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DATE: September 24, 1991

ACTION MENMORANDUM FQR THE MISSION LIRECTOR, USAID/SRI LANKA

THROUGH : A/DD: D
FROM: ° William effers, Chief, Office of Projects

uthorization of the Mahaweli Basin
III Project (383-0117)

SUBJECT: SRI LANKA

I. ACTION

Your approval is required to 1) approve this Action Memorandum
which serves as a Project Paper(PP) for the subject Project;

2) sign the attached Project Authorization which provides the
Government of Sri Lanka (GSL) $15 million grant funding from
the Agriculture, Rural Development, and Nutrition (ARDN)
account for a three month period extending from September 25,
1991 until December 25, 1991; and, 3) sign the attached Limited
Scope Grant Agreement with the GSL executing the actions
outlined in this PP.

II. BACKGROUND

The Mahaweli Basin Development (MBD) III Project is designed as
a mechanism to provide funds to the GSL %o finance a portion of
the GSL’s settlement of an arbitration award by the
International Court of Arbitration of the International Chamber
of Commerce in favor of Zachry-Dillingham (2ZD), the U.S. joint
venture that constructed main and branch canals under the
Mahaweli Basin Development II (MBD II) Project (383-0073).

The purpose of the MBD II Project was to assist the Mahaweli
Authority of Sri Lanka (MASL) to construct the main and branch
canals for System B of the Accelerated Mahaweli Program.

System B encompasses an irrigable area of 25,800 hectares in
the Eastern dry zone, mostly in the Polonnaruwa District. The
main System B offices of the Mahaweli Authority are situated in
Welikanda--250 Km. from Colombo.

Design and supervision of the MBD II construction was done by a
U.S. joint venture engineering group, Berger (New Jersey) and
IECO (California), under a companion project--Mahaweli Basin
Development I. Berger/IECO (BI) began their design work in
September 1980 and had the designs and cost estimates completed
for tendering by January 1982. The MBD II Project was
obligated for $110 million--$107 million loan for construction
and commodities and $3 million grant. The grant portion was
for a separate direct AID contract to a U.S. firm to develop
and implement au operation and maintenance program for the
canal gystem. This contract was awarded to CH2MHill in April
1985 and was completed in September 1988.
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The MBDII Project was tendered in two parts. Phase 1(a)
included 23.5 Km of main canal and 30 Km of branch canals,
comprising roughly 59 percant of the work. Phase 1(b) included
30 Km of main canal and 51 Km of branch canals for 41 percent
of the total work. (Phase 1(a) was more expensive because of
larger canal sections, more structures and more rock
excavation.) The two-part contract gave MASL the option of not
continuing with the original contractor for l1(b) in case it was
not satisfied with the csntractor’s performance on 1(a). The
bidders were required to bid on both parts of the tender.

A joint venture group of two U.S. construction firms, Zachry
(Texas) and Dillingham (California), submitted the low bid of
$91,864,374 ($63,082,737 for Phase 1(a) and $28,781,637 for
Phase 1(b)). The USAID Engineers’ estimate was for a total of
$96.7 million and BI’s was for $126 million. On 29 May 1982, a
host country, fixed-rate contract between Zachry/Dillingham
(2D) and MASL was signed and 2D began work in July 1982.

2D soon began to run into implementation problems and to fall
behind schedule. By January 1983, ZD was two and one-half
months behind the original construction schedule for a critical
section at the head of the canal. The earthwork portion, in
particular, was falling behind from September 1982 until April
1984. 2D brought additional equipment in and they began to
catch up. The problems encountered by ZD included: wmore rock
and groundwater than anticipated, a large percentage of the
excavated earth ir the cut areas unsuitable for embankment in
the fill areas, uncvnacted fractured and unstable rock strata
requiring design changes after construction began, very poor
performance by the primary earthwork subcontractor, shut downs
caused by terrorist harassment, a seven-month delay in
receiving GSL approval for two-way radio communications, and
abnormally heavy rainfalls during two of the monsoon periods.

By mid-1983, it was obvious that ZD would not reach their first
deadline which was to complete the Rl Branch Canal by September
9, 1983. 1In July 1983, BI recommended to MASL that a time
extension be given to 2D but MASL did not regpond. USAID wrote
to ZD on September 3, 1983 asking them to accelerate their
efforts so as to finish the Rl Branch Canal and Phase l1(a) by
the contract dates. (Thig was the first of several letters
that 2D used in their claim that they had been "directed to
accelerate.")
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On 1 September 1983, ZD submitted four claims to BI requesting
additional payments and time extensions totaling 133 days. A
modified payment and a time extension of 125 days was approved
by MASL on November 28, 1984 (453 days after the request was
received) despite several requests during the period from BI
for time extensions to be approved. Several more time
extensions were eventually granted for a total of 397 days
after delays ranging from 154 to 548 days.

The Uollowing table provides an interesting comparison between
the corntract, actual and extended completion dates:

Contract Actual Revised Completion
Contract Completion Completion Dates after
Work =~ Date =~ Date ~~_ Approved Extensions
R1 Canal 9 Sep 83 14 Aug 84 20 Aug 54
Phase 1l(a) 24 Jul 84 20 Aug 85 25 Aug 85
Phase 1(b) 30 Mar 86 30 Aug 86 4 Mar 87

Beginning with 2D’s September 1983 request for payment, MASL
withheld liquidated damages amounting to slightly over $1
million for the period from September 1¢ through December 31,
1983, for non-completion of the R1 Canal. On 19 January 1984,
ZD wrote to BI protesting the withholding of liquidated damages
and requested they be restcred. 2D also advised, for the first
time, that they would be claiming extra compensation for being
"directed to accelerate" their operations. The liquidated
damages were eventually returned on until 4 March 198S5.

During and shortly after the completion of the construction
work, ZD submitted 39 claims, most of which were settled by
negotiation or withdrawn. Nine of the claims were submitted by
2D to arbitration as provided in the contract. The fir~t¢
arbitration proceedings was held in Colombo in July 1986 to
rule on Claim No. 11, Clearing and Grubbing--Phase 1(a). On 21
April 1987, the Panel issued an award ruling in favor of 2ZD.

In September 1987, MASL obtained an interim injunction from the
Colombo District Court restraining 2D from seeking arbitration
for any of the remaining claims. Over the next few months, 2D
and MASL engaged in negotiations with the result that ZD
dropped its Claim No. 38, Contract Administration, for over $49
million. MASL, in return, dropped the injunction in March
1988. Also, in September 1987, MASL requested USAID to fund
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the services of a U.S. lawyer specializing in international
arbitration as well as the services of the two main BI
engineers to assist them in the next arbitration proceedings.
USAID subsequently agreed to provide unexpended project funds
for this purpose and, during the course of the arbitration
proceedings, reimbursements to the U.S. legal firm totaled
approximately $570,000. At the present time, the funds
remaining in the project amount to some $7.2 million.

The remaining eight claims were submitted to arbitration on 6
October 1986 in a combined claim totalling over $41 million.
The proceedings were held in London in July 1990 and in Colombo
in September 1990. By September 1990 the base clainm plus
interest amounted to $56 million. The award was rendered on 10
April 1991 in favor of ZD for the amount of $55,639,129 plus
interest accruing at the rate of 12 percent per annum,
commencing from 1 October 1990, until payment is made. By June
1991, the amount of the base award plus interest was
approximately $61 million.

Inmediately after the award document was released, ZD filed a
motion in the London courts to enforce the award. MASL, on the .,
advice of their U.S. arbitration lawyer, then filed in the Sri
Lankan courts to contest the award and, at the same time,
requestaed the London court to postpone hearing the zZD case
until after the Sri Lankan case wa. decided. After learning
that a bond equaling the amount of the award would have to be
posted, MASL dropped the request to the London court and the
enforcement order stands at the moment. MASL, however,
believed that ZD would »uve to come to the Sri Lankan courts in
order to collect the awari since MASL has no assets outside Sri
Lanka. MASL had asked USAI. to continue to fund the U.S. law
firm to contest the award but USAID determined that it was not
appropriate to provides add.itional funds for that purpose after
the date of the award.

At the urging of both the Government of Sri Lanka and 2D, AID/W
and OPIC were invited to assist in the negotiations. A meeting
between MASL and 2D was scheduled in Colombo on 4-8 September
1991. A high-level negotiating team, led by the Deputy
Secretary of the Treasury, was formed by the GSL. Other
members included the Additional Solicitor General, the Director
General of MASL, the Director of External Resources, and the
State Secretary of the Ministry of Housing and Construction.
Zachry Dillingham was represented by John Withers the senior
representative for the consortium The AID delegation was led
by USAID/Sri Lanka Director Richard Brown and OPIC was
represented by Robert 0’Sullivan.
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The four day negotiations resulted in a $50 million settlement
between the GSL and ZD. The terms of this settlement were
outlined in a Memorandum of Understanding which provided a
financing plan for GSL payments in return for 2D terminating
all legal and related actions against MASL. The financing
package agreed by both parties included $5 million in cash by
the GSL (By November 1, 1991), $30 million from a GSL loan
fully guaranteed by OPIC (By October 1, 1991), and a $15
million grant to the GSL by USAID (By October 1991)

III. PROJECT RATIONALE AND DESCRIPTION

The purpose of the MBD III Project is to finance $15 million of
the $50 million settlement agreed to by the Government of Sri
Lanka and Zachry-Dillingham. The settlement resolves an
outstanding $61 million arbitration award to ZD by the
International Court of Arbitration of the International Chamber
or Commerce which resolves disputes arising out of AID-financed
irrigation construction performed by ZD in System B of the
Matraweli Basin.

The MBD III Project will constitute a single payment to the .
Zachry Dillingham Consortium which will be made in conjunction
with other financing made available by the GSL as part of its
settlement with ZD. The life of project will be three months
from September 25, 1991 until December 25, 19%51.

By financing construction costs for a major element of the
Accelerated Mahaweli Program, the MBD III Project will permit
the GSL and USAID to pursue post-construction development which
is necessary for the full realization of the benefits of the
irrigation and settlement infrastructure. These activities
will, in turn, be critical for improving incomes and the
quality of life for rural communities.

The principal beneficiary of the project will be the US
contractor who will receive additional funds for extraordinary
construction costs incurred in System B. The secondary
beneficiaries include the Mahaweli settlers in System B who
are using the irrigation infrastructure and continue to benefit
from the irrigation services and other agricultural assistance
being provided by the GSL.

IV. COST ESTIMATE AND FINANCIAL PLAN

The total cost of the MBD III Project is $50 million. The AID
contribution to the project is $15 million grant funding. OPIC
is providing a guarantee to the GSL for a $30 million
commercial loan. The GSL will also provide the final $5
million financing from its own budget. The GSL contribution is
70% of total project costs.

Lk
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MBD III' Project Budget
(000’s U.S. Dollars)

Description Amount Source of Funds
GSL Commercial Loan $30,000 OPIC Guarantee
Cash Payment by $ 5,000 GSL Budget
The GSL
Project Grant to GSL $15,000 USAID Sri Lanka
TOTAL $50,000

The AID funding for the MBD III project is available as a
result of de-obligations from four other USAID Projects:
Mahaweli Basin I ($507,218) Mahaweli Basin Development II
($5,871,176), Mahaweli Downstream Support Project ($4,000,000),
and Rehabilitation Assistance Project $4,621,606). Since the
GSL assumed $30 million in new debt as a result of the
settlement, AID agreed that if possible, the AID financed
portion of the settlement would be grant rather than loan.
Therefore, a conversion of the $10,312,219 in existing loan
funding to grant will be required.

