveys to 

determine potential investment activity and constraints, 

general physical master plans to identify and address
 

land use issues, resource inventories to assess
 

availability and quantity related to industrial and
 

related plans, assessments to determine available and
 

additional skill needs, transportation requirements to
 

determine adequacy and constraints, and utilities 

requirements to provide long-term development needs.
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(ii) 	 National Infrastructure 

Project funds will be provided to finance studies 

associated with infrastructure under the national program provided they 

meet the Project studies criteria in Section I.B.l(b) below. In contrast 

to the infrastructure associated with the development zones, this 

category refers to large, stand-alone projects. Examples include major 

roads, power, transportation or telecommunications projects which are 

important for development nationwide. 

Studies for national infrastructure may include
 

pre-feasibility studies to identify and analyze various technical
 

alternatives, feasibility studies (e.g., technical, financial, economic,
 

environmental assessments, social soundness, and administrative),
 

detailed engineering design and other studies dctermined important to
 

establish project feasibility. The objectives and effort for the
 

feasibility studies will be similar to those described above for the
 

economic development zone activities. However, the range of analysis may
 

be narrower and more function specific than the comprehensive zonal 

activities. Detailed engineering activities would be undertaken only if 

the feasibility of the project were established and preliminary 

commitments for project financing were obtained.
 

Additionally, the Project could finance a discrete 

portion of a large feasibility study for national infrastructure 

activities such as the environmental assessment for a large powerplant or 

port expansion. Further, the Project may finance selected studies for 

projects to be financed by other donors that have limited capacity to 

undertake such studies, where full feasibility work would not otherwise 
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be undertaken and where a source of project funding has not been
 

identified. Inthe case of determining the environmental impact of a
 

project, such work should be built into the feasibility study for the
 

project so that the design can incorporate study recommendations.
 

However, in cases where design has proceeded without the benefits of an 

environmental analysis, such an analysis could provide design 

modifications to avoid higher costs of addressing future environmental 

problems. 

(iii) 	 Small Studies Fund 

Inaccordance with government decentralization
 

policy, CODA anticipates that local governments and associated
 

non-government organizations will propose small project ideas that merit 

careful consideration. Accordingly, CODA and USAID will establish a 

small studies fund capable of responding quickly and with minimal 

administrative overhead to conduct feasibility studies and assist with 

the design of these projects. It is anticipated that the work will be 

carried out by Philippine contractors under a requirements contract. To 

qualify for assistance under this fund, studies should have an estimated 

cost under $25,000 in local currency equivalent. Most studies under the 

fund are expected to be under $5,000. The same criteria applicable to 

the larger studies will apply, and financing for similar feasibility 

studies may be made available. 

(iv) 	 Planning, Sectoral and Issue-Related Studies 

Finally, the Project studies component can be used 

for broader, non-project specific studies which could be used in planning 

anJ better utilizing PAP resources. CODA will coordinate with 
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appropriate government agencies and private sector entities during the 

planning and implementation of the studies. Studies may include: (a) 

planning of PAP resource allocation among sectors and groups -- e.g., 

analysis of economic development zones as a basis for recommending 

guidelines and criteria for zone development and operation; (b) 

identification of constraints and opportunities in certain sectors where 

PAP intends to invest -- e.g., airport improvement, telecommunication or 

selected food processing industries; and (c) identification, analyses and 

resolution of development issues related to PAP -- e.g., the optimal 

investment incentive structure for the economic development zones, 

government contracting practices and construction standards. 

b) Criteria 

The criteria for selecting studies to be funded are 

divided into two groups: primary and secondary. All studies approved 

for financing under this component must meet the primary criteria. The 

secondary criteria will be used to establish priorities among proposed 

studies and are not on their own a basis for rejection. The criteria in 

many cases require a Judgment to be made regarding the design and 

benefits of the project to be studied. Proposals for Project assistance 

should be sufficiently well developed so that this type of information is 

available before the study ismade. 

o Primary Criteria
 

1. Increased Economic Growth: The project to be
 

studied should, if implemented, contribute directly
 

to national and regional growth.
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2. Philippine Government Policy Framework: A
 

determination should be made that the achievement of
 

project objectives are consistent with government 

policies and regulations. 

3. Location: The projects to be analyzed should
 

focus particularly, but not exclusively, on areas
 

outside the National Capital Region. 

