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Definition of a Project 

This Handbook is applicable to all projects for which AID has 
responsibility through funding of guarantees. The system for analyzing, 
authorizing, and implementing all AID activities is described in either 
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this Handbook 3- Project Assistance, or Handbook 4 - Nonproject 
Assistance. A development project is defined as the total, discrete 

EFFECTIVE DATE PAGE NO. 
September 30, 1982 i 

endeavorto create through the provision of personnel, equipment and/or 
capital funds a finite result directly related to a discrete development 
problem.* Modes, or means of delivery of project assistance in AID, 
include all loans and grants for technical assistance projects, all loans 
and grants for capital projects, PL-480 Title 11, Housing Investment and 
other AID Guaranties, research grants, institutional development grants, 
grants or loans to intermediaries (such as voluntary agencies) to conduct 

- projects, self-help, projectized sectoral assistance, some level-of-effort 
contracts and similar vehicles of assistance. Handbook 4 - Nonproject 

uA~sistan~e, includes budget support, PL-480 Title I, block grants not 
tied to specific targets, foreign disaster relief and other emergency 
assistance. In distinguishing between project assistance and nonproject 
assistance the following comparison should be useful: 

PROJECT ASSISTANCE NONPROJECT ASSISTANCE 

OBJECTIVE To increase the well being 
of a specified, identifiable 
portion of the population 
through the creation or 
transfer of knowledge, 
creation or modification of 
facilities or institutions 
or modification of policies 
and proqams. 

To increase the supply of 
resources. The volume of 
assistance is dependent 
upon the adequacy of 
supply and economic 
variables rather than 
impact upon specified 
beneficiaries. 

*To the extent possible, the project documentation system described in 
this Handbook also should be applied to projects financed from funds 
appropriated from Economic Supporting Assistance, and/or other funding 
categories. It is recognized that, due to a number of factors, full 
compliance with the system, both with respect to timing and content of 
the documentation for such projects, will not always be possible. 



MEASURABLE Generally a long range Generally short-term relief 
RESULT change in the condition from macroconstraints and 

of the target population changes in the general economy 
takes place. takes place. 

PAGE NO. 

i i 

ANALYSIS Depends upon demonstrated Depends upon linkage between 
linkage between the project the resource supply and the 
inputs and the target group; inputs; essentially by macro- 
essentially by micro- analysis. 
economic analysis. 

Aim of the Handbook 

3 
EFFECTIVE DATE 

September 30, 1982 

A. This handbook sets forth the substantive and procedural role of AID 
in relation to projects supported by AID from project creation through 
the completion of AID'S role with the project. While other handbooks 
present particular details on the AID planning, budgeting and 
implementation processes, this handbook will describe the total AID 
project process and will be the only place in the handbook series: 

1) giving an overview of the AID project process, 
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2) presenting information on the requirements for analysis, 
authorization, implementation/monitoring and evaluation of projects 
supported by AID, 

AID HANDBOOK 3 

3) setting forth AID formats for standard project agreements and 
basic standard implementation documents. 

B. This handbook is a blend of both generalized policy statements and 
explicit word-by-word guidance. AID encourages creativity in the 
projects it undertakes, but it purposely wishes to preclude situations 
w h k h  arise from confused or inadequate guidance. Users are urged not to 
live by every comma of this handbook but to focus on the basic aims, 
substance and policies set forth in this handbook. 

C. Importantly, this handbook aims at specifying the "rules of the game" 
used by AID and is intended to be of use to AID employees, other 
governments and institutions and contractors employed under AID funding. 
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1A. General Framework and O r i s i n  o f  P r o j e c t  Ideas 

1. Country Strategy Framework 

Trans.bno,No, 

3: 66 

The i d e n t i f i c a t i o n  o f  development probl ems t o  be addressed w i th  
AID-financed assistance i s  usua l l y  undertaken i n  the course o f  c a r r y i n g  
o u t  sec tor  assessments and proposing s t r a t e g i e s  as p a r t  o f  the Country 
Developnent St ra tegy  Statement (CDSS). Problems o f  a regional  o r  
mul t i -count ry  nature w i l l  normal ly be o u t l i n e d  i n  e i t h e r  a country CDSS 
o r  cent ra l  bureau Program Strategy Statement (CPSS). Guidance re1 a t i n g  
t o  the  development o f  such s t r a t e g i e s  and the  general se lec t i on  o f  
b i l  a te ra l  and cent ra l  l y  funded p r o j e c t  a c t i v i t i e s  i s  inc luded i n  
Handbook 1 , P o l i c y  and Handbook 2, Program Planning and Budgeting. Th is  
chapter discusses more s p e c i f i c  p r o j e c t  to rmula t ion  concepts. 

The agreed upon CDSS o r  CPSS statements provide the  framework w i t h i n  
which a f i e l d  miss ion o r  bureau t y p i c a l  l y  w i l l  respond t o  the 
development problems and cons t ra in ts  o f  a p a r t i c u l a r  country o r  region. 
However, p r i o r i t y  developnent problems and oppor tun i t i es  f o r  AID 
assistance may a r i s e  which are  no t  i d e n t i f i e d  i n  the c u r r e n t  s t ra tegy  
statement. P ro jec ts  which respond t o  such needs may be i d e n t i f i e d  and 
proposed f o r  funding; however, such proposal s should be accompanied by 
the func t i ona l  equi val e n t  o f  a supplementary CDSS o r  CPSS j u s t i f i c a t i o n .  

Effect iveDate 
Sept. 30, 1982 

2. I d e n t i f y i n g  and De f in ing  the Problem 
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I d e n t i f y i n g  the  problem t o  be addressed i s  the f i r s t  step o f  the 
p r o j e c t  i d e n t i f i c a t i o n  process. Because development problems are  o f t e n  
s t r u c t u r a l  i n  nature, designers must be sure t h a t  they are addressing 
under ly ing  problems r a t h e r  than t h e i r  symptoms. The d e f i n i t i o n  o f  a 
developnent problem i s  a po i  n t - in - t ime desc r ip t i on  o f  a s i t u a t i o n  t h a t  
may not  be s t a t i c .  I n  order t o  ensure t h a t  the d e f i n i t i o n  o f  a 
developnent problem i s  adequate and appropriate, i t should be 
reevaluated and r e f i n e d  as a l t e r n a t i v e  courses o f  ac t i on  are  considered. 



3. Or ia in  o f  S ~ e c i f i c  P r o j e c t  Ideas 

Page No. 

1 -2 

P r o j e c t  ideas can come from most ary source, e.g., r e c i p i e n t  
country government o f f i c i a l s ,  p r i v a t e  c i t i z e n s ,  commercial f i rms,  
educational and professional  i n s t i t u t i o n s ,  donor organ iza t ion  o f f i c i a l s ,  
p r i  vate and voluntary organizat ions. Such ideas should be examined and 
r e f i n e d  i n  j o i n t  discussions among AID, r e c i p i e n t  country o f f i c i a l  s 
and/or p r i v a t e  c i t i z e n s  i n  a cyc le  o f  problem i d e n t i f i c a t i o n ,  assessment 
o f  a1 t e r n a t i  ve sol u t i  ons , and i d e n t i f  i c a t i  on o f  the most assessment o f  
a1 t e r n a t i  ve so lu t ions ,  and i d e n t i f i c a t i o n  o f  the most p rac t i cab le  
po ten t ia l  sol u t i  on. Such c o l l  abora t i  ve e f f o r t s  shoul d, wherever 
possi b l  e, i n c l  ude intended bene f i c ia r i es  and those p a r t i e s  whose 
p a r t i c i p a t i o n  w i l l  be needed t o  insure  p r o j e c t  success. 

1 B. Considerat ion o f  A1 t e r n a t i  ve Solut ions and Presentat ion o f  P r o j e c t  Ideas 

Effective Date 
Sept. 30, 1982 

1 . The Development o f  A1 t e r n a t i  ves 

The considerat ion o f  a l t e r n a t i v e  so lu t i ons  t o  a problem should be 
expl  i c i  t. Various a1 te rna t i ves  should be assessed i n  terms o f  how we1 1 
they might  reso lve  the problem, the broader consequences and s ide  
e f f e c t s  they may have and the technologies and i n s t i t u t i o n s  requ i red  by 
each du r ing  imp1 ementation and f u t u r e  operat ion. A1 t e r n a t i  ves which 

d 
make optimum p rac t i cab le  use o f  r e c i p i e n t  country capabi 1 i ti es and 
resources and provide f o r  indigenous i n s t i t u t i o n a l  development dur ing  
design, implementation and operat ions a r e  preferred.  

Trans. Memo. No. 
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AID'S O f f i c e  o f  Development In format ion  and U t i l i z a t i o n  (S&T/DIU) 
i s  a major source o f  development, exper ien t i a l  and technical  
in format ion.  As such, i t  i s  a resource which can be usefu l  i n  a l l  
stages o f  a p r o j e c t ' s  l i f e t i m e ,  espec ia l l y  i n  the i d e n t i f i c a t i o n  and 
design stages. D I U  can provide technical  , p r o j e c t  design, and p r o j e c t  
eva luat ion  repor ts  on p r o j e c t s  which have addressed s p e c i f i c  problem 
areas. It i s  a1 so a source o f  "lessons learned" from p r i o r  o r  ongoing 

3 
development undertakings t h a t  can be o f  value even a t  the i n i t i a l  " idea" 
stage. A form t o  request  S&T/DIU research support i s  provided i n  
Appendix 2B o f  Chapter 2. Regional Bureaus and technical  o f f i c e s  
readdi ti onal sources o f  i n fo rma t i  on. 
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Some c r i t e r i a  f o r  s e l e c t i n g  among probl em-solving a1 te rna t i ves  a re  
discussed i n  Appendix 1A. These c r i t e r i a  are no t  the exc lus ive  bases 
f o r  se lec t ion ,  however, and Missions o r  Bureaus may wish t o  devise 
a d d i t i o n a l  c r i t e r i a  based on the Foreign Assistance Act, AID p o l i c y ,  and 
t h e i r  own CDSS o r  CPSS. Throughout the p r o j e c t  development process, 
choices between so lu t i ons  t o  the problem o r  methods may change as new 
in format ion  comes t o  l i g h t ;  therefore, the process should be a 
cont inui r lg  and c o l l  abora t i  ve one 'i nvol v iqg  AID, r e c i p i e n t  country 
o f f i c i a l  s and the p r o j e c t  par t ic ipants /benef ic iar ies .  Use o f  the 
Logical  Framework w i l l  he1 p designers dur ing  these stages. 

4. Submission o f  P r o j e c t  Ideas 
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P r o j e c t  ideas are presented f o r  approval i n  the form o f  a P r o j e c t  
I d e n t i f i c a t i o n  Document (PID). (See Chapter 2 .) F i e l d  subrnissi on o f  
PIDs t o  AID/W i s  encouraged throughout the y e a r  t o  permi t  o r d e r l y  
p r o j e c t  development based on the needs o f  the p r o j e c t  and t o  avoid 
having inadequately prepared p r o j e c t s  submitted t o  meet budget o r  
programming dead1 ines. Pro jec ts  are  i n  compet i t ion w i t h  each o t h e r  and, 
even when g i  ven p re l  iminary approval , may be subsequently disapproved 
due t o  del ays, techn ica l  de f ic ienc ies ,  AID budget cons t ra in ts  o r  funding 
s h o r t f a l l  s. Therefore, o r i g i n a t i n g  o f f i c e s  are  encouraged t o  i d e n t i f y  
and submit p r o j e c t  ideas somewhat i n  excess o f  expected country program 
fund ing l e v e l  s . 
5. The Logical Framework Approach 

Effective Date 
Sew. 30, 1982 

To a s s i s t  i n  d e f i n i n g  the best  s o l u t i o n  t o  a development problem 
and t o  enable AID personnel and o thers  t o  rev iew the elements o f  the 
proposed s o l u t i o n  and assumptions r e l a t e d  t o  it, the Agency uses the  
Logical  Framework Mat r ix ,  a methodology f o r  a r t i c u l a t i n g  p r o j e c t  
elements. (See Appendix 2F. ) A1 though background informat ion a v a i l  able 
a t  the PID stage and d e f i n i t i o n  o f  p r o j e c t  components are seldom 
adequate f o r  a f u l l y  developed Logical  Framework, the AID P r o j e c t  
Committee should have t h i s  a n a l y t i c a l  t oo l  i n  mind as i nves t iga t i ons  and 
cons idera t ion  o f  a l t e r n a t i v e s  proceed. A t  the P I D  stage, the Goal 
( o v e r a l l  sec tor  o r  program developnent o b j e c t i v e )  should be s u c c i n c t l y  
s tated,  and p r o j e c t  Purpose ( s o l u t i o n  t o  a problem o r  re1 ated group o f  
problems) should be i d e n t i f i e d .  The Outputs (means o f  achiev ing the 
Purpose) may s t i l l  be t e n t a t i v e  a t  the P I D  stage, sub jec t  t o  change o r  
v e r i f i c a t i o n  when add i t i ona l  i n fo rma t i  on i s  ava i l  abl e, and a1 t e r n a t i  ve 
Outputs may s t i l l  be under considerat ion.  The l i k e l y  Inputs and 
imple~nentat ion s t ra tegy  should appear i n  out1 ine  a t  t h i s  stage. 
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A t  the P r o j e c t  Paper (PP) stage, a l l  f o u r  t a r g e t  l e v e l s  i n  the Logical  
Framework [ i .e., Goal, Purpose(s), Output(s) ,  and I n p u t ( s ) ]  should be 
f u l l y  defined. There should be confidence t h a t  the p ro jec t ,  a t  the 
t ime presented, i s  the best a l t e r n a t i v e  v is -a-v is  the o ther  p lanning 
a1 t e r n a t i  ves. When the  PP i s  prepared, a1 1 pre-approved data c o l l  e c t i o n  
and ana lys is  should be completed. F i n a l l y ,  the a l t e r n a t i v e s  as t o  
imp1 ementation, d e t a i l  s o f  Inputs  and Outputs, technical  fea tures  o f  the 
pro jec t ,  methods o f  procurement and f i nanc ing  and mon i to r i ng  systems 
should be selected, and an eva luat ion  p lan  out l ined.  3 

1C. Proqramniins and Desiqn Considerat ions 
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A v a r i e t y  o f  fac tors ,  i n c l  uding the considerat ions contained i n  
Handbook 2 and i n  supplementary programming guidance, in f luence the 
choice o f  p ro jec ts  and o f  f i nanc ing  and implementation approaches. The 
p r i o r  accorded such f a c t o r s  w i l l  change over time, and new 
considerat ions w i l l  be added, as p o l i c y  and l e g a l  concerns -- such as 
those expressed i n  the Foreign Assistance A c t  -- evolve. A p a r t i a l  1 i s t  
o f  such programming and p r o j e c t  design considerat ions i s  provided 
below. Many o f  these a re  the sub jec t  o f  specia l  pol i c y  determinat ions 
(see Handbook 11 ) . 
1. Concentrat ion o f  AID Assistance 

Effective Date 

Sept. 30, 1982 

AID should concentrate i t s  assistance e f f o r t s  i n  areas o f  
development where AID has a comparative advantage i n  p rov id ing  such 
assistance. These e f f o r t s  should support r e c i p i e n t  country programs and 
needs. 
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2. Consol idat ion o f  Assistance A c t i v i t i e s  

AID programming, p r o j e c t  support and implementation mon i to r i ng  
r o l e s  and r e s p o n s i b i l i t i e s  must be compatible w i t h  p ro jec t i ons  f o r  
miss ion and/or AID/\ s t a f f i n g  resources. Missions should focus 
a c t i v i t i e s  on a few important  sectors so t h a t  AID assistance can be 
e f f e c t i  vely d e l i  vered and achieve maximum impact w i t h  a v a i l  able funds 
and s t a f f .  Wherever possible, p r o j e c t  a c t i v i t i e s  should be consol idated 
t o  minimize paperwork and admin i s t ra t i ve  burdens f o r  both AID and the 
Borrower/Grantee. Miss ion and regional  o r  c e n t r a l l y  funded a c t i v i t i e s  
should be coordinated t o  maximize development b e n e f i t s  and operat ional  
c o s t  savings. 



3. Donor Coordinat ion 
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Missions should be aware o f  the object ives,  l e v e l s  and scope o f  
o the r  donor a c t i v i t i e s  i n  a country, be a l e r t  t o  oppor tun i t i es  f o r  j o i n t  
assistance e f f o r t s  and avoid d u p l i c a t i o n  o r  compet i t ion w i t h i n  o r  
between sectors. I n  same cases, the co- f inancing o f  development 
p ro jec ts  by AID and one o r  more other  donors may be desi rable,  and 
Miss i  ons shoul d explore such oppor tun i t ies .  Increased donor 
coord inat ion  may be p a r t i c u l a r l y  appropr iate i f ,  e.g., because o f  the 
r e l a t i v e l y  small s i ze  o f  AID'S assistance e f f o r t  o r  mission, i t  i s  
d i f f i c u l t  o r  impossible f o r  AID, by i t s e l f ,  t o  e f f e c t  des i red  p o l i c y  
changes o r  t o  admin is ter  a s p e c i f i c  type o f  p ro jec t .  The shar ing  o r  
exchange o f  design, superv is ion  and eval ua t i on  exper t i se  i s  h i  ghly 
encouraged. Complementarity and the i n t e g r a t i o n  o f  AID assistance and 
f i nanc ing  instruments w i t h  those o f  other  donors should be pursued 
wherever prac t icab le .  

4. Use o f  In termediar ies  
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Use o f  in termediary assistance vehicles, such as the  p r i v a t e  
sector,  P r i v a t e  Vol untary Organizations (PVOs ), the Peace Corps, 
un i  vers i  t i e s ,  cooperat ives and others may maximize development bene f i t s  
and operat ional  cost  savings, p a r t i c u l a r l y  i n  smal le r  o r  more widely 
dispersed p ro jec ts  . 
5. T i t l e  X I 1  

Effective Date 

Jan. 31, 1983 

P r o j e c t  designers should consider ways i n  which they can more 
e f f e c t i v e l y  ensure the p a r t i c i p a t i o n  of U.S. a g r i c u l  t u r a l  u n i v e r s i t i e s  
i n  p r o j e c t s  which he1 p strengthen human s k i 1  1s and know1 edge and 
i n s t i t u t i o n a l  capabi l  i t i e s  f o r  the  purpose o f  sol v ing developing 
coun t r i es '  food and n u t r i t i o n  problems. T i t l e  X I 1  a c t i v i t i e s  a r e  those 
which: ( 1 )  develop an LDC capaci ty  fo r  research, t r a i n i n g  and/or 
extension; ( 2 )  t r a i n  pa r t i c ipan ts ;  ( 3 )  conduct research; (4 )  bui l d  o r  
strengthen r e l a t e d  i n s t i t u t i o n a l  i n f r a s t r u c t u r e  and/or; (5 )  provide 
u n i v e r s i t y  advisors i n  ag r i cu l tu re ,  aquaculture, n u t r i t i o n ,  a g r i f o r e s t r y  
and o the r  c l o s e l y  r e l a t e d  f i e l d s .  Since i t i s  intended t h a t  T i t l e  X I 1  
a c t i v i t i e s  be c a r r i e d  out, i f  possible, by T i t l e  X I 1  i n s t i t u t i o n s  
(normally a g r i c u l t u r a l  u n i v e r s i t i e s ) ,  i t  i s  essent ia l  t h a t  missions 
i d e n t i f y  such a c t i v i t i e s  a t  a very e a r l y  stage i n  p r o j e c t  development. 
P r o j e c t  descr ip t ions  should conta in  the no ta t i on  " X I I "  and the P r o j e c t  
I d e n t i f i c a t i o n  Document (PID) should i n c l  ude a we1 1 -though t - o u t  
statement o f  p r o j e c t  needs. 
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For  more compl e te  in format ion  on the appl i c a t i o n  and imp1 ementation o f  
the T i t l e  X I 1  mandate, see Handbook 1, P o l i c y  Determinat ion 4, P o l i c y  
D i r e c t i v e  on T i t l e  X I I .  

6. I n t e q r a t i o n  o f  P. L. 480 andHGAssistance 
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be i 
f ocu 

P. L. 
ntegra 
ses on 

Effective Date 
Jan. 31, 1983 

480 Food Assistance and Housing Guaranty (HG) programs should 
ted  i n t o  the country assistance e f f o r t .  P. L. 480 assistance 
cons t ra in ts  and oppor tun i t ies  i n  a count ry 's  food product ion 

program, i n c l u d i n g  food chain and p o l i c y  issues but, t o  the e x t e n t  
possi b l  e, it must be compati b l  e and coordinated w i th  o ther  AID-supported 
programs and pro jec ts .  HG a c t i v i t i e s  should l i kew ise  be compatible and 
coordinated w i th  o ther  AID-f inanced undertakings. 
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7. P o ~ u l  a t i  on Growth A D D ~ O ~ C ~ ~ S  

Missions a re  encouraged t o  explore a v a r i e t y  o f  ways t o  pursue 
reduct ions i n  popu la t ion  growth through, e.g., d i r e c t  support t o  
r e c i p i e n t  country programs, assistance t o  p r i v a t e  o r  voluntary groups 
and adaptat ion o f  p r o j e c t  designs to he1 p support t h i s  ob jec t ive .  
Missions should explore oppor tun i t ies  t o  add t o  new o r  e x i s t i n g  p r o j e c t s  
i n  primary hea l th  care o r  o ther  f i e l d s  elements t h a t  w i l l  1qy the 
groundwork f o r  a more p o s i t i v e  fam i l y  p lann ing c l imate.  The focus 
should be on encouraging a r e c i p i e n t  country t o  g ive greater  
cons idera t ion  t o  populat ion growth issues, on the adequacy o f  the 
count ry 's  s t ra tegy  f o r  dea l ing  w i th  the subject ,  and on the e x t e n t  t o  
a i c h  AID-f inanced p r o j e c t s  ( i n  education, heal th,  r u r a l  development, 
e t c  . ) can be i ncent i  ves o r  ve h i c l  es t o  pursue popul a t i  on ac ti v i  ti es more 
v i  gorously . 
8. Envirorment and Energy 

Missions a re  encouraged t o  increase t h e i r  knowledge o f  the physical 
envirorment o f  the r e c i p i e n t  country and t o  explore oppor tun i t i es  f o r  
assistance i n  basic resource management, especial  l y  environmental and 
natura l  resource problems t h a t  have impact on a count ry 's  a b i l  i ty t o  
provide f o r  basic human needs and t o  meet development goals. A l l  
p r o j e c t  design should consider energy supply and u t i l i z a t i o n  as a f a c t o r  
i n  determining the f e a s i b i l i t y  o f  the p ro jec ts .  I n  general, AID 
assistance i n  the energy area should focus on prov id ing  equ i tab le  access 
t o  energy resources, on renewable and small -scale energy development, 
and on studies and t r a i n i n g  i n  broader energy concerns. (See Appendix 
30.) 



9. Women i n  Devel opment 
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* 
Gender cons ide ra t i ons  must be f a c t o r e d  i n t o  t h e  des ign o f  a l l  

coun t r y  s t r a t e g i e s  and, where appropr ia te ,  p r o j e c t s  and programs. I f  
such c o n s i d e r a t i o n  i s  deemed i napp rop r i a te ,  o r  i s  d i f f i c u l t  t o  achieve, 
Bureaus/Missions w i l l  ensure t h a t  t h e r e  i s  a  subs tan t i ve  a n a l y s i s  as t o  
t h e  obs tac les  p reven t i ng  comple t ion  o f  such e f f o r t s  and an exp lana t i on  
o f  how these  obs tac les  w i l l  be overcome. Recent l e g i s l a t i o n  and 
l e g i s l a t i v e  h i s t o r y  d i r e c t  AID t o  i n c o r p o r a t e  women as b e n e f i c i a r i e s  o f ,  
and as c o n t r i b u t o r s  t o ,  i t s  development a c t i v i t i e s  a t  t h e  l e v e l  
p r o p o r t i o n a t e  t o  t h e i r  p a r t i c i p a t i o n  i n  t h e  s e c t o r  o f  devel  opment 
a c t i v i t y  o r  t o  t h e i r  r e p r e s e n t a t i o n  i n  t h e  t o t a l  popu la t i on ,  whichever 
p r o p o r t i o n  be h i g h e r .  The , p a r t i c i p a t i o n  o f  women and t h e  1  i k e l y  impact 
o f  a  p r o j e c t  on them as a  group must be d iscussed a t  success ive stages 
o f  p r o j e c t  i d e n t i f i c a t i o n  and development. P r o j e c t  documentat ion must 
d iscuss  p o t e n t i a l  b e n e f i t s  and impediments t o  women's p a r t i c i p a t i o n .  
AID must des ign  s t r a t e g i e s  t h a t  overcome c o n s t r a i n t s  t o ,  and t ake  
advantage of o p p o r t u n i t i e s  f o r  women's p a r t i c i p a t i o n ,  and must e s t a b l i s h  
benchmarks t o  measure progress i n  in iplement ing these s t r a t e g i e s .  Groups 
of t h e  p o p u l a t i o n  which would be disadvantaged by a  p r o j e c t  must be 
i d e n t i f i e d  and remedial  a c t i o n  considered. * 
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10. F l e x i b i l i t y  o f  Desisn and Pro. iect  Impact 

P r o j e c t  des ign  and implementat ion personnel must have a  c l e a r  
understanding o f  p r o j e c t  r e s p o n s i b i l i t i e s ,  implementat ion approaches and 
in tended p r o j e c t  impact. Design f ea tu res  should, nonetheless, embody 
s u f f i c i e n t  f l e x i b i l  i t y  t o  enable p u r s u i t  o f  p r o j e c t  o b j e c t i v e s  and 
r e a l i z a t i o n  o f  impact even though t h e  p r o j e c t  and i t s  environment may 
change d u r i n g  t h e  implementat ion phase. I n  t h i s  respec t ,  t h e r e  a r e  no 
i nhe ren t  p o l i c y  impediments t o  a  p r o j e c t  which c o n t a i n s  s i g n i f i c a n t  
i n f r a s t r u c t u r e  components i f  i t  i s  w e l l  designed and p u r p o r t s  t o  have a  
p o s i t i v e  impact,  e i t h e r  d i r e c t l y  o r  i n d i r e c t l y ,  on p r imary  b e n e f i c i a r y  
group, e.g., t h e  r u r a l  p o r t ,  through p r imary  o r  secondary employment, 
inc reased  income gene ra t i on  o r  p r o v i s i o n  o f  se rv i ces .  

E f f e c t i v e  Date 

June 14, 1990 

11. General P r o j e c t  Ass is tance Requirements 
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General statements o f  AID p o l i c y  and AID P o l i c y  Dete rmina t ions  a re  
found i n  Handbook 1; more s p e c i f i c  p o l i c y  statements a re  found i n  o t h e r  
Handbooks. A  p a r t i a l  l i s t i n g  o f  o t h e r  AID requi rements which i n f l uence  
t he  p r o j e c t  development and implementat ion process a re  noted below: 

- - Length o f  P r o j e c t  Guide1 i nes (Appendix I B )  

j< Revi sed 



- - U t i  1 i t a t  i o n  o f  " Log i ca l  Framework" (Appendix 2F) 
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- - Rec ip i en t  Country C o n t r i b u t i o n  t o  t h e  A c t i v i t y  (Appendix 2G) 

- - Environmental  Procedures (Appendix 2D) 

- - Imp1 ementat ion and Procurement Responsi b i  1 i t y  o f  
Borrower/Grantee (Appendix 3H) 

AID HANDBOOK 3 

E f f e c t i v e  Date 

J u l y  20, 1989 

- - Pre- Implementat ion Ac t i ons  (Chapter 9 )  
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ID. Proqram Deve lo~men t  and S u ~ ~ o r t  Funds (PD&S) 

T h i s  s e c t i o n  p resc r i bes  genera l  procedures f o r  t h e  u t i l i z a t i o n  and 
management o f  PD&S funds. 

D e f i n i t i o n  

Prosram Deve lo~ment  and S u ~ ~ o r t  - PD&S r e f e r s  g e n e r a l l y  t o  t h e  
s e r i e s  o f  broad, n o n - s p e c i f i c  program-funded a c t i v i t i e s ,  t h e  purpose o f  
which i s  t o  fund a.ppropri a t e  devel  opment-re1 ated a c t i v i t i e s ,  be1 ow t h e  
l e v e l  o f  a formal  AID p r o j e c t  as de f i ned  i n  Handbook 3.  Genera l l y ,  
program development and suppor t  r e f e r s  t o  a c t i v i t i e s  whose purpose i s  
t h e  i d e n t i f i c a t i o n ,  design, suppor t ,  and e v a l u a t i o n  o f  programs, 
p r o j e c t s ,  o r  a c t i v i t i e s  ( i n c l u d i n g  p i l o t  a c t i v i t i e s )  where such 
a c t i v i t i e s  cannot be e a s i l y  o r  a p p r o p r i a t e l y  charged t o  an i n d i v i d u a l  
p r o j e c t  o r  a c t i v i t y .  B i l a t e r a l  o r  o t h e r  s p e c i a l i z e d  p r o j e c t s  t h a t  have 
been sepa ra te l y  au tho r i zed  as p a r t  o f  t h e  OYB/allotment process and 
n o t i f i e d  t o  Congress such as a t e c h n i c a l  f e a s i b i l i t y  s t u d i e s  p r o j e c t  a re  
n o t  PD&S. However, a c l u s t e r  o f  a c t i v i t i e s  under a l i m i t e d  scope g r a n t  
agreement may be PD&S. 

3.  Uses o f  PD&S Funds 

The f o l l o w i n g  types o f  a c t i v i t i e s  represen t  uses o f  PD&S funds 
which may be undertaken w i t h o u t  spec ia l  j u s t i f i c a t i o n  o r  approval ,  and 
an approved P r o j e c t  I d e n t i f i c a t i o n  Document (PID) i s  n o t  a p r e r e q u i s i t e  
f o r  fund ing :  

a. P r o j e c t  o r  program development, f e a s i b i l i t y  s t ud ies ,  
o p e r a t i o n a l  research,  and p i l o t  t e s t i n g  o f  hypotheses which may l e a d  t o  
a f i n a l  p r o j e c t  des ign o r  t o  t h e  e x p l o r a t i o n  o f  new program d i r e c t i o n s .  



b .  CDSS-re la ted s t u d i e s ,  s e c t o r  assessments, o r  o t h e r  s p e c i a l  
s t u d i e s  wh ich  enhance p o l i c y  d i a l o g u e  e f f o r t s  o r  l e a d  t o  a  b e t t e r  
u n d e r s t a n d i n g  o f  t e c h n i c a l  o r  i n s t i t u t i o n a l  c o n s t r a i n t s .  
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c .  Genera l  purpose a c t i v i t i e s  such as seminars ,  workshops, and 
s p e c i a l  economic, s e c t o r a l  o r  s t a t i s t i c a l  su rveys  and s t u d i e s  wh ich  
canno t  be a s s o c i a t e d  w i t h  a  s i n g l e ,  d i s c r e t e  p r o j e c t .  T h i s  c a t e g o r y  
i n c l u d e s  t h e  p u b l i c a t i o n  and o t h e r  d i s s e m i n a t i o n  o f  a p p r o p r i a t e  r e s e a r c h  
and t e c h n i c a l  s t u d i e s .  

d. Smal l  e x p l o r a t o r y  r e s e a r c h  a c t i v i t i e s  o r  s u p p o r t  t h e r e t o ,  
i n c l u d i n g  s t a t e - o f - t h e - a r t  s u r v e y s / s t u d i e s  r e q u i r e d  f o r  p r e l i m i n a r y  
program e x p l  o r a t  i ons . 
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On an e x c e p t i o n a l  b a s i s  and w i t h  j u s t i f i c a t i o n  t o  and a p p r o v a l  by  t h e  
m i s s i o n  d i r e c t o r  o r  t h e  e q u i v a l e n t  i n  AID/W, PD&S funds may be used f o r  
t h e  f o l l o w i n g :  

a. E v a l u a t i o n s  and f i n a n c i a l  management/audit  a c t i v i t i e s  n o t  
o t h e r w i s e  budgeted i n  s p e c i f i c  p r o j e c t ,  program o r  o t h e r  agreements. 
However, i t  s h o u l d . b e  s t r e s s e d  t h a t  a l l  p r o j e c t  d e s i g n  documents s h o u l d  
i n c l u d e  funds  f o r  e v a l u a t i o n  and, i f  deemed necessa ry ,  funds f o r  a u d i t  
o r  f i n a n c i  a1 management r e v i e w .  

E f f e c t i v e  D a t e  

Sen t .  27, 1989 

b. Reasonable p r e - p r o j e c t  i m p l e m e n t a t i o n  c o s t s  o r  b r i d g e  f u n d i n g  
between t e r m i n a t i n g  and f o l l o w - o n  p r o j e c t s .  
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c.  Program c o s t s  a s s o c i a t e d  w i t h  m o n i t o r i n g  o r  a u d i t i n g  
n o n - p r o j e c t  a c t i v i t i e s  such as n o n - p r o j e c t  a s s i s t a n c e  under  t h e  
Development Fund f o r  A f r i c a  (DFA) o r  o t h e r  forms o f  s e c t o r  a s s i s t a n c e ,  
PL 480, and CIP, when t h e  r e l e v a n t  program a s s i s t a n c e  agreement does n o t  
c o n t a i n  f u n d i n g  f o r  such purposes.  

d. Program c o s t s  a s s o c i a t e d  w i t h  m o n i t o r i n g  o r  a u d i t i n g  HC-owned 
l o c a l  c u r r e n c y  when l o c a l  c u r r e n c y  i s  u n a v a i l a b l e  f o r  t h i s  purpose.  

e. T r a v e l  o r  s h o r t - t e r m  t r a i n i n g  c o s t s  o f  h o s t  c o u n t r y  p u b l i c  o r  
p r i v a t e  s e c t o r  c o u n t e r p a r t  pe rsonne l  when o t h e r  funds  a r e  u n a v a i l a b l e  
f o r  t h i s  purpose.  

4. PD&S Funds P r o h i b i t i o n s  

PD&S funds  a r e  n o t  t o  be used f o r  t h e  f o l l o w i n g :  



a. Any ope ra t i ng  expense (OE) type  a c t i v i t y  as de f i ned  i n  AID 
Handbook 19, Chapter l l ( B ) 3 ( a )  o r  any t ype  o f  a c t i v i t y  whose p r imary  
purpose i s  t h e  p r o v i s i o n  o f  management suppor t  t o  t h e  Agency and would 
be cons idered as p a r t  o f  AID'S normal c o s t  o f  do ing  bus iness.  For 
example, PD&S funds cannot be used t o  fund a  PSC per fo rming  
p redominan t l y  OE a c t i v i t i e s .  
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b. D i s c r e t e  p r o j e c t  a c t i v i t i e s  except i n  those  excep t iona l  cases 
l i s t e d  i n  paragraph 1D3. 

c. Commodity procurement except where spec i  f i c a l  l y  j u s t i f i e d  t o  
and approved by t h e  r e g i o n a l  o r  c e n t r a l  bureau A s s i s t a n t  A d m i n i s t r a t o r ,  
o r  t h e i r  designee. I n c i d e n t a l  procurement o f  expendi b l  e  i tems i n  
connec t ion  w i t h  procurement o f  se rv i ces  t h a t  a re  o therw ise  p e r m i s s i b l e  
under t h i s  guidance i s  n o t  p r o h i b i t e d .  

d 

E f f e c t i v e  Date 

J u l y  20, 1989 

d. S p e c i f i c  a c t i v i t i e s  i n  excess o f  one y e a r ' s  d u r a t i o n  o r  i n  
excess o f  6500 thousand except  where s p e c i f i c a l l y  approved by t h e  
r e g i o n a l  o r  c e n t r a l  bureau A s s i s t a n t  A d m i n i s t r a t o r .  

e. L i m i t e d  scope g r a n t  agreements t h a t  r e q u i r e  a  25% hos t  coun t r y  
c o n t r i b u t i o n  t o  fund PD&S a c t i v i t i e s  o b l i g a t e d  under t h e  g r a n t ,  un less  
i t  has been met o r  waived. T h i s  p r o h i b i t i o n  does n o t  apply  t o  g r a n t s  
which do n o t  r e q u i r e  a  25% c o n t r i b u t i o n  such as ESF-funded, 
r e g i o n a l l y - f u n d e d ,  m u l t i - d o n o r  o r  Sahel g ran t s .  
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f .  Any a c t i v i t i e s  const rued as ass is tance  t o  t h e  hos t  government 
whether o r  n o t  under a  l i m i t e d  scope g r a n t  agreement d u r i n g  pe r i ods  when 
t h e  c o u n t r y  i n  which t h e  ass is tance  i s  performed i s  under s t a t u a t o r y  
p r o h i b i t i o n  f rom r e c e i v i n g  ass is tance  under t h e  FAA. 
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5. PO&S O b l i q a t i o n s  

a. PO&S funds must be o b l i g a t e d  w i t h i n  t h e  f i s c a l  yea r  f o r  which 
t h e y  are a l l o c a t e d .  F i e l d  m iss ions  and AID/\ o f f i c e s  i n  c o o r d i n a t i o n  
w i t h  t h e  c o n t r o l l e r  should rev iew,  a t  l e a s t  semiannual ly ,  PD&S 
un l  i q u i d a t e d  ob l  i g a t i o n s  t o  determine t h e i r  va l  i d i  t y  and p o s s i b l e  
deobl i g a t i o n .  

b. PD&S funds a re  made a v a i l a b l e  t o  meet c u r r e n t  yea r  
requi rements.  I f  funds a re  o b l i g a t e d  under a  1  i m i t e d  scope g r a n t  
agreement, t h e  l i f e  o f  t h e  g r a n t  cannot exceed o r  be extended more than  
one yea r  beyond t h e  end o f  t h e  f i s c a l  year  i n  which t h e  funds were 
o b l i g a t e d  w i t h o u t  s p e c i f i c  approval  o f  t h e  A s s i s t a n t  A d m i n i s t r a t o r  o f  
t h e  bureau. Comniitments can be made w i t h i n  t h e  t imeframe o f  t h e  g r a n t ,  
b u t  i n  no case can a  commitment extend beyond t h e  t e rm ina l  da te  o f  a  
l i m i t e d  scope g ran t .  



6. A l l o c a t i o n  and R e p o r t i n s  o f  PD&S Funds 

a. A l l o c a t i o n  . 
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It w i l l  be a t  t h e  d i s c r e t i o n  o f  each bureau t o  a l l o c a t e  PD&S 
funds t o  t h e i r  r e s p e c t i v e  f i e l d  m i s s i o n s  o r  o f f i c e s  and t o  d e f i n e  
r e p o r t  i ng r e q u i  rementr  . A t  a  m i  nimum, r e p o r t  i ng shoul  d  be r e q u i  r e d  a t  
l e a s t  once a  y e a r .  PD&S funds may be p a r t  o f  t h e  m i s s i o n ' s  OYB o r  
managed as p a r t  o f  a  bureau's r e g i o n a l  p r o j e c t ,  as deemed necessary .  
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Each r e g i o n a l  and c e n t r a l  bureau r e s p o n s i b l e  f o r  use o f  PD&S 
funds shou ld  i s s u e  annual gu idance t o  t h e i r  f i e l d  m i s s i o n s  o r  o f f i c e s  
wh ich  o u t l i n e s  Bureau a l l o c a t i o n  methods and r e p o r t i n g  requ i rements ,  and 
r e i t e r a t e s  o r  r e f e r s  t o  Agency p o l i c y  on uses and p r o h i b i t i o n s  o f  PD&S 
funds c o n t a i n e d  i n  t h i s  s e c t i o n .  T h i s  annual gu idance i s  t o  be i s s u e d  
a t  t h e  b e g i n n i n g  o f  each f i s c a l  y e a r  f o r  e f f e c t i v e  imp lementa t ion .  
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APPENOIX 1A 

CRITERIA FOR SELECTING AMONG ALTERNATIVES 
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There a r e  a number o f  p o i n t s  d u r i n g  p r o j e c t  des ign  and i n  t h e  course o f  
p r o j e c t  imp1 ementa t i  on when i t  becomes necessary  t o  make cho ices .  E a r l y  
i n  t h e  p r o j e c t  des ign  phase, cho ices  must be made concern ing  which 
development problem t o  address, what a c t i o n  o r  a c t i o n s  t o  t a k e  t o  
address a development problem, which t echno log ies  and i n s t i t u t i o n s  t o  
use i n  t h e  course  o f  implement ing a s p e c i f i c  s e t  o f  a c t i o n s ,  e t c .  L a t e r  
i n  t h e  p r o j e c t  c y c l e  cho ices  may have t o  made concern ing  a c t i v i t y  s i t e s  
( s u b p r o j e c t  s e l e c t i o n ) ,  a l t e r n a t i v e s  ways o f  g a t h e r i n g  and a n a l y z i n g  
i n f o r m a t i o n  on p r o j e c t  performance, d i f f e r e n t  ways o f  s h i f t i n g  f rom a 
developmental  t o  an ope ra t i ons  phase o f  a p r o j e c t  e t c .  A t  a l l  o f  these  
p o i n t s  i t  i s  a good i dea  t o  have i n  mind a s e t  o f  c r i t e r i a  form ask ing  
choices.  The c r i t e r i a  w i  11 n e c e s s a r i l y  change depending on t h e  spec i  f i c  
cho i ce  a p r o j e c t  commit tee i s  f a c i n g ,  b u t  t h e  p r i n c i p l e  ho lds  f o r  a l l  
such d e c i s i o n  p o i n t s  i n  t h e  l i f e  o f  a p r o j e c t .  
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I n  t h i s  Appendix t h e  problem o f  choos ing a "Best  approach" f rom among a 
s e r i e s  o f  p r o j e c t  i deas  a t  a pre-PID s tage i n  t h e  des ign  process i s  
d iscussed.  Wh i le  t h e  ideas  i n  t h i s  s e c t i o n  have s p e c i a l  r e l evance  t o  
t h e  problem o f  choos ing f rom among severa l  poss. ib le ideas,  t h e  process 
d iscussed  here  i s  r e l e v a n t  a t  a number o f  p o i n t s  i n  t h e  des ign  and 
imp lementa t ion  o f  development p r o j e c t s .  A t  l a t e r  p o i n t s  t h e  s p e c i f i c  
c r i t e r i a  t o  be used t o  make a d e c i s i o n  w i l l  be d i f f e r e n t  f rom those  
d iscussed  i n  t h e  Appendix, y e t  t h e  need t o  i d e n t i f y  c r i t e r i a ,  t o  f i n d  
ways o f  r a n k i n g  a1 t e r n a t i v e s ,  and f o r  d i s p l a y i n g  and compar i ng  rank ings  
i s  a r e c u r r e n t  one. Because t h e  need t o  make cho ices  i s  r e c u r r e n t  i n  
p r o j e c t s ,  i t  i s  in tended  t h a t  t h i s  Appendix p r o v i d e  a genera l  model f o r  
t h e  p rocess  o f  examining a l t e r n a t i v e s .  
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When a p r o j e c t  i s  proposed, t h e r e  i s  an i m p l i c i t  assumption t h a t  t h e  . 

p r o j e c t  r ep resen t s  t h e  bes t  a l t e r n a t i v e  t o  t h e  s o l u t i o n  o f  a problem, 
and t h a t  address ing  t h e  problem rep resen t s  a necessary a c t i v i t y  f o r  
f u l f i l  1 i o g  o v e r a l l  development o b j e c t i v e s .  Reso lv ing  problems th rough  
t h e  v e h i c l e  o f  p r o j e c t  ass i s t ance  i s  o f t e n  a j o i n t  r e s p o n s i b i l i t y  o f  t h e  
r e c i p i e n t  c o u n t r y  ( o r  t h e  implement ing i n s t i t u t i o n l e n t i t y  and AID. The 
development p l a n  o f  t h e  r e c i p i e n t  c o u n t r y  and t h e  Congressional  Mandate 
f o r  AID p r o v i d e  t h e  b a s i c  framework and g u i d e l i n e s  f o r  e s t a b l i s h i n g  
o b j e c t i v e s  and s e l e c t i n g  problems and p r o j e c t s .  The i d e n t i f i c a t i o n  o f  
a l t e r n a t i v e s  w i l l  be done a t  t h e  m i s s i o n  l e v e l .  However, i t  i s  o f t e n  
t h e  case t h a t  m i s s i o n  l i b r a r i e s  and f i l e s  do n o t  c o n t a i n  a comprehensive 
r e c o r d  o f  t he  ways i n  which AID and o t h e r  o r g a n i z a t i o n s  have at tempted 



t o  so l ve  s p e c i f i c  development problems. To address t h e  need f o r  
i n f o r m a t  i o n  on a1 t e r n a t i v e  approaches and pas t  exper ience,  and o t h e r  
development ass i s t ance  aspects ,  t h e  O f f i c e  o f  Deve.l opment I n f o r m a t i  on 
and U t i l i z a t i o n  (S&T/DIU) was es tab l i shed .  T h i s  O f f i c e  i s  a  s e r v i c e  
o f f i c e  and i s  n o t  a  p a r t i c i p i e n t  i n  t h e  p r o j e c t  approva l  process.  
I n f o r m a t i o n  searches by t h i s  O f f i c e  should,  however, be a  resource  f o r  
t h e  process o f  d e f i n i n g  a l t e r n a t i v e s  d u r i n g  e a r l y  p r o j e c t  i d e n t i f i c a t i o n  
and development. 
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The s e l e c t i o n  o f  a  p r e f e r r e d  a1 t e r n a t i v e  f rom a long  a  number o f  p r o j e c t  
i deas  r e q u i r e s  thorough assessment and t h e  e x e r c i s e  o f  p r o f e s s i o n a l  
judgment. No s i n g l e  mechanical process o r  c r i t e r i o n  can r e p l a c e  
in fo rmed judgment i n  t h i s  s e l e c t i o n  process. Fu r t he r ,  i t  i s  impo r tan t  
t o  no te  t h a t  a t  t h e  p o i n t  where t h i s  cho i ce  i s  no rma l l y  made, i t  must 
g e n e r a l l y  be made w i t h o u t  f u l l  i n f o r m a t i o n  on t h e  v a r i o u s  o p t i o n s  t h a t  
a re  be ing  cons idered.  D e s p i t e  t h e  f a c t  t h a t  t h e r e  i s  o f t e n  a  s c a r c i t y  
o f  i n f o r m a t i o n ,  impo r tan t  f a c t o r s  t h a t  a r e  p a r t  o f  each p r o j e c t  i d e a  
under c o n s i d e r a t i o n  need t o  be examined. F i r s t  t h e r e  a re  f a c t o r s  t o  be 
cons idered  when choosing among p r o j e c t s ,  i . e . ,  when choos ing which 
development problem o r  subproblem t o  address - -  s e l e c t i n g  a  s p e c i f i c  
Purpose o r  End t o  be achieved by a  p r o j e c t .  Secondly,  t h e r e  a re  cho ices  
about what Means ( o r  Outputs  and I n p u t s )  t o  use i n  t h e  p r o j e c t .  

I n  b o t h  cho ices ,  p r o j e c t  des igners  need t o  be a b l e  t o  o r d e r  o r  r ank  
o p t i o n s  i n  a  s imp le  manner t h a t  shows how they  compare t o  each o t h e r  i n  
terms o f  t h e  f a c t o r s ,  o r  c r i t e r i a ,  se l ec ted  as be ing  impo r tan t  t o  t h e  
d e c i s i o n .  The s imp les t  r a n k i n g  system i s  an o r d i n a l  system w h e r e a t h e  
des igne rs  score o p t i o n s  as be ing  bes t ,  nex t  bes t ,  t h i r d  bes t ,  e t c .  Such 
a  comparat ive r a n k i n g  can be made on a  number o f  d i f f e r e n t  f a c t o r s  as 
t h e  f i g u r e  below suggests:  

E f f e c t i v e  Date 
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Opt ion  A Opt i on  B  Opt ion  C 

Fac to r  1 1 3 2 
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Fac to r  2  2 3 1 
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Fac to r  3  1 2  3 

Rankings o f  t h i s  s o r t  shou ldn ' t  be added t o g e t h e r  s i nce  t hey  a r e  o n l y  
ways o f  express ing  a  genera l  sense o f  t h e  o r d e r  o f  o p t i o n s .  On t h e  
o t h e r  hand, these rank ings  can he lp  i n  making d e c i s i o n s .  For example, 



b 
i f  i t  i s  b e l i e v e d  t h a t  a l l  f a c t o r s  a r e  o f  equal  impor tance ,  a  c o n c l u s i o n  
can  be made t h a t  O p t i o n  A, i n  t h e  f i g u r e ,  i s  t h e  b e s t  c h o i c e .  On t h e  
o t h e r  hand, i t  may be t h a t  F a c t o r  3 i s  t h e  most  i m p o r t a n t  f a c t o r ,  and 
t h a t  a l l  we want t o  do i s  choose an O p t i o n  t h a t  does b e s t  on F a c t o r  3,  
i f  i t  d o e s n ' t  r a t e  p o o r l y  on any o t h e r  f a c t o r .  I n  t h e  c h a r t  above t h e  
c h o i c e  wou ld  a g a i n  be O p t i o n  A, b u t  i n  a n o t h e r  example o r  i n  a  r e a l  
d e c i s i o n  p r o c e s s  t h i s  k i n d  o f  t h o u g h t  p rocess  c o u l d  h e l p  t o  e l i m i n a t e  
u n d e s i r a b l e  o p t i o n s  w h i l e  l e a v i n g  one o r  more o p t i o n s  open f o r  f u r t h e r  
i n v e s t i g a t i o n .  

, 
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D u r i n g  t h e  p r e - P I D  s t a g e  o f  p r o j e c t  development a  number o f  f a c t o r s  
s h o u l d  be c o n s i d e r e d ,  even though t h e  i n f o r m a t i o n  on each may be 
l i m i t e d .  The f a c t o r s  l i s t e d  be low s h o u l d  be c o n s i d e r e d  a t  t h e  p r e - P I D  
s t a g e  f o r  a l m o s t  any AID u n d e r t a k i n g ,  b u t  t h e  w e i g h t  g i v e n  t o  each w i l l  
v a r y  f r o m  c o u n t r y  t o  c o u n t r y ,  s e c t o r  t o  s e c t o r ,  and p r o j e c t  t o  p r o j e c t .  
When s p e c i f i c  d e c i s i o n s  a r e  t o  be made c o n c e r n i n g  t h e  a l t e r n a t i v e  
prob lems t o  be addressed o r  t h e  a l t e r n a t i v e  means f o r  a d d r e s s i n g  a  
s p e c i f i c  p rob lem,  t h e  d e s i g n e r  s h o u l d  examine t h i s  l i s t  and s e l e c t  
a p p r o p r i a t e  f a c t o r s  t o  c o n s i d e r  t o g e t h e r  w i t h  f a c t o r s  t h a t  a r e  i m p o r t a n t  
i n  te rms  o f  t h e  c o u n t r y ,  s e c t o r  and s p e c i f i c  p r o j e c t  env i ronmen t  i n  
wh ich  p r o j e c t  a s s i s t a n c e  i s  t o  be proposed.  Working w i t h  t h e  l i s t  be low 
and l i s t  o f  o t h e r  f a c t o r s  deve loped t o  s u i t  t h e  s p e c i f i c  case, d e s i g n e r s  
s h o u l d  d e v e l o p  a  m a t r i x  o f  t h e  t y p e  i l l u s t r a t e d  above. Once t h e  m a t r i x  
i s  c o n s t r u c t e d ,  i n f o r m a t i o n  about  each f a c t o r  and o p t i o n  s h o u l d  be used 
t o  d e v e l o p  s i m p l e ,  judgmenta l  r a n k i n g s .  The r a n k i  ngs s h o u l d  f a c i  1  i t a t e  
t h e  s e l e c t i o n  o f  t h e  " b e s t "  o p t i o n  f o r  t h e  o v e r a l l  p r o j e c t  i d e a ,  and 
s u b s e q u e n t l y  i n  making c h o i c e s  about  s p e c i f i . ~  e lements  o f  a  g e n e r a l  
p r o j e c t  i d e a .  

The use  o f  a  r a n k i n g  m a t r i x  i s  a  suggested,  b u t  n o t  r e q u i r e d ,  approach 
f o r  examin ing  t h e  m e r i t s  o f  o p t i o n s  a t  v a r i o u s  c h o i c e  p o i n t s  i n  p r o j e c t  
d e s i g n  and i m p l e m e n t a t i o n .  C o n v e r t i n g  judgments i n t o  r a n k i n g s  and 
a r r a n g i n g  them i n  t a b u l a r  o r  o t h e r  fo rm may p roduce  i n s i g h t s  beyond 
i n f o r m a t i o n  a v a i l a b l e  f r o m  t h e  r a n k i n g  o r  i n d i v i d u a l  judgments .  
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F a c t o r s  t o  be Cons ide red  i n  Makinq I n i t i a l  Cho ices  f r o m  Amonq P r o j e c t  
Oot i ons 

1. Problem P r i o r i t i e s  

E f f e c t i v e  D a t e  

Seot .  30, 1982 

The p r o b l e m  t o  be s o l v e d  must be o f  a  n a t u r e  and p r i o r i t y  wh ich  
m e r i t s  e x p e n d i t u r e  o f  A ID funds .  The number o f  a p p a r e n t l y  b e n e f i c i a l  
p r o j e c t s  wh ich  m i g h t  be under taken  i n  any c o u n t r y  i s  huge. The t a s k  
f a c i n g  t h e  AID and r e c i p i e n t  c o u n t r y  dec i s ionmakers  i s  t o  s e l e c t  t h e  
most c r i t i c a l  (and s o l u b l e ? )  prob lems f o r  s o l u t i o n .  W h i l e  t h e  p rob lem 
may be posed o r  i d e n t i f i e d  i n  t h e  Coun t ry  Development S t r a t e g y  Sta tement  
(CDSS) o r  t h e  c o u n t r y ' s  N a t i o n a l  Development P lan ,  i t  must be c o n s i d e r e d  
i n  t h e  l i g h t  o f  l e g i s l a t i v e  and AID p o l i c y  s ta temen ts ,  as w e l l  as i n  
te rms  o f  i t s  o v e r a l l  soundness. 
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2. The P r o j e c t  Area and P e o ~ l  e  A f f e c t e d  
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A  p r o j e c t  which, d i r e c t l y  o r  i n d i r e c t l y  s e r v i c e s  t h e  l a r g e s t  number 
people  i n  t h e  t a r g e t  area o r  i n  t h e  b e n e f i c i a r y  popu la t i on ,  i n c reases  
income, employment, and/or we1 1  be ing  and o the rw i se  addresses equ i  tab1  e  
access t o  b a s i c  needs shou ld  be a  p r e f e r r e d  a1 t e r n a t i v e .  I n t e r v e n t i o n s  
which a s s i s t  t h e  g r e a t e s t  number o f  low-income people  t o  i nc rease  t h e i r  
p r o d u c t i v i t y  and t o  inc rease  t h e i r  n e t  ea rn ings  a re  p e r f e r r e d  
a1 t e r n a t  i ves . 

* P r o j e c t s  which h e l p  people  i n  lower  income groups, e s p e c i a l l y  i n  
a g r i c u l t u r e  p r o d u c t i o n  and sma l l - s ca le  s e r v i c e  i n d u s t r i e s  and those t h a t  
focus  on women's needs, shou ld  be emphasized. An impo r tan t  Agency goal  
i s  t o  o p t i m i z e  t h e  use and expansion o f  women's p r o d u c t i v e  c a p a c i t y  t o  
ensure s u s t a i  nab1 e  economic and soc i  a1 p rogress .  * 

E f f e c t i v e  Date 

June 14, 1990 

3. I n s t i t u t i o n a l  Devel o ~ m e n t  and Sel f -He1 D Measures 

a. The A l t e r n a t i v e  s e l e c t e d  should  be one which makes an op t ima l  
c o n t r i b u t i o n  t o  ind igenous i n s t i t u t i o n a l  development and s e l f - h e l p  
e f f o r t s .  One o f  t h e  p r ima ry  concerns o f  any p r o j e c t  i s  t o  l eave  i n  
p l a c e  a  f u n c t i o n i n g  c a p a c i t y  t o  manage, fund, m a i n t a i n ,  and ope ra te  t h e  
i n s t i t u t i o n s  and f a c i l i t i e s  developed, improved, o r  e s t a b l i s h  th rough  
ass i s t ance  p r o j e c t s .  
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b.  A  p r o j e c t  which maximizes use o f  t h e  p r i v a t e  s e c t o r  and l o c a l  
i n s t i t u t i o n s  w i l l  no rma l l y  be p r e f e r r e d  t o  one which depends more 
h e a v i l y  on f und ing  i n s t i t u t i o n s .  The use o f  l o c a l  and p r i v a t e  
i n s t i t u t i o n s  p rov i des  exper ience and earn ings  f o r  l o c a l  people  and 
p rov i des  a  v e h i c l e  f o r  t h e  development o f  management c a p a b i l i t y  and 
i n s t i t u t i o n a l  cohes ion.  The development o f  l o c a l  c a p a b i l i t y  ga ined  
d u r i n g  p r o j e c t  development and implementat ion makes t h e  r e c i p i e n t  
coun t r y  l e s s  dependent on o u t s i d e  ass i s t ance  a f t e r  t h e  p r o j e c t  i s  
completed. C o l l a b o r a t i v e  and j o i n t  e f f o r t s  a re  g i v e n  a  h i g h  p r i o r i t y  i n  
AID'S l e g i s l a t i o n ,  e s p e c i a l l y  when p a r t i c i p a t i o n  o f  i n tended  
b e n e f i c i a r i e s  i s  secured. 
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4. Cost and B e n e f i t s  

a. Norma l l y  a  p r o j e c t  which ach ieves i t s  purposes a t  t h e  minimum 
t o t a l  c o s t  i s  p r e f e r r e d  a l t e r n a t i v e .  Where s i z e d  b e n e f i t s  a re  
q u a n t i f i a b l e  i n  monetary terms, t h e  c o n s i d e r a t i o n  o f  a  d iscoun ted  s t ream 
o f  c o s t s  and b e n e f i t s  may h e l p  t o  determine t h e  most d e s i r a b l e  p r o j e c t  
and, t he re fo re , .  t h e  p r e f e r r e d  a l t e r n a t i v e .  A l t e r n a t i v e l y ,  p r o j e c t s  can 
be eva lua ted  f rom a  c o s t - e f f e c t i v e n e s s  p e r s p e c t i v e  - -  i . e . ,  de te rm in i ng  
t h e  most e f f e c t i v e  s o l u t i o n  f o r  t h e  l e a s t  c o s t  o r  t h e  l e a s t  c o s t l y  
s o l u t i o n  f o r  an a n t i c i p a t e d  l e v e l  o f  e f f e c t i v e n e s s .  



C, 
b. Cau t ion  i s  necessary here, however, because so many 

assumptions must be made as t o  f u t u r e  c o s t ,  p resen t  and f u t u r e  b e n e f i t s ,  
t h e  s o c i a l  and economic c l  imate,  and f u t u r e  developments i n  t h e  
i n t e r n a t i o n a l  and LDC economies, t h a t  c a l  c u l  a t ed  i n t e r n a l  r a t e s  o f  
r e t u r n  and p r e d i c t e d  c o s t - b e n e f i t  r a t i o s  themselves rep resen t  numerous 
assumptions. Wh i le  i t  p robab l y  can be assumed t h a t  below some minimum 
c a l c u l a t e d  i n t e r n a l  r a t e  o f  r e t u r n  some p r o j e c t s  should  n o t  be 
cons idered,  i t  does n o t  f o l l o w  t h a t  p r o j e c t s  which exceed t h e  minimum o r  
even h i g h e r  IRR's w i l l  n e c e s s a r i l y  c o n t r i b u t e  t o  ach iev i ng  development 
o b j e c t i v e s .  A  b e n e f i  t - c o s t  comparison between a1 t e r n a t i v e  p r o j e c t s  can 
be a  v a l u a b l e  g u i d e l i n e  i n  h e l p i n g  t o  determine t h e  p r e f e r r e d  
a l t e r n a t i v e s ,  b u t  o n l y  when t h e  purpose served and t h e  problem so lved  by 
t h e  p r o j e c t  a re  c l  e a r l y  demonstrated t o  c o n t r i b u t e  t o  o v e r a l l  economic 
and s o c i a l  development i n  accord w i t h  AID and r e c i p i e n t  coun t r y  
c r i t e r i a .  One cannot  drew a  d i r e c t  cause and e f f e c t  r e l a t i o n s h i p  
between a  p r e d i c t e d  h i g h  b e n e f i t - c o s t  r a t i o  and t h e  achievement o f  
development ass i s t ance  o b j e c t i v e s ,  w i t h o u t  c o n s i d e r a t i o n  o f  r i s k  
c l  imates and o t h e r  c r i t e r i a .  
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5 .  Labor U t i l i z a t i o n  and C a p i t a l  Savinq Features 

A  p r o j e c t  which maximizes t h e  use o f  l o c a l  l a b o r  and min im izes  t h e  
investment  i n  c a p i t a l ,  impor ted  m a t e r i a l s  and equipment w i t h o u t  a  
s i g n i f i c a n t  decrease i n  t h e  q u a l i t y  and t i m i n g  o f  t h e  p r o j e c t  o r  
i nc rease  i n  i t s  t o t a l  cos t ,  i s  t o  be p r e f e r r e d .  A n a l y s i s  o f  t h e  l a b o r  
i n t e n s i t y  o f  t h e  techno logy  r e q u i r e d  f o r  va r i ous  a l t e r n a t i v e s  w i l l  
r e vea l  p r o j e c t s  which w i l l  p r ov i de  g r e a t e s t  employment o p p o r t u n i t i e s  f o r  
l o c a l  personnel ,  bo th  d u r i n g  t h e  imp lementa t ion  phase and a f t e r  t h e  
p r o j e c t  i s  completed. (See P o l i c y  De te rm ina t i on  48, 10/2/72, e n t i t l e d  
"Employment and Income D i s t r i b u t i o n  O b j e c t i v e s  f o r  AID Programs and 
P o l i c i e s . " )  No tw i ths tand ing ,  t h e  appropr ia teness  o f  t h e  techno logy  and 
s o c i a l ,  management and implementat ion r i s k s  niust a1 so be c a r e f u l l y  
weighed. The r e l i a n c e  o r  impact o f  a  techno logy  o r  p r o j e c t  on t h e  
p r i v a t e  s e c t o r  and energy resources must a l s o  be cons idered .  
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6. P a r t i c i p a n t  and B e n e f i c i a r y  

A  p r e f e r r e d  p r o j e c t  can p r e d i c t  and u t i l i z e  t he  m o t i v a t i o n  o f  
p a r t i c i p a n t  and b e n e f i c i a r y  popu la t i ons  and i n s t i t u t i o n s .  M o t i v a t i o n s  
o f  t h e  v a r i o u s  sec to r s  o f  s o c i e t y ,  o f  t h e  b e n e f i c i a r y  p o p u l a t i o n ,  and o f  
implement ing agencies and o f f i c i a l s  have a  g r e a t  bea r i ng  on p r o j e c t  
success. These m o t i v a t i o n s  should  be i d e n t i f i e d  d u r i n g  t h e  p r o j e c t  
ana l ys i s ,  and a c t i o n s  planned t o  t ake  advantage o f  them o r  t o  mod i fy  
them as necessary i n  t h e  course o f  t h e  p r o j e c t .  The w i l l i n g n e s s  o f  
r e c i p i e n t  c o u n t r y  personnel  t o  cons ide r  t h i s  aspect  o f  p r o j e c t  s e l e c t i o n  
and des ign  may i n d i c a t e  a  p r e f e r r e d  a l t e r n a t i v e  and i nc rease  t he  
p r o b a b i l  i t y  o f  ach iev i ng  p r o j e c t  o b j e c t i v e s .  