Upon receipt of a voucher and payment instructions from the
GSL, USAID will make direct payment through telegraphic
transfer to Zachry Dillingham bank account in the United Stataes.

Ts\l
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V. IMPLEMENTATION PLAN

As described in section II. above, AID’s contribution to the
MBD III Project were negotiated in the Memorandum of
Understanding between the GSL, Zachry Dillingham, OPIC and AID
on September 8, 1991. The necessary actions required to
implement the terms of this agreement are as follows:

Action Required By Whom Timing

GSL to obtain Cabinet GSL Ministry of Finance September 18
Approval for Terms
of MOU

AID to de-obligate USAID, AID/W ' September 30
funds, prepare MBD III,
sign Limited Scope
Grant Agreement

GSL to negotiate GSL, Ministry of Finance September 30
commercial loan A ' s
with OPIC guarantee

and make $30 payment to

2D

AID to disburse $15 USAID Controller-AID/W
September 30 .
million payment to ZD

'

GSL to make $5 million GSL, Ministry of Finance November 1
payment to ZD ‘

ZD accept above payments Zachry-Dillingham November 1
as full and final settlement -
of its contract disputes as

per the Section 2 of the MOU.

The GSL Ministry of Finance (MOF) has primary responsibility
for the implementation of the MBD III Project. The Deputy
Secretary of the Treasury is the principal representative for
the Government of Sri Lanka. The MOF will be rasponsible for:
1) directly communicating with 2D to finalize terms of MOU, 2)
obtaining Cabinet and Parliamentary approval necessary to
execute the teirms of the MOU, 3) negotiating a $30 million loan
with OPIC guarantee, 4) approving de-obligations on USAID
Projects, and 5) paying the final $5 million installment in
November 6) providing a voucher and payment instructions to
USAID to enable direct payment to Zachry Dillingham.
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The USAID Engineering Office will be responsible for
implementing AID’s actions and monitoring progress of the
Project.

As this Project constitutes a single payment for construction
costs which have already been completed no long-term monitoring
nor evaluation is anticipated. USAID, however, continues to
monitor the agricultural development of System B, in areas
served by the construction financed by MBD III, under other
projects.

VI. ANALYSES

The nature and purpose of this project does not lend itself to
traditional project analyses. The technical details and
financial analyses of the completed construction activities
have been the subject of legal and arbitration actions over the
last four years. There are no outstanding technical nor
financial issues. The administrative requirements of this
project are well within the demonstrated capabilities of the
participating parties. The socijal analysis of the MBD III
Project can usefully draw upon the analysis of the previous MBD
II Project which indicated a broad distribution of benefits to
rural producers from the construction of the irrigation
infrastructure.

VII. LEGAL REQUIREMENTS

The sta“us of the applicable legal requirements for the project
are as f{ollow.

1. i ¢! USAID/Sri Lanka has
requested the APRE Bureau prepare a Congressional
Notification (CN) for the MBD III Project. The CN was
submitted to Congress on September 11, 1991 and is
expected to expire on September 25, 1991 without
objection.

2. "inancing: The GSL’s request to AID for
financing of its settlement with Zachry Dillingham was
entertained during the negotiations. The Memorandum of
Understanding reflects AID’s acknowledgement of the GSL
request.

3. i : Funding for the MBD III Project
is available as a result of de-obligations from four
Mission projects. Action on de-obligations and
conversion of loan funds to grant is described in State
299322. Re-obligation will require separate budget
allowances once the CN has expired. Authorization may
proceed prior to the re-obligation.
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4. i ¢ The MBD III
Project "which has no effect on the natural or physical
environment® qualifies for a categorical exclusion of the
Section 216 Environmental Procedures as permitted by
216.2 (C)(i). The attached IIE (Attachment J) has been
approved by the Regional Environmental Officer.

5. Wajvers: No waivers are required.

6. iti : Three conditions will be imposed on
the GSL prior to the disbursement of funds: 1) the GSL
will be required to disburse $30 million to 2D prior to
the AID disbursement, 2) the GSL will forward copies of
the documentation ZD vouchers requesting payment, 3) the
GSL will provide the name of its representative for the
Project.

VIII. AUTHORITY

The Amended and Re-Stated Delegation of Authority (DOA) of the
Bureau for Asia and Private Enterprise dated August 9, 1991
Section 2A. provides you authority to authorize the MBD III
Project since it is less than $20 million, does not present any
significant deviations from AID policy, does not require any
waivers, and has a life of project less than ten years.

Section 2D of the same delegation authorizes you to execute
grant agreements with respect to grants authorized under the
Foreign Assistance Act.

IX. RECOMMENDATION

1. That yYou approve and sign this action memorandum thereby
approving the Project Paper for a three month, $15 million
Mahaweli Basin Development III Project,

2. That you sign the attached Project Authorization,
authorizing the Mahaweli Basin Development III Project for $15
million from the Agriculture, Rural Development, and Nutrition
Account over the period bet.aen September 25, 1991 and December
25, 1991, and

3. That you sign the attached Limited Scope Grant Agreement
which provides the Government of Sri Lanka $15 million for
financing its settlement with the US construction firm Zachry
usllinghan.

APPROVED: ﬂﬂ””""—_’

DISAPPROVED:

DATE: 9/3575/

[o"



Attachments:

l.Project Authorization

2.Project Data Facesheet

3.Initial Environmental Examination
4.Statutory Checklist

5.Negotiated Memorandum of Understanding
6.Project Delegation from AID/W

Clearances:

PRM: R.Case Date_tyt§!
CTR: JWButlte Date 9/
ENG: JPinney Date£7§ {4
AGR: GAnders te S

RLA: KTurnerft Date_9/20/91

Drafted: PRJI:WJ ers: 9/16/91
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(2) The invoice submitted by ZD to the GSL on August 1, 1991,
together with a certification of 2D that the request for payment is
consistent with the terms of the ZD/GSL contract; and is for goods
and services supplied under that contract for which payment has not
previously been requested;

(3) Evidence that the Grantee has contracted to borrow not
less than Thirty Miliion U.S.Dollars ($30,000,000) under loans made
by . or guaranteed by, the Overseas Private Investment Corporation,
and has arranged for an immediate disbursement of the oroceeds of
such loans (the OPIC Disbursement”) directly to Zachry-D1llingham;
and

(4) Fvidence that the Grantee has made satisfactory progress
in providing the remaining Five Million U.S.Dollars ($5,000,000) of
its Tharty Five Million U.S.Dollar ($35,000,000) contribution to the
Project by November 1, 1991.

Tlearances: PRM: Date_ab—q 4
PRJ: Date ﬂ
AGR: Date
ENG: Date 25 Sap 9/
CTR: Date._ 24 /5/:
( /enlo
(T Y7 > N
Signature: __ -
Richard M. Brown
Director

¥,
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Initial Pnyironment. Bxamination

Country ! Sri Lanka

Project Name ¢ illahaweli Basin Development I

Project Mumber  :  383-0117 '

LoP Funding . 815,000,000 ’
IRE Prepared by : Willian Jeffers, .

Environpenta) Actien Reommanded: e

Positive Detarnination

Negative Determination _
Catagorical Exclusion X

This Project involves 4 payment of $15 million of the $50 millio:
settlement awarded to Zachry/Dillinghan by the Intemationa)
Court, of Arbitration of the International Chamber of Commerce for
1ts unsettled claims for {rrigation construction in Systex B of
the Mahawels Basip,

of actions that aje categorically excluded from the procedures
set forth {n 22 C.F.R. 216.3 1n accordance with C.F.R.2{8.2 (c)
(1).

Action Requested by: dzﬂ””"‘"‘"“

Richard M, Brown, Director
Date e/

Py oo~
Haloolm Jax'\'un, P
tate  1/08/91

Mission Enviroament Officer Clearance.

Bureau Environmental Orficer Glearanoce: /\L
Kux, AFRE/DR/TR

Date
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Listed below are statutory criteria applicable to the assistance resources
themselves, rather than to the eligibility of a country to receive

assistance. This section is divided into three parts, Part A includes
criteria applicable to both Development Assistance and Economic Support Fund
resources. Part B includes criteria applicable only to Development Assistance

resources.,

Funds.

CROSS REFERENCE: IS COUNTRY CHECKLIST UP-TO-DATE?

A.

CRITERIA APPLICABLE TO BOTH DEVELOPMENT
ASSISTANCE AND ECONOMIC SUPPORT FUNDS

l. Host Country Development Efforts
(FAA Sec, 60I(a)): Information and
conclusions on whether assistance will
encourage efforts of the country to:
(a) 1ncrease the flow of international
trade; (b) foster private initiative
and competition; (c) encourage develop-
ment and use of cooperatives, credit
unions, and savings and loan associa-
cions; (d) discourage monopolistic
practices; (e) improve technical effi-
ciency of industry agriculture, and
commerce; and (f) strengthen free labor
unions.,

2. U.S. Private Trade and Investment
(FAA Sec. : Information an
conclusions on how assistance will
encourage U.S. private trade and
investment abroad and encourage private
U.S. participation 1n foreign assistance
programs (including use of private trade
channels and the services of U.S.
private enterprise).

3. Congressional Notification

a. General Requirement (FY 1991
Appropriations Act Secs. 523 and 591: FAA
Sg E%IKI Tt money is to be obligated

C. :
for an activity not previously justified

Part C includes criteria applicable only to Economic Support

YES

No

The settlement of the
outstanding claim by the
U.S. contractor will
demonstrate the
committment of Sri Lanka
to meet its international
committments.



to Congress, or for an amouit in excess
of amount previously justifiod to
Congress, has Congress been properly
notified (unless the notific~tion
requirement has been wal‘ i because of
substantial risk to huan health or
welfare)?

b. Notice of New Account Oblj-

Eation (FY 1391 Appropriations Act Sec.
): unds are being obligat

under an appropriation account to which
they were not appropriated, has the
President consulted with and provided a
written justification to the House and
Senate Appropriations Committees and has
such obligation been subject to regular
notification procedures?

c. Cash Transfers and Nonproject
Sector Assistance (FY 1991 Appro riations
Act Sec. SIAI3)): It Eunés are to be
made available in the torm of cash
transfer or nonproject sector assis-
tance, has the Congressional notice
included a detailed description of how
the funds will be used, with a discussion
of U.S. interests to be served and a
description of any economic policy
reforms to be promoted?

4. Engineering and Financial Plans
(FAA Sec. EIIZa)I: Prior to an obliga-
tion In excess of $500,000, will there
be: (a) engineering, financial or other
plans necessary to carry out the assis-
tance; and (b) a reasonably firm
estimate of the cost to the U.S.
of the assistance?

5. Legislative Action (FAA Sec.
611(a)(2]):™ IT legislative action Is
required within recipient country with
respect to an obligation 1n excess of
$500,000, what 1s the basis for a
reasonable expectation that such action
will be completed in time to permit
orderly accomplishment of the purpose
of the assistance?

CONFORMED copy |

Yes

Yes

N/A

N/A

MA

I
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6. Water Resources (FAA Sec. 611(b);
FY 1991 Kggrogr1ations Act Sec. 501):

project 1s ftor tor water or water-
related land resource construction, have
benefits and costs been computed to the
extent practicable 1n accordance with
the principles, standards, and proce-
dures established pursuant to the Water
Resources Planning Act (42 U.S.C. 1962,
et seq.)? (See A.I.D. Handbook 3 for
guidelines.)

7. Cash Transfer and Sector Assistance

(FY 1991 Appropriations Act Sec. 575(bJJ:
Will cash transfer or nonproject sector

assistance be maintained 1n a separate
account and not commingled with other
funds (unless such requirements are waived
by Congressional notice for nonproject
sector assistance)?