4. Financing: A determination should be made that 

there is a reasonable likelihood of project financing 

prior to undertaking detailed engineering designs. 

5. Environment: Feasibility studies should not be
 

financed if the project will have a substantial and
 

non-correctable negative impact on the environment.
 

A feasibility study, however, may be undertaken where
 

It is anticipated that potentially negative
 

environmental outcomes can be mitigated.
 

6. Philippine Government and AID Statutory 

Requirements: There should be no evident conflict 

with Philippine and U.S. laws and regulations. 

o Secondary Criteria 

1. Private Sector Priority: The project should 

enjoy the support of the private sector in the target 

area(s) and satisfy a demand viewed as central to 

growth of the area. 
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2. Trade and Investment: The project should promote
 

or improve the environment for off-farm investment or 

non-fam agroprocessing or marketing enterprises, and 

free and open market operations. 

3. Multiplier and/or Demonstration Effects: The 

project should have benefits to the economy beyond 

those it directly produces -- e.g., Job creation and 

new enterprise development.
 

4. Local Resources: The project should economically 

use locally available resources -- e.g., labor and 

raw materials, and encourage the participation of 

women. 

5. Export: The project should have high value-added
 

output with export potential. 

6. Location: If area specific, priority should be 

given to projects located in PAP-priority areas. 

7. Technology: Technology (including skills)
 

required to implement, operate and maintain the
 

project should be appropriate to the
 

capacity/capability of the area. 

8. Environment: A project that is expected to have 

a beneficial effect on the environment should receive 

special consideration. 

9. Financing: A project with identifiable financing 

should be given priority. 
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10. U.S./Philippine Business Opportunities:
 

Projects which will result in business opportunities 

for U.S. and Philippine private sector should receive 

priority consi deration. 

2. Operations Support 

The Project provides grant funds for technical assistance,
 

specialized institutional development assistance, and commodities and
 

supplies for agencies responsible for donor assistance under PAP.
 

Operations support activities will be based on an implementation plan 

agreed upon by CODA and A.I.D.
 

The Project will provide funds for technical specialists to
 

assist with programming and monitoring PAPS funds. Long-tern expatriate
 

and Philippine technical expertise in project design, engineering, and
 

environmental assessments are viewed as important to: (a) develop terms 

of reference and establish technical standards and quality control in
 

feasibility studies, particularly for those involving large 

infrastructure and economic zone activities and (b) actively monitor the 

execution of the studies to assure that they are of good quality and meet 

standards of international donors. Technical support in these areas will 

enable CODA to undertake a broad range of high-level feasibility work to
 

meet donor standards for follow-on subproject financing. Additional
 

long-term local assistance may be needed to accelerate and improve the
 

quality of project preparation, PAP programming and coordination, and
 

monitoring activities. Finally, a training or institutional development 
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specialist may also be needed to oversee the training activity as well as
 

develop scopes of work for social soundness/institutional feasibility
 

work. Additional short- or long-term assistance may be provided as
 

needed.
 

Institutional development assistance activities will
 

principally include in-country technical training or related activities, 

especially for regional and local level personnel, in project
 

identification, preparation, and implementation monitoring and management 

skills. Funding may also be provided for a small number of seminars and
 

conferences to support ODA coordination functions.
 

Funding may be provided for office supplies and equipment,
 

including data processing equipment, copying equipment, overhead
 

projectors, and similar equipment.
 

II. IMPLEMENTATION PROCEDURES
 

A. Responsibilities of the Parties 

CODA will be the principal implementing agency, and will be 

responsible for screening requests for studies for financing under the 

Agreement. The proposals endorsed by CODA are expected to emanate from
 

local government units, Regional Development Councils, and line
 

implementing agencies. Initial orientation meetings will be held to 

familiarize GOP staff with implementation procedures. 

The feasibility studies will be conducted by one or two
 

consortia or joint ventures which include U.S. and Philippine firms. For 

the majority of the studies, A.I.D. will procure such services, with the
 

concurrence from the designated CODA representative on a Project 
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Implementation Order for technical services. The contractors will
 

provide a wide range of technical specialists on a quick response basis
 

to conduct full-scale feasibility studies, update feasibility studies or
 

collaborate with Philippine Government agencies and/or consulting firms
 

to implement studies on an as-needed basis. A task order will be
 

executed under one of the contracts for each feasibility study based on
 

the terms of reference prepared or approved by CODA which contain: (1)a
 

clearly defined scope of work and (2)the estimated level of effort of
 

the consulting services needed to accomplish the defined task. CODA will
 

submit requests for studies to A.I.D. for approval and execution of task
 

orders.
 