E f f e c t i v e  Date 

Sept. 30, 1982 
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7. The Ta rqe t  Area - I n t e r s e c t o r a l  R e l a t i o n s  
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P r o j e c t s  f o r  which i n t e r a c t i o n  and dependencies w i t h  o t h e r  s e c t o r s  
a r e  f u l l y  assessed and unders tood no rma l l y  p resen t  a  p r e f e r r e d  
a l t e r n a t i v e .  A l l  p r o j e c t s  a r e  a f f e c t e d  by t h e  i n s t i t u t i o n a l  env i ronment  
w i t h i n  which t h e y  a r e  implemented and operated.  Where t h e  e f f e c t s  o f  
i n t e r a c t i o n s  and dependencies a re  d i f f i c u l t  t o  p r e d i c t  o r  c o n t r o l ,  t h e  
chances o f  p r o j e c t  success a r e  reduced. Care fu l  a n a l y s i s  and 
unders tand ing  o f  these  f a c t o r s  i s  e s s e n t i a l  t o  p r o j e c t  success. Ways 
must be found t o  m in im ize  n e g a t i v e  c r o s s - s e c t o r a l  e f f e c t s  o r  t o  i n c l u d e  
w i t h i n  t h e  p r o j e c t  i t s e l f  means o f  m o d i f y i n g  n e g a t i v e  and enhancing 
p o s i t i v e  i n t e r s e c t o r a l  e f f e c t s .  A  s e c t o r  a n a l y s i s  which i n c l u d e s  these  
f a c t o r s  w i l l  s i m p l i f y  s e l e c t i o n  o f  t h e  p r e f e r r e d  a l t e r n a t i v e s .  

8.  P r o j e c t  Area- Environmental  Concerns 

E f f e c t i v e  Date 

Sept. 30, 1982 

P r o j e c t  a l t e r n a t i v e s  which m in im ize  d e t r i m e n t a l  impacts  on o r  
improve t h e  o v e r a l l  eco logy and p h y s i c a l  environment a re  n o r m a l l y  
p r e f e r r e d .  P r e l  i m i n a r y  env i ronmenta l  assessments o f  t h e  v a r i o u s  
proposed a l t e r n a t i v e s  should  r evea l  t h e  e x t e n t  t o  which t h e  env i ronment  
w i l l  be degraded o r  improved by t h e  v a r i o u s  a1 t e r n a t i v e s .  A l l  
development p r o j e c t s  o f  s i g n i f i c a n c e  w i l l  have an env i ronmenta l  impact  
which must be analyzed. The impact  can be e i t h e r  b e n e f i c i a l  o r  
d e t r i m e n t a l  o r  both.  I t  cannot  be assumed t h a t  smal l  p r o j e c t s  o r  a  
s e r i e s  o f  sma l l  p r o j e c t s  w i l l  have an i n s i g n i f i c a n t  impact  s o l e l y  
because o f  t h e i r  s i z e .  For  ins tance ,  p o o r l y  des igned r u r a l  roads can 
c r e a t e  f l o o d i n g ,  dra inage,  and e r o s i o n  problems. Small i r r i g a t i o n  
systems can i nc rease  t h e  i nc i dence  o f  m a l a r i a  and Sch is tosomias is .  
Normal ly ,  a1 t e r n a t i v e s  i n  p r o j e c t  des ign  and imp1 ementat ion can be found 
which w i l l  m i t i g a t e  these  e f f e c t s .  Care and c o n s i d e r a t i o n  o f  
a l t e r n a t i v e s  be competent p r o f e s s i o n a l s  i s  t h e  b e s t  insurance  i n  
s e l e c t i n g  t h e  p r e f e r r e d  a1 t e r n a t i v e .  

Trans. Memo.. No. 
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APPENDIX B 
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A. Applicability 

This guidance applies t o  a l l  AD dollar-financed projects t o  foreign 
govenrrments, foreign goermnent agencies, and international 
organizations having membership consisting primarily of foreign 
g o m m n t s ,  whether financed by loans or  grants, a d  whether they 
are in the nature of capital o r  technical assistance or  research 
projects, except that some specialized activites are excluded. 
Except as provided in paragraph C below nonproject assistance is not 
covered by this guidance, nor are certain specialized act iv i t ies  such 
as: grants d e r  Section 214 of the Foreign Assistance Act of 1961, 
as amended; Housing Qlaranty projects discussed i n  Handbook 7; 
Operational Program Grants; grants under Handbook 13 - Grants; o r  
act iv i t ies  under International Msaster Relief or Contingency F\md 
appropriations. 

T R A N S .  MEMO N O .  
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B. Definitions 

1. Implementation Period 

E F F E C T I V E  O A T €  

September 30, 1982 

Project implementation begins with the obligation of AU) funds by the 
s ign ing  of a Project Agreement for bilateral rojects o r  the P incurrence of the i n i t i a l  obligation for nonb lateral  projects. The 
Implmentation Period ex tds  until  the inputs from all  sources have 
been provided and implementation activi t ies canpleted 
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2. Project Assistance Period and the Project Assistance 
- 

Completion Cate 

'Ihe Project Assistance Fkrfod begins at the same point as defined 
above for project implementation. It is a planned interval which may 
k e  shorter than the overall Implementation Period because it only 
pertains to  AID-financed assistance. Its end is the expected date by 
which a l l  AID-financed services under tbe project w i l l  have been 
performed and all AID-financed goods under the project w i l l  haw been 
furnished. 'his ending date is  the Project Assistance Completion 
h te  (PACD) . The i n i t i a l  PACD is a planning figure and is speci£ied 
in the Project Agreement o r  otber obligating docranent . 
3. Life of Project 

?he Life of Project, as the term is used here, is de£ined as the 
in i t i a l ly  p l  length of the Project Assistance Fkri,od. Its end 
is the PACD, s t i p u l a t d  in the Project Agreement. 

1/ Some existing Loen Agreements have a Terminal Disbursement h te  (TDD) - 
instead of the more recently used PACD. For camparative discussion 
purposes, the " P ' "  of such older projects cmld be considered as being 
the TIID minus the approximately 9 w n t h  long perfod in  wbich invoices are 
accepted for processing and payment under the PACD concept. (See Chqter 
7.B.7) For sane exist? grant agreements, the corresponding date is the 
Mnal Contribution Bite . Footnote 1 to be inserted] 



Although the last date for furnishing project inputs, in money or in 
kind, which the other party (or parties) t o  the Project Agreemnt has 
(or have) agreed to  provide is frequently the same as the PPGD, the 
overall project implamtation plan may call £or a la ter  date. In 
such cases, the period during which AU) monitors the project will be 
expanded t o  cover the period b t x e n  the PACD and the date by which 
inputs £urnished by others have been provided and/or the project 
completed. In any event, mxlitoring of the project should continue 
t o  the extent recumended in the b j e c t  Assistance Completion Report 
and appro+ by the official  having portfolio supervision 
responsibility (See W t e r  14.) 

d 
C. Chidelines for ktermination of Iemth of Project 
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'Ihe design of a project, including planning for its implementation 
and the timing of contributions by parties t o  the Project Agreement 
will result in the estimation of: 

EFFECTIVE DATE TRANS. MEMO NO. 
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(1) the date by which the Project Agreement w i l l  be signed 
and/or financing obligated ; 

(2) the date by which AID w i l l  have canpleted its contributions 
for the project (the PACD); and 

3 
(3) i f  l a te r ,  the date by which all other contributions to the 

pmject w i l l  have been cmpleted. 

?he i n i t i a l l y  planned U f e  of Project, fran obligation of AID b d s  
through the PA(=D, should normally not exceed six (6) +rs ; a 
s d t  longer period, i f  required for the delivery of AID-financed 
inputs is, however, acceptable. Tf a substantial1 l q e r  period i s  
necessary for the delivery of AID-fin&i&serious 
consideration should be given to  designing a pmj&t in phases, the 
f i r s t  f which could be campleted within or  close to  a period of six 
years.g Proceeding to tk next phase would be contingent on a 
satisfactory evaluation of the previou6 phase. kver ,  funds made 

3 
available on a grant basis under Chapter 1 of Part I of the Fore@ 
Assistance kt ( S e c t h  103-121) a d  funds made available d e r  
Chapter 4 of Part I1 (Security Supporting Assistance - Sections 
531-533) may not be obligated or c d t t e d  t o  be expendd over a 
period exceeding five years a t  any one time. (Ihis restriction does 
not rule out appropriate use of incrementally funded agreeznents &re 
a canmitmnt is not made for future increments beyond this timespan.) 

I f  the activity i n  questbn is h x k d  on an annual basis, e.g, a 
technical support activity, the individual Project Assistance 
Reriod (s) can emulatively extend well beyond the s ixp lus  years 
guideline discussed above. lhis is acceptable since the assuption 
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i s  that the overall activity is being periodically evaluated as ff it 
were a single, longer tern project. Project designers and m v h e r s ,  
however, lntst take steps to see that this ia in £act done. 
Continuing an activity for many years solely on the basis of single 
year exadnations and approvals Ls not necessarily a good practice 
and can generate hcorrect conclusions as t o  overall project 
viability and relative priority. 

L( 
(Footnote 2: FAA Section 110(b) limits the diabursearent period for 
bilateral grant-financed capital projects to three (3) years; that 
section applies to  k l o p m e n t  Assistance prwided throllgh the functional 
accounts under S e c t h  103 through 106 and not to  Supporting Assistance, 
and excepts grants to  countries determined to be Relatively Ieast 
Developed Countries (based on tfie UN Conference on %ade and ~ l ~ t  
Li s t  of Relatixly Least &weloped Countries). More detailed 
requireux?nts or restrictions are discussed in Chapter 5, hehorizations. 
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2A. D e f i n i t i o n .  

The PID i s  t h e  f i r s t  f o r m a l  document i n  t h e  p rocess  w h i c h  l e a d s  t o  t h e  
approva l  o f  a  s p e c i f i c  p r o j e c t ;  i t  se rves  as a  b r i d g e  f r o m  programming 
a n a l y s i s  i n  such documents as t h e  Coun t ry  Development S t r a t e g y  Sta tement  
(CDSS) and Annual Budget Submiss ion (ABS) t o  p r o j e c t  development and 
subsequent  f i n a n c i n g  d e c i s i o n s .  A c t i o n s  t o  d e v e l o p  a  PID, i n  g e n e r a l ,  
f o l l o w  c o u n t r y  s t r a t e g y  and program f u n d i n g  l e v e l  d e c i s i o n s .  The PID 
i d e n t i f i e s  a  p r o j e c t  t o  implement  t h o s e  d e c i s i o n s  i n  p a r t ,  and seeks 
a p p r o v a l  f o r  f u r t h e r  development o f  t h e  p r o j e c t .  

E f f e c t i v e  Date  

Sept.  30, 1982 

28. Purpose 

Page No. 
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A  PID p r e s e n t s  i n  a  p r e l i m i n a r y  summary o f  a  p r o j e c t  p r o p o s a l .  The 
p r o p o s a l  s h o u l d  r e f l e c t  and s u p p o r t  r e c i p i e n t  c o u n t r y  and AID 
development s t r a t e g i e s  f o r  t h a t  c o u n t r y  ( o r  g roup  o f  c o u n t r i e s  f o r  AID 
r e g i o n a l  and c e n t r a l l y  funded p r o j e c t s ) .  The PID s h o u l d  move f r o m  
programming g e n e r a l i t i e s  t o  p r o j e c t  s p e c i f i c  and r e f l e c t  M i s s i o n  o r  
O f f i c e  c o n s i d e r a t i o n s  and s e l e c t i o n  d e c i s i o n s  as d i s c u s s e d  i n  Chapter  1, 
P r i n c i p l e s  o f  P r o j e c t  S e l e c t i o n .  I t  s h o u l d  e s t a b l i s h  g o a l s  t o  be 
s u p p o r t e d  and purposes t o  be ach ieved  b y  t h e  p r o j e c t ;  i d e n t i f y  i n t e n d e d  
b e n e f i c i a r i e s ;  g i v e  p r e l i m i n a r y  i n d i c a t i o n s  o f  t h e  shape and c o s t  o f  t h e  
p e r c e i v e d  p r o j e c t ;  and i d e n t i f y  m a j o r  i s s u e s .  A  b a s i c  purpose o f  t h e  
PID i s  t o  c o n v i n c e  AID management t h a t  t h e  p r e l i m i n a r y  p r o p o s a l  has 
m e r i t ,  t h a t  i t  seems b e t t e r  t h a n  a l t e r n a t i v e  s o l u t i o n s  t o  t h e  prob lem,  
and t h a t  i t  makes sense t o  d e v o t e  pe rsonne l  and f i n a n c i a l  r e s o u r c e s  t o  
f u r t h e r  d e v e l o p  t h e  p r o j e c t .  The PID s h o u l d  n o t  be  s u b m i t t e d  u n t i l  t h e  
p r o p o s i n g  o f f i c e  b e l i e v e s  t h a t  t h e r e  i s  s u f f i c i e n t  i n f o r m a t i o n  t o  j u d g e  
t h a t  s t a f f  and f i n a n c i a l  r e s o u r c e s  s h o u l d  be d i r e c t e d  t o  f u l l y  a n a l y z e  
t h e  proposed p r o j e c t .  D i s c u s s i o n  w i t h  t h e  r e c i p i e n t  c o u n t r y  s h o u l d  n o t  
r e a c h  a  degree  o f  U.S. commitment t h a t  wou ld  cause problems i f  AID d i d  
n o t  approve t h e  p r o j e c t .  The PID s h o u l d  be s u b m i t t e d  when i t  i s  r e a d y ;  
i t s  submiss ion  s h o u l d  n o t  be t i e d  t o  t h e  submiss ion  o f  o t h e r  p l a n n i n g ,  
budge t  o r  programming documents. 



2C. Content o f  t h e  PID 
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1. Each PID has a  facesheet  bea r i ng  t h e  s i g n a t u r e  o f  an a u t h o r i z e d  
o f f i c e r  o f  t h e  o r i g i n a t i n g  . o f f i c e .  The facesheet  p rov i des  summary d a t a  
t o  h i g h l i g h t  key elements o f  t h e  PID. I n s t r u c t i o n s  f o r  comp le t ing  t h e  
AID faceshee t  a r e  p r i n t e d  on t h e  back o f  each f o rm  (see Appendix 2A).  
I t  i s  n o t  expected t h a t  i n f o r m a t i o n  i n  t h e  dep th  and d e t a i l  necessary  
f o r  f i n a l  p r o j e c t  approval  w i l l  be i nc l uded  i n  t h e  PID. PIDs should  be 
as conc i se  as p o s s i b l e  and g e n e r a l l y  n o t  more t han  f i f t e e n  s ing le -spaced  
pages i n  l e n g t h .  

2. The PID should  cover :  

E f f e c t i v e  Date 

Dec. 7, 1987 

a. Proqram Fac to rs  

( 1 )  Con fo rmi ty  w i t h  Rec ip i en t  Count ry  Strategy/Program 

T'rans. Memo. No. 
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( 2 )  R e l a t i o n s h i p  t o  t h e  CDSS ( o r  o t h e r  S t r a t e g y  Statement)  

AID HANDBOOK 3  

( 1 )  Perce ived Prob l  em 

( 2 )  P r o j e c t  Goal and Purpose 

( 3 )  Expected Achievements/Accomplishments 

( 4 )  P r o j e c t  O u t l i n e  and How i t  W i l l  Work 

c .  Fac to r s  A f f e c t  i nq P r o j e c t  Sel e c t  i on and F u r t h e r  Devel o m e n  t 

( 1 )  Soc ia l  Cons ide ra t i ons  

( 2 )  F i n a n c i a l  and Economic Cons ide ra t i ons  

(3 )  Relevant  Exper ience w i t h  S i m i l a r  P r o j e c t s  

( 4 )  Proposed Borrower/Grantee and/or Implement ing Agency 

( 5 )  AID Support  Requirement ( s )  and Capabi 1  i t y  

( 6 )  Est imated Costs and Methods o f  F i nanc ing  



(7 )  Design S t r a t e g y  
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(8) Recommended Environmental  Thresho ld  Dec i s i on  

(9)  AID P o l i c y  I ssues  
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At tachments :  

P r e l  i m i  n a r y  Log Frame 
I n i t i a l  Environmental  Exami n a t i o n ,  i f  appl  i c a b l e  
Waiver Request, i f  appl i cab1 e  

E f f e c t i v e  Date 

Sent.  30, 1982 

2D. E x ~ l  a n a t i o n  o f  PID Subsect ions 

Page No. 
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Proqram Fac to r s  

a. Con fo rmi ty  w i t h  Rec ip i en t  Count ry  Proqram/Strateqv - The 
p o l i c i e s  and program o f  t h e  r e c i p i e n t  coun t r y  (RC) a re  b a s i c  s t a r t i n g  
p o i n t s  i n  a l l  AID b i l a t e r a l  programs. Wh i le  t h e  u n d e r l y i n g  d i s c u s s i o n  
of RC development programs i s  con ta ined  i n  AID'S c o u n t r y  s t r a t e g y  
documents, t h e  PID should  o u t l i n e  t h e  s p e c i f i c  RC program o r  o b j e c t i v e s  
which t h e  p r o j e c t  would a s s i s t .  The ou t1  i n e  shou ld  i d e n t i f y  these  RC 
development p l ans  and p r i o r i t i e s ,  t o g e t h e r  w i t h  a c t i o n s  be ing  taken  o r  
proposed by  t h e  RC i n  suppor t  o f  i t s  s t r a t e g y  o r  t h e  proposed AID 
e f f o r t .  I t  shou ld  i d e n t i f y  a c t i o n s  which . the  M i ss i on  ( o r  o r i g i n a t i n g  
O f f i c e )  b e l i e v e s  a r e  r e q u i r e d  f o r  t h e  p r o j e c t  t o  succeed. For  r e g i o n a l  
and c e n t r a l l y  funded p r o j e c t s ,  t h i s  may r e q u i r e  r e f e r e n c e  t o  t h e  
s t r a t e g i e s  o f  a  group o f  c o u n t r i e s  o r  t o  t h a t  o f  an AID/\ Bureau. 

b. R e l a t i o n s h i p  t o  AID S t r a t e s v  Statements - I n  p rog ress i ng  f rom 
program s t r a t e g y  t o  p r o j e c t  s p e c i f i c s ,  t h e  PID should  e x p l a i n  how t h e  
p r o j e c t  responds t o  t h e  M i ss i on  CDSS o r  Bureau CPSS. It should  d i scuss  
t h e  p r i o r i t y  o f  t h e  proposed p r o j e c t  i n  t h e  c o n t e x t  o f  t he  RC and AID 
s t r a t e g i e s  and how the  p r o j e c t  r e l a t e s  t o  o t h e r  AID-funded a c t i v i t i e s .  
The PID shou ld  a l s o  desc r i be  what o t h e r  donors o r  o r g a n i z a t i o n s  a re  
do ing,  o r  p l ann ing  t o  do, which complements t h e  AID p roposa l .  Be 
b r i e f .  Do no t  r epea t  t he  CDSS ( o r  CPSS). A l l  t h a t  i s  needed i s  enough 
i n f o r m a t i o n  on RC and AID s t r a t e g i e s  so t h a t  t h e  framework i n t o  which 
t h e  p r o j e c t  w i l l  f i t  i s  c l e a r .  S ince development a c t i v i t i e s  must remain 
f l e x i b l e  t o  respond t o  changing c i rcumstances,  t h e  O r i g i n a t i n g  O f f i c e  
may propose p r o j e c t s  n o t  n e c e s s a r i l y  compat ib le  w i t h  t h e  c u r r e n t  
s t r a t e g y  s ta tement .  I n  these circumstances, M i ss i ons  need n o t  w a i t  
u n t i l  t h e  CDSS i s  r e v i s e d  t o  submi t  a  PID, b u t  a  d i s c u s s i o n  o f  how t h e  
p r o j e c t  a1 i g n s  w i t h  AID and RC o b j e c t i v e s  w i l l  be needed. 



2. Pro.iect D e s c r i p t i o n  
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a. Perce ived Problem - T h i s  s e c t i o n  should  c l e a r l y  i d e n t i f y  t h e  
problem t h e  proposed p r o j e c t  addresses. The prob lem i s  u s u a l l y  s t a t e d  
i n  ternis o f  an undes i r ab le  s i t u a t i o n  which t h e  p r o j e c t  w i l l  improve o r  
i n  terms o f  key c o n s t r a i n t s  t o  development which may be lessened o r  
removed by  t h e  p r o j e c t .  

b. P r o j e c t  Goal and P u r ~ o s e  - The PID shou ld  c o n t a i n  a  reasonably  
f u l l  d i s c u s s i o n  o f  g o a l ( s )  and purpose(s)  o f  t h e  p r o j e c t ,  and how t h e  
p r o j e c t  serves these  ends. The goal  i s  u s u a l l y  d e f i n e d  i n  broader  terms 
which reach  beyond t h e  c a p a b i l i t y  o f  one p r o j e c t .  The purpose i s  
narrower  and i s  expected t o  be ach ievab le  d u r i n g  t h e  planned l i f e  o f  t h e  
p r o j e c t  as a  r e s u l t  o f  p r o j e c t  ou tpu ts .  The PID shou ld  have, as an 
at tachment ,  a  p r e l i m i n a r y  L o g i c a l  Framework a n a l y s i s  ( l og f r ame) .  A t  t h e  
PID s tage,  t h e  Goal and Purpose o f  t h e  proposed p r o j e c t  shou ld  be c l e a r  
and complete.  O f  l e s s e r  p r e c i s i o n  a t  t h e  PID s tage  a re  t h e  p r o j e c t  
Outputs  and I n p u t s .  These w i l l  be f u l l y  developed a t  t h e  P r o j e c t  Paper 
stage. 

c .  E x ~ e c t e d  Achievements and Acc.omplishments - T h i s  s e c t i o n  o f  
t h e  PID shou ld  descr ibe,  i n  general. terms, what t h e  p r o j e c t  i s  expected 
t o  do. Q u a n t i f i c a t i o n  o f  t h e  p r o j e c t ' s  a n t i c i p a t e d  r e s u l t s  i s  n o t  
expected a t  t h e  PID stage. The s e c t i o n  should  i n d i c a t e ,  however, t h e  
genera l  terms what t h e  p r o j e c t  w i l l  p roduc t ,  how end r e s u l t s  w i l l  f i t  
i n t o  t h e  p r o j e c t ' s  purpose, and what a c t i o n s  a re  env i s i oned  t o  measure 
and e v a l u a t e  t h e  r e s u l t s  a g a i n s t  t h e  s t a t e d  o b j e c t i v e s .  
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E f f e c t i v e  ~ a t ' e  

June 14, 1990 

d. O u t l i n e  o f  t h e  P r o j e c t  and How i t  W i l l  Work - The PID i s  t o o  
e a r l y  i n  t h e  p r o j e c t ' s  development t o  f u l l y  e x p l a i n  what components 
p a r t s  i t  w i l l  have o r  t o  f u l l  demonstrate i t s  f e a s i b i l i t y .  However, an 
o u t l i n e  o f  t h e  p r o j e c t  and i t s  ma jo r  p a r t s  should  be presented.  A b r i e f  
s ta tement  o f  how t h e  p r o j e c t  i s  expected t o  be c a r r i e d  o u t ,  i . e . ,  a  
p r e l i m i n a r y  ske tch  o f  implementat ion,  should be i nc l uded .  
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3. Fac to r s  A f f e c t i n s  P r o j e c t  S e l e c t i o n  and F u r t h e r  Development * a. Soc ia l  Cons idera t ions  - Cons ide ra t i on  o f  s o c i a l  f a c t o r s ,  
i n c l u d i n g  t h e  d e f i n i t i o n  and examinat ion o f  p r o j e c t  p a r t i c i p a n t s  and 
in tended  b e n e f i c i a r i e s  based on gender d isaggrega ted  da ta ,  where 
app rop r i a t e ,  beg ins i n  t h e  e a r l i e s t  stages o f  p r o j e c t  i d e n t i f i c a t i o n .  
I f  deemed i n a p p r o p r i a t e ,  t h e r e  w i l l  be i n c l u d e d  a s u b s t a n t i v e  a n a l y s i s  
o f  obs tac l es  p r e v e n t i n g  such c o n s i d e r a t i o n  a long w i t h  a  p l a n  f o r  
overcoming these  obs tac l es  i n  f o l l o w i n g  stages o f  p r o j e c t  development.  
I t  should  c o n t i n u e  th roughou t  p r o j e c t  development so t h a t  knowledge o f  
b e n e f i c i a r y  popu la t i ons  can be a p p l i e d  on an i n t e g r a t e d  b a s i s  t o  * 



* t h e  merging p r o j e c t  design, and so t h a t  f u t u r e  imp lementa t ion  and 
f e a s i b i l i t y  problems can be minimized. I t  shou ld  f u l l y  t ake  i n t o  
account t h e  use and expansion o f  women's p r o d u c t i v e  c a p a c i t y  t o  ensure 
s u s t a i n a b l e  n a t i o n a l  s o c i a l  progress.  PID i s sues  may o r  may n o t  r e q u i r e  
s p e c i a l i z e d  a n a l y t i c  s k i l l s ,  depending on t h e  scope o f  t h e  p r o j e c t  and 
t h e  e x t e n t  t o  which p r o j e c t  e lements have been developed a t  t h e  t i m e  t h e  
PID i s  submi t ted .  (See Appendix 2C f o r  f u r t h e r  d e t a i l . )  Cons iderab le  
d i s c r e t i o n  may be used in de te rm in i ng  t h e  l e v e l  o f  e f f o r t  a p p r o p r i a t e  t o  
a  p a r t i c u l a r  PID, b u t  t h e  f o l l o w i n g  areas o f  concern should  be b r i e f l y  
addressed: 
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(1) S o c i o - C u l t u r a l  Context :  B r i e f l y  d e s c r i b e  t h e  
s o c i o - c u l t u r a l  c o n t e x t  o f  t h e  p r o j e c t  area. Give p a r t i c u l a r  a t t e n t i o n  
t o  s o c i a l ,  economic and p o l i t i c a l  f a c t o r s  t h a t  demonstrate a  need f o r  
t h e  p r o j e c t ,  o r  which w i l l  a f f e c t  p r o j e c t  a c t i v i t i e s .  

(2 )  B e n e f i c i a r i e s :  B r i e f l y  i d e n t i f y  t h e  l o c a t i o n ,  s i z e  and 
r e l e v a n t  socio-economic c h a r a c t e r i s t i c s  o f  t h e  g roup(s )  t h e  p r o j e c t  w i  1  l 
b e n e f i t  ( b o t h  d i r e c t l y  and i n d i r e c t l y )  as w e l l  as g roup(s )  t h a t  may be 
adverse ly  a f f e c t e d .  For  i n d i r e c t  b e n e f i c i a r i e s ,  e x p l a i n  how b e n e f i t s  
a re  expected t o  reach  them, and i d e n t i f y  r e c i p i e n t  c o u n t r y  o r  
~ o r r o w e r / G r a n t e e  p o l  i c i e s  and p r a c t i c e s  t h a t  w i l l  f a c i l  i t a t e  o r  impede 
t h i s  process.  

Trans. Memo. No. . 
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( 3 )  P a r t i c i ~ a t i o n :  V a r i a t i o n s  i n  access t o  p r o d u c t i v e  
resources,  employment, b a s i c  s e r v i c e s  and i n f o r m a t i o n  i n f l  uence t h e  
c a p a c i t y  and w i l l i n g n e s s  o f  men and women t o  t ake  p a r t  i n  p r o j e c t s .  The 
PID shou ld  i n d i c a t e  b r i e f l y  how the  proposed p r o j e c t  w i l l  promote 
p a r t i c i p a t i o n  o f  b e n e f i c i a r i e s  d u r i n g  p r o j e c t  des ign ,  implementat ion and 
e v a l u a t i o n  .* A1 so i n d i c a t e  what soc i  a1 , economic and p o l  i t i c a l  f a c t o r s  
and expected t o  f a c i l i t a t e  o r  c o n s t r a i n  p a r t i c i p a t i o n  w i t h  r ega rd  t o  
p r o j e c t  a c t i v i t i e s  and o b j e c t i v e s .  I n c l u d i n g  those which a re  
gende r - r e l a ted .  

( 4 )  Socio-Cul t u r a l  Feasi  b i  1 i t y :  Given what i s  known about 
planned p r o j e c t  a c t i v i t i e s  and t h e  socio-economic c h a r a c t e r i s t i c s  o f  
p lanned p a r t i c i p a n t s ,  b r i e f l y  i d e n t i f y  f e a s i b i l i t y  i ssues  t o  be 
addressed d u r i n g  p r o j e c t  development. 

E f f e c t i v e  Date 

June 14, 1990 

* For  a  f u r t h e r  d i s c u s s i o n  o f  t h e  concept o f  p a r t i c i p a t i o n ,  see Appendix 2 C  
( S o c i o - C u l t u r a l  Cons idera t ions  a t  t h e  PID S tage) .  
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a e v e l o p i n g  c o u n t r i e s  meet t n e l r  Das ic  numan neeas t n r o u g n  e q u i t a o l e ,  
s u s t a i n a b l e  growth .  P ID 's  s h o u l d  show how p r o j e c t s  w i l l  c o n t r i b u t e  t o  
t h i s  o b j e c t i v e ,  g i v i n g  p a r t i c u l a r  a t t e n t i o n  t o  t h e  d i f f e r e n t i a l  impac t  
o f  t h e  proposed p r o j e c t  on v a r i o u s  l o c a l  g roups o r  soc io-economic  
s t r a t a .  S p e c i a l  a t t e n t i o n  must  be g i v e n  t o  t h e  d i f f e r e n t i a l  impac t  o f  
t h e  p r o j e c t  on men and women, as a p p r o p r i a t e .  I f  women a r e  n o t  expec ted  
t o  p a r t i c i p a t e  i n  t h e  p r o j e c t  i n  app rox ima te  p r o p o r t i o n  t o  t h e i r  
t r a d i t i o n a l  p a r t i c i p a t i o n  i n  t h e  p r o j e c t ' s  t a r g e t e d  a c t i v i t i e s  ( o r  t h e i r  
p r o p o r t i o n  i n  t h e  p o p u l a t i o n ,  wh ichever  i s  g r e a t e r ) ,  t h e  PID must  
i d e n t i f y  s p e c i f i c  a c t i o n s  r e q u i r e d  t o  r e c t i f y  t h i s  imba lance d u r i n g  t h e  
l i f e  o f  t h e  p r o j e c t .  I n d i c a t e  whether  a c t i v i t i e s  i n i t i a t e d  b y  a  p r o j e c t  
can be s u s t a i n e d  by  r e c i p i e n t  c o u n t r y  o r  Bor rower /Grantee o r g a n i z a t i o n s  
and p a r t i c i p a n t s  a f t e r  e x t e r n a l  a s s i s t a n c e  i s  comple ted,  and whe the r  * 
p r o j e c t  a c t i v i t i e s  can be spread and/or  r e p l i c a t e d .  

b.  F i n a n c i a l  and Economic C o n s i d e r a t i o n s  - I t  i s  i m p o r t a n t  f o r  
p r o j e c t  d e s i g n e r s  t o  focus  on t h e  f i n a n c i a l  and economic c o n s i d e r a t i o n s  
o f  a  p r o j e c t  a t  t h e  e a r l i e s t  p o s s i b l e  s tage .  The d i f f e r e n c e s  between 
t h e  f i n a n c i a l  and economic a n a l y s i s  a r e  e x p l a i n e d  i n  AID Manual f o r  
P r o j e c t  Economic A n a l y s i s ,  Oc tober  1987, S e c t i o n  2 .5-2 .7 ,  pp.  13-16.  
T a b l e  2.1, p r o v i d e s  a  summary o u t l i n e .  F i n a n c i a l  and economic a n a l y s i s  
done i n  t h e  f i n a l  s tages  o f  p r o j e c t  development,  i . e . ,  j u s t  b e f o r e  t h e  
P r o j e c t  Paper i s  comple ted,  w i l l  be t o o  l a t e  t o  have much i n f l u e n c e  on 
d e s i g n  o r  a  d e c i s i o n  t o  approve,  m o d i f y  o r  d i s a p p r o v e  t h e  p r o j e c t .  Bo th  
t y p e s  o f  a n a l y s i s  must become a n . i n t e g r a 1  . p a r t  o f  t h e  p r o j e c t  d e s i g n .  

E f f e c t i v e  Da te  

June 14, 1990 

F i n a n c i a l  and economic c o n s i d e r a t i o n s  a p p r o p r i a t e  t o  t h e  PID l e v e l  
d e c i s i o n  s h o u l d  be under taken  s i m u l t a n e o u s l y .  They a re ,  t o  a  g r e a t  
e x t e n t ,  c l o s e l y  i n t e r r e l a t e d  i n  t h e  a n a l y t i c a l  p r o c e s s .  Whether t h e  PP 
anal v < i  < i < t.n d ~ a l  with the inv~stment worth o f  a cnmmprciall v  0 n ~ r a t . d  
p r o j e c t  o r  t h e  l e a s t  c o s t  d e t e r m i n a t i o n  o t  a  non-cornmerc ia~ l y  o p e r a t e d  
p r o j e c t ,  t h e  r e s u l t s  o f  t h e  f i n a n c i a l  a n a l y s i s  a r e  a  necessary  i n p u t  t o  
t h e  economic a n a l y s i s .  

T rans .  Memo. No. 

3:69 

C o n s i d e r a t i o n s  o f  economic aspec ts  a t  t h e  PID s t a g e  s h o u l d  i n c l u d e  t h e  
f o l l o w i n g :  

AID HANDBOOK 3  

- - d e t e r m i n e  t h e  a p p r o p r i a t e n e s s  o f  i n v e s t i n g  t h e  i n t e n d e d  amount 
o f  s c a r c e  r e s o u r c e s  i n  t h e  p rob lem a r e a  o r  a c t i v i t y  i d e n t i f i e d ;  

- - d e s c r i b e  m a j o r  c a t e g o r i e s  o f  c o s t s  and b e n e f i t s  and, t o  t h e  
e x t e n t  p r a c t i c a b l e ,  d i s c u s s  t h e  economic m e r i t s  o f  t h e  
proposed concep t ;  
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- - examine t h e  m e r i t s  of t h e  proposed approach i n  comparison t o  
a l t e r n a t i v e  uses o f  t h e  same resources;  

- - cons ide r  poss i  b i l  i t i e s  f o r  ach iev i ng  i n t e r n a l  e f f i c i e n c y  by 
use of  d i f f e r e n t  des igns,  imp1 ementat i  on method01 o g i  es, e t c .  

* --  de te rmine  how t h e  p r o j e c t  m igh t  o p t i m i z e  t h e  use and expansion 
of women's p r o d u c t i v e  c a p a c i t y  t o  ensure s u s t a i n a b l e  n a t i o n a l  
economic progress.  dc 

The P:[D shou ld  s p e c i f y  t h e  t y p e  o f  f i n a n c i a l  and economic a n a l y s i s  t h a t  
i s  i n t ended  t o  be performed i n  t h e  course o f  p r o j e c t  development (see 
t h e  d e s c r i p t i o n  i n  Appendices 3D and 3E i n  Chapter 3  o f  t h i s  Handbook). 
The t y p e  o f  a n a l y s i s  chosen w i l l  have i m p l i c a t i o n s  f o r  des ign  resources  
and t h e  p r o j e c t  development schedule.  For  example, i f  a 
c o s t - e f f e c t i v e n e s s  ( l e a s t - c o s t )  a n a l y s i s  i s  chosen, analyze a t  l e a s t  two 
a1 t e r n a t i v e  des igns  f o r  comparison purposes. I f  ma jo r  i n f o r m a t i o n  
d e f i c i e n c i e s  e x i s t  r e g a r d i n g  t h e  a v a i l a b i l i t y  o f  t h e  r e l e v a n t  f i n a n c i a l  
and economic i n f o rma t i on ,  such d e f i c i e n c i e s  shou ld  be i d e n t i f i e d  and 
s teps  t o  overcome them d u r i n g  p r o j e c t  development d iscussed.  

T h i s  prob lem may n e c e s s i t a t e  t h e  i n s t a l l a t i o n  o f  a  f i n a n c i a l  and 
economic i n f o r m a t i o n  system t o  produce t h e  r e q u i r e d  d a t a  d u r i n g  t h e  
des ign  and implementat ion stages. Unless these  i ssues  a re  c a r e f u l l y  
examined and d e l i n e a t e d  a t  t h e  PID s tage  (and resources  ass igned t o  t h i s  
t ask ) ,  t h e  p r e p a r a t i o n  o f  an accep tab le  PP w i t h  an adequate f i n a n c i a l  
and economic a n a l y s i s  and j u s t i f i c a t i o n  i s  p r o b l e m a t i c a l .  

c .  Relevant  Exper ience w i t h  S i m i l a r  P r o j e c t s  - I n  deve lop ing  a 
PID, t h e  o r i g i n a t i n g  o f f i c e  should  cons ider  r e l e v a n t  exper ience  w i t h  
s i m i l a r  p r o j e c t s ,  f ocus ing  p a r t i c u l a r l y  on p r o j e c t s  and p r o j e c t  
e v a l u a t i o n s  t h a t  have taken  p l ace  i n  t h e  same coun t r y .  A v a i l a b l e  
i n f o r m a t i o n  on comparable p r o j e c t s ,  on t h e  p r o j e c t  area, and on t h e  
socio-economic c h a r a c t e r i s t i c s  o f  p r o j e c t  p a r t i c i p a n t s ,  e s p e c i a l l y  
in tended  b e n e f i c i a r i e s ,  shou ld  be assessed. The PID w i l l  summarize 
these  assessments, f ocus ing  on seasons f o r  successes and f a i l u r e s ,  and 
show how t h e  proposed p r o j e c t  w i l l  dea l  w i t h  problems i d e n t i f i e d  i n  
e a r l i e r  p r o j e c t s .  Where poss ib l e ,  t h e  PID should  i d e n t i f y  gaps i n  t h e  
a v a i l a b l e  i n f o r m a t i o n  t o  be f i l l e d  i n  subsequent p r o j e c t  development. 

d. Borrower/Grantee o r  Rec ip i en t  Count ry  Aqency - The PID should  
i d e n t i f y  which r e c i p i e n t  coun t r y  Agency ( o r  Borrower/Grantee 
o rgan . i za t ion )  i s  expected t o  p a r t i c i p a t e  i n  t h e  p r o j e c t  des ign  and i n  
imp lementa t ion .  E a r l y  c o n s i d e r a t i o n  can g i v e  AID and t h e  

--- 

+ Revised 



Borrower /Grantee (B/G) t i m e  t o  i d e n t i f y  i n s t i t u t i o n a l ,  pe rsonne l  o r  
f u n d i n g  i s s u e s  w h i c h  may need r e s o l v i n g  so t h a t  t h e  B/G Agency's can t o  
c a r r y  o u t  a n t i c i p a t e d  r e s p o n s i  b i l  i t i e s ,  and s h o u l d  i d e n t i f y  any 
t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  needed t o  imp1 ement t h e  p r o j e c t .  A1 so 
c o n s i d e r  what  demands a r e  l i k e l y  t o  be made on t h e  B/G o r  i t s  Agency f o r  
c o n t r a c t o r  s u p p o r t .  The assessments a f f e c t  c o s t s ,  s t a f f i n g ,  t r a i n i n g  
( i n c l u d i n g  any needs f o r  ove rseas  t r a i n i n g ) ,  o r g a n i z a t i o n a l  needs and 
t h e  t i m e  span i n  wh ich  a  p r o j e c t  can be implemented.  The PID s h o u l d  
a l s o  i n d i c a t e  t h e  e x t e n t  t o  w h i c h  e n t i t i e s  w h i c h  wou ld  c a r r y  o u t  t h e  
p r o j e c t  (B/G agenc ies ,  PVOs, e t c . )  agree t h a t  t h e  PID w i l l  s a t i s f y  a  
r e a l  need, and how d i f f e r e n t  g roups w i l l  p a r t i c i p a t e  i n  i m p l e m e n t a t i o n .  

Page No. 
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e. AID S u ~ o o r t  Requirements C a p a b i l i t y  - M i s s i o n  and AID/\ 
p r o j e c t  r e s p o n s i b i l i t i e s  s h o u l d  be o u t l i n e d  and l o n g - t e r m  s t a f f  
i m p l i c a t i o n s  f o r  imp lemen t ing  and m o n i t o r i n g  t h e  p r o j e c t  d i s c u s s e d .  I f  
c r i t i c a l l y  needed M i s s i o n  o r  o t h e r  AID s t a f f  a r e  n o t  r e a l i s t i c a l l y  g o i n g  
t o  be a v a i l a b l e ,  i t  may be i m p o s s i b l e  t o  proceed w i t h  t h e  p r o j e c t  o r  i t  
may have t o  be r e v i s e d  t o  o m i t  t h e  most  s t a f f - i n t e n s i v e  phases. The 
a b i l i t y  o f  t h e  M i s s i o n  t o  p r o v i d e  p r o j e c t  s u p p o r t  s e r v i c e s  t o  t h e  
c o n t r a c t o r s  s h o u l d  a l s o  be assessed, and any i s s u e s  s h o u l d  be i d e n t i f i e d  
i n  t h e  PID. 

f .  E s t i m a t e d  Costs  and Methods o f  Fund inq  - I n  most  PIDs, i t  w i l l  
n o t  be p o s s i b l e  t o  a c c u r a t e l y  d e t e r m i n e  c o s t s  and/or  methods o f  
f i n a n c i n g .  The M i s s i o n  ( o r  o r i g i n a t i n g  Bureau) shou ld ,  n o n e t h e l e s s ,  
g i v e  i t s  b e s t  e s t i m a t e  o f  t h e  p r o j e c t ' s  f i n a n c i a l  needs and mechanisms. 
Good judgment  o f  t h e  p r o p e r  o r d e r  o f  magni tude i s  more i m p o r t a n t  a t  t h i s  
s t a g e  t h a n  p r e c i s e  e s t i m a t e s  o f  d e t a i l e d  c o s t  components. The PID 
s h o u l d  i n d i c a t e  what AID w i l l  p r o b a b l y  f i n a n c e ,  and d i s c u s s  t h e  m e r i t s  
o f  l o a n  o r  g r a n t  f u n d i n g .  A  s i m p l e  p r o - f o r m a  budge t  s h o u l d  o u t l i n e  t h e  
m a j o r  p r o j e c t  e lements ,  and t h e i r  e s t i m a t e d  c o s t ,  and show p o s s i b l e  AID, 
B/G and o t h e r  p a r t i c i p a n t s '  c o n t r i b u t i o n s .  I f  t h e  PID i n c l u d e s  a  
p a r t i c i p a n t  t r a i n i n g  component, t h e  budget  f o r  t h a t  component s h o u l d  
u t i l i z e  t h e  T r a i n i n g  Cost  A n a l y s i s  system o f  s t a n d a r d i z e d  b u d g e t i n g ,  as 
d e t a i l e d  i n  Handbook 10, P a r t i c i ~ a n t  T r a i n i n q .  A p p r o p r i a t e  a l l o w a n c e s  
f o r .  i n f l a t i o n  s h o u l d  be made, p a r t i c u l a r l y  s i n c e  t h e  approved p r o j e c t  
may n o t  b e g i n  f o r  some t i m e .  Do n o t  i d e n t i f y  i n  t h i s  s e c t i o n  t h e  
f i n a n c i a l  r e s o u r c e s  w h i c h  AID o r  o t h e r s  w i l l  have t o  c o n t r i b u t e  t o  
d e v e l o p  t h e  p r o j e c t  t o  a u t h o r i z a t i o n .  T h i s  d e s i g n  c o s t  i s  t o  be 
i d e n t i f i e d  as p a r t  o f  t h e  d e s i g n  s t r a t e g y  (see b e l o w ) .  

E f f e c t i v e  Da te  

Dec. 7, 1987 
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g. Desiqn S t r a t e q v  - T h i s  s e c t i o n  shou ld  d i scuss  t h e  
r e s p o n s i b i l i t i e s  o f  t h e  M iss ion ,  AID/W, Rec ip i en t  Count ry  o f f i c i a l s ,  ( i f  
d i f f e r e n t )  t h e  Borrower/Grantee and o t h e r  donors and p a r t i c i p a n t s  f o r  
deve lop ing  t h e  p r o j e c t  t o  t h e  'P ro jec t  Paper (PP) stage, and a d d i t i o n a l l y  
assess t h e  a b i l i t y  o f  each t o  meet these r e s p o n s i b i l i t i e s .  The PID 
shou ld  o u t l i n e  how t h e  more d e t a i l e d  analyses, and o t h e r  documentary 
p a r t s  o f  t h e  PP w i l l  be undertaken, and should  i d e n t i f y  t h e  t y p e  and 
source o f  p r o f e s s i o n a l  s k i l l s  r e q u i r e d .  The PID shou ld  a l s o  es t ima te  
t h e  t i m e  and c o s t  r e q u i r e d  t o  complete t h e  des ign  work. The AID s t a f f  
commit tee r e s p o n s i b l e  f o r  deve lop ing  t h e  p r o j e c t  shou ld  be i d e n t i f i e d .  
F i n a l l y ,  a  recommendation f o r  approval  t o  proceed t o  t h e  PP s tage  should  
be made. I f  t h e  o r i g i n a t i n g  o f f i c e  wishes approva l  a u t h o r i t y  f o r  t h e  
PP, a l t hough  t h e  f und ing  proposed exceeds i t s  de lega ted  limit, t h e  
reques t  shou ld  be i nc l uded  i n  t h i s  s e c t i o n  o f  t h e  PID. No tw i t hs tand ing  
a u t h o r i t y  o f  t h e  O r i g i n a t i n g  O f f i c e  t o  approve t h e  PP, i f  t h e  o f f i c e  
d e s i r e s  t h a t  AID/W rev i ew  and approve t h e  PP, a  s ta tement  should  be made 
and t h e  reasons ou t1  ined.  

h. Recommended Environmental  Thresho ld  Dec i s i on  - Most 
proposed p r o j e c t s  w i l l  r e q u i r e  an I n i t i a l  Environmental  Examinat ion 
(IEE) , t o  i d e n t i f y  reasonably  fo reseeab le  env i ronmenta l  impacts and t o  
recommend any f u r t h e r  necessary env i ronmenta l  eva l  u a t  i on. The Agency's 
Environmental  Procedures (see AID Regu la t i on  16, Appendix 2D t o  t h i s  
Handbook) i n d i c a t e  when an I E E  i s  r e q u i r e d .  The IEE i s  accompanied by a 
Threshold  Dec i s i on  s igned  by t h e  o f f i c e r  s i g n i n g  t h e  PID. T h i s  i s  
rev iewed w i t h  t h e  PID and d e f i n e s  whether f u r t h e r  Environmental  A n a l y s i s  
(EA) o r  Environmental  Impact Ana l ys i s  (EIS)  (see Appendix 2D f o r  
d e t a i l  s)  w i l l  be r e q u i r e d  i n  connec t ion  w i t h  p r o j e c t  p r e p a r a t i o n .  The 
IEE addresses t h e  reasonab ly  fo reseeab le  impact o f  an a c t i o n  on t h e  
p h y s i c a l  and human environment.  I f  f u r t h e r  env i ronmenta l  a n a l y s i s  seems 
warranted,  t h e  I E E  shou ld  i d e n t i f y  reasonable  a1 t e r n a t i v e s  t o  t h e  
proposed a c t i o n  which should  be eva lua ted  i n  d e t a i l  i n  an EA o r  EIS. 
The body o f  t h e  PID may summarize t h e  recommended Threshold  Dec is ion ,  
and a t t a c h  t h e  IEE as an annex. 

When a PID i s  approved, i t  cou ld  be determined t h a t :  (a )  no f u r t h e r  
env i ronmenta l  examina t ion  i s  needed because t h e  p r o j e c t  i s  n o t  l i k e l y  t o  
have a s i g n i f i c a n t  e f f e c t  on t h e  phys i ca l  and human environment;  ( b )  t h e  
p r o j e c t  needs t o  be f u r t h e r  developed b e f o r e  such a de te rmi  n a t i o n  can be 
made, and, as an i n t e r m e d i a t e  ac t i on ,  env i ronmenta l  e x p e r t i s e  s h a l l  be 
i n c l u d e d  i n  t h e  p r o j e c t  des ign  team; ( c )  env i ronmenta l  impac t (s )  i s  n o t  
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s i g n i f i c a n t  enough t o  r e q u i r e  an EA o r  EIS b u t  s t i l l  needs t o  be 
addressed i n  p r o j e c t  des ign;  o r  ( d )  t h e  p r o j e c t  d e f i n i t e l y  w i l l  r e q u i r e  
e i t h e r  an EA o r  EIS as a  b a s i s  f o r  f i n a l  p r o j e c t  des ign  d e c i s i o n s .  
Regu la t i on  16 d e f i n e s  t h e  c r i t e r i a  f o r  s e l e c t i n g  e i t h e r  an EA o r  EIS. 
I f  d e c i s i o n  ( b )  above i s  reached, a  t ime  schedule  should  be e s t a b l i s h e d  
t o  ensure an e a r l y  d e c i s i o n  on whether an EA o r  an EIS i s  needed. 

i. AID Pol i c y  I ssues  - P r o j e c t  r e l a t e d  p o l i c y  o r  s t r a t e g y  
i ssues  on which t h e  o r i g i n a t i n g  o f f i c e  wishes d i scuss ion ,  d e c i s i o n  o r  
gu idance can be summarized i n  t h i s  s e c t i o n  o r  i n  e a r l i e r  p a r t s  o f  t h e  
PID. A lso ,  t h e  p o t e n t i a l  need f o r  wa ive rs  o f  AID procedures o r  
requ i rements  should  be d iscussed i n  t h i s  s e c t i o n ,  i f  s u f f i c i e n t  d e t a i l s  
a r e  known a t  t h i s  s tage  o f  p r o j e c t  development. I f  AID/W approva l  i s  
g i v e n  on a  reques ted  wa iver  a t  t h e  PID s tage  (e .g . ,  approval  by t h e  
A d m i n i s t r a t o r ) ,  t h e  p r o j e c t  may be 1  a t e r  a u t h o r i z e d  by t h e  a p p r o p r i a t e  
o f f i c i a l  as determined by p r o j e c t  f a c t o r s  o t h e r  t han  t h e  wa i ve r .  (See 
Chapter 5 ,  P r o j e c t  A u t h o r i z a t i o n ,  f o r  d e t a i l s . )  

2E. Responsi b i l  i t  i e s  and Procedures f o r  P reua r i  nq and Process i  nq PIDs 

1. When i r e  PIDS Prepared and Submit ted? 

a. PIDs f o r  New P r o j e c t s  - A  PID must be submi t ted  f o r  a l l  new 
a c t i v i t i e s .  PIDs may be submi t ted  any t i m e  an i d e a  o r  s o l u t i o n  t o  a  
prob lem i s  s u f f i c i e n t l y  developed t o  s a t i s f y  p r e l i m i n a r y  judgments as t o  
t h e  concep t ' s  appropr ia teness  and p . r i o r i  t y  f o r  a1 1  o c a t i o n  o f  development 
resources .  Submission, rev iew,  and approval  o f  PIDs i s  encouraged 
th roughou t  t h e  y e a r  ( g e n e r a l l y  d u r i n g  t h e  F i s c a l  Year p r i o r  t o  t h e  
in tended  y e a r  o f  P r o j e c t  Paper submiss ion)  t o  a l l o w  s u f f i c i e n t  t i m e  t o  
devel  op t h e  p r o j e c t  and t o  a v o i d  hav ing  i nadequa te l y  prepared documents' 
submi t ted  t o  meet programming o r  budget dead1 i n e s .  

There i s  no s p e c i f i c  d e a d l i n e  f o r  t h e  submission o f  PIDS. They may a l s o  
be submi t ted  f o r  p r o j e c t s  which a re  in tended  f o r  approva l  and fund ing  
d u r i n g  t h e  FY o f  P I0  submission. 

b. PIDs f o r  Second Staqe an Add-On Type P r o j e c t s  

( 1 )  Abbrev ia ted  PIDs may be prepared f o r  t h e  c o n t i n u a t i o n  and 
expans ion o f  on-go ing a c t i v i t i e s  where t h e  b a s i c  development proposal  
and r e l a t e d  p o l i c y  i ssues  have been addressed i n  t h e  i n i t i a l  p r o j e c t  and 
remain v a l i d  and e s s e n t i a l l y  unchanged. The f o l l o w i n g  types  o f  p r o j e c t s  
a r e  i l l u s t r a t i v e :  



- - ex tens ion  o f  an ongoing p r o j e c t ,  w i t h  o r  w i t h o u t  a d d i t i o n a l  
e lements,  t o  i nc rease  i t s  impact,  
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- - r e p l i c a t i o n  o f  an on-go ing p r o j e c t  i n  a  new geographic  area.  

NOTE: I n  v i r t u a l l y  a l l  cases, d e c i s i o n s  t o  submi t  abb rev i a ted  PIDs - 
should  be based on p r o j e c t  e v a l u a t i o n s  which c o n f i r m  t h e  e s s e n t i a l  
v a l i d i t y  o f  t h e  p r o j e c t  concept and des ign,  and demonstrate p o s i t i v e  
impact.  I f  a  second s tage p r o j e c t  i n v o l v e s  ma jo r  i ssues  o r  changes i n  
concept o r  des ign  which would make e x i s t i n g  PP documentat ion m i s l ead ing ,  
f u l l  PIDs shou ld  be submi t ted .  
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( 2 )  I n f o r m a t i o n  Reauirements: The e x t e n t  t o  which a  PID can 
be shor tened w i l l  depend upon t h e  p r o j e c t  c i rcumstances i n  each case and 
t h e  a v a i l a b i l i t y  o f  c u r r e n t  i n f o r m a t i o n  i n  AID/W on t h e  conduct o f  t h e  
i n i t i a l  p r o j e c t .  The PID should  a t  l e a s t :  show how t h e  p r o j e c t  w i l l  
conform t o  t h e  CDSS; c o n f i r m  t h e  p resen t  v a l i d i t y  o f  ana lyses i n  t h e  
e a r l i e r  PP; i n d i c a t e  t o  what e x t e n t  t h e  f o l l o w - o n  o r  second-stage 
p r o j e c t  w i l l  d i f f e r  f rom t h e  on-go ing a c t i v i t y  i n  terms o f  o b j e c t i v e s ,  
a c t i v i t i e s  and b e n e f i c i a r i e s ;  d e f i n e  es t imated  cos t s ,  t h e  p r o j e c t  
p r e p a r a t i o n  s t r a t e g y ,  and r e c o n f i r m  ( i f  a p p r o p r i a t e )  t h e  p r i o r  
env i ronmenta l  examinat ion.  . New issues,  i f  any, should  be i d e n t i f i e d  and 
d iscussed.  Accomplishments and s h o r t f a l l s  o f  t h e  o r i g i n a l  p r o j e c t  
shou ld  be summarized, drawing on p e r t i n e n t  e v a l u a t i o n s .  The elements o f  
a  PID which can be shortened f o r  an e s s e n t i a l l y  unchanged second-stage 
p r o j e c t  i n c l u d e  those where re fe rence  t o  e x i s t i n g  documentat ion w i l l  be 
app rop r i a t e ,  o r  where sumniary p r e s e n t a t i o n  d e s c r i p t i o n  and r e l a t i o n  t o  
t h e  CDSS, p r o j e c t  p r e p a r a t i o n  s t r a t e g y  and t h e  IEE a re  t h e  s e c t i o n s  
which c o u l d  be shortened o r  r e fe renced  depending on d i f f e r e n c e s  between 
on-go ing a c t i v i t i e s  and t h e  second-stage p r o j e c t .  

c .  M o d i f i c a t i o n s  a t  t h e  PID Staqe 

E f f e c t i v e  Date 

Sent .  30, 1982 

If, a f t e r  PID approva l  b u t  e a r l y  i n  t h e  p r o j e c t  development 
stage, s i q n i f i c a n t  m o d i f i c a t i o n s  a re  determined necessary (see Chapter 
13 f o r  d i s c u s s i o n ) ,  t h e  O r i g i n a t i n g  O f f i c e  should  c a b l e  o r  o therw ise  
adv ise  i t s  Bureau about t he  proposed changes. The purpose o f  t h i s  
adv i ce  i s  t o  keep AID/W in formed and, i f  t h e  m o d i f i c a t i o n s  r ep resen t  a  
s i g n i f i c a n t  depa r t u re  from e a r l i e r  p recep ts ,  e .g . ,  major  i nc rease  i n  
development resources  o r  p r o j e c t  cos t ,  t o  o b t a i n  Bureau c l ea rance  p r i o r  
t o  commi t t i ng  such resources .  I f  t h e  ~ r o p o s e d  m o d i f i c a t i o n  would r e s u l t  
i n  an e s s e n t i a l l y  new p r o j e c t  w i t h  d i f f e r e n t  o b j e c t i v e s ,  then  t h e  o l d  
PID should  be cance l l ed  and a  new one submi t ted .  
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2. Where a r e  PIDs P r e ~ a r e d ?  
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PIDs a r e  prepared by: 

a. t h e  AID M iss i on  under whose d i r e c t  ausp ices t h e  development o f  
t h e  p r o j e c t  i s . t o  be  c a r r i e d  ou t .  PIDs may a l s o  be prepared by a  
Regional  Bureau O f f i c e  on b e h a l f  o f  t h e  M i ss i on ;  and 

E f f e c t i v e  Date 

S e ~ t .  30, 1962 

b. t h e  AID Bureau o r  O f f i c e  which w i l l  have imp lementa t ion  
m o n i t o r i u g  r e s p o n s i b i l i t y  f o r  a  p r o j e c t  which i s  t o  be c a r r i e d  o u t  i n  
t h e  f i e l d .  

c .  t h e  e n t i t i e s  desc r i bed  i n  a) and b )  w i l l  be known i n  t h i s  
chap te r  as " O r i g i n a t i n g  O f f i c e s . "  

Trans. Memo. No. 

3:69 

3. Who P r e ~ a r e s  PIDs? 
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a. Develop ing a  PID i s  t h e  r e s p o n s i b i l i t y  o f  t h e  P r o j e c t  O f f i c e r ,  
as ass igned by t h e  P r i n c i p a l  O f f i c e r  o f  a  f i e l d  pos t ,  e.g. ,  M i s s i o n  
D i r e c t o r  o r ,  as app rop r i a t e ,  t h e  P r o j e c t  O f f i c e r  des igna ted  by t h e  
r e s p o n s i b l e  AID/W O f f i c e  o r  Bureau. 

b.  The recommended p r a c t i c e  i s  t o  form a  P r o j e c t  Committee f o r  
t h e  p r e p a r a t i o n  o f  t h e  PID under t h e  l e a d e r s h i p  o f  t h e  des igna ted  
P r o j e c t  O f f i c e r .  The compos i t i on  o f  t h a t  Committee w i l l  v a r y  accord ing  
t o  t h e  n a t u r e  and comp lex i t y  o f  t h e  p r o j e c t .  I n c l u d e  personnel  w i t h  
a n a l y t i c a l  and e x p e r i e n t i a l  s k i  11 s  essen t i  a1 t o  t h e  i n v e s t i g a t i o n  and 
des ign  o f  t h e  a c t i v i t y .  

c .  C o l l a b o r a t i o n  w i t h  Rec ip i en t  Count ry  o f f i c i a l s  and, as 
a p p r o p r i a t e ,  Borrower/Grantee r e p r e s e n t a t i v e s ,  i s  encouraged d u r i n g  
development o f  t h e  bas i c  PID concepts.  However, such c o l l a b o r a t i o n  must 
n o t  r e s u l t  i n  commitments be ing  made on b e h a l f  o f  t h e  U.S. Government t o  
develop t h e  concept  p r i o r  t o  r e c e i p t  o f  approva l  o f  t h e  PID by AID/W. 

4 .  Form o f  Submission 

a. Reqular  PTDs 

1 )  The o u t l i n e  d e s i r e d  i s  presented i n  Sec t i on  2C o f  t h i s  
Chapter.  The PID should  be l i m i t e d  t o  15 s ing le -spaced ,  t yped  pages. 
PIDs f o r  sma l l ,  s imp le  p r o j e c t s  should  be much s h o r t e r .  The l a t t e r  may 
be submi t ted  by cab1 e. 



2) The PID must be p resen ted  under  t h e  cover  o f  a  PID 
Facesheet (see Appendix 2A). ( I f  a  PID i s  s u b m i t t e d  by c a b l e ,  t h e  
Regiona l  Bureau can p r e p a r e  and s i g n  a  PID Facesheet on b e h a l f  o f  t h e  
M i s s i o n . )  
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3)  PIDs may be accompanied by an I n f o r m a t i o n  R e t r i e v a l  
r e q u e s t  ( see  Appendix 2B) whenever t h e  o r i g i n a t i n g  o f f i c e  wishes a  
search  f o r  i n f o r m a t i o n  c o n c e r n i n g  AID and o t h e r  donors '  p a s t  exper ience  
p e r t i n e n t  t o  a  proposed p r o j e c t .  

b .  A b b r e v i a t e d  PIDs f o r  Second Stase o r  Add-On Type P r o j e c t s  
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Submiss ion o f  t h e  a b b r e v i a t e d  PID i n  c a b l e  f o r m  i s  
recommended. M i s s i o n s  shou ld  i n c l u d e  s u f f i c i e n t  i n f o r m a t i o n  so t h a t  t h e  
PID Facesheet can be p repared  and s i g n e d  by t h e  Regiona l  Bureau. 

c .  PID Amendments 

E f f e c t i v e  Date  

S e ~ t .  30, 1962 

When r e q u i r e d ,  changes i n  PID Facesheets and r e v i s i o n s  i n  PIDs 
shou ld  be s u b m i t t e d  t o  AID/W by c a b l e .  
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. 5 .  O f f i c e s  t o  wh ich  PIDs a r e  Submi t ted  

a. F i e l d - o r i g i n a t i n g  PIDs a r e  s e n t  t o  t h e  r e s p o n s i b l e  AID/\ 
Bureau. 

b. PIDs o r i g i n a t i n g  i n  an AID/W b u r e a u ' a r e  s u b m i t t e d  by t h e  
D i r e c t o r  o f  t h e  sponsor ing  AID/W o f f i c e  t o  t h e  Bureau A s s i s t a n t  
A d m i n i s t r a t o r .  