8. Capital Assistance (FAA Sec.
6l1(e)): project 1s capital assis-
tance (e.g., construction), and total
U.S. assistance for 1t will exceed
$1 million, has the Mission Director
certified and Regional Assistant Adminis-
trator taken into consideration the
country's capability to maintain and
utilize the project effactively?

9. Multiple Country Objectives (FAA
Sec. 601TaJ): Information and conclu-
Sions whether project will encourage
efforts of the country to: (a) increase
the flow of International trade; (b)
foster private initiative and competition;
(c) encourage development and use of
cooperatives, credit unions, and savings
and loan associations; (d) discourage
monopolistic practices; (e) improve
technical efficiency of, industry, agri-
culture and commerce; and (f) strengthen
{ree labor unions.

10. U.S. Private Trade (FAA Sec.
601(b)): Tnformation and conclusions on
Ow project will encourage U.S. private
trade and 1nvestment abroad and encourage
private U.S. participation 1n foreign

CONFORMED cOPY

N/A"

N/A

N/A

The project finances

a negotiated settlement
between a U.S. contractor
and *the GSL., [t will not
significancly encourage
any of the efforts listed
in A-F,

The payment of out-
standing claims to the
J.S. contractor will
increase the confidence
of U.S. suppliers and
investors doing business
1n Sr1 Lanka. This 1n
turn may increase U.S.
business and investment.
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"assistance programs (including use of
private trade channels and the services
,+of U.S. private enterprise).

11. Local Currencies

a. Recipient Contributions (FAA
Secs. 612(b) : scribe steps
taken to assure that, to the maximum
extent possible, the country is contri-
buting local currencies to meet the cost
of contractual and other services, and

foreign currencies owned by the U.S. are
utilized 1n lieu of dollars,

b. U.S.-Owned Currencv (FAA
Sec. 612(d)): Does the U.3. own excess
oreign currency of the country and, 1f
$o, what arrangements have been made for
1ts release?

c. Seg;rate Account (FY 1991
Appropriations Act JSec. : assis-
tance Is turnished to a Forelgn govern-
ment under arrangements which result 1n
the generation of local currencies:

(1) Has A.I.D. (a) required
that local currencies be deposited 1n 2
Separate account established by the
recipient government, (b) entered into
an agreement with that governmant
providing the amount of local currencies
to be generated and the terms and condi -
tions under which the currencies so
deposited may be utilized, and (c)
established by agreement the responsi-
bilities of A.I.D. and that govern-
ment to monitor and account for
deposits 1nto and disbursements from
the separate account?

(2) Will such local curren-
Cles, or an equivalent amount of local
currencies, be used only to carry out
the purposes of the DA or ESF chapters
of the FAA (depending on which chapter
1s the source of the assistance) or for
the administra.ive requirements of the
United States Government?

CONFORNMED COPY
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(3) Has A.I.D. taken all
appropriate steps to ensure that the
equivalent of local currencies disbursed
Erom the separate account are used for
the agreed purposes?

(4) If assistance 1s term:i-
nated to a country, will any unencumbered
balances of funds remaining 1n a separate
account be disposed of for purposes
agreed to by the recipient government and
the United States Government?

12. Trade Restrictions

a. Surplus Cammodities (FY 1991
Aggrogrlat1ons Act Sec. S21(a)): 1t

assistance 1s tor the production of anv
commodity for export, 1s the commodity
likely to be 1n surplus on world markets
at the time the resulting productive
capacity becomes operative, and 1s such
assistance likely to cause substantial
Injury to U.S. producers of the same,
simplar or compet'-g commodity?

b. Textiles (Lautenberg Amend-
ment) (FY 1991 Appropriations Act Sec.
521(c)): Will tﬁe assistance lexcept
for programs 1in Caribbean Basin Initia-
tive countries under U.S. Tariff
Schedule '""Section 807", which allows
reduced tariffs on articles assembled
abroad from U.S.-made components) he
used directly to procure feasibiltty
studies, prefeasibility studies, or
project profiles of potential investment
I, or to assist the establishment of
facilities specifically designed for,
the manufacture for export to the linited
States or to third country markets in
direct competition with U.S. exports,
of textiles, apparel, footwear, handbags,
flat goods (such as wallets or coin
purses worn on the person), work gloves
or leather wearing apparel”

13. Tropical Forests (FY 1991 Appro-
Eriations Act Sec. S33(cI(3)): Will
unds be use

or any program, project

CONFORMED coPY
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N/A
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N/A

N/A
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or activity which would (a) result in any
significant loss of tropical forests, or
(bgninvolve industrial timber extraction
in primary tropical forest areas?

14, PVO Assistance

a. Auditing and Registration
(FY 1991 Appropriations Act Jec, 537):
If assistance is being made available
to a PVO, has that organization provided
upon timely request any document, f1le,
or record necessary to the auditing
requirements of A.[.D., and 1s the PVO
registered with A.[.D.”

b. Funding Sources (FY 1991
Appropriations Act, Title II, under
heading ""Private and Voluntary Organi-
zations"'): If assistance (s to be made
to a United States PVO (other than a
cooperative development organization),
does 1t obtain at least 20 percent ol 1ts
total annual funding for international
activities from sources other than the
United States Government”

15. Project Agreement Documentation
(State Authorization Sec. I30 (a5
interpreted by conference report)): Has
confirmation of the date of signing of
the project agreement, 1ncluding the
amount involved, been cabled to Stite
L/T and A.I.D. LEG within 60 Jdavs of the
agreement's entry 1nto force with tespect
to the United States, and has the full
text of the agreement been pouched to
those same offices? (See Handbook 3,
Appendix 6G for agreements covered b
this provision.)

16. Metric System (Omibus Trade and
Comggtitiveness Act of 1988 JSec. 5133,
as 1nterpret conterence report
amendin hEtrlc éonver51on Act oE [375
Sec. 2, and as im lemented through A.1.D.
EEIISE5: Does the assistance activity
use the metric system of measuiement
In 1ts procurements, grants, and

other business-related activities,
except to the extent that such use 15

CONFORMED COPY
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N/A

N/A

N/A
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impractical or is likely to cause
significant nefficiencies or loss of
markets to United States firms? Are

bulk purchases usually to be made 1n
metric and are components, sub-assemblies,
and semi-fabricated materials to be
specified 1n metric units when
economically available and technically
adequate”? Will A.I.D. specifications use
metric units of measure from the

earliest programmatic stages, and from
the earliest documentation of the
assistance processes (for example,
project papers) involving quantifiable
measurements length, area, volume,
capacity, mass and weight), through the
Implementation stage”

17. Wamen 1n Development (FY 1991
Appropriations Act, Title IT under
eading "Women 1n Development''): Will
assistance be designed so that the percen-

tage of women pdrticipants will he demon-
strably incieased”

18. Regional and Multilateral Assis-
tance (FAA Sec. 209): Is assistance more
étticlentiy and etfectively provided
through regional or mulcilateral organi-
zations? If so, why 1s assistance not so
provided” Information and conclusions on
whether assistance will encourage
developing countries to cooperate 1n

regional development pirograms.

19. Abortions {FY 1991 Appropria-
tions Act, Title II, under headin
"FopuIatlon, DA, and Sec. 5257:

a. Will assistance be made
avatlable to amy urganization or program
which, as determined by the President,
supports or participates in the manage-

ment of a program uf coercive ahortion
or involuntarv sterilization”

b. Will anv funds nve used ro lobby
Eor abortion?

CONFORMED COPY
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No

This project will not
encourage developing
countries to cooperate
in regional development
programs.,

No

No’



20. Cooperatives (FAA Sec. 111):
Will assistance help develop cooperatives,
especially by technical assistance, to
assist rural and urban poor to help

themselves toward a better life?

21. U.S.-Owned Foreign Currencies

a. Use of Currencies (FAA Secs.
612(b), 636(hT; Appropriations
Act Secs, 507, 509): Describe steps
taken to assure that, to the maximum
extent possible, foreign currencies
owned by the U.S. are utilized in lieu

of dollars to meet the cost of contrac-
tual and other services.

b. Release of Currencies (FAA
Sec. 612(d)). Does the U.5. own excess
oreign currency of the country and, if
so, what arrangements have been made for
1ts release”

2. Procurement

a. Small Business (FAA Sec.
602(a)): Are there arrangements to
permit U.S. small business to participate
equitably in the furnishing of commo-
dities and services financed?

b. U.S. Procurement (FAA Sec.
604(a)): wiTT all procurement be From
the U.S. except J4s atherwise determined
Ly the Presideit o1 determined under
delegation trom him?

C. Marine Insurance (FAA Sec.
604(d)): [f the cooperating country
Iscriminates 4gaInst marine insurance
companies authorized to do business
i the U.S., will commodities be 1nsured
In the United States against marine risk
with such a companv’®

d. Non-U.S. Agricultural Pro-
curement (FAX Sec. SNieH: [T non-1.S,

procurement ot agricultural commodity or
product thereof 1s to be financed, 1s
there provision against such procurement
when the domestic price of such commodi ty
Is less than parity? (Exception where

CONFORMED COPY
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éommodity financed could not reasonably
be procured in U.S.)

e. Construction or Engineerin
Services (FAA Sec. 604(g)): Will con-
struction or engineering services be
procured from £irms of advanced deve~
loping countries which are otherwise
eligible under Code 941 and which have
attained a competitive capability in
international markets in one of these
areas? (Exception for those countries
which receive direct economic assistance
under the FAA and permit United States
Eirms to compete for construction or
engineering services financed from assis-
tance programs of these countries.)

f. Cargo Preference Shippin
(FAA Sec. 603]: Ts the shipping
excluded from compliance with the
requirement i1n section 901(b) of the
Merchant Marine Act of 1936, as amended,
that at least 30 percent of the gross
tonnage of commodities (computed
separately for dry bulk carriers, dry
<argo liners, and tankers) financed
shall be transported on privately owned
1.S. flag commercial vessels to the
extent such vessels are available at
fair and reasonable rates?

§. Technical Assistance (FAA
Sec. 621(a))” 1[I technical assistance
Is tinanced, wiil such assistance be
furnished v private enterprise on a
contract bdsis to the fullest extent
practicable? Will the facilities and
resources of other Federal agencies be
utilized, when they are particularly
sultable, not competitive with private
enterprise, and made available without
undue inter(erence with domestic programs?

h. U.S. Air Carriers (Inter-
national Air Iransportation Fair Compe-=
titive Practices Act, 1978): If air
transportation ot persons or property
1s Einanced on grant basis, will U.S.

carriers be used to the extent such
service 1s avallable”

No

N/A

N/A

N/A

1
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1, Termination for Convenience
of U.S. Government (FY 1991 Abpro ria-
tions Act Sec. 504): 1T the 6.%.

overnment 1s a party to a contract for
procurement, does the contract contain a
provision authorizing termination of such

contract for the convenience of the
United States”

J. Consulting Services (FY
1991 Appropriations Act Jec. 528): If
assistance 1is tor consulting service
through procurement contract pursuant to
5 U.S.C. 3109, are contract expenditures
a matter of public record and available

for public inspection (unless otherwise
provided by law or Executive order)?

k. Metric Conversion (Omibus
Trade and Competitiveness Act o
as inter retEﬁ by conference report
amending Metric Conversion Act o% 1975
Sec. Z, and as implemented th_rougﬁ A.T.D.
po ICF * Does the assistance program
use the metric system of measurement in
1ts procurements, grants, and other
business-related activities, except to
the extent that such use 1s impractical
or 1s likely to cause significant ineff-
clencies or loss of markets to United
States firms? Are bulk purchases usually
to be made in metric, and are components,
sub-assemblies, and seml1-fabricated
materials to be specified 1n metric units
when economically available and techni-
callv adequate” will A.I.D. specifi-
cations use metric units of measure from
the edrliest programmatic stages, and
from the earliest documentation of the
dssistance processes (for example, project
papers) involving quantifiable measure-
ments (length, area, volume, capacity,
mass and weight), through the implemen-
tation stage?