To carry out small project studies (under $25,000 in local
 

currency equivalent), either direct A.I.D. or host-country contracting of
 

local consulting firms may be used. These contracts may provide
 

consultants for engineering, financial, economic and technical
 

feasibility services on an as-needed basis. The implementation
 

procedures for these contracts will be similar to those for the larger
 

requirements contracts, but less precision and detail will be required
 

for the scopes of work.
 

Inorder to implement CODA operations support activities, USAID,
 

with concurrence of the designated CODA representative, will issue a 

Project Implementation Order for a contract with a consulting firm. At 

the request of CODA, the firm may undertake minor commodity procurement 

or A.I.D., with CODA concurrence, may also issue Project Implementation 

Orders for commodities, and may arrange for additional assistance that 
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may be required through A.I.D.-direct contracts or grants. On a
 

case-by-case basis, selected technical feasibility studies may be
 

implemented through host country contracts or A.I.D.-direct contracts.
 

CODA will monitor ongoing projects and provide quarterly
 

progress reports to USAID. CODA will also maintain a project database.
 

B. Evaluation and Audit
 

Mid-term and final evaluations are planned for the Project. The 

mid-term evaluation will take place approximately two years after the 

signing of the Project Agreement and will focus primarily on the 

implementation process. A final project evaluation will be conducted to 

assess impact. A.I.D., with concurrence of the CODA representative, will 

procure technical services to conduct the evaluations. CODA and USAID 

will jointly review evaluation findings.
 

Primary responsibility for audits of A.I.D.-financed projects
 

lies with the A.I.D. Inspector General's Office. However, an external
 

auditing firm may be contracted for audit purposes and financed under ,he 

Project. In such an event, external audit services will be acquired 

under A.I.D. direct contracts pursuant to Project Implementation Orders 

issued unilaterally by A.I.D.
 

III. FINANCIAL PLAN
 

A financial plan is attached to this Annex as Attachment 1. Future 

A.I.D. obligations are subject to the availability of funds and mutual 

agreement of the parties to proceed. The estimated USAID contribution is 

$20 million with a GOP contribution of the equivalent of $6.67 million in 



- 15 

cash or "in-kind" for: (1)personal services, (2)office facilities and 

equipment, and (3)maintenance and other operating expenses (e.g., travel 

costs, and supplies and materials), which may include feasibility studies. 

The financial plan is illustrative and changes may be made by the
 

representatives designated in Section 8.2 of the Agreement without formal
 

amendment of the Agreement.
 

IV. SPECIAL CONSIDERATIONS
 

A. Feasibility Studies for Other Donors' Projects
 

Feasibility studies for other donors' projects must meet the
 

appraisal standards of the Development Assistance Committee and, fs
 

appropriate, the particular standards of the donors involved. In
 

addition, the Project may also partially fund feasibility work for
 

projects to be financed by other donors to enable those studies to meet
 

DAC standards. For example, the Project may fund environmental analyses
 

in cases where other donors are not providing required expertise.
 

The Project may finance follow-on studies or detailed design
 

work, provided that previous feasibility work was acceptable and met 

international standards, and that funding for construction has been 

I denti fled. 

B. Private Sector Pre-Investment Facility 

Coordination of project elements with private sector initiatives
 

is important to optimize the Project's contribution to achieving tl,e PAP 

objectives, which include the rapid expansion of productive capacitv of 

the economy, development of a well-dispersed agro-industrial economy, and 

creation or expansion of activities which utilize indigeno's raw
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materials with immediate export potential. To achieve these obiectives 

private investment will be emphasized in employment-generating activities 

identified as PAP priorities, such as "economic development zones" and 

other priority areas outside the National Capital Region. Assistance in 

establishing the feasibility of potential private sector investments that 

meet these criteria can help achieve PAP objectives. 

It is anticipated that A.I.D., subject to the availability of 

funds for this purpose, will use approximately $5,000,000 of funds, other 

than the funds provided pursuant to this Agreement, to initiate a private 

sector pre-investment facility. The facility will co-finance technical 

services to carry out feasibility studies or portions thereof -- e.g., 

market research, resource surveys, environmental analyses, as well as 

other costs to prepare a project commercially and financially for 

investment. 