6. Bureau R e s p o n s i b i l i t i e s  f o r  PID R e c e i p t  and Review 

a. Bureaus a r e  r e s p o n s i b l e  f o r  m a i n t a i n i n g  a  system f o r  
c o n t r o l l i n g  r e c e i p t ,  p r o c e s s i n g  and response a c t i o n s  f o r  a l l  PIDs. 

b. Bureaus w i l l  e s t a b l i s h  t h e i r  own p rocedures  f o r  p r o c e s s i n g  and 
d i s t r i b u t i n g  PIDs, b u t  i n  genera l  t h e  system w i l l  i n c l u d e :  

- - Assignment o f  an o f f i c e ( r )  t o  screen each PID f o r  completeness 
b e f o r e  r e p r o d u c t i o n  and d i s t r i b u t i o n ;  

- - D e s i g n a t i o n  o f  an o f f i c e ( r )  h a v i n g  r e s p o n s i b i l i t y  f o r  
o r g a n i z i n g  t h e  PID Review Committee; 



- - Maintenance o f  a  c o n t r o l  l o g  (see 8.d be low) ;  
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- - D i s t r i b u t i o n  o f  t h e  PID, i ssues  paper (when a p p r o p r i a t e )  and 
n o t i f i c a t i o n  memorandum f o r  Bureau PID rev i ew  meet ings.  

c .  Bureaus no rma l l y  have two rev iews  o f  PIDs: 

E f f e c t  i ve Date 

Sept. 30, 1982 

. - -  An i n f o r m a l  r ev i ew  which develops t h e  i ssues  paper, and; 

- - A  fo rma l  r ev i ew  by t h e  Bureau P r o j e c t  Adv i so r y  Committee ( o r  
e q u i v a l e n t ) ,  c h a i r e d  by t h e  Bureau AA o r  h i s  designee. 
Committee r e p r e s e n t a t i v e s  f rom FM, GC, SER/COM, SER/CM, and 
PPC a t t e n d  bo th  meet ings when a p p r o p r i a t e .  
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NOTE: I f  a t  t h e  t ime  o f  t h e  PID rev i ew  i t  i s  known t h a t  A/AID needs t o  - 
approve t h e  p r o j e c t  o r  p a r t s  o f  i t  because o f  env i ronmenta l ,  
congress iona l  o r  o t h e r  p o l i c y  issues,  unreso lved  a u d i t ,  ques t ions ,  
e v a l u a t i o n  f i n d i n g s  o r  wa ive rs ,  t h e  PID i s  r e f e r r e d  t o  A/AID f o r  
conc l l r rence and/or approval  . 
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7. PID Reviews 

a. The PID Review i s  c h a i r e d  by t h e  Bureau A s s i s t a n t  
A d m i n i s t r a t o r ,  o r  h i s / he r  designee. Abbrev ia ted  PIDs and PID amendments 
w i l l  be s u b j e c t  t o  t h e  normal PID rev i ew  and approva l  process.  

b. The PID r e v i e w  i s  n o t  in tended  t o  i n c l u d e  d e t a i l e d  a n a l y s i s  o f  
t h e  p r o j e c t .  It w i l l  v a r y  depending upon n a t u r e  o f  t h e  p r o j e c t ,  b u t  i n  
genera l  w i l l  focus on: 

( 1 )  m e r i t s  o f  f i n a n c i n g  t h e  proposed a c t i v i t y  i n  t h e  l i g h t  o f  
t h e  o v e r a l l  AID coun t r y  s t r a t e g y  (CDSS) and a l t e r n a t i v e  a c t i v i t i e s  which 
AID m igh t  o the rw i se  suppor t ;  

( 2 )  cons is tency  o f  t h e  proposed a c t i v i t y  w i t h  a p p l i c a b l e  
s t a t u t o r y  and p o l i c y  c r i t e r i a ;  

( 3 )  p o t e n t i a l  impact o f  t h e  proposed a c t i v i t y  w i t h  r e s p e c t  
t o :  b a s i c  human needs, e q u i t y ,  environment,  women i n  development, 
energy u t  i 1  i z a t  i on, e t c .  ; 

( 4 )  p r i o r i t y  a t tached  t o  t h e  problem by t h e  R e c i p i e n t  Count ry  
government and/or Borrower/Gran t e e  ; 



(5) p o s s i b l e  c o n f l i c t s  between t h e  p r i o r i t y  assigned t o  t h e  
p r o j e c t  by AID and t h e  views o f  t h e  Rec ip i en t  Count ry  and/or 
Borrower/Grantee; 
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(6 )  whether t h e  proposed s o l u t i o n  i s  l o g i c a l ,  reasonable  and 
t h e  b e s t  cho i ce  among a1 t e r n a t i v e s ;  

(7 )  i d e n t i f i c a t i o n  o f  d e f i c i e n c i e s ,  i f  any, i n  t h e  
p r e l i m i n a r y  p r o j e c t  concept and methodology; 

Trans. Memo. No. 

3:69 

(8) l essons  l ea rned  f rom exper ience w i t h  s i m i l a r  p r o j e c t s ;  

(9) c a p a c i t y  o f  t h e  Borrower/Grantee t o  implement t h e  
proposed p r o j e c t  ( i . e . ,  personnel ,  i n s t i t u t i o n a l ,  f i n a n c i a l  r esou rces ) ;  

E f f e c t i v e  Date 

'lay 4, 1988 

(10)  whether t h e  F i e l d  M i ss i on  has t h e  c a p a b i l i t y  t o  mon i t o r  
p r o j e c t  implementat ion.  I f  n o t ,  what arrangements must be made t o  
assure t h a t  t h e  c a p a b i l i t y  w i l l  be i n  p l ace  a t  t h e  t i m e  o f  
i r r~p len ientat ion? 
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(11) c a p a c i t y  o f  t h e  AID M iss i on  t o  complete p r o j e c t  
p r e p a r a t i o n .  I f  d e f i c i e n t ,  s p e c i f i c a t i o n  o f  arrangements t o  be made by 
t h e  M i ss i on  and/or AID/W t o  p r o v i d e  i n f o r m a t i o n ,  personnel  resources and 
funds on a  t i m e l y  bas i s .  (Any s p e c i f i c  r eques t  f o r  i n f o r m a t i o n  concer -  
n i n g  pas t  exper ience p e r t i n e n t  t o  t h e  proposed p r o j e c t  o r  f o r  funds o r  
s t a f f  t o  h e l p  p repare  t h e  PP should  be addressed by t h e  Bureau Review 

' Committee. ) 

c .  Some issues  r a i s e d  d u r i n g  t h e  PID rev i ew  may n o t  be r e s o l v a b l e  
a t  t h e  PID s tage.  I f  t hey  a re  t o  be addressed l a t e r ,  a p p r o p r i a t e  
recommendations o f  t h e  Review Committee must be i n c o r p o r a t e d  i n  t h e  
Bureau message t o  t h e  O r i g i n a t i n g  O f f i c e .  I f  t h e r e  a r e  any major  
disagreements between Committee merr~bers about i ssues  o r  t h e  f i n a l  
d e c i s i o n  t o  approve o r  d isapprove t h e  PID which cannot be reso l ved  
between Bureaus, such disagreements s h a l l  be r e f e r r e d  t o  t h e  
A d m i n i s t r a t o r  o r  h i  s/her Deputy f o r  f i n a l  r e s o l u t i o n .  

d. P r o j e c t s  which c o n t a i n  s a l a r y  supplementat ion o f  h o s t  
government employees must be submi t ted  t o  AID Washington f o r  approval  by 
t h e  a p p r o p r i a t e  A s s i s t a n t  A d m i n i s t r a t o r .  The d e f i n i t i o n s ,  r u l e s  on 
s a l a r y  supplements and payments t o  i n d i v i d u a l s  which a r e  n o t  cons idered  
t o  be s a l a r y  supplements a re  con ta ined  i n  Handbook 1, P o l i c y ,  P a r t  V I I .  



8. AID/W Dec i s i on  on PTDs 
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a. The Responsible Bureau w i l l  r e v i ew  t h e  PID and Review 
Committee recommendations and make a  d e c i s i o n  on t h e  document and, i f  
a p p r o p r i a t e ,  on supplementary i n f o r m a t i o n  t h e r e t o .  The d e c i s i o n  w i  11 
u s u a l l y  be one o f  t h e  f o l l o w i n g :  

- - approva l  w i t h  a p p r o p r i a t e  guidance f o r  p r o j e c t  des ign ;  

E f f e c t i v e  Date 

Sept. 30, 1982 

- - c o n d i t i o n a l  approva l  w i t h  e x p l i c i t  requ i rements  f o r  g r a n t i n g  
f u l l  approva l ,  p l u s  a p p r o p r i a t e  gu idance f o r  p r o j e c t  des ign;  

- - approva l  and guidance on p r o j e c t  des ign,  b u t  w i t h h o l d i n g  f i n a l  
p r o j e c t  paper approva l  f o r  AID/\, i n c l u d i n g  c i t i n g  t h e  reasons 
t h e r e f o r ,  o r ;  

Trans. Memo. No. 
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- - d i sapp rova l ,  i n c l u d i n g  t h e  bas i s  f o r  r e j e c t i o n ;  

AID HANDBOOK 3 

NOTE: I n  some ins tances ,  t h e  d e c i s i o n  o f  t h e  Review Committee 
may be t o  d i f f e r  comp le t ion  o f  t h e  r ev i ew  u n t i l  supplementary 
i n f o r m a t i o n  o r  a  r e v i s e d  PID i s  ob ta i ned  f rom t h e  O r i g i n a t i n g  
O f f i c e .  As another  op t i on ,  an i n t e r i m  r e p o r t  g i v i n g  
i n f o r m a t i o n  f o r  one o f  t h e  d e c i s i o n  o p t i o n s  c i t e d  above may be 
requested.  However, these rev iew o r  d e c i s i o n  a l t e r n a t i v e s  
cause d e l  ays and a d d i t i o n a l  paperwork and t h e r e f o r e ,  a1 though 
p e r m i s s i b l e ,  shou ld  be used s p a r i n g l y .  I n  a l l  cases, t h e  
d e c i s i o n  document and communications t o  t h e  O r i g i n a t i n g  O f f i c e  
should  be c l e a r ,  conc i se  and focused on e s s e n t i a l  concerns and 
i n s t r u c t i o n s .  

b .  As a  genera l  r u l e ,  t h e  AID/W d e c i s i o n  on PID should  be made 
w i t h i n  30 work ing  days a f t e r  r e c e i p t  o f  t h e  PID, i n c l u d i n g  necessary  
t i m e  f o r  r e p r o d u c t i o n  and d i s t r i b u t i o n .  

c .  N o t i f i c a t i o n  o f  t h e  d e c i s i o n  on t h e  PID and any PID gu idance 
i s  g i v e n  by c a b l e  f o r  f i e l d  p r o j e c t s  and a  memorandum o f  r e c o r d  f o r  
AID/\ p r o j e c t s .  Unless i t  adv ises  o therw ise ,  PPC must c l e a r  t h e  
d e c i s i o n  and guidance cab le  t o  t h e  f i e l d .  

d. Each Bureau w i l l  m a i n t a i n  a  Log on PIDs rece i ved  and t h e  
a c t i o n s  taken  on them and r e p o r t  such i n f o r m a t i o n  t o  PPC as reques ted .  
As r e q u i r e d ,  AA/PPC w i l l  p repare  p e r i o d i c  r e p o r t s  f o r  t h e  Admini s t r a t o r  
summarizing t h e  Bureau PID rev i ew  and approva l  a c t i v i t i e s .  



9. Meaninq of PID Ap~roval 
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a. PAD approval means that AID/W has given its approval to 
proceed with the development of a Project Paper based on concepts 
defined in the PID. The approval may draw attention to certain issues 
in the PID document and require the Originating Office to make 
adjustments in the concept or take certain actions to address specific 
design matters during development of the project. 

b. When a PID is approved for a project that could otherwise be 
authorized in the field and PP authorization authority is held in AID/W, 
the PID approval message must cite AID/W reasons for retaining PP 
approval authority. 

Trans. Memo. No. 
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c. Approval signals the Originating Office to proceed with 
necessary consultations with the proposed recipient and/or 
Borrower/Grantee and to utilize the resources necessary to bring the 
project to the PP stage. 

d. Following approval of the PID, the Originating Office should 
constitute a Project Committee, designate a Project Officer and notify 
the recipient and participants of these designations. The responsible 
Bureau should designate an Office and staff responsible for backstopping 
actions, including follow-up technical support and Information Retrieval 
requests (see Appendix 2B). 

Effective Date 

S e ~ t .  30, 1982 

e. If at any time the Originating Office decides to terminate or 
suspend project development activities on an approved PID, it should 
immediately notify the responsible AID/W Bureau and PPC by submitting a 
revised PID Facesheet, or asking the Bureau to do so. 
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Appendix 2A - PID Facesheet 

Appendix 2B - Information Retrieval Request 

Appendix 2C - Socio-cultural Considerations at the P:[D Stage 

Appendix 2D - Environmental Procedures 

Appendix 2E - Reserved 

Appendix 2F - The Logical Framework 

Appendix 2G - Recipient Country or Borrower/Grantee Contribution to 
the Activity 



APPENDIX 2A Chp 2 ,  HB 3 
(TM 3:431 

AGENCY FOR INTERNATIONAL DEVELOPMENT 1 1. TRANSACTION CODE TDOCUMENT 

L A 

4. BUREAU/OFFICE 5. PROJECT TIT= (maximum 4 0  chmacters) 

1 

PROJECT IDENTIFICATION DOCUMENT A = ~ d d  Revirion NO. 
FACESHEET (PID) 

B. Final FY u I 

t 

CODE 
1 

2. COUNTRY/ENTITY 

C PACD u 

3. PROJECT NLMBER 

r- -I 

C Host Country 
D. Other Donor(s) 

T O T A L  

7 1 
11. SPECIAL CONCERNS CODES (maximum 7 codes of 4 posirions each) 

8. PROPOSED BUDGET A I D  FUNDS ($000) 

A. APPRO- 
B. PRIMARY ' C. PIUMARY TECH. CODE 

PURPOSE -; 
PRIATION 

(4) I 
T O T A  L S  - 1 

9. SECONDARY TECHNICAL CODES (maximum 6 codes of 3 positions each) 

k Code 
B. Amount I I 

12  PROJECT PURPOSE (maximum 480 characters) 

1. Grant 

10. SECONDARY PURPOSE CODE 

I 

13. RESOURCES REQUIRED FOR PROJECT DEVELOPMENT 

Staff: 

E LIFE OF PROJECT 

1. Grant I 2. Loan 2. b a n  

D. IST FY 

1. Grant 2 Loan 

14. 
ORIGINATING 

OFFICE 
CLEARANCE 

15. DATE DOCUMENT RECEIVED IN 
AID/W, OR FOR AID/W DOCU - 
MENTS, DATE OF DISTRIBUTION 

MM DD YY 

I I 

Signature 

Title 

16. PROJECT DOCUMENT ACTION TAKEN 
S = Suspended CA = Conditionally Approved 0 A =  Approved DD = Decision Defared 
D = Disapproved 

Date Signed 

I lTDD 171 

AID 13362 (8-79) 

18. 
ACTION 

APPROVED 

BY 

17. COMMENTS 

Signature 

Title 

19. ACTION REFERENCE 
- 

20. ACTION DATE 
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Block 1 - Enter the appropriate letter code in the box, if a chanp, indicate the revision number. 

Block 2 - Enter the name of the Country, Regional, or other Entity. 

Block 3 -Enter the Project Number assigned by the field mission or an AID/W bureau. 

Block 4 - Enter the sponsoring BureaulOffice Symbol and Code. (See ~mrdbook i~ Appendix D,)  

Block 5 - Enter the Project Title (stay within bmckets;limit to 40 chomcters). 
\Ti,. 

Block 6 - Enter the estimated Initial (A) and Final (B) FY of the Authorization/Obligation, and Project 
Assistance Completion Date (PACD) (C). 

Block 7 - Enter the information taken from the 'Estimated Cost Table' in the PID. 

Block 8A. - Use the 'Alpha Code'. (See Hnndbookl8 Appendix D o )  
Block 8B. - See Handbooklg, Appendix D for guidance. 
Blocks 8C., D., & E., - Enter all amounts in thousands of U.S. dollars. 

Blocks 9 & 10 - See Handbook re, Appendix D for guidance. 

Block 11 - Enter the code and amounts attributable to each concern for 'Life of Project'. For coding see 
Handbook I 6 Appendix O I 

Block 12 - Enter the 'Project Purpose' from the PID. If more than one (I), list each one (1) in order of 
priority (stuy within bmckets;limit to 480 chmacten). 

3 
Block 13 - Summarize any planning resources needed to develop the project in terms of staff and fund- 

ing required. For staff, indicate whether direct hire or contract staff. Indicate the established 
amount and source of funding required (operative expenses or Mission funds). 

Block 14 - This block is to be signed and dated by the Authorizing Official of the originating office. The 
PID will not be reviewed if the PID Facesheet is not signed and dated. Do not initial. 

Block 15 -This date is to be provided by the office or bureau responsible for the processing of the PID. 

Block 16 - This block is to be completed by the authorized representative of the office or bureau res- 
sponsible for .he processing of the PID. 

Block 17 - Enter any comments on the action taken. 

Block 18 - This block is to be signed and dated by the Approving Official. Do not initial. 

Block 19 - Identify the action document i.e., memorandum, cable. 

Block 20 - Enter the data of the action document. 

AID 1530-2 (8-79) back 



APPENDIX 2 B  Chp 2 ,  HB 3 

INFORMATION RETRIEVAL REQUEST (TM 3:43) 

This form replaces block 20 of the PID Facesheet dated 3-76. It will be used by the bureaus, the field missions and de- 
sign teams to request information concerning past experience pertinent to a proposed project. It must be received by 
DS/DIU on a timely basis in order to ensure that a well targeted search is conducted and the results made available to  
the design team. It is recommended that it be submitted with the PID Facesheet, addressed to DS/DIU thru the Re- 
gional Bureaus, or directly to DS/DIU. 

TO: DS/DIU DATE: 

FROM: 

Please forward the information 'X'ed' below, as soon as possible to: 
A. TYPES O F  INFORMATION OF PARTICULAR VALUE 

1. Alternative approaches (purposes) for the problem 

2. Alternative outputs for achieving purpose. 

3. Technical information on outputs (specify) 

4. Information on technical feasibility of similar projects 

5. Information on economic feasibility of similar projects 

6. Information on social soundness of similar projects 

7. Information on host implementation/administration of similar projects 
Worldwide Culturally/geographically similar areas only 

8. Project Evaluations 

9. Knowledgeable Individuals 

0 10. Expert Insititutions 

11. Published literature (bookslperiodicals) 

12. Other (specify) 

B. SOURCES OF INFORMATION OF PARTICULAR VALUE ( 'x 'key  areas) 

1. AID 

2. IBRD 

3. Other international organizations 

4. Other donors 

5. Voluntary Agencies 

6. Private industry 

7. U.S. domestic experience 

8. Other (specifu) 

AID 1330-19 (8-79) 



APPENDIX 2C 

AID HANDBOOK 3 

Socio-cultural Considerations at 
the PID Stage 

This appendix discusses salient participation and beneficiary matters 
that should be examined at the PID stage. What kinds of participation 
are feasible in the context of bilateral development assistance? who 
should or can participate? And how can projects be designed to maximize 
particiption? Also discussed herein is the concept of "planned (or 
anticipated) beneficiary." Ideally, all participants should benefit from 
project activities. 

TRANS.  M E M O  NO. 
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Kinds -of Participation 

There are four inportant areas of participation during the 
project cycle - project design ; implementation; benefit incidence ; and 
evaluation. 

E F F E C T I V E  D A T E  

September 30, 1982 

A. Project &sign 
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b The most fundamental design decisions revolve around what is 
defined as the "problem" and what are possible 'solutions." These 
initial decisions are important to the process of "project 
identification' and should involve local people and their leaders. 
Examples of possible decisions in which potential Borrower/Grantee and 
recipient country people should participate include: 

- which local needs should be addressed as part of a 
pro ject ; 

- what might the roles and responsibilities of local 
participants and others be; 

- the location of specific project activities, 
particularly in projects involving construction such 
as irrigation canals, cattle dips, market roads, 
schools and health clinics. 

- ways and means of developing the project. This may 
include: assisting in the definition of specific 
approaches to be taken to achieve project goals; 
advising on appropriate standards regarding type of 
building construction, width of roads, qualifications 
of local staff; planning haw local comnunity resources 
(land, labor, materials, money) may be used to help 
finance the project. 



It is preferred that the counsel and participation of local 
people se obtaj ned through existing or introduced community-level 
organizations, such as voluntary associations, religious groups and 
coc-peratives. Fiese crganizations will be more or less participatory 
lepending on such char:-cteristics as membership requirements, thcir 
decisicn-making nethds, strength and abilities of the organization's 
leadership, m d  the ability of such organizations to influence project 
activities. 

\hen direct participation is riot feasible, surveys and case 
studies may be used to identify needs and capabilities of local people. 
Information collectiot~ .ind analysis cEforts are directed at initial 
prdlem iclentification and the definition of appropriate solutions and 
methcds, i.e., location, technology, services, etc. Initial project 
development decisicns \dill be based on careful examination of the data 
collected. Such decisions then shc:uld be reviewed, through subsequent 
surveys, if appropriate, by the local people concerned. 

AID HANDBOOK 3 ,  App 2C 

B. Implementation 
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lrxlal prticipation during implementation m y  be achieved in t m  

EFFECTIVE DATE 

September 30, 1982 

w317s: t-hrough the contribution of resources; and by assisting in 
administration. 

Resource contributions can take mmy form, incluc?ing the 
provision of labcr, money, material gods, and information. All such 
inputs are vital to projccts seeking to include local resources in thc 
planned development e f f crt . 

rarticipation in administration is equally imprtant. 'Ikiis may 
be achieved by hiririg &s ~ a n : r  local people as possible to perform direct 
cir projcct-related activities; including lscal representatives in project 
decision+raking; c;r using local crganizations to help promote and 
implement projcct activities. Helping with project management and 
administration increases local capabilities and self-reliance and helps 
make the project more responsive to local level prcblems, methods and 
op~rtunities. 

3 
C. Benefits 

Projects may result in many kinds of benefits, e.g., those 
accruing to individuals only, those affecting people as part of a group 
(increased income or assets; improved ccnsumption; or a better quality of 
life). Ebbever , aggregate increases in output or consumption are not 
necessarily sufficient to achieve participatory aims. 'Ib the extent 
feasi3le, benefits should be equitably distributed to the intended 
group(s), e.g., within or across regions, income strata or social units. 
Participation will be maximized hihen access to benefits is distributed as 
equitably as possible. 3 



D. Evaluation 

I 

Ibcal pe)ple may prticipate in evaluation in tw  bays. First, 
to the extent tliat project activities are formally reviewd, local people 
rray be consulted in devclcping the issues to be examined c'uring 
evaluatior,. Secctnc7, 1-ocal people m y  be surveyed to assess their opinion 
regarding the success c>r failure of project activities. Fbre 
com~~re'nensivel~r, local people might, during project operations, assist in 
an cn-going review of activities and help search for other nceds and 
priorities that the project could address. 

AID HANDBOOK 3, App 2C 

Ibcal particiption sllould be sought among four categori-es of 
people: local residents, local leaders, local government personnel and 
foreiqn personnel associated with the project. 

Lccal residents constitute what is often thought of as the 
"targct group" for rural development. Wwver, they should not be seen 
as a hl.)rmgent.ous "rural :xcr mjority," all of &om may participate in 
project activities kith ecec.l facility. h e  regar? must be given to 
internal diffc:re~tiation along lines of occupation, location, land 
Ffildings .inc' security, sox, cast<:, re' igion, tribc and so forth. 
Diifcrentiation amng local residents implies differential ability to 
share in planned projt-ct benefits. Although it will seldom be pssible 
to jnclude all elements of a population in the distribution of benefits, 
it is possible to maximize the cquitable distribution of benefits hy 
rccogniziriy and planning to take into acccount existing constraints on 
participaticn. lbst cftcn, the direct ~rtici~tion nf the majority of 
local residents \.ill he limited to benefits; more indirect participation 
m y  be achieved by means of surveys asscciattd with project design and 
evaluation. 

I TRANS. MEMO NO.  
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kcal 1ed.cle.r~ are thcse hhose authority and legitimacy 6erive 
from the lccal people amnq whom they live. ?hey may be of three types: 

(L/ administrative office holders, such as myors, chiefs and village 
auth~rities; heads of local associations, such as cooperative societies 
and trade unions; and other persons &ose views arc respected in the 
commmity, such as clan elders, religious figures, successful farmers and 
merch~nts. &cause loeal leaders are less numeroLs than local residents, 
and because they are more visible socially and plitically, it is 
feasible to include them in a wide range of tile project activities 
associated with design, implementation and evaluation. ?heir 
participation may thus be more direct than that of local residents. To 
the extent that lccal leaders represent sentiments and needs among local 
resi?ents, direct participation on the prt of leaders may substitute for 
direct participation on the part of local residents. Representativeness, 
of course, must be demonstrated, not assurd. Care must be taken to (V identify and avoid dealing exclusively with local elites or sm11 
factions. 

EFFECTIVE DATE 

September 30, 1982 
PAGE NO. 
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Jocal qovernment personnel may include national, regional or 
district level administrdtivc officials, agricultural and veterinary 
officers, tax collectors, min'stry officials, plice and the like. Such 
personnel may or may not have ties to people in the arw they serve; in 
any event their career is usually based more on performance within a 
bureaucracy than on thc results of their actions in the places bilere they 
live an2 \ a rk .  Thcir prticipation in project planning, implementation 
and evaluation nust be as extensive as psssible, since their local or 
career interests may lead them to promote, control or block various 
project activities. Therefore, to mximize the pssible contributicns 
that such officials may make, their participation in project activities 
should be comlutible with or result in career advancement opprtunities. 

3 
Consideration must also be given to the participation of foreign 

per.;onnel associated with the project . These may inclule expatr iates 
prcviding technical assistance, employees of private voluntary 
organizations, missiarlary personnel and so forth. It cannot be assumed 
that foreign personnel contracted to implement a project or oversee 
projcct operations are participating r~eaningfully in project activities; 
ta often their role is limited to the giving of technical advice, 
reviewing voucher submissims or conducting rapid and widely-spaced site 
visits. brro\,er/~rantce and AID personnel must review the quality of 
prticipltionby foreign personnel and nuke adjustments in the activity 
to miximizc tF.eir sensitivity to participation and their specific 
i-esponsibili ties and authorities with respect thereto. 
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111. Proiect Ccsicm for Particimtion 
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The sections above have outlined different kinds of 
participation arL different kinds of participators. &rticipation is 
high ken many types of people participate at many levels of project 
activity: particiption is low khen few types of people participate at 
few levels cf project activity. In this section are outlined some 
aspects of prcject design which may be mdified to insure relatively high 
1-evels cf ,participation. 1Jo presumption is made here that all or even 
inost of these prm:ters should he regarded as critical for each and 
every project. Fkthcr, the intent is tc outline a nurrber of alternative 
an?/or complementary mys in which participation may be designed into a 
project . 

EFFECTIVE DATE 

September 30, 1982 

A. mmplexity: Projects that require special skills or information, 
or hich require complex planning or series of actions on the part of 
participants, are likely to be less participatory than projects rhich 
place fewer demands on participants' abilities. 

G .  Pesource Requirements: Projects requiring sAstantia1 unit 
investments of rescurces (time, land, capital) will be less participatory 
than projects in which potential beneficiaries may "buy in" to project 3 



activities kith snaller commitments. A corollary is that projects ~hich 
entail a sequence of small expenditures rather than a large one-time 
cutlay will generally assure wider participation. 
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C. 1:elaticnship of hefits to Investments: -- Projects requiring 
local investments must offer tangible benefits to the investors in order 
to he broacll-j prti~ipit~y. miy narrow s-nts of anticipated 
beneficiary populations will be willing to invest their own resources in 
p.ojects that c.ffer lopi returns. 

I TRANS.  M E M O  NO.  
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D. Frobability of knefits: -- - The more certzin people are that their 
prticiption in a project will confer benefits, the more likely they 
till be to participate. Thus, broad particiption requires a high 
prct,ability that benefits hill be delivered. l%is probability must be 
perceived by all participants, not just implementing authorities. 

E. --- linme~iia~y of knef - its: Participation m y  be expected to be high 
in projects that bring benefits quickly (e.g., constructing a much-needed 
road), and low in projects tilat require participants to defer benefits 
(e .g. , ref~rest~ition). In agricultural production projects, for 
instance, only a narrow segment of the population m y  be able to wit 
rcre than one or trr cropping seasons before Senefits emerge. 

E F F E C T I V E  D A T E  

September 3 0 ,  1982 

5'. Procjzam Cbnplementarity: Projects that provide needed linkages 
( e . g . ,  a credit program that accor~~pnies a fertilizer project) will be 
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nicre prticipatoq than narrowly-focused projects. 

G. --- Program Flexibility: Projects that =in respond to changing 
on-the-grotmd circumstances will be more participatory than projects that 
are locked into activities that cannot be adjusted to local needs over 
the life of the project. 

K. Administrative Accessibiltiy: Projects in khich local residents, 
local laerst and local government personnel have clear and open 

(L/ channels of communication with implementing authorities will be more 
particimtory than projects where communications are difficult or 
non-existent. 

I. Compatibility with the Socio-Cultural Ehvironment: Activities 
~hich are sensitive and responsive to socio-cultural preferences of all 
participants will be nore participatory t'nan projects that are done 'by" 
one group "to" another group. 



APPENDIX 2D 

Environmental Procedures 
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These Procedures have been revised based on experience with previous 
ones agreed to in settlement of a law suit brought against the Agency in 
1975. The Procedures are Federal Regulations and therefore, it is, 
imperative that they be followed in the development of Agency programs. 

In preparing these Regulations, some interpretations and definitions 
have been drawn from Executive Order No 12114 of January 4, 1979, on the 
application of the national Environmental Policy Act (NEPA) to 
extraterritorial situations. Some elements of the revised regulations on 
NEPA issued by the President's Council on Environmental Quality have also 
been adopted. Examples are: the definition of significant impact, the 
concept of scoping of issues to be examined in a formal analysis, and the 
elimination of certain AID activities from the requirement for 
environmental review. 
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In addition, these procedures: 1) provide advance notice that 
certain types of projects will automatically require detailed 
environmental analysis thus eliminating one step in the former process 
and permitting early planning for this activity; 2) permit the use of 
specially prepared project design considerations or guidance to be 
substituted for environmental analysis in selected situations; 3) 
advocate the use of indigenous specialists to examine pre-defined issues 
during the project design stage; 4) clarify izne role of the Bureau's 
Environmental Officer in the review and approval process and 5) permit in 
certain circumstances, projects to go forward prior to completion of 

L environmental analysis. w - 

Note that only minimal clarification changes have been made in 
those sections dealing with the evaluation and selection of pesticides to 
be supported by AID in projects or of a non-project assistance activity. 

EFFECTIVE D A T E  

October 9, 1980 
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g 2rai knmboaon 
(a) m e .  In accordanca with 

Sactioru 118(b) and 6Zl of the Foreign 
Ibdrtanw Act of 1981, as amandad. 
(the FAA) the following general 
procedures shall be used by A.I.D. to 
ensure that invlronmental facton and 
valuar are integrated into the AD, 
decision making pmcau. These 
p d u r e r  alw assign nspo~ibility 
within the Agency for asrearing the 
environmental effecta of U . ' r  actions. 
These pmcedurar are combtent with 
Executive Order i P l C  i d  January C 
1979, entitled Environmental Effecta 
Abmad of Major F e d d  Actfona and 
the purporea of the National 
Environmental Policy Act of lW0, a8 
amended (62 U.S.C. 4371 et -.I 

AID HANDBOOK 3 ,  App 2D 

(NEPA). They are intended to implement 
the requirements of W A  ar they effect 
the A.I.D. program. 

(b] Envimnmental Jblicy. In the 
conduct of ita mandate to help upgrade 
the q d t y  06188 af the poor in 
developing countttes, ALD. conduct8 a 
bmad range of'activities. These 
activitier addre- ouch baric problemm 
ar huger, malnutritiop warpopulatioa 
disease, diaarter. deterioration of the 
environment and the natural nsowa 
bocre. illiteracy ar well M the lack af 
adequate houri* and trauprhtlon. 
Pursuant to the FAA klIZ provider 
development auirtallcn in the form af 
technical advi.ay rerviam nreucb. 
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trai- co~tructlan and commodity 
mowrt In additiop klD. conducta 
pr&am undur the Agricultural Thdh 
Development and Asrirtallcn Act of 
1- (Pub. L a) that am deaigned to 
combat h q .  malnutrition and to 
facilitate acondo.&v&pment 
h b t a a c e  pmlpanr an, carried out 
under the fom@ policy @dance d th. 
%metay of State and in cooperation 
with the gvammenta of rovereign 
rtatee. Within thir hmework. it L 
U. p o w  to: 

(11 Enwe t h t  the environmental 

EFFECTIVE DATE 
October 9, 1980 

& & q ~ a - o f  U.-financed 
activities am identified and conridend 
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by ALD. and the host _country prior to a 
Anal decision to proceed and that 
appmpriate environmental s a f e  
am adopted; 

(2) h u t  developing countries to 
rtrangthen their capabilities to 
appreciate and effectively evaluate the 
potential environmental effecta of 
propored development rtratagier and 
projects, and to eelect, implement and 
manage effective environmental 
PmgramG 

(3) Identify impactr msulting horn 
AD.'r actiona upon the envlro-t- 
including thow aspect8 of the biorphem 
which are the common and cultural 
heritage of ail mankind; and 

(4) Define environmental limitiag 
facton that comtraio development and 
identify and carry out activitier that 
amirt h restoring the renewable 
rewwce buse on which ruatained - - -  - 

development dependr. 
(c] Definition&-41) C&Q Regulationb. 

RegIdatiom promulgated by the 
Rerident'r Council on Environmental 
Quality (CEQ) (Fedural Rqiab?, Volume 
43, Number 230, November 9.1978) 
under the authority of NEPA and 
Executive Order 11514. entitled 
Protection and Enhancement of 
Environmental Quality Warch 5.1970) 
ar amended by Executive Order llssl 
(May 24.1977). 

(2) Initial Envimnrnental 
Examination. An Initial Environmental 
Examination ir the fint review of the 
reasonably foreseeable effectr of a 
proposed action on the envimnment Itr 
function ir to pmvide a brief rtatement 
of the factual basir for a Threehold 
Deciaion aa to whether an 
Environmental Auerrment or an 
Environmental Impact Statement will k 
reg* 

(3) Thmdkld Decision. A fonnal 
Agency dedrion which detarminar 
based 00 an Initial Envlrommtal 
Examination, whether a propowd 
Agency action ir a major action 
significantly affecting the anvironment 

(4) hvhnmenta l  Amm6ment A 
detailed rtady of tha maronably 
forseeable significant effecb both 
banefidal and advmm of a fn'P'"?d 
action on tha envlronmrmt o a fo- 
-try w C O U I I ~ ~  

(5) hvimnmentd Impuct Statemen: 
A detailed rtudy of the masonably 
forare%abloelwimmmtal impact& both 
positive and negative, of a ppwsed 



W. actlm d it8 lao#neble 
alternatlvsr on.ths United States the 
gl0b.l amrimnmant or mu autdde the 
juridiction of any mlan  u -bed 
i n i 2 1 W o f t h e s e ~ I t i 8 a  
rpadfic docmnant having a definite 
format ad content, u provided in 
NEPA and the CBQ Regulatlonr The 
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requid fonn and contint of an 
En-tai Imwct Statement b 
f~&md&bedin i n e . 7 m  

(6) h j e d  Identifimtion Lkxument 
(PW). An internal ALD. document 
which initially identifier and describes a 
pmpo#d project 

(7) Progum h i s t a m e  Initial 
R v p a l  ( P W .  An Lntunal AU). 
document wed to initlob and identify 
propowl non-pmject auistaacs 
including commodity import progmm. It 
& analogow to the PID. 

(6) h j e c t  h p e r  (PP). An internal 
AID. document which pmvfder a 
definitive description and appraisal of 
the project and particularly the plan or 
implemcntatlon 

(9) h g m m  A86istunc8 AppmwI 
Document (PAAD). An internal IUD. 
document approving nobprofect 
asairtance. It is a d o  to the PP. 

(101 EnvimnmenI r t a n n  
envirrrnment, as u d  in there 
procedures with respect to effecta 
occumiag outside the Unitad States. 
meam the natural and physical 
environment. With reapact to effect8 
occurring within the United Statea see 
O na7(b). 

(11) Stgnificant Effsct. With respect to 
effectr on the environment outride the 
United States a prop& action bas a 
dflcant effect on the environment if it 
does significant harm to the 
environment. 

(12) Minor &nor. For purporer of 
theue procadha IUD. u a mtnm 
donor to a multldmor project when 
AID. does not control the plannine or 
den* of the mdtidonor pmject and 
either (i] U . ' s  total ccwtrlbutfon to the 
projectis botb~thanSLUlO.OObd ' 
lem than 25 percent of the estimated 
project amt or (ii) A.I.D.'s totd 
contribution & more than Sl,OOO.000 but 
1- than W percent of the mtfmated 
pmject cort and the environmental 
pmadun#ofthadanorin~1oftha 

EFFECTIVE DATE 

October 9,  1980 

planning of desiga of the project us 
followed. but onlv if the IUD. 

that such procedum am adequate. 
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(a) Soope. Bxocpt ~ . ~ m v i d e d  in 
i nW1, there procdwe~ apply to all 
new projeCrr program or activitiw 
authorlrad or a ~ m v e d  by IUD. and to 

AID  HANDBOOK 3, 2~ 

(a) Exemptions. (I] Project* pmgram~ 
or activitiea involving the foUowing arm 
exempt from thew pmcadures 

(I] Intenurtiond disaster arsistance: 
(ti] Other emergency ckumtancss: 

and 
(iii] ClrmM(ances involving 

exceptional foreign policy ~ i t i v f t i e h  
(2) A formal written detarmioetlon, 

including a statement of the jwtiflcetion 
therefore, b required for each project 
program or activity for which an 
exemption & made under paragraph 
(b](l] (U] ad (ill of thin rec t la  but i8 
not mquired for pmject* programs or 
activftiea under paragraph (b](l](i) of 
thir d o n .  The determination shall be 
mads either by the h u t a n t  
Administrator having mpomibility for 
the pmgtam, project or activity. or by 
tha Administrator, whem authority to 
approve finendng has been m w e d  by 
the Adminhtrator. The determination 
shall ba made after comultation with 
CEQ regarding the envimnrnentai 
consequencer of the proposed program. 
pmjectoractivf . 

(c] Categori 2 Exclusions. (1) The 
following criteria have been applied in 
detenn&ing the darser of actions 
included in O 2¶82(c](2) for which an 
Initial Environmental Examination. 
Environmentai Aaeerment and 
Envimnmental Impact Statement 
generally am not required: 

[il The action does not have an effect 
onthe natural or physicid environment: 

Iiil IUD. doer not have knowledge of 
orcontrol over, and the objective of 
Am. in fumirhing assistanca does not 
require. either prior to approval of 
6 d n g  or prior to impiemmtatfon of 
saecific activitiea Lnowledne of or 
&ntrol over, the detaik of &e specific 
activities that have an effect on the 
physicid and natural environment for 
which financing ir provided by ALD.: 

(iii] R e 4  ectivitim which may 
have an affect on the physichi and 
qahud envimnment but wiU not have a 
r i d c a n t  effect ar a resuIt of limited 
scope. carefully controlled nahm and 
effective monitoring. 



[Z) The follomng cluMI of actlona 
erenotsubjecttothepmcdunnset 
forth in 4 2l63. except to the extent 
providedhemln; 

(1) Edaat ioa  tachnicsl ouirhncs or 
training pro(prmr except to the extent 
such pmgmm iaclude activities directly 
affecting the eavlmnment ( r u b  am 
constrpction of f d t i e a  etc.); 

(U) Controlled -tatioo 
excldvaly for the pllrporo of rawarch 
and field d u n t i a n  which am amfined 
todueuandcarefullymonitorscf; 

(Ui) A d y w a  rtudiea academic or 
~ u c h  workshop8 and mwttngr 

(iv) Roject8 in which U. ia a minor 
donor to a d t i d a n o r  project and them 
ir no potanti.l sigolflcurt effect8 upon 
the emvimnmclat of the United S h t e a  
areas outride m y  nation's jurisdiction 
or endangemd or thraatewd rpecier or 
their critical habitat: 

(v) Document and infannation 
transfen: 

(vi) Contrlbatianr to intaxnational 
ngioaal or national og.nlzstionr by the 
United Shtar which ere not for tho 
pwpow of canying out a specifically 
identifiable project or jectr 

(vU) Institution b u i l E  pub to 
research and aducatiod imtitutionr in 
the United State8 ruch as t h e  prwided 
for andet Section 122[d) and Title W of 
Chapter 2 of Part I of the FAA (22 USCA 
44 nm P. [b~ 2220s. (19791); 

[viii) Propnu involviq nutritioa 
health care or populstian end family 
planning ssmian except to tho extent 
designed to Inclu& activities d i m d y  
ofiecting the environment (such as  
construction of fadlltiea w a t a  sapply 
systema waste warn trsatmsnt etc) 
(ix) Anrist.nco provided uodar a 

Commodity Import Roginm whea prim 
to approval kLR doc# not have 
knowledge of the apeciflc cuaunoditiea 
to be Anancad a d  when tho objective in 
furnirhing ruch errttance require8 
neither kmwl at the h e  the 
ass is^ ia au =% orixed, nor controi, 
dwing Implamwtatioll. of the 
commoditler or their use ia tho hod 
couotry. 

[XI Support for intannediste credit 
Institutions when the objective ir to 
awist in the capitalization of ths 
Institution or part thereof and when 
such support doea not Illvdve 
reservation of the right to rwiew and 
approve individual loonr made by the 
institution: 
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(xi) Rolpanu of maternal or child 
feadlnn conducted uodar n t l e  of Pub 
L lea- 

(xii) Food for development pmenmr 
conducted %food m d p M  c o d e 8  
under Tltle of Pub. L 480. when 
achieving k1.D.'~ objective8 in such 
program doer not require knowledge of 
or control over the detail8 of the specific 
activitier conducted by the foreign 
country under such prolpam; 

(xiii) Matching. general support and 
institutional support grantn provided to 
private voluntary organization8 (PVOs] 
to assist in financing program whom 
klD.'s objective in providing such 
financing does not requim knowledge of 
or control over the details of the specific 
activities conducted by the PVO: 

(xiv) Studies, projects or program 
intended to develop the capability of 
recipient countries to engage fn 
development planning. except to the 
axtent designed to result in activitier 
directly affecting the environment (ruch 
ar construction of facilitier, etc.): and 

(xv) Activities which involve the 
appliatiun of design criteria or 
standads developed and approved by 
A.I.D. 

(3) The originator of a project. 
program or activity shall determine the 
extent to which it is within the classm 
of action8 d d b e d  in paragraph (c)(Z) 
of this section. Thir determinetion shall 
be made in writing and be submittad 
with the PUI. P A D  or comparable 
document. This detennination. which 
must include a brief statement 
supporting appiication of the exclusion 
shall be reviewed by the Bureau 
Environmental Officer in the same 
manner as a Thmhoid Dedrion under 
O n8.3(a)(2) of these pmceduren 
Notwithstanding paregraph (c)(t) of thb  
section. the procedures set forth in 
# Zl8.3 shall apply to any project 
program or activity included in the 
claeses of actions listed in paragraph 
(c)(2) of this section, or any aspect or 
component thereof, if at any time In the 
design. review or approval of the 
activity it is determined that the project 
program or activity. or aspect or 
component thereof. is subject to the 
control of A.I.D. and may have a 
significant effect on the mvironmcmt. 
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[dl Cfasses of Action8 Nonnolly 
Having a Slgnifimt Effect on the 
Environment. (1) The following cl6sms 
of actions have been determined 
generally to have a significant effecton 
the environment and an Envimnmmtal 
Assessment or Envimnmental Impact 
Statement a s  appropriate. will be 
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required: 
(i) Programs of river basin 

development: 
(ii) Irrigation or water management 

projects. including d a m  and 
impoundments: 

[iii) Agricultural land leveling: 
(iv) Drainage projects: 
(v) Large scale agricultural 

mechanization: 
[vi) New lands development: 
[vii) Rewttlement proiec(s: 
(viii) Penetration road building or road 

EFFECTIVE DATE 

October 9 ,  1980 

mprovement projec* 
(ix] Powerplants: 
(x] Industrial plants: 
[xi) Potable water and sewerage 

projecb other than those that are small- 
gcale. 

(2) An lnitial Environmental 
Examination nonnally will not be 
necessary for activities within the 
classes described in O n82(d), except 
when the originator of the project 
believes that the project will not have a 
sipificant effect on the environment In 
such cases. the activity may be 
subjected to the pmcedurea set forth in 
o na3 .  

(el Pssticidea The exempt io~  of 
O na2[b)(i)  and the categorical 
exclusions of na.z(~)(2) am not 
applicable to assistance for the 
procurement or w e  of pesticidea 

9216.3 - 
(a) Cenemf Pmcedums--(l) 

Preprotion of the Initial Environmental 
Examination Except as otherwise 
provided. an Initial Environmental 
Examination is not required for 
activities identified in O naz(bl(1). (c) 
(2), and (d). For all other A.X.D. activitiee 
described Ln n W a )  an lnitial 
Environmental Examination will be 
prepared by the originator of an action 
Ekcept as indicated in thir section. it 
should be prepared with the PID or 
PAIP. For projecb including the 
procurement or w e  of pesticides. the 
procedures set forth in O ~ U ( b )  will be 
followed in addition to the procedures 
in this paragraph. Activities which 
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cannot be identified in sutficient detail 
to pennit the completion of an Initial 
Environmental Examination with the 
PID or PAIP, shall be described by 
including with the PID or PAIR (i) an 
explanation indicating why the lnitial 
Environmental Examination cannot be 
completed: [ii) an estimate of the 
amount of time required30 complete the 
Initial Environmental Examination; and 
(iii) a recommendation that a Threshold 
Decision be deferred until the Initial 
Environmental Examination is 
completed. The responsible Assistant 
Administrator will act on the request for 
deferral concurrently with action on the 
PID or PAD and will designate a time 
for completion of the Initial 
Environmental Examination. In all 
instances except as provided in 
1 n0.3(a)(7), this completion date will 
be in sufficient time to allow for the 
completion of an Environmental 
Assessment or Environmental Impact 
Statement. if required. before a final 
decision is made to provide A.I.D. 
funding for the action. 

(2) Threshold decision. [i) The Initial 
Environmental Examination will include 
a Threshold Decision made by the 
officer in the originating office who signs 
the PID or PAIP. If the lnitial 
Environmental Examination is 
completed prior to or at the same time 
as the PID or PAIP. the Threshold 
Decision will be reviewed by the Bureau 
Environmental Officer concurrently with 
approval of the PID or PAIP. The Bureau 
Environmental Officer will either concur 
in the Threshold Decision or request 
reconsideration by the officer who made 
the Threshold Decision. stating the 
reasons for the request. Differences of 
opinion between these officers shall be 
submitted for reaolutlon to the Assistant 
Administrator at the same time that the 
PID is submitted for approval. 

(ii) An lnitial Environmental 
Examination. completed subsequent to 
approval of the PID or PAIP, will be 
forwarded immediately together with 
the Threshold Determination to the 
Bureau Environmental Officer for action , 
as dewibed above. 

(iii) A Positive Threshold Decision 
shall result from a finding that the 
proposed action will have a significant 
effect on the environment. An 
Environmental Impact Statement shall 
be prepared if required pursuant to 



O 210.7. Lf an impact statement in not 
required an Environmental A r ~ ~ m e n t  
will be prepared in accordance with 
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o naaihb wgnizant Bureau or offics 
will racord a Ncnativa Detanninatim if 
the pmpod a&on will not have a 
rigtificant effect on the envhnment. 

(3) Negative Adamtion. The 
h i a t an t  Adminirtrator, or the 
Adminiatrator in actionr for which the 
approval of the Adminirtrator ir 
required for the authonzat~on of 
financing, may make a Nqatlve 
Declaration, in writing, that the Agency 
will not develop an Enwmnmmtal 
A6msomenl or an Environmental Impact 
Statement regardins an anion found to 
have a rignifiunt effect on the 
envimnment when (i) a subtantial 
number of Environmental Aucrrmentr 
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or Envimnmentd lmpact Statements 
mlatinn to rimilnr activitier have been 
prepar&l in the part if relevant to the 
propod action, (ti) the b n c y  her 

E F F E C T I V E  D A T E  
October 9 ,  1980 

previowly prepared a pm@ammatic 
Statement or Armrrnent coverinn the 
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activity in quertion which her bee; 
c o n r i d d  in the development of wch 
activity, or (iii) the Agency her 
developed derip catena for such an 
action which. if applied in the d e d p  of 
the actioa, will avoid a ripificant effect 
on the environment. 

(4) Scope of 6irn'Jwmental 
Asue#asnt or lmped Slotsnrmt--(I) 
Proadum md Confenl After a Positim 
ThmholdDaciaioahubwnmadaara 
detemfnatioIt b IMda under the 

Statement Ir raqoired. the or4ghior of 
the action l h d  co- the mucen 
of lhtlfying the r i g d h n t  &wa 
relating to the p m p d  action md of 
& ~ t h e r c o p o f t h e i u w a t o k  
addnmed in the En-tal 

within the clurcn Gf adorn, described 
in O 21Byd) dud commeace'thfr 
wping pmcerr ar m n  aa .pracUcabk 
Pvronr havim Sxwrtire relevant to tbe 
s n v t t o n m e n t a i a r ~  of the propored 
action ahdl aleo parUcipate in thlr 
scopine P- (Partiumta may 
mclude but am not Urmtd to 
rqmmmtatfver of host govanmwat* 
~ublic and mivate inrtituthm th A.LD. 
huion rt;tr sad conmitom) ThL 
p m  rhll result in a writtan 

rtatemmlt which rh.u Induds the 
loll mttcnr: 

(.=-tion of h .mp and 
dgnifimnceofItnurtokadyzedio 
the Emhmmntal Aawarmant or 
Impact Statement i n c i a  dim3 md 
~ s f f s c t r o f t h e p m j a c t m t h a  
envkmmnt. 

(b) ldantlflcation .nd ellmination fmm 
&tailed rtudy of the bnrar that are not 
rignificmt or have k n  c a v e d  by 
earlier environmental nview. or 
approved deaign conrideration* 
aarrowtng the discuuion of them irrurr 
to a brief peeentation of why they will 
not have a rignificont effect on the 
environment. 

(c) A description of (1) the tlming of 
the preparation of envimmantal 
analyses. including pluring if 
appropriata (2) v ~ a t i o a r  required in 
the fonnat of the Environmental 
hmrsment and (3) the tentative 
planning and d d i o n  makjng rchedula: 
and 

(4 A description of how the analydr 
will be conducted and the dircipliner 
that will participate in the d y r i r .  

(U) There mitten atatemanta rhaU be 
m i m e d  and apprwed by the Bweau 
Environmental O5cm. 

(UiICirculation of Scoping SbbmenL 
To smut in the preparation of an 
Emrimnmental Aueument the Bureao 
Envhnmantal Ofecs may circPleta 
copies of the written statemant together 
with a mqumt for written comment* 
within thtr(y dry* to relectod fedod 

if that OWcsr bsllever 
comments by ouch f e d d  4 
k ursful in the preparatim of an 
Environmental Auerment. Commenta 
received from reviewing federal 
agenda will be cooridand in the 
preparation of the hvimnmental 
Auerment and in the formulation of 
the design and im~lementation of the 
project and will. together with the 
sapins statemant will be included in 
the project file. 

(iv) CJtange in Threehold Dseirion. If 
it becorner evident that the action will 
not have a r i m a n t  effect on the 
environment ( i .d  will not cam 
rigniflcant bann to the environment), the 
Poritive T h ~ h o l d  Decision may be 
withdrawn with the concurmnce of the 
b a u  Envirolunental Offtcer. In the 
can of an action included in 
O Zlaydl(z), the request for withdrawal 
r h d  be made to the Burcsu 
Environmental Officer. 



(5) PHman of ~ V i l t J ~ ~ m t o l  
Atmwwncmt~ dEn.6a,mmrol Impod 
SbbmcmL If the P1D or PAD 18 
appmvad lad the Thrwhold Ibdaba Ir 
poritivd a the action Ir Mudud In 
9 ZIRZ(d), the originator of the action 
will k nrponeible for the preparation 
of an En-d Aawument or 
E n m e n t a l  Impact Statea~ent a8 
requid. Draft Environmental Impad 
Statamenta will k circaiated for review 
and comment a8 part of the M e w  of 

.RojectPapananda8outlinedfurthatIn 
4 a6.7 of thore prodursr. Except a8 
provided in 9 n63(a)(7). final appmval 
of the PP or PAAD and the method of 
Implementation will include 
conridemtion of the Ewironmental 
h s m e n t  of final Environmental 
Impact Statement 

(0) Arraesring and Review Within 
A.19. (I) Initial Environmental 
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Exaobatiom. Environmental 
A88erumenta and Anal Environmental 
Impact Stntements will be pmcerred 
purtuant to rtandard A.X.D. procedum 
for project approval document& Except 
a8 provided in 4 Zl6.3(a)(7). 
Envimnmental Ar~sumentr and final 
Environmental Impact Statement8 will 

EFFECTIVE DATE 
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be reviewed ar aP Integral part of the 
Roiect Pa~e r  or wufnlent document. In 
addition thew d u m a  
Environmbntal Ammanents will be 
reviewed lad clearad by the Bweau 
Environmental Officer. They may alro 
k mviewed by the Agency'r 
Environmantal Coordinator who will 
monitor the Envimamuntal Aaserrment 
pmceu. 

(ii] When pmject approval authority is 
delegated to field pork i9wimmmt.l 
Assessments rh.ll k r e v i d  aod 
cleared by the Bureau Envimnmcmtal 
Omear prior to the approval of such 
actionr. 

( 1 1 l ) D d t a n d f k u l E o ~ L . l  
Impact Stateawmb wtll k reviewed and 
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cliared by the Environmental 
Coordinator lad the Office of the 
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C h n d  CouMeL 
(7) Envinmmentai Review After 

Authorization of financing. (i) 
Environmental review may k 
padonned after authorization of a 
project, pr0lp.m or activity only with 
respect to rubprojectr or rignificaat 
aqocts of the pmjact, pro~pam or 
activity that are unidentified at the time 
of authorizatkm Environ10011L.l review 
shall k completed prior to authorization 

for all subproject8 lad aspect# of a 
project pmgmn or activity that are 
idsatifid 

(ii) Envimnmental review should 
ocav at the earlieat time in design or 
implemeqtation at which a meaningful 
review can k undertakes but in no 
event later than when previouly 
unidentified subproiectr or aspects of 
projects. pmgmm or actlvitier are 
identified and ~lanned. To the extent 
possible. adeq;ab information to 
undertake defemd environmental 
mview should be obtained before fun& 
am obligated for unidentified 
subproiects or arpectr of projects. 
pm~pamr or activitier. (pun& may be 
obligated for the other arpects for which 
environmental review har been 
armpletd) To avoid an hvemible 
commitment of resource8 prior to the 
conclusion of environmental review. the 
obllgatioo of fund8 can k ma& 
incnmentdy ar subproject8 or aspects 
of projects. program or activitier am 
identified: or if necesbe ry whik planning 
continuer. including eovironmental 
review. the agreement or other 
document obligatl~ fun& may contain 
appropriate canvenantr or codtiom 
d e n t  to disburrement for 
-kidentlfi4 subprojects or aspects of 
project& pqramn or activities 

(iii) When environmetd review must 
k d e f m d  beyond the time some of the 
fun& are to be disbwed (0.8. long lead 
times for the delivery of goo& or 
services). the project agreement or other 
document obligating fundr ahall contain 
a cavenant or covenant8 requiring 
environmental review. including an 
Environmental hsesrrment or 
Envimnmentd lmpad Statement when 
appropriate, to be completed and taken 
into account prior to implementation of 
thore subprojects or aspects of the 
project p-m or activity for which 
environmental mview is deferred. Such 
convenantr shall enswe that 
implementation plans will be modified 
in accordance with environmental 
review if the parties decide that 
mndificationr am neceesary. 

(Ivj When environmental review will 
not be completed for an entire project 
program or activity prior to 
authorization the tnitlal Environmental 
Examination and Tbrerhold Decision 
required under 4 nlL3(a)(l) and (2) shall 
identify thorn aspect8 of the project 
program or activity for which 



envimnmental ravim will be completed 
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prior to the time financq u n u t k i d .  
It shall also include those rubprobcta a 
arpecta for which enviro-td ravim 
willbedefmdrtatingtlmra~~oorfor 
deferral and the tima when 
envimamentnl ravim will be 
completed. Further. it shall rtate how an 
irrsvanible commitment of fundo will be 
avoided until emrimnmantd m v i ~  u 
completed. The AD. officer 
rerponaible for making mvimnmantd 
dbddonr for ouch project* propma or 
activitia d d  alur be identified (the 
MIW ofllcer who har decidon m a  
authority for tlm other arpacta of 
implamentation). Thlr d e f d  rhall be 
ravimed aad appmved by the ofllcer 
m a  tb Thrarhold Dochion end the 
officer who authorizes the project 
program or activity. Such approvd may 
be made only afta conrultation with the 
Om- of Gemra).Cound for the 
purpow ofeatablinhinrj the manner in 
which canditionr precadent to 
dirbursssrant or covan~ta  in project 
and 0 t h  ~ ~ t a  will avoid an 
irmenihb cammihnent of naource8 
won elnhmmltal  raviW is 
completed. 

(81 Monihim To the sxtsntfsnible 
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end relevant piOjecta and prolpamr f a  
which Fmironmmtal Imoact Statemento 
or Environmental ~ m e n t a  haw 
been prepared should be deaigned to 
include meawamant of any changer in 
envirwmantal quality. poritive or 

EFFECTIVE DATE 

October 9 ,  1980 

negative. during theit implemsntation. 
Thia will raquire recording of baae~lue 
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data at the 6~ To the axtent that 
available data parmit originating officm 
of AD. will formulate wrtem in 
collaboration with dp i -mt  natioru. to 
monitor such im~acta durfnn the life of 

implementation of proieck p& 
and activitier rhall taka into account 
environmental impacta to the same 
extent ar other arpectr of much project* 
program and actlvitiea. ff during 
implamentation of any pmjcct p m p m  
or activity. whether or not an 
Environmental Aaumment or 
Envimnmental Impact Statement war 
originally required. it appean to tlm 
Mimion Ditecto~, or officer mponribl. 
for the project program or activity., that 
it ir having or will have a rigdcant 
effect on the environment that war not 
previously rtudied in an Environmentnl 

Auarunent or Environmental Impact 
Statement. the procedunr contained io 
thin part shall be followd Including. ar 
appmpriate. a Thehold Decfrion, 
Scopi- aod an Envlro-tal 
h r aumtn t  or Environmentnl Impact 
Statement. 

(Ill] Revisions. It. after a Threshold 
Deddon b made resulting in a Negative 
Determination. a project ir ravired or 
new information becomes available 
which indicetea that a propod action 
might be "major" and ita effacta 
"sigdicent", the Negatfvb 
Determination will' be rwimed and 
mvired by the cognizant Bureau and an 
Environmental Amesamant or 
Environmental Impact Statement will be 
pnprred if appropriate. Environmental 
haemmenta and Envimnmental Impact 
Statttmmta will be amended and 
pmcerd appropriately if them am 
major c h e b  in the project or propam 
or if d d c m n t  new information 
baco&r avaUable wMch mlater to the 
impact of the project program or 
activity on the amrlronment that war not 
conaidend at the time the 
Environmental haemmsnt or 
Environmental Impact Statement war 
approved. When on-goiq pro~pamr a n  
mvirsd to incorporate a change in scope 
or nature, a determination will be made 
ar to whether such c h a w  may have an 
environmental impact not previoudy 
m e e d .  If no, the procodurea outlined 
in thin part will be followed 

(lo) Ofher A p p m l  o4cwnentc. 
These p d m  refer to certain ALD. 
documentr such ar mD* PAW, PPa and 
PAADr ar the ALD. internal 
instnunento for appmval of pmjucta 
program or activities. From h e  to 
h a  certain spedal proceduma ouch ar 
thoae in O 236.4. may not requite the UM) 
of the aforementioned docummtr. In 
theno rituatfona thew environmental 
procedures rhall apply to thow spedal 
approval p d u r e a  unler~otherwire 
exempt at approval timer and leveb 
compkble to projecta progmm and 
activities in which the aforementioned 
documents are u d  

(b) P c r W  M t u a r - - ( l )  M t  
hci~fcmnce Btapt prodded- In 
O 216.3(bX2). all p r o m  m j e c t ~  in- 
~ ~ l v i n o  aadntanci fo i  the piocknrnt 
or use. or both. of vatiddcs ah.ll k 
wtbject to the pmceduma p m b e d  in 



i 11(1.3(bnl) (1) through tv) below. 
Them umcedura ahall abo .pply, to 
the extent permitted by -ta 
entend lnto by AJ9. befare the effec- 
tive d 8 b  of t h a t  pcrtfdde pmceduna 
to such projecu tm hve bsen ul- 
tho- but for whtch pesticides have 
not been pmcund u of the effective 
date of thew uestidde pmxdu~ca 

(1) When a project Lncludea Mist- 
ana for procurament or uw. or both. 
of pestiddea mgbtemd for the ume or 
sixnth me6 by USlEPA without re- 
strlction. the IniU 1EnVhnment.l 
Rsrunrnluon for the project ahall In- 
dude a rrcmrate scetion ev8luatha the 
econO5ic S0d.l rad en-t.L 
rlaka rad barnfib of the pl.nncd pesti- 
dde uw to detarmlos whether the we 
may result in dgnmunt envtropmen- 
ta l imDact .~mtobecoMideredin  
such an ev8lrutton shall Lnclude. but 
not be limited to the followimz 

~ a ) T h r U 8 E P A ~ n ~ o f ~  
m- m d 4 ;  

(b)The b u h  f o r l a l ~ o l  the rsquat- 
ed Daucl* 

(c)Theextmttowrhlehthepropacdm 
U d e u r a h p u t o f u r l n ~ ~ m u r -  
ycmat P 

(dl   he= ma~hod or mathodr of 
.opIlatto~ IacIudIng a*.ilrMlity of rppm 
prUa rppllatim .ad d e t l  uaulpmcnc 

(c )  Any .cute md lollrz-tam t o . b c o 1 ~  
huud* either humm or avlmnmentrL a+ 
soctUedwtththepmporcduraandmar- 
uraaval&blefomlahhearehh.PtdE 
V) Thr effectlvenesa of the requaatad m 

Udde for the proposed urr. 
(01 Com#tlbWty Of the p m  m- 

clde wtth urges md no11tam4 ccalntem~ 
ch) The condlUaar urdrr w h k h  the peat& 

cldc h to be ured ~ac~udlne C-. no- 
faun& mwmuh~. hmloqy. and s o u  

(1) The amihblIIty md e f fcc t fwn~  of 
other pcstkidea or nonchamlal control 
methodr: 

The reauatku cauuuy'a ablllty fo re#- 
uUc or control the dltributloa storwe. 
we md dlaposd of the requatad patldde: 

ck) The provlslonr made for trrialnp of 
lm!n Pnd rpplhtor* Pnd 

tn The p m i a b m  made for monitorin0 
the ura mad effoctiveneam of the pattddc 

In tho#, c ~ e s  where the evaluation of 
the prommi watlcide use in the Ini- 
tial Environmental Examination Indt- 
cam that the use wil l  sidficslltb 
effect the human environment, the 
Threshold Decision wUl lnclude a nc- 
ommendation for the pnuaration of 
an Environmental hmzmment or End- 
ronmental Impact statement. u aE- 
propriate. In the event a decbbn is 
made to approve the planned mticide 
uae. the Pmject Paper shall include to 
the extent practicable. proolsiom de- 
signed to mitigate potential advexae ef- 
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fects of the pesticide. When the -ti- 
cide evaluation section of the Initid 
Environmental RPminotion does not 
Indicate a potentially unreasonable 
rta arisine tram the ue8tidde use, sn 
Environmental Ammmnent or End- 
rapmental Imcmct Statement shall 
neverthelax8 be pnpued lf the end- 
nmment.L effects of the project other- 
wi8e nqulre further urwrment. 

(11) When a project includes adat. 
ance for the procurement or use, or 
both. of w pe6tidde reastend for 
the same or dmilnr u6ea In the United 
States but the propo8ed use L restrict- 
ed by the USEFA on the brais of user 
h.xud the pmceduma set forth in 
0 21e.3bMlni) shove wl l l  be followed. 
In addition. the IniU Ehvironmcntal 
Examhation wil l  include sn evalw 
tion of the uaer ha%mh anmciated 
with the ~rowicd  USEPA restricted 

EFFECTIVE D A T E  
October 9 ,  1980 

ures to e r k e  Umt the implementa- 
tion plan whlch Is contained ln the 
Project Paper Incorporates provisions 
for making the recipient government 
sumre of these r&&s 8nd provldlng. if 
ncasllary. such technical sssistaace as 
may be required to mitigate these 
rhtk U the proposed pesticide uae L 
abo rtstrictd on a bash other than 
user hazard. the procedures in 
0 216.3(b)(l)(ILL) shall be followed in 
lieu of the pmcedurea in this section 

(ILL) U the project Includes assistance 
for the procurement or use. or both of: 

(a) Any pesticide other than one 
registered for the same or similar uses 
by USEPA without restriction or for 
restricted use on the basis of user 
hezard: or 

( b )  Any pesticide for whtch a notla 
of rebuttable presumption against n- 
regi8trotion. notice of intent to canal. 
or notice of lntent to suspend hes been 
bsued by USEPA, 
The Threshold Decision will  Drovlde 
for the preparation of an ~nvirbnmen- 
tal Assessment or mvironmental 
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Impact St&ement, u appropriate 
(i 218.Bta)). The EA or EIS shalI in- 
clude. but not be limtted to. an analp- 
sis of the factors identified in 
5 216.3(bMl)(i) above. 