L. Competitive Selection Pro-
cedures (FAA"Sec. 601(e)): Will the

assistance utilize competitive selection
procedures for the awarding of contracts,
except where applicable procurement

rules allow otherwise?

CONFORMED COPY
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23. Construction

a. Capital Project (FAA Sec.
601(d)): If capital (e.g., construc-
tion) project, will U.3, engineering and
professional services be used?

b. Construction Contract (FAA
Sec. 611(c)): IT contracts For con-
struction are to be financed, will they
be let on a competitive basis to maximum
extent practicable?

c. Large Projects, Congres-
sional Approval (FAA gEc. 3251Ei): If
for construction of productive enter-
ptise, will aggregate value of assistance
to be furnished by the U.S. not exceed
$100 million (except for productive
enterprises tn Egypt that were described
in the Congressional Presentation), or
Joes assistance have the express approval
of Congress?

<4. U.S. Audit Rights (FAA Sec.
301(d)): und 1s established solely
v U.5. contributions and administered by
41 International organization, does Comp-
troller General have audit rights?

25, Communist Assistance (FAA Sec.
620(h)): “Do arrangements exist fo
Insure that United States Eoreign aid 1s
09t used 1n 2 manner which, contrary to
UVir hesr anterests of the United States,
roates or assists the foreign aid
PCv)2Cls or activities of the Communist-
bloe countries?

2o, Narcotics
2.L0ties

a. Cash Reimbursements (FAA
Sec. 483): Wil arrangements preclude
use of financing to make reimbursements,
th Lhe form of cash payments, to persons
whose tllicit drug crops are eradicated?

CONFORMED COPY
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b. Assistance to Narcotics
Traffickers ction T Will
arrangements take "all reasonable steps"
to preclude use of financing to or
through individuals or entities which
we know or have reason to believe have
either: (1) been convicted of a
violation of any law or regulation of
the United States or a foreign country
relating to narcotics (or other con-
trolled substances); or (2) been an
11licit trafficker 1n, or otherwise
involved in the 11licit trafficking of,
any such controlled substance?

27. Exgrogriation and Land Reform
(FAA Sec. : WIIT assistance
preclude use oE financing to compensate
owners for expropriated or nationalized
propertv, except to compensate foreign
nationals 1n accordance with a land

reform program certified by the President?

28. Police and Prisons (FAA Sec.
660): wiTl assistance preclude use of
Financing to provide training, advice,
or any financial support for police,
prisons, or other law enforcement forces,
except for narcotics programs?

¢9. CIA Activities (FAA Sec. 662):
Will assistance preclude use o lnancing
for CIA activities?

3. Motor Vehicles (FAA Sec.
636(1)): “WIIT assiscance preclude use
ot tinancing to provide for purchase,
sale, long-term lease, exchange or
guaranty of the sale of motor vehicles
manufactured outside U.S., unless a
wdlver 1s obtained?

31. Milit. 7 Personnel (FY 1991
Appropriations Act Sec. 503): Will
assistance preclude use o 1nancing to
P4y pensions, annuities, retirement pay,
or adjusted service compensation for
Prior or current military personnel?

Yes

Yes

Yes

Yes

Yes

Yes
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32. Payment of U.N. Assessments
(FY 1991 Appropriacions Act Sec. 505):
Will assistance preclude use of Financing
to pay U.N. assessments, arrearages or
dues?

33. Multilateral Organization
Lending (FY I99T Appropriations Act Sec.
506): Will arrangements preclude use
of financing to carry out provisions of
FAA section 209(d) (transfer of FAA
funds to multilateral organizations for

lending)?

34. Export of Nuclear Resources
(FY 1991 Appropriations Act Sec. 310):
WIIT assistance preclude use of financing
to finance the export of nuclear equlp-
ment, fuel, or technology?

35. Repression of Population (FY
1991 Appropriations Act 3£c. SII): Will
assistance preclude use of financing

for the purpose of aiding the efforts of
the government of such country to repress
the legitimate rights of the population
of such country contrary to the Universal
Declaration of Human Rights?

30. Publicity or Progaganda (FY
1991 Appropriations Act Sec, ¢ Will
assistance be used for publicity or propa-
ganda purposes designed to support or
defeat legislation pending before
Congress, to 1influence 1n any way the
outcome of a political election in the
United States, or for any publicity or
propaganda purposes not authorized by
Congress”?

37. Marine Insurance (FY 1991
Appropriations Act Sec. 563): Will
any A.T.D. contract and soIlc1tation,
and subcontract entered into under such
contract, include a clause requiring that
U.S. marine 1nsurance companies have a
fair opportunity to bid for marine

lnsurance when such 1nsurance is
necessary or appropriate?

'CONFORMED COPY
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38. Exchange for Prohibited Act

(FY 1991 Appropriations Act Sec. 569):
any assistance be provided to any No

foreign government (1including any instru-
mentality or agency thereof), foreign
person, or United States person 1n
exchange for that foreign government or
person undertakinyg any action which 1s,
if carried out by the United States
Government, a United States official
or employee, expressly prohibited by a
provision of United States law?

CRITERIA APPLICABLE TO DEVELOPMENT ASSISTANCE ONLY
1. A§r1cultural Exports (Bumpers
Amendment Appropriations Act
Sec. S21(bJ, as inter retga by con-
ference report for original enactment ):
Tt assistance 1s for agricultural develop- N/A

ment activities (specifically, any
testing or breeding feasibility s tudy,
variety improvement or introduction,
consultancy, publication, conference,

or training), are such activities:

(L) specifically and principally designed
Lo Increase agricultural exports by the
host country to a country other than the
nited States, where the export would
lead to direct competition in that third
country with exports of a similar commo-
dity grown or pioduced 1n the United
States, and can the activities reasonably
be expected to cause substantial 1njury
to U.S. exporters of a similar agricul-
tural commodity; or (2) 1n support of
research that 1s intended priumarily to
benef1t U.S. producers”

2. Tied Aid Credits (FY 1991
Appropriations Act, Title Il under
ﬁeaéln "Economic gu rt rund):  Will No
DA ?unﬁs be used for tied aid credits?

3. Appropriate Technology (FAA Sec.
107): Is"special emphasis placed on use No

ot appropriate technology (defined as
relatively smaller, cost-saving, labor-
using technologies that are generally



most appropriate for the small farms,
small business, and small incomes of
the poor)?

4. Indigenous Needs and Resources
(FAA Sec. ZEEIE!): Describe extent to
wihlch the activity recognizes the parti-
cular needs, desires and capacities of
the people of the country; utilizes the
country's 1intellectual resources to
encourage 1institutional development; and
supports civic education and training in
ski1lls required for effective partici-
pation in governmental processes
essential to self-government.

5. Economic Development (FAA Sec.
101(a)):™ Does the activity give
reasonable promise of contributing to
the development of economic resources,
or to the increase of productive capa-
cities and self-sustaining economic
growth?

6. Sgcial Develo%nt &n;&aﬂs (FAA
Secs. 10 aj): scribe
extent to which activity will: (a)
effectively 1nvolve the poor 1n develop-
ment by extending access to economy ir
local level, 1increasing labor-intensiyve
production and the use of appropriate
techrology, dispersing 1nvestment from
cities to small towns and rural areds ,
and 1nsuring wide participation of the
poor 1n the benefits of development on
a sustained basis, using appropriate
U.S. 1nstitutions; (b) encourage deino-
cratic private and local governmental
institutions; (c) support the self-help
efforts of developing countries; (d)
promote the participation of women 1n the
national economies of developing countries
and the improvement of women's status,
and (e) utilize and encourage regional
cooperation by developing countries.

7. Recipient Count Contribution
(FAA Sec;, IIS, 124Td]T: Will the reci-

pient-country provide at least 25 percent
of the costs of the program, project, or
activity with respect to which the assis-

CONFORMED COPY
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Thi~ project 1indirectly
unproves the lives of
the poor living 1in
Manawell System B by
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ruction development
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JiganiZations, support
selt-help efforts,
promote the partici-
pation of women nor
oo irage regilonal
cungveration,
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tance is to be furnished (or is the
latter cost-sharing requirement being
waived for a''relatively least developed"
country)?

1

8. Benefit to Poor Majority (FAA
Sec. 128 : the activity attempts
to increase the institutional capabi-
lities of private organizations or the
government of the country, or 1f it
attempts to stimulate scientific and
technological research, has it been
designed and will 1t be monitored to
ensure that the ultimate beneficiaries
are the poor majority?

9. Abortions (FAA Section 104(£):

FY 1991 Appropriations Act, Title I
under Hea£1ng ”FopuIation, DA, and

Sec. 535

a. Are any of the funds to be
used for the performance of abortions
as a method of family planning or to
molivate or coerce any person to
practice abortions?

h. Are any of the funds to be
used to pay for the performance of
Involuntary sterilization as a method
of family planning or to coerce or pro-
vide any financial Incentive to any
person to undergo sterilizations?

C. Are any of the funds to be
made available to any organization or
program which, as determined by the
President, supports or participates
In the management of a program of
coercive abortion or involuntary
sterilizaton?

d. Will funds be made avallable
only to voluntary Eamily planning projects
which offer, e1ther directly or through
referral to, or information about access
to, a broad range of amily planning
methods and services?

¢. In awarding grants for natural
Eam 1y planning, will any applicant be

N/A

No

No

No
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discriminated against because of such
applicant's religious or conscientious
commi tment to offer only natural family
planning?

£. Are any of the funds to be
used to pay for any biomedical research
which relates, in whole or in part, to
methods of, or the performance of, abor-
tions or involuntary sterilization as a
means of family planning?

8. Are any of the funds to be made

available to any organization if the
President certifies that the use of these
funds by such organization would violate
any of the above provisions related to
abortions and lnvoluntary stertlization?

10, Contract Awards (FAA Sec.
601(e)): “WIilT the project utilize
competitive selection procedures for
the awarding of contracts, except where
applicable procurement rules allow
otherwise?

11. Disadvantaged Enterprise (FY
1991 Appropriations Act Sec. 367):
What portion of the funds will be avail-
able only for activities of economtically
and socially disadvantaged enterprises,
historically black colleges and univer-
sities, colleges and universities having
a student body in which more than 40
percent of the students are Hispanic
Americans, and private and voluntary
organizations which are controlled by
individuals who are black Americans,
Hispanic Americans, or Vative Americans,
or who are economically or socialls
disadvantaged (including women)”

12, Biological Diversity (FAA Sec.
119(g)): “WIIT the assistance: (a)
support training and education eftorts
which improve the capacity of recipient
countries to prevent loss of biological
diversity; (b) be provided under a long-
term agreement in which the recipient
country agrees to protect ecosystems or
other wildlife habitats; (c) support

CONFORMED COPY
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efforts to identify and survey ecosystems

in recipient countries worthy of protec-

tion; or (d) by any direct or indirect

means significantly degrade national No
parks or similar protected areas or

introduce exotic plants or animals into

such areas?