The facility would be open to U.S. and Filipino investors whose 

proposed activities meet the criteria similar to those being used for 

screening studies under this Agreement. It is anticipated that a 

non-profit, non-governmental organization experienced in feasibility work 

will be selected by A.I.D., with the concurrence of the Grantee, to 

administer this facility. The facility is expected to fund only a 

portion of the total feasibility costs on a reimbursable basis in two 

tranches -- upon completion of the study and after an investment has been 

made. It is also anticipated that a board of review with representatives 

from the private sector and from GOP agencies involved in the PAP will be 

created to formulate policies and criteria including but not limited to 
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maximum dollr amounts and percentage of the costs to be co-financed, 

subject to A.I.D. concurrence with respect to objectives of the Project 

Sand applicable laws and regulations. The board of review will review 

activittr proposed for co-financing to assure that they meet the 

established criteria and fulfill the planned objectives. 



ANNEX 1
 
ATTACHMENT 1
 

ESTIMATED 
TABLE I 

LIFE-OF-PROJECT 
($oo0} 

BUDGET* 

PROJECT INPUT AID GOP TOTAL 

Studies $17,000 -- $17,000 

Operations Support 
(Support for CODA; Technical 
Support & Commodities; and 
Institutional Development) 

Evaluation and Audit 

2,750 

250 

$6,670 

--

9,420 

250 

Total ,,$20.000 S660"* $26.670 

TABLE II 
PLANNED A.I.D. OBLIGATIONS* 

($ooo) 

ELEMrNT FY '90 
Future 
Years TOTAL 

Studies 

Operations Support 
(Support for CODA; Technical 
Support & Commodities; and 
Institutional Development) 

Evaluation and Audit 

$7,000 

2,000 

--

$10,000 

$ 750 

250 

$17,000 

2,750 

250 

Total $9.000 $11.000 $20.000 

• Future A.ID. Obligations are subject to the availability of funds 

in accordance with the AI.D./OYB allotment process and mutual agreement 
of the parties to proceed. 

•* V22 = $1.00 



ANNEX 2
 
PROJECT GRANT STANDARDPROVISIONS ANNEX 

Definitions: As used in this Annex, the "Agreement" refers to the 
Project Grant Agreement to which this Annex is attached and of which this 
Annex forms a part. Terms used in this Annex have the same meaning or 
reference as in the Agreement. 

Article A: Project Implementation Letters. 

To assist Grantee in the implementation of the Project,
A.I.D., from tima to time, will issue Project Implementation Letters that 
will furnish additional information about matters stated in this 
Agreement. The Parties may also use Jointly agreed-upon Project
Implementation Letters to confirm and record their mutual understanding 
on' aspects of the implementation of this Agreement. Project 
Implementation Letters will not be used to amend the text of the 
Agreement, but can be used to record revisions or exceptions which are 
permitted by the Agreement, including the revision of elements of the 
amplified description of the Project in Annex I. 

Article B: General Covenants.
 

Section B.l. Consultation. The Parties will cooperate to
 
assure that te purpose of this Agreeient will be accomplished. To this 
end, the Parties, at the request of either, will exchange views on the 
progress of the Project, the performance of obligations under this 
Agreement, the performance of any con,,ultants, contractors, or suppliers
 
engaged on the Project, and other matters relating to the Project. 

Section B.2. Execution of Project. The Grantee will: 

(a) Carry out the Project or cause it to be carried out 
with due diligence and efficiency, in conformity with sound technical, 
financial, and management practices, and in conformity with those
 
documents, plans, specifications, contracts, schedules, or other
 
arrangements, and with any modifications therein, approved by A.I.D. 
pursuant to this Agreement; and
 

(b) Provide qualified and experienced management for, and
 
train such staff as may be appropriate for the maintenance and operation
 
of the Project, and, as applicable for continuing activities, cause the
 
Project to be operated and maintained in such manner as to assure the
 
continuing and successful achievement of the purposes of the Project. 
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Section B.3. Utilization of Goods and Services. 

(a) Any resources financed under the Grant will, unless
 
otherwise agreed in writing by A.I.D., be devoted to the Project until
 
the completion of the Project, and thereafter will be used so as to
 
further the objectives sought in carrying out the Project. 