(iv) Notwithshnding the provisions 
of 50 216.3bMl) (1) through (ILL) above. 
lf the project includes aaa iahm for 
the pmcure!ment or use. or both. of s 
Peddde a g a h t  which USEPA 
Initiated a n?guAatory action for cause. 
or for whtch it has h u e d  a notia of 
rebuttable pmumption aeahat rereg- 
istration. the nature of the action or 
notice. including the relevant techni- 

AID HANDBOOK 3,  App 2D 



crJ urd sdentiflc frctorr will b dir- 
cumad with the requesting govern- 
m a l t 8 a d ~ i n t h e ~ . L I L t U  
p r e # r a d i n t h s E A o r E I S . U ~ A  
I n i ~ w o f t h e ~ r p . e t L o r r r  
above Eg8mt a EGstwQ SUb-aUQIt 
toitaev8lurtloainurIE&EAorEI8. 
t h e ~ u r e o l t h e r e t l o D a b d i r -  
cu#d with ths r a d p h t  go--t 
luad conddeml in ur uaended IQC or 
.mendtdEAorEI8.~.pproWtrtc. 

to) u the prolea ~ u d e r  rrdrturcs 
for the procurement or ure, or both of 
~ d e e b u t t h e J s p e d i l c ~ t o  
bpmcuradoruredarrrrotbeidtnU- 
fled at  ths tlme the IEE L v n P . n d  
the pmcedura outlined in 14 2163b) 
(1) throush (iv) will be followed when 
the spedilc pa&lclder u e  idexltirled 
.nd before pmcurement or ure L a- 
tho- Where idcntifiutbn of the 
patiddeetobe~mcund~rureddar 
not occur until after Project PIpcr rp 
pr~vrL neither the procunment nor 
the uaa of the -dsr shall be m- 
dertrlren unlra 0ODrovad in writing, 
by the BpLt.nt MmUstmtor (or in 
the of projectd -0- at the 
MLslton level the lYbrion Director) 
who approved the Project Piper. 

(2) EtcspHonr b Pcrtfcidc Procc- 
d m  The pmadure8 set forth in 
1 216.3(bKl) above shall not m l y  to 
the followlno pro1ects including asab+ 
ance for the pracurament or w. or 
both. of pa&lcid4zR 

(1) Projects under emergency condl- 
Uona 
Emergency conditions shall be dccmed 
to exiat when I t  b determined by the 
Achinhtrrtor, AID.. in writing thar 

(a )  A pat outbreak baa occurred or 
b imminent; and 

(b )  S W i c a n t  health problem 
(either humma or animnl) or slgnlfi- 
cant ecanomk problem6 wtll occur 
wlthout the prompt w of the pro- 
porad ueaticide: and 

(c) Inauffleient Ume b avrrllrble 
before the ueatlcide must be used to 
evaluate the p r o m  w in Pecord- 
ance with the provioio~ of this mau- 
lation 

(ii) Projects wbcn A.X.D. b a minor 
donor, a8 defined in f 216.ltcX12) 
above. to a multi-donor project. 
(U) Projects including asshtrna for 

procuranent or w. or both. of mff- 
c i h  for raeuch or Ilmited field evrl- 
&on ~uruaaea by or under the suaer- 
vioion of pmject PemnneL In such in. 
stmces, however. A.I.D. wil l  ervun 
Uut the maaufactursn of the psrrti- 
W provide t o x i c o ~  8ad end- 
mlullental data - to SdcOurrd 
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t h 4 h u l t h o r m a e u c h ~ ~  
the quality of the l o a l  c n v l m ~ t  In 
whlch the pesudda a be u s d  Ru- 
thsnnom, trarted mp will not be 
Uldd for hunun or .n(mrl c o l ~ m ~  
tton unl- auprop- tolemnca 
h.oe been eshbbhed by EPA or rec- 
ommended by PAO/WHO. and the 
rrta urd fretausncy of . ~~WOLL te 
gether with the pre8crlbed prehsrvest 
intmvak do not result in reddues ex- 
aedfnO such tdemnca Thlr prohibi- 
tion dam not avuly to the feedine d 
such crop6 to 81- for nscvch 
D m  

(3) Non-Reject Asttrtancc Ln a vug 
few limited number of circum6t.acer 
AJD. w provide non-project assist- 
ance for the pmcuremmt and w of 
mstiddes. Arvhtance in such ama 
W be provided U the AJD. Admln- 
ktt.tor determined in writing that (i) 
emergency condlUo~. a8 defined 111 

216.3(bX2)(1) above exists; or (ll) that 
com~ellhg circums- exbt suct* 
that failure to provide the prowxed 
&tona would seriously impede the 
attainment of US. foreign policy ob- 
jectives or the objectives of the for- 
eign ~ ~ l s t a n a  program. Ln the latter 
cane. a d d o n  to provide the a d s t -  
ance will be bssed to the maximum 
extent practicable. upon a considem 
Uoa of the factors set forth in 
# 216.3tbK 1x1) and. to the extent avail- 
able. the hbtory of efficacy and safety 
owerlnq the prat w of the pestidde 
the in recipient country. 
t21w Rhte.pe4antr 

Rograrna projects or activities for 
which financing from A.I.D. is sought by 
private applicants. such as WOE and 
educational and research institutions. 
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.& subject to these procedures. Except 
aa provided in 00 216.2 (b). (c) or (dl. 
pkliminary proposals for financing 
submitted by private applicants shall be 

EFFECTIVE D A T E  

October 9 ,  1980 

accompanied by an Initial 
Envimrimental Examination or adequate 
information to pennit preparation of an 
Initial Environmental Examination. The 
Threshold Decision shall be made by the 
MIuion Director for the country to 
which the propod relates. if the 
preliminary propom1 is submitted to the 
AID. Miuion, or shall be made by the 
officer in ALD. who approves the 
preliminary propod. In either case. the 
concurrence of the Bureau 
Environmental Officer is required in the 
oame manner as in 8 2I8.3(a)(2). except 
for PVO projects approved in A.I.D. 
Mimions with total life of project costs 

PAGE NO. 
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lear thap S500.0#1 Thereafter. the same 
procedure8 set forth in 4 n6.3 including 
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as appropriate amping and 
- 

Environmental &8earmenb or 
Environmental Impact ~ k t i e n t a  rhall 
be applicable to program, projectr or 
activitisr submitted by private 
appllcantr The finel p ropod  .submitted 
for fhandng rhall be treated. for 
purposes of there procedures. ar a 
Rojsct Paper. The Bureau 
Environmental Officer shall adviw 
private applicantb of studier or other 
information foreaeeabl y required for 
action by A.I.D. 

4 2 l U  -rp.d.r 
It ir A D .  policy to conduct its 

m l t a n c e  prosmmr in a manner that ir 
wnrltlve to the protection of endangered 
or threatened rpecier and their &tical 
habitats. The Initial Environmental 
Examination for each project. program 
or activity having an effect on the 
environment rhall rpecifically determine 
whether the project. p r o p m  or activity 
will have an effect on an endangered or 
threatened specier. or @tical habitat. If 
the pmporsd project. p r o p m  or 
activity will have the effect of 
jeopardizing an endangered or 
threatened swcier or of advenely 

EFFECTIVE DATE 

October 9 ,  1980 

modifying it; critical habitat the - 
Threshold Decirion shall be a Poritive 
Determination and an Environmental 
Aeeesrment or Environmental Im~act  
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Statement completed ar  appropriate. 
which shall discurr alternativer or 
modificationr to avoid or mitigate such 
impact on the specie6 or itr habitat. 
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0216.0 Emkommtlr- 
(a] Ceneml hrpose. The purpore of 

the Environmental Arrerament ir to 
provide Agency and hort country 
decirion mahers with a full diacusrion of 
rignificant environmental effecta of a 
p r o p o d  action. It includea altemativer 
which would avoid or minimite adverre 
effecta or enhance the quality of the 
environment M) that the expected 
benefita of development objectivsr can 
be weighed againat any adverrr, impactb 
upon the human environment or any 
irreversible or irretrievable commitment 
of mourcea 

(b] Coiiabomtion with Affecred 
Nation on Pmpomtion. Collaboration in 
obtaining data. conducting a ~ l y s e r  and 
conriderinn alternatives will help build 
an awarenirr of development - 

emaciated environmental problems in 
IOU developed countries as well a r  
aui r t  in buildins an indigenom 
imtitutional capability to deal 
nationally with such pmblemr 
Mirdona B w e a e  and Officer will 
collaborate with afIected couotriea to 
the maximum extent pouible. in the 
development of any Environmental 
~ ~ e n t a  and conaideration of 
environmental conrequences a8 net forth 
therein. 

(c) Content and Form. The 
Envimnmental Arsemment rhall be 
bawd upon the scoping statement and 
ahall address the following elements. ar 
appropriate: 

(11 Summary. The sununary shall 
strers the major conclurions. areas of 
contmveny. if any. a11d the irsues to be 
resolved. 

(2) Purpose. The Environmental 
Asrerrment shall briefly spec~fy the 
underlying purpose and need to which 
the Agency is responding in proporing 
the alternatives incl ding the propoeed 
action. V 

(3) Alternatives Including the 
hposed Actrori. This section should 
present the environmental impacts of 
the proporal and its alternativer in 
comparative form thereby sharpening 
the irruer and providing a clear barir 
for choice among options by the 
decirion maker. This section should 
explore and evaluute reasonable 
alternativer and biiefly discuss the 
rsasonr for eliminating those 
alternatives which were not included in 
the detailed study, devote substantial 
treatment to eachalternati\.e considered 
in detail including the proposed action 
so that reviewen may evaluate their 
comparative merits: include the 
alternative of no action; identify the 
Agency's preferred alternative or 
alternativer if one or more exirtr; 
include appmpriate mitigation measurer 
not already included in the propored 
action or alternativer. 

(4)  Affected Environment. The 
Environmental Aaoessment shall 
succinctly describe the environment of 
the area(r) to be affected or created by 
the altunatives under rnnsideration. - 
The deaui~tiona rhall be no lonner than 
ir necesr& to undentand the dfecta of 
the altemativw. Data and a ~ l y r e r  in 
the Environmental Arrerrment rhall be 
commenruratn with the significance of 
the impact with lerr important materid 



summarized. conwlidated or rimply 
referenced. 

(51 hvimrnenta/ ~ s q u e n c e a  Thtr 
wction fonm the analytic basis for tlm 
compariwm under paragraph (c](3) of 
this wctioa It will include the 
anviranmwtd impactn of th. 
alternntivw including the p m p d  
action; any advans effect. that cannot 
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be avoidd rhould the p r o p o d  d o n  
be implemented; the relatiomhip 
betwwn lort-term uses of the 
environment and the mainteeanca and 
enhancement of long-term productivity; 
and any irrevanible or inutriwable 
wmmitmentr of ranourcar which would 
be involved in the p m p o d  rhould it be 
implemented. It rhould not duplicate 
d l c u ~ i o m  in paragraph (c)(3) of this 
~ c t f o a  Thia wction of the 
Eoviranmenhl Aanssmant should 
include dimcumions of direct effecta and 
their significance: indirect effecta and 
their signiftcarres: pomible conflictr 
between the propond action and land 
use plans, policies and controls for the 
areas concernad: energy requiramenb 
and conservation potential of variow 
alternatives and mitigation measurer: 
natural or depletable renotme 
requisementr and conservation potential 
of variow ,requirements and mitigation 
measurer; urban quality; hutoric and 
cultural rerourcea and the design of the 
built environment, including the reum 
and conservation potential of variow 
alternatives.and mitigation measurer 
and meam to mitigate adverse 
environmental impacts. 

[el fist of Aep0ret-s. The 
Environmental Anaessment shall l id the 
names and quslificationr [experthe, 
experience, professional discipline) of 
the ~ s r s o n r  orimaril y reswnribb for 

3 
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preparing the ~nvironm&tal 
Aaremment or significant background 
papem. 

(7) Appendix. An Appendix m y  be 
P R P ~ ~ .  

(d) P m p m  A.wbs8ment. Ro(gam 
Aseesrmenta may be appropriate in 
order to asrws the environmental 
effectr of a number of individual actions 
and their cumulative envimnmental 
impact in a given country or geographic 
area. or the environmental impacta that 
are generic or common to a dass of 
agency actionr or other sctivitfea which 
are not county-spacific In these carer  
a single, programmath auessmant will 
be prepared in A.LD./Washington and 
circulated to appropriate overseaa 
M i d o n a  host governmmb. and to 

EFFECTIVE DATE 
October 9 ,  1980 

interested parties within the United 
Shtes. To the extent practicable. the 
form and content of the pro(pammotic 
Environmmtal Amaament will be the 
same as for proiect Ameasmmtr 

-- 
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Subsequent ~ ~ e n t a l  Aaaoasmentr 
on maior individual actiom will only be 
n&y where such follow-on or 
~lbsequent activities may have 
stgniflcant environmental impacts on 
specific countrim where such impactr 
have not been adequately evaluated in 
the programmatic Eovironmental 
Aanssment. Other prorpabmatic 
evaluationr of c l a ~ m  of actions may be 
conducted in an effort to establish 
additional categorical exclusions or 
design shndanh or criteria for such 
clamem that will eliminate or minimize 
adversa effectr of such actiona enhence 
the environmental effect of such action 
or d u r n  the amount of paperwork or 
time involved in thaw procedures. 
-atic evaluatiom conducted for 
the purpose of establishing additional 
categorical exclusiom under P Zlaz(c) 
or design considerations that will 
eliminate significant effecta for daraes 
of actiom shall be made available for 
public comment before the categorid 
exclusions or design s t a n d a h  or 
criteria are adopted by A.I.D. Notlce of 
the availability of such document shall 
be published in the Faded Redstar. 
Additional categorical exclueiom h a l l  
be adopted by A.19. upon the appmval 
of the Administrator. and design 
c o ~ i d e r a t i a  in accordanca with u u l  
agency procedures. 
( a )  &sulfation and Review. [I) 

When Environmental Aaressmentr are 
prepared on sctivities carried out within 
or f o c u ~ d  on specific developing 
countries consultation will be held 
between A.I.D. staff and the host 
govemmmt both in the early stages of 
preparation and on the results and 
significanca of the completed 
Aasersment before the project is 
authorized. 

(2) Missions will encourage the host 
government to make the Environmental 
Assewmat available to the general 
public of the recipient country. if 
Environmental Assemments am 
prepared on activities which am not 
wuntry-spec in^ the Assessment will be 
cireulsted by the Environmental 
Coordinator to A.I.D.'s Overseas 
Missions and intererted governments for 
information, guidance and comment and 
will be mede available in the U.S to. 



interested partier. 
(0 Effdct in Other Countri~ In a 

rihmtlon where an analyrir indicatw 
that potentla1 effects may extend 
beyond the national boundarier of a 
e p b ~ t  counrry and adjacent fomign 
nationr may ipo affected ALD. uga 
the rsdpiant covnlry to c o d t  with 
ruch eounmn in advance of project 
approval and to negotiate mutually 
acceptable acwmmodationr. 

[g] CIodu~sdMateriaL Environmental 
h e r m e n t n  will not normally include 
classifid or adminirtmtively controlled 
materid Howaver, them may k 
rituatlonr where e n ~ i r o n m ~ t a l  arpectr 
cannot k adeauotelv dkuarsd  without 
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the Inclusion of each-aularial The 
hand@ and didorues oi clauifled or 
adminirtmtlvely controlled material 
rhdl k governad by 22 CPR Part B 
 tho^ portiona of an hvironmental 
Aawrrment which an, not clarritied or 
admirrirtmtively controlled will be made 
available to psrsona outdde the Agency 
ar  pmvlded for in 22 CFR Part ?Q. 

)21&7 tnurmnmnClllmp.ct- 
(a) Appfiwbility. An E n m e n t a l  

Impact Statenmnt ha l l  b ptsparsd 
when agency actiona ri@ficaatly affect: 

(1) The global envtronmwt or an,- 
outride the jurfwilction of any nation 
(a&. the wann): 

(2) The environment of the United 
Stater: or 

(3) Other arpectr of the envinmment 
at the dametion of the Adminiatrator. 

(b) Effects on the United States. 
Con- cmd Fonn. An Environmental 
Impact Statement ralating to paragpph 
(a][2) of thin .section shall comply with 
the CEQ Regdadom. With respect to 
effesctr on the United State.. the tQmr 
environment and ripdicant effect 
wherever wed in thane pmceduma haw 
the wme meaning a8 in the CEQ 
Regulatiwr rather than a8 defined in 
P n a l ( c )  (12) and (13) of t h w  
procedurer. 

(c) Other Eff- Content a d  Ftznn. 
An Environmental Impact Statement 
relating to paragraphs (a)(l) and (a)[3] of 
thin rection will generally follow the 
CEQ Regdationa. but will tala into 
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account the special conriderattonr and 
conwrna of A.I.D. Circulation of such 

EFFECTIVE DATE 

October 9 ,  1980 

En-ntai Impact Statemmta in 
draft form will precede approval of a 
Roject Paper or equivalaat and 
commentr fmm ruch circulation will be 

conaidered before final project 
authorization a r  outlined in Q n a 3  of 
these procedures. The draft 
Environmantd Impact Statement will 
also k circulated by the Mfsrionr to 
affected foreign govemmentr for 
infemation and comment Draft 
Environmental Impact Statementn 
generally wiU be made available for 
comment to Federal qencier with 
juridiction by law or rpecial experUre 
with mupect to any environmental 
hipact involved. dnd to public and 
private organizations and Iodividualr for 
not I eu  than forty-five (46) days. Notics 
of avaUabiUty of the dmR 
Environmental Impact Statemsnta will 
k publiehod in the Fedand Re$ster. 
Cognizant Bumaw and Officer will 
rubmit them drafta for circulation 
thmugh the Environmental Coordinator 
who will have the rerpomibility for 
coordinating all ruch commurricationr 
with penma outride A.I.D. Any 
commsnta received by the 
Environmental Coordinator will ba 
fomarded to the originating Bureau or 
OWce for conaideration in final policy 
deciaionr end the preparation of a Baal 
Environmental Impact Statement W 
ruch comment8 will k attached to the 
5 a l  Statement and thore relevant 
commentr not adequately dircurred in 
the draft Environmental Impact 
Statement will be appropriately dealt 
with in the final &vironmeatal Impact 
Statement Copier of the final 
Environmental Impact Statement with 
commentn attached will be sent by the 
&-td Coordinator to CEQ and 
to all other FederaL rtate. and local 
a#mder end private organizmtiona that 
made rubstnntlve commentr on the 
draft, indudlng d d  foreign 

foreign policy make it necaamy to take 
an action without obmrving the 
provirions of Q 1YX.10 of the CEQ 
Regulationr. or when there ara 
overriding comidemtionr of expenee to 
the United Statw or foreign 
govarnmenta the originating Offlce will 
advire the Emrironmental Coordinator 
who will unuult with Department of 
State and CEQ concarning appropriate 
modification of review p m c e d m .  

9 21- Publie harinp 
(a) In most instance9 AID wlll  be 

able to galn the beneflt of pubIlc par- 



tidvatlon Ln the Impact statement 
proass through drculotion of draft 
stakmenta and noticc of p u b k  avail- 
8bllity fn CEQ publlcationa However, 
fn some cmes the Administlrtor w 
wish to hold publlc h n  on draft 
Environmental Impact Statements. In 
deciding whether or not a publlc hear- 
Ing h .pproprirte. B ~ ~ X B I U  Ln ~ ~ J u u c -  
tlon wlth the EnvimnmentPl Coordl- 
=tor should consider: 

(1 The magnitude of the promsal in 
terms of economlc uM6. the geogreph- 
LC area involved, and the uniqueness or 
slze of commitment of the resources 
inv01vcd: 

(2) The d e ~ n e  of intereat Ln the p m  
poral aa evtdenced by requestr from 
the publlc and fmm Federal. state and 
loul  authorltita and prlvate or- 
t l o ~  and individuals. that a hearing 
be held; 

(3) The com~lex i t~  of the h u e  and 
ll~ellhood thPt i n ~ o m t f o n  wu be 
~re8ented .t the hemlm whlch wlll be 
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~ ~ 

of aaaiatum to the &&, and 
(4) The exknt to which publlc in- 

volvement already hPr been achieved 
through other meam such aa euller 

3 

vubllc hearings. meetings with cltlzen 
representatives. and/or written com- 
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ments on the proposed action 
(b) If publlc hevlngs are held, draft 

Environmental Impact Statements b 
be discussed should be made available 
b the publlc a t  l eu t  flfteen (15) days 
prlor to the time of the pub& hear- 
ings. and a notice WU be placed in the 
F o D w  ~~ giving the subject, 
time and plaa  of the p r o m  hear- 
Lnoa 
021- ~ m d m u m t . r r l r t u m  
n d ~ ~ o t . n v l r o c m n t l )  
h m u  

EFFECTIVE OATE 
October 9 ,  1980 

Notwithtanding anything to the 
contray in these procedures. the 
Administrotor may appmve the use of 
either of the following documents as a 
substitute for an Environmental 
Aweumsnt (but not a substitute for an 
Environmental Impact Statement1 
required under thew ptoccduns: 

(a] Bilateral or multilateral 

@) Condw reviem of the 
envirwmcmtal h e n  involved including 
summary environmental analyun or 
other appropriate docpmmt.. 

4nrro R.cord.mdngart.. 
Each Agency Bureau will maintain a 

ammt k t  of activities for which 
Environmental Awssmentr and. 
En-tal Impact Statamentr am 
king prepared and for which Negative 
Determinationr and Dcclarationr have 
been made. Copies of Anal Initial 
Environmental ExPminatIona ~0pin.g 
statement* Aareumetnb ~ n d  Impact 
Statementr will k available to 
interested Federal agencies upon 
q u e s t  The cognizant Bureau will 
maintain a permanent file (which may 
k parI of itr normal project Alas] of 
5vironmental Impact Statemmh 
5vironmmtal Aaaes8rnenta W Initial 
Environmental Examinatlone, swping 
statemmth Detarminations and 
Declaratiolu which will k available to 
the public under the Freedom of 
Information Act Intemted personr can 
obtain idonnation or s tam reports 
regarding Environmental Aasessmentr 
and Environmental Impact Statementr 
through the k lD.  Environmental 
Coordinator. 
(22 U S C  p(n: 12 U.SC 4332) 

Dated October 9. 
JarphC-. 
Acting Admmidtmtor. 

environmental studies, relevant or 
related to the proposed action, prepared 
by the United States and one or mom 
foreign countries or by an international 
body or organization in which the 
United States is a member or 
participant: or 



APPENDIX 2E 

TRANS. MEMO NO. 
AID HANDBOOK 3 3 :43 

(RESERVED) 

EFFECTIVE DATE 

September 30, 1982 
PAGE NO. 

2 ~ - 1  



A P P E N D I X  2 F  

T H E  L O G I C A L  FRAMEWORK 

( R e s e r v e d  ) 

AID HANDBOOK 3 
TRANS. MEMO NO. 

3:43 
EFFECTIVE D A T E  

S e p t e m b e r  30, 1982 
PAGE NO. 
2 F - 1  



APPENDIX 26 

AID HANDBOOK 3 

RECIPIENT COUNTRY CONTRIBUTION TO THE ACTIVITY 

Sect ion 110 o f  the  FAA, Cost - Sharing and Funding L i m i t s ,  s ta tes :  

"No assis tance s h a l l  be fu rn ished by the Un i ted  States Goverrment t o  a 
count ry  under Sect ions 103 through 106 o f  t h i s  A c t  u n t i l  the  count ry  
prov ides assurances t o  the President ,  and the Pres ident  i s  s a t i s f i e d  
t h a t  such country  w i l l  prov ide a t  l e a s t  25 per  centum o f  the  cos ts  o f  
the e n t i r e  program, p r o j e c t  o r  a c t i v i t y  w i t h  respect  t o  which such 
assistance i s  t o  be furn ished,  except t h a t  such cos ts  borne by such 
count ry  may be prov ided on an ' i n  k i n d '  basis." 

Page No. 
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This Guidance prov ides d e f i n i t i o n s  o f  what the  new sec t i on  covers and 
how AID w i l l  c a r r y  i t out. 

Effective Date 

J u l y  20, 1989 

A. A p p l i c a t i o n o f  S e c t i o n 1 1 0  + 

The p r o v i s i o n  app l i es  t o  b i l a t e r a l  assistance fu rn ished d i r e c t l y  by the 
Government o f  the Un i ted  States t o  the governments o f  the l e s s  developed 
coun t r i es  under Sect ions 103 through 106, a f t e r  January 3, 1974. 
D isc re te  A I D  p r o j e c t s  i n  a consu l ta t i ve  group s e t t i n g  where o the r  donors 
a re  f inanc ing  o ther  p r o j e c t s  a r e  inc luded under the  prov is ion .  The 
p r o v i s i o n  i s  n o t  app l icab le  t o  ass is tance t o  p r i v a t e  organ iza t ions  i n  
fur therance o f  t h e i r  programs i n  the  l e s s  developed count r ies ;  
au thent ica l  l y  mu1 t i 1  a t e r a l  , regional  o r  i nter- regional  programs; housing 
guarant ies; and amendments and o ther  a d d i t i o n s  o f  funds t o  e x i s t i n g  loan 
and g ran t  p r o j e c t s  n o t  a f f e c t i n g  s u b s t a n t i a l l y  the scope o f  the 
p ro jec t .  Quest ions regard ing  whether o r  n o t  a p r o j e c t  i s  m u l t i l a t e r a l ,  
r e g i  onal , o r  i nte r reg i  onal w i l l  be s e t t l e d  on a case-by-case bas i s .  
A d d i t i o n a l l y ,  the sec t i on  i s  n o t  appl i c a b l e  as a ma t te r  o f  law t o  OPGs. 
However, AID has a d m i n i s t r a t i v e l y  determined t o  apply t h i s  requirement 
whenever possib le.  Theref ore, OPG documentation w i  11 demonstrate a 
non-AID c o n t r i b u t i o n  o f  a t  l e a s t  25%, unless t h i s  i s  waived by the 
a u t h o r i z i n g  o f f i c e r .  

A "program" i s  considered t o  be an e n t i r e  sec tora l  e f f o r t  au thor ized 
under Sections 103 through 106 dur ing  any g iven year. Food and 
n u t r i t i o n ,  populat ion p lanning and hea l th ,  educat ion and human resources 
are  seen as d i s c r e t e  sec tor  programs; wh i l e  Sect ion 106 could i nvo l ve  a 
number o f  sec to r  programs, e.g., t r anspor ta t i on ,  power, o r  urban 
developnent. 

L, 
Revised 



The d e f i n i t i o n  o f  a  p r o j e c t  sha l l  be t h a t  d e f i n i t i o n  used i n  a  P r o j e c t  
Paper. An AID " a c t i v i t y "  i ncl  udes a1 1  o ther  assistance d i r e c t l y  
provided t o  a  country such as s e l f  -he1 p/special developnent a c t i  v i  ti es 
and program assistance. 

C. D e f i n i t i o n  o f  "Contr ibut ions"  and Per iod o f  Time Over Which 

Page No. 
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'Contr ibut ions Made by the Rec ip ien t  Country are Counted f o r  Purposes o f  
Neet ing Sect ion 110 

Trans. kmo. No. 
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Effective Date 

J u l y  20, 1989 

1. The c a l c u l a t i o n  o f  respect ive  c o n t r i b u t i o n s  should be based upon 
the t o t a l  cos t  o f  the p r o j e c t  o r  a c t i v i t y  as def ined i n  the document; 
e.g., P r o j e c t  Paper; thus, i f  the p r o j e c t  c o s t  i nc lud ing  AID and 
r e c i p i e n t  country con t r i bu t i ons  were the e q ~ l i  val en t  o f  $100, the 

3 
r e c i p i e n t  country would have t o  c o n t r i b u t e  a t  l e a s t  the equi va len t  o f  
$25. The cont r ibu t ions  by AID and by the r e c i p i e n t  country may be made 
du r ing  the l i f e  o f  the p r o j e c t  as def ined i n  the P r o j e c t  Paper; i.e., 
normal l y  the disbursement per iod  o f  the p l  anned AID cont r ibu t ion .  When 
funds f o r  a  mu l t i - yea r  techn ica l  assistance p r o j e c t  are ob l i ga ted  by AID 
on the basis o f  annual expenditures, the t o t a l  amount o f  the r e c i p i e n t  
country c o n t r i b u t i o n  should be discussed i n  the  P r o j e c t  Paper and may be 
described i n  the P r o j e c t  Agreement (a1 though the P r o j e c t  Agreement may 
o b l i g a t e  only AID'S annual c o n t r i b u t i o n  t o  the  mul t i -year  p r o j e c t ) .  % 

AID HANDBOOK 3 

2. P r i o r  t o  o r  a t  the t ime o f  o b l i g a t i o n  a  s a t i s f a c t o r y  assurance must 
be received from the r e c i p i e n t  country t h a t  i t  w i l l  con t ibu te  a t  l e a s t  

u 
25% o f  the costs o f  the e n t i r e  p ro jec t .  

3 .  The AID c o n t r i b u t i o n  i s  the amount planned t o  be ob l iga ted o r  
t h e r e a f t e r  obl igated. 

4. The c o n t r i b u t i o n  o f  the r e c i p i e n t  country may cover p r o j e c t  
operat ing and/or capi tal costs i ncl ud i  ng: Cash, c a p i t a l  goods, 
counterpar t  personnel re1 ated services and s tud ies  which are p a r t  o f  the 
p ro jec t ,  r e n t a l  o r  purchase o f  ma te r ia l s  f o r  the operat ions o r  
const ruc t ion  o f  the p r o j e c t ,  admin i s t ra t i ve  cost ,  f a i r  market value o f  
l a n d  cont r ibu ted by the country t o  the p r o j e c t  and costs r e l a t e d  t o  the 
above items. It w i l l  be noted t h a t  the i n c l u s i o n  o f  the words " in-k ind"  
i n  the  p e r t i n e n t  l e g i s l a t i o n  i nd i ca tes  the i n t e n t  o f  Congress t h a t  
con t r i bu t i ons  should be construed t o  r e f l e c t  the t o t a l  value o f  
con t r i bu t i ons  o f  the r e c i p i e n t  country government. S i tua t i ons  w i l l  
undoubtedly a r i s e  where i t  i s  no t  c l e a r  whether c e r t a i n  country 
c o n t r i b u t i o n s  come w i t h i n  the meaning o f  Sect ion 110. Such quest ions 
should be submitted t o  AID/W f o r  e a r l y  reso lu t i on .  

#' R e v i s e d  3 



5. A r e c i p i e n t  country c o n t r i b u t i o n  t o  budget/program assistance would 
be measured by t o t a l  investment o r  t o t a l  budget depending upon the 
contex t  o f  AID'S assistance. 

AID HANDBOOK 3  

6. Cont r ibu t ions  by other  donors are  excluded since mul t idonor 
pro jec ts ,  i f  a l l thent ica l  l y  mu1 t i 1  a te ra l  , are  excluded from coverage. 

D. Time When Ca lcu la t i on  i s  Made and Method by Which Ca lcu la t i on  i s  
blade--Two A1 t e r n a t i  ves 

Trans. b o .  No. 
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1. The p r o v i s i o n  c a l l s  f o r  r e c i p i e n t  country assurance p r i o r  t o  the 
f u r n i s h i n g  assistance; i.e., p r i o r  t o  o b l i g a t i o n  o f  funds f o r  the 
p r o j e c t  o r  a c t i v i t y .  AID/W would p r e f e r  t h a t  these assurances be 
fu rn ished i n  w r i t i n g  p r i o r  t o  f i n a l  cons idera t ion  o f  P r o j e c t  Papers i n  
order t o  enable cons idera t ion  o f  the assllrance a t  the t ime o f  
approval /author izat ion.  The r e q u i s i t e  assurance may be made p r i o r  t o  o r  
simultaneously w i th  execut ion o f  a  pro jec t ,  l o a n  o r  g rant  agreement, b u t  
the a u t h o r i z i n g  o f f i c i a l  should have some knowledge o f  the nature o f  the 
prospect ive assurance a t  the t ime o f  au tho r i za t i on  o r  au tho r i za t i on  
should be fo rmal ly  o r  i n f o r m a l l y  condi t ioned on the r e c e i p t  o f  
appropr iate assurances. I n  the  l a t t e r  case, the assurance would 
normal ly  be contained i n  the p r o j e c t  agreement. 

2. I n  order  t o  deal w i t h  a  m u l t i p l i c i t y  o f  country s i t u a t i o n s  and 
programs, i t  w i l l  be poss ib le  t o  receive assurances i n  one o r  a  
combination o f  the f o l l o w i n g  a1 t e r n a t i  ves (on a  pro jec t -by-pro jec t  o r  
a c t i  v i t y -by -ac t i  v i t y  basis o r  by sectora l  groups o f  p r o j e c t s ) :  

Effective Date 
Sept. 30, 1982 

a. Ca lcu la t i on  on Project-by-Project  Basis 

Page No. 
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Ca lcu la t ions  should be made on a  p r o j e c t - p r o j e c t  basis f o r  
1  i f e - o f - p r o j e c t ,  as def ined above, wherever feas ib le .  This should be 
the  primary method o f  complying w i th  the  provis ion.  Assurances should 
be obtained i n  w r i t i n g  from a  responsib le r e c i p i e n t  country o f f i c i a l .  
The assurances should l i s t  and s t a t e  the value o f  the items which the 
government w i l l  c o n t r i b u t e  t o  the p r o j e c t  being ass is ted  by AID. The 
assurance would be c i t e d  i n  the P r o j e c t  Paper and the s u f f i c i e n c y  o f  the 
est imated o r  assured c o n t r i b u t i o n  would be a  considerat ion given by the 
AID o f f i c i a l  a l l t ho r i z ing  the pro jec t .  P r o j e c t  Papers (o r  t h e i r  
equi va len t )  w i l l  have a  specia l  sec t i on  on r e c i p i e n t  country 
c o n t r i b u t i o n s  as p a r t  o f  the f i n a n c i a l  ana lys is  s e t t i n g  f o r t h  the 
assured o r  prospect ive con t r i bu t i ons  and t h e i r  adequacy. 

(For f u r t h e r  guidance on the AID analys is ,  see D2c.) 



b. Ca lcu la t ions  by Groups o f  P ro jec ts  

The p rov i s ion  may be met by r e c e i v i n g  a  p r i o r  w r i t t e n  
assurance o f  r e c i p i e n t  country con t r i bu t i ons  f o r  a  sec tora l  group o f  
p r o j e c t s  before o b l i g a t i o n  o f  funds f o r  the f i r s t  p r o j e c t  o f  the group. 
The group might  cons is t  o f  a l l  o r  p a r t  o f  the p r o j e c t / a c t i v i t i e s  w i t h i n  
a  sec to r  program, as def ined i n  paragraph B  above, to be 
authorized/approved w i t h i n  a  given f i s c a l  year. This method o f  
c a l c u l a t i o n  would n o t  re1 ieve Missions o f  the r e s p o n s i b i l i t y  o f  s t a t i n g  
r e c i p i e n t  country con t r i bu t i ons  i n  every P r o j e c t  Paper so t h a t  the 
v a l i d i t y  o f  the assurance cou ld  be v e r i f i e d  as p ro jec ts  a re  being 
authorized. 
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c. Basic Considerat ion o f  Using Above Approaches and Suggested 
Language 

* (1 ) The important  t h i n g  i s  t o  be able t o  demonstrate through 
the above ca lcu la t i ons  t h a t  a t  l e a s t  a  25% r e c i p i e n t  country 
c o n t r i b u t i o n  towards each p r o j e c t  o r  each AID sec to r  program author ized 
pursuant t o  Sections 103 through 106 w i l l  occur over the l i f e  o f  the 
p r o j e c t  o r  program. 

Effective Date 

J u l y  20, 1989 

( 2 )  This w i l l  be demonstrated e i t h e r  through assurances w i t h  
respect  t o  i nd i v idua l  au thor iza t ions  ( o r  a t  l a t e s t  by o r  a t  the time o f  
s i g n i n g  p r o j e c t  agreements) o r  by a  b lanket  assurance cover ing  the r a t i o  
o f  con t r i bu t i ons  f o r  the sec tora l  group o f  p ro jec ts .  
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( 3 )  As p a r t  o f  the analys is  o f  respect ive  con t r i bu t i ons ,  an 
acceptable answer t o  the  requirements o f  Sect ion 11 0  w i l l  be a long the 
l i n e s  of: * 
"An assurance has been rece ived from the  r e c i p i e n t  country t h a t  i t s  
c o n t r i b u t i o n  t o  the p r o j e c t  w i l l  be as f o l  lows.. .which equals %, o r  
more o f  the t o t a l  p r o j e c t  c o s t  dur ing  the p e r i o d  o f  ac t i ve  A I D  
i n v o l  vement. AID f i n d s  the assurance sa t is fac tory . "  O r  "We est imate 
the r e c i p i e n t  count ry 's  c o n t r i b u t i o n  t o  be , equal t o  % o f  
the t o t a l  p r o j e c t  over the  pe r iod  o f  a c t i  v e A I D n v o 1  v e m e n t . A r i t t e n  
assurance to t h i s  e f f e c t  w i l l  be received p r i o r  t o  o r  as p a r t  o f  the 
p r o j e c t  agreement." O r  "The assured c o n t r i b u t i o n  o f  the 
borrower/ grantee i s  which i s  l e s s  than 25% f o r  t h i s  p ro jec t ,  b u t  
the assured c o n t r i b u t i o n o r  a  sec tora l  group o f  pro jects,  o f  which i s  
p r o j e c t  i s  a  par t ,  i s  equal t o  o r  i n  excess o f  25%. O r  f o r  assurances 
f o r  groups o f  pro jects:  "An assurance has been received from the 
r e c i p i e n t  country t h a t  i t s  c o n t r i b u t i o n  t o  the  f o l l o w i n g  p r o j e c t s  ... w i l l  
be as f o l  lows.. .which equal s  % o r  more o f  the t o t a l  costs o f  the 
p r o j e c t s  du r ing  the pe r iod  o m v e  AID involvement. The reg iona l  
ass i s tan t  admin is t ra tor  f i n d s  the assurance sa t is fac tory . "  

+ Revi  sed 



( 4 )  Two po i  nts should be noted: Subsequent f i s c a l  year  
c a l c u l a t i o n s  o f  Sect ion 110 con t r i bu t i ons  should exclude any p r o j e c t s  
f o r  which 1 i f e - o f - p r o j e c t  assurances have been received i n  p r i o r  years. 
Excess c o n t r i b u t i o n s  from one sec to r  cannot be counted towards the  
c o n t r i b u t i o n  c a l c u l a t i o n  i n  another sector.  

AID HANDBOOK 3 

E. Waiver o f  R e c i ~ i e n t  Countrv Con t r i bu t i on  Reaui rement 

* 1 . Section 112(a ) ( l  ) o f  the I n t e r n a t i o n a l  Developnent and Food 
Assistance A c t  o f  1978 added sect ions 124 -- R e l a t i v e l y  Least  Developed 
Countr ies -- t o  the Foreign Assistance Act. Sub-sections ( a )  and (d )  o f  
Sect ion 124 state:  

( a )  "Re1 a t i  ve ly  Least Developed Countr ies (as determined on the 
bas is  o f  c r i t e r i a  comparable t o  those used f o r  the Un i ted  Nations 
General Assembly 1 i s t  o f  '1 eas t  developed coun t r i es '  ) a re  charac ter ized 
by extreme poverty, very 1 i m i  ted i n f r a s t r u c t u r e ,  and 1 i m i  t ed  
adminis t r a t i  ve capaci ty to imp1 ement basic human needs growth 
s t ra teg ies .  I n  such count r ies  specia l  measures may be necessary t o  
insure  f u l l  e f fec t iveness o f  assistance fu rn ished under t h i s  part." 
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( d )  The pres ident  may on a case-by-case basis waive the 
requirement o f  sec t i on  110( .. .) f o r  f i n a n c i a l  o r  i n -k ind  c o n t r i b u t i o n s  
i n  the case o f  programs, p ro jec ts  o r  a c t i v i t i e s  i n  r e l a t i v e l y  l e a s t  
developed countr ies." 

Effective Date 

J u l y  20, 1989 

2. This p r o v i s i o n  conta ins two r e s t r i c t i o n s :  

a. A waiver can be granted f o r  a p r o j e c t  o r  a c t i v i t y ;  i.e., on a 
case-by-case basis only; and 

b. Acceptable s t a r t i n g  po in ts  f o r  consider ing M e t h e r  a country 
can be considered f o r  a waiver o f  t h i s  cost-shar ing requirements are the 
Uni ted Nations General Assembly (UNGA) 1 i s t  o f  "re1 a t i v e l y  l e a s t  
developed count r ies  ," and the Developnent Assistance Comnittee (DAC ) 
l i s t  o f  "low income countr ies." 'The f a c t  t h a t  a country appears on 
e i t h e r  1 i s t  i s  n o t  a s u f f i c i e n t  j u s t i f i c a t i o n  f o r  g ran t ing  a waiver  o f  
the 25 percent r e c i p i e n t  country c o n t r i b u t i o n  requi  rement. Nor would i t 
seem to be the i n t e n t  o f  the amendment to permi t  the g ran t ing  o f  a 
waiver i n  a l l  instances; i.e., i n  e f f e c t  negating the case-by-case 
approach. A t  the same time, these prov is ions  do n o t  conta in  any o the r  
l i m i t a t i o n s  t o  the  g ran t ing  o f  a waiver. Thus, it seems reasonable t o  
conclude t h a t  the g ran t ing  o f  a waiver  i s  permiss ib le whenever the 
i n i t i a t i o n  and execution o f  an otherwise des i rab le  p r o j e c t  i s  
handicapped p r i m a r i l y  by the 25 percent  c o n t r i b u t i o n  requirement. 

* Revised 



3. I n  order to he1 p  determine i n  i n d i v i d u a l  instances when a  request  
f o r  a  waiver would be appropriate, the f o l l o w i n g  considerat ions should 
be taken i n t o  account: 

a. F inanc ia l  Cons t ra in t  

AID HANDBOOK 3 

Page No. 

26-6 

Financ ia l  c o n s t r a i n t  i s  obviously an impor t  f ac to r ,  b u t  i s  n o t  
a  s u f f i c i e n t  j u s t i f i c a t i o n  f o r  g ran t ing  a  waiver. I n  assessing the 
v a l i d i t y  o f  the f i n a n c i a l  cons t ra in t ,  the f o l l o w i n g  considerat ions 
should be taken i nto account: ove ra l l  budgetary performance, e x i s t i n g  
expenditure and development p r i o r i t i e s .  Recent Worl d  Bank and IMF 
analyses o f  a  count ry 's  f i n a n c i a l  performance j u s t i f i e d  g ran t ing  a  
waiver. Even where a  waiver o f  the 25 percent  c o n t r i b u t i o n  requirement 

3 
may be j u s t i f i e d ,  a  determinat ion would be made whether a  l e s s e r  
c o n t r i b u t i o n  would be appropriate. 

b. Country Commitment 

Effective Date 
Sept. 30, 1982 

Where a  waiver i s  j u s t i f i e d  on f i n a n c i a l  grounds, o the r  
i n d i c a t i o n s  t h a t  a  country i s  i n te res ted  i n  a  p a r t i c u l a r  p r o j e c t  o r  
a c t i  v i  ty become perhaps even more important.  W i l l  i ngness t o  c o n t r i b u t e  
t o  the pro jec t ,  even though t o  a  l e s s e r  extent ,  and the importance 
attached t o  t h i s  type o f  p r o j e c t  o r  a c t i v i t y  i n  the  count ry 's  
development p r i o r i t i e s ,  can be he1 p f u l  i n d i c a t i o n s  o f  a  count ry 's  
i n t e r e s t .  It i s  d i f f i c u l t ,  however, t o  s e t  down any hard and f a s t  r u l e s  
which es tab l i sh  a  count ry 's  commitment i n  s p e c i f i c  instances. 
E s s e n t i a l l y  i t  w i l l  be a  matter  o f  judgement by the Mission/AID/W 
whether there i s  s u f f i c i e n t  country commitment t o  j u s t i f y  the g ran t ing  
o f  a  waiver. 
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c. Nature o f  the P r o j e c t  

The nature o f  a  p a r t i c u l a r  p r o j e c t  o r  a c t i v i t y  w i l l  be a  
s i g n i f i c a n t  f a c t o r  i n  dec id ing  h e t h e r  a  waiver would be granted. Where 
the success o f  a  p r o j e c t  depends upon a  count ry 's  w i l l i ngness  and 
a b i l i t y  to assume an appropr iate share o f  the  cost ,  a  waiver might  
e i t h e r  no t  be j u s t i f i e d  o r  may be granted only i f  a  l e s s e r  c o n t r i b u t i o n  
i s  considered s u f f i c i e n t .  On the other  hand, there  are a  number o f  

3 
p r o j e c t s / a c t i v i t i e s  where no country c o n t r i b u t i o n  needs t o  be requ i red  
because t h e i r  successful  imp1 ementation can be expected t o  generate the 
necessary f i n a n c i a l  resources, o the r  b e n e f i t s  and/or support -- thus 
p rov id ing  reasonable assurance t h a t  the a c t i  v i  ty w i l l  be continued. 
Many p i l o t  and demonstration p ro jec ts  are l i k e l y  t o  fa1 1  i n t o  t h i s  
category. 



d. Phased Con t r i  bu ti on 

A I D  HANDBOOK 3 

I n  many instances i t  may be des i rab le  t o  combine the i n i t i a l  
g ran t ing  o f  a  waiver  o f  a l l  o r  p a r t  o f  a  count ry 's  c o n t r i b u t i o n  w i t h  a  
requi rement f o r  a  gradua l ly  increas ing cont r ibu t ion .  This would a1 low 
the  country t o  reorder  i t s  expendi ture pat te rn ,  and perhaps r a i s e  
a d d i t i o n a l  revenues w i thou t  delay ing the imp1 ementation o f  the p ro jec t .  
A t  the same time such an arrangement would provide reasonable assurance 
t h a t  the  r e c i p i e n t  government w i l l  eventua l ly  assume the necessary share 
o f  expenditures i n  order  t o  assure the success o f  the  p ro jec t .  

e. Other Factors 
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There may be o ther  considerat ions which cou ld  be r e l e v a n t  i n  
s p e c i f i c  instances i n  dec id ing  whether o r  no t  a  waiver should be 
granted. Such considerat ions m igh t  inc lude how s i m i l a r  p r o j e c t s  a re  
funded by o the r  b i l  a te ra l  donors. 

Respons ib i l i t y  i n  AID f o r  Reviewing Sect ion 110 Assurance and Requests 
f o r  Waivers 

Effective Date 

J u l y  20, 1989 

Those now having a u t h o r i t y  t o  au thor ize  p r o j e c t s  o r  programs have been 
delegated a u t h o r i t y  t o  judge the adequacy o f  assurances submitted f o r  a  
p a r t i c u l a r  p r o j e c t  w i t h i n  t h e i r  c u r r e n t  au tho r i t y .  The r e s p o n s i b i l i t y  
f o r  judging the adequacy o f  assurances re1 ated t o  p a r t  o r  a1 1  o f  a  
sec tora l  program w i l l  be delegated t o  Ass is tan t  Administ rators o f  
Geographic Bureaus and w i l l  no t  be redelegated. The a u t h o r i t y  t o  
exerc ise the  waiver p rov i s ions  o f  the amended Sect ion 110 w i l l  be 
delegated t o  the Ass is tan t  Admin is t ra tors  f o r  the PPC, S&T, and FVA 
Bureaus, respect ive ly ,  f o r  the  p r o j e c t s  and a c t i v i t i e s  w i t h i n  t h e i r  
r e s p o n s i b i l i t i e s .  Each Mission w i l l  have respons ib i l  i t y  t o  see t h a t  i t s  
program i s  i n  compliance w i th  Sect ion 110. Geographic Bureau DP o f f i c e s  
are t o  es tab l  i s h  a  bookkeeping system designed t o  f u r n i s h  an answer f o r  
any given country i n  the  Bureau on: i )  the  t o t a l  amount o f  r e c i p i e n t  
country con t r i bu t i ons  f o r  which assurances have been received so f a r  i n  
the  c u r r e n t  f i s c a l  year, the amount o f  AID assistance r e l a t e d  t o  these 
assurances; i i )  the amount o f  AID assistance t o  p r o j e c t s  and a c t i v i t i e s  
f o r  which a  waiver o r  r e c i p i e n t  country c o n t r i b u t i o n  has been approved 
and the r e l a t e d  amount o f  r e c i p i e n t  country cont r ibu t ion ,  i f  any. 

3c 
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3A. INTRODUCTION 

1. D e f i n i t i o n s  
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a. P r o j e c t  D e v e l o ~ m e n t  i s  a  t e r m  used t o  c o v e r  numerous s e p a r a t e  
b u t  l a r g e l y  i n t e r r e l a t e d  t a s k s  wh ich  a  d e s i g n e r  o r  d e s i g n  team performs 
w i t h  t h e  o b j e c t i v e s  o f  p r o d u c i n g  a  comple ted p r o j e c t  p l a n ,  i . e . ,  t h e  
f i n a l  p roposed d e s i g n .  P r o j e c t  development t a s k s  i n c l  ude: i n v e s t i g a t i v e  
o r  r e s e a r c h  a c t i v i t i e s ,  t h e  d e f i n i t i o n  and/or  r e f i n e m e n t  o f  p r o j e c t  
e lemen ts  and o b j e c t i v e s  ( o u t p u t s ,  p u r p o s e ( s )  and g o a l )  as d e f i n e d  i n  t h e  
L o g i c a l  Framework, t h e  s e l e c t i o n  o f  t e c h n o l o g i e s  and/or  means t o  be used 
i n  a c h i e v i n g  them, e.g.,  t e c h n i c a l  adv i ce ,  c o n s t r u c t i o n  o f  f a c i l i t i e s ,  
t r a i n i n g ,  p r o v i s i o n  o f  equipment and m a t e r i a l s  ( t h e  i n p u t s ) ,  and t h e  
i n t e g r a t i o n  o f  v a r i o u s  aspec ts  o r  e lements  o f  t h e  p r o j e c t  d e s i g n  as t h e y  
advance towards  t h e i r  p r e s e n t a t i o n  fo rm.  

b. P r o j e c t  A n a l y s i s  i s  t h e  t e r m  a p p l i e d  t o  d i f f e r e n t  t y p e s  o f  
ana lyses  w i t h i n  wh ich  a  g i v e n  s e t  o f  s t a t i s t i c a l  d a t a  and o t h e r  
i n f o r n i a t i o n  i s  examined t o  a s c e r t a i n  whether  t h e  means ( i n p u t s )  f r o m  
wh ich  c e r t a i n  r e s u l t s  ( o u t p u t s )  w i l l  be produced a r e  r e a s o n a b l e  and 
s u f f i c i e n t ;  whe the r  t h e  manner i n  wh ich  t h e  i n p u t s  a r e  t o  be p r o v i d e d  
and u t  i 1  i zed a r e  1  i k e l y  t o  be success fu l  ; whe the r  assumpt ions  a r e  made 
i n  l i n k i n g  i n p u t s  and o u t p u t s ,  as w e l l  as o u t p u t s  t o  p u r p o s e ( s )  and 
pu rpose(s )  t o  g o a l ( s ) , , a r e  l i k e l y  t o  be r e a l i s t i c  o r  what  c o n d i t i o n s  
w i l l  have t o  be niet t o  make them so. 

E f f e c t i v e  Date  

Sent .  30, 1982 

c .  P r o j e c t  Des iqn i s  a  t e r m  g e n e r a l l y  a p p l i e d  t o  b o t h  t h e  p rocess  
o f  d e s i g n i n g  a  p r o j e c t  as w e l l  as t o  t h e  end p r o d u c t  o r  d e t a i l e d  p l a n  
w h i c h  emerges. As i n d i c a t e d  i n  1.a.  above, t h e  p r o c e s s  o f  d e s i g n  and 
i n d i v i d u a l  d e s i g n  a c t i v i t i e s  s h o u l d  be r e f e r r e d  t o  c o l l e c t i v e l y  as 
" p r o j e c t  deve lopment . "  The t e r m  p ro . i ec t  d e s i q n  w i l l  be r e s e r v e d  f o r  
d e s c r i b i n g  t h e  comple ted p r o j e c t  p l a n ,  i . e . ,  a  document o r  s e r i e s  o f  
documents wh ich  d e s c r i b e  t h e  approach, p a r t i c i p a n t s ,  r e s o u r c e s  and 
g e n e r a l  t i m e  f rame f o r  p u r s u i n g  s p e c i f i e d  o b j e c t i v e s .  I n  a d d i t i o n  t o  
b e i n g  a  d e t a i l e d  d e s c r i p t i o n  o f  t h e  s t r u c t u r e  and e s s e n t i a l  c h a r a c t e r  o f  
t h e  u n d e r t a k i n g ,  t h e  " d e s i g n "  o f  a  p r o j e c t  p roposed f o r  AID f i n a n c i n g  
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w i l l  i n c l u d e  a  d e s c r i p t i o n  o f  t h e  methods t o  be used t o  implement  t h e  
a c t i v i t y ,  t h e  s p e c i f i c a t i o n  o f  p roposed r o l e s  and r e s p o n s i b i l i t i e s  o f  
t h e  p a r t i c i p a n t s ;  p l a n n i n g  f o r  AID s u p p o r t  and o v e r s i g h t  ( m o n i t o r i n g ) ;  
and a  c o n c e p t u a l  approach f o r  assess ing  r e s u l t s  d u r i n g  and a f t e r  
i m p l e m e n t a t i o n  ( e v a l u a t i o n )  . 
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d. P r o j e c t  P r e s e n t a t i o n  i s  a  c o m b i n a t i o n  o f  documen ta t i on  and 
p r o c e s s i n g  r e q u i r e m e n t s  c u l m i n a t i n g  i n  t h e  f i n a l  r e v i e w  and approva l  o f  
a  proposed p r o j e c t  by  t h e  a p p r o p r i a t e  AID o f f  i c i  a1 . The P r o j e c t  P l  an 
(PP) i s  t h e  b a s i c  r e f e r e n c e  document i n  t h e  p r e s e n t a t i o n  sequence. It 
summarizes ana lyses  c a r r i e d  o u t  d u r i n g  p r o j e c t  d e v e l  opment and 
r e p r e s e n t s  t h e  f i n a l  p roposed d e s i g n  emerging the re f rom.  M o d i f i c a t i o n s  
t h a t  r e s u l t  f r o m  t h e  r e v i e w  p rocess  (e.g., scope, amount, c o n d i t i o n s  
p r e c e d e n t )  a r e  i n c o r p o r a t e d  i n t o  t h e  f i n a l ,  approved des ign ,  wh ich  i s  
t h e n  a u t h o r i z e d  and c l e a r e d  f o r  f i n a l  n e g o t i a t i o n  and o b l i g a t i o n .  

M a t e r i a l  p r e s e n t e d  i n  t h i s  c h a p t e r  i s  a p p l i c a b l e  t o  n e a r l y  a1 1  
b i l a t e r a l  p r o j e c t s  ( i . e . ,  an agreement between AID and a  r e c i p i e n t  
c o u n t r y  government ) .  The g e n e r a l  p r i n c i p l e s  o f  p r o j e c t  d e s i g n  and 
a n a l y s i s  a l s o  a p p l y  t o  most  m u l t i l a t e r a l ,  c e n t r a l l y  funded and PVO t y p e  
p r o j e c t s .  D e v i a t i o n s  f r o m  t h e  r e q u i r e m e n t s  o f  t h i s  c h a p t e r  a r e  cove red  
i n  Chap te r  4 ,  S p e c i a l  A c t i v i t i e s .  

E f f e c t i v e  Da te  

Sev t .  30, 1982 

3 .  Genera l  Comments on t h e  P r o j e c t  Development Process 

a. A ~ ~ r o v e d  PIDs and t h e  Scope o f  Pro , iec t  D e v e l o ~ m e n t  
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As d i s c u s s e d  i n  Chap te r  2  and r e q u i r e m e n t s  o u t l i n e d  f o r  
P r o j e c t  I d e n t i f i c a t i o n  Document, a  number o f  p r o j e c t  development t a s k s  
wou ld  a l r e a d y  have been i n  p r o g r e s s  a t  t h e  t i m e  o f  PID submiss ion.  Thus 
i t  i s  n o t  a p p r o p r i a t e  t o  t h i n k  o f  p r o j e c t  deve lopment  as someth ing wh ich  
j u s t  g e t s  s t a r t e d  when a  PID i s  approved.  PID a p p r o v a l s  g i v e  
c o n s i d e r a b l e  f o c u s  ( r e  g e n e r a l  p r o j e c t  o b j e c t i v e s ,  scope, l e v e l  o f  
r e s o u r c e s ,  t i m i n g ,  e t c . )  t o  p r o j e c t  development e f f o r t s .  However, s i n c e  
p r o j e c t  d e s i g n  and a n a l y s i s  t a s k s  a r e  i t e r a t i v e  i n  n a t u r e ,  t h e s e  t a s k s  
may, i n  some cases,  l e a d  d e s i g n e r s  beyond t h e  c o n c e p t u a l  f ramework 
o u t l i n e d  i n  t h e  PID. Fo r  example, subsequent d e s i g n  and a n a l y s i s  may 
l e a d  t o  t h e  d i s c o v e r y  o f  p r e v i o u s l y  un fo reseen  program o p p o r t u n i t i e s .  
A l s o ,  more i n t e n s i v e  d e s i g n  i n v e s t i g a t i o n s  may c a l l  i n t o  q u e s t i o n  
assumpt ions  o u t l i n e d  i n  t h e  d r a f t  L o g i c a l  Framework. I f  t h i s  o c c u r s ,  
p r o j e c t  d e s i g n e r s  s h o u l d  c o n s u l t  Chapters  2 and 13 h e r e i n ,  and 
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w i t h  t h e i r  r e s p e c t i v e  Geograph ic  Bureaus, as a p p r o p r i a t e ,  t o  be 
s a t i s f i e d  t h a t  t o  t h e  e x t e n t  ad jus tmen ts  a r e  made d u r i n g  deve lopment  o f  
t h e  a c t i v i t y ,  such a r e  e f f e c t e d  w i t h i n  gu idance  p r o v i d e d  i n  t h i s  
Handbook. R e s u l t a n t l y ,  t h e  d i r e c t i o n ,  scope and t i m i n g  o f  subsequent 
p r o j e c t  development t a s k s  m i g h t  a l s o  r e q u i r e  t a i l o r i n g  t o  changed 
c o n d i t i o n s  o r  e lemen ts .  
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b.  Imuor tance  o f  Good P r o j e c t  Des iqns 

A comp le ted  p r o j e c t  d e s i g n  i s  u s u a l l y  a  b l u e p r i n t  f o r  
t r a n s  f o r m i  ng  a  concep t  i n t o  a  r e a l  i t y  ( i  .e.,  a  s u c c e s s f u l  l y  imp l  emented 
p r o j e c t ) .  P r o j e c t  development,  wh ich  g e n e r a t e s  t h e  d e s i g n ,  i s  t h u s  one 
o f  t h e  most  i m p o r t a n t  phases i n  t h e  o v e r a l l  p r o j e c t  c y c l e .  The 
thoroughness w i t h  wh ich  t h e  b l u e p r i n t  i s  p r e p a r e d  w i l l  de te rm ine ,  i n  
l a r g e  measure, t h e  speed and ease w i t h  wh ich  a  p r o j e c t  can be execu ted  
and i t s  success i n  a c h i e v i n g  t h e  s t a t e d  o b j e c t i v e s .  The f a c t  t h a t  
d e s i g n  changes may become a d v i s a b l e  d u r i n g  i m p l e m e n t a t i o n  o f  a  p r o j e c t  
s h o u l d  i n  no way d e t r a c t  f rom t h e  n e c e s s i t y  o f  s t a r t i n g  o u t  w i t h  a  w e l l  
p repared  d e s i g n .  P r o f e s s i o n a l  competence and a t t e n t i o n  t o  d e t a i l  d u r i n g  
t h e  d e s i g n  and a n a l y s i s  o f  p r o j e c t  e lements  w i l l  n o t  o n l y  c o n t r i b u t e  t o  
imp1 e m e n t a t i o n  e f f i c i e n c i e s  by  f o r e s e e i n g  and a v o i d i n g  p r o b l  ems, b u t  a r e  
i n d i s p e n s a b l e  f o r  i d e n t i f y i n g  d e s i g n  weaknesses and e r r o r s .  W h i l e  
p r o j e c t  papers  a r e  i m p o r t a n t ,  i . e . ,  as a  r e c o r d  o f  t h e  p roposa l  and a  
b a s i s  f o r  AID r e v i e w s  and a p p r o v a l ,  what i s  more i m p o r t a n t  i s  t h a t  t h e  
concep t  o r  a c t i v i t y  has been s u b j e c t e d  t o  t h e  substance o f  t h e  p r o j e c t  
d e v e l  opment p rocess  b e f o r e  i t  reaches t h e  approva l  and imp l  e m e n t a t i  on 
phases.  A good des ign ,  t h e r e f o r e ,  r e q u i r e s  b o t h  good development and a  
good p r o j e c t  paper .  
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c .  R o l e  o f  B/G and O t h e r s  D u r i n q  P r o j e c t  Development 

P r o j e c t  development a c t i v i t i e s  s h o u l d  be u n d e r t a k e n  so as t o  
a c h i e v e  t h e  maximum p r a c t  i c a b l  e  l e v e l s  o f  c o l l  a b o r a t i o n  and 
p a r t i c i p a t i o n  b y  B/G o f f i c i a l s ,  i n t e n d e d  p a r t i c i p a n t s ,  and o t h e r  
donors .  Such c o l l a b o r a t i o n  must  go beyond s i m p l e  acceptance o f  g e n e r a l  
d e s i g n  f e a t u r e s  and agreement i n  p r i n c i p l e  on r e s p o n s i b i l i t y  f o r  t h e  
p r o v i s i o n  o f  i n p u t s .  C o l l a b o r a t i o n  and p a r t i c i p a t i o n  must be s u f f i c i e n t  
t o  p roduce  mutua l  u n d e r s t a n d i n g  and commitment t o  p r o j e c t  o b j e c t i v e s  t o  
s e t  t h e  s t a g e  f o r  t h e  s u c c e s s f u l  n e g o t i a t i o n  and i m p l e m e n t a t i o n  o f  t h e  
p r o j e c t  agreement. I f  p a r t i c i p a t i o n  and c o l l a b o r a t i o n  a r e  i nadequa te  
d u r i n g  p r o j e c t  development,  t h e  p r o j e c t  may n e v e r  be n e g o t i a t e d  and 
underway. The r e s u l t  c o u l d  be  a  waste  o f  p r o j e c t  deve lopment  
i n v e s t m e n t s  and/or  a  s u b s t a n t i a l  l o s s  i n  t i m e  and i n t e n d e d  b e n e f i t s  

E f f e c t i v e  D a t e  

Sen t .  30, 1982 
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w h i l e  omiss ions a re  be ing  made up f o r .  To avo id  such problems, 
o rgan i ze r s  o f  p r o j e c t  development a c t i v i t i e s  need t o  g i v e  cons ide rab le  
a t t e n t i o n  t o  t h e  r o l e  o f  B/G o f f i c i a l s  and o t h e r s  i n  t h e  p r o j e c t  
development process and make a p p r o p r i a t e  a l lowances t h e r e f o r e  i n  
resources ,  a c t i v i t y  p l  ans and schedul es. 