13. Tropical Forests (FAA Sec.
118; FY 1991 k ropriations Act Jec.
SSSic)-Ie) and !g)i:
a. A.L.D., Regulation 16:
Does the assistance comply with Yes

the environmental procedures set
forth in A.I1.D. Regulation 167

b. Conservation: Does the N/A
assistance place a 1gh priority on
conservation and sustainable management
of tropical forests? Specifically, does
the assistance, to the fullest extent
feasible: (1) stress the umportance of
conserving and sustainably managing forest
resources; (2) support activities which
offer employment and income alternatives
to those who otherwise would cause
destruction and loss of forests, and help
countries 1dentify and implement alter-
natives to colonizing forested areas;

(3) support training programs, educational
efforts, and the establishment or
strengthening of institutions to improve
Eorest management; (4) help end destruc-
tive slash-and-bum agriculture by
supporting stable and productive farming
practices; (5) help conserve forests which
have not yet been degraded by helping to
increase production on lands already
cleared or degraded; (6) conserve forested
watersheds and rehabilitate those which
have been deforested; (7) support
training, research, and other dctions
which lead to sustainable and more
environmentally sound practices for timber
harvesting, removal and processing; (8)
support research to expand knowledge of
tropical forests and ident1fy alternatives
which will prevent forest destruction,
loss, or degradation, (9) conserve bio-
logical diversity in forest areds by

T
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supporting efforts to identify,
establish, and maintain a representative
network of protected tropical forest eco-
systems on a worldwide basis, by making
the establishment of protected areas a
condition of support for activities
involving forest clearance or degradation,
and by helping to identify tropical forest
ecosystems and species 1n need of protec-
tion and establish and maintain appro-
priate protected areas; (10) seek to
Increase the awareness of U.S. govern-
ment agencies and other donors of the
immediate and long-term value of tropical
forests; (11) utilize the resources and
abilities of all relevant U.S. government
agencies; (1) be based upon careful
analysis of the alternatives available

to achieve the hest sustainable use of
land; and (13} take full account of the
environmental umpacts of the proposed
activities on niological diversity.

c. Forest Degradation: will
assistance hc used for. (1) cthe
procurement o1 use of logging equipment,
unless an environmental assessment
indicates that ali timber harvesting
operations involved will be conducted 1n
an environmentally sound mawner and that
the propcsed activity will produce
positive economic benefits and sustain-
able forest ‘management systems; (2)
actions which will significantly degrade
national parks or sunilar piotected areas
which contain tropical forests, or intro-
duce exotic plants or antmals into such
areas; (3) activities which would result
in the conversion of forest lands to the
rearing of livestock; (4) the construction,
upgrading, or maintenance of roads
(1ncluding temporarv haul :oads {or
logging or other extractive industries)
which pass through relatively undegraded
forest lands: (5) the colonization of
forest lands, or (n) the consLruction of
dams or other water control structures
which flood relatively undegraded forest
lands,, unless with respect to each such
activity an environmental assessment
indicates that the activity will contribute

N/A

CONFORMED COPY



'~ 20'-

significantly and directly to improving
the livelihood of the rural poor and will
be conducted 1n an environmentally sound
manner which supports sustainable
development?

d. Sustainable Forestry: If
assistance relates to tropical %orests,
will project assist countries in deve-
loping a systematic analysis of the
appropriate use of their total tropical
forest resources, with the goal of deve-
loping a national program for sustainable
forestry?

e. Environmental Impact
Statements: “Will funds be mgge avail-
able ln accordance with provisions of FAA
Section 117(c) and applicable A.I.D.
regulations requiring an environmental
Impact statement for activities

significantly affecting the environment?

l4.  Energy (FY 1991 Appropriations
Act Sec. 5331c;): [F assistance relates
to energy, will such assistance focus
on: (a) end-use energy efficiency,
least-cost energy planning, and renew-
able energy resources, and (b) the key
countries where assistance would have
the greatest lmpact on reducing emissions
from greenhouse gases?

5. Sub-Saharan Africa Assistance
(FY 1991 ropriations Act Sec.
adding a new Ffﬁ chapter 10 (FAA Sec.
a8)): It assistance will come From the
Sub-Saharan Africa DA account, 1s 1t: (a)
to be used to help the poor majority 1in
Sub-Saharan Africa through a process
of long-term develcpment and economic
growth that 1s equitable, participatory,
environmentally sustainable, and self-
reliant; (b) to be used to promote
sustained economic growth, encourage
private sector development, promote
individual Inttiatives, and help to
reduce the role of central governments
I areas more appropriate for the private
sector; (c) to be provided 1n a manner
that takes 1into account, during the
planning process the local-level perspec-

CONFORMED COPY

N/A

Yes

N/A

N/A

P
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18. Loans

a. Re t Capacity (FAA Sec.
122(b)): Informatgon ang conclusion on

capacity of the country to repay the loan
at a reasonable rate of interest,.

b. Long-range Plans (FAA Sec.
122(b)): Does the activity give
reasonable promise of assisting long-
range plans and programs designed to
develop economic resources and increase
productive capacities?

c. Interest Rate (FAA Sec.
122(b)): If development loan 1s repay-
able in dollars, 1s 1nterest rate at least
2 percent per annum during a grace period
which 1s not to exceed ten years, and at
least 3 percent per annum thereafter?

d. Exports to United States

(FAA Sec. 626!5;): T assistance is

or any productive enterprise which will
compete with U.S. enterprises, 1s there
an agreement by the recipient country to
prevent export to the U.S. of more than
20 percent of the enterprise's annual
production during the life of the loan
or has the requirement to enter into
such an agreement been waived by the
President because of a national security
interest?

19. Development Objectives (FAA
Secs. 1027a) If% 113, Z281(a))
Ex hich ' IT

a)j:

tent to whica activity will: (1) effec-
tively involve the poor 1in development,
by expanding access to economy at local
level, 1increasing labor-intensive
production and the use of appropriate
technology, spreading investment out from
cities to small towns and rural areas,
and 1nsuring wide participation of the
poor 1n the benefits of development on
a sustained basis, using the appropriate
U.S. institutions; (2) help develop
cooperatives, especially by technical
assistance, to assist rural and urban
poor to help themselves toward better
11fe, and otherwise encourage democratic

CONFORMED COPY

N/A

Yes

N/A

N/A

The project w11l permit
post-construction

development 1n the system B
of tne Mahawel1 1ncluding

crop liversification
commerctalization, and
microenterprise

development for the poor.
The project will not assist

cooperating nocr support

self help ettorts, promote
the participation »f women,

nor uttlize regional
cooperation,

Yo
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private and local governmental institu-
tions; (3) support the self-help efforts
of developing countries; (4) promote the
participation of women in the national
economies of developing countries
countries and the improvement of women's
status; and (5) utilize and encourage
regional cooperation by developing
countries?

20, riculture, Rural Develo nt
and Nutrition, an ricuitural Resear
cS. an :

a. Rural Poor and Small Farmers:
If assistance s elng made avallable
for agriculture, rural development or
nutrition, describe extent to which
activity 1s specifically designed to
Increase productivity and income of rural
poor; or 1f assistance 1s being made
avallable for agricultural research, has
account been taken of the needs of small
farmers, and eéxtensive use of field
testing to adapt basic research of local
conditions shall be made.

b. Nutrition: Describe extent
to which assTstance is used 1n
coordination with efforts rarried out
under FAA Section 104 (Population and
Health) to help improve nutrition of the
people of developing countries through
encouragement of :ncreased production of
crops with greater nutritional value;
linprovement ol planning, research, and
education with respect to nutrition,
Particularly with reference to improvement
and expanded use of indigenously produced
toodstuffs, and the undertaking of pilot
or demonstration programs explicitly
addressing the problem of malnutrition of
poor and vulnerable people.

¢. Food Securitz: Descrihe
extent to whic activity increases
national food security by improving
food policies and management and by
strengthening national food reserves,
with particular concem for the needs
of the poor, thtough measures encouraging

CONFORMED COPY

The project financing

for settling outstanding
construction claims on
the system B Irrigation
works will permit
continued development and
Investments 1in agri-
culture and agribusiness

N/A

N/A

3



- 24 -

domestic production, building national
food reserves, expanding available
storage facilities, reducing post
harvest food losses, and improving
food distribution.

21. Population and Health (FAA
Secs. 104(b) and (c)): If assistance is
being made available for population or
health activities, describe extent to
which activity emphasizes low-cost,
integrated delivery systems for health,
nutrition and famly planning for the
poorest people, with particular attention
to the needs of mothers and children,
using paramedicals and auxiliary medical
personnel, clinics and health posts,
commercial distribution systems, and
other modes of community outreach.

22. Education and Human Resources
Development (FAA Sec. 105): [f assis-
tance 1s being made available for educa-
tion, public administration, or human
resource development, describe (a) extent
to which activity strengthens nonformal
education, makes formal education more
relevant, especiaily for rural Families
and urban poor, and strengthers management
capability of institutions enabling the
poor to participate in development; and
(b) extent to which assistance provides
advanced education and training of
people of developing countries in such
disciplines as are required tfor planning
and 1mplementation of public and private
development activities.

23. Energy, Private Voluntary
Organizations, and Selected Development
Activities (FAA Sec. 106): If assis-
tance is being made available for energv,
private voluntary organizations, and
selected development problems, descrihe
extent to which activity )s:

a. concerned with data collec-
tion and analysis, the training of skilled
personnel, research on and development
of suitable energy sources, and pilot
projects to test new methods of energy

CONFORNED COPY

N/A

N/A

N/A

N/7A
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production; and facilitative of research

on and development and use of small-scale,

decentralized, renewable energy sources
for rural areas, emphasizing development
of energy resources which are environ-
mentally acceptable and require minimum
capital investment;

b. concemed with technical
cooperation and development, especially
with U.S. private and voluntary, or
regional and international development,
organizations;

c. research 1nto, and evalua-
tion of, economic development processes
and techniques;

d. reconstruction after natural

or manmade disaster and programs of
disaster preparedness;

e. for special development
problems, and to enable proper utili-
cation of infrastructure and related
projects funded with earlier U.S.
assistance;

E. for urban development,
especially small, labor-intensive enter-
prises, marketing systems for small
producers, and financial or other insti-
tutions to help urban poor participate
In economic and social development.

N/A

N/A

N/A

N/A

N/A:

CRITERIA APPLICABLE TO ECONOMIC SUPPORT FUNDS ONLY

L. Economic and Political Stabilit
(FAA Sec, 53I(a)J: Will this assistance
promote economic and political stability?
To the maximum extent feasible, 1s this
asslstance consistent with the policy
directions, purposes, and programs of

Part [ of the FAA?

2. Military Purposes (FAA Sec.
531(e)):™ WIII this assistance be used

or military or paramilitary purposes?

CONFORMED COPY
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3. Collodigz Grants/Se?grate
Accounts C. : commo-
dities are to be granted so that sale

proceeds will accrue to the recipient
country, have Special Account (counter-
part) arrangements been made? (For FY
1991, this provision 1s superseded by
the separate account requirements of FY
1991 Appropriations Act Sec. 575(a),
see 575(a)(5).)

4. Generation and Use of Local
Currencies C. W1

unds made available for commodity
lmport programs or other program assis-
tance be used to generate local curren-
cles? If so, will at least 50 percent
of such local currencies be available
L0 support activities consistent with
the objectives of FAA sections 103
through 1067 (For FY 1991, this provi-
sion 1s superseded by the separate
account requirement of FY 1991 Appro-
priations Act Sec. 575(a), see Sec.
575(a)(5).)

5. Cash Transfer Requirements (FY
1991 Appropriations Act, Title [T, under
heading "Econamic Su re Funag" and
Sec. 5§5 (b)): IT assistance 1s tn the
torm ot a cash transfer:

a. Separate Account: Are all
such cash payments to be maintained by
the country 1n a separate account and
not to be commingled with any other funds”?

b. Local Currencies: Will all
local currencies that may be generated
with funds provided as a cash transfer
to such a country also be deposited 1n a
special account, and has A.I.D. entered
into an agreement with that government
setting forth the amount of the local
currencies to be generated, the terms asd
conditions under which they dare to be
used, and the responsibilities of A.1.D.
and that government to monitor and account
for deposits and disbursements?