(b) Goods or services financed under the Grant, except as
 
A.I.D. may otherwise agree in writing, will not be used to promote or
 
assist a foreign aid project or activity associated with or financed by a
 
country not included inCode 935 of the A.I.D. Geographic Code Book as in
 
effect at the time of such use. 

Section B.4. Taxation.
 

(a) This Agreement and the Grant will be free from any
 
taxation or fees imposed under laws in effect in the territory of the
 
Grantee.
 

(b) To the extent that (1)any contractor, including any
 
consulting firn, any personnel of such contractor financed under the
 
Grant, and any property or transaction relating to such contracts; and
 
(2)any commodity procurement transaction financed under the Grant are
 
not exempt from identifiable taxes, tariffs, duties, or other levies
 
imposed unde laws in effect in the territory of the Grantee, the Grantee
 
will, as and to the extent provided in and pursuant to Project

Implementation Letters, pay or reimburse the same with funds other than 
those provided under the Grant.
 

Section B.5. Reports, Records, Inspections, Audit. The 
Grantee will: 

(a) Furnish A.I.D. such information and reports relating to 
the Project and to this Agreement as A.I.D. may reasonably request;
 

(b) Maintain or cause to be maintained, in accordance with
 
generally accepted accounting principles and practices consistently
 
applied, books and records relating to the Project and to this Agreement,

adequate to show, without limitation, the receipt and use of goods and 
services acquired under the Grant. Such books and records will be
 
audited regularly, in accordance with generally accepted auditing 
standards, and maintained for three years after the date of last
 
disbursement by A.I.D.; such books and records will also be adequate to
 
show the nature and extent of solicitations of prospective suppliers of
 
goods and services acquired, the basis of award of contracts and orders,
 
and the overall progress of the Project toward completion; and
 

(c) Afford authorized representatives of a Party the
 
opportunity at all reasonable times to inspect the Project, the
 
utilization of goods and services financed by such Party, and books,
 
records, and other documents relating to the Project and the Grant.
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Section B.6. Completeness of Information. The Grantee
 
confirms: 

(a) That the facts and circumstances of which it has
 
informed A.I.D., or caused A.I.D. to be informed, in the course of 
reaching agreement with A.I.D. un the Grant, are accurate and complete,
 
and include all facts and circumstances that might materially affect the 
Project and the discharge of responsibilities under this Agreement; and
 

(b) That it will infom A.I.D. in timely fashion of any 
subsequent facts and circumstances that might materially affect, or that 
it is reasonable to believe might so affect, the Project or the discharge 
of responsibilities under this Agreement. 

Section B.7. Other Payments. Grantee affirms that no 
payments have been or will be received by any official of the Grantee in 
connection with the procurement of goods or services financed under the 
Grant, except fees, taxes, or similar payments legally established in the 
country of the Grantee. 

Section B.8. Information and Marking. The Grantee will 
give appropriate publicity to the Grant and the Project as a program to 
which the United States has contributed, identify the Project site, and 
mark goods financed by A.I.D., as described in Project Implementation 
Letters. 

Article C: Procurement Provisions. 

Section C.l. Special Rules.
 

(a) The source and origin of ocean and air shipping will be
 
deemed to be the ocean vessel's or aircraft's country of registry at the
 
time of shipment. 

(b) Premiums for marine insurance placed in the territory 
of the Grantee will be deemed an eligible Foreign Exchange Cost, if 
otherwise eligible under Section C.7(a). 

(c) Any motor vehicles financed under the Grant will be of 
United States manufacture, except as A.I.D. may otherwise agree in 
writing. 

(d) Transportation by air, financed under the Grant, of
 
property or persons, will be on carriers holding United States
 
certification, to the extent service by such carriers is available.
 
Details on this requirement will be described in a Project Implementatior 
Letter. 

Section C.2. Eligibility Date. No goods or services may 
be financed under the Grant which are procured pursuant to orders or 
contracts firmly placed or entered into prior to the date of this 
Agreement, ex:ept as the Parties may otherwise agree in writing. 
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Section C.3. Plans, Specification, and Contracts. In
 
order for there to be mutual agreement on the fo'flowing matters, and
 
except as the Parties may otherwise agree inwriting:
 

(a) The Grantee will furnish to A.I.D. upon preparation:
 

(1) any plans, specifications, procurement or
 
construction schedules, contracts, or other documentation relating
 
to goods or services to be financed under the Grant, including
 
documentation relating to the prequalification and selection of
 
contractors and to the solicitation of bids and proposals.
 