Page No. 
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d. O rqan i za t i on  o f  t h i s  C h a ~ t e r  

For  those new t o  t h e  p r o j e c t  ass i s t ance  process, t h e  p r o j e c t  
development phase can be f r u s t r a t i n g .  Time, des ign  funds and/or s t a f f  
resources  a re  o f t e n  n o t  adequate t o  s a t i s f y  a l l  o p e r a t i o n a l  
requ i rements .  Such c i rcumstances have caused p r o j e c t  papers t o  be 
h a s t i l y  prepared and/or i so l  a t i  on and d e f i n i t i o n  o f  problem; 
c o n f i r m a t i o n  o f  assumption accuracy;  c o l l a b o r a t i o n  w i t h  p a r t i c i p a n t s ;  
comp le t i on  o f  t e c h n i c a l ,  economic analyses)  shortchanged. ( I t  i s  n o t  
uncommon f o r  a  des ign  team t o  become o v e r l y  i n v o l v e d  i n  one element o f  
t h e  process,  e.g., t h e  des ign  o f  research  s t a t i o n  f a c i l i t i e s ,  and, as a  
r e s u l t ,  n o t  have enough t ime  l e f t  t o  c o o r d i n a t e  o t h e r  elements o r  
" w r i t i n g  o u t "  c r i t i c a l  research  ex tens ion  c o n s t r a i n t s . )  To h e l p  p r o j e c t  
des igne rs  keep v a r i o u s  i n t e r r e l a t e d  a c t i v i t i e s  i n  focus  (so t hey  can 
each be advanced i n  a  r e i n f o r c i n g ,  i t e r a t i v e  sense th roughou t  t h e  
development sequence), we. have d i v i d e d  t h e  chap te r  i n t o  t h r e e  p a r t s ,  
i .e. : 

E f f e c t i v e  Date 

Seot. 30, 1982 

- - p r o j e c t  deve l  opment tasks  , 
- - p r o j e c t  analyses, and 
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- - p r o j e c t  p r e s e n t a t i o n .  
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The sequence o f  ~ r o . i e c t  d e v e l o ~ m e n t  cannot be cons idered  complete un less  
each area i s  p r o p e r l y  addressed and a l l  areas a re  f u l l y  i n t e q r a t e d .  
C l e a r l y ,  one c a n ' t  have a  p r o j e c t  paper " ready"  f o r  p r e s e n t a t i o n  i f ,  
e.g., t h e  f i n a n c i n g  package i s  imaginary ;  p a r t i c i p a n t s  a re  o n l y  vaguely  
aware o f  t h e  p roposa l ;  ana lyses a re  incomplete  o r  based on i n a c c u r a t e  
f a c t o r s .  

The t h r e e  p a r t s  o f  t h e  chap te r  w i l l  h o p e f u l l y  he1 p  p r o j e c t  des igne rs  
keep t h e  d i f f e r e n t  aspects separate  enough t o  ensure t h e  i n t e g r i t y  and 
completeness t h e r e o f ,  y e t  communicate t h e  r e s p o n s i b i l i t y  des igners  have 
f o r  b l e n d i n g  each i n t o  t h e  f i n a l ,  o v e r a l l  p roduc t  o f  t h e  p r o j e c t  
development process.  



38. Pro.iect Devel o ~ m e n t  Tasks 
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1. General Desiqn Tasks 

Depending upon t h e  n a t u r e  o f  a  proposed under tak ing ,  bo th  t h e  
development and completed des ign  o f  a  p r o j e c t  m igh t  range f rom t h e  
r e l a t i v e l y  s imp le  t o  t h e  h i g h l y  complex. As a  r e s u l t ,  such analyses 
may l i k e w i s e  be s imp le  and easy o r  s i g n i f i c a n t  consumers o f  des ign  
resources.  Because o f  t h e  i t e r a t i v e ,  " feedback"  n a t u r e  o f  t h e  p r o j e c t  
development process, p r o d u c t i o n  o f  t h e  f i n a l  , i n t e g r a t e d  des ign  o r  
i n t e r i m  analyses may generate changes i n  b a s i c  des ign  t asks .  
No tw i t hs tand ing  such ranges o f  comp lex i t y  o r  evolvenients i n  des igns,  t h e  
t y p i c a l  p r o j e c t  developnient process has c e r t a i n  e s s e n t i a l  t asks  t h a t  
need t o  be planned f o r  and u l t i m a t e l y  completed. I f  t h e y  a r e  i n i t i a t e d  
and pursued i n  ba lance w i t h  o t h e r  a c t i v i t i e s ,  t h e  f i n a l  p r o j e c t  des ign  
w i l l  be s t r o n g e r  and t h e  development sequence more e f f i c i e n t  and e a s i e r  
t o  manage. The b a s i c  des ign  t asks  a re  t h e  f o l l o w i n g :  
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- - p r e c i s e  d e f i n i t i o n  o f  p r o j e c t  o b j e c t i v e s ,  i n c l u d i n g  a  
r a t i o n a l e  f o r  unde r t ak i ng  t h e  p r o j e c t  i n  i t s  f i n a l ,  proposed 
form; 

- - de te rn i i na t i on  o f  t h e  means by which those  o b j e c t i v e s  w i l l  be 
reached ( p r o j e c t  e lements),  i .e., t h e  technology t o  be 
employed, t h e  t ypes  o f  a c t i o n s  r e q u i r e d  and t h e i r  scope, 
l o c a t i o n ( s )  and i n t e r r e l a t i o n s h i p s ;  

E f f e c t i v e  Date 
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- - e s t i m a t i o n  o f  resources needed t o  suppor t  t h e  a c t i v i t y  and 
i d e n t i f i c a t i o n  o f  p o s s i b l e  f i n a n c i n g  o r  supply.  arrangements; 
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- - development o f  methods t o  be used i n  t a k i n g  t h e  r e q u i r e d  
a c t i o n s ,  i . e . ,  implementat ion p lann ing ,  and 

- - e x p l o r a t i o n  o f  approaches t o  be used f o r  oversee ing  and 
measur ing r e s u l t s  achieved by unde r t ak i ng  t h e  p r o j e c t  
(management, m o n i t o r i n g  and e v a l u a t i o n  aspec ts ) .  

I t  should  be emphasized here  t h a t  p r o j e c t  analyses, such a  d iscussed  i n  
S e c t i o n  3 . C .  and v a r i o u s  appendices t o  t h i s  chap te r ,  a r e  r e q u i r e d  
f e a t u r e s  o f  t h e  p r o j e c t  development process.  S ince t hey  a re  a  procedure 
o r  means t o  an end p roduc t ,  t hey  a re  n o t  i n c l u d e d  as b a s i c  t asks .  The 
p rope r  and t i m e l y  conduct o f  such analyses and t h e i r  impor tance t o  t h e  
success fu l  comp le t ion  o f  b a s i c  des ign  t asks  (and t he  end p roduc ts  
a r i s i n g  t he re f r om)  cannot  be overemphasized. 
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2. P r o j e c t  0b. jec t ives 

The p r e c i s e  d e f i n i t i o n  o f  p r o j e c t  o b j e c t i v e s  i s  t h e  h i g h e s t  o r d e r  
o f  des i gn  tasks .  Even though o b j e c t i v e s  ( ou tpu t s ,  pu rpose(s ) ,  g o a l )  may 
change, and, as a  r e s u l t  o f  p r o j e c t  development, t h e i r  s p e c i f i c a t i o n  and 
subsequent p u r s u i t  i s  t h e  c e n t r a l  focus about which a l l  o t h e r  aspects  
w i l l  be molded. The o b j e c t i v e s  (ou tpu ts ,  purpose, g o a l )  t o  be reached 
by t h e  proposed a c t i v i t y  a r e  u s u a l l y  i n i t i a l l y  d e f i n e d  d u r i n g  t h e  
P r o j e c t  I d e n t i f i c a t i o n  phase and desc r i bed  as w e l l  as p o s s i b l e  i n  t h e  
PID and, as app rop r i a t e ,  i t s  p r e l i m i n a r y  L o g i c a l  Framework M a t r i x  (see 
Appendix 2F). The "Log Frame" i s  a  t o o l  f o r  shaping p r o j e c t  des ign  and 
g u i d i n g  f o l l  ow-on p r o j e c t  development e f f o r t s .  

C h a r a c t e r i z i n g  t h e  Log Frame as a  t o o l  f o r  p r o j e c t  development imp1 i e s  
t h a t  i t  i s  n e i t h e r  a  s u b s t i t u t e  f o r  s p e c i f i c  development t asks  d iscussed  
i n  t h i s  Handbook o r  t h e  o n l y  t o o l  t h a t  can o r  shou ld  be used t o  h e l p  
ach ieve  t h e  u l t i m a t e  s p e c i f i c a t i o n  o f  p r o j e c t  o b j e c t i v e s .  The v a r i o u s  
ana lyses  d iscussed  i n  Sec t i on  3C a re  o t h e r  t o o l s  t h a t  should  be used i n  
tandem w i t h  t h e  Log Frame approach t o  ensure t h a t  t h e  bes t  cho ices  a re  
made as t h e  des ign  advances th rough  subsequent development and 
assessment phases. Whatever t h e  a p p l i c a t i o n  o f  such t o o l s  and 
techniques,  i t  i s  e s s e n t i a l  t h a t  t h e  p roduc t  t h e r e o f  be a  s e t  o f  
conc ise,  accu ra te  and meaningfu l  o b j e c t i v e s  behind which o t h e r  aspects  
o f  p r o j e c t  development can be ar rayed.  The p r i o r i t y  o f  an a c t i v i t y ,  i t s  
p o t e n t i a l  conimitment o f  resources,  methodolog ies,  e t c . ,  can o n l y  be p u t  
i n  p e r s p e c t i v e  i f  p r o j e c t  o b j e c t i v e s  a re  e x p l i c i t l y  d e f i n e d  and 
unders tandab le .  P r o j e c t  des igners  must t h e r e f o r e  keep t h e  s p e c i f i c a t i o n  
o f  p r o j e c t  o b j e c t i v e s  foremost  on t h e i r  c h e c k l i s t  o f  e s s e n t i a l  t a s k s .  

I n  r e f i n i n g  t h e  va r i ous  1  eve1 s  o f  p r o j e c t  o b j e c t i v e s  ( ou tpu t s ;  purpose; 
g o a l ) ,  i t  i s  ex t reme ly  impo r tan t  t o  make e x p l i c i t  and assess a l l  
assumptions and r e l a t i o n s h i p s  upon which t h e  d i f f e r e n t  l e v e l s  o f  
o b j e c t i v e s  a r e  based. Reaching t h e  two h i g h e r  l e v e l s  o f  o b j e c t i v e s  w i l l  
n o r m a l l y  depend on some f a c t o r s  which cannot be c o n t r o l l e d  by a c t i o n s  t o  
be taken  as p a r t  o f  t he  p r o j e c t .  I n  some cases, i t  i s ,  however, 
p o s s i b l e  t o  a f f e c t  f a c t o r s  which a re  ext raneous t o  t h e  p r o j e c t  i t s e l f  by 
agree ing  w i t h  t h e  B/G on c o l l a t e r a l  a c t i o n s  t h a t  i t  must t a k e  t o  ensure 
t h e  success o f  t h e  p r o j e c t .  Such a c t i o n s  would no rma l l y  be s t i p u l a t e d  
i n  covenants i n c l u d e d  i n  t h e  P r o j e c t  Agreement and be t r a c k e d  as p a r t  o f  
o v e r a l l  p r o j e c t  mon i t o r i ng .  (See Chapters 6 and 11.) I n  o t h e r  cases, a  
r i g o r o u s  examina t ion  o f  t h e  assumptions made i n  f o r m u l a t i n g  p r o j e c t  
o b j e c t i v e s  may l e a d  t o  t h e  conc lus i on  t h a t  t h e  p r o j e c t  must be expanded 
t o  i n c l u d e  those  elements w i t h o u t  which t h e  purpose o f  t h e  p r o j e c t  



canno t  be ach ieved.  (An example o f  t h e  f i r s t  s i t u a t i o n  d e s c r i b e d  would  
be a  covenant  o b l i g a t i n g  t h e  B/G t o  make c e r t a i n  improvements i n  t h e  
c o u n t r y ' s  t r a n s p o r t a t i o n  system t o  ensure t h e  success o f  a  g r a i n  s t o r a g e  
and d i s t r i b u t i o n  p r o j e c t ) .  A normal response t o  t h e  l a t t e r  s i t u a t i o n  
would  be t h e  i n c l u s i o n  o f  e lements  w i t h i n  t h e  p r o j e c t  d u r i n g  t h e  d e s i g n  
o r  i m p l e m e n t a t i o n  s tages,  e.g., a s s i s t a n c e  i n  e s t a b l i s h i n g  o r  i m p r o v i n g  
a  m a r k e t i n g  sys tem i n  a  p r o j e c t  aimed a t  i n c r e a s i n g  a g r i c u l t u r a l  
p r o d u c t i o n .  N e i t h e r  o f  t h e s e  two approaches f o r  s t r e n g t h e n i n g  t h e  
p r o j e c t ,  however, can be used w i t h o u t  c a r e f u l  a n a l y s i s  o f  a l l  
assumpt ions and i n t e r r e l a t i o n s h i p s  which d e f i n e  t h e  v a r i o u s  l e v e l s  o f  
o b j e c t i v e s .  
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3 .  Des iqn o f  P r o j e c t  Elements 

a. By "Des ign o f  P r o j e c t  Elements" we mean t h e  d e f i n i t i o n  o f :  
( i )  t h e  t v ~ e s  o f  a c t i o n s  t o  be taken,  e.g. ,  t r a n s f e r  o f  a  s p e c i f i c  
techno1 ogy, c o n s t r u c t i n g  p h y s i c a l  f a c i l  i t i e s ,  e s t a b l  i s h i n g  a  c r e d i t  o r  
m a r k e t i n g  system; ( i i )  t h e  scope o f  such a c t i o n s ,  e.g., d e l i n e a t i o n  o f  
a d v i s o r y  s e r v i c e s  and t h e  number and t y p e s  o f  a d v i s o r s ,  number o f  
b u i l d i n g s  and t h e i r  f u n c t i o n ,  t y p e  and volume o f  c r e d i t  t o  be made 
a v a i l a b l e ;  ( i i i )  t h e  q e o q r a ~ h i c a l  l o c a t i o n  a t  wh ich  t h e  a c t i o n s  a r e  t o  
be taken ,  e.g. ,  a t  an agency's headquar te rs  o r  o t h e r  l o c a t i o n s ,  one o r  
more s p e c i f i e d  s i t e s  o f  b u i l d i n g  o r  r o a d  c o n s t r u c t i o n ,  p l a c e ( s )  where 
c r e d i t  f a c i l i t i e s  w i l l  be i n s t a l l e d  and how t h e y  w i l l  be s t a f f e d ;  and 
( i v )  i d e n t i f y i n q  t h e  " a c t o r s "  t o  be i n v o l v e d  on t h e  s i d e  o f  t h e  B.G, 
i . e . ,  t h e  s p e c i f i c  governmenta l ,  ex t ra -governmenta l  and p r i v a t e  e n t i t i e s  
wh ich  w i l l  have r o l e s  and r e s p o n s i b i l i t i e s  d u r i n g  p r o j e c t  
imp1 ementa t ion ,  r o l e s  t o  be p l  ayed by o t h e r  p a r t i c i p a n t s  and/or 
b e n e f i c i a r i e s ,  and t h e  invo lven ient  o f  AID and any c o - f i n a n c i n g  
i n s t i t u t i o n s  i n  t h e  p r o j e c t .  D e f i n i n g ,  assess ing,  i n t e g r a t i n g  and 
r e f i n i n g  a l l  such p r o j e c t  e lements  a r e  t h e  o p e r a t i o n a l  o b j e c t i v e s  o f  
p r o j e c t  development,  i . e . ,  coming up w i t h  an a c t i v i t y  wh ich  promises t o  
be t h e  most e f f i c i e n t  and c o s t  e f f e c t i v e  way t o  accor~ipl i s h  o v e r a l l  
p r o j e c t  o b j e c t i v e s .  A  summary o f  t h e  comple ted d e s i g n  o f  such p r o j e c t  
e lements  i s  t o  be p r e s e n t e d  i n  t h e  PP as p a r t  o f  t h e  " P r o j e c t  
D e s c r i p t i o n " .  
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b. The f i r s t  s t ep  i n  deve lop ing  these  p r o j e c t  e lements i s  t o  
a r r a y  t h e  a l t e r n a t i v e  ways i n  which each o f  t h e  p r o j e c t  o b j e c t i v e s  cou ld  
be reached. ( I n  some cases, t h e r e  may be o n l y  one way t o  meet an 
o b j e c t i v e . )  Tak ing a  h y p o t h e t i c a l  a g r i c u l t u r a l  p r o d u c t i o n  p r o j e c t  as an 
example ( i t s  purpose i s  d e f i n e d  as i n c r e a s i n g  p r o d u c t i o n  and one o f  t h e  
ou tpu t s  i s  t h e  c r e a t i o n  o f  a  v i a b l e  a g r i c u l t u r a l  ex tens ion  s e r v i c e ) ,  t h e  
t a s k  i s  t o  d e f i n e  a l l  a c t i o n s  which must be under taken t o  b r i n g  t h a t  
s e r v i c e  i n t o  be ing.  Such a c t i o n  cou ld  i n c l u d e  t r a i n i n g  o f  ex tens ion  
workers  ( i n  t h e  r e c i p i e n t  coun t r y ,  i n  t h e  U.S., o r  i n  a  t h i r d  c o u n t r y ) ,  
m i n i m i z i n g  t h e i r  m o b i l i t y  problems, p r o v i d i n g  a d v i s o r y  se r v i ces ,  
address ing  fa rmer -ex tens ion  agent r e c e p t i v i t y  i ssues ,  o r  o t h e r  
approaches, s i n g l y  o r  i n  comb ina t ion  which c o u l d  produce t h e  d e s i r e d  end 
resu.1 t. F i n a l  s e l e c t i o n  o f  an a1 t e r n a t i v e  and i t s  co r respond ing  i n p u t s  
w i l l  be gu ided  by c o n s i d e r a t i o n s  o f  e s s e n t i a l i t y  and p r a c t i c a l i t y  ( i . e . ,  
whether t h e  a c t i o n s  can r e a d i l y  be t aken ) ,  c o s t  and e f f e c t i v e n e s s .  
D e f i n i n g  and s e l e c t i n g  t h e  b e s t  a l t e r n a t i v e ( s )  i m p l i e s  t h a t  ques t i ons  
r e l a t i n g  t o  p r o j e c t  imp lementa t ion  and p r e l i m i n a r y  answers t o  those  
ques t i ons  must be i n c l u d e d  i n  t h e  process o f  p r o j e c t  development f rom 
t h e  o u t s e t .  

c .  Very e a r l y  d u r i n g  p r o j e c t  f o r m u l a t i o n  and t h e  examina t ion  o f  
a l t e r n a t i v e  p r o j e c t  approaches, t h e  need f o r  a  v a r i e t y  o f  s t a t i s t i c a l  
da ta  and o t h e r  i n f o r m a t i o n  w i l l  become apparent .  Such da ta  w i l l  become 
e s s e n t i a l  t o  des ign  d e c i s i o n  making and t o  subsequent suppor t  o f  
proposed a l t e r n a t i v e s .  Ca re fu l  a t t e n t i o n  should  t h e r e f o r e  be g i v e n  t o  a  
d e t e r m i n a t i o n  o f  t h e  n a t u r e  o f  i n f o r m a t i o n  needed and t h e  way(s) i n  
which i t  m igh t  be ob ta ined .  The t emp ta t i on  w i l l  o f t e n  be g r e a t  t o  
o b t a i n  and cons ide r  a  g r e a t e r  a r r a y  o f  i n f o r m a t i o n  than  may a c t u a l l y  be 
necessary  f o r  des ign  work, p a r t i c u l a r l y  i f  t h e  p r o j e c t  be ing  developed 
has few, i f  any, precedents .  The c r i t e r i a  f o r  s e l e c t i n g  t h e  types  o f  
i n f o r m a t i o n  needed should  be: t h e  fo reseeab le  e f f e c t  on des ign  
d e c i s i o n s ,  conc lus ions  t h a t  m igh t  be drawn f rom p a r t i c u l a r  t ypes  o f  
i n f o r m a t i o n  and t h e  c o s t  o f  such i n f o r m a t i o n .  Given t h e  t ime  
c o n s t r a i n t s  u s u a l l y  p resen t  i n  p r o j e c t  development and t h e  h i g h  c o s t  o f  
s p e c i a l  s t u d i e s ,  i n f o r m a t i o n  should  be c l a s s i f i e d  i n t o  " d e s i r a b l e "  and 
" e s s e n t i a l "  c a t e g o r i e s .  For example, i t  may seem " d e s i r a b l e "  t o  have a  
complete popul  a t  i o n  p r o f i  1  e  o f  t h e  proposed p r o j e c t  b e n e f i c i  a r i  es bu t ,  
on c l o s e r  a n a l y s i s ,  i t  may be found t h a t  o n l y  a  l i m i t e d  amount o f  
s t a t i s t i c a l  i n f o r m a t i o n  i s  l i k e l y  t o  be o b t a i n a b l e  and r e l e v a n t  f o r  t h e  
des ign  o f  t h e  p r o j e c t .  S e l e c t i v e l y  r e s t r i c t i n g  t h e  d a t a  g a t h e r i n g  
e f f o r t  t o  " e s s e n t i a l "  i n f o r m a t i o n  cou ld  save much t i m e  and money. 
Hypo thes iz ing  d i f f e r e n t  answers t o  a  g i ven  q u e s t i o n  and rev i ew ing  
whether t h e  des ign  would be a f fec ted  by t h e  answer i s  a  good way t o  



dec ide  whether t h e  answer t o  t h e  ques t i on  i s  e s s e n t i a l .  I n  ou r  example, 
i t  may i n i t i a l l y  appear impo r tan t  t o  have reasonab ly  p r e c i s e  d a t a  on 
income d i s t r i b u t i o n  among t h e  farmers i n  t he  p r o j e c t  area.  On f u r t h e r  
r e v i e w  however, i t  may be found t h a t  such i n f o r m a t i o n  i s  o n l y  p a r t i a l l y  
r e l e v a n t  t o  t h e  des ign  o f  t h e  p a r t i c u l a r  p r o j e c t .  Land ownership 
p a t t e r n s ,  market  access, p roduc t  demand and p r i c i n g  may be t h e  d e c i s i v e  
f a c t o r s  f o r  p r o j e c t  des ign  o r  success, r ega rd l ess  o f  t h e  income 
d i s t r i b u t i o n .  Income d i s t r i b u t i o n  (and r i s k  t a k i n g )  may, however, be 
impo r tan t  f o r  t h e  des ign  o f  a  c r e d i t  element t o  be i nc l uded  i n  t h e  
p r o j e c t .  There a re  no hard  and f a s t  r u l e s  t o  gu ide  d e c i s i o n s  on t h e  
n a t u r e  o f  t h e  d a t a  r e q u i r e d  f o r  p r o j e c t  des ign .  The des ign  group must 
s imp l y  have t h e  b e n e f i t  o f  p r o f e s s i o n a l  e x p e r t i s e ,  use good judgment 
and, whenever poss ib l e ,  research  p r i o r  AID exper iences and lessons 
l ea rned  t o  de te rmine  t h e  " e s s e n t i a l i t y "  o f  i n f o r m a t i o n .  The f i n a l  
answer t o  d a t a  needs t o  be developed w i t h i n  t h e  framework o f  a  
p a r t i c u l a r  p r o j e c t .  Data c o l l e c t i o n  and a n a l y s i s  i s  d iscussed  f u r t h e r  
i n  Sec t i on  0.2 o f  t h i s  chap te r .  
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d. A n a l y s i s  o f  t h e  i n f o r m a t i o n  used and t h e  des ign  o f  p r o j e c t  
elements themselves should beg in  e a r l y  d u r i n g  p r o j e c t  development and 
con t inue ,  as app rop r i a t e ,  u n t i l  t h e  des ign  i s  completed. Once t h e  

. n a t u r e  o f  p r o j e c t  e lements comes i n t o  focus, d i f f e r e n t  t ypes  o f  ana lyses 
w i l l  be under taken c o n c u r r e n t l y  w i t h  t h e  evolvement o f  o t h e r  des ign  
t asks .  For  example, i f  t h e  PID i nc l uded  a  f i n d i n g  t h a t  an Env i ror~rnenta l  
Assessment i s  r equ i r ed ,  t h a t  a n a l y s i s  should  be i n i t i a t e d  w e l l  be fo re  

. p r o j e c t  e lement des igns a re  f a r  advanced. Such f i n d i n g s  w i l l  p robab ly  
have i m p l i c a t i o n s  f o r  t h e  Environmental  Assessment and on t h e  f i n a l  
des ign.  S i m i l a r l y ,  p r e l i m i n a r y  economic, s o c i a l ,  and f i n a n c i a l  ana lyses 
and c o s t  e s t i m a t i n g  should  beg in  we1 1  b e f o r e  p r o j e c t  e lements a r e  
compl e ted  and f i  nanc i  ng arrangements spec i  f i ed . I f  approached p r o p e r l y  
and s t a r t e d  e a r l y  enough, such analyses can u s u a l l y  proceed th rough  
success ive  stages o f  r e f i nemen t  a long  w i t h  t h e  des ign  o f  t h e  p r o j e c t  
e lements.  However, i f  such analyses do n o t  focus on t h e  dec is ion -mak ing  
process,  f rom t h e  more genera l  t o  t h e  s p e c i f i c ,  t hey  c o u l d  cause t h e  
des ign  group t o  waste t i m e  i n v e s t i g a t i n g  and d e t a i l i q g  n o n - v i a b l e  
elements o r -  o p t i o n s .  Adequate analyses can a1 so h e l p  t e s t  o v e r a l l  
des i gn  assumptions and l e a d  t o  conc lus ions  on c o n d i t i o n s  and covenants 
t o  be i n c l u d e d  i n  P r o j e c t  Agreements. Analyses o f  t he  c a p a b i l i t i e s  o f  
B/G agencies t h a t  m igh t  be i n v o l v e d  i n  implement ing p r o j e c t  elements and 
t h e  f e a s i b i l i t y  o f  o v e r a l l  implementat ion i t s e l f  should  l i k e w i s e  be 
i n i t i a t e d  as e a r l y  as p o s s i b l e  i n  t h e  p r o j e c t  development sequence. 
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4 .  Resource Est imates and Sources o f  Supply  
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a. D e f i n i n q  I n p u t s  and Supplv Ma t t e r s  

I n  p a r a l l e l  w i t h  t h e  p r e l i m i n a r y  d e f i n i t i o n  o f  p r o j e c t  
e lements and t h e  i n i t i a t i o n  o f  ana lyses t o  t e s t  t h e i r  f e a s i b i l i t y ,  
p r o j e c t  des igners  need t o  make i n i t i a l  probes i n t o  t h e  ma t t e r s  o f :  
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- - resources needed ( i n p u t s )  t o  produce t h e  p r o j e c t  e lements 
( o u t p u t s )  ; 

- - p robab le  geographic  sources o f  supp ly  and cor respond ing  
c o s t s  o f  a l t e r n a t i v e  i npu t s ,  and 
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- - t h e  l o g i s t i c  and f i n a n c i a l  o r  " i n  k i n d "  c o n t r i b u t i o n  
imp1 i c a t i o n s  o f  such i n p u t  a1 t e r n a t i v e s .  
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Cons ide ra t i ons  o f  t h e  f o rego ing  as t h e  des ign  advances i s  n o t  o n l y  
e s s e n t i a l  t o  t h e  development o f  i n d i v i d u a l  e lements,  b u t  a l s o  he lps  i n  
shaping t h e  f i n a n c i n g  package requi rements  and p o s s i b l y  even compos i t i on  
o f  t h e  management and donor groups. 

To c o n t i n u e  w i t h  a  h y p o t h e t i c a l  example, i t  i s  n o t  s u f f i c i e n t  t o  
conc lude t h a t  c e r t a i n  adv i so r y  s e r v i c e s  w i l l  be e s s e n t i a l  t o  t h e  success 
o f  t h e  p r o j e c t .  Because o f  f i n a n c i a l  and s t a t u t o r y  requi rements ,  t h e  
source f rom which such s e r v i c e s  m igh t  be ob ta i ned  and t h e i r  c o s t  must be 
p r o j e c t e d  and assessed f o r  f e a s i b i l i t y .  S i m i l a r l y ,  i f  a  t r a i n i n g  c e n t e r  
i s  cons idered  as a  p r o j e c t  e lement,  t h e  manner i n  which i t  would be 
b u i l d  ( by  a  l o c a l  o r  f o r e i g n  c o n t r a c t o r ,  w i t h  l o c a l l y  a v a i l a b l e  o r  
impor ted  m a t e r i  a1 s )  and t h e  re1  a t i v e  c o s t s  o f  c o n s t r u c t i o n  and o p e r a t i o n  
must be t aken  i n t o  account.  Cons ide ra t i on  o f  imp lementa t ion  and 
subsequent ope ra t i ons  i ssues  i s  always necessary,  bu t  i t  can assume 
added impor tance i f  h i g h l y  s p e c i a l i z e d  s k i l l s  a re  r e q u i r e d  which a re  no t  
c e r t a i n  t o  be a v a i l a b l e  f rom t r a d i t i o n a l  sources, i . e . ,  educa t iona l  
i n s t i t u t i o n s ,  commercial f i r m s  o r  U.S. Government agencies.  I n  such 
cases, t h e  search f o r  p o s s i b l e  i n p u t  sources shou ld  be e a r l y  i n  t h e  
p r o j e c t  development phases. Con f i rma t i on  o f  i n p u t  sources and d e f i n i n g  
r e s p o n s i b i l  i t y  f o r  t h e i r  c o n t r i b u t i o n  can h e l p  m in im ize  1  engthy de lays  
when n e g o t i a t i o n s  o r  implementat ions begins and/or t h e  need f o r  
r e d e s i g n i n g  t h e  p r o j e c t .  
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b. Cost  E s t i m a t i o n  and t h e  D r a f t  F i n a n c i n q  P lan 

(1) The p r e p a r a t i o n  o f  c o s t  e s t i m a t e s  s h o u l d  be under taken  
c o n c u r r e n t l y  w i t h  o t h e r  i n p u t  and o u t p u t  d e s i g n  t a s k s  because t h e  c o s t  
o f  a d o p t i n g  a  p a r t i c u l a r  c o u r s e  o f  a c t i o n  may a f f e c t  i t s  f e a s i b i l i t y .  
It i s ,  t h e r e f o r e ,  a d v i s a b l e  t o  a t t a c h  a  " p r i c e  t a g "  t o  each p r o j e c t  
e lement  as soon as i t  i s  b e i n g  s e r i o u s l y  c o n s i d e r e d  f o r  i n c l u s i o n  i n  t h e  
p r o j e c t ,  even though  t h e  f i r s t  e b t i m a t e  may be no more t h a n  a  " b a l l p a r k "  
f i g u r e .  As more d e t a i l e d  f e a t u r e s  o f  t h e  e lement  and i t s  i n p u t s  a r e  
deve loped,  t h e  e s t i m a t e  shou ld  be r e f i n e d  so t h a t  c o m p l e t i o n  o f  t h e  c o s t  
e s t i m a t e  w i l l  p roceed  s i m u l t a n e o u s l y  w i t h  s p e c i f i c a t i o n  o f  t h e  p o t e n t i a l  
e lements .  'The p r e p a r a t i o n  o f  e s t i m a t e s  i n  t h i s  i n c r e m e n t a l  f a s h i o n  w i l l  
a l s o  make i t p o s s i b l e  t o  d e t e r m i n e  w e l l  b e f o r e  p r o j e c t  d e s i g n  i s  
comple ted whether  i t  w i l l  be e c o n o m i c a l l y  f e a s i b l e  and c o s t  e s t i m a t e s  
a r e  comparable t o  t h o s e  c o n t a i n e d  i n  t h e  PID. I f  t h e  a c t i v i t y  i s  
p r o j e c t e d  t o  c o s t  s u b s t a n t i a l l y  more t h a n  was e s t i m a t e d  a t  t h e  PID 
s tage ,  c o n s u l t a t i o n  w i t h  t h e  c o g n i z a n t  Bureau w i l l  be necessary .  The 
i d e n t i f i c a t i o n  o f  s i g n i f i c a n t  c o s t  i n c r e a s e s  may p r e c i p i t a t e  a  sea rch  
f o r  o t h e r  i n s t i t u t i o n s  t o  h e l p  f i n a n c e  t h e  p r o j e c t  and/or  r e s u l t  i n  t h e  
a d j u s t m e n t  o f  i n p u t s ,  o u t p u t s  o r  o b j e c t i v e s .  F o r  such reasons,  t h e  
p r e p a r a t i o n  o f  c o s t  e s t i m a t e s  s h o u l d  be e v o l u t i o n a r y  and n o t  be 
postponed u n t i l  .l a t e  i n  t h e  d e s i g n  sequence. 

The d i f f i c u l t y  o f  p r e p a r i n g  c o s t  e s t i m a t e s  v a r i e s  w i t h  t h e  number and 
t y p e  o f  e lemen ts  t o  be i n c l u d e d  i n  t h e  p r o j e c t .  No m a t t e r  what t h e  
degree  o f  d i f f i c u l t y ,  g r e a t  c a r e  must  be t a k e n  t o  a r r i v e  a t  r e a l i s t i c  
sources and c o s t  e s t i m a t e s  s i n c e  f i n a n c i n g  c o s t  o v e r r u n s  can cause 
d e l a y s  and/or  o p e r a t i o n a l  problems. Even though t h e  B/G o b l  i g a t e s  
i t s e l f  i n  t h e  P r o j e c t  Agreement t o  p r o v i d e  a l l  f unds  n o t  c o n t r i b u t e d  b y  
AID (see S e c t i o n  3 .2  o f  t h e  Model P r o j e c t  Agreement i n  Chap te r  6 ) ,  i t  i s  
o f t e n ,  i n  f a c t ,  n o t  a b l e  t o  do so. A l s o ,  t h e r e  i s  neve r  any assurance 
t h a t  AID and/or  o t h e r  donors  w i l l  l a t e r  be a b l e  t o  i n c r e a s e  t h e i r  
f u n d i n g .  Most i m p o r t a n t l y ,  however, i f  p r o j e c t  i n p u t s  e lements  and 
b e n e f i t s  a r e  n o t  c o s t e d  and va lued  a c c u r a t e l y ,  t h e  p r o j e c t  economic 
a n a l y s i s  c o u l d  be upse t ,  r e s u l t i n g  i n  abandonment o f  t h e  a c t i v i t y  a f t e r  
s i g n i f i c a n t  r e s o u r c e s  a r e  i n v e s t e d .  T i m e l y  and a c c u r a t e  c o s t i n g  can 
t h u s  be c r u c i a l  t o  p r o j e c t  success.  

(2) A d d i t i o n a l  gu idance  on t h e  c o s t  e s t i m a t i n g  aspec t  o f  
p r o j e c t  development i s  i n c l u d e d  i n  Appendix 3B. T h i s  append ix  a l s o  
i n c l u d e s  a  more d e t a i l e d  d i s c u s s i o n  on t h e  development o f  a  d r a f t  
F i n a n c i n g  P l a n  and c o n s i d e r a t i o n s  t o  be g i v e n  i n  p u t t i n g  t o g e t h e r  a  
"package" o f  p a r t i c i p a n t s  and donors  t o  share  i n  t h e  p r o v i s i o n  o f  funds 
and/or " i n  k i n d "  c o n t r i b u t i o n s  ( i n p u t s )  needed t o  g e n e r a t e  t h e  i n t e n d e d  



p r o j e c t  e lements.  The completed F inanc ing  Plan w i  11 ou t1  i n e  t h e  
proposed a1 1  oca t  i on o f  i n p u t s  among donors and p a r t  i c i  pants  and i n d i c a t e  
t h e  genera l  schedu l ing  o f  such expected c o n t r i b u t i o n s .  Thus, an e a r l y  
s t a r t  and t h e  e v o l u t i o n a r y  development o f  t h e  F i nanc ing  Plan w i l l  p e r m i t  
p r o g r e s s i v e l y  more d e t a i  1  ed d i scuss ions  and c o o r d i n a t i o n  among p o t e n t i a l  
p r o j e c t  c o n t r i  bu to r s .  

Page No. E f f e c t i v e  Date 
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5. I m ~ l e m e n t a t i o n  and Manaqement Cons idera t ions  

a. General 
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I n  a d d i t i o n  t o  t h e  f o rego ing  p r o j e c t  development t asks ,  t h e r e  
a re  seve ra l  c0 ,ns idera t ions  t o  be addressed as t h e  n a t u r e  o f  t h e  a c t i v i t y  
and t h e  f i n a n c i n g  group takes  shape. These c o n s i d e r a t i o n s  a re  p r i m a r i l y  
focussed on t h e  phys i ca l  unde r t ak i ng  o f  t he  proposed p r o j e c t .  Such 
ma t t e r s ,  however, a re  expected t o  be impor tan t  qua1 i f i e r s  d u r i n g  t h e  
des ign  phase and may become major  de te rminan ts  i n  t h e  cho i ce  o f  a  
p a r t i c u l  a r  des ign  a1 t e r n a t i v e .  (For  example, t h e  "des ign"  o f  a  
p a r t i c u l a r  p r o j e c t  element would be t o t a l l y  i n v a l i d  i f  t h e  proposed 
element c o u l d n ' t  be implemented as d e f i n e d . )  I n  such as case, a  r e v i s e d  
element o r  v i a b l e  a l t e r n a t i v e  t h e r e t o  would have t o  be s u b s t i t u t e d  i n  
t h e  o v e r a l l  des ign .  ) These a d d i t i o n a l  c o n s i d e r a t  i o n s  a re  aimed a t  
answering t h e  f o l l o w i n g  des ign  ques t ions ;  t h e y  a re  d iscussed b r i e f l y  
below and i n  more d e t a i l  i n  o t h e r  p o r t i o n s  o f  t h i s  handbook: 
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- - How l o n g  shou ld  a  p r o j e c t  be? 

- - I f  e v e r y t h i n g  i s n ' t  comp le te ly  s e t t l e d  be fo re  AID 
approves t h e  a c t i v i t y ,  what mechanism (e .g . ,  Cond i t i ons  
Precedent)  can h e l p  b r i d g e  t h e  unknowns o r  o f f s e t  t h e  
r i s k  o f  e a r l y  ob l  i g a t i o n s ?  

- - Has t h e r e  been adequate s t a f f  work t o  suppor t  a  
conc lus i on  t h a t  t h e  a c t i v i t y  as designed can be 
s u c c e s s f u l l y  pu t  i n t o  e f f e c t  ( Imp lementa t ion  P lann ing )?  

- - W i l l  t h e  a c t i v i t y  be s u s c e p t i b l e  t o  management, 
m o n i t o r i n g  and e v a l u a t i o n  techn iques  t h a t  w i l l  ensure 
e f f i c i e n t  implementat ion and/or e f f e c t i v e  ad justment  t o  
changing c i rcumstances? 



b. Lenqth o f  P r o j e c t  
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The l e n g t h  o f  a  p r o j e c t ,  i . e . ,  t h e  es t imated  p e r i o d  f rom 
o b l i g a t i o n  t o  comp le t ion  o f  AID i n p u t s  o r  p r o j e c t  a c t i v i t i e s ,  w i l l  v a r y  
depending upon t h e  n a t u r e  o f  t h e  p roposa l .  There a re  no b a r r i e r s  t o  
p r o j e c t s  which t ake  more t ime  t o  complete,  e.g., i n s t i t u t i o n  b u i l d i n g  
a c t i v i t i e s .  There are,  however, g u i d e l i n e s  on how such p r o j e c t s  m igh t  
be des igned and implemented (see Appendix 1B) and, depending u p o n t h e  
proposed L i f e  o f  P r o j e c t ,  i t  may have t o  be au tho r i zed  by h i g h e r  l e v e l  
o f f i c i a l s ,  e.g., p r o j e c t s  w i t h  an i n i t i a l  l i f e  o f  more than  t e n  years  
w i l l  have t o  be au tho r i zed  by t h e  AID A d m i n i s t r a t o r .  (See Chapter 5 . )  

c .  Cond i t i ons  and Covenants 

3  B5 
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Cond i t i ons  and covenants i nc l uded  i n  P r o j e c t  Agreements 
s p e c i f y  a c t i o n s  which t h e  B/G must t a k e  i n  connec t ion  w i t h  t h e  
imp lementa t ion  o f  t h e  p r o j e c t  o r  a c t i o n s  which a re  necessary o r  
d e s i r a b l e  t o  o p t i m i z e  t h e  r e s u l t s  t o  be ob ta ined  f rom unde r t ak i ng  t h e  
p r o j e c t .  Those a c t i o n s  which are necessary,  e i t h e r  f o r  p r o j e c t  
imp lementa t ion  o r  f o r  ach iev i ng  p r o j e c t  o b j e c t i v e s ,  a re  sometimes 
descr ibed  as " e s s e n t i a l "  because t h e  p r o j e c t  should  n o t  be i n i t i a t e d  o r  
i t s  o b j e c t i v e s  w i l l  n o t  be achieved, i f  they  a re  n o t  taken.  Ac t i ons  
which would i nc rease  p r o j e c t  b e n e f i t s  b u t  a re  n o t  " e s s e n t i a l "  t o  i t s  
success may be d i r e c t e d  towards po l  i c y  changes o r  o t h e r  measures which 
a r e  r e l a t e d  t o  b u t  no t  p a r t  o f  t h e  p r o j e c t .  The d i f f e r e n t i a t i o n  between 
these two types  o f  c o n d i t i o n s  and covenants i s  i m p o r t a n t  i n  d e c i d i n g  
which shou ld  be i nc l uded  i n  t h e  P r o j e c t  A u t h o r i z a t i o n .  (See Chapter 5 . )  
E s s e n t i a l  Cond i t i ons  and Covenants w i l l  u s u a l l y  be d e r i v e d  f rom a n a l y s i s  
o f  assumptions. T h i s  process i s  d iscussed i n  paragraph 3B.2 above. 

The a c t u a l  Cond i t i ons  and Covenants c lauses t o  be i n c l u d e d  i n  t h e  
Agreement can be d r a f t e d  when t h e  o v e r a l l  Agreement i s  prepared.  
Dec id i ns  on t h e  substance o f  t h e  c lauses ,  however, i s  p a r t  o f  p r o j e c t  
development, because such d e c i s i o n s  w i l l  a r i s e  f rom t h e  examinat ion o f  
assumptions about e s s e n t i a l  a c t i o n s  t o  be taken  e i t h e r  b e f o r e  t h e  
p r o j e c t  beg ins (e.g. ,  as r e f l e c t e d  by AID d isbursements)  o r  by t h e  B/G 
o u t s i d e  t h e  p r o j e c t .  Cond i t i ons  and Covenants may a l s o  i n  some ways 
rep resen t  aspects  o f  a  p r o j e c t  which a re  e s s e n t i a l  t o  i t s  success, b u t  
which can ' t  be worked o u t  d u r i n g  des ign  o r ,  p o s s i b l y ,  e f f e c t e d  as ' 

i n t e g r a l  p a r t s  o f  t h e  p r o j e c t .  I n  t h e  r espec t ,  t o o  many Cond i t i ons  o r  
Covenants i n  a  p r o j e c t  a u t h o r i z a t i o n  can be an i n d i c a t o r  o f  i nc reased  
p r o j e c t  r i s k  and premature des ign,  r a t h e r  t han  e x p l i c i t  cove r i ng  o f  a l l  
impo r t an t  d e t a i l s  p o t e n t i a l l y  a f f e c t i n g  t h e  p r o j e c t .  

E f f e c t i v e  Date 

Sent. 33, 1982 

Page No. 

3-13 



(1)  "Cond i t ions"  a re  those p r o v i s i o n s  i n  t he  P r o j e c t  
Agreement which s p e c i f y  a  one-t ime a c t i o n  t o  be taken by t h e  B/G. 
"Covenants" a r e  those p r o v i s i o n s  which o b l i g a t e  t h e  B/G t o  observe 
c e r t a i n  requi rements o r  t o  t a k e  c e r t a i n  s p e c i f i c  o r  cont inuous a c t i o n s  
d u r i n g  t h e  l i f e  o f  t h e  Agreement. 
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Cond i t ions ,  i n  t u r n ,  a re  e i t h e r  " c o n d i t i o n s  ~ r e c e d e n t "  t o  i n i t i a l  
d isbursement o r  supplementary " c o n d i t i o n s  precedent"  t o  a  spec ia l  a c t i o n  
o r  event ,  such as t h e  disbursement o f  funds by AID t o  a  separate element 
o f  a  p r o j e c t .  Cond i t ions  precedent  t o  i n i t i a l  d isbursement (CPs) a r e  
t h e  t y p e  most f r e q u e n t l y  used i n  P r o j e c t  Agreements. Two such 
c o n d i t i o n s  a re  r o u t i n e l y  i n c l u d e d  i n  Loan and Grant  P r o j e c t  Agreements, 
i .e . ,  a  " l e g a l  op in i on "  on t h e  v a l i d i t y  o f  t h e  Agreement and t h e  
requi rement  t o  name o f f i c i a l  r ep resen ta t i ves .  (See Chapter 6 f o r  
d e t a i l s . )  I n  a d d i t i o n  t o  these  s tandard i n i t i a l  c o n d i t i o n s ,  o t h e r  CPs, 
i .e., t o  subsequent d i  sbursements, a re  f r e q u e n t l y  inc luded .  

Examples o f  c o n d i t i o n s  precedent t o  subsequent disbursements a r e  t h e  
appointment o f  a  B/G program manager, p r e p a r a t i o n  o f  s p e c i f i e d  p lans ,  
s i g n a t u r e  o f  c o n t r a c t s  acceptable t o  AID, a c q u i s i t i o n  o f  s i t e s  needed 
f o r  t h e  p r o j e c t  o r  t h e  commissioning o f  spec ia l  s t ud ies .  Dec id ing  what 
a c t i o n s  o r  events  must t a k e  p lace  t o  pe rm i t  t h e  p r o j e c t  t o  go fo rward  as 
planned, and t h e  t i m i n g  o f  such a c t i o n s  o r  events ,  r e q u i r e s  cons ide rab le  
thought .  Cons idera t ions  impo r tan t  t o  those d e c i s i o n s  i n c l u d e  
e s s e n t i a l i t y  o f  t h e  event o r  a c t i o n  f o r  p r o j e c t  success, t h e  t ime  l i k e l y  
t o  be needed by t he  B/G t o  t a k e  such a c t i o n  and t h e  l a t e s t  da te  by which 
t h e  event  cou ld  occur  w i t h o u t  s e r i o u s l y  a f f e c t i n g  p r o j e c t  v i a b i l i t y .  

E f f e c t i v e  Date 

Sent. 30, 1982 

( 2 )  Covenants 

I f  a  more cont inuous a c t i o n s  i s  r e q u i r e d  by t h e  B/G o r  i f  
t h e  a c t i o n  r e q u i r e d  i s  n o t  d i r e c t l y  r e l a t e d  t o  implementat ion o f  t h e  
p r o j e c t  ( bu t  r a t h e r  in tended t o  c r e a t e  c o n d i t i o n s  r e l a t e d  t o  b u t  n o t  
p a r t  o f  t h e  p r o j e c t ) ,  i t  should n o t  be des ignated as a  CP t o  
Disbursement. I n  such cases, e.g., t h e  subsequent s t a f f i n g  and 
o p e r a t i o n  o f  an i n s t i t u t i o n  t o  be c rea ted  as p a r t  o f  t h e  p r o j e c t ,  
i n c o r p o r a t i n g  t h e  requi rement  as a  covenant would be more a p p r o p r i a t e .  
Covenants a re  a l s o  commonly used t o  ensure sound f i n a n c i a l  ope ra t i ons  
( " f i n a n c i a l  covenants" )  o f  a  p r o j e c t  a f t e r  i t  has been completed. 
Examples a re  t h e  maintenance o f  a  c u r r e n t  r a t i o  ( r a t i o  o f  c u r r e n t  asse ts  
t o  c u r r e n t  l i a b i l i t i e s ) ,  a  p r o h i b i t i o n  aga ins t  investments  by t he  
p r o j e c t  w i t h o u t  AID'S approval  o r  l i m i t a t i o n s  on d i v i dend  payments. 
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(3)  ' Cond i t i ons  versus Covenants 

The n a t u r e  o f  CPs t o  Disbursement i m p l i e s  t h a t  t hey  
p r o v i d e  more l eve rage  t hen  e i t h e r  supplementary c o n d i t i o n s  precedent  o r  
covenants because t hey  a r e  t o  be s a t i s f i e d  be fo re  AID suppor ted p r o j e c t  
e lements can be f inanced .  The r e a l  w o r l d  i s  seldom so accommodating. 
I t  migh t  be coun te r -p roduc t i ve  t o  squeeze a l l  c o n d i t i o n s  necessary f o r  
r each ing  p r o j e c t  o b j e c t i v e s  i n t o  CPs t o  Disbursement because do ing  so 
may make t h e  beg inn ing  o f  p r o j e c t  imp lementa t ion  imposs ib le .  

Legal remedies open t o  AID i n  case o f  t h e  B/G's f a i l u r e  t o  meet 
secondary c o n d i t i o n s  precedent  o r  comply w i t h  covenants t o  u s u a l l y  
i n v o l v e  t h e  suspension o r  t e r m i n a t i o n  o f  t h e  p r o j e c t ,  i .e., s teps  t h a t  
o f t e n  have broad i m p l i c a t i o n s  f o r  t h e  r e l a t i o n s h i p  between AID and t h e  
B/G. Given t h e  f a c i l i t i e s  o f  such " c o n t r o l s , "  CPs and covenants shou ld  
be kep t  t o  t h e  minimum necessary t o  ensure adequate commitment by t h e  
p a r t i e s  t o  i n i t i a t e  and s u c c e s s f u l l y  complete t h e  p r o j e c t .  

I n  p r o j e c t i n g  dates by which CPs t o  Disbursement should  be met (Termina l  
Date f o r  meet ing Cond i t i ons  Precedent, f r e q u e n t l y  r e f e r r e d  t o  as TDCP) , 
t h e  t i m e  needed t o  t a k e  t h e  a c t i o n s  r e q u i r e d  by t h e  CPs should  be 
r e a l  i s t i c a l  l y  assessed j o i n t l y  w i t h  t h e  B/G. Two c o n s i d e r a t i o n s  must be 
r e c o n c i l e d  i n  do ing  so: (i) t h e  d e s i r a b i l i t y  o f  beg inn ing  
imp lementa t ion  as soon as p o s s i b l e  a f t e r  s i g n i n g  o f  t h e  P r o j e c t  
Agreement; and ( i i )  t h e  u n d e s i r a b i l i t y  o f  ex tend ing  t h e  TDCP, once o r  
severa l  t ime ,  because t h e  p a r t i e s  a r e  unable  t o  t a k e  t h e  r e q u i r e d  
a c t i o n s  b e f o r e  t h e  agreed upon TDCP. There a re  no r u l e s  which can be 
a p p l i e d  i n  a r r i v i n g  a t  a  reasonable  p e r i o d  f o r  meet ing CPs. S e t t i n g  a  
r e a l i s t i c  TDCP i n v o l v e s  judgments as t o  t h e  p e r i o d  u s u a l l y  needed by a  
B/G t o  t a k e  t h e  k i n d  o f  a c t i o n s  r e q u i r e d  and t h e  p e r i o d  needed by AID t o  
t a k e  c o l l a t e r a l  a c t i o n  (e.g. ,  approval  o f  a  c o n t r a c t ) .  

(d) I m ~ l  ementat ion P l  ann inq  

I t  i s  e v i d e n t  f rom preceding p a r t s  o f  t h i s  chap te r  t h a t  
p l ann ing  t h e  imp lementa t ion  o f  a  p r o j e c t  must be an i n t e g r a l  p a r t  o f  and 
a  cons tan t  c o n s i d e r a t i o n  d u r i n g  p r o j e c t  development. I n  Chapter 7 ,  
" implement ing"  i s  de f ined  as " p u t t i n g  i n t o  e f f e c t . "  An imp lementa t ion  
p l a n  f o r  a  p r o j e c t  i s  t h e r e f o r e  a  d e s c r i p t i o n  o f  t h e  a c t i o n s  needed t o  
p u t  i n t o  e f f e c t  t he  p r o j e c t  elements, a p l a n  o f  a c t i o n  f o r  t r a n s l a t i n g  
t h e  " b l u e p r i n t "  f o r  ach iev i ng  p r o j e c t  o b j e c t i v e s ,  t h e  p r o j e c t  des ign,  
i n t o  r e a l i t y .  The p l a n  must be fo rmu la ted  d u r i n g  p r o j e c t  development 
n o t  o n l y  t o  avo id  de lays  d u r i n g  p r o j e c t  implementat ion bu t ,  most 
i m p o r t a n t l y ,  t o  t e s t  t he  e f f e c t i v e n e s s  and e f f i c i e n c y  of d i f f e r e n t  
imp lementa t ion  methods. 
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The t y p e  o f  a c t i o n s  ( o rgan i z i ng ,  managing, s t a f f i n g ,  c o n t r a c t i n g  and 
purchas iqg,  d i s b u r s i n g  funds, e t c . )  which must be i n c l u d e d  i n  o v e r a l l  
imp lementa t ion  p lann ing ,  t h e  methods f o r  schedul i n g  such a c t i o n s  and 
r e 1  a ted  m a t t e r s  a re  d iscussed i n  Chapter 9 .  C o n t r a c t i n g  and 
d isbursement  methods demand s p e c i a l  a t t e n t i o n  because cho ices  t h e r e o f  
w i l l  have e f f e c t s  on t h e  imp lementa t ion  schedule.  They a l s o  have t o  be 
taken  i n t o  account i n  t h e  A d m i n i s t r a t i v e  Ana l ys i s .  C o n t r a c t i n g  methods 
a r e  d iscussed  i n  d e t a i l  i n  paragraph C3c o f  Chapter 8; m a t e r i a l  r e l a t i n g  
t o  AID'S p o l i c y  on t h e  cho i ce  between "Country C o n t r a c t i n g "  and " D i r e c t  
AID C o n t r a c t i n g "  i s  i nc l uded  i n  Chapter 3  o f  Handbook 1B. A d d i t i o n a l  
i n f o r m a t i o n  i s  con ta ined  i n  t h e  two "Guidebooks" on these  s u b j e c t s  t h a t  
appear i n  t h e  Supplement t o  t h i s  Handbook. A  r e l a t e d  exce rp t ,  "Choice 
o f  Procurement E n t i t y "  and i n f o r m a t i o n  on procurement p l a n n i n g  a re  
i n c l u d e d  i n  Appendix 3H. Disbursement Methods a r e  desc r i bed  i n  
Appendix 31. 

The "F i xed  Amount Reimbursement" (FAR) method o f  d i s b u r s i n g  p r o j e c t  
funds r e q u i r e s  s p e c i a l  imp lementa t ion  approaches and can be used o n l y  i f  
a  p r o j e c t  i s  s p e c i f i c a l l y  designed f o r  i t s  a p p l i c a t i o n .  I n  a l l  o t h e r  
t ypes  o f  d isbursement,  AID pays f o r  t h e  purchase o f  commodit ies and 
s e r v i c e s  s p e c i f i e d  i n  c o n t r a c t s  o r  o t h e r  docunients i n  t h e  course o f  
imp lementa t ion .  Under t h e  FAR procedure,  AID d i sbu rses  i t s  c o n t r i b u t i o n  
t o  t h e  p r o j e c t  o n l y  a f t e r  a  p r o j e c t ,  o r  s p e c i f i c  p r o j e c t  e lements,  have 
been completed. I n  Log Frame terms, AID f i nances  i n p u t s  under a l l  o t h e r  
d isbursement  procedures bu t  f i nances  ou tpu t s  under t h e  FAR procedure.  
For  d e t a i l s ,  r e f e r  t o  Appendix 35. 

e.  Pre- Imp1 ementat ion 

"Pre- Implementat ion"  a c t i o n s  a re  those  imp lementa t ion  
a c t i o n s  which can, and o f t e n  should,  be taken  b e f o r e  AID funds a re  
a v a i l a b l e ,  i . e . ,  be fo re  a  P r o j e c t  Agreement i s  s igned.  Gene ra l l y ,  
a c t i o n s  which can be taken b e f o r e  t h e  P r o j e c t  Agreement has become 
e f f e c t i v e  a re  o n l y  those t h a t  do no t  r e q u i r e  t h e  B/G o r  A I D  t o  assume 
f i n a n c i a l  o b l i g a t i o n s  (a l though ,  t h e  B/G may do so a t  i t s  own r i s k ) .  
S u b s t a n t i a l  t i m e  can be saved, however, p a r t i c u l a r l y  i n  t h e  ever  
t ime-consuming procurement and c o n t r a c t i n g  process.  P r o j e c t  des igners  
should  remain a l e r t  t o  p re - imp lementa t ion  o p p o r t u n i t i e s  and use t h i s  
mechanism wherever c i rcumstances d i c t a t e .  A more coniplete d i s c u s s i o n  o f  
p re - imp lementa t ion  c o n s i d e r a t i o n s  and a c t i o n s  i s  p rov i ded  i n  Chapter 10. 
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M o n i t o r i n g  t h e  implementat ion o f  a  p r o j e c t  can make 
s u b s t a n t i a l  demands on t h e  t i m e  of bo th  AID'S f i e l d  s t a f f  and B/G 
personnel .  I t  i s ,  t h e r e f o r e ,  impe ra t i ve  t h a t  m o n i t o r i n g  be planned 
d u r i n g  p r o j e c t  development, p a r t i c u l a r l y  i f  p e r i o d i c  d a t a  c o l l e c t i o n  i s  
envisaged, and t h a t  m o n i t o r i n g  p l ans  and r e p o r t i n g  requ i rements  be 
agreed w i t h  t h e  B/G. M o n i t o r i n g  p r i n c i p l e s  and procedures and r e p o r t i n g  
systems which shou ld  be cons idered  d u r i n g  p r o j e c t  devel  opment a re  
d iscussed  i n  Chapter 11. 

E v a l u a t i o n  c o n s i d e r a t i o n s  l i k e w i s e  must be woven i n t o  t h e  o v e r a l l  
sequence o f  p r o j e c t  devel  opment tasks .  Eval u a t  i on approaches need t o  be 
developed and agreed w i t h  t h e  B/G, showing a t  what p o i n t s  and how t h e  
p r o j e c t  des ign,  i t s  implementat ion and expected impact  m igh t  bes t  be 
eva lua ted .  The p r i n c i p l e s  and procedures which should  be cons idered  i n 
e v a l u a t i o n  p l a n n i n g  a re  s e t  f o r t h  i n  Appendix 3K and d iscussed i n  d e t a i l  
i n  Chapter 12. 
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3C P r o j e c t  Analyses 

1. General The impor tance o f  a n a l y t i c a l  e f f o r t s  as a  t o o l  t o  be used 
d u r i n g  p r o j e c t  development was p o i n t e d  ou t  i n  paragraph 381 above, i n  
which t h e  des ign  o f  p r o j e c t  e lements i s  d iscussed.  It cannot be over -  
emphasized t h a t  p r o j e c t  des ign  and a n a l y s i s  a re  e s s e n t i a l  i n g r e d i e n t s  i n  
t h e  same endeavor, i . e . ,  t o  d e f i n e  and assess t h e  v a l i d i t y  o f  what i s . t o  
be done and when, and how and by whom i t  i s  t o  be done. The a n a l y s i s  
t e s t s  t h e  f e a s i b i l i t y  and e f f e c t i v e n e s s  o f  t h e  des ign  and may l e a d  t o  
i t s  m o d i f i c a t i o n ,  a f t e r  which t h e  r e v i s e d  des ign  w i l l  aga in  be s u b j e c t  
t o  an a n a l y t i c a l  t e s t .  Because d i f f e r e n t  elements o f  t h e  des ign,  e.g., 
t h e  cho i ce  o f  p r o j e c t  s i t e s  and t h e  a v a i l a b i l i t y  o f  personnel  t o  
implement a  p r o j e c t ,  a f f e c t  each o the r ,  t h e  a n a l y s i s  must be c a r r i e d  ou t  
as des ign  proceeds r a t h e r  than as a  separate  t a s k  a f t e r  t h e  des ign  i s  
s u b s t a n t i a l l y  completed. 
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Th i s  s e c t i o n  o f  t h e  Chapter,  and p a r t i c u l a r l y  t h e  Appendices t o  which 
re fe rences  a r e  made, c o n t a i n  guidance on t h e  con ten t  and methodology o f  
d i f f e r e n t  t ypes  o f  analyses. Ex tens ive  l i t e r a t u r e  e x i s t s  r ega rd i ng  t h e  
s i x  p r i n c i p a l  ana lyses d iscussed ( t e c h n i c a l ,  f i n a n c i a l ,  economic, 
s o c i a l ,  env i ronmenta l  and a d m i n i s t r a t i v e ) .  Such i n f o r m a t i o n  cannot be 
summarized h e r e i n ;  however, re ferences a re  made t o  some o f  t h e  
l i t e r a t u r e  i n  t h e  Appendices. I t  i s  assumed t h a t  p r o f e s s i o n a l l y  
qua1 i f i e d  s t a f f  o r  c o n s u l t a n t s  w i l l  be r e s p o n s i b l e  f o r  s p e c i f i c  
a n a l y t i c a l  aspects  d u r i n g  p r o j e c t  development. Th i s  s e c t i o n  i s  
t h e r e f o r e  l i m i t e d  t o  a  genera l  d i s c u s s i o n  o f  p r o j e c t  ana lyses and 
approaches w i t h  which a l l  P r o j e c t  Committee members should  be f a m i l i a r .  
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2. Technica l  Anal v s i  s  
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a. The t a s k  s e t  f o r  t h e  t e c h n i c a l  a n a l y s i s  o f  p r o j e c t s  i s  t o  
examine t h e  " t e c h n i c a l  f e a s i  b i l  i t y "  o f  p r o j e c t s .  An a n a l y s i s  o f  
f e a s i b i l i t y  i nc l udes  no o n l y  an answer t o  t h e  ques t i on  whether i t  i s  
p o s s i b l e  t o  implement a  p r o j e c t  i n  t h e  form proposed b u t  a l s o  whether 
t h e  means s e l e c t e d  and t h e  methods proposed f o r  t h e  r e a l i z a t i o n  o f  t h e  
p r o j e c t  elements a r e  t e c h n i c a l l y  t h e  most s u i  tab1 e  and c o s t  e f f e c t i v e :  
Technica l  ana l ys i s ,  t h e r e f o r e ,  must go hand- in-  hand w i t h  f i  nanc i  a1 'and 
economic ana l ys i s .  Exper ts  d e a l i n g  w i t h  t he  t e c h n i c a l  aspects should be 
comple te ly  f a m i l i a r  w i t h  t h e  methods used i n  f i n a n c i a l  and economic 
a n a l y s i s  o r  work i n  c o n j u n c t i o n  w i t h  persons possessing such s k i l l s .  

b. Ques t ions  t o  be examined i n  a  t e c h n i c a l  a n a l y s i s  depend on t h e  
n a t u r e  o f  t h e  p r o j e c t .  The more complex and v a r i e d  proposed p r o j e c t  
elements are,  t h e  more d i v e r s e  w i l l  be t h e  e x p e r t i s e  needed t o  analyze 
them. A  p r o j e c t  which con ta ins  a  t r a i n i n g  element e s s e n t i a l  t o  i t s  
success, should r e f l e c t  a  de te rm ina t i on  t h a t  t h e  r e q u i r e d  number o f  
cand ida tes  can be t r a i n e d  i n  a  t i m e l y  manner. I f  c o n s t r u c t i o n  o f  
phys i ca l  f a c i l i t i e s  i s  t h e  o n l y  p r o j e c t  element, conce ivab ly  o n l y  
a r c h i t e c t u r a l  and eng ineer ing  e x p e r t i s e  migh t  be needed t o  analyze i t .  
A  p r o j e c t  which proposes t o  i n c l u d e  t h e  p r o v i s i o n  o f  f e r t i l i z e r  and 
seeds, es tab l i shment  o f  an a g r i c u l t u r a l  c r e d i t  system and c o n s t r u c t i o n  
and o p e r a t i o n  o f  a  f r e s h  produce g rad ing  and marke t ing  cen te r  w i l l  
r e q u i r e  a  broad v a r i e t y  o f  t e c h n i c a l  e x p e r t i s e .  There i s ,  t h e r e f o r e ,  no 
e x p l i c i t  s p e c i f i c a t i o n  o f  "minimum" e s s e n t i a l  t e c h n i c a l  analyses 
necessary t o  suppor t  p r o j e c t  development. 