CONFORMED COPY

iy
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¢. U.S. Government Use of Local
Currencies: “Will all su oca
currencies also be used in accordance
with FAA Section 609, which requires such
local currencies to be made available to
the U.S. Government as the U.S. determines
necessary for the requirements of the U.S.
Government, and which requires the
remainder to be used for programs agreed
to by the U.S. Government to carry out
the purposes for which new funds autho-
rized by the FAA would themselves be
available?

- d. Congressional Notice: Has
Congress received prior notification
providing 1n detail how the funds will
be used, including the U.S. interests
that will be served by the assistance,
and, as appropriate, the economic policy
reforms that will be promoted by the cash
transfer assistance?

CONFORMED Capy



5C(2) PROJECT CHECKLIST

CONFORMED cory

Listed below are statutory criteria applicable to projgcts. This Section is
divided 1nto two parts. Part A includes criteria applicable to all projgcts.
Part B applies to projects funded from specific sources only: B(1) applies to

all projects funded with Development Assistance; B(2)

applies to projects

funded with Development Assistance loans; and 8(3) applies to projects funded

foom ESF
-POSS REFERENCES: IS COUNTRY CHECKLIST UP-TO-DATE?

HAS STANDARD ITEM CHECKLIST
BEEN REVIEWED FOR THIS PROJECT?

GENERAL CRITERIA FOR PROJECT

FY 1990 Appropriations Act Sec. 523;

FAA Sec 634A  If money 1s be obligated
for an activity not previously justified
0 Congress, or for an amount in excess
uf amount previcusly Justified to
longress, has Congress been properly
notified?

. FAA Sec _6l11(a). Prior to an ebliga-
tion 1n excess of $500,000, w11l there
bC (3) engineering, financial or other
clans necessary to carry out the assis-
tance, and (b) a reasonably firm estimate
of the cost to the U.S. of the assistance?

FAA Sec 611(a)(2). If legislative
action 1s required within recipient
country with respect to an obligation

'n excess of $500,000, what 15 the basis

Yes.

Yes.

Notification to
Congress was made
In the FY 9]
Congressional
Presentation

(a) Yes

(b) Yes

Such information
1S provided in the
Project Paper.

No such action
1§ required.

for a reasonable expectation that such action

will be completed in time to permit
orderly accomplishment or the purpose of
Lthe assistance?

4 fAA Sec 611(b): FY 90 Appropriatjons
Act _Sec 50] If project 1s for
for water or water-related land resource
construction, have benefits and costs
been computed to the extent practicable
10 accordance with the pPrinciples,
standards, and procedures established
pursuant to the Water Resources Planning
Act (42 U.S.C 1962, et seq.)? (See A.1.D.
Handbook 3 for guidelines.)

N/A



FAR Sec, 61l(e). If project is
capital assistance (e.q., construc-
tion), and total U.S. assistance for
it will exceed $1 million, has Mission
Director certified and Regional
Assistant Administrator taken into
consideration the country’s capability
to maintain and ut1lize the project
effectively?

FAA 09. Is project susceptible

to execution as part of regional or
multilateral project? If so, why 1§
project not so executed? Information and
conclusion whether assistance will
encourage regional development programs.

FAA a Information and
conclusions whether project will encourage
efforts of the country to: (a) increase
the flow of international trade, (b)
foster private initiative and compett-
tion; (c) encourage development and use
of cooperatives, credit unions, and
savings and loan associations, (d)
discourage monopolistic practices,

(e) 'mprove technical efficiency of
Industry, agriculture and commerce; and
(f) strengthen free labor unions

CONFORMED copy

N/A

Project seeks to

marry Sri Lankan
technology needs with
areas in which the U.S.
has superior technological
capability; therefore, it
s appropriate for project
to be bilateral although
Project will take into
account other donor
activities in same area

(a) Proje.c s aimed at
enhancing capability of
local export-oriented
industries to ncorporate
technology, by doing so it
1s expected that Sri
Lankan exports will become
more competitive 1n world
trade, (b) Project
actiwvities will help
private Sri Lankan
compantes to obtain

better awareness of
importance of technology
and thereby become more
nnovative and
competitive, (c) No
significant impact,

(d) Project activities
will be available to

a wide group of 1ndustries
and companies within

such industries and
therefore should enhance
tnternal and external
competitive environment,
(e) Project activities
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FAA Sec. 601(b). Information and
conclusions on how project will encourage

U.S. private trade and investment abroad
and encourage private U.S. participation
1n foreign assistance programs (including
use of private trade channels and the
services of U S. private enterprise).

FAA Secs 612(b), 636(h)

Describe steps taken to assure that, to
the maximum extent possible, the
country 1s contributing local
currencies to meet the cost of con-
tractual and other services, and
foreign currencies owned by the U.S.
are utilized 1n lieu of dollars.

FAA Sec 612(d). Does the U.S. own
excess foreign currency of the country
and f so, whag arrangements have been
made for 1ts release?

FY 1990 Appropriations Act Sec. 5821.

If assistance 15 for the production of any
commodity for export, 1s the commodity
likely to be 1n surplus on world markets
at the time the resulting productive
Capacity becomes operative, and 1s such
assistance likely to cause substantial
Injury to U S. producers of the same,
simlar or competing commodity?

EY 1990 Appropriat: ns Act Sec. 547
Will the assistance (except for programs
in Caribbean Basin Inmtiative countries

CONFORMED COPY

are specifically aimed

at encouraging Sri Lankan
companies to adopt tech-
nology in their produc-
tive processes and thereby
improve their efficiency
and compe*itiveness; and
(f) no significant 1mpact

Project contemplates
focus on industrial
sectors in which
private U.S. firms
have technological
capability.

Recipients of grant
funds will share

1n costs of activities
being financed; recip-
ient contributions
will cover local
currency costs; the

US owns no excess

Sr1 Lankan rupees.

No

Although assistance 1s
generally aimed at -~
export industries,
surveys of industrial
sectors will determine
those sectors most
appropriate for support.
The grant approval
process will take into
account all U.S. statu-
tory requirements.

Since the assistance
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under U.S. Tariff Schedule "Section

807", which allows reduced tariffs on
articles assembled abroad from U.S.-

made components) be used directly to
procure feasibility studies, prefeasibility
studies, or project profiles of potential
Investment 1n, or to assist the establish-
ment of facilities specifically

designed for, the manufacture for

export to the United States or to

third country markets in direct
competition with U.S. exports, of
textiles, apparel, footwear, handbags,
flat goods (such as wallets or coin

purses worn on the person), work gloves

or leather wearing apparel?

FAA Sec 119(q)(4)-(6) & (}0). Will the
assistance (a) support training and
education efforts which 1mprove the
capacity of recipient countries to
prevent loss of biological diversity;
(b) be provided under a long-term
agreement :n which the recipient

Country agrees to protect ecosystems

or other wildlife habitats, (c) support
efforts to tdent1fy and survey
ecosystems 1n recipient countries worthy
of protection; or (d) by any direct or
indirect means sigmificantly degrade
national parks or simlar protected
areas or introduce exotic plants or
amimals 1nto such areas?

FAA 121(d). If a Sahel project, has a
determination been made that the host
government has an adequate system for
accounting for and controlling

receipt and expenditure of project
funds (e1ther dolvars or local
currency generated therefrom)?

FY 1990 Appropriations Act. Title I},

under headinq "Agency for nternatiopal
Development " [f assistance 1s to be made
to a United States PVO (other than a

 CONFORMED COPY

under this Project is
provided through an
intermediary and AID
has no approval rights
over specific grants,
a determination has
been made that this
provision does

not apply to assistance
under this Project.
However, the textile
and apparel industries
are not targeted for
assistance under the
Project. Periodic
project evaluations
will permit the
Mission to review

the level of our
assistance to the
textile and apparel
sectors

(a) No, although Project
activities will be requ:-
red to be environmentally
sound.

(b) No
(c) No
(d) No

N/A

N/A



(¢4

. FY 1990 Appropriations Act

cooperative development organization),
does it obtain at least 20 percent

of its total annual funding for
international activities from

sources other than the United States
Government?

c. 537.

[f assistance 1s being made available to

a PV0, has that organization provided upon
timely request any document, file, or
record necessary to the auditing require-
ments of A.1.D., and 1s the PVO registered
with A.1.D ?

Y 1990 Appropriations Act S c. 514

If funds are being obligated under an
appropriation account to which they were
not appropriated, has the President
consulted with and provided a written
Justification to the House and Senate
Appropriations Committees and has such
obligation been subject to regular
notification procedures?

State Authorization Sec 139 (as
interpreted by conference report). Has
confirmation of the date of signing of
the project agreement, including the
amount 1nvolved, been cabled to State
L/T and A.1 D LEG within 60 days of the
agreement’s entry into force with respect
to the United States, and has the full
text of the agreement been pouched to
those same offices? (See Handbook 3,
Appendix 6G for agreements covered by
this provision)

Trade Act Sec 5164 (as nterpreted by
conference repori), amending Metric
Conversion Act of 1975 Sec. 2 Does the
project use the metric system of
measurement 1n 1ts pracurements, grants,
and other business-related actwvities,
except to the extent that such use 1s
‘mpractical or 15 likely to cause
significant nefficiencies or loss of
markets to United States firms? Are
bulk purchases usually to be made 1n
metric and are components, sub-

CONFORMED COPY

N/A

N/A

The aggregate value of the
Project Agreement s less
than $25 million; there-
fore, this requirement

1s 1napplicable

To the extent practical,
metric measurements will
be used 1n all procure-
ments, grants and other
activities under the
Project

No bulk purchases

are contemplated. All
commodity procurements
will use metric measure-
ments, to extent practical

Jor



20.

21,

semi-fabricated materials to be
specified in metric units when
economically available and techn-
cally adequate? Will A.l.D.
specifications use metric units of
measure from the earliest programmatic
stages, and from the earliest documen-
tation of the assistance processes
(for example, project papers)
involving quantifiable measurements
lenqth, area, volume, capacity, mass
and weight), through the implementation
stage?

FY 0_Appropriations Act, Title under
heading "Women 1n Development " Will
assistance be designed so that the
percentage of women participants will be
demonstrably increased?

FY Appropriations Act Sec 592(a) If
assistance 1s furnished to a foreign
government under arrangements which result
In the generation of local currencies, has
A.1.D. (a) required that local currencies
be deposited 1n a separate account
established by the recipient govern-

ment, (b) entered into an agreement

with that government providing the

amount of local currencies to be
generated and the terms and condi-

tions under which the currencies so
deposited may be utilized, and (c)
established by agreement the responsi-
bilities of A.1.D. and that govern-

ment to momitor and account for

deposits into and disbursements from

the separate account?

Will such local currencies, or an
equivalent amount of local currencies,

CONFORMED COPY

and AID will also use
such measurements
throughout the Project.

No specific actions
are targeted at
Increasing percent-
age of women partici-
pants; however, data
will be generated
under the Project
concerning gender
characteristics of
industries assisted
so that this 1ssue
can be reviewed

and evaluated during
the course of the
Project.

No local currency
will be generated
under the Project.

d7



be used only to carry out the purposes
of the DA or ESF chapters of the FAA
(depending on which chapter is the
source of the assistance) or for the
administrative requirements of the
United States Government?

Has A.1.D. taken all appropriate
steps to ensure that the equivalent
of local currencies disbursed from
the separate account are used for the
agreed purposes?