Material modifications in such documentation will likewise be
 
furnished A.I.D. on preparation; and
 

(2) such documentation will also be furnished to
 
A.I.D., upon preparation, relating to any goods or services, which,
 
though not financed under the Grant, are deemed by A.I.D. to be of
 
major importance to the Project. Aspects of the Project involving
 
matters under this subsection (a)(2) will be identified in Project

Implen r ation Letters. 

Documents related to the prequalification of
 
contract d to the solicitation of bids or proposals for goods and
 
service' .nced under the Grant will be approved by A.I.D. inwriting

prior to aeir issuance, and their terms will include United States 
standards and measurements;
 

(c) Contracts and contractors financed under the Grant for
 
engineering and other professional services, for construction services,
 
and for such other services, equipment, or materials as may be specified
 
in Project Implementation Letters, will be approved by A.I.D. inwriting
 
prior to execution of the contract. Material modifications in such
 
contracts will also be approved in writing by A.I.D. prior to execution;
 
and
 

(d) Consulting firms used by the Grantee for the Project
 
but not financed under the Grant, the scope of their services and such of
 
their personnel assigned to the Project as A.I.D. may specify, and
 
construction contractors used by the Grantee for the Project but not
 
financed under the Grant, shall be acceptable to A.I.D.
 

Section C.4. Reasonable Price. No more than reasonable
 
prices will be paid for any goods or services financed, in whole or in
 
part, under the Grant. Such items will be procured on a fair and, to the
 
maximum extent practicable, on a competitive basis.
 

Section C.5. Notification to Potential Suppliers. To 
permit all Untced States firms to have the opportunity to participate in 
furnishing goods and services to be financed under the Grant, the Grantee 
will furnish A.I.D. such information with regard thereto, and at such 
times, as A.I.D. may request in Project Implementation Letters. 
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Section C.6. Shipping. 

(a) Goods which are to be transported to the territory of
 
the Grantee may not be financed under the Grant if transported either:
 

(1) on an ocean vessel or aircraft under the flag of a
 
country which is not included in A.I.D. Geographic Code 935 as in
 
effect at the time of shipment; or 

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

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

(b) Costs of ocean or air transportation (of goods or
 
persons) and related delivery services may not be financed under the
 
Grant, if such goods or persons are carried:
 

(1) on an ocean vessel under the flag of a country
 
not, at the time of shipment, identified under the paragraph of the
 
Agreement entitled "Procurement Source: Foreign Exchange Costs," 
without prior written A.I.D. approval or on a non-U.S. flag air 
carrier if a U.S. flag carrier is available (in accordance with 
criteria which may be contained in Project Implementation Letters) 
without prior written approval of A.I.D.; or 

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

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

(c) Unless A.I.D. determines that privately owned United
 
States-flag commercial ocean vessels are not available at fair and
 
reasonable rates for such vessels:
 

(1) at least fifty percent (50%) of the gross tonnage
 
of all goods (computed separately for dry bulk carriers, dry cargo 
liners and tankers) financed by A.I.D. which may be transported on 
ocean vessels will be transported on privately owned United 
States-flag commercial vessels; and
 

(2) at least fifty percent (50%) of the gross freight
 
revenue generated by all shipments financed by A.T.D. and
 
transported to the territory of the Grantee on dry cargo liners
 
shall be paid to or for the benefit of privately owned United
 
States-flag commercial vessels. Compliance with the requirements
 
of (1)and (2)of this subsection must be achieved with respect to
 
both any cargo transported from U.S. ports and any cargo 
transported from non-U.S. ports, computed separately. 
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Section C.7. Insurance.
 

(a) Marine insurance on goods financed by A.I.D. which are
 
to be transported to the territory of the Grantee may be financed as a
 
Foreign Exchange Cost under this Agreement provided:
 

(1) such insurance isplaced at the lowest available
 
competitive rate; and
 

(2) claims thereunder are payable in U. S. dollars or,
 
as A.I.D may agree in writing, in the currency in which Such goods
 
were financed or in any freely convertible currency. If the
 
Grantee (or government of Grantee), by statute, decree, rule,
 
regulation, or practice discriminates with respect to 
A.I.D.-financed procurement against any marine insurance company
authorized to do business in any State of the United States, then 
all goods shipped to the territory of the Grantee financed by 
A.I.D. hereunder will be insured against marine risks and such 
insurance will be placed in the United States with a company or 
companies authorized to do a marine insurance business in a State 
of the Un ted States. 