E f f e c t i v e  Date 
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c .  Not o n l y  i s  t e c h n i c a l  a n a l y s i s  c l o s e l y  r e l a t e d  t o  f i n a n c i a l  
and economic ana l ys i s ,  i t  o f t e n  over laps  i n  many respec t s  and must be 

' 

i n t e g r a t e d  w i t h  s o c i a l  a n a l y s i s .  Determin ing most c o s t  e f f e c t i v e  
elements w i t h i n  t h e  a g r i c u l t u r a l  p r o j e c t  mentioned above should go i n  
hand w i t h  t h e  assessment o f  such s o c i a l  f a c t o r s  as b e n e f i c i a r y  
d i s t r i b u t i o n ,  r e c e p t i v i t y  o f  farmers and consumers t o  new p r o d u c t i o n  and 
marke t ing  systems and t h e  c o m p a t i b i l i t y  o f  a  new c r e d i t  system w i t h  
c u l t u r a l  t r a d i t i o n s .  S i m i l a r l y ,  t h e  a d m i n i s t r a t i v e  i m p l i c a t i o n s  o f  
va r i ous  t e c h n i c a l l y  p o s s i b l e  and d e s i r a b l e  a l t e r n a t i v e s  must be taken  
i n t o  account.  P r o j e c t  a n a l y s i s  can thus  be a  t a s k  t h a t  can o n l y  be 
accompl i shed by a  team e f f o r t  and may f a i  1  i f  each expe r t  works 
independent l y  f rom o the rs .  
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d. Po in t i ng  ou t  t h a t  t he re  i s  an i n t e r - connec t i on  between 
techn ica l  and o the r  types o f  ana lys is  i s  n o t  t o  say t h a t  t echn i ca l  
ana lys is  does n o t  have ob jec t i ves ,  and does not  use methods d i f f e r e n t  
from those inheren t  i n  soc ia l ,  f i n a n c i a l  o r  economic ana lys is .  I t s  
o b j e c t i v e  i s  t o  ascer ta in  whether t he  design o f  a  p a r t i c u l a r  p r o j e c t  o r  
p r o j e c t  element i s  cons is ten t  w i t h  t he  body o f  knowledge about poss ib le  
so l u t i ons  t o  a  g iven problem e x i s t i n g  w i t h i n  t h e  cognizant p ro fess iona l  
community. The techn ica l  exper t ' s  t a s k  i s  t o  weigh t h e  m e r i t s  of 
a l t e r n a t i v e  courses o f  a c t i o n  i n  t he  1  i g h t  o f  such accumulated 
p ro fess iona l  experience t o  i d e n t i f y  i n  coord ina t ion  w i t h  o the r  designers 
t he  p re fe r red  course. 

e. The ways o f  ob ta in ing  expe r t i se  f o r  t echn i ca l  ana l ys i s  and 
i n t e g r a t i n g  i t  w i t h  p r o j e c t  development tasks c a r r i e d  ou t  by Miss ions i s  
discussed i n  Sect ion 3D. D e t a i l s  on Technical Analys is  are contained i n  
Appendix C t o  t h i s  chapter.  
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3. F inanc ia l  Anal v s i s  

a. The purpose o f  f i n a n c i a l  ana lys is  i s  two fo ld :  ( i )  t o  
determine t h a t  t he  proposed a c t i v i t y  w i l l  be f i n a n c i a l l y  v i a b l e  and have 
monetary va lue t o  the  d i r e c t  p a r t i c i p a n t s  ( i  .e., t h a t  revenues w i l l  be 
o f  such amounts and rece ived i n  such t ime per iods as t o  be l a r g e r  and 
more va luable  than t he  stream o f  p ro jec ted  expenses), and ( i i )  t h a t  the  
stream o f  p ro j ec ted  expenses can a c t u a l l y  be f inanced (pa id  f o r )  by 
p r o j e c t  p a r t i c i p a n t s  as envis ioned i n  the imp1 ementation p l an  (Schedule 
o f  Sources and Uses). The f i n a n c i a l  ana lys is  w i l l  a1 so produce 
i n f o rma t i on  and/or a  se r ies  o f  t ab l es  o r  schedules which w i l l  he l p  form 
a  d e s c r i p t i o n  o f  t he  proposed a c t i v i t y  i n  t he  P r o j e c t  Paper. 
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b. F inanc ia l  ana lys is  i s  d i s t i ngu i shed  from economic ana l ys i s  by 
t he  da ta  used i n  conduct ing t he  ana lys is  and t h e  purpose which i t  
serves. F inanc i  a1 ana lys is  uses actua l  and p ro j ec ted  market p r i ces ,  
i .e., the  p r i c e s  expected t o  be pa id  by those buying i npu t s  f o r  a  g iven  
product and obtained i n  s e l l i n g  the  product .  Economic ana lys is  uses 
const ructed values, i .e., "shadow p r i ces "  o r  "oppor tun i t y  costs . "  
F inanc i  a1 anal y s i  s  takes i n t o  account a1 1  expenses (cos ts )  encountered 
by a  producer, e.g., t he  p r i c e  o f  inputs ,  impor t  du t ies ,  i n t e r e s t  o r  
taxes, and a l l  revenues ( b e n e f i i s ) ,  whether such are obtained from the  
sa le  o f  products, a  government subsidy, dep rec i a t i on  o f  phys ica l  assets, 
e t c .  (Economic ana lys is  d isregards a1 1  cos ts  which represent  
" t r ans fe r s "  between members o f  the  same economic community, u s u a l l y  a  
country,  such as subsidies,  taxes and the  l i k e .  It does, however, 
cons ider  cos ts  t o  be incur red  i n  connect ion w i t h  t he  p r o j e c t  by e n t i t i e s  
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o the r  than t he  d i r e c t  p a r t i c i p a n t s ,  e.g., t he  cos t  o f  farm-to-market 
roads.) The d i f f e r e n c e  o f  these two approaches t o  the ana l ys i s  o f  costs  
and b e n e f i t s  stems from the  d i f f e r e n c e  i n  t h e  ob jec t i ves  o f  both types 
o f  ana lys is .  The purpose o f  f i n a n c i a l  ana l ys i s  i s  t o  ensure t h a t  an 
a c t i v i t y  can be pa id  f o r  and t o  determine t h e  p r o f i t a b i l i t y  o f  a  p r o j e c t  
from t h e  s tandpoin t  o f  an i n d i v i d u a l  o r  pub1 i c  o r  p r i v a t e  e n t i t y  f o r  
whose b e n e f i t  a  p r o j e c t  i s  undertaken. Economic ana lys is  i s  concerned 
w i t h  t he  soc ia l  p r o f i t a b i l i t y  o f  a  p r o j e c t ,  i .e . ,  t he  r e l a t i o n s h i p  o f  
t h e  cos t s  i ncu r red  and t he  bene f i t s  obtained by t he  soc ie t y  as a  whole. 
(See f o l  1  owing sec t ion .  ) 

c .  There are several  standard methods f o r  f i n a n c i a l  ana l ys i s  
which a re  discussed i n  Appendix D, "F inanc ia l  Analys is . "  Commonly used 

3 
are those methods which take t he  value o f  money and t ime i n t o  account, 
such as t h e  "discounted cash f l ow"  o r  "present  value" methods o f  
ana lys is .  These methods lead  t o  t he  determinat ion o f  a  F inanc ia l  Rate 
o f  Return expected from t h e  investment o f  f i n a n c i a l  and o the r  resources 
requ i red  t o  implement t h e  p r o j e c t ;  t h a t  r a t e  i s  a l so  sometimes r e f e r r e d  
t o  as Return on Investment (ROI). The pe r i od  considered i n  such 
c a l c u l a t i o n s  i s  the  expected economic l i f e  o f  the  p r o j e c t ,  u s u a l l y  i n  
t h e  range o f  20 t o  30 years, depending on t h e  type o f  p r o j e c t  analyzed. 
I n  t h e  f i n a n c i a l  ana lys is ,  i n f l a t i o n  f a c t o r s  must be used i n  p r o j e c t i n g  
both t h e  cos ts  (expendi tures) and b e n e f i t s  (revenues) on which t he  
c a l c u l a t i o n  o f  the  ROI i s  based. I f  the  p r o j e c t  inc ludes a  p a r t i c i p a n t  
t r a i n i n g  component, t h e  economic ana lys is  o f  t h a t  component should be 
conducted w i t h i n  t he  framework se t  out  i n  t he  T ra i n i ng  Cost Analys is  
system. 

d. Some p ro j ec t s ,  p r i m a r i l y  "human i n f r a s t r u c t u r e "  p r o j e c t s  such 
as those i n  t h e  area o f  hea l th ,  educat ion t r a i n i n g ,  do n o t  l end  
themselves t o  the  types o f  analyses mentioned above. For those 
p ro j ec t s ,  t h e  demand f o r  t h e  proposed serv ices  should be analyzed and 
t h e  bes t  technolog ica l  a l t e r n a t i v e ( s )  i d e n t i f i e d .  A  " l e a s t  cos t "  
ana l ys i s  o f  such a l t e r n a t i v e s  should be used t o  a r r i v e  a t  a  f i n a l  design 
recommendat i on .  
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* e. Each and every p r o j e c t  design document, whether f o r  AID/\ o r  
f i e l d  au thor i za t ion ,  w i l l  i nc lude  as p a r t  o f  t he  f i n a n c i a l  ana l ys i s  
sec t ion  a  d e t a i l e d  assessment o f  t he  methods o f  implementation and 

3 
prov ide  t h e  bas ic  approval f o r  l a t e r  issuance o f  f i nanc ing  documents 
requested by t h e  implementing o f f i c e s  du r i ng  p r o j e c t  implementation. 
The Regional Bureau C o n t r o l l e r  has t he  a u t h o r i t y  t o  review and p rov ide  
concurrence o f  t h i s  sec t i on  o f  t h e  p r o j e c t  design document submit ted t o  
AID/\. Add i t i ona l l y ,  t he  AID/\ Cont ro l1  e r  has provided a  de lega t ion  o f  
a u t h o r i t y  t o  t h e  Miss ion Con t ro l l e r s  t o  r e q u i r e  t h e i r  rev iew and 
concurrence f o r  those p r o j e c t  design documents approved i n  t he  f i e l d  as 
w e l l  as those submit ted t o  AID/\. 
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The Regional Bureau Cont ro l  1 e r s  w i  11 a1 so be respons ib le  f o r  rev iew ing  
and concur r ing  i n  t h e  methods o f  f i n a n c i n g  and implementat ion f o r  a l l  
r e g i o n a l  and c e n t r a l  l y - funded  p r o j e c t s  f o r  t h e i r  r e s p e c t i v e  bureaus. 
The AID/Cont ro l le r ,  o r  h i s /he r  designee, w i l l  be respons ib le  f o r  
rev iew ing  and concur r ing  i n  t h e  methods o f  f i n a n c i n g  and implementat ion 
f o r  a1 1 o t h e r  c e n t r a l  bureaus' c e n t r a l  1 y- funded p r o j e c t s .  

The methods o f  implementat ion and f i n a n c i n g  s e c t i o n  o f  t h e  des ign 
document should be presented i n  t h e  f o l l o w i n g  general  format:  
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(1) A c h a r t  should be prepared i n d i c a t i n g  a l l  methods o f  
implementat ion t o  be used i n  t h e  proposed pro jec t /program and t h e  
v a r i o u s  methods o f  f i n a n c i n g  under each. Th is  c h a r t  should i n c l u d e  
approximate d o l l a r  amounts by method o f  implementat ion and by method o f  
f i nanc ing .  The f o l l o w i n g  i s  an i l l u s t r a t i v e  example: 

Effective Date 

Feb. 21, 1989 
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Methods o f  I m ~ l e m e n t a t i o n  and F inanc inq  
( I l l u s t r a t i v e  Example) 
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Method o f  I m ~ l  ementat i on Method o f  F inanc inq  A D ~ r o x i m a t e  Amount 

TA - HC I n s t i t u t .  Cont ract  D i  rec  t L/Comm 
HC Reimb. 
Bank L/Comm 

A u d i t  - HC Con t rac t  D i r e c t  Pay 100 

TA - HC-PSCs D i r e c t  Pay 200 

Const ruc t .  - Schools FAR 

Commod. - AID Proc. Bank L/Comm 
Proc. Agt. Cont racts  D i r e c t  L/Comm 

Commod. - HC Proc. 
Purchase Orders 

T o t a l  P r o j e c t  

HC Reimb. 
D i r e c t  Pay 

(2) Th is  s e c t i o n  should p rov ide  a n a r r a t i v e  j u s t i f i c a t i o n  f o r  
depar tures f rom t h e  f o l  l ow ing  t h r e e  p r e f e r r e d  f i n a n c i n g  a1 t e r n a t i  ves : 



(a) The use o f  f i x e d  Amount Reimbursement ( o r  modi f ied 
Fixed Amount Reimbursement) as t he  p re fe r red  method i n  f i nanc ing  
mu1 t i p l e  n i t  const ruct ion.  

(b) Use o f  t he  L e t t e r  o f  C red i t  (LOC - fo rmer ly  FRLC) 
procedure. (Note t h a t  LOCs may be used o n l y  i n  t he  case o f  non-pro f i  t 
organizat ions.  They cannot be used i n  any case f o r  host  country  
con t rac ts  o f  loan- f inanced con t rac ts  .) 
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(c )  The use o f  t he  d i r e c t  reimbursement ( d i r e c t  payment) 
procedure (reimbursing the  host country, con t rac to rs  and o thers )  
i nc l ud ing  t he  use o f  AID D i r e c t  L e t t e r  o f  Commitment. 

I n  t he  above example, a  j u s t i f i c a t i o n  needs t o  be provided on t he  use o f  
t he  Bank L/Comm except f o r  CIP and p r o j e c t  commodity f i nanc ing  f o r  which 
t h e  mission an t i c i pa tes  a pro1 i f e r a t i o n  o f  invo ices.  

E f f e c t i v e  Date 
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(3) I f  appl icab le,  a  d e t a i l e d  explanat ion and assessment o f  
t h e  host  country  government's s p e c i f i c  procedures f o r  con t rac t ing ,  
commodity procurement, and payment v e r i f i c a t i o n  should be provided i n  
t h i s  sec t ion .  Where t he  host country  con t rac t  method o f  implementation 
i s  being proposed the  capac i ty  o f  the  host country  and i t s  imp1 ementing 
agencies must be r e a l  i s t i c a l l y  assessed as p a r t  o f  the  p lanning 
process. Refer t o  Handbook 3, Supplement B. 3 
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( 4 )  I n  add i t ion ,  an eva lua t ion  o f  t he  need f o r  a u d i t  coverage 
i s  requ i red  i n  t h i s  sec t ion  i n  l i g h t  o f  p o t e n t i a l  r i s k s  and a statement 
t o  descr ibe planned con t rac t  and p r o j e c t  a u d i t  coverage by t he  host 
government, AID, and/or independent pub1 i c  accountants. P ro jec t  funds 
should be s p e c i f i c a l l y  budgeted f o r  a u d i t  and no t  in termingled w i t h  
o ther  p r o j e c t  requirements unless adequate a u d i t  coverage by t h e  host 
country  i s  reasonably assured o r  aud i ts  by t h i r d  p a r t i e s  are n o t  
warranted. 

An eva lua t ion  o f  a u d i t  needs should be b u i l t  upon the  s p e c i f i c  
assessment o f  methods o f  implementation and f inanc ing  inc luded i n  the  
design document as i l l u s t r a t e d  i n  (1) above. Assessments regard ing the  3 choice o f  method o f  f i nanc ing  o r  method o f  implementation w i l l  o f t e n  
d i c t a t e  t he  degree and means o f  appropr ia te  a u d i t  coverage. Each type 
o f  method o f  f i nanc ing  and implementation contained i n  the  s p e c i f i c  
assessment should be evaluated f o r  a u d i t  need. When making t h i s  
eval  ua t i on  p r o j e c t  designers should consider t he  f o l l  owing: 

-The degree o f  vu l  nerabi  1  i t y  and/or o v e r a l l  accountabi 1  i t y  
associated w i t h  a  p a r t i c u l a r  method o f  f i nanc ing  o r  implementation. 

-The l i k e l i h o o d  o f  a u d i t  coverage by t he  I G  o r  cognizant federa l  
agency. 



-The 1  i k e l  ihood and adequacy o f  a u d i t  coverage by t he  hos t  
government. 

-'The a v a i l  a b i l  i t y  o f  qua1 i f  i e d  1  ocal independent pub1 i c  accountants 
( t o  be considered when budgeting p r o j e c t  funds f o r  a u d i t )  . 
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-The use o f  competent independent accountants by va r ious  r e c i p i e n t  
o rgan iza t ions  t o  issue c e r t i f i e d  f i n a n c i a l  statements which take 
i n t o  account t he  usage o f  AID funds. 

E f f e c t i v e  Date 
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-The d e s i r e  scope, frequency, and t i m i n g  o f  aud i t s .  
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When completed, t he  eva lua t ion  should have considered a u d i t  coverage f o r  
a1 1  proposed methods o f  f i nanc ing  and imp1 ementation contained i n  t he  
p r o j e c t  design documents. I t  i s  r e a l  i zed  t h a t  p r o j e c t  designers are 
r equ i r ed  t o  base t h i s  eva lua t ion  t o  a  very  g rea t  ex ten t  on t h e i r  
judgement and by apply ing va r ious  assumptions, and should document these 
judgements and assumptions i n  t h e  p r o j e c t  documents. 

P r o j e c t  o f f i c e r s  have the  responsi  b i l  i t y  t o  ca re fu l  l y  moni tor  t h e  a u d i t  
p lans  du r i ng  the  course o f  p r o j e c t  implementation and make t h e  necessary 
amendments t o  t h e  p r o j e c t  budget f o r  a u d i t i n g  needs, i f  warranted. * 
4 .  Economic Anal v s i  s  

The purpose o f  economic ana lys is  i s ,  as mentioned i n  t h e  preceding 
paragraph, t o  determine t he  soc ia l  p r o f i  t a b i l  i t y  o f  a  p r o j e c t .  Standard 
methods o f  ana lys is ,  designed t o  e s t a b l i s h  t he  I n t e r n a l  Rate o f  Return 
( I R R )  o f  a  p r o j e c t  as a  measure o f  i t s  va lue t o  t he  coun t ry  should be 
used f o r  a l l  p r o j e c t s  where poss ib le .  Where cos ts  and b e n e f i t s  cannot 
be adequately valued and measured i n  monetary terms, t h e  c a l c u l a t i o n  o f  
an IRR w i l l  be impract icab le .  I n  such cases, a  demand and l e a s t - c o s t  
ana l ys i s  should be subs t i tu ted ,  us ing t he  perspec t i ve  and da ta  t h a t  
would have been used i n  an IRR ca l cu l a t i on ,  i .e., a l l  soc i a l  cos ts  and 
b e n e f i t s .  See Appendix E, "Economic Analys is  o f  P ro jec ts , "  f o r  a  more 
complete d i  scussi  on o f  techniques and procedures. 

5. Soci a1 Soundness Anal v s i  s  

The ob jec t i ves  o f  soc i a l  soundness ana l ys i s  are t h r e e f o l d :  (i) t o  
he lp  shape p r o j e c t  design elements as they advance through var ious  
dec i s i on  stages du r i ng  p r o j e c t  development (i i )  t o  s t rengthen o ther  
analyses (e.g., t echn i ca l  ana lys is) ,  and ( i i i )  t o  con f i rm  the  
soc io - cu l t u ra l  f e a s i b i l i t y  o f  t h e  o v e r a l l  a c t i v i t y  as i t  en te rs  i t s  
f i n a l  proposal form. The scope o f  soc i a l  soundness analyses w i l l  va ry  
cons iderab ly  dependiug on t h e  scope o f  t he  p r o j e c t ,  t he  types o f  
development a c t i v i t y  planned, t h e  c h a r a c t e r i s t i c s  o f  p a r t i c i p a n t  and 
b e n e f i c i a r y  popula t ions,  and the  soc i  a1 issues germane t o  p r o j e c t  
success. The f o l l o w i n g  s i x  aspects would normal ly  be addressed as p a r t  
o f  t he  soc ia l  ana lys is  and summarized i n  t he  p r o j e c t  paper: 



a. Soci o-Cul t u r a l  Context: The soc io -cu l  t u r a l  con tex t  o f  t he  
p r o j e c t  area should be examined i n  r e l a t i o n  t o  t h e  wider soc i a l ,  
economic and po l  i t i c a l  environment, focus ing on t h e  s i g n i f i c a n t  fea tu res  
o f  t h e  soc ia l  landscape which r e l a t e  t o  and demonstrate t h e  need f o r  the  
proposed p r o j e c t .  I n  most cases t h e  assessment and d iscuss ion  t he reo f  
w i l l  be more comprehensive and d e t a i l e d  than was poss ib le  a t  t h e  P I D  
stage, s ince  t h e  p r o j e c t  design group can incorpora te  know1 edge generated 
dur ing  t h e  p r o j e c t  development process. 

b. Bene f i c i a r i es :  The ana lys is  should d e f i n e  t h e  d i r e c t  and 
i n d i r e c t  b e n e f i c i a r i e s  o f  p r o j e c t  a c t i v i t i e s  as p r e c i s e l y  as poss ib le ,  
showing how t h e  l o c a l  men's and women's needs f o r  planned a c t i v i t i e s  
have been determined, and show how p r o j e c t  resources and a c t i v i t i e s  w i l l  
l ead  t o  bene f i t s .  Th is  w i l l  e n t a i l  a  summary d e s c r i p t i o n  o f  t h e  
p a r t i c i p a t o r  p r o f i l e  out1 i n i n g  bas ic  c h a r a c t e r i s t i c s  (e.g., education, 
ownership o f  1  and, surp lus 1  abor, po l  i t i c a l  a l l eg iance)  necessary f o r  
person o r  household t o  b e n e f i t  from t h e  p r o j e c t .  In t ra-household  
b e n e f i t  d i s t r i b u t i o n  must a lso  be addressed. I f  some ca tegor ies  o f  
people o r  groups are l i k e l y  t o  be adversely a f f ec ted  by p r o j e c t  
a c t i v i t i e s  the re  must be a  d iscuss ion o f  m i t i g a t i n g  o r  compensatory 
ac t i ons  p l  anned. The ana lys is  should b r i e f l y  address host  coun t ry  
commitment t o  t he  p r o j e c t  and i d e n t i f y  f rom the  soc ia l  pe rspec t i ve  any 
p o l i c i e s  o r  p rac t i ces  which may i n t e r f e r e  w i t h  t he  equ i t ab l e  
d i s t r i b u t i o n  o f  bene f i t s .  Th is  w i l l  r e q u i r e  a  d iscuss ion o f  l o c a l  
pa t t e rns  o f  s t r a t i f i c a t i o n  and t he  i n s t i t u t i o n a l  channel s  through which 
b e n e f i t s  w i l l  a c t u a l l y  f i l t e r  t o  planned b e n e f i c i a r i e s .  
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c. P a r t i c i u a t i o n :  A  soc ia l  soundness ana lys is  must rev iew t he  
ex ten t  t o  which b e n e f i c i a r y  p a r t i c i p a t i o n  has been achieved du r i ng  
p r o j e c t  development. Also, t h e  oppo r t un i t i e s  f o r  and means by which 
b e n e f i c i a r y  p a r t i c i p a t i o n  ahs been b u i l t  i n t o  p r o j e c t  implementation and 
eva lua t ion  p lans must be addressed. Th is  may i nc l ude  a  d iscuss ion  o f  
c o l l  abora t ion  achieved w i t h  var ious host  coun t ry  e n t i  t i e s  du r i ng  p r o j e c t  
development and c o l l  abora t i ve  procedures b u i l t  i n t o  t he  implementat ion 
plan; a  rev iew o f  oppo r t un i t i e s  f o r  l o c a l - l e v e l  dec i s i on  making; and an 
mo t i va t i on  among l o c a l  men and women and o ther  p a r t i c i p a n t s  such as host 
count ry  personnel . P a r t i c i p a t i o n  should assess t h e  ex ten t  t o  which the  
concept and goals  o f  t h e  p r o j e c t  have been understood and accepted by 
those who w i l l  p a r t i c i p a t e ,  and show how l o c a l  groups, i n s t i t u t i o n s ,  
community leaders ,  etc. ,  w i l l  he1 p  and/or gu ide implementation o f  t he  
p r o j e c t  . 
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d. Socio-Cul t u r a l  Feasi b i l  i t y :  The ana lys is  should i d e n t i f y  and 
rev iew implementat ion obstacles t h a t  may a r i s e  from i n t r a - f a m i l y ,  l o c a l  
and na t i ona l  -1 eve1 socio-economic forces t h a t  i n f l  uence dec i  sion-maki ng 
processes o f  p a r t i c i p a n t s  and b e n e f i c i a r i e s .  Th is  w i l l  e n t a i l  an 

E f f e c t i v e  Date 

Sept. 30, 1982 



assessment o f  t h e  s u i t a b i l i t y  o f  proposed i n t e r ven t i ons  g iven  t h e  
adm in i s t r a t i ve ,  o rgan iza t iona l ,  techno log ica l ,  economic and i deo log i ca l  
con tex t  o f  t he  bene f i c i a r y  popula t ion.  It i s  impor tant  t o  g i v e  
p a r t i c u l a r  a t t e n t i o n  t o  t h e  adm in i s t r a t i ve  environment w i t h i n  which the  
p r o j e c t  w i l l  take place, because t he  a t t i t udes ,  ob jec t i ves  and 
capac i t i e s  o f  personnel w i t h i n  implementat i o n  agencies can be as c r u c i  a1 
t o  p r o j e c t  success as any aspect o f  t he  b e n e f i c i a r y  popu la t ion .  
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e. I m ~ a c t :  P ro j ec t  impact should be addressed from several  
perspect ives,  i n c l u d i n g  t h e  p robab i l  i t y  t h a t  t h e  p r o j e c t  w i l l  achieve 
some spread e f f e c t  and/or t h a t  p r o j e c t  a c t i v i t i e s  w i  11 be su i  tab1 e f o r  
rep1 i c a t i o n ;  t h a t  p r o j e c t  a c t i v i t i e s  and b e n e f i t s  can be expected t o  
cont inue beyond t he  l i f e  o f  t he  p ro j ec t ;  and t he  p r o b a b i l i t y  t h a t  t he re  
w i l l  be an equ i t ab l e  d i s t r i b u t i o n  o f  b e n e f i t s  among a l l  a f f e c t e d  groups, 
i nc l ud ing  women. Since i t  w i l l  seldom be poss ib l e  t o  guarantee intended 
impact, t h e  ana l ys i s  should i d e n t i f y  any s i g n i f i c a n t  r i s k s  o r  untested 
assun~ptions i n  t h e  p r o j e c t  s t ra tegy .  

f. Issues: The ana lys is  should address soc ia l  issues which have 
a p a r t i c u l a r  bear ing on t he  success o f  t he  p r o j e c t .  Such issues may 
i nc l ude  t o p i c a l  areas o f  spec ia l  concern t o  AID (e.g., r a p i d  popu la t ion  
growth, energy, employment) , o r  issues r a i  sed du r i ng  p r o j e c t  development 
which w i l l  r e q u i r e  spec ia l  a t t e n t i o n  du r i ng  implementation. Th is  may 
r e s u l t  i n  t h e  i d e n t i f i c a t i o n  o f  o t he r  types o f  i n fo rmat ion  t o  be 
gathered du r i ng  i n i  t i  a1 implementat ion phases; a  rev iew o f  t he  p r o j e c t  
mon i to r ing  and feedback systems r e  t h e i r  capac i t y  t o  i d e n t i f y  problems 
o f  a  s o c i o - c u l t u r a l  nature;  cons idera t ion  o f  i n t r a - f a m i l y  o r  l o c a l  l e v e l  
decis ion-making and resources d i s t r i b u t i o n  mechanisms; an assessment o f  
t he  capac i t y  o f  p r o j e c t  p a r t i c i p a n t s  t o  deal w i t h  soc io -cu l  t u r a l  
implementat ion problems on a systemat ic and t i m e l y  bas is .  It may a l so  
be necessary f o r  t he  soc ia l  ana l ys i s  t o  rev iew assumptions about 
expected b e n e f i c i a r y  behavior and i n s t i t u t i o n a l  capabi l  i t y  contained i n  
t he  p r o j e c t  Log ica l  Framework, as w e l l  as s i m i l a r  assumptions i n  t he  
economic, f i n a n c i a l ,  i n s t i t u t i o n a l  and techn ica l  analyses. 
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I n  sum, t he  foregoing t o p i c a l  areas a re  meant t o  serve as a  guide t o  
performing a r e l evan t ,  p r o j e c t - s p e c i f i c  soc i a l  ana lys is .  Such should 
take i n t o  f u l l  accocnt t he  s p e c i f i c  c h a r a c t e r i s t i c s  o f  the  proposed 
under tak ing and g i v e  cons iderab le  thought t o  s o c i o - c u l t u r a l  problems 
which may a r i s e  du r i ng  p r o j e c t  implementat ion.  Depending on t h e  
p a r t i c u l a r  p r o j e c t  and the  adequacy o f  sources o f  in format ion,  some 
areas may be t r e a t e d  more completely than others .  The ana lys is  (and the  
summary t he reo f  i n  t h e  P ro j ec t  Paper) should avo id  t he  development and 
p resen ta t ion  o f  unnecessary background o r  ethnographic d e t a i  1  . I t  would 
never the less be appropr ia te  t o  cross- re ference o the r  documents o r  
supplemental analyses where these p rov ide  g rea te r  d e t a i  1  on p a r t  i cu l  a r  
i ssues. 

Fur ther  i n f o rma t i on  on t he  soc ia l  soundness ana l ys i s  appears i n  
Appendix 3F. 

E f f e c t i v e  Date 
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6. Adm in i s t r a t i ve  Analvs is  

a. The purpose o f  the  Adm in i s t r a t i ve  Analys is  i s  t o  determine 
whether t h e  best  a1 t e r n a t i v e s  f o r  ass ign ing implementation f unc t i ons  t o  
B/G agencies and AID, respec t i ve ly ,  have been i d e n t i f i e d .  The 
i n d i v i d u a l  f unc t i ons  and tasks which need t o  be considered i n  t h e  
Adm in i s t r a t i ve  Ana lys is  a re  discussed i n  Chapter 8. That chapter  a1 so 
con ta ins  a  d e s c r i p t i o n  o f  e x i s t i n g  AID po l  i c y  and o f  a l t e r n a t i v e  
arrangements f o r  s p e c i f i c  implementation tasks.  Chapter 8 t h e r e f o r e  can 
serve as a  s t a r t i n g  p o i n t  f o r  fo rmu la t ing  t h e  implementat ion p l an  and 
f o r  t h e  ana lys is  o f  i t s  components. 3 

Page No. 

3 - 26 

b. There i s  no u n i v e r s a l l y  agreed upon "methodology" f o r  
under tak ing an Adm in i s t r a t i ve  Analys is  i n  t h e  same sense as t h e r e  a re  
s p e c i f i c  approaches f o r  f i n a n c i a l  and economic analyses. The p re fe r red  
"method" as f a r  as AID i s  concerned i s  nonetheless, a  systemat ic and 
d e t a i  1  ed examination o f  t h e  1  i ke l  i hood t h a t  B/G agencies, o t he r  
p a r t i c i p a n t s  and AID can meet the  r e s p o n s i b i l i t i e s  t o  be assignsd t o  
them. A  p recond i t i on  f o r  complet ing such an examination i s ,  o f  course, 
t h e  a v a i l  ab i  1  i t y  o f  use fu l  i n fo rmat ion  on t h e  management, s t a f f i n g ,  
( i n c l u d i n g  t he  a v a i l  a b i l  i t y  o f  candidates f o r  t r a i n i n g ) ,  o rgan iza t iona l  
experience, e t c .  o f  t h e  intended p a r t i c i p a n t s .  A  de l  i bera te  e f f o r t  must 
t h e r e f o r e  be made t o  o b t a i n  such i n f o rma t i on  i f  i t  i s  no t  a v a i l a b l e  as a  
r e s u l t  o f  prev ious experiences w i t h  AID o r  o the r  donors. Consul t a t i o n  
w i t h  Borrow/Grantee personnel which take p lace du r i ng  p r o j e c t  
development can p rov ide  use fu l  i n s i g h t s  i n t o  t he  operat ions o f  an agency 
and t h e  c a p a b i l i t i e s  o f  i t s  management and s t a f f .  The capac i t i e s  o f  

3 
AID'S f i e l d  s t a f f  and, t o  t he  ex ten t  such a re  t o  be invo lved,  AID/\ 
o f f i ces  must a lso  be assessed t o  ensure t h a t  AID can meet 
r e s p o n s i b i l i t i e s  envis ioned. I n  making such assessments, l i m i t a t i o n s  as 
t o  s ize,  capac i ty ,  composi t ion o f  and tu rnover  o f  AID s t a f f  must be 
taken i n t o  account. 
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c. I f  t he  ana lys is  concludes t h a t  e i t h e r  t he  Borrower/Grantee 
agencies o r  AID w i l l  need ou ts ide  ass is tance i s  meeting t h e i r  respec t i ve  
r e s p o n s i b i l i t i e s ,  t he  na tu re  and ex ten t  o f  such ass is tance must be 
s p e c i f i e d  and b u i l t  i n t o  t he  p ro j ec t ,  e.g., as an add i t i ona l  p r o j e c t  
element o r  w i t h i n  the  scope o f  adv isory  se rv ices  a l ready planned f o r .  
I n  any event, t he  cos t  o f  such add i t i ona l  se rv ices  must be r e f l e c t e d  i n  
t h e  f i nanc ing  p lan.  See Appendix 36 f o r  a d d i t i o n a l  i n f o rma t i on  on 
a d m i n i s t r a t i v e  analyses. 
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7 .  Enersv Consumption and Product ion i n  P ro j ec t s  

V i r t u a l l y  a l l  p r o j e c t s  consume energy i n  some say; some p r o j e c t s  
a1 so make energy a v a i l  ab le  i n  l a r g e r  q u a n t i t i e s  o r  i n  more use fu l  
forms. The energy used and/or t ransformed by p r o j e c t s  invo lves  two 
major resources: human energy and phys ica l  energy. The phys ica l  energy 



resources used by p ro j ec t s  can be f u r t h e r  subdivided: (1) non-renewabl e 
resources, such as o i l ,  coal  and na tu ra l  gas. When these resources are 
used a f i n i t e  s tock  i s  depleted; t he re  are l i m i t s  t o  the  amount o f  a l l  
resources which are termed non-renewable; ( 2 )  renewable resources, such 
as t he  sun, wind and the  power inheren t  i n  moving water. These 
resources can be harnessed and used w i thou t  dep le t i ng  them. Both 
renewable and non-renewabl e energy resources can be employed t o  product 
secondary forms o f  energy, such as e l e c t r i c i t y .  When p r o j e c t s  employ 
energy resources t o  produce secondary forms o f  energy, i t  may be f o r  a 
s p e c i f i c  reason, e.g., t o  1 i f t  water so t h a t  farmers can i r r i g a t e  t h e i r  
crops, o r  i t  may be f o r  more general reason, i .e., t o  promote general 
economic development i n  market towns by making e l e c t r i c i t y  avai 1 abl e f o r  
i n d u s t r i a l  and o the r  commercial uses and consumer app l i ca t i ons  t h a t  
c o n t r i b u t e  t o  p r o d u c t i v i t y  increases and/or b e t t e r  standards o f  1 i v i  ng. 
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It i s  impor tant  f o r  p r o j e c t  designers t o  understand t h e  ways i n  which 
energy i s  used and/or transformed i n  p ro j ec t s ,  t he  e f f i c i e n c y  w i t h  which 
a l t e r n a t i v e  approaches t o  implementing a p r o j e c t  use o r  c rea te  energy 
and t h e  long- run  and shor t - term cos t  implementations o f  p r o j e c t  choices 
concerning t he  use o f  renewable and non-renewable energy sources and t he  
processes used t o  product secondary forms o f  energy. AID p o l i c y  
requ i res  t h a t  a1 1 p ro jec ts ,  whether they a re  designed w i t h  t he  e x p l i c i t  
i n t e n t  o f  us ing and/or t ransforming energy o r  whether they s imply 
consume energy i n  the  course o f  o ther  e f f o r t s ,  be examined t o  determine 
whether t h e  proposed approaches t o  energy consumption and/or product ion 
are i n h e r e n t l y  e f f i c i e n t  and cos t  e f f e c t i v e  ( i n  t he  long-run as we l l  as 
i n  t he  shor t - term) .  Also, i n  s i t u a t i o n s  where choices can be made, AID 
p r o j e c t s  should conserve those phys ica l  energy resources which are 
considered scarce from the  p o i n t  o f  view o f  a developing country,  and 
g l o b a l l y ,  by e l e c t i n g  t o  harness such renewable energy sources as t h e  
sun r a t h e r  than dep le t i ng  a count ry 's  s tock o f  non-renewable resources 
o r  r e q u i r i n g  t h e  count ry  t o  impor t  such resources i n  o rder  t o  undertake 
and ma in ta in  p r o j e c t s  and programs. Appendix 0 t o  t h i s  chapter provides 
add i t i ona l  guidance concerning t h e  procedures t o  be used i n  assessing 
t h e  appropriateness, e f f i c i e n c y  and cos t  imp1 i c a t i o n s  o f  p r o j e c t  choices 
concerning t h e  product ion o f  energy use. 

lu 8. Environmental Considerat ions 

As covered i n  Chapter 2 and Appendix 2D, every proposed a c t i v i t y  
needs t o  be looked a t  w i t h  respect  t o  i t s  impact on t h e  environment. I f  
an Environmental Assessment o r  an Environmental Impact Statement was 
requ i r ed  as p a r t  o f  t h e  e a r l i e r  (PID) rev iew process, then p r o j e c t  
designers w i l l  have t o  organize t h e i r  development work t o  accommodate 
t h e  requirements o f  such i nves t i ga t i ons .  Appendix 2D and t he  e a r l i e r  
AID dec is ions  w i t h  respect  t h e r e t o  w i l l  p rov ide  t he  guidance needed t o  
undertake t h i s  investigative/analytical work. L i k e  o the r  analyses, such 
w i l l  have t o  reach a requ i red  s t a t e  o f  conc lus ion p r i o r  t o  p r o j e c t  
approval o r  obl  i ga t  i on. 
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9. Gender Considerat ions 

P ro jec t  ana lys is  documentation should inc lude  t he  f o l l o w i n g  : 
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(a) d iscuss ion o f  t he  ex ten t  t o  which sex-disaggregated data i s  
ava i l ab le  i n  a l l  references t o  p a r t i c i p a n t s  and bene f i c i a r i es  i n  the  PP; 
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(b) d iscuss ion o f  cons t ra i n t s  t o  women's p a r t i c i p a t i o n  and 
oppo r tun i t i es  f o r  enhancing women's p a r t i c i p a t i o n ;  
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(c) i d e n t i f i c a t i o n  o f  s t r a teg ies  t o  overcome these cons t ra i n t s  o r  
t o  make use o f  these oppor tun i t ies  and benchmarks against  which t o  
measure progress. 

However, when gender d i  saggregated data and benchmarks a re  no t  avai  1  able 
a t  p r o j e c t  design stage, a c t i v i t i e s  are requ i red  t o  be inc luded i n  t he  
p r o j e c t  t o  ensure subsequent analys is  as t o  what t he  obstacles are and 
how these obstacles are and how these obstac les are t o  be surmounted 
dur ing  t he  l i f e  o f  t h e  p ro jec t .  

10. Analyses f o r  Special P ro jec ts  

I n  a d d i t i o n  t o  t he  fo rgo ing  guidance, some s p e c i f i c  p r o j e c t s  o r  
funding modes may d i c t a t e  t h a t  more emphasis be g iven t o  c e r t a i n  f ac to r s  
o r  t h a t  spec ia l  analyses be undertaken. One such requirement (Sect ion 
611(b) o f  t he  Foreign Assistance Act )  spec i f i es  t h a t :  

"Plans requ i red  under subsection (a) f o r  any water o r  r e l a t e d  land 
resource cons t ruc t ion  p r o j e c t  o r  program s h a l l  i nc lude  a  
computation o f  bene f i t s  and cos ts  made i n s o f a r  as p rac t i cab le  i n  
accordance w i t h  t he  procedures se t  f o r t h  i n  t he  'P r i nc i p l es  and 
Standards f o r  Planning Water and Related Resources', dated 
October 25, 1973." 

Guidance f o r  performing such analyses may be obtained from the  AID/W, 
O f f i c e  o f  Engineering. Designers are encouraged t o  con tac t  t h e i r  
Geographic Bureau, appropr ia te  S&T o f f i c e  o r  PPC f o r  assistance w i t h  
o ther  spec ia l  analyses. 

3D. P ro jec t  Devel o ~ m e n t  Procedures 

1. General 

a. P ro jec t  design and a n a l y t i c a l  tasks reviewed i n  the  proceeding 
paragraphs show t h a t  p r o j e c t  development i s  a  complex undertaking i n  a  
number o f  separate bu t  i n t e r r e l a t e d  areas. It i s ,  therefore,  use fu l  t o  



view p r o j e c t  development as a  process which i n  i t s e l f  requ i res  planning 
so t h a t  d i f f e r e n t  tasks may be scheduled i n  proper sequence and the  
necessary expe r t i se  marshal led i n  t ime. G iv ing  some thought t o  t he  
nature and t im ing  o f  ac t ions  necessary t o  complete t he  p r o j e c t  design 
w i l l  he lp  minimize delays and f r u s t r a t i o n s  t h a t  are created when 
c r i t i c a l  s tud ies  o r  analyses are found, a f t e r  months o f  work, t o  l a c k  
essen t ia l  data, p rec ise  cos t  estimates, documented ana lys i  s  o f  
a1 t e rna t i ves  o r  o ther  in format ion.  (Such shortcomings o f t e n  then have 
t o  be overcome by i n i t i a t i n g  o ther  analyses o r  s tud ies. )  It i s  thus 
adv isable t o  begin t h e  p r o j e c t  development process w i t h  t h e  fo rmu la t ion  
o f  a  p lan  which d e t a i l s  t h e  tasks t o  be accomplished and shows which 
p a r t i e s  (AID, B/G, consul tants,  etc.) w i l l  do what, i n  what sequence and 
by what t ime. (See a l so  paragraph 6 below.) The t ime and e f f o r t  spent 
on such p lanning w i l l  u sua l l y  be more than o f f s e t  by avoidance of f a l s e  
s t a r t s  and r e p e t i t i v e  act ions.  The f o l l ow ing  subparagraphs d iscuss some 
t y p i c a l  tasks which should be inc luded i n  p lanning f o r  p r o j e c t  
devel opment . 
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b. B/G and AID F i e l d  personnel should perform as many p r o j e c t  
development tasks as the  s i z e  and composit ion o f  ava i l ab le  s t a f f s  
permi t .  I f ,  however, f i e l d  s t a f f s  are inadequate i n  number o r  shor t  on 
re l evan t  p r o j e c t  development o r  imp1 ementation experience, t he  Miss ion 
should seek assistance from AID/W and/or ex te rna l  consul tants .  On t he  
AID side, i t  i s  normal ly t h e  r e s p o n s i b i l i t y  o f  f i e l d  s t a f f ,  however, t o  
schedule and coord inate p r o j e c t  development tasks, no mat te r  who 
performs them. I n  doing so, t he  i n t e r r e l a t i o n s h i p  between d i f f e r e n t  
tasks, which i s  repeatedly  po in ted  ou t  i n  t he  f o l l o w i n g  discussion, must 
be considered. P ro jec t  development, therefore,  r equ i res  a  team e f f o r t  
and must be organized w i t h  t h a t  concept i n  mind. 

c .  I n  Missions w i t h  s u f f i c i e n t  s t a f f  t o  make t h i s  possible,  t he  
c o n s t i t u t i o n  o f  a  Pro jec t  (Design) Committee u s u a l l y  i s  t h e  best  
mechanism f o r  t h e  coord ina t ion  o f  p r o j e c t  devel opment tasks. The 
Committee shoul d  i n c l  ude personnel represen t i  ng a1 1  types o f  exper t  i se 
requ i red  dur ing  p r o j e c t  development. Depending on t he  nature of t he  
p ro jec t ,  i t  could inc lude  s t a f f  members o f  t h e  Program O f f i ce ,  Technical 
O f f i ce ,  Engineering O f f i c e  and t he  Con t ro l l e r .  Such P ro jec t  Committees 
a1 so normal l y  i n c l  cde a  Cap i ta l  Devel opment O f f i c e r ,  
Admin is t ra t ive/Contract  O f f i c e r ,  Procurement Spec ia l i s t ,  and t h e  Legal 
Advisor. To make Committee coord ina t ion  and operat ions more e f f i c i e n t ,  
an i n d i v i d u a l  i s  designated as t h e  responsib le  P ro jec t  O f f i c e r ;  he/she 
acts  as Chairperson o f  t h e  P ro jec t  Committee. Even i f  c e r t a i n  p r o j e c t  
development tasks a re  assigned t o  AID/\ personnel o r  consul tants ,  t he  
P ro jec t  Committee i s  a  very  use fu l  dev ice f o r  p rov id i ng  con t inu ing  
support  t o  t h e  P ro jec t  O f f i c e r  r e  schedul ing and coord ina t ing  t h e  
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o v e r a l l  e f f o r t .  Committee exper t i se  i s  a1 so he1 p f u l  and o f t e n  essent i  a1 
f o r  l o c a t i n g  ou ts ide  consul tants  and i n  b r i n g i n g  Mission expe r t i se  t o  
bear on design dec is ions t h a t  must be made throughout t he  p r o j e c t  
development process, especial  l y  regard ing t he  development o f  an 
implementation p lan.  (See a lso  paragraphs B5c and B5d o f  Chapter 8, 
where t he  r o l e s  o f  t h e  P ro jec t  O f f i c e r  and P ro jec t  Committee dur ing  
imp1 ementat i o n  are discussed. ) 

2 .  Pata Co l l  e c t  i on and Anal v s i  s 
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a. The f i r s t  s tep  i n  data c o l l e c t i o n  and ana lys is  should be t o  
examine what k i nd  o f  in fo rmat ion  wi 11 be needed and i n  what degree o f  
d e t a i l .  The i n i t i a l  r e s u l t  o f  t h a t  examination may have t o  be modi f ied 
a t  l a t e r  stages i n  t h e  process and some l a t i t u d e  may be g iven  t o  t he  
d i s c r e t i o n  o f  those c o l l e c t i n g  t he  data. I n  any event, a dec i s i on  must 
be made from the  ou tse t  on t he  type o f  in fo rmat ion  needed not  on l y  f o r  
t he  purpose o f  des ign ing the  p r o j e c t  bu t  a l so  f o r  eva lua t ing  t h e  p r o j e c t  
dur ing  o r  a f t e r  i t s  implementation ("base1 i n e  data") .  

b. I f  the  expe r t i se  needed f o r  t he  ana lys is  o f  data requirements 
i s  no t  ava i l ab le  i n  t h e  f i e l d ,  assistance should be sought f rom AID/W o r  
through con t rac ts  w i t h  ou ts ide  consul tants .  The scope o f  work under 
which a member o f  t he  f i e l d  s t a f f ,  an AID/W o f f i c e r  o r  an ou ts ide  expert  
would operate should be based on in fo rmat ion  needed beyond t h a t  
generated o r  c o l l e c t e d  as p a r t  o f  PID the  preparat ion.  Such scopes o f  
work should be as s p e c i f i c  as poss ib le  regard ing in fo rmat ion  ob jec t i ves ,  
da ta  co l  1 ec t  i on techniques, assessment needs, t i m i n g  and coord ina t ion  

3 
w i t h  o ther  personnel. Preparing scopes o f  work f o r  f i e l d  s t a f f  i s  
1 i kewi se advisable t o  ensure there  i s  agreement on t h e  work t o  be done 
and t h a t  t he  combination o f  e f f o r t s  w i l l  meet a l l  data c o l l e c t i o n  and 
assessment requirements. 

E f f e c t i v e  Date 

Sept. 30, 1982 

c. I f  a "Feasi b i l  i t y  Study" has been undertaken o r  i s  i n  
progress, t he  scope o f  work under which t h a t  study has been o r  i s  being 
performed o f t e n  inc ludes t h e  c o l l e c t i o n  o f  t h e  data necessary f o r  
appra isa l  o f  a p ro j ec t .  Th is  w i l l  normal ly be t h e  case f o r  c a p i t a l  
p r o j e c t s  which are usua l l y  we l l  def ined from the  outset .  Such s tud ies 
should be checked, however, t o  ensure t h a t  a l l  i n fo rmat ion  needs and 
aspects t o  be considered by AID are covered. (Environmental mat ters  and 
soc ia l  quest ions are t o p i c s  most o f t en  r e q u i r i n g  supplemental s tud ies. )  

3 
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d. The tasks o f  c o l l e c t i n g  and analyz ing data can o f t e n  be 
performed under t he  same scope o f  work. Whether done t h i s  way o r  by 
having t o  spec i f y  w i t h  p rec i s i on  what c o l l e c t i o n  methods and types o f  
analyses are t o  be c a r r i e d  out.  Coordinat ing t he  two i s  essen t ia l  



because d i f f e r e n t  experts may have d i f f e r e n t  views as t o  t h e  ob jec t i ves  
and methodologies involved. Scopes o f  work must be p rec ise  i n  d e f i n i n g  
t he  purpose f o r  which analyses are t o  be used, i .e . ,  t he  k i nd  o f  design 
dec is ions which are t o  be based on conclusions reached by the analysts .  
The a n a l y t i c a l  work w i l l  be determined t o  a  l a r g e  ex ten t  by t he  
quest ions asked i n  t h e  scope o f  work f o r  t he  study; a  study t o  answer, 
i n t e r  a1 i a ,  the  quest ion whether a  c r e d i t  element i s  needed i n  an 
a g r i c u l t u r a l  product ion p r o j e c t  w i l l  d i f f e r  i n  content  from one which i s  
t o  spec i f y  a t  which p a r t i c u l a r  l oca t i ons  c r e d i t  o f f i c e s  should be 
opened, o r  how a  new c r e d i t  i n s t i t u t i o n  should be s ta f f ed .  I n  t he  
l a t t e r  two cased, the  f i r s t  quest ion ( i s  a  new i n s t i t u t i o n  needed?) i s  
imp1 i c i t l y  a l ready answered and may t he re fo re  n o t  be examined i n  the  
study. Any o f  these formulat ions may be t he  c o r r e c t  one i n  t he  
p a r t i c u l a r  case; t he  p o i n t  i s  t o  be sure about what i s  known on the  
bas is  o f  a l ready ava i l ab le  in fo rmat ion  and t o  make sure t h a t  t he  study 
prov ides in fo rmat ion  on questions which a f f e c t  t he  p r o j e c t  design. (See 
PPC/E Handbook, "Manager's Guide f o r  Date Co l l  e c t i o n  and Analysis,  " f o r  
f u r t h e r  in fo rmat ion  on da ta  c o l l e c t i o n . )  

A I D  HANDBOOK 3  

3. Other Desisn Tasks 

Other design tasks discussed i n  paragraph B. 1 ., above, can be 
performed i n  a  number o f  ways. Design teams made up o f  Borrower/Grantee 
o f f i c i a l s ,  Mission s t a f f ,  AID/W personnel o r  combinations t he reo f  can be 
charged w i t h  t he  d e f i n i t i o n  o f  p r o j e c t  ob jec t i ves ,  design o f  t he  p r o j e c t  
elements, p repara t ion  o f  cos t  est imates and f i n a n c i a l  p lans and 
dec is ions on o ther  aspects o f  t he  p r o j e c t  design. The same persons who 
perform da ta  c o l l e c t i o n  o r  ana lys is  a c t i v i t i e s  might be ab le  t o  a s s i s t  
w i t h  these tasks. I n  making the  arrangements f o r  such tasks, however, 
i t  i s  impor tant  t h a t  Borrower/Grantee and Mission s t a f f  p a r t i c i p a t e ,  a t  
a  minimum, i n  substant ive design discussions and dec is ions.  Otherwise, 
the  Borrower/Grantee and Mission could be pu t  i n  the  p o s i t i o n  o f  being 
responsib le  f o r  the  approval and implementation o f  a  p r o j e c t  whose 
design they on ly  s u p e r f i c i  a1 l y  understand. 
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4. Coord inat ion w i t h  the  B/G 

One aspect o f  p r o j e c t  development i n  which the  Mission s t a f f  must 
p a r t i c i p a t e  i s  t he  coord ina t ion  o f  p r o j e c t  design w i t h  the  B/G. Mission 
s t a f f  must be a c t i v e l y  invo lved i n  pe r i od i c  reviews and consu l ta t ions  
because nego t i a t i on  o f  a  P ro jec t  Agreement must be conducted against  the 
background o f  e a r l i e r  consul ta t ions.  The Mission must be a l e r t  t o  
personal a t t i t u d e s  and poss ib le  reservat ions o f  the  B/G (e.g., as t o  
method01 ogy, commitment) which become apparent du r i ng  consul t a t  ions a t  
advancing stages o f  t he  p r o j e c t  design. Th is  i s  espec ia l l y  impor tant  
regard ing cond i t ions  and covenants which might have t o  be inc luded i n  

E f f e c t i v e  Date 

Sept. 30, 1982 
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t he  P ro jec t  Agreement. I f  there  are ser ious ob jec t ions  on t he  p a r t  o f  
the  B/G, such issues should be d e a l t  w i t h  through mod i f i ca t i ons  o f  the  
evo lv ing  design o r ,  i f  such d e t a i l  s  cannot be s a t i s f a c t o r i l y  resolved, 
suspension o f  t he  design e f f o r t .  Serious design issues o r  d i f f e rences  
o f  op in ion  between A I D  and t he  B/G, e.g., on p r o j e c t  methods, must be 
e l  iminated dur ing  p r o j e c t  development i f  implementation d i f f i c u l t i e s  are 
t o  be avoided. 

5. Coord inat ion w i t h  Co-f inancina I n s t i t u t i o n s  
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I f  a p r o j e c t  i s  be f inanced i n  p a r t  by another donor o r  f i nanc ing  
i n s t i t u t i o n ,  coord ina t ion  w i t h  such e n t i t i e s  must begin as soon as 
co- f inanc ing  possi  b i l  i t i e s  have been accepted i n  p r i n c i p l e  by a1 1 
p a r t i e s  involved. Decis ions about p r o j e c t  d e t a i l s  and donor 
arrangements may a f f e c t  t h e  design o f  p r o j e c t  elements; such w i l l  almost 
always a f f e c t  the  f inanc ing  p lan and may impact on the  procurement and 
implementation plans. In ter -donor  c o l l  aborat ion and, coord ina t ion  
should, therefore,  begin as e a r l y  as poss ib le  dur ing  p r o j e c t  
development. The nature and extent  o f  co l  l abo ra t i on  w i t h  o ther  dollor: 
w i l l ,  o f  course, depend on t h e i r  own requirements, procedures and s t a f f  
a v a i l a b i l  i t i e s .  They should, however, be kept informed on mat ters  o f  
p a r t i c u l a r  i n t e r e s t  t o  them. It i s  usua l l y  best  t o  agree w i t h  them from 
t h e  ou tse t  on procedures t o  be fo l lowed and on the mat ters  which w i l l  
r e q u i r e  mutual agreement both dur ing  p r o j e c t  development and 
implementation. 

E f f e c t i v e  Date 

Sept. 30, 1982 
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6. Pro jec t  Devel o ~ m e n t  Schedul e  
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a. The m u l t i p l i c i t y  o f  design tasks t o  be accomplished, and t he  
i n t e r r e l a t i o n s h i p s  between many o f  them, makes i t  adv isable t o  cons t ruc t  
a  schedule l i s t i n g  each ac t i on  t o  be taken i n  proper sequence and 
showing t he  est imated t ime needed t o  complete i t. Scheduling tasks and 
t he  steps lead ing  t o  t h e i r  completion serves th ree  purposes: he lps 
e s t a b l i s h  a r e a l  i s t i c  est imate o f  t he  t o t a l  t ime and resources requ i red  
f o r  developing a p r o j e c t  and prepar ing a PP; provides a bas is  f o r  
updat ing those est imates as p r o j e c t  development a c t i v i t i e s  proceed; and, 
f i n a l l y ,  provides a general framework f o r  admin is ter ing ac t ions  t h a t  
must be taken so t h a t  p r o j e c t  development i s  executed e f f i c i e n t l y  and 
w i t h i n  t he  t ime des i red.  The l a t t e r  i s  e s p e c i a l l y  important when a 
p r o j e c t  i n i t i a t i o n  must be t i g h t l y  con t ro l l ed ,  e.g., f o r  weather o r  
budget reasons. 



b. A sample o f  a  p r o j e c t  development schedule i s  shown i n  
Attachment 1, immediately f o l l o w i n g  t h e  t e x t  o f  t h i s  Chapter. Not a l l  
o f  t he  steps l i s t e d  w i l l  be r e l evan t  t o  a l l  p ro j ec t s .  The purpose o f  
t he  sample schedule i s  merely t o  i l l u s t r a t e  what t ype  o f  ac t i ons  may be 
included. Any o the r  format o r  techniques which accomplishes t h e  same 
purpose would, o f  course, be s a t i s f a c t o r y .  
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3E. P ro j ec t  Presentat ion - The P ro j ec t  P a ~ e r  

1. Purpose 
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The p resen ta t ion  o f  t h e  p r o j e c t  i n  t h e  PP serves two purposes, 
i .e., t o  p rov ide  (i) the  bas is  f o r  approval o f  t h e  p r o j e c t  by t h e  
appropr ia te  AID o f f i c i a l  (see Sect ion E i n  Chapter 5 f o r  d i scuss ion  o f  
au tho r i z i ng  o f f i c i a l s ) ;  and (ii) i n  summary fashion, a  h i s t o r i c a l  record  
o f  t h e  o r i g i n a l  p r o j e c t  r a t i o n a l e ,  d e s c r i p t i o n  o f  p r o j e c t  elements, 
analyses support  t h e  proposed design and i n i t i a l  p r o j e c t  implementation 
and mon i to r ing  plans. Both o f  these purposes must be kept  i n  mind 
du r i ng  t he  p repara t ion  o f  t h e  PP. 

2. Content 

Effect ive  Date 

Sept. 30, 1982 

a. General : The content  o f  t h e  PP i s  determined by i t s  two 
purposes. It must con ta in  t he  in fo rmat ion  needed by t h e  Au thor i z ing  
O f f i c i a l  t o  make t h e  dec is ion  whether t h e  p r o j e c t  should be approved as 
presented and it must be use fu l  as a  h i s t o r i c a l  record.  In fo rmat ion  
and/or ma te r i a l s  which should normal ly  be inc luded i n  the  PP a re  shown 
i n  t he  f o l l  owing out1 i n e  and d i  scussed i n  subsequent paragraphs. 
Notwithstanding, t h e  au tho r i z i ng  o f f  i c i  a1 may approve t h e  d e l e t i o n  of 
some o f  t h e  i terns 1  i s t e d  i f  they a re  adequately documented e l  sewhere, 
(e.g., i n  a prev ious AID PP o r  another donor's p r o j e c t  document) o r  i f  
t he  p r o j e c t  i s  o f  a  smal ler  magnitude. (See d iscuss ion  o f  documentation 
requirements f o r  small va lue a c t i v i t i e s  i n  Chapter 4.) 
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b. Standard P ro j ec t  Paper Out1 ine:  The f o l l o w i n g  sequence o f  
i n f o rma t i on  should be used f o r  a l l  PPs. A b r i e f  d i scuss ion  o f  each i s  
prov ided i n  paragraph 2c below. 

(1) P ro j ec t  Data Sheet 

(2) D r a f t  P ro j ec t  Au thor i za t ion  

(3) P ro j ec t  Rat iona le  and Desc r i p t i on  



(4) Cost Estimate and F inanc ia l  Plan 

( 5 )  Imp1 ementat i on Pl an 
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(6) Moni tor ing Plan 

(7) Summaries o f  Analyses 

(8) Condit ions and Covenants 
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(9) Eva1 ua t  i o n  Arrangements 

E f f e c t i v e  Date 

June 14, 1990 

(10) Annexes, as fo l lows :  

(a) PID Approval message 

(b) Log Frame Ma t r i x  

(c)  S ta tu to r y  Check1 i s t  

(d) B/G request f o r  assistance 

(e) FAA, Sect ion 611 (e) c e r t i f i c a t i o n s ,  i f  app l i cab le  
(See Appendix 3L o r  Appendix 4B, G1) 

( f )  P ro jec t  Analyses, as fo l lows :  

( i )  Technical 

( i i )  F inanc ia l  

( i  i i ) Economic 

( i  v) Social  Soundness 

(v)  Admin is t ra t i ve  

(v i ) Environmental ( i  f appropr ia te)  

( v i  i ) Energy ( i f appropr i  a te)  

(v i i i ) Women i n Devel opment 

The foregoing Annexes are normal ly requi red.  However, i f  these are 
a l ready i n  an o f f i c i a l  form, e.g., a  consu l tan t ' s  approved environmental 
analys is ,  they could be re ta ined  separately i n  o f f i c i a l  f i l e s .  'The 
summary would, nonetheless, be requi red.  
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c.  Discussion o f  PP Sections 

Guidance on o r  references cover ing the  content o f  each o f  the  
foregoing PP sect ions are provided below. 
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(1) P ro jec t  Data Sheet 

E f f e c t i v e  Date 

Sept. 30, 1982 
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The form t o  be used and in fo rmat ion  t o  be shown thereon 
are descr ibed i n  d e t a i l  i n  Appendix 3A. 
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(2) D r a f t  P ro jec t  Au thor iza t ion  

The contents o f  t he  Pro jec t  Au thor iza t ion  a re  descr ibed 
i n  d e t a i n  i n  Chapter 5. The d r a f t  Au thor iza t ion  should be prepared by, 
o r  w i t h  t he  assistance o f ,  t h e  appropr ia te  l e g a l  adv isor  i n  the  f i e l d .  
I n  Washington, l e g a l  advice i s  provided by GC. A f t e r  approval o f  a  
p ro j ec t ,  a  copy o f  t he  signed Author iza t ion  w i l l  be subs t i t u ted  f o r  t h e  
d r a f t  before the  PP i s  p r i n ted .  

(3) Pro jec t  Rat ionale and Descr i  ~t i o n  

Under t h i s  heading are t o  be presented the  substant ive 
aspects o f  p r o j e c t  design elements discussed i n  paragraph 83. Th is  
sec t ion  should g i v e  t he  reader a  b r i e f  summary t o  understand from the  
outset  t he  type  o f  undertaking being proposed. Th is  sec t i on  should 
.i nc l  ude: 

(a) A  b r i e f  review o f  the  r a t i o n a l e  f o r  t he  p ro jec t ,  
s t a t i n g  why t he  p r o j e c t  should be undertaken and p u t t i n g  i t  i n  t h e  
con tex t  o f  AID'S country  development s t ra tegy  statement and t he  
r e c i  p i e n t  I s  own development p l  ans . 