If assistance 1s terminated to a
country, will any unencumbered
balances of funds remaining in a
separate account be disposed of for
purposes agreed' to by the recipient
government and the United States
Government?

8 FUNDING CRITERIA FOR PROJECT

I

Development Assistance Project
Criteria

FY 1990 Appropriations Act Sec 546.

(as 1nterpreted by conference report).

[f assistance 1s for agricultural
development activities (specifically,

any testing or breeding feasibility
study, variety improvement or introduction,
consultancy, publication, conference, or
training), are such activities,

(1) specifically and principally

designed to increase agricultural exports
by the host country to a country other
than the United States, where the export
would lead to direct competition 1n

that third country with exports of a
similar commodity grown or produced in the
United Staies, and can the activities
reasonably be expected to cause
substantial injury to U S exporters

of a syimlar agricultural commodity;

or (2) in support of research that s
intended primarily to benefit u.s.
producers?

CONFORMED COPY

Some assistance may

be provided for the
food processing
Industry for export,
such assistance 1s not
expected to cause
substantial 1njury to
US exporters of similar
processed agricultural
commodities. -



FAA . 107. Is special emphasis
on use of appropriate technology
(defined as relatively

smaller, cost-saving, labor-using
technologies that are generally most
appropriate for the small farms,
small business, and small incomes of
the poor)?

FAA . . Describe extent to
which the activity recognizes the
particular needs, desires and
capacities of the people of the
country; utilizes the country’s
intellectual resources to encourage
institutional development, and
supports civic education and
trarning 1n skills required for
effective participation in
governmental processes essential

to self government

FAA Sec 10l(a) Does the activity
give reasonable promise of contri-
buting to the development of
economic resources, or te the
increase of productive capacities
and self-sustaining economic
growth?

FAA Secs 102(b), 11, 113, 281(a),
Describe the extent to which
activity will- (1) effectively
1nvolve the poor 1n development

by extending access to economy

at local level, increasing labor-
intensive production and the use
of appropriate technology,
dispersing investment from Cities
to small towns and rural areas,

and 1nsuring wide participation

of the poor 1n the benefits of
technical assistance, to assist
rural and urban poor to help
themselves toward a better life,
and otherwise encourage democratic
private and local governmental
Institutions; (3) support the
self-help efforts of developing
countries; (4) promote the partici-

CONFORMED COPY

A purpose of the
Project 1s to help

Sri Lankan businesses
to identify and adopt
appropriate technology.

Project activities
contemplate utilization
of local firms for
technology assistance
and will seek to
stimulate the further
development of indige-
nous technological
skills and knowledge

Yes, by encouraging
local businesses,
primarily in export-
oriented industries

to adopt technologies
that enable them to be
more competitive and
productive

(1) Project activities are
aimed at assisting any
eligible Sri1 Lankan company
to adopt and utilize appro
priate technology; enhanced
efficrency and competitive
ness which 1s expected to
result therefrom should
Create increased employment
opportumities, (2) Project
activaties are not
addressed to this issue,
(3) Project will assist
companies n export-
oriented i1ndustries become
more competitive and wil}
stimulate development of
indigenous technical
consulting capability; (4)
no Project activities are

44



pation of women in the national
economies of developing countries
and the improvement of women’s
status; and (5) utilize and
éncourage regional cooperation by
developing countries

FAA Secs. 103, 103A, 104, 105, ]06,
120-21; FY 1990 Appro riations Act,
Title | under_ heading "Sub-Saharan
Africa, DA “ Does the project fit
the criteria for the source of funds
(functional aczount) being used?

fY 1990 Appropr:at:.r, Act, Title [],
under _headina ' Sub-Sqharan Africa, DA "

Have local currencie, generated by the
sale of mmports or foreign exchange by
the government of , counlry 1n
Sub-Saharan Afriza franm funds approp-
riated under Sub-Saharan Africa, DA
been deposited i1n a spec1al account
established by that government, and
are these local currencies available
only for use, 1n accordance with an
agreement with the United States,

for development activities which are
consistent with the policy directions
of Section 102 of the fAA and for
necessary administrative requirements
of the U S Government>

FAA Sec 110, 124(d)  Will the
recipient country provide at least
25 percent of the costs of the
program, project, or activaty with
respect to which the assistance s
to be furnished (or 15 the latter
cost-sharing requirement been waived
for a “relatively least developed"
country)?

FAA Sec. 128(b) If the actiwvity
attempts to increase the instity.-
tional capabilities of private

CONFORMED COPY

specifically targeted at
women; however, data will
be generated to assess
involvement of women 1n
Project activities; (5)
since Project is focused
on developing capabilities
of Sri Lankan industry and
developing 11nkages with
U.S. technology, Project
is not suitable for focus
on regional cooperation.

Project 1s funded from
ARON and SDA accounts and
Project activities will
fit these sources of
funds.

N/A

Yes; cost-sharing by
host-country grantees is
expected to exceed 25
percent.

Data will be generated
to determine participants
under the Project and impact

50
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organizations or the government of

the country, or if it attempts to
stimulate scientific and techno-
logical research, has it been designed
and will it be monitored to ensure
that the ultimate beneficiaries

are the poor majority?

FY Appropriations A under
heading "Population " and

535. Are any of the funds to be used
for the performance of abertions as a
method of family planning or to
motivate or coerce any person to
practice abortions?

Are any of the funds to be used to

pay for the performance of involuntary
sterilization as a method of famty
planning or to coerce or provide any
financial incentive to any person to
undergo sterilizations?

Are any of the funds to be made
available to any organization or
program which, as determined by the
President, supports or participates
In the management of a program of
coercive abortion or 1nvoluntary
sterilizaton?

Will funds be made available only to
voluntary family planning projects
which offer, either directly or
through referral to, information
about access to, a broad range of
famly planning methods and services?

In awarding grants for natural famly
planning, will any applicant be
discriminated against because of

such applicant’s religious or
conscientious commitment to

offer only natural family planning?

Are any of the funds to be used to

pay for any biomedical research which
relates, in whole or 1n part, to
methods of, or the performance of,
abortions or 1nvoluntary sterilization
as a means of family planning?

CONFORMED CoPY

of Project activities. Poor
majority is expected to
benefit by increase in
employment opportunities
generated by companies
participating 1n the
Project.

No
No
No

N/A

N/A

No

ol
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FAA Sec. 60](e). Will the project

ut1l1ze competitive selection
procedures for the awarding of
contracts, except where applicable
procurement rules allow otherwise?

FY 1990 Appropriations Act Sec. 579.
What portion of the funds w11l be
available only for activities of
economically and socially
disadvantaged enterprises,
historically black colleges and
untversities, colleges and
universities having a student body
1n which more than 20 percent of the
students are Hispanic Americans, and
private and voluntary organizations
which are controlled by individuals
WNo dré diack Americans, Hispanic
Americans, or Native Americans, or
whG ars zconomically or socially
dical.antzged (1ncluding women)?

FAA Se.  118(c) Does the assistance
comply with the environmental]
procedur2s set forth in A |.D.
Requlatton 167 Does the assistance
place 4 nigh priority on conservacion
and sustainable management of tropical
fereste? Specifically, does the
assistance, to the fullest extent
feasible (1) stress the importance
of conserving and sustainably managing
forest resources, (2) support
activities which offer employment

and 1income alternatives to those

who otherwise would cause destruction
and loss of forests, »nd help
courtries 1denti1fy and 1mplement
alternatives to colonizing forested
areas, (3) support training programs,
educational efforts, and the
establisnment or strengthening of
Institulions to 1mprove forest
management; (4) help end destructive
slash and-burn agriculture by
supporting stable and productive
farming practices, (5) help conserve
forests which have not yet been
degraded by helping to increase

CONFORMED cory

Yes

A specific portion of
Project funds has not

been set aside for acti-
vities of such entities.
The implementing entity
w111 be advised to utilize
such entities under the
Project wherever practical.

This project meets the
criteria for categorical
exclusion under Reg 16
because AID will not have
direct control over
detailed 1mplementation of
Project activities
However, the Project
criteria for assistance to
Industrial sectors will
ensure activities being
supported are environ-
mentally sound.

Sat
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production on lands already cleared
or degraded; (6) conserve forested
watersheds and rehabilitate those
which have been deforested; (7)
support training, research, and other
actions which lead to sustainable and
more environmentally sound practices
for timber harvesting, removal and
processing; (8) support research to
expand knowiedge of tropical forests
and 1dent1fy alternatives which will
prevent forest destruction, loss, or
degradation; (9) conserve biological
diversity n forest areas by
supporting efforts to identify,
establish, and maintain a represen-
tative network of protected tropical
forest ecosystems on a worldwide
basts, by making the establishment of
protected areas a condition of support
for actiwvities involving forest
clearance or degradation, and by
helping to 1dentify tropical forest
ecosystems and species 1n need of
protection and establish and maintain
appropriate protected areas; (10)
seek to increase the awareness of

U S government agencies and other
donors of the ymmediate and long-term
value of tropica! forests; and (11)
utilize the resources and abilities
of all relevant U.S government
agencies?

FAA Sec 1]8(c)(13) f the
assistance will suppeo‘t a program
or project significantly affecting
tropical forests (including projects
invoiving the planting of exotic
plant species), will the program or
project: (1) be based upon careful
analysis of the alternatives
available to achieve the best
sustainable use of the land; and
(2) take full account of the
environmental impacts of the
proposed activities on biological
diversity?

FAA Se 4). Will assistance
be used for: (1) the procurement or

N/A

(1) No °

CONFORMED Copy
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use of lcgging equipment, unless an
environmental assessment indicates
that all timber harvesting operations
1nvolved will be conducted in an
environmentally sound manner and that
the proposed activity will produce
positive economic benefits and
sustainable forest management
systems, or (2) actions which will
significantly degrade national parks
or similar protected areas which
contain tropical forests, or
irtroduce exotic plants or animals
1INty such areas?

FAA Sec 118(c)(l5). Will assistance
be used for: (1) activities which
would result 1n the conversion of
“orest lards to the rearing of
Yivestock. (2) the construction,
ubgrading or maintenance of roads
vincludirg temporary haul roads for
10gging or other extractive
tndustries) which pass throuyh
relatively undegraded furest lands;
(3) the colonization of forest lands;
or (4) the construction of dams or
other water control structures which
flood reiatively undegraded forest
tands, unless with respect to each
such activity an environnental
assessment indicates that the
actwvity w11l contribute
significantly and directly to
improving the Tivelihood of the
rural poor and will be conducted

1n an environmentally sound manner

which suppcrts sustainable development?

fy 1990 Appropriations Act

sec_ 534(a) If assistance relates to
tropical forests, will project assist
countries 1n developing a systematic
énalysis of the appropriate use of
their total tropical forest resources,
with the goal of developing a national
Erogram for sustainable forestry?

fY 1990 Appropriations Act Sec.
534(b) [f assistance relates to
energy, will such assistance focus

CONFORMED copy

(2) No

N/A

One of the technological
Improvements addressed
under the Project may be

Syt
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on improved energy efficiency,
Increased use of renewable energy
resources, and national energy
plans (such as least-cost energy
plans) which include investment in
end-use efficiency and renewable
energy resources?