(b) Except as A.I.D. may otherwise agree in writing, the 
Grantee will insure, or cause to be insured, goods financed under the 
Grant imported for the Project against risks incident to their transit to 
the point of their use in the Project; such insurance will be issued on 
terms and conditions consistent with sound commercial practice and will 
insure the full vQlue of the goods. Any indemnification received by the 
Grantee under such insurance will be used to replace or repair any
 
material damage or any loss of the goods insured or will be used to
 
reimburse the Grantee for the replacement or repair of such goods. Any
 
such replacement will be of source and origin of countries listed in
 
A.I.D. Geographic Code 935 as in effect at the time of replacement, and, 
except as the Parties may agree in writing, will be otherwise subject to 
the provisions of the Agreement. 

Section C.8. U.S. Government-Owned Excess Property. The
 
Grantee agrees that wherever practicable United States Government-owned
 
excess personal property, in lieu of new items financed under the Grant,
 
should be utilized. Funds under the Grant may be used to finance the
 
costs of obtaining such property for the froject.
 

Article D: Termination; Remedies. 

Section D.1. Termination. Either Party may terminate this 
Agreement by giving the other Party 30 days written notice. Termination 
of this Agreement will terminate any obligations of the Parties to 
provide financial or other resources to the Project pursuant to this 
Agreement, except for payment which they are committed to make pursuant
to noncancellable commitments entered into with third parties prior to 
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the termination of this Agreement. Inaddition, upon such termination
 
A.I.D. may, at A.I.D.'s expense, direct that title to goods financed
 
under the Grant be transferred to A.I.D. if the goods are from a source
 
outside Grantee's country, are in a deliverable state and have not been
 
off-loaded in ports of entry of Grantee's country.
 

Section D.2. Refunds.
 

(a) Inthe case of any disbursement which is not supported
 
by valid documentation in accordance with this Agreement, or which is not 
made or used in accordance with this Agreement, or which was for goods or
 
services not used in accordance with this Agreement, A.I.D., not
withstanding the availability or exercise of any other remedies under
 
this Agreement, may require the Grantee to refund the amount of such 
disbursement in U.S. Dollars to A.I.D. within sixty (60) days after 
receipt of a request therefor. 

(b) If the failure of Grantee to comply with any of its 
obligations under this Agreement has the result that goods or services 
financed under the Grant are not used effectively in accordance with this 
Agreement, A.I.D. may require the Grantee to refund all or any part of 
the amount of the disbursements under this Agreement for such goods or
 
services in U.S. Dollars to A.I.D. within sixty (60) days after receipt
of a request therefor. 

(c) The right under subsection (a) or (b) to require a 
refund of a disbursement will continue, notwithstanding any other 
provision of this Agreement, for three years from the date of the last 
disbursement under this Agreement. 

(d) (1) Any refunds under subsection (a) or (b), or (2) any 
refund to A.I.D. from a contractor, supplier, bank or other third party 
with respect to goods or services financed under the Grant, which refund 
relates to an unreasonable price for or erroneous invoicing of goods or
 
services, or to goods that did not conform to specifications, or to
 
services that were inadequate, will (A)be made available first 'or the
 
Project, to the extent justified, and (B)the remainder, if any, will be
 
applied to reduce the amount of the Grant. 

(e) Any interest or other earnings on Grant funds disbursed 
by A.I.D. to the Grantee under this Agreement prior to the authorized use 
of such funds for the Project will be returned to A.I.D. In U.S. Dollars 
by the Grantee. 

Section 0.3. Nonwaiver of Remedies. No delay in
 
exercising any right or remedy accruing to a Party in connection with its
 
financing under this Agreement will be construed as a waiver of such
 
right or remedy.
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Section D.4. Assignment. The Grantee agrees, upon
 
request, to execute an assignment to A.I.D. of any cause of action which
 
may accrue to the Grantee in connection with or arising out of the
 
contractual performance or breach of performance by a party to a direct
 
U.S. Dollar contract which A.I.D. financed inwhole or in part out of
 
funds granted by A.I.D. under this Agreement.
 