(b) A  d iscuss ion o f  p r o j e c t  ob jec t i ves ,  c l e a r l y  
out1 i n i n g  t h e  re1 at ionships between d i f f e r e n t  1  eve1 s  o f  ob jec t i ves  
(outputs,  purpose and goal ) .  I f  not  covered i n  t h e  Log Frame annex, 
t h i s  sec t i on  should a1 so discuss those re1 a t ionsh ips .  

(c)  The Pro jec t  Elements: 

( i )  a  d e s c r i p t i o n  o f  t h e  nature and scope o f  i npu t s  
t o  be provided and ac t ions  t o  be taken; ( i i )  i d e n t i f y  p r o j e c t  u n i t s  o r  
s i t e s ;  ( i  i i ) descr ibe p r o j e c t  p a r t i c i p a n t s  and responsi b i l  i t i e s  f o r  
p r o j e c t  execut ion ( w i t h  references t o  Sect ion 5, where t he  
Implementation Plan i s  discussed i n  g rea te r  d e t a i l )  ; and ( i v )  i d e n t i f y  
p r o j e c t  b e n e f i c i a r i e s  and descr ibe how and t o  what ex ten t  they a re  t o  
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take  p a r t  i n  and b e n e f i t  from the  p ro jec t .  Th is  d iscuss ion should a lso  
make c l e a r  t he  re1 a t i  onshi p(s) between p r o j e c t  elements and t he  
ob jec t i ves  and t he  ex ten t  t o  which p a r t i c i p a n t s  and b e n e f i c i a r i e s  have 
been invo lved i n  p r o j e c t  design. 
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(4) Cost Est imate and F inanc ia l  Plan 
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Cost est imates and t he  f i n a n c i a l  p lan  should be presented 
i n  t h e  format shown i n  Appendix 38 o r  o ther  format(s) i f  more s u i t a b l e  
f o r  t he  s p e c i f i c  p ro j ec t .  A  breakdown o f  cos ts  ( inpu ts )  by Foreign 
Exchange and Local Currency and by sources ( funding o r  c o n t r i b u t i o n s  i n  
k ind)  must, however, be included. I n  add i t ion ,  t he  method used i n  
es t imat ing  p r o j e c t  costs  should be b r i e f l y  explained o r  t he  f i n a n c i a l  
ana lys is  referenced t o  permi t  an assessment by t he  reader o f  t h e i r  
re1 i a b i l  i t y  and completeness. I f  con t r i bu t i ons  from sources o ther  than 
AID and the  B/G are t o  be used i n  f i nanc ing  p a r t  o f  t he  p r o j e c t  (e.g., 
co- f inanc ing,  p r i v a t e  sector  loans o r  investments), the  proposed 
arrangements should be descr ibed and t he  s ta tus  o f  nego t ia t ions  
explained. I f  a  p r o j e c t  conta ins a  p a r t i c i p a n t  t r a i n i n g  component, t he  
cos t  est imate f o r  t h a t  component should conform t o  the  t r a i n i n g  cos t  
Analys i  s  framework. 

E f f e c t i v e  Date 

Jan. 10, 1986 

Implementation p lanning should cover the  e n t i r e  per iod  
from au tho r i za t i on  o f  the  p r o j e c t  t o  i t s  complet ion and con ta in  a  
d e s c r i p t i o n  o f  r e s p o n s i b i l i t i e s  t o  be assumed by the  B/G, t he  
Implementation Agency, AID, and any o ther  donors and/or p a r t i c i p a n t s .  
The n a r r a t i v e  should be supported by appropr ia te  annexes ( i  .e., 
schedules, bar  graphs o r  networks), i nc l ud ing  a  procurement p lan  i f  the  
p r o j e c t  w i  11 i nvo l ve  s i g n i f i c a n t  and complex procurement act ions.  

The procurement p lan  should i n d i c a t e  t he  k inds  o f  goods and serv ices t o  
be procured, t h e i r  probable sources, the  con t rac t i ng  modes and 
procedures t o  be used, general l o g i s t i c s  arrangements and t he  s p e c i f i c  
procurement and con t rac t i ng  responsi b i l  i t i e s  env is ion  f o r  the  B/G, AID 
and o ther  donors o r  pa r t i c i pan t s .  I f  a  procurement serv ices agent i s  t o  
be used and/or waivers o f  requirements and procedures contemplated, such 
should a l so  be discussed. I f  no t  a l ready secured and t o  t he  maximum 
ex ten t  p rac t i cab le ,  waiver requests should be addressed as p a r t  o f  PP 

3 
documentation and t h e i r  approval sought as p a r t  o f  t he  au tho r i za t i on  
process. (See Chapter 5.) When t r a i n i n g  i s  a  s i g n i f i c a n t  component o f  
a  b i l a t e r a l  p ro j ec t ,  t he  P ro jec t  Paper should requ i re  t he  host  country  
t o  present a  t r a i n i n g  p lan  acceptable t o  AID p r i o r  t o  expenditure o f  
i n i t i a l  funds f o r  t r a i n i n g .  This p lan  should inc lude  bu t  no t  be l i m i t e d  
t o :  



- an overview o f  overseas and in -coun t ry  t r a i n i n g  by year  f o r  the  
du ra t i on  o f  the  p ro jec t ,  

AID HANDBOOK 3 

- c r i t e r i a  f o r  p a r t i c i p a n t  se lec t ion ,  

- a de ta i l ed ,  time-phased, twelve-month implementation p l an  
i n c l u d i n g  a l i s t  o f  candidates already i d e n t i f i e d  f o r  each 
t r a i n i n g  a c t i v i t y ,  pre-departure a c t i v i t i e s ,  t e s t i n g  dates, 
remedial study requirements, r e f i n e d  budgets, etc. ,  and 
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- annual eva luat ion,  planning/implementation schedule. 

(6) Moni tor inq Plan 

E f f e c t i v e  Date 

June 14, 1990 

Arrangements f o r  moni t o r i  ng, i nc l ud ing  an assessment o f  
t he  adequacy o f  AID s t a f f  f o r  performing mon i to r ing  tasks, should be 
described. (See Chapter 11 f o r  a d iscuss ion o f  Moni tor ing. )  
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(7) Pro.iect Anal vses 

A summary o f  analyses ( i  .e., economic, f i n a n c i a l  , soc i  a1 , 
techn ica l ,  admi n i  s t r a t i v e ,  energy, environmental , women i n  development, 
and, i f  appl i cab le ,  p a r t i c i p a n t  t r a i n i n g  issues) performed dur ing  
p r o j e c t  development should be presented i n  t he  body o f  t he  PP. Gender 
cons iderat ions must be i n t e g r a l  t o  a l l  these analyses and must be 
r e f l e c t e d  as appropr ia te .  It should, however, be l i m i t e d  t o  a b r i e f  
rev iew o f  t he  analyses c a r r i e d  out, t he  methodology used and t h e  
conclusions drawn. (See Sect ion 3C above, f o r  a d iscuss ion  of Pro jec t  
Analysis.)  A more d e t a i l e d  presentat ion o f  t he  analyses should be 
inc luded i n  t he  Annex Sect ion o f  the PP. The complete t e x t  o f  an 
a n a l y t i c a l  study should be inc luded on l y  i f  such i s  essen t ia l  t o  
understanding p r o j e c t  elements and i f  i t  f i t s  w i t h  o ther  ma te r i a l s  
w i t h i n  t he  o v e r a l l  volume 1 i m i t a t i o n s  on annexes estab l  ished i n  
paragraph 3a. The a n a l y t i c a l  mate r ia l  presented i n  t he  body o f  t he  PP 
and i n  i t s  Annexes should be he ld  t o  a l e v e l  o f  d e t a i l  which permi ts  the  
reader t o  form an independent judgment on: ( i )  t he  adequacy o f  the 
analyses as a bas is  f o r  t he  conclusions reached by t h e  analyst ,  and ( i i )  
t he  v a l i d i t y  o f  the  conclusions as a bas is  f o r  p r o j e c t  design. 

(8) Condit ions and Covenants 

A l l  Condit ions and Covenants proposed f o r  i n c l u s i o n  i n  
the  Pro jec t  Agreement should be 1 i s t e d  and the  reasons f o r  t h e i r  
i nc l us i on  c i t e d .  "Essent ia l  " cond i t ions  and covenants (see paragraph 
B5c, above) should be inc luded i n  t he  D r a f t  Au thor iza t ion .  



(9) Eva1 ua t  i o n  Arranaements 

Made o r  t o  be made f o r  t he  c o l l e c t i o n  o f  base1 i n e  data 
( i f  no t  y e t  completed), f o r  fo l low-up  surveys and t he  analyses o f  such 
data preparatory  t o  o r  as p a r t  o f  poss ib le  p r o j e c t  eva luat ions should be 
described. 
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(10) Annexes 

E f f e c t i v e  Date 

Sept. 30, 1982 

Trans. Memo. No. 

3:74 

Explanat ions o f  both requ i red  and op t iona l  Annexes are 
g iven  below unless they a re  inc luded elsewhere i n  t h i s  Chapter. 

AID HANDBOOK 3 

(a) PID Approval Message - s e l f  explanatory;  

(b) Log Frame Ma t r i x  - see Appendix 2F); 

(c)  S ta tu to r y  Check l i s t  - see Appendix 3M); 

(d) B/G Request f o r  Assistance 

AID pol  i c y  requ i res  r e c e i p t  from the  B/G o f  a  request f o r  the  s p e c i f i c  
ass is tance t o  be prov ided under t he  p ro jec t .  Such request should s t a t e  
t he  amounts t o  be prov ided by AID, by t he  B/G and from any o ther  source 
o f  funds, and inc lude  a b r i e f  statement o f  the  general ob jec t i ves  o f  the  
p r o j e c t .  I t  should be signed by an o f f i c i a l  o f  t he  B/G charged w i t h  
coord ina t ion  o f  economic assistance i n  t he  country,  e.g., i n  t he  
M i n i s t r y  o f  Finance, o f  Foreign A f f a i r s  o r  governmental p lanning e n t i t y .  

d 
(e) FAA, Sect ion 611 c e r t i f i c a t i o n s  ( i f  app l i cab le )  - 

see Appendix 3L and Appendix 4BG1 

( f )  Other Annexes - 

- P ro jec t  Analyses - ( 7 ) ,  above, 

- Procurement L i s t  - see ( 5 ) ,  above, 

- Imp lementa t ionSchedu leandChar ts  - 
see ( 5 ) ,  above, 

- Other, inc lud ingmaps,  s i t e  p l a n s o r o t h e r  
in fo rmat ion  too  d e t a i l e d  t o  be inc luded i n  t he  
body o f  the  paper bu t  necessary f o r  a  complete 
understandi ng o f  t he  proposed a c t i v i t y  . 



3 E 

3. Form o f  PP 

a. Lenqth. The body o f  the  PP should gene ra l l y  n o t  exceed 50 
pages. Annexes attached t he re to  should deal w i t h  subs tan ta t i ve  matters 
(analys is ,  implementation planning, s t a t u t o r y  check1 i s t ,  e t c . )  and no t  
exceed 70 addi t i onal pages. 
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b. Orqanizat ion. Organizat ion o f  t he  PP should f o l l o w  the  
Out1 i n e  i n  paragraph E2b, above. Readers should number t he  Sect ions 
consecut ive ly  and t he  paragraphs i n  each Sect ion (e.g., 1.3, 1.1.1, 
etc.) ,  depending on t h e  i n t e r n a l  o rgan iza t ion  o f  each Sect ion. Th is  
method o f  numbering i s ,  however, no t  mandatory. 

c.  Cross-References. To minimize d u p l i c a t i o n  o f  ma te r i a l s  and 
f a c i l i t a t e  l o c a t i n g  r e l a t e d  p a r t s  o f  the  PP, i t  i s  adv isable t o  
re ference o r  cross-reference o the r  Sect ions o r  Annexes t o  t he  PP deal i n g  
w i t h  t h e  same o r  r e l a t e d  subjects .  Ma te r i a l s  t o o  voluminous t o  f i t  
w i t h i n  PP l eng th  gu ide l ines  i n  3a above may be referenced and re ta i ned  
as separate documents i n  t h e  o f f i c i a l  p r o j e c t  f i l e s  (e.g., consu l tan t ' s  
study).  

Trans. Memo. No. 
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4. Preparat ion and Submission 

E f f e c t i v e  Date 

Sept. 30, 1982 

a. R e s ~ o n s i b i l i t v  f o r  Preparat ion 

(1)  PPs f o r  b i l a t e r a l  and m u l t i l a t e r a l  p r o j e c t s  are normal ly  
prepared by the  o f f i c e  which was responsib le  f o r  the  d i r e c t i o n  o f  
p r o j e c t  development . Separate sect ions o f  the  paper, p a r t i c u l a r l y  those 
dea l ing  w i t h  p r o j e c t  analysis,  a re  f r equen t l y  prepared by those most 
f a m i l i a r  w i t h  t h e  subject  matter,  i .e., members o f  t h e  Pro jec t  
Conm~ittee, consul tants  o r  o ther  AID o r  B/G s t a f f .  It i s  advisable, 
however, t h a t  one person a c t  as e d i t o r  towards t h e  end o f  PP preparat ion 
t o  ensure t h a t  a l l  aspects are adequately covered, r e p e t i t i o n s  are 
minimized and t h a t  a l l  sect ions are cons is ten t  w i t h  each other .  

( 2 )  PPs f o r  c e n t r a l l y  funded p r o j e c t s  are normal ly prepared 
by t h e  o f f i c e  which i n i t i a t e d  o r  sponsored t he  PID and/or was 
responsib le  f o r  p r o j e c t  development. (See Chapter 4 f o r  procedures 
regard ing PVO and o the r  such p r2 jec ts . )  

b. R e s ~ o n s i b i l  i t v  f o r  Submission 

Assignment o f  r e s p o n s i b i l i t y  f o r  submission o f  PPs and 
submission procedures vary depending upon which o rgan iza t iona l  e n t i t y  
w i l l  review the  PP and which o f f i c e r  w i l l  be t he  au tho r i z i ng  o f f i c i a l .  



(1) PPs t o  be reviewed w i t h i n  a f i e l d  mission s h a l l  be 
submitted i n  accordance w i t h  mission and parent Bureau procedures. 

( 2 )  PPs t o  be reviewed by a Bureau i n  AID/W s h a l l  be 
submitted under s igna tu re  o f  t h e  Mission D i r e c t o r  or ,  as appropr ia te ,  
t h e  cognizant AID/W O f f  i c e  D i rec to r .  
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5. PP Processinq and Reviews 

E f f e c t i v e  Date 

Jan. 10, 1986 

Trans. Memo. No. 
3:74 

a. PP Processinq 

- - PPs which w i l l  be approved i n  f i e l d  missions s h a l l  be 
processed and reviewed i n  accordance w i t h  miss ion and, i f  
requi red,  cognizant Bureau procedures. 

3 
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- - PPs which w i l l  be approved by cognizant Bureau Ass is tan t  
Admini s t r a t o r  o r  t h e i r  designers s h a l l  be processed and 
reviewed i n  accordance w i t h  Bureau procedures. 

- - PPs which w i l l  be approved by t he  Admin is t ra to r  (and 
those i d e n t i f i e d  by PPC a t  t h e  PID stage as having 
spec ia l  po l  i c y  imp1 i c a t i o n s )  w i l l  be processed and 
reviewed i n  accordance w i t h  PPC and cognizant Bureau 
procedures. 

b. PP Review Procedures 

- - P ro jec t  Paper review procedures, whether de f ined  a t  f i e l d  
m i  ss ion o r  Bureau 1 eve1 s, should incorpora te  t he  
f o l l o w i n g  features:  

- - an Issues Paper should be prepared t o  guide t he  review 
and be a record o f  s a l i e n t  design features, r i s k s  o r  
o ther  issues which need a t t e n t i o n  dur ing  t h e  rev iew ( the  
scope o f  t he  review should be t a i l o r e d  t o  t h e  character  
o f  t he  p ro jec t . )  Where there  i s  a t r a i n i n g  component, 
t h e  adequacy o f  t he  design team's t r a i n i n g  assessment i s  
t o  be reviewed. 3 

- - recommendations t o  approve o r  disapprove and/or guidance 
r e s u l t i n g  from the  review should be formal i zed  and 
prompt ly  communicated t o  t h e  submi t t ing o f f i c e .  

- - para1 l e l  processing act ions,  e.g., Congressional 
N o t i f i c a t i o n ,  budget adjustments, waiver requests  and 
approvals, should be handled promptly by t h e  cognizant 
submi t t ing  and/or AID/W backstopping o f f i c e .  



c .  Review Committee members hi^ 

AID HANDBOOK 3 

Bureau Pro jec t  Review Committees normal ly  inc lude  bureau GC 
and FM representat ives.  Depending upon t h e  p r o j e c t  and i t s  design, S&T, 
M/SER/CM, M/SER/COM and PPC p a r t i c i p a t i o n  may a1 so be appropr ia te .  
F i e l d  miss ion Review committees should be made up o f  comparable 
o rgan iza t iona l  s k i  11 s (e.g., Regional Legal O f f i c e r ,  Contro l  1 e r ,  
Contracts  O f f i c e r  o r  Supply Management Advisor) .  

6. P ro jec t  P a ~ e r  A ~ ~ r o v a l  and Di s t r  i but  i on 

a. P ro jec t  Review Committees approve PPs and/or make 
recommendations t o  t he  au tho r i z i ng  o f f i c i a l  regard ing  p r o j e c t  approval, 
m o d i f i c a t i o n  o r  disapproval  . The au tho r i z i ng  o f f i c i a l  f o rma l l y  approves 
a p r o j e c t  by s ign ing  a Pro jec t  Au thor iza t ion .  (See Chapter 5.) I f  the  
p r o j e c t  i s  authorized, a signed copy o f  t he  Au thor iza t ion  i s  p u t  i n  t he  
f r on t  of t he  PP p r i o r  t o  i t s  p r i n t i n g  and d i s t r i b u t i o n .  
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Trans. Memo. No. 
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b.  PP d i s t r i b u t i o n  s h a l l  be i n  accordance w i t h  Bureau 
procedures. Two copies o f  the  PP are, however, t o  be sent by t he  
Miss ion o r  Bureau t o  t he  AID Reference Center (S&T/DIU). 

E f f e c t i v e  Date 

Sept. 30, 1982 

(CONTINUE ON PAGE 3-44) 



PROJECT DEVELOPMENT SCHFDULF 

S t e ~ s  Date 
Start C o m ~ l  e t i  on E l a ~ s e d  Time 

AID HANDBOOK 3 
Page No. 
3-42 

1. De ta i l ed  Statement o f  Object ives 

- -  Review o f  Logframe i n  PID 
- -  Completion o f  Logframe 
- -  L i s t i n g  o f  Assumptions 

Effective Date 
Sept. 30, 1982 

2 .  Pre l  i m i  nary Determinat ion o f  
P ro jec t  Elements 

Trans. Memo. No. 
3:74 . 

3. Data C o l l e c t i o n  and Analys is  

- -  Preparat ion o f  Scope o f  Work 
- -  Contract ing 

(a) Preparat ion o f  PIO/T 
- Contract ing Per iod 

o r  
(b)  s o l i c i t a t i o n  o f  Proposals by B/G 

- - Contract ing per iod  - 
- -  Study Per iod 
- -  Review o f  D r a f t  Report 
- -  Discussion w i t h  Consultants 
- -  F ina l  Report 

4. Speci a1 Studies (Economic, Soci a1 
F inanc ia l ,  Admin is t ra t i ve )  

- - Preparat ion o f  Scope 
- -  Contract ing Period 
- -  Study Per iod 
- -  Review o f  D r a f t  Report 
- -  Discussion w i t h  Consultants 
- -  F ina l  Report 

5 .  Review o f  Studies by and w i t h  B/G 



L 6. Deta i led Design o f  Pro ject  Elements 

- -  Preparation o f  Design 
- -  Review w i t h  B/G 

AID HANDBOOK 3 

7 .  Review o f  Assumptions i n  Logframe 

E f f e c t i v e  Date 

Sept. 30, 1982 

Trans. Wemo. No. 
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- - Determining Required Conditions and 
Covenants 
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8. Consultations w i th  Co-Financing 
I n s t i t u t i o n s  

9. Preparation o f  PP 

- -  F i r s t  D r a f t  
- -  Rewri t ing and Ed i t i ng  
- - Preparation o f  D r a f t  Author izat ion 

10. Processing PP 

- -  Mission Review 
- -  Revision o f  PP 
- -  Submission t o  AID/ \  

TOTAL ELAPSED T IME FROM STARTING 
DATE OF STEP 1 TO COMPLETION DATE 
OF STEP 10 
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AOSMCI  FOR I N T ~ R N A T l O N A C  OCVCLOCY~MT 1. TWVSACTION CODE DOCL?EYf  
Amendment Number 1 CODE 

PROJECT DATA SHEET 
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3 
C O U 3 T R Y I E !  1 1. PROlECT h '3 tBER 

I L --.1 

4. BURwL!/OFRCE 1 5. PROJECT T m E  (mamimum 40 chrsoctm) 

I i d I L A 
6. PROJECT MSISTMCE COMPLETION DATE (P.4CD) j 7. ESTIMATED DATE OF OBLI CATION 
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I ! I I I I I  I .% Initid FV l B. 8.a c. ~idn U 
8. COSTS ( SO00 OR EQUIV.CEST S 1 = ) 

A. FC'SDMG SOURCE 
:IHST FY t LIFE OF PROJECT 

I B. FX I C LIC L FX F. iiC 1 G. T O ~  

H a t  Gunw I 
Other Donoris) 
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I 
12. SPECIAL CONCERYS CODES (maximum 7 codes of 4 vositwu row 

-. I I I 1 I I I 
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B. Amount 1 
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DMXL'CXlONS 

The approved Roject Data Sheet summarizes basic data on the proiecr and must provide reliable data for 
m q  -&to the ~0untz-y Progam .Data Bank (CPDB). a $ e n e i  &le blocks 1 Lh;u 16 are to be complet- 
ed by the originatinq office or bureau. It is the responsibility of thz reviewing bureau to assu t that 
whenever the original Project Data Sheet k revised, the Project Daa Sheet conforms to the revision. 

Block 1 -Enter the appropriate letter code in the box, if a change, indicate the .hendment Number. 

Block 2 - Enter the name of the Counay, Re$onal or o&er Entity. 

Block EEnter the Project ?lumber assigned by the fieid mission or an .4ID/TV bureau 

Block 4 - Enter the sponsoring Bureau/Office Symbol and Code. (see Hdbooi 18, ~ ~ p m d b r  0 .) 

Block 5 - Enter the Project f ide (r- withha bmcbrs: k i t  to  40 c w m i .  

Block 6 - Enter the himated Roject .hsistulce CompIetion Datc.(s~e chapter 7 8. 7.) 

Block 7 k  - Enter the FY for the frrst obiigauon of .UD funds for the project. 
Block 7B. - Enter the quarter of FY for the fust AID funds obligation. 
Block 7C - Enter the FY for the last UD funds obligatioru. 

Block 8 - Enter the amounts from the 'Summary Cost Estimates' and 'Finanaal Table' of the Project 
Data Sheet. 
NOTE: The UC column must show the estimated U.S. d o h  to be used for the financing of local 

costs by AID on the lines comsponding to .UD. 

Block 9. - Enter the amounts and details from the Project Data Sheet s d o n  reflecting the estimated rate 
of me of UD funds. 

Block 9A - Use the Alpha Code. (see H . I I O  D . fa w-4 
Blocks 9B., C1. & C2. - Set Handbook 18, Appendix D for guidance. The total of columns 1 and 2 of 

F must qual the AID appropriated funds total of 8G. 

Blocks 10 and 11 - Set HandbookIB, Appendix D for guidance. 

Block 12 - Enta  the codes and amounts attributable to each concern for Life of Projecr. (see n.nd6ooh r s. 
A p p n d i .  D. fa codiry.) 

Block 13 - Enta  the Project Purpose as it appears in the approved P D  Facaheet, or as modified during 
the project development and reflected in the Project Data Sheet. 

Block 14 - Enta the craIuation(s) scheduled in this section. 

Block 15 - Enter the information related to the procurement taken from the appropriate section of the 
h j m  Data Sheet. 

Block 16 - This biock is to be rued with rquau for the amendment of a project. 

Block 17 - This block is to be signed and dated by the 0; r e c t o  r of the originating office. The 
Rojecr Data Sheet will not be rlvimed if thh Data Sheet k not signed and dated. Do not initial. 

31ock 18 - This date is :o be provided by the office or bureau responsible for the processing of the docu- 
ment c w d  bv this Data Sheet. 3 
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COST ESTIMATING AND FINANCIAL PLANNING 

This appendix provides additional guidance on the preparation 
of project cost estimates, the shaping and development of a 
financing plan, i.e., the "packaging" of various participant 
and donor contributions, and suggested formats for arranging 
cost/input supply information in project presentation 
documents. While costing of inputs and operations is a 
7ritical element to the testing of financial and economic 
feasibility, such analyses are not discussed herein. For 
information on financial and economic analyses, see, 
respectively, Appendices 3D and 3E. 

TRANS. MEMO NO. 

3:43 

A. Pre~aration of Cost Estimates 

The preparation of cost estimates should be undertaken 
concurrently with other input and output design tasks because 
the cost of adopting a particular course of action may affect 
its feasibility. It is, therefore, advisable to attach a 
"price tag" to each project element as soon as it is being 
seriously considered for inclusion in the project, even though 
the first estimate may Se no more than a "ball-park" figure. 
As more detailed features of the element and its inputs are 
developed, the estimate should be refined so that completion of 
the cost estimate will proceed simultaneously with 
specification of the potential elements. The preparation of 
estimates in the incremental fashion will also make it possible 
to determine well before project design is completed whether it 
will be economically feasible and whether cost estimates are 
comparable to those contained in the PID. If the activity is 
projected to cost substantially more than was estimated at the 
PID stage, especially the AID portion, consultation with the 
cognizant Bureau will be necessary. The identification of 
significant cost increases may precipitate a search for other 
institutions which might help finance the project and/or result 
in the adjustment of inputs, outputs or objectives. For such 
reasons, the preparation of cost estimates should be 
evolutionary and not be postponed until late in the design 

EFFECTIVE DATE 

September 30, 1982 

sequence. 

PAGE NO. 
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The difficulty of preparing cost estimates varies with the 
number and type of elements to be included in the project. No 
matter what the degree of difficulty, gr,eat care must be taken 
to arrive at realistic sources and cost estimates since 



financing cost overruns can cause delays and/or operational 
problems. Even though the B/G obligates itself in the Project 
Agreement to provide all funds not contributed by AID (see 
Section 3.2 of the Model Project Agreement in Chapter 6 ) ,  it is 
often, in fact, not able to do so. Also, there is never any 
assurance that AID and/or other donors will later be able to 
increase their funding. Most importantly, however, if project 
inputs, elements and benefits are not costed and valued 
accurately, the project economic analysis could be upset, 
resulting in abandonment of the activity after significant 
resources are invested. Timely and accurate costing can thus 
be crucial to project success. 

PAGE NO. 
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The first step in costing is to prepare a realistic list of 
inputs and their probable source(s) of supply and then a "base 
cost" estimate, i.e., an estimate using current market prices 
at the time of preparation. Foreign exchange costs and local 
costs should be estimated separately. A number of tools are 
available for that purpose. For estimating consulting or 
similar services, experience with recent contracts of a like 
nature can be used; such contracts should provide cost per 
person/month or persodyear and the budget for such items as 
allowances and travel. Costs of materials and equipment to be 
imported for the project can be based on recent experience or 
obtainable from feasibility studies prepared for the project. 
If neither is available, SER/COM in AID/W is usually able to 
obtain useful cost data. If large physical facilities are part 
of the project, a feasibility study will normally have been 
prepared which includes input lists and cost estimates. 
Information on the cost of goods and services to be purchased 
locally is usually available from government agencies and local 
commercial sources. 

Preparing a "base cost" estimate in current prices is not 
sufficient. Two types of contingency allowances must be 
added--one to account for accidental omissions, errors in 
estimating the quantities of commodities or the number of 
person/years needed (in construction projects called "physical 
contingencies"), the other to account for inflation (often 
called "escalation"). Estimating the physical contingency 
allowance is a matter of experience and judgment. Such 
estimates should take into consideration the reliability and 
level of specificity of information used in preparing the base 
estimate. The physical contingency is usually expressed as a 
stated percentage of the base estimate and should normally not 
be less than 10 percent. Although estimating allowances to be 

EFFECTIVE DATE 

September 30, 1982 
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made for cost escalation also involves judgment, it requires, 
in addition, an estimate of the time at which contracts for 
goods and services will be concluded and/or costs thereunder 
fixed. First, the annual rate(s1 of inflation must be 
estimated for the period(s1 during which purchases will be 
made, separately for foreign exchange purchases and local 
costs. The estimate of such rates can be based on general 
economic and commercial forecasts for the areas to be used as 
sources of procurement. If no adequate information is 
available in the field, the geographic bureau in Washington 
should be consulted. At best, the estimated inflation rate 
will be an educated guess, particularly if project 
implementation stretches over a lengthy period. The escalation 
factor is then applied to the adjusted base estimate and the 
calculated amount added to the base estimate. The rate(s1 used 
should be explicitly identified. In large projects, it is 
advisable to calculate the amount to be allowed separately for 
each year during which purchases are expected to be made. If 
calculated in this manner, the cumulative escalation allowance 
is applied to those purchases which are to be made during that 
particular year in the project schedule. This is usually more 
accurate than applying an "average" rate to the entire base 
estimate for all years in which purchases are to be made. If 
figured on the annual basis, it will also be easier to adjust 
costs when assessing or recalculating for time delays later in 
the project implementation period. 

B. The Proposed Financing Plan 

PAGE NO. 
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As soon as preliminary cost estimates have been made, work on 
the Financing Plan should begin, taking into account AID'S 

Li- 
budgetary constraints and the limitations on funds which the 
B/G can be expected to contribute. The Financing Plan 
describes the type, quantity and timing of financial 
contributions to be made by the B/G, AID and, if any, other 
financing institutions. The completed plan should not only 
indicate the overall allocation of financial responsibilities, 
but should also show from which source or sources each 
individual project element will be financed. Again, early 
start and evolutionary development of the Financing Plan will 
permit progressive discussions with the Borrower/Grantee as to 
its expected financial contributions. Leaving financing 
details to the last minute (e.9. B/G foreign exchange 
contributions to finance inputs ineligible under AID rules1,can 
seriously disrupt negotiations and delay the beginning of 

CC( project implementation. As the design of project elements 
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proceeds and cost estimates are refined, the Financing Plan 
should be kept under constant review to ensure that it remains 
accurate and compatible with the abilities of participants' 
proposed contributions. 

Based on the cost estimate, the amounts to be provided for 
foreign exchange and local costs must be separated. Generally, 
AID (and other donors, if any) assumes responsibility for 
financing foreign exchange costs. In a few cases, however, 
provisions are made for financing some foreign exchange costs 
with B/G funds. This is usually done where the B/G has foreign 
exchange resources it can make available for project goods and 
services and such can advantageously be purchased from a 
country not included in the AID source code applicable to the 
project (or made eligible by an AID "source waiver"). 
Normally, B/G funds are used to finance local costs only. (See 
also (c), below.) 
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In many projects, funds available from the B/G are not 
sufficient to finance all local costs. In such cases, AID may 
assist in the financing thereof. The types of local goods and 
services which may'be financed and the proportion of the 
project budget which should be allocated therefor is a project 
development decision that is usually country specific. Project 
designers and/or USAIDs should therefore consult with their 
respective bureaus for guidance as to appropriate proportions 
or levels of such local cost financing. 

TRANS. MEMO NO. 
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Local Costs which AID may finance are those project costs which 
fall into one of the following categories: 

EFFECTIVE DATE 
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-- "Indigenous goods". i.e., those which have been 
mined, grown or produced in the country of the B/G 
through manufacture, processing or assembly (see HB 
lB, Chapter 18, paragraph A3); 

-- services furnished by corporations or 
partnerships which are organized under the laws of 
the country of the B/G and are more than 50 percent 
beneficially owned by citizens of that country and 
services furnished by individuals who are citizens 
of that country. (See HB 1Br Chapter 5, paragraph 
Clb and HB 11, Chapter 1, paragraph 2.6.2.1 for a 
complete definition of "Nationality".) 



-- "shelf items" i.e., items imported from other 
countries and kept in stock for general sale, up to 
the limits specified in paragraph A4b, HB 1B, 
provided that the items were imported from a country 
included in AID Geographic Code 899. 

- - monies or "revolving funds" made available to 
intermediate credit institutions or governments for 
project related purposes but not necessarily for 
identifiable purchases of goods or services. 
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Other categories of local costs might be financed by AID under 
blanket or specific waivers provided for in HB 1B. Such other 
categories might include, services provided by a firm which is 
less than 50 percent owned by citizens of the B/G country. 

EFFECTIVE DATE 
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Goods imported specifically for the project are considered 
foreign exchange costs even if they are purchased from a local 
supplier and paid for in local currency; the procurement of 
such goods is, therefore, subject to the rules and guidance in 

TRANS. MEMO NO. 
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When the Financial Plan has reached its final form, the timing 
when funds must be made available from all funding sources must 
be determined, whether the contributions to the project are to 
be fully funded from the outset or incrementally funded. In 
the former case, this is necessary to enable the B/G to budget 
for the funds it is to contribute; timing of funding in the 
latter case will serve as a basis for programming and budgeting 
both by the B/G and by AID. This aspect of the financial plan 
must be developed in conjunction with the Implementation 
Schedule which will show when the physical activities and 
contracting actions are expected to take place and thereby 
precipitate financial commitment or payment obligations. 

The final element of financial planning is the preparation of a 
disbursement schedule by fiscal year. That schedule, which 
must also be consistent with the Implementation Schedule, is 
frequently needed by AID to forecast its overall expenditures 
and serves as one of the tools used in monitoring project 
progress. 

C. Possible Financinq Arranqements 

1. General 

If AID is not financing a project on its own (as with an 
activity funded exclusively, for example, by a central bureau 



in AID/W), it is joining one or more participants or donors in 
the shared supply or financing of project inputs. By far the 
most common arrangement is where AID and the Borrower/Grantee, 
and perhaps some participant(s), are contributing to the cost 
of inputs and/or subsequent project operating expenses, i.e., 
recurrent costs. Such arrangements are the assumed conditions 
for guidance provided in Chapters 1 through 4. Sample project 
authorizations (Chapter 5) and model project agreements 
(Chapter 6) are likewise generally formed around a "bilateral" 
(two parties--AID and the recipient country or 
Borrower/Grantee) financing arrangement. 
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There are, however, other ways to finance project inputs and 
needs. As the activity becomes larger (and more costly) or 
demands more complicated political, technological, management 
or supply configurations (and because of AID budgetary or 
source/origin issues, requires other donor involvement besides 
AID), we can turn to the option of multi-lateral financing and 
other mechanisms, e.g., "relending" or "two-step" financing. 
In reality, there are hardly any limits to the approaches which 
can be used to meet financing needs. (One potential exception, 
of course, is the prohibition against "co-mingling" of 
assistance, i.e., the outright blending or joining of AID 
funding in an activity being financed by a non-free world 
country. 

Some of the more common financing arrangement alternatives are 
discussed below. 

EFFECTIVE DATE 
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Co-Financing 

General. "Co-financing" is the term used to describe a number 
of possible arrangements which might be made between AID and 
one or more other financing institutions, e.g., the World Bank, 
Regional Development Banks, the OPEC Fund, Arab development 
funds, national agencies of other countries, to assemble a 
donor financial package which will assist a project. 
Co-financing arrangements can also be made with private banks 
or other private investors. Co-financing has assumed 
increasing importance for a number of reasons, one of which has 
already been mentioned, i.e., the inability of AID to finance 
all project costs not financed by the B/G. Other financing 
institutions may also find it impossible to finance a project 
by themselves and therefore look for additional funding 
sources. Financing institutions formed more recently may wish 
to associate themselves with more experienced or better staffed 
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agencies for the development and implementation of projects. 
From AID'S point of view, co-financing is an attractive way to 
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achieve development objectives it considers important but which 
require investments beyond its capabilities to supply. From 
the viewpoint of developing countries, it can be attractive 
because it involves the collaboration of several donor 

G countries or international institutions in an effort to achieve 
mutually agreed upon goals. Such cooperative ventures can lead 
to increased development assistance for the recipient. 
Co-financing projects can, however, create special problems; 
and therefore often require special attention during project 
development, e.g., it can be extremely difficult, if not 
impossible, to bring about agreement on co-financing 
arrangements if the project design is too far advanced, and 
thus prevents interested donors from making needed inputs 
thereto. 
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There are two major types of co-financing described in "joint 

L.. financing" and "parallel financing". "Joint financing" is an 
arrangement under which the participating financing 

EFFECTIVE DATE 
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institutions, in effect, pool their funds to jointly finance 
one or more elements of the project. "Parallel financing" is 
an arrangement under which each institution finances one or 
more discrete elements. These arrangements are discussed below. 
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(1) Joint Financing. Pooling funds to be 
contributed by AID and other institutions means that all 
expenditures for goods and services are financed by each donor 
in proportion to their contribution to the project or according 
to some other formula. This arrangement has the advantage that 
all funds contributed can be used, that there will be the 
widest competition consistent with sources of supply agreed 
upon between the co-financing institutions and that the project 
will, therefore, be executed at the lowest cost possible within 
those limitations. Multilateral institutions and recipients 
often prefer this arrangement because of these advantages and 
because of the relative ease of implementation. (Also, 
individual donor's funds don't have to be monitored and 
recorded separately.) For AID as well as for other donors 
whose funds are usually tied to certain source countries, joint 
financing is workable only if such donors are prepared to untie 
their funds, e.g., by waivers, to the extent compatible with 
project needs. Beyond possible source waivers, there may be 
some questions, i.e., relating to AID's audit rights, b compliance with AID's cargo preference policy ( "50/50 
shipping") and similar implementation and monitoring matters 



that must be addressed during the design. (It should be noted 
that the cargo preference policy, which is based on statutory 
requirements, cannot be waived; arrangements can be set up 
though to satisfy the requirement.) Similar problems may arise 
for other institutions. 
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(2) Parallel Financing. Under this arrangement, 
each of the co-financing agencies agrees to finance under its 
own rules and procedures one or more project elements or 
specific contracts. This is possible only if the project is 
divisible in a manner that permits the use of the funds to be 
contributed by each institution--i.e., the project must be 
divided into components, the cost of which, singly or in some 
combination, are estimated to equal the amounts of the various 
financial contributions. This arrangement requires 
particularly careful attention to co-financing issues during 
project development. (Projects using this approach should have 
some monies set aside that can finance contingencies .and 
escalation with any one of the individual accounts: otherwise 
financing problems could result as the final expenditure period 
is entered and individual donor "accounts" completed and closed 
out (i.e., one doesn't want a single, underfunded account to 
hold up the whole project.) 

EFFECTIVE DATE 
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(3) Other Arrangements. A great number of 
variations of these two basic financing arrangements are 
possible. For example, if a large construction contract is to 
be financed by another donor, it could be bid internationally 
with the proviso, (which would be stated in the Invitation for 
Bids), that construction equipment to be purchased in support 
thereof is to be financed by AID and therefore must be procured 
under AID regulations, including the applicable country code. 
Similar arrangements may be possible under large service 
contracts, i.e., by imposing on the internationally selected 
contractor the obligation to purchase goods or services valued 
at not less than a specified amount from suppliers in 
countries eligible under AID rules. In such case, AID could 
help finance needed inputs (through subcontracts) without 
having to insist on a U.S. prime contractor. Such arrangements 
have been made in the past and proved workable when adequate 
attention was given to monitoring responsibilities, the 
financing instruments and documentation needed for payments. 

Co-Financing Design Considerations 

TRANS. MEMO NO. 
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It should be clear from the above discussions of co-financing 
arrangements that they require consideration and careful 
analysis of all factors involved. That analysis must focus on 
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the financing policies and procedures under which the other 
institutions involved operate, on their inherent conflicts and 
compatibilities, and on the characteristics of a proposed 
project. There is, therefore, no "ideal" arrangement that can 
be recommended for application in all circumstances. 
Co-financing, as with most other project design considerations, 
is project-specific. It follows that the need for desirability 
of co-financing a project must be reviewed as early as possible 
during project development if wasted motion and lengthy delays 
are to be avoided. 

The considerations governing the design of projects,for 
co-financing include, not necessarily in order of importance, 
the following: 

AID HANDBOOKS, App 3B 

-- Project Cost. It is always important to aim for 
the lowest possible cost of the project. Adherence 

EFFECTIVE DATE 
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to implementation and procurement approaches which 
optimize technical, economic and financial factors 
will keep overall costs down and help simplify 
project administration. 

PAGE NO. 
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-- Design of Project Elements. To facilitate the 
task of matching funds available from different 
sources with project components (for parallel 
financing), project elements should be costed for 
each of the potential source areas and then grouped 
so as to keep overall project costs to a minimum 
allowable within the proposed financing package. 
Caution should be exercised, though, because 

. arranging an optimum procurement plan (i.e., based 
on cost) can result in management and implementation 
difficulties. (See below.) 

-- Ease of Implementation. The manner in which the 
arrangements contemplated will work during project 
implementation is a crucial consideration because 
delays and confusion can cost more than minor source 
differentials. To be considered are, in particular, 
approval rights which any or all of the contributing 
institutions will wish to retain and exercise, the 
complexity and cost of logistics, financing 
instruments and disbursing mechanisms, document 
flow, donor monitoring and reporting requirements. 



-- Coordination Among Donors and with the B/G. 
Coordinating arrangements are necessary in 
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co-financed undertakings and should be documented. 
Frequently this is done in a "Memorandum of 
Understanding" signed by all financing institutions 
and specifying rights and responsibilities for 
review and approval of documents (e.g., contracts or 
plans), mutual consultation in certain 

EFFECTIVE DATE 
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eventualities, sharing of information and reports, 
coverage of cost overruns and similar matters. 

-- Satisfaction of AID Procedures and Reauirements. 

TRANS. MEMO NO. 
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The key points in this area are usually 
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source/origin policies, including cargo preference, 
and AID audit, inspection and diversion rights. 
There is seldom substantive conflict between AID and 
other donor institutions on basic procurement 
contracting policies because the desire for 
competition and selection of the lowest responsive 
and responsible bidder are practically universally 
accepted, even though differences may exist on 
details, e.g., the manner in which a low bid k s  
determined. 

3. Relending (Two-Step Loans) 

In some projects, the funds provided by AID, the B/G and any 
co-financing institutions participating in the project are made 
available to a revenue-producing entity which either is 
financially independent from the government, i.e., which 
operates with funds not subject to governmental budgeting 
procedures, or a "semi-autonomous " agency, i.e., subject to 
such budgeting procedures, but otherwise operating generally 
like a commercial enterprise. Such entities may be 
privately-owned companies or parastatal institutions, sometimes 
including the word "authority" or a similar designation in its 
name. When such entities are the "Implementing Agencies" for a 
project, the B/G's own policies may require, or it may be 
desirable from AID'S point of view, to assign to it not only 
responsibility for all implementation tasks normally assigned 
to an Implementing Agency of the B/G (see Chapter 8 for a 
discussion of implementation tasks), but also primary 
responsibility for payment of funds, e.g., AID loans, and for 
compliance with all the obligations of the B/G flowing from the 
Project Agreement . Extension of B/G obligations are usually 



accomplished by a "relending agreement" between the B/G and the 
entity. Such agreements are usually referred to as a 
"second-step loan" and the entire transaction, consisting of 
AID'S agreement with the B/G and the relending agreement, 
referred to as a "two-step" loan or mode of assistance. 
Although obligations arising from the Project Agreement with 
AID are thus transferred, the B/G remains obligated to AID 
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under the Project Agreement. Loans made by intermediate credit 
institutions to their customers do not fall into this category, 
but loans or grants passed onto such credit institutions by the 
B/G generally do. 

When relending of funds is envisaged, the terms and conditions 
under which the funds will be relent, particularly the 
applicable interest rate and the terms of the secondary loan, 
must be thoroughly considered and assessed and agreed to by 
both the B/G and the second-step borrower during project 
development. The relending interest rate should generally 
reflect commercial lending rates, but may be higher or lower, 
depending on the nature of the project. The term of the loan 
should be based on an analysis of the cash-flow projections for 
the project; generally, it is in the range from five to 15 
years. Since an AID loan to a B/G is normally repayable in 
dollars, the question whether the B/G or the second-step 
borrower will carry the exchange risk also must be resolved. 
All three factors, the term, the interest rate and the exchange 
risk, must finally be considered together to determine whether 
a given arrangement meets the criteria of (i) ensuring the 
second-step borrower's financial viability, (ii) consistency 
with the B/G1s policies, (iii) a fair apportionment of risk 
between the B/G and its borrower, and (iv) consistency with the 
economic conditions in the country of the B/G. 
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Although these matters should be discussed and agreed upon 
during project development, the formal relending agreement is 
usually not signed until the Project Agreement is signed. Both 
agreements may be signed simultaneously if a draft relending 
agreement has been approved by A.I.D. (See "closing" 
requirements, Chapter 6.) In any event, approval of the 
relending agreement by A.I.D. is always made a Condition 
Precedent to Disbursement under a Project Agreement in which 
relending is contemplated. 

D. To aid in the development and presentation of financing 
requirements and possible sources, the following tables have 
been used., Such tables or formats are suggested for use if 
suitable for the project being developed. Any format which 
provides a simple and complete picture of project financing 
sources and uses and the expected timing thereof, however, may 
be used. 

EFFECTIVE DATE 
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Suggested Fonnats f o r  Smmazizing audqet/Financial 
Infornation i n  the  Pro jec t  Paper 

PAGE NO. 
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(I) Suxmnary Cost Estimate and Financial  Plan (Table I) 

T h i s  t ab le  should Sepic t  t h e  source and appl ica t ion of a l l  p ro jec t  
resouxces--both f i n a n c i a l  and in-kind. The following t ab les  a r e  t o  be 
based on this information. 

3 

3 
EFFECTIVE DATE 

September 30, 1982 

Costing of P ro jec t  Out?uts/In?uts (Table 
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T h i s  t a b l e  is intended g r h a z i l y  a s  a t e s t  of p ro jec t  design a s  
wel l  a s  t o  grovide a b a s i s  f o r  reviewhg t h e  cos t  e s t h a t e s  of t i e  
g r inc ipa l  inputs.  I t  can be used t o  examine wheL5er inputs a re  pro- -. 
gor t ionate  t o  expected outputs  and s h i l = l y ,  i f  out?uizs are proport ionate 
t o  t h e  expected purpose. Inputs shculd be  l i s t e d  Li 'he l e f t  hand column 
and t h e i r  cos t s  apwr t ioned  (pro-rated i f  appropriate) t o  the  p ro jec t  
outputs  l i s t e d  in the  Logic& Framework. The inputs should be presented 
i n  a manner t h a t  makes them most rneani~gful  f o r  understanding the  project--  
standardized ccmpnents are not recommended. " S u n m a r y "  ( i . e .  f o r  all 
p r o j e c t  L ~ p u t s ,  regardless  of s u r c e )  Xppropriatd" and "Sost Country" 

3 
tables a r e  required ?or all prof e c t s .  Data f o r  "Ot!!er 3 . J .  , " and "Ot5er 
Donors" should a l so  Se submitted as  appropriate.  

AID HANDBOOK 3, 3B 

Project ion or' Zxpend i tz r~s  5.1 Fisca l  Year (Table 3 )  

If A i D  expenditures are t o  be financed by separate appropriat ions,  
i . e .  using "inc=eme.ntal funding" techniques, 'then a sepazate t a b l e  should 
be added which ind ica tes  which inputs  a r e  t o  Se financed v i t k  what sonias .  
Such is necessary f o r  providing h s i g h t  i n t o  r i s k s  of fut-zre funding 
shortages. 3 



(This is a suggested fcraat; it c-an be modified to suit_oarticular _nrojecta.) 
-TABLE L 
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SUMMARY COST ESTIMATE AND FINANCIAL PUN 
( us $ 000 ) 

PROJECT PAPER 

1 AID HANDBOOK 3,  App 38 3:43 September 30, 1982 3B-13 
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* ~ i s t  major p ro j ec t  elements ( inputs)  . 
** Show A I D  t o t a l ;  however, i f  d i f f e r e n t  funding i s  proposed ( loan ,  q ran t ,  

d i f f e r e n t  appropria t ions)  provide breakdown of A I D  contr ibut ion i n  a 
separate  t ab le .  

Total 

i 

+ May be used f o r  o ther  ass i s tance ,  e .g . ,  H G ,  P.L. 480 T i t l e  11, e t c . ,  
furnished by t h e  United S t a t e s  ou ts ide  of AID-appropriated funds. 
Where o the r  donors a re  involved, a separate  column should be added 
f a r  each s i g n i f i c a n t  donor. 

Other(s)+ 
FX LC Source 

Inil ation factor 

Contingency 

Total 

AID* Host Country 
FX LC LC 



COSTING OF PROJECT OUTPUTS/ INPUTS 
( I n  $000 or equivalent) 

PAGE NO. 
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New - 
Rev 3 - - 

Project $ Ti t l  e 

EFFECTIVE DATE 
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bcb 
~ 

* Slngle line entry i s  acceptable unless this item i s  more than 
25% of the project or more than $1 m i  11 ion. 

TOTAL 

Project Inputs 

AID Appropriated 

Other U.S.* 

Host Coun t ry  

Total I - 

Other Donors* 

I 

# 1  

ri' 
- 

P r o j e c t  Outputs 

I I I 

d 2  $ 3  l = 4  
I - 
I 
I 
I 

I 



(This i s  a suggested format; it can be modified t o  s u i t  p a r t i c u l a r  p ro j ec t s . )  
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TABLE 3 
PROJECTION OF EXPENDITURES BY FISCAL YEAR -- 

( us s 000 1 

TRANS. MEMO NO. EFFECTIVE D A T E  

3 :43 September 30, 1982 
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** Under A I D ,  separa te ly  l i s t  i n  columns loans & gran ts ;  i n  a l l  cases  
have a column showing Total  A I D .  

iiscal Y e a r  

I n f l a t i o n  factor 

Con t i  ngency 

TotaI 

+ May be used f o r  o ther  ass i s tance ;  e .g . ,  HG,  P.L. 480 T i t l e  11, e t c . ,  
furnished by the  United S t a t e s  ou ts ide  of AID-appropriated funds. 
Where other  donors a r e  involved,  a separa te  column should be added 
f o r  each s i g n i f i c a n t  donor. 

I 
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APPENDIX 3D 
GUIDELINES FOR FINANCIAL ANALYSIS 

AID HANDBOOK 3, App. 3D 

1  .0 INTRODUCTION 

1.1 Purposes o f  F inanc ia l  Analys is  

F inanc ia l  ana lys i s  i s  one o f  the s i x  major types o f  p r o j e c t  
analyses summarized i n  Sect ion 3C, Chapter 3  o f  t h i s  Handbook. It i s  
used both as a  t o o l  du r ing  p r o j e c t  development and as a  t e s t  o f  a  
completed p r o j e c t  design. I t s  p r i n c i p a l  purposes are: t o  determine the 
adequacy o f  t he  funds t o  be prov ided f o r  f i n a n c i n g  a1 1  p r o j e c t  inputs ;  
t o  asce r ta in  whether monetary b e n e f i t s  t o  be der ived from the  p r o j e c t  
are l a r g e r  o r  smal ler  than t h e  p r o j e c t ' s  costs; t o  judge whether outputs 
would be produced a t  the lowest  p r a c t i c a l  c o s t  and whether the u n i t  c o s t  
o f  outputs i s  reasonable; and whether t he  proposed cash f l o w  i s  l i k e l y  
t o  make the p r o j e c t  f i n a n c i a l l y  v i a b l e  dur ing  the p ro jec ted  opera t ing  
pe r i  od. 
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1.2 Re la t i onsh ip  t o  Other Types o f  Analys is  

Effective Date 

Dec. 7, 1987 

F inanc ia l  ana lys i s  i s  i n t e r r e l a t e d  w i t h  many o ther  aspects o f  
p r o j e c t  devel opment and ana lys is  as f o l  1  ows: 

( a )  Econanic Analysis:  The data used i n  econanic ana lys i s  are 
s i m i l a r  t o  those used i n  f i n a n c i a l  analys is .  I n  many pro jec ts ,  the  
r e s u l t s  o f  t h e  f i n a n c i a l  ana lys is  w i l l  prov ide sane o f  t he  basic  
i n fo rma t ion  requ i red  t o  undertake the economic ana lys is .  F inanc ia l  
ana lys i s  concerns i t s e l f  w i th  the  p r o j e c t  as a  se l f -conta ined e n t i t y ,  
accept ing the monetized values o f  outputs and i npu ts  as given. Economic 
analys is ,  however, considers the  broader e f f e c t s  o f  t he  p r o j e c t  on the  
na t i ona l  economy i n  which outputs and i npu ts  a re  valued t o  r e f l e c t  
s c a r c i t y  and market d i s t o r t i o n s  (see Ch. 2, Sect. 5, "F inancia l  Versus 
Economic Analysis," A. I .D. Manual f o r  P r o j e c t  Economic Analysis,  1987 
and Appendix 3E, Ch. 3, Handbook 3, f o r  a  f u l l  exp lanat ion  o f  the  
d i f f e rence ) .  

( b )  Social  Anal s i s :  Social  soundness ana lys is  i s  concerned w i t h  + the soc ia l  an cu tu ra  s e t t i n g  o f  a  p r o j e c t  and i t s  soc ia l  e f f e c t s .  I f  
the  r e s u l t s  o f  f i n a n c i a l  ana lys is  (e.g., the  l e v e l  o f  ra tes  t o  be 
charged f o r  water  o r  power, o r  f o r  i npu ts  such as c r e d i t  f o r  
f e r t i l i z e r ) ,  are judged t o  be incompat ib le w i t h  soc ia l  ob jec t i ves  o r  
c u l t u r a l  t r a d i t i o n s ,  t he  p r o j e c t  design may have t o  be modif ied. 



( c )  Admin i s t ra t i ve  Analysis:  Sane aspects o f  the  admin i s t ra t i ve  
analys is ,  e.g., those o f  the Execut ing Agency's f i n a n c i a l  a d m i n i s t r a t i o n  
(system o f  accounting, t r a i n e d  f i n a n c i a l  personnel , a u d i t  p rac t ices ,  
e t c . ) ,  a re  r e l e v a n t  f o r  the i n t e r p r e t a t i o n  o f  data used i n  f i n a n c i a l  
ana lys is .  

(d )  Envirormental  Analysis:  Envi rormental  cons idera t ions  can 
a f f e c t  the design and cos ts  o f  a p r o j e c t  and thus the r e s u l t s  o f  
f i n a n c i a l  analys is .  
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(e ) Technical Analys is :  Technical f a c t o r s  (choice o f  s i t e ,  
cons t ruc t i on  ma te r ia l s  o r  s i ze  o f  b u i l d i n g s )  a f f e c t  investment, and 
o f  t en  opera t ing  costs (e. g., frequency of-mai ntenance, numbers - o f  
requ i red  opera t ing  personnel ) and, there fore ,  the  r e s u l t s  o f  f i n a n c i a l  
analys is .  

E f f e c t i v e  Date 

Dec. 7, 1987 

1.3 Timing o f  F inanc ia l  Analys is  
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A l l  types o f  analyses are i n t e r r e l  ated. F inanc ia l  ana lys i s  cannot 
be viewed as a se l f -conta ined e f f o r t ,  i s o l a t e d  from other  Qpes o f  
p r o j e c t  analyses. Nor i s  f i n a n c i a l  ana lys i s  a one-time task c a r r i e d  o u t  
a f t e r  t he  complet ion o f  p r o j e c t  design. Rather, f i n a n c i a l  ana lys is  must 
cont inue throughout p r o j e c t  development and implementation. As an 
essen t i a l  p a r t  o f  developing v i a b l e  and e f f e c t i v e  pro jec ts ,  f i n a n c i a l  
ana lys i s  must becane an i n t e g r a l  p a r t  o f  t he  p r o j e c t  design and must no t  
be a mere f o r m a l i t y  undertaken a f t e r  the  complet ion o f  p r o j e c t  design. 

1.4 Preparatory Steps t o  Undertaking F inanc ia l  Analys is  

There are several bas ic  quest ions t h a t  need t o  be asked p r i o r  t o  
undertak ing the  p r o j e c t  f i n a n c i a l  ana lys is :  

( a )  What type o f  f i n a n c i a l  ana lys is  i s  appropr ia te?  

(b )  I s  the r e l e v a n t  f i n a n c i a l  i n fo rma t ion  ava i l ab le?  I f  not, what 
should be the nex t  steps i n  p r o j e c t  p repara t ion  and development? 

( c )  Does the  d i r e c t  h i r e  A.I.D. s t a f f  have t h e  pro fess iona l  s k i l l s  
and s u f f i c i e n t  t ime t o  ca r r y  ou t  t he  assignment? W i l l  ex te rna l  
ass is tance be necessary t o  perform t h e  f i n a n c i a l  ana lys is?  

These quest ions should be asked and answered a t  the PID stage. To a 
considerable ex ten t ,  t he  answers t o  one quest ion  w i l l  a f f e c t  t he  answers 
t o  another. The more complex and spec ia l i zed  the  f i n a n c i a l  analys is ,  
t he  more l i k e l y  there w i l l  be a requirement f o r  ex terna l  assistance. 
S i m i l a r l y ,  the s imp ler  t he  nature o f  the f i n a n c i a l  analys is ,  the  more 
1 i k e l y  t h a t  the  r e l e v a n t  f i n a n c i a l  i n fo rma t ion  w i l l  be a v a i l  ab le  and 
t h a t  the ana lys is  can be performed w i thou t  ex terna l  assistance. 



I f  the bas ic  f i n a n c i a l  i n fo rma t ion  i s  no t  ava i lab le ,  then c l e a r l y  the 
necessary f i n a n c i a l  ana lys i s  cannot be performed and t h e  p r o j e c t  shoul d 
no t  proceed u n t i l  adequate f i n a n c i a l  i n fo rma t ion  i s  ava i l ab le .  I f  
ava i l  able f i n a n c i a l  i n fo rma t ion  i s  incomplete and o f  poor qua1 i t y ,  b u t  
the miss ion needs t o  go forward w i t h  the  p r o j e c t  development, the  design 
team should inc lude,  as a component o f  p r o j e c t  outputs, the e a r l y  
establ ishment and s a t i s f a c t o r y  operat ion o f  the requ i red  f i n a n c i a l  
r e p o r t i n g  system. 
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1.5 Purpose o f  t h i s  Appendix 

This Appendix i s  no t  in tended as a course i n  f i n a n c i a l  ana lys is  o r  
a "how-to-do-it" manual descr ib ing  i n  d e t a i l  the  data, methods and 
procedures used i n  f i n a n c i a l  analysis. Rather, i t  i s  in tended t o  serve: 
(a )  as guidance i n  determining the  type o f  ana lys is  requ i red  f o r  a 
pro jec t ,  i.e., the scope o f  the a n a l y t i c a l  e f f o r t ;  and (b)  as an 
overview o f  a n a l y t i c a l  methods commonly used. 
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2.0 CHARAC'TERISTICS OF PROJECTS RELEVANT FOR FINANCIAL ANALYSIS 

2.1 General 
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A l l  p ro jec ts  are sub jec t  t o  some form o f  f i n a n c i a l  analys is .  The 
t r a d i  ti onal p r o j e c t  c l a s s i f i c a t i o n ,  e. g. , c l a s s i f i c a t i o n  by p ~ b l  i c  and 
p r i  vate owners h l  p, by economic sectors, o r  by revenue and non-revenue 
producing, i s  on ly  p a r t i a l l y  re levan t  f o r  spec i f y ing  the  scope and type 
o f  f i n a n c i a l  analys is  t h a t  should be adopted. The major  c r i t e r i o n  
adopted i n  these guide1 ines  as t o  the scope and methods o f  f i n a n c i a l  
an l ys i s  i s  whether a p r o j e c t  i s  o r  i s  no t  "commercially operated" as 
def ined below. Although t h i s  i s  no t  a p e r f e c t  c l a s s i f i c a t i o n ,  i t  i s  
usefu l  f o r  the  present  purposes. 
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There w i l l  a l s o  be d i f fe rences between the f i n a n c i a l  ana lys is  f o r  new 
e n t i  t i e s  (grass-root  p ro jec ts  ) and expansion o f  e x i s t i n g  operat ions. 

L, For a canmercial l y  operated new pro jec t ,  t h e  f i n a n c i a l  i n t e r n a l  r a t e  o f  
r e t u r n  (FIRR) o r  n e t  present value (NPV) c r i t e r i o n ,  as discussed i n  
Sect ion 5.2 below, provides the basis f o r  t he  f i n a n c i a l  dec is ion  t o  
accept o r  r e j e c t  the pro jec t .  For  an expansion pro jec t ,  however, the 
f i n a n c i a l  ana lys is  should be performed i n  two steps. F i r s t ,  the  worth 
o f  the add i t i ona l  investment and r e l a t e d  costs and bene f i t s  needs t o  be 
appraised. Second, the worth o f  t he  t o t a l  en te rp r i se  o r  a c t i v i t i e s  
i n c l u d i n g  the add i t i ona l  investment should be analyzed and assessed. It 
i s  possi b l  e t o  generate an exceedingly h igh FIRR i n  an incremental 
ana lys is  and, ye t ,  the t o t a l  a c t i v i t y  remains f i n a n c i a l l y  unviabl  e ( f o r  
a more d e t a i l e d  explanat ion o f  the  incremental approach, see Ch. 2, 
Sect. 4.4, "Applying With/Without t o  Obtain Incremental Net Benef i ts  ," 

t 
A. I .D. Manual f o r  P r o j e c t  Econanic Analysis, 1987 1. 



2.2 Non-Commercial l y  Operated P ro jec ts  

( a )  A l l  p ro jec ts  which do no t  produce s u f f i c i e n t  revenues t o  be 
f i n a n c i a l l y  se l f - sus ta in ing  r e l y  on ex terna l  support f o r  a1 1 o r  p a r t  o f  
t h e i r  expenditures. They can be described as "non-commercially 
operated" o r  "non-sel f - s u s t a i  n ing"  p r o j e c t s  o r  as "external  l y  supported" 
p ro jec ts  . 
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( b )  The ex terna l  support needed t o  cover  e i t h e r  c a p i t a l  o r  
opera t ing  costs o r  both are u s u a l l y  provided by the government from i t s  
budgeted resources and i n some cases by i n t e r n a t i o n a l  organizat ions,  
b i l  a t e r a l  donors o r  p r i  vate vol un tary  agenci es . 
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( c )  Whatever p ropo r t i on  ex terna l  support  represents o f  investment 
and operat ing expenditures, the  need f o r  ex terna l  support i ndicates t h a t  
the  "worth" o f  a p r o j e c t  can not  be measured by the user charges o r  
o ther  f i n a n c i a l  revenues i t  generates and col  1 ects. Rather, i t s  "worth" 
l i e s  i n  bene f i t s  i t  creates f o r  the soc ie t y  as a whole; such p u b l i c  
benef i ts ,  ra the r  than f i n a n c i a l  worth, are the  j u s t i f i c a t i o n  o f  the  
p ro jec t .  Most ex terna l  l y  supported p ro jec ts  a re  "soc ia l  i n f r a s t r u c t u r e "  
p r o j e c t s  i n  the health, educat ion and f a m i l y  p lanning sectors. A1 so 
i n c l  uded i n  t h i s  category are p ro jec ts  i n  the  t ranspor ta t i on  and 
canmunicati ons sectors which may  produce s ~ ~ b s t a n t i a l  revenues, b u t  which 
are n o t  designed t o  be se l f -sus ta in ing ,  such as government-owned, o r  
p r i  va te l y  awned and government-subsidi zed, r a i l  ways o r  bus companies. 
The f i nancial  ana lys i  s appropr i  a te t o  each o f  these non-commerci a1 1 y 
operated p ro jec ts  i s  s u b s t a n t i a l l y  d i f f e r e n t  from t h a t  used f o r  
commercial l y  operated p r o j e c t s  (see Sect ion 4.0 be1 ow). 
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2.3 Canmercial l y  Operated P ro jec ts  

Commercial l y  operated p ro jec ts  a re  those which expect t o  generate 
s u f f i c i e n t  revenues t o  cover a l l  necessary c a p i t a l  and opera t ing  costs 
and t o  generate a p r o f i t ,  i;e., 

- - product i  on costs, i .e. , the r e c u r r i  ng expenditures f o r  
personnel , raw mater i  a1 s, f ue l  and power, maintenance o f  
equipment, spare par ts ,  etc.; 

- - amor t iza t ion  o f  i n t a n g i b l e  investment expenses, such as f o r  
engineer ing and o ther  s tudies,  and the  deprec ia t ion  o f  f i x e d  
assets, i .e., bui  1 d i  rlgs and product ion  equi pment; 

- - debt service, i.e., the pqyment o f  i n t e r e s t  on and the  
repqyment o f  p r i n c i p a l  o f  loans used t o  f inance the 
investment; and 

- - generat ion o f  a p r o f i t .  