Describe and give conclusions as to
how such assistance will: (1)
Increase the energy expertise of

A 1.0 staff, (2) help to develop
analyses of energy-sector plans that
employ end-use analysis actions to
minimize emissions of greenhouse
gases at least cost, (3) develop
energy-sector and other techniques

to identify cost-effective actions

to minimize relvance on fossil fuels,
(4) heip to analyze fully enviror-
mental impacts (including 1mpact on
global warming), (5) improve
efficiency 1n production, trans-
mission, distribution, and use of
energy, (6) assist in exploiting
nonconventional renewable energy
resources, including wind, solar,
small-hydro, geo-thermal, and
advanced biomass systems, (7) expand
efforts to meet the energy needs of
the rural poor, (8) encourage host
countries to sponsor meetings with
United States energy efficiency
experts to discuss the use of least-
cost planning techniques, (9) heip

to develop a cadre of United States
experts capable of providing technical
assistance to developing countries on
energy issues, and (10) strengthen
cooperation on enc.gy 15sues with the
Department of Energy, EPA, World Bank
and Development Assistance Committee
of the 0ECD

£Y 1990 Appropriation Act, Title ]
under heading_"Sub-Saharan Afrs a
DA." (as interpreted by Conference
report upon original enactment). |If
assistance will come from the
Sub-Saharan Africa DA account, 1s it:

CONFORMED copy

energy efficiency in
production processes.

(1) No significant impact;
(2) No significant impact;
(3) Among the technology
1ssues to be addressed by
the Project for a particular
grantee may be increased
energy efficiency; (4)
activities being supported
under the Project will be
required to be environmen
tally sound, (5) Project
grants may support analysis
of energy utilization 1n
production and technology
to make such utilization
more cost-efficient, (6)
Project activities are not
specifically addressed to
energy 1ssues although
energy utilization may be
a technological 1ssue
addresseq under a particu-
lar grant, (7) no si1gni-
ficant 1mpact; (8) no
significant 1mpact, {9)
Project activities will
utilize U.S experts who
may have advice on energy
technology 1n the produz-
tion process, and (10} no
significant mpact

N/A

A5
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(1) to be used to help the poor
majority in Sub-Saharan Africa
through a process of long-term
development and economic growth

that 15 equitable, participatory,
environmentally sustainable, and
self-reliant; (2) being provided 1n
accordance with the policies
contained 1r section 102 of the FAA;
(3) being provided, when consistent
with the objectives of such
dssistance, through African, United
States and other PVOs that have
demonstrated effectiveness in the
promotion of local grassroots
activities on behalf of long-term
development in Sub-Saharan Africa,
(4) being used to help overcome
shorter term constraints to long-term
develooment, to promote reform of
sector 2l economic policres, to
sdpport the critical sector

and natural resoirces, health,
voluntary family planning services,
education, and income generating
oppertunities, to bring about
appropriate sectoral restructuring
of the Sub-Saharan African economies,
to support reform in public
administration and finances and to
establish a favorable ervironment
for 1ndividual enterprise and self-
sustaining development, and to take
Into account, in assisting policy
reforms, the need to protect
vulnerable groups, (S) being used to
tncrease agricultural production "
w2ys that protect and restore the
natural resource base, especially
food production, to mdintain and
improve basic transportation and
communication networks, to maintain
and restore the natural resource base
'N ways that increase agricultural
production, to improve health
conditions with special emphasys on
Teeting the health needs of motners
and children, including the
establishment of self-sustaining
primary health care systems that give
priority to preventive care, to

CONFORNED COPY
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will compete with U.S. enterprises,
1s there an agreement by

the recipient country to prevent
export to the U.S. of more than 20%
of the enterprise’s annual production
during the life of the loan or has
the requirement to enter i1nto such

an agreement been waived by the
President because of a national
security interest?

FAA Sec  122(b). Does the activity
give reasonable promise of assisting
long-range plaas and programs designed
to develop economic resources and
increase productive capac'ties?

Economic Support Fund Project Criter:a

FAA Sec 531(a) Will thrs assis
tance promote economic and political
stability? To the maximum extent
feasible, 15 this assistance
consistent with the policy direc-
tions, purposes, and programs of
Part [ of the rAA?

FAA Sec S3l(e) Will this assistance
be used for miitary or paramilitary
purposes?

FAA Sec. 609 If commodities are to
be granted so that sale proceeds will
accrue to the recipient country, have
Special Account (counterpart) arrange-
ments been made?

A ‘ t
CONFORMED COPY
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" N/A

N/A
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SC(3) - STANDARD ITEM CHECKLIST

Listed below are the statutory items which normall
In those provisions of an assistance agreement dea

implementation,

of funds.

These 1tems are arranged under the

Construction, and (C) Other Restrictions.

A PROCUREMENT

!

(29

FAA Sec. 602(a). Are there arrangements
to permit U.S. small business to

participate equitably in the furnishing
of commodities and services financed?

FAA Sec 604(a) Will all procurement be
from the U.S except as otherwise
determined by the President or determined
under delegation from him?

FAA Sec  604(d). I[f the cooperating
country discriminates agawnst marine
insurance companies authorized to do
business 1n the U S , will commodities
be insured 1n the Umited States
against marine risk with such a
company? '

FAA Sec  604(e) If non-U S procurement
of agricultural commodity or product
thereof 15 to be financed, 15 there
provision against such procurement when
the domestic price of such commodity 1s
less than parity? (Exception where
commodity financed could not reasonably
be procured 1n U § )

FAA Sec 604{q). Wil construction or
éngineering services be procured from
firms of advanced developing countries
which are otherwise elig.ble under

Code 941 and which have attained a
competitive capability 1n international
markets 1n one of these areas? (Exception
for those countries which receive direct
economic assistance under the FAA and
permit United States firms to compete
for construction or engineering services
financed from assistance programs of
these countries.)

CONFORNED copy

y will be covered routinely
ling with its
or covered in the agreement by imposing limits on certain uses

general headings of (A) Procurement, (B)

Procurements will be
advertised in the U.S.
in accordance with
AID policy.

Yes

N/A

N/A

It 1s expected that only
U.S. and some local
technical assistance
will be financed

by AID

59t



10.

FAA Sec. 603. Is the shipping excluded
from compliance with the requirement 1n
section 901(b) of the Merchant Marine Act
of 1936, as amended, that at least 50
percent of the gross tonnage of
commodities (computed separately for dry
bulk carriers, dry cargo liners, and
tankers) financed shall be transported on
privately owned U.S. flag commercial
vessels to the extent such vessels are
available at fair and reasonable rates?

FAA Sec. 621(a). If technical assistance

is financed, w11l such assistance be
furnished by private enterprise on a
contract basis to the fullest extent
practicable? Will the facilities and
resources of other Federal agencies be
util1zed, when they are particuiarly
suitable, not competitive with private
enterprise, and made available w~ithout
undue nterference with domestic progra~s?

International Air Transportation Fair
Competitive Practices Act. 1974 If av-
transportation of persons or property s
financed on grant basis, will U § carriers
be used to the extent such service 1s
avarlable?

FY 1990 Appropriations Act Sec 504

[f the U.S. Government 15 a party to a
contract for procurement, does the
contract contain a provision authorizing
termnation of such contract for the
convenience of the United States?

FY 1990 Appropriations Act Sec. 524

If assistance 15 for consulting service

through procurement contract pursuant to
5 U.S.C. 3109, are contract expenditures

a matter of public record and available for

public inspection (unless otherwise
provided by law or Executive order)?

CONFORMED COPY

No

Yeé; Yes

Such requirement

wi1ll be 1included
whenever AID
financing is provided
for such costs.

Such a clause
will be included
in all AID direct
contracts.

No consulting
services contracts
are anticipated.



1.

Trade Act 5164 n ted
by conference repor amending Metri
Conversion Act of 1975 Sec. 2. Does the

project use the metric system of
measurement in its procurements, grants,
and other business-related activities,
except to the extent that such use 1
impractical or 1s likely to cause
s1gmficant nefficiencies or loss of
markets to Umited States firms? Are butk
purchases usually to be made 1n metric,
and are components, subassemblies, and
semi-fabricated materials to be speci1fied
1n metric umits when economically available
and technmically adequate?

12. FAA Secs 612(b). 636(h), FY 1990
Approprrations Act Secs 507, 509
Describe steps taken to assure that, to the
maximum extent possibie. foreign currencies
owned by the U S are ut'lized in lieu of
dollars to meet the cost of contractual
and other services

13 FAA Sec 612(d) Does the Y S. own excess
foreign currency of the country, and, 1f
$0, what arrangements have been made for
1ts release?

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

CONSTRUCTION

1

~a

FAA Sec. 601(d). If capital (e_gq.,
construction) project, will U §.
engineering and professional services
be used?

FAA Sec 61l(c) If contracts for
construction are to be financed, will
they be let on a competitive basis to
maximum extent practicable?

CONFORMED CopY

To the maximum
extent feasible,
metric measurements
will be used in the
project.

There is no U.S.-
owned local
currency available
for this project

No

Yes

AID will not
finance construc-
tion under this
project.

N/A

b



FAA Sec. 620(k). If for construction of

productive enterprise, will aggregate
value of assistance to be furnished by the
U.S. not exceed $100 mi1lion (except for
productive enterprises in Egypt that

were described 1n the CP), or does
assistance have the express approval of
Congress?

QTHER RESTRICTIONS

FAA Sec. 122(b) [f development )oan
repayable in dollars, 1s interest rate at
feast 2 percent per annum during a grace
Feriod which 1s not to exceed ten years,
and at least 3 percent per annum
thereafter?

(AA Sec 3Ci(d) 1f fund 1s established
c2lely by U S contributions and
ddTimistered by an .nternational
ordanization, does Comptroller General
have audit rights?

FA: Sec 620(h) Uo arrangements exist
19 1rsure that Un'tecd States foreign aid
'5 nCl used 1n 3 manner which, contrary
Lc the best interests of the United
States, promotes cr assists the foreign
31d projects or act'vities ¢f the
Communist-bloc countries?

Will arrangements preclude use of
financing

3 FAA Sec  104(f), Fv 1990 Appr riations
Act under heading “"Population, DA." and
Secs 525, 535 (1) To pay for
performance of dbortions as a method of
family planning or to motivate or coerce
persons to practice abortions; (2) to
pay for performance of involuntary
sterilization as a method of fam ly
planning, or to coerce or provide
financial incentive to any person to
undergo sterilizati:n, (3) to pay for

CONFORMED Copy

N/A

N/A

N/A

AID’s commingling
requirements will be
observed. No project
of a Communist-bloc
country 1s involved
with the AID project.

The Project -
Grant Agreement

will provide that
grant funds

© may only be

used for permis-
sable project
activities;
however,

bl



any biomedical research which
relates, in whole or part, to
methods or the performance of
abortions or involuntary steri-
lizations as a means of family
planning; or (4) to lobby for
abortion?

fAA Sec 483. To make reimburse-

ments, in the form of cash
payments, to persons whose illicit
drug crops are eradicated?

FAA_Sec 620{q). To compensate

owners for expropriated or
nationalized property, except to
compensate foreign nationals in
accordance with a land reform
program certified by the President?

EAA Sec 660 To provide training,

advice, or any financial support
for police, prisons, or other law
enforcement forces, except for
narcotics programs?

FAA_Sec 662. for CIA activities?
FAA Sec. 636(1). For purchase,
sale, long-term lease, exchange or
guaranty of the sale of motor
vehicles manufactured outside U.S ,
unless a waiver 1s obtained?

FY 1990 Appropriations Act Sec

903. To pay pensions, annuittes,
retirement pay, or adjusted service
compensation for prior or current
military personnel?

FY_1990 Appropriations A
Sec _505 To pay U.N. assessments,
arrearages or dues?

FY Appropriations Act Sec.
206. To carry out provisions of
FAA section 209(d) (transfer of
FAA funds to multilateral
organmizations for lending)?

CONFORMED COPY

specific prohibitions
addressing the
listed exclusions
will not be

included in the Grant
Agreement.





