The p r o f i t  permi ts  ( a )  compensating i nves to rs  f o r  the use o f  t h e i r  money 
and the r i s k s  i ncu r red  i n  making t h e i r  investment and ( b )  accumulating 
reserves f o r  f u t u r e  use (e.g., as a cushion .in case o f  adverse business 
cond i t i ons  o r  f o r  expansion o f  the en terpr ise ,  i f  so desi red) .  

Occasi onal ly, sane governnent-awned p r o j e c t s  o r  e n t i  t i e s  (e. g. , sane 
power companies ) are expected t o  generate s u f f i c i e n t  revenues t o  cover 
a l l  o f  the  costs enumerated above b u t  not  t o  produce a p r o f i t ,  i.e., t o  
"break even." Such p ro jec ts  are, f o r  purposes o f  f i n a n c i a l  analys is ,  
i n c l  uded i n  the  category o f  canmercial l y  operated p r o j e c t s  because many 
o f  the a n a l y t i c a l  methods used f o r  those p r o j e c t s  can a1 so be appl i e d  t o  
" break-even" p r o j e c t s  . Si  nce canmercial 1 y operated p r o j e c t s  r e l y  f o r  
t h e i r  operat ions e n t i r e l y  on the revenues they generate, they can a l s o  
be described as " se l f - sus ta in ing "  p ro jec ts .  
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3.1 Budget 
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(a )  Several d i s t i n c t i o n s  have t o  be made i n  us ing  the term 
"budget." One type o f  budget i s  what i s  normal ly c a l l e d  the  " p r o j e c t  
budget." It shows the  amounts t o  be prov ided by A.I.D., the  govern~ilent 
and, i n  sane cases, o ther  donors f o r  i n d i v i d u a l  p r o j e c t  components o r  
"1 i n e  items," spread over the  number o f  years du r ing  which A.I.D. 
proposes t o  c o n t r i b u t e  funds, e.g., " the 1 i f e  o f  the  p r o j e c t "  (see 385 
o f  Ch. 3, Handbook 3). Most p ro jec ts ,  however, are expected t o  cont inue 
f o r  a l onge r  o r  an i n d e f i n i t e  per iod  beyond t h a t  " p r o j e c t  1 i f e , "  us ing  
funds prov ided from e i t h e r  revenues generated by the p ro jec t ,  government 
funds o r  both. A budget p r o j e c t i o n  f o r  one o r  more years  o f  t he  per iod  
f o l l o w i n g  the complet ion o f  the p r o j e c t  as de f ined by A.I.D. i s  
necessary t o  systematize an ana lys i s  o f  the  f i n a n c i a l  s i t u a t i o n  as i t  
w i l l  then e x i s t ,  i.e., the  costs t h a t  w i l l  have t o  be f inanced and the  
sources o f  t he  funds a v a i l  ab le f o r  f i n a n c i n g  them. 

( b )  Another d i s t i n c t i o n  i s  the d i f f e r e n c e  between an " investment 
budget" and an "opera t ing  budget." The investment budget covers the  
c o s t  o f  p r o j e c t  f a c i l i t i e s  which must be i n  place before  the  p r o j e c t  
a c t i v i t i e s  can begin, such as, cons t ruc t i  on o f  bu i ld ings ,  purchase and 
i n s t a l  l a t i o n  of equipment, purchase o f  suppl i e s  needed f o r  i n i t i a l  
operat ions and any o f  the  serv ices needed i n  connect ion w i t h  t h i s  
category o f  expenditures. The value o f  these i npu ts  represents the  
c a p i t a l  investment necessary t o  make opera t i  on o f  the  p r o j e c t  possi  b l  e. 



The operat ing budget covers those costs which w i l l  be incur red i n  
connection w i t h  the a c t i v i t i e s  t o  be c a r r i e d  out, e.g., p r o d ~ ~ c t i o n  o f  
goods, energy and power generation, teaching, operat ion o f  c l i n i c s ,  
e tc .  A d e t a i l e d  annual operat ing budget i s  needed t o  provide s u f f i c i e n t  
funds f o r  the cont inu ing cos t  o f  the operat ion, i.e., the " recu r ren t  
costs." Inc luded i n  the operat ing budget are, i n t e r  a l i a ,  sa la r ies ,  
suppl ies, maintenance o f  b u i l d i n g  and e q u i p m e n t ~ l ~  the  pe r iod i c  
rep1 acement o f  worn-out equi pment, notably vehic les.  

( c )  The budgeting process thus inc ludes the preparat ion o f  (1 a 
c a p i t a l  ( investment) budget i f  appl icable;  ( 2 )  an operat ing budget f o r  
the number o f  years necessary t o  show when annual expenditures i n  
constant  terms w i l l  reach a s tab le  l e v e l ;  and (3 )  a cash f l o w  budget 
showing d i f f e r e n t  sources o f  funds, such as, i t s  own revenues, A.I.D. 
resources, the goverr~nient budget and others t o  cover the c a p i t a l  and 
operat ing costs. The 1 a t t e r  budget i s ,  i n  e f f e c t ,  a tabu1 a r  
p resenta t ion  o f  the f i n a n c i a l  plan. 
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3.2 F inanc ia l  Costs and Benef i ts  

(a )  "F inancia l  cos ts"  are a l l  expenditures t h a t  have been o r  w i l l  
be incur red and pa id  by the implementing agency i n  the course o f  
execut ing a p ro jec t .  They inc lude investment costs and the opera t ing  
costs, as def ined above. However, soc ia l  costs, such as envi ronnental  
degradation which may be a t t r i b u t a b l e  t o  the pro jec t ,  are n o t  f i n a n c i a l  
cos ts  t o  the  p r o j e c t  unless the  p r o j e c t  i t s e l f  expends f i n a n c i a l  
resources t o  cover these costs. 
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( b )  "Benef i ts"  o f  a p r o j e c t  mqy take the  form o f  revenues received 
(sales,  fees, etc.  ) and/or i ntangi  b l  es ( b e t t e r  educati  on o r  heal t h  ; 
improved access t o  markets, etc.  ) Whether i n t a n g i b l e  bene f i t s  can be 
expressed i n  monetary terms o r  not, they are not  considered as f i n a n c i a l  
bene f i t s  o f  the p ro jec t .  Therefore, the "worth" o f  any p ro jec ts  w i t h  
l a r g e  i n t a n g i b l e  bene f i t s  can not  be based on the  ana lys is  o f  f i n a n c i a l  
costs and benef i ts ,  because wi thout  accounting f o r  i n t a n g i b l e  benef i ts  
the  f i nanc ia l  worth i s  l i k e l y  t o  be negative. 
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( c )  Cont r ibu t ions  made by government, whether one t ime o r  
r e c u r r e n t  pqyments under budget a1 1 oca t i  ons, o r  grants by fo re ign  
i n s t i t u t i o n s  are considered as revenues o f  the p r o j e c t  even though they 
are not generated by the  pro jec t .  



( d )  The essence o f  f i n a n c i a l  ana lys i s  i s  t he  comparison o f  
f i n a n c i a l  costs and monetary bene f i t s .  'That comparison i s  used as the  
bas is  f o r  a judgment on the  " f i n a n c i a l  worth" o f  t he  p ro jec ts ,  i.e. ! 
whether the  b e n e f i t s  j u s t i f y  the  costs. I f  the monetary bene f i t s ,  i .e., 
p r o j e c t  generated revenues have a 1 ower value than t h e  f i n a n c i a l  costs, 
a p r o j e c t  i s  n o t  f i n a n c i a l l y  v iab le ,  b u t  may s t i l l  be considered 
j u s t i f i e d  i f  i t  produces soc ia l  o r  econanic b e n e f i t s  t h a t  a re  judged 
s u f f i c i e n t  t o  compensate f o r  the costs. Although t h a t  judgment i s  
beyond t h e  scope o f  f i n a n c i a l  ana lys i s  , sane a n a l y t i c a l  techniques based 
on l e a s t  cos t  c a l c u l a t i o n s  discussed i n  Sect ion 4 be1 ow are  app l i cab le  
( a l s o  see Ch. 2, " P r i n c i p l e s  o f  P r o j e c t  Econanic Analysis,"  A.I.D. 
Manual f o r  P r o j e c t  Economic Analys is ,  1987). 
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(e )  Since a l l  costs and b e n e f i t s  genera l l y  accrue over t ime i n  
d i f f e r e n t  magnitudes, appropr ia te  d iscount ing  i s  needed t o  reduce the 
f u t u r e  stream o f  cos ts  and b e n e f i t s  t o  a canmon denaninator,  t h e  present  
va l  ue equi val  ent .  The c a l c u l a t i o n  i s  sirnply the inverse o f  compounding 
i n t e r e s t .  Rather than c a l c u l a t i n g  how much an investment w i l l  be worth 
i n  a c e r t a i n  number o f  years i f  the i n t e r e s t  i s  added each y e a r  t o  the  
p r i n c i p a l  , d iscount ing  s t a r t s  w i t h  the  f u t u r e  value and a r r i v e s  a t  the  
present  value by app ly ing  the d iscount  f a c t o r  successively  ( f o r  a more 

u d e t a i l e d  explanat ion,  see Ch. 2, Sect ions 9.1, "Discount Rate," and 
10.2, "Discounted Measures," A. I .D. Manual f o r  P r o j e c t  Economic 
Analysis,  1987). Laborious c a l c u l a t i o n s  by hand can be avoided by us ing  
mars o r  computers t h a t  are capable o f  o r  are progra~iimed t o  
f a c i l i t a t e  t h i s  computation. 

3.3 Data Used i n  F inanc ia l  Analys is  
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The major sources o f  data used i n  f i n a n c i a l  ana lys i s  are est imates 
o f  costs and revenues, pro forma f i n a n c i a l  statements and the f i n a n c i a l  
plan. 

Revenue Estimates 

Effective Date 

Dec. 7, 1987 

I n  ana lyz ing  f u t u r e  operat ions o f  an e n t i t y ,  revenue 
est imates are  necessary i n  a d d i t i o n  t o  est imates o f  the  c o s t  o f  
operat ions. Two f a c t o r s  -- the  number o f  u n i t s  of outputs s o l d  and the  
p r i c e  l i k e l y  t o  be obtained per  u n i t  -- must be assessed f o r  determin ing 
the  volume o f  revenues. I n  most cases, both f a c t o r s  are examined i n  a 
market study prepared before the d e t a i l e d  p r o j e c t  design i s  i n i t i a t e d .  
With regard t o  p r ices ,  "high" "low" and "probable" l e v e l s  a re  u s u a l l y  
determined as one o f  the va r iab les  t o  be considered i n  s e n s i t i v i t y  
t es t s .  (See paragraph 5.2.7 on t h a t  sub jec t . )  I n  p r o j e c t i n g  revenues, 
n o t  only  the probable sales p r i c e  and u l t i m a t e  p l a n t  capac i ty  must be 

Page No. 
3D-7 



considered, b u t  a1 so the bui ld-up o f  p roduct ion  from p l a n t  s ta r t -up  t o  
f u l l  product ion. New operat ions usua l l y  r e q u i r e  the  c o r r e c t i o n  o f  f laws 
i n  equi pment o r  opera t ing  p rac t i ces  and the t r a i n i n g  on the  j o b  o f  
opera t ing  personnel, a  process o f t e n  described as the  " l ea rn ing  curve." 
Reasonable est imates must, therefore,  be made o f  the t ime needed before 
both personnel and equipment f u n c t i o n  a t  the  expected u l t i m a t e  l e v e l  o f  
e f f i c i e n c y .  Depending on the  complexity o f  the operqt ion, several years 
may be requ i red  before ou tput  a t  f u l l  capac i ty  can be achieved. Such 
gradual increase i n  saleable outputs must be r e f l e c t e d  i n  revenue 
est imates. 

AID HANDBOOK 3,  App. 3D 
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The prepara t ion  o f  revenue est imates w i l l  i n  many cases be more 
d i f f  i c u l  t f o r  non-commercial l y  operated p r o j e c t s  because revenues w i l l  
o f t e n  no t  be based on market p r i ces  b u t  on admin i s t ra t i ve  dec is ions  by 
the  implementing agency. Fees t o  be charged f o r  medical services, f o r  
example, w i l l  r a r e l y  be adequate t o  cover costs. The l e v e l  o f  such fees 
w i l l  r a t h e r  depend on a judgnent o f  an amount which the  users can a f f o r d  
t o  pay, b u t  which w i l l  n o t  de ter  p o t e n t i a l  users t o  take advantage o f  
the services. I n  such cases, the  p re l im ina ry  r e s u l t s  o f  an ana lys i s  
based on a t e n t a t i v e  sca le  o f  fees w i l l  u s u a l l y  have t o  be reviewed 
du r ing  p r o j e c t  development and one o r  more analyses performed based on 
d i f f e r e n t  assumptions. 

3.3.2 Cost Est imates 

E f f e c t i v e  Date 

Dec. 7, 1987 

(a )  I n  the  ana lys is  o f  any p ro jec t ,  d e t a i l e d  and 
r e l i a b l e  cos t  est imates are the  key sources o f  f i n a n c i a l  data. For  
commercially operated pro jec ts ,  the  data are used i n  the prepara t ion  o f  

r o  forma f i n a n c i a l  statements (Income Statement, Balance Sheet, and !!+ our-nd Uses o f  Funds Statement 1 ; i n  non-commercial l y  operated 
p ro jec ts ,  they prov ide impor tan t  i n fo rma t ion  f o r  a1 t e r n a t i v e  designs and 
cash f l o w  pro jec t ions .  Cost est imates are discussed i n  Appendix 3B, 
Handbook 3. Only a few aspects o f  cos t  es t ima t ing  are, there fore ,  
discussed here t o  h i  ghl i g h t  i t s  importance f o r  f i n a n c i a l  analys is .  
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( b )  Frequently,  the  term " cos t  est imates"  i s  r e l a t e d  
on ly  t o  c a p i t a l  expenditures, i .e., t o  the c o s t  o f  p l a n t  and equi pment 
needed t o  implement a p ro jec t .  However, opera t ing  expenses such as 
1 abor, s e l l  i n g  and admi n i  s t r a t i  ve expenses should be i ncl uded. I n  
add i t ion ,  the c o s t  o f  expendable suppl ies, such as raw mater ia l  s, spare 
par ts ,  energy and power, and maintenance supp l ies  must be est imated t o  
prov ide a basis f o r  p r o j e c t i n g  the r e c u r r e n t  cost,  i.e., the  c o s t  o f  
operat ions. 



( c )  Physical  and i n f l  a t i o n  cont ingencies should be 
es t imated separate ly .  This  i s  necessary t o  assess the  e f f e c t  o f  c o s t  
overrl lns on the  v i a b i l i t y  o f  a p r o j e c t  due t o  underest imat ing q u a n t i t i e s  
o f  work u n i t s ,  l a b o r  o r  ma te r i a l  inputs ,  t o  examining the e f f e c t  o f  
d i f f e r e n t  i n f l  a t i o n  ra tes  on cons t ruc t i on  costs, o r  t o  e l i m i n a t i n g  the  
e f f e c t  o f  i n f l a t i o n  f o r  some a n a l y t i c a l  purposes (e. g. , when "constant"  
p r i c e s  are  used i n  c a l c u l a t i n g  t h e  f i n a n c i a l  r a t e  o f  r e t u r n ) .  Any cos t  
est imate shoul d, there fore ,  i n c l  ude separate amounts f o r  physical  
cont ingencies and p r i c e  esca la t ion ,  based on considerat ions which should 
be expla ined i n  the P r o j e c t  Paper. 
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( d )  I n  t h e  ana lys i s  o f  commercially operated p ro jec ts ,  
i t  i s  o f t e n  assumed t h a t  i n f l a t i o n  w i l l  a f f e c t  t he  sales pr ices ,  i.e., 
revenues, t o  the  same degree t h a t  i t  a f fec ts  i n p u t  p r i c e s  (e. g., 1  abor 
and mater i  a1 s )  , i .e., opera t ing  costs. If, however, revenues and cos ts  
are l i k e l y  t o  change a t  d i f f e r e n t  rates,  " cu r ren t "  p r i c e  data r e f l e c t i n g  
d i f f e r e n t  p r i c e  e s c a l a t i o n  r a t e s  are used on each major  component o f  
revenues and costs. 

( e )  To complete the  c o s t  est imates, two expendi ture 
i terns, working c a p i t a l  and i n t e r e s t  pqyment du r ing  the  cons t ruc t i on  
period, must be considered: 

(1 ) S u f f i c i e n t  funds must be made a v a i l a b l e  t o  
permi t  t h e  e n t i t y  t o  meet i t s  pqy ro l l  and o the r  a d m i n i s t r a t i v e  expenses 
dur ing  the cons t ruc t i on  pe r iod  and t o  cover any gap i n  the  t i m i n g  o f  
expendi tures and r e c e i p t s  o f  revenues du r ing  the  opera t ing  period, i.e., 
the  t ime between the  pqyment f o r  raw m a t e r i a l s  and serv ices  and the  
r e c e i p t s  o f  t h e  sa les  o f  goods and serv ices.  Such funds are known as 
"working c a p i t a l .  " 
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( 2 )  Even though t h e  terms o f  long-tern1 loans 
u s u a l l y  inc lude a "grace period",  i.e., a  c e r t a i n  number o f  years  du r ing  
which no pqyments o f  p r i n c i p a l  have t o  be made, the  borrowing e n t i t y  
normal ly has t o  pqy i n t e r e s t  (and where appl i c a b l e  commitment fees)  
du r ing  the  cons t ruc t i on  period, when a newly c rea ted e n t i t y  does no t  y e t  
generate revenues. One wqy t o  o f f s e t  such c u r r e n t  pqyments i s  t o  
" c a p i t a l i z e "  i n t e r e s t  du r ing  a c e r t a i n  l i m i t e d  period, i.e, t o  add the  
amounts due as i n t e r e s t  t o  t he  p r i n c i p a l  o f  the loan. 

Effective Date 

Dec. 7, 1987 

F inanc ia l  Statements 

( a )  F inanc ia l  statements r e f l e c t  e i t h e r  pas t  performance 
o f  an en te rp r i se  o r  p ro jec t i ons  o f  f u t u r e  performance. I n  t he  l a t t e r  
case they are charac ter ized as "pro  forma" statements. I f  a p r o j e c t  i s  



c a r r i e d  o u t  by an e x i s t i n g  en terpr ise ,  i t s  perfomiance du r ing  the  
immediate past, usua l l y  the l a s t  th ree  years,  i s  a good source o f  
i nformat i  on on costs, c a p i t a l  s t ruc tu re ,  management e f f i c i e n c y  and o ther  
data used i n  the analys is .  Statements obta ined should have been aud i ted  
and be accompanied by the  ex terna l  aud i to rs  ' opi  n i  on. For  co rpo ra t i  ons, 
the statements, together  w i t h  notes and the aud i to rs  ' commments, are 
u s u a l l y  provided i n  Annual Reports t o  stockholders. Pro forma 
statements must i n  most cases be prepared by a f i n a n c m  -st who 
uses c o s t  and revenue est imates and t h e  proposed c a p i t a l i z a t i o n  as we l l  
as h i s t o r i c a l  f i n a n c i a l  statements, i f  any, as the  bas is  o f  p ro jec t i ons .  

I f  there  i s  any reason t o  quest ion the  r e l i a b i l i t y  o f  h i s t o r i c a l  
f i n a n c i a l  statements, e. g., because the aud i to rs  ' c e r t i f i c a t i o n  r a i s e s  
doubts, competent i ndependent accountants shoul d be asked t o  rev iew the  
e n t i t y ' s  books. 

AID HANDBOOK 3, App. 3D 

( b )  As commonly r e f e r r e d  to ,  "F inanc ia l  Statements" 
i nc lude  th ree  se ts  o f  f i g u r e s  r e f l e c t i n g ,  respect ive ly ,  the 
p r o f i t a b i l i t y ,  the l i q u i d i t y  and the " f i n a n c i a l  p o s i t i o n "  o f  the  
en te rp r i se ,  as discussed be1 ow. 
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(1  ) The Inconie Statement (a l so  r e f e r r e d  t o  as 
"Statement o f  Earnings" o r  " P r o f i t  and Loss Statement") shows a l i s t i n g  
by category o f  revenues rece ived and expendi tures made du r ing  the  
r e p o r t i n g  period. ( I n  Annual Reports, the  corresponding f i g u r e s  f o r  one 
o r  more years preceding the r e p o r t i n g  pe r iod  are u s u a l l y  shown f o r  
comparison purposes. ) I n  a d d i t i o n  t o  expenditures, non-cash charges t o  
income, such as depreciat ion,  amort izat ion,  de fer red  taxes, are a l s o  
shown. The excess ( o r  s h o r t f a l l  ) o f  revenues over expenditures 
i n c l  uding non-cash charges i s  the  p r o f i t  ( o r  1 oss). The Incane 
Statement thus i n d i c a t e s  the  p r o f  i t a b i l  i t y  o f  the e n t i t y  ' s  operat ions. 

E f f e c t i v e  Date 

Dec. 7, 1987 

( 2 )  The Balance Sheet ( o r  "Statement o f  F inanc ia l  
P o s i t i o n " )  shows the e n t i t y ' s  assets and l i a b i l i t i e s .  Assets are  
sometimes d i v ided  i n t o  "current ,  " " f i x e d "  and "other"  assets. Cur ren t  
assets are those which are cash o r  a re  expected t o  be converted t o  cash 
w i t h i n  one year. F ixed assets i nc lude  land, b u i l d i n g s  and equipment 
w i t h  a serv ice  l i f e  exceeding one year;  the sum o f  "annual charges" f o r  
f i x e d  assets t h a t  are used up over a l onge r  per iod  o f  tinie, are shown i n  
the  balance sheet as a separate e n t r y  headed "accumul ated deprec ia t ion"  
and deducted from the  o r i g i n a l  va lue o f  the assets. (Note: 1 and i s  n o t  
depreciated.) 'The c o s t  of o the r  long- temi  assets, such as research and 
development costs o r  the c o s t  o f  ou ts ide  engineer ing serv ices,  t h a t  may 
be c l a s s i f i e d  as "o ther "  assets a re  usual l y  "amortized" r a t h e r  than 
"depreciated".  The t o t a l  o f  annual amor t i za t i on  charges i s  shown 



separate ly  o r  r e f l e c t e d  i n  the balance sheet. L i a b i l i t i e s ,  s i m i l a r l y ,  
a re  d i v i d e d  i n t o  c u r r e n t  and 1 ong-term -- cu r ren t  1 i a b i l  i t i e s  being 
those which are expected t o  be disbursed w i t h i n  one year .  Added t o  
l i a b i l i t i e s  i s  the stockholders equ i t y ,  which inc ludes  the  value o f  t he  
stock and re ta ined earnings, i.e., p r o f i t s  no t  d i s t r i b u t e d  t o  
s tockholders i n  the  form o f  dividends. The t o t a l  o f  l i a b i l i t i e s  and 
e q u i t y  equals the t o t a l  o f  assets, so t h a t  the two s ides  o f  the 
statement are always " i n  balance"; hence the term "balance sheet." 
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(3 )  The t h i r d  type o f  statement i s  the "Statement 
o f  Sources and Uses o f  Funds" o r  "Changes i n  Condi t ion" .  Data from both 
the Income Stateinent and the Balance Sheet are used t o  c o n s t r u c t  the 
Sources and Uses o f  Funds Statement. The Statement shows where the 
funds come from and f o r  what purposes they were used. Non-cash i tems 
are  disregarded i n  the Statement. The major ca tegor ies  o f  Sources o f  
Funds a re  the e n t i t y ' s  operat ions ( i n t e r n a l l y  generated funds)  and 
ex terna l  f inancing, such as loans. "Uses o f  funds" do no t  i n c l u d e  funds 
used f o r  operat ions (because they have a l ready been accounted f o r  by 
us ing  n e t  income as a source o f  funds). Uses o f  funds m a y  i n c l u d e  
increases i n  Working Cap i ta l  ( c u r r e n t  assets l e s s  c u r r e n t  1 i a b i l  i t i e s ) ,  
investments i n  p l a n t  and equipment, outs ide investments, d i  vidends p a i d  
t o  stockholders, debt serv ices,  e t c .  

3.3.4 F inanc ia l  P lan  
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F inanc ia l  p lann ing  i s  described i n  Sect ion  B o f  Appendix 
3B, Ilandbook 3. A f i n a n c i a l  p lan  i s  needed not  on l y  f o r  nego t i a t i ons  
w i t h  the Borrowr/Grantee (B/G) and possib ly  o ther  donors on the  amount 
and t i ~ n i  ng o f  c o n t r i b u t i  ons k o  the  p r o j ~  t by a1 1 p a r t i e s  i n v o l  ved, bu t  
a1 so t o  analyze the adequacy o f  proposed arrangements f o r  t he  t i m e l y  
execut ion  o f  the p r o j e c t  and f o r  t he  p r o j e c t i o n  o f  the cash f l o w  du r ing  
the implementation period. The f i n a n c i a l  p lan  has imp1 i c a t i o n s  f o r  the 
cash f l ow  dur ing the c o n s t r u c t i o n  o f  the  p r o j e c t  and f o r  the  
p r o f i t a b i l i t y  and the cash f low,  i n  p a r t i c u l a r  the  adequacy o f  cash f l ow  
f o r d e b t  service, du r ing  the opera t ing  period. These i m p l f c a t i o n s m u s t  
be examined throughout the p r o j e c t  development phase. I f  t h i s  i s  n o t  
done, implementation may be delayed o r  debt serv ice  and o ther  problems 
m a y  a r i s e  i n  the operat ing per iod.  

4.0 ANALYSIS OF NON-COMMERC IALLY OPERATED PROJECTS 

E f f e c t i v e  Date 

Dec. 7, 1987 

4.1 Scope o f  Analys is  
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Many A . I . D .  pro jec ts  are aimed a t  and designed f o r  improving 
soci  o-econanic i n f r a s t r u c t u r e  of the country. P ro jec ts  i n  educat ion,  
heal th,  f a n i l y  planning and even i n  a g r i c u l t u r e  (5.9. research and 



extension)  o f ten  do not  generate any revenues or, i f  any, i n s u f f i c i e n t  
revenues t o  cover the costs of the  pro jects.  F inanc ia l  j u s t i f i c a t i o n  o f  
such pro jec ts  i n  the t r a d i t i o n a l  f i n a n c i a l  i n t e r n a l  r a t e  o f  r e t u r n  
(FIRR) terms i s  not  poss ib le  and i s  unnecessary. The r o l e  o f  t he  
f i n a n c i a l  analyst,  however, i s  t o  demonstrate t h a t  the selected p r o j e c t  
w i l l  achieve the  s ta ted  ob jec t ives  a t  the l e a s t  cos t  possib le and t o  
determine whether s u f f i c i e n t  resources w i l l  be made a v a i l  able t o  cover 
i t s  costs i n  a  t ime ly  manner. 

For  non-commercially operated pro jects,  cos t  e f fec t iveness and recu r ren t  
c o s t  analyses can be u t i l i z e d  t o  demonstrate e f f i c i e n c y  o f  a  p r o j e c t  
design. The former analyzes the cos t  s t r u c t u r e  o f  the pro jec t ,  wh i le  
the  l a t t e r  examines whether o r  not adequate funds w i l l  be made ava i l ab le  
a t  the t ime they are needed. 
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4.2 Cost Ef fect iveness Analys is  

(a )  Cost-ef fect iveness ana lys is  (CEA) i s  an approach t o  p r o j e c t  
appraisal  i n  which p r o j e c t  bene f i t s  o r  costs are i d e n t i f i e d ,  b u t  only 
the costs are monetized. Un l ike  the procedures used i n  the t r a d i t i o n a l  
cost-benefi  t analys is ,  no attempt i s  made t o  place a  monetary est imate 
on p r o j e c t  benef i ts ,  because p r o j e c t  bene f i t s  are d i f f i c u l t  or  
impossible t o  quant i fy  (e.g., improved aes the t i c  cond i t ions  from a 
prograln f o r  the preservat ion  o f  nat ional  parks o r  changes i n  1  i f e t i m e  
earnings from an educational devel opment p r o j e c t )  o r  d i f f i c u l t  t o  
express i n  monetary terms (e. g., hea l th  e f f e c t s  from a primary h e a l t h  
care p r o j e c t  o r  a  potable water supply p ro jec t ,  improved a i r  qua1 i t y  
from a p o l l u t i o n  con t ro l  p ro jec t ,  o r  changes i n  q u a l i t y  o f  l i f e  from a 
r u r a l  e l e c t r i f i c a t i o n  p ro jec t ) .  

Effective Date 
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( b )  CEA i s  p a r t i c u l a r l y  usefu l  where b e n e f i t s  are hard t o  quan t i f y  
o r  value due t o  1  ack o f  data o r  i n s u f f i c i e n t  knowledge about cause and 
e f f e c t  re1 a t i onsh i  ps. Mary A. I .D. p ro jec ts  t h a t  deal w i t h  human 
resource devel opment i n the health, educati  on, o r  f mi l y  p l  anni ng areas 
mqy be evaluated by means o f  CEA. 

CEA can take three basic approaches: 
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- - min imiz ing  costs f o r  a  given l e v e l  o f  e f fec t i veness  (a  
form o f  l eas t - cos t  ana lys is ) ;  

- - maximizing e f fec t iveness f o r  a  given l e v e l  o f  cost;  and 

- - f i n d i n g  the  best  t rade -o f f  b e t w e n  costs and 
ef fect iveness.  



( c )  The f i r s t  approach requ i res  t h a t  t he  p r o j e c t  design team f i r s t  
e s t a b l i s h  the goal o f  the p r o j e c t  and then examine d i f f e r e n t  means o f  
achiev ing t h a t  goal. It mqy be a soc ia l  goal ( increased average number 
o f  years o f  school ing f o r  c h i l d r e n ) ,  a hea l th  goal (reduced i n f a n t  
m o r t a l i t y  r a t e ) ,  o r  an envi  ronnental goal ( reduct ion  o f  water  o r  a i r  
p o l l u t i o n  by a c e r t a i n  amount). 
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( d )  The second approach assumes t h a t  a predetermined l e v e l  o f  
funding i s  a v a i l a b l e  i n  a c e r t a i n  area (e.g., c h i l d  h e a l t h  care) ;  the 
ana lys t  then exanines the  consequences o f  a l t e r n a t i v e  wqys o f  us ing  the  
money. I n  the  case o f  c h i l d  h e a l t h  care these could inc lude 
supplementary feed i  ng, o ra l  rehyd ra t i  on programs, t r a i  n i  ng o f  nurses o r  
expanded maternal and c h i l d  hea l th  (MCH) f a c i l  i t i e s .  The ana lys i s  then 
es t i~ i i a tes  the e f fec t iveness o f  each a l t e r n a t i v e  i n  improving c h i l d  
hea l th  care, evaluated by some measures such as the  i n f a n t  morta l  i t y  
r a t e  o r  weight by height .  

(e ) The t h i r d  approach combi nes elements o f  the f i r s t  two. The 
ana lys t  considers a number o f  goal s, exanines the  d i f fe rences i n  the 
cos t  o f  achiev ing them, and then decides which goal seems most 
reasonable consider ing the costs i n v o l  ved. The s imples t  and most common 
technique used i s  t o  compute the average cos t  per  u n i t  o f  outputs f o r  
var ious design options, e.g., costs per s tudent  o r  per course taught  i n  
an education p ro jec t ,  o r  costs per  consu l ta t i on  o r  i nnocu la t i on  i n  a 
hea l th  pro jec t .  An unacceptably h igh  u n i t  cos t  mqy i n d i c a t e  the  need t o  
redesign the p r o j e c t  or, i f  t h a t  i s  no t  possible, t o  abandon it. It i s  
important  i n  t h i s  contex t  t o  s e l e c t  outputs d i r e c t l y  r e l a t e d  t o  the  
ob jec t ives  o f  a pro jec t .  Thus, i n  an education p r o j e c t  aimed a t  
improving i n s t r u c t i o n  methods, the  number o f  students passing an exam i s  
l i k e l y  t o  be a b e t t e r  ou tput  measure than the number o f  courses taken o r  
the  number o f  hours o f  i n s t r u c t i o n  given. 
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( f )  Ca lcu la t i on  o f  the u n i t  cos t  o f  an output  i s  simple. The 
t o t a l  annual cos t  i s  the sum o f  annual ized investment costs (i.e., the 
investment cos t  d i v ided  by the number o f  years the  assets are expected 
t o  be i n  serv ice)  and the  annual operat ing cost.  This t o t a l  i s  then 
d i v ided  by the number o f  u n i t s  o f  output  expected t o  be produced i n  a 
year  ( f o r  a more d e t a i l e d  exposi t ion,  see the  Annex, "Cost E f fec t iveness 
Analysis," A. I .D. Manual f o r  P r o j e c t  Economic Analysis, 1987). The 
average cos t  per  u n i t  methodology assumes t h a t  the  average cos t  o f  
various a l t e r n a t i v e s  under comparison i s  d i s t r i b u t e d  equa l l y  over t ime. 
However, i f  i t  i s  d i s t r i b u t e d  unequally over time, the stream o f  the  
average cos t  per  u n i t  must be discounted t o  present value us ing  the 
actual  cost-of  -capi tal ra te .  

Effective Date 
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Recurrent Cost Analysis 

( a )  Recurrent costs are defined as the operating expenditures 
needed t o  carry out the project ac t iv i t ies .  They i ncl ude wage and 
salary payments, u t i l  i ty costs, raw materi a1 purchases, maintenance and 
repair expenses, replacement costs of worn-out equipment, debt service 
payments, etc. The financial analyst must examine carefully whether or 
not suf f ic ien t  funds are made available a t  the time when they are needed 
to  cover necessary recurrent costs,  not only f o r  the l i f e  of the project 
d u r i n g  which A.I.D. provides assistance, b u t  a1 so fo r  1 a te r  years,  say 5 
years, a f t e r  A. I .D. ' s  contributions are terminated, provided tha t  the 
project ac t iv i t ies  will be financed by some other agent, such a s  the 
government (a good discussion on recurrent costs can be found i n  A.I.D. 
Pol icy Paper on Recurrent Costs, May 1982). 
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( b )  'The financial analyst should prepare: 
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-- the annual budget containing estimates of a1 1 operating 
expenditures and sources of funds to  cover these costs,  
and 
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- - an analysis examining the past recurrent cost performance 
of the government (or any other agency tha t  i s  
responsible f o r  financing the future operation of the 
project)  i n  meeting i ts  financial obl igati  ons and 

3 
examining the projection of recurrent costs 1 i kely t o  
occur in 1 a te r  project years. The recurrent cost 
performance analysis should concentrate on the government 
budget fo r  the sector i n  which the project is  being 
designed and eval uate the government's abi 1 i ty t o  
a1 1 ocate additional financial resources t o  the sector and 
the project when A.I.D. terminates i t s  financial 
contributions. 

( c )  If the annual budget and recurrent cost analyses indicate the 
existence of potential problems i n  meeting operating expenses, the 
financial analyst should prepare some or a1 1 of the following analyses 
t o  just i fy undertaking the project: 

- - modify the project design by establishing or increasing 
user fees and other revenue generating measures t o  reduce 
needed external support; 



- - analyze the p o t e n t i a l  p r o j e c t  impact on government 
revenues and expenditures. For  example, development o f  a 
new s t r a i n  o f  crop as a r e s u l t  o f  the p r o j e c t  may 
increase crop y i e l d s  which i n  t u r n  may increase 
government revenues through income, t ransact ion,  and 
expor t  taxes. The increased ne t  goverment  revenue may 
j u s t i f y  the p ro jec ted  l e v e l  o f  government support; 
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-- analyze the  p o t e n t i a l  o r  the 1 i k e l i h o o d  o f  o ther  donors 
t o  provide resources t o  the p r o j e c t  o r  i n d i r e c t l y  t o  the 
goverment  f o r  t he  purpose o f  c a r r y i n g  ou t  the  pro jec t ;  

- - provide s t rong j u s t i f i c a t i o n  f o r  A.I.D. t o  cont inue t o  
support t he  p r o j e c t  w i t h  i t s  l o c a l  currency, i f  
ava i lab le ,  even a f t e r  the  complet ion o f  the pro jec t ;  

-- analyze the causes o f  p e r s i s t e n t  recu r ren t  c o s t  problems 
and incorpora te  appropr iate p o l i c y  measures t o  address 
the  problem; and 
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- - se r ious l y  consider abandoning the p ro jec t .  

Effect ive Date 
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61.4 ( d )  Note t h a t  the annual budget must r e f l e c t  1 i k e l y  increases i n  
the cos t  o f  s a l a r i e s  and serv ices as a r e s u l t  o f  i n f l a t i o n .  I f  t h i s  i s  
no t  done, the  opera t ing  budget both f o r  the i n i t i a l  p r o j e c t  per iod  and 
f o r  subsequent years w i l l  1 i k e l y  prove u n r e a l i s t i c .  I n  o ther  words, 
budgets should be prepared i n  " cu r ren t  pr ices." 

5.0 ANALYSIS OF COMMERCIALLY OPERATED PROJECTS 

5.1 Object ives 

The ob jec t ives  o f  the f i nanc ia l  ana lys is  are to: 

L, ( a )  Estimate the  "worth" o f  the p r o j e c t  i n  f i n a n c i a l  terms 
( f i n a n c i a l  i n t e r n a l  r a t e  o f  re tu rn ) ;  

(b )  Assure t h a t  ava i l ab le  f i n a n c i a l  resources are adequate t o  
cover a l l  investment and operat ing costs l i s t e d  i n  paragraph 3.1, above; 

( c )  Assure t h a t  funds w i l l  be a v a i l  able i n  the amount and a t  the 
t ime requ i  red  (cash f l  ow ana lys is  ) ; 

(d)  Assure there  w i l l  be adequate funds t o  serv ice  debt i n c u r r e d  
f o r  f inanc ing the p r o j e c t  (debt se rv i ce  coverage) ; 



(e )  Assure t h a t  debt incur red and e q u i t y  provided by pub1 i c  o r  
p r i  vate inves tors  w i l l  be s u f f i c i e n t  t o  overcome temporary adverse 
devel opments, e. g., increased costs o r  reduced revenues due t o  
unfavorable market cond i t ions  ( cap i ta l  s t r u c t u r e  1; 

( f )  assure t h a t  p r o f i t s  w i l l  be s u f f i c i e n t  t o  a l l o w  e q u i t y  
inves tors  an adequate f i n a n c i a l  r e t u r n  on t h e i r  investment ( r e t u r n  on 
equ i t y ) ;  and 
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(g )  Estimate the ex ten t  t o  which actual  costs and resources can 
d i f f e r  from the assumpti ons made wi thout  jeopard iz ing  the v i  abi  1  i ty o f  
the p r o j e c t  ( s e n s i t i v i t y  tes ts ) .  

5.2 Methods o f  Analysis 

Effective Date 
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5.2.1 General . 'The ana lys is  o f  the data contained i n  the 
F inanc ia l  Statements as def ined above, cos t  and revenue est imates, and 
the f i n a n c i a l  p lan  inc ludes t e s t s  o f  p r o f i t a b i l i t y ,  f i n a n c i a l  c o n d i t i o n  
and adequacy o f  the  cash f low. Many o f  these t e s t s  i nvo l  ve the 
c a l c u l a t i o n  o f  c e r t a i n  r a t i o s  which must be i n t e r p r e t e d  on the  bas is  o f  
experience and informed judgment. 
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5.2.2 F inanc ia l  I n t e r n a l  Rate o f  Return (FIRR) and Net Present 
value (NPV) 

(a )  The most f requent ly  used method o f  e s t a b l i s h i n g  a  
measure f o r  a  p r o j e c t ' s  f i n a n c i a l  value i s  the  c a l c u l a t i o n  o f  t he  
"Financia l  I n te rna l  Rate o f  Return" (FIRR) . Ca lcu la t i ng  an FIRR 
i n v o l  ves ascer ta in ing  t h e  d iscount  r a t e  on which the sum o f  a1 1  annual 
ne t  cash flows, p o s i t i v e  and negative, i s  zero. The technique usua l l y  
i nvol ves several r e p e t i t i v e  cal  cul a t i  ons f o r  var i  ous d iscount  r a t e s  
u n t i l  the FIRR i s  found a t  which the  sum o f  the discounted cash f lows i s  
zero  o r  c lose t o  zero. There are, however, computer programs and 
ca lcu la to rs  which can be used t o  asce r ta in  the FIRR i n  one operat ion. 
I f -  the ca lcu la ted FIRR i s  greater  than a  predetermined acceptable r a t e  
o f  re turn ,  the p r o j e c t  would be f i n a n c i a l l y  worthwhile. 

D i f f i c u l t i e s  ar ise ,  however, when the  net  cash f l o w  a l te rna tes  i n  s ign  
(negative t o  p o s i t i v e  t o  negative, etc. ) more than once. This cou ld  
r e s u l t  i n  more than one FIRR f o r  the  p ro jec t .  A1 so, FIRR w i l l  no t  e x i s t  
i f  the n e t  cash f l o w  i s  e i t h e r  un i fo rmly  p o s i t i v e  o r  negative. 

(b )  A l t e r n a t i v e l y ,  the  n e t  present value (NPV) o f  the 
cos t  and b e n e f i t  streams can be ca l cu la ted  us ing  a  d iscount  r a t e  
determined i n  advance t o  represent the  actual cos t  o f  c a p i t a l .  I f  the  
value o f  the discounted annual n e t  cash f l o w  i s  g reater  than zero, the 



p r o j e c t  i s  f i n a n c i a l  l y  acceptable. For  commercial l y  operated p ro jec ts ,  
the FIRR i s  the one favored by A.I.D. p r i m a r i l y  because i t  i s  more 
r e a d i l y  understood by the en t repreneur ia l  cmmuni ty ( f o r  a more d e t a i l e d  
explanat ion,  see Ch. 2, Sect ion 10.2, "Discounted Measures," A. I .D. 
Manual f o r  P r o j e c t  Economic Analysis,  1987). 

5.2.3 P r o f  i t a b i l  i t y  
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(a)  Net p r o f i t  i s  the excess o f  revenues over a1 1 costs, 
i n c l  uding product ion  costs, several types o f  admin i s t ra t i ve  (overhead) 
costs (e. g., sa les and the catch-a1 1 category o f  costs c a l l e d  "General 
and Admin i s t ra t i ve "  (G&A) expenses 1, impor t  dut ies,  taxes, the 
annual ized c o s t  o f  investments (dep rec ia t i on  and amor t i za t i on )  and 
i n t e r e s t  on debt. Repqyment o f  l o a n  p r i n c i p a l  i s  no t  considered as a 
c o s t  and n o t  shown i n  the Income Statement. Since loans are used t o  
f inance c a p i t a l  ( investment)  costs,  and s ince deprec ia t ion  and 
amor t i za t i on  charges r e f l e c t  the annual ized c o s t  o f  investment, 
cons ider ing  p r i n c i p a l  repqyments as a c o s t  would be double-counting. 
P r i n c i p a l  repqyments are made out  o f  n e t  p r o f  i t s  ( a f t e r  taxes and 
r e f l e c t e d  i n  t he  balance sheet as a reduc t i on  o f  debt and i n  the cash 
f l o w  statements as a use o f  funds. 
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(b )  The most usefu l  measures o f  a p r o j e c t ' s  
p r o f i t a b i l i t y  are the  FIRR and NPV, descr ibed i n  paragraph 5.2.2, 
because (1 they take i n t o  account the  t ime when expenses are pa id  and 
revenues received, and ( 2 )  they encompass an extended pe r iod  o f  t ime, 
r e f l e c t i n g  the e f f i c i e n c y  o f  operat ions beyond the  annual p r o f i t  and 
1 oss statements. 
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( c )  I n  add i t i on ,  several  r a t i o s  can be ca l cu la ted  as 
i n d i c a t o r s  o f  the o v e r a l l  e f f i c i e n c y  w i t h  which funds are used. 'The two 
most s i g n i f i c a n t  measures o f  e f f i c i e n c y  are the r a t i o  o f  

- - annual ne t  p r o f i t  t o  sales; 

- - annual n e t  p r o f  i t  t o  t o t a l  assets; 

- - annual n e t  p r o f i t  t o  equ i t y ;  and 

- - annual n e t  p r o f i t  t o  c a p i t a l i z a t i o n .  A 

To detennine the  s ign i f i cance  o f  the r a t i o s  i t  i s  necessary t o  compare 
them f o r  a reasonable p e r i o d  o f  t ime w i t h  those establ  i shed f o r  s i m i l a r  
en terpr ises ,  us ing  the a n a l y s t ' s  experience and reference data. I n  such 
comparisons, 1 ocal cond i t i ons  must, however, be taken i n t o  account, such 
as excep t i ona l l y  h i g h  l a b o r  costs o r  unusual ly  h igh  investment expenses 
due to ,  e. g. , the necessi ty t o  cons t ruc t  housi ng f o r  empl oyees. 



L i q u i d i t y  

( a )  The ob jec t i ve  o f  l i q u i d i t y  analyses i s  t o  asce r ta in  
whether a l l  the  expenses expected t o  be i ncu r red  i n  one yea r  are covered 
by r e c e i p t s  w i t h  a s u f f i c i e n t  margin t o  prevent  unexpected cash f l o w  
problems. 
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( b )  Several r a t i o s  are used t o  p u t  the  p ro jec ted  
l i q u i d i t y  of a p r o j e c t  i n  perspect ive. The c u r r e n t  r a t i o ,  computed by 
d i v i d i n g  cu r ren t  assets by c u r r e n t  1 i a b i ' l i t i e s  (as shown on the  balance 
sheet) ,  i s  a measure o f  shor t - term l i q u i d i t y  s ince "cur ren t "  means one 
yea r  o r  less .  Current  assets cons i s t  p r i n c i p a l l y  o f  cash, marketable 
s e c u r i t i e s ,  accounts rece ivab le  and i nven to r i es .  Cur ren t  l i a b i ' l  i t i e s  
i ncl  ude such expendi tures as taxes, repqyment o f  shor t - term 1 oans, 
accounts pqyable and i n s t a l  lments o f  p r i n c i p a l  o f  long-term 1 oans 
pqyable w i t h i n  one year, If the r a t i o  i s  l e s s  than 1 .O, assets are 
i n s u f f i c i e n t  t o  cover l i a b i l i t i e s .  Only a r a t i o  h igher  than 1.0 i s ,  
there fore ,  acceptable. 

( c )  A v a r i a t i o n  o f  the c u r r e n t  r a t i o  i s  t he  "quick"  ( o r  
"ac id  t e s t " )  r a t i o .  I n  computing it, i n v e n t o r i e s  (bo th  o f  manufactured 
goods and o f  raw m a t e r i a l s  and o ther  supp l i es )  are deducted from c u r r e n t  
assets and the r e s u l t  d i v i d e d  by c u r r e n t  l i a b i l i t i e s .  Th is  i s  a more 
s t r i n g e n t  t e s t  than the c u r r e n t  r a t i o ;  i t  i s  based on the  cons ide ra t i on  
t h a t  i t  mqy not  be poss ib le  t o  l i q u i d a t e  i n v e n t o r i e s  by sa le  q u i c k l y  
enough o r  t o  ob ta in  p r i c e s  equal t o  o r  near book value. General ly,  the 
qu ick  r a t i o  i s  expected t o  be a t  l e a s t  1.0 b u t  a r a t i o  s l i g h t l y  l e s s  
than 1.0 i s  sometimes acceptable, e.g., if there  i s  normal ly a ready 
market f o r  a l l  o r  most o f  t he  inventor ies .  

E f f e c t i v e  Date 
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(d )  For  a1 1 p r o j e c t s  f inanced i n  p a r t  w i t h  1 oans f o r  
which the  p r o j e c t  i s  p r i m a r i l y  responsible, t he  "debt serv ice  coverage" 
i s  u s u a l l y  computed t o  ensure t h a t  the  terms o f  loans are compatible 
w i t h  the  expected cash flow. The debt  se rv i ce  coverage r a t i o  i s  
computed by d i v i d i n g  the  amount o f  "sources o f  funds" o r  " funds 
a v a i l  ab le"  as shown i n  the  cash f l o w  statement, by the  debt se rv i ce  
requirement i n  t h a t  year.  ("Debt Serv ice"  inc ludes  both  i n t e r e s t  and 
p r i n c i p a l  pqyments ca l cu la ted  on the  basis  o f  s p e c i f i c  l o a n  terms.) 
Thus, the computation o f  the debt  se rv i ce  r a t i o  does n o t  take i n t o  
account poss ib le  cumul a t i v e  cash balances; ra the r ,  i t  r e f l e c t s  the  
r e l a t i o n s h i p  between cash i n f l o w s  i n  one y e a r  and the corresponding debt 
se rv i ce  requirements. It i s  a ma t te r  of judgment whether an inadequate 
debt se rv i ce  coverage i n  one yea r  can be accepted i f  cumulat ive 
balances, i n  a d d i t i o n  t o  cash generat ion i n  t h a t  year,  are a v a i l  able. 
The adequacy o f  the r a t i o  must, i n  arly event, be judged w i t h  
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cons idera t ion  o f  the s i z e  o f  cash out f lows o ther  than debt serv ice .  The 
h igher  such o the r  outf lows are r e l a t i v e  t o  debt serv ice,  the  h ighe r  an 
acceptable debt se rv i ce  coverage would have t o  be. A r a t i o  o f  1.5 i s  
f requen t l y  used as a measure o f  adequate coverage. 

5.2.5 Leverage 
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( a )  "Leverage" i s  the  e f f e c t  o f  debt on the  
p r o f i t a b i l i t y  o f  an e q u i t y  investment. The use o f  debt  f i n a n c i n g  makes 
the e q u i t y  prov ided by the p r o j e c t ' s  owners more e f f e c t i v e .  On the  o ther  
hand, too  much debt, o r  debt i ncu r red  a t  inappropr ia te  terms, can 
endanger the  f i n a n c i a l  v i a b i l i t y  o f  a p r o j e c t  because debt  se rv i ce  cou ld  
requ i re  too  h igh  a p ropo r t i on  o f  t he  funds remaining a f t e r  t he  payment 
o f  p roduct ion  expenses. 

( b )  O f  the several r a t i o s  devised t o  measure the e f f e c t  
o f  debt  on the  f i n a n c i a l  s t a b i l i t y  o f  a p ro jec t ,  t he  debt /equ i ty  r a t i o  
i s  t he  one commonly used by development f i nanc ing  i n s t i t u t i o n s .  It 
measures the re1 a t i onsh ip  between debt  and e q u i t y  used i n  f i n a n c i n g  the  
investment. The r a t i o  can be expressed i n  two wqys: e i t h e r  by computing 
the  percentage which debt  and equ i t y ,  respec t i ve l y ,  c o n s t i t u t e  o f  the 

u t o t a l  investment; o r  by d i v i d i n g  the  amount o f  debt by the amount of 
equ i ty .  Thus, i f  t h e  amounts o f  debt  and e q u i t y  are equal, the  
r e l a t i o n s h i p  can be s t a t e d  e i t h e r  as 50:50 o r  as 1 .O. D i v i d i n g  debts by 
e q u i t y  i s  t he  p re fe r red  method. I n  conlputing the r a t i  o, normal ly on ly  
long-term debt  i s  considered ( a f t e r  deduct ing the c u r r e n t  y e a r  debt 
pqyment); shor t - term loans (up t o  a term of one yea r )  are commonly no t  
considered i n  computing the r a t i o  f o r  development p r o j e c t s  because they 
do not  a f f e c t  the  long-term s t a b i l i t y  of the  p ro jec t .  A w  cash problem 
which they mqy cause i n  one yea r  would be discovered by ana lyz ing  the 
cash flow. 
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( c )  I n  some s i t u a t i o n s ,  i t  i s  advisable t o  consider  
shor t - term as we l l  as long-term debt  i n  computing the  debt /equi ty  

b r a t i o .  Th i s  would be the case i f  a subs tan t i a l  p a r t  o f  the f i x e d  assets 
o r  working c a p i t a l  i s  t o  be f inanced w i t h  ove rd ra f t s  o r  o ther  forms o f  
short- term debt, as i s  customary i n  developing countr ies.  Any 
t i g h t e n i n g  o f  such c r e d i t  as the r e s u l t  o f  changes i n  a goverrment 
monetary p o l i c i e s  cou ld  make i t  d i f f i c u l t  f o r  an en te rp r i se  t o  r o l l  over 
shor t - term loans and thus se r ious l y  endanger i t s  l i q u i d i t y  s i t ua t i on .  

E f f e c t i v e  Date 

Dec. 7, 1987 

(d )  The debt se rv i ce  coverage r a t i o ,  discussed above as 
a measure o f  l i q u i d i t y ,  can a l s o  be used t o  assess the  m e r i t s  o f  the  
proposed leverage. I f  a s a t i s f a c t o r y  r a t i o  i s  achieved, the  leverage i s  
no t  too high; i f  the  r a t i o  i s  lower than considered sa fe  f o r  the  
s t a b i l i t y  o f  the en terpr ise ,  the amount of debt t o  be i ncu r red  i s  t o o  
h igh  o r  the  l o a n  terms are too  onerous. 

t. 



5.2.6 Other Ratios 

A number o f  o ther  r a t i o s  have been developed t o  analyze 
the  f i n a n c i a l  performance o f  a p ro jec t ;  they are sometimes c o l l  e c t i v e l y  
r e f e r r e d  t o  as " a c t i v i t y  ra t i os . "  These r a t i o s  are general ly  l e s s  
s i g n i f i c a n t  f o r  the  ana lys is  o f  devel opment p ro jec ts  because they cannot 
be i n te rp re ted  w i thout  r e f e r r i n g  t o  i ndus t ry  standards v a l i d  f o r  the 
country i n  which the p r o j e c t  i s  located. Among such r a t i o s  are those 
measuring " inventory turnover"  (annual sales d i v ided  by average 
inventory) .  For p ro jec ts  expected t o  s e l l  on c r e d i t ,  the "average 
c o l l e c t i o n  per iod"  may, however, be s i g n i f i c a n t  i f  h i s t o r i c a l  data e x i s t  
t h a t  permi t  a cornparison o f  the  actual experience w i t h  the  terms under 
which sales are made. The per iod  i s  computed by determining average 
d a i l y  sales (annual sales d i v ided  by 365) and then d i v i d i n g  accounts 
receivables by d a i l y  sales. The r e s u l t  represents the number o f  days 
needed on the average t o  r e a l i z e  cash a f t e r  a sale i s  made. 
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5.2.7 S e n s i t i v i t y  Tests 
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Effective D a t e  
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( a )  General. Even though c o s t  est imates i n c l  ude 
a1 1 owances f o r  cont ingencies, and even though revenue est imates shoul d 
be based on d e t a i l e d  market studies, s u f f i c i e n t  unce r ta in t i es  e x i s t  i n  
most, i f  not  a l l ,  p ro jec t i ons  o r  est imates t o  warrant an examination o f  
the  e f f e c t s  o f  changes i n  some o f  the est imates and assumptions on the  
p r o f i t a b i l i t y  and f i n a n c i a l  s t a b i l i t y  o f  the p ro jec t .  Such examinations 
are termed " s e n s i t i v i t y  tests."  'The f a c t o r s  chosen f o r  examination are 
those which would have a major impact on the  f i n a n c i a l  p ro jec t ions ,  such 
as const ruc t ion  and operat ing costs, sales pr ices,  t o t a l  product ion, and 
the l eng th  o f  the cons t ruc t i on  period. Add i t iona l  f ac to rs  t h a t  might be 
considered i ncl ude those which are of s u f f i c i e n t  importance t o  warrant  
specia l  scru t iny ,  such as the  r a t e  o f  bui ld-up o f  product ion t o  design 
capaci ty  o r  f l  uc tua t i  ons i n  t r a n s p o r t a t i  on costs f o r  bul k  commodities. 
I f  any o f  these t e s t s  show t h a t  the p o t e n t i a l  impact o f  changes i n  
est imates o r  assumptions i s  such t h a t  the  p r o j e c t  may not be f i n a n c i a l l y  
v i a b l e  i f  such changes a c t u a l l y  occurred, i t  would be necessary t o  
est imate the  p r o b a b i l i t y  t h a t  a given change w i l l  occur. Such 
assessment o f  p r o b a b i l i t i e s  i s  c a l l e d  " r i s k  analys is" ;  the  method01 ogy 
used i s  not described i n  t h i s  Appendix. (See Ch. 2, Sect ion 11, 
" S e n s i t i v i t y  Analysis," and Sect ion 12, "Risk Analysis," A. I.D. Manual 
f o r  P r o j e c t  Economic Analysis, 1987). 
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( b )  Methodolo y. To t e s t  the  s e n s i t i v i t y  o f  a p r o j e c t  
t o  changes i n  a given h actor, i f f e r e n t  values o f  the  f a c t o r  are 
s u b s t i t u t e d  i n  the  o r i g i n a l  analysis. For  example, the u n i t  sa les p r i c e  
f o r  the  p r o j e c t ' s  product used i n  ca lcu l  a t i n g  the  amount o f  revenues 



shown i n  the  p ro  forma Income Statement i s  increased and decreased by 
5%, 10% and 20%. The corresponding revenue f i g u r e s  are then i n s e r t e d  i n  
the Income Statement, and the I R R  computed. It i s  obviously  a 1 aborious 
procedure t o  make repeated c a l c u l a t i o n s  by hand, bu t  i f  a computer 
program i s  ava i l ab le ,  a g reat  number o f  such changes can be computed and 
new statements p r i n t e d  ou t  i n  s h o r t  order. The same procedure can be 
app l i ed  t o  any o ther  f a c t o r  i n  f i n a n c i a l  performance which i s  t o  be 
tested. 

(LJ' 6.0 INTERMEDIATECREDIT INSTITUTIONS 

6.1 Focus o f  Analys is  
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The f i n a n c i a l  ana lys is  o f  in te rmed ia te  c r e d i t  i n s t i t u t i o n s  ( I C I ' s ) ,  
general and spec ia l i zed  developnent banks as we11 as canmercial banks 
which have s i m i l a r  l end ing  programs, i s  concerned w i t h  the  ana lys i s  o f  
the i n s t i t u t i o n  's f i n a n c i a l  operat ions r a t h e r  than w i t h  the  p r o j e c t s  
which they f inance. 

6.2 The Pol i c y  Statement 
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(a )  It i s  customary t h a t  the Board o f  D i rec to rs  o f  a development 
bahk adopts a pol i c y  statement before o r  s h o r t l y  a f t e r  the bank begins 
making loans. Pol i c y  statements u s u a l l y  describe the bank's pol i c i e s  
regarding the m a t u r i t y  o f  loans (shor t - ,  medium- o r  long- term o r  a 
combinat ion),  the sectors t o  which 1 oans are t o  be made, the  i n t e r e s t  
ra tes  t o  be charged the  bank's customers, l o a n  approval procedures, 
delegat ions o f  a u t h o r i t y  from the Board t o  the bank's o f f i c e r s ,  
c o l l e c t i o n  procedures, reserves f o r  bad debts t o  be es tab l ished,  a u d i t  
procedures and s i m i l a r  p o l i c i e s  making up the framework w i t h i n  which the 
bank expects t o  operate. The examination o f  the Pol i c y  Statement i s  
thus a good way t o  s t a r t  the assessment o f  a bank's operat ions, the 
adequacy o f  i t s  o rgan iza t i on  and o f  i t s  admin i s t ra t i ve  prac t ices .  

Ef fect iveDate  

Dec. 7 ,  1987 

( b )  I f  the I C I  p o l i c y  permits i n s i d e r  loans, i.e., loans t o  i t s  
owners, d i r e c t o r s  and o f f i c e r s ,  A.I.D. may requ i re  t h a t  the  I C I  
demonstrate t h a t  these loans are as e f f i c i e n t  a use o f  resources as 
o ther  1 oans under cons idera t i  on. I f ,  however, 1 oans t o  i n s i d e r s  h inder  
c r e d i t  from reaching A.I.D. t a r g e t  groups, A.I.D. may p r o h i b i t  such 
1 oans as a c o n d i t i o n  o f  the Agency's p a r t i c i p a t i o n  i n  the  c r e d i t  program. 

6.3 I n t e r e s t  Rate S ~ r e a d  

The d i f f e r e n c e  between the i n t e r e s t  r a t e  p a i d  on borrowings and 
t h a t  charged t o  i t s  custal lers ( the  "spread") i s  the most s i g n i f i c a n t  
source o f  the revenues earned by an I C I .  The spread must be 1 arge 



enough t o  cover the  bank's admin i s t ra t i ve  costs, pe rm i t  the  accumulat ion 
o f  reserves f o r  bad (i.e., u n c o l l e c t i b l e )  debts and o the r  purposes and, 
i f  the  bank i s  p r i v a t e l y  owned, t o  p rov ide  a r e t u r n  on the  investment 
made by i t s  stockholders. There are no absolute r u l e s  governing the  
s i ze  o f  the spread t h a t  mqy be necessary t o  prevent opera t ing  losses  and 
the consequent dep le t i on  o f  equ i ty .  The spread mqy have t o  be l a r g e r  i f  
the  bank experiences a l a r g e  nurr~ber o f  de fau l t s  by i t s  borrowers. I n  
any event, the  adequacy o f  the  spread should be judged p r i m a r i l y  i n  t he  
con tex t  o f  the bank's pas t  performance as r e f l e c t e d  i n  i t s  Income 
Statements. 

6.4 Loss E x ~ e r i e n c e  

Page No. 

3D-22 

'The "1 oss experience" i s  t he  bank's h i s t o r y  o f  uncol l e c t i b l e  loans 
on which borrowers have de fau l ted  w i t h  respect  t o  payment o f  i n t e r e s t  
and p r i n c i p a l  i n  accordance w i t h  the  terms o f  the under ly ing  l o a n  
agreements, and which have t o  be w r i t t e n  o f f  (i.e., cancel led w i thou t  
pqyment) because there  i s  1 i t t l e  o r  no prospect  t h a t  pqyment w i l l  be 
resumed. Sanetimes banks are re1 uc t a n t  t o  w r i t e  o f f  1 oans t o  avo id  t h e  
consequences f o r  t h e i r  f i n a n c i a l  statements. Under t h e i r  own p o l i c i e s ,  
and o f t e n  as requ i red  under agreements w i t h  i t s  lenders, banks ma in ta in  
records showing the "aging" o f  i t s  borrowers ' overdue pqyments. Overdue 
payments are  u s u a l l y  c l a s s i f i e d  as overdue f o r  i n t e r v a l s  o f  30 days (30, 
60 dqys, etc .  ) and such statements i n d i c a t e  the d e f a u l t  r a t e  ( t h e  r a t i o  
o f  d e f a u l t  aga ins t  outstanding loans)  f o r  any such pert  ods. I f  a 
r e l a t i v e l y  l a r g e  number o f  loans are overdue f o r  1 onger periods, i t  
shows the  need f o r  a study o f  the causes o f  t he  del inquencies, o f  which 
there  may be several.  Among them are 1 ax 1 oan approval p rac t i ces  
i n c l  uding l a c k  o r  inadequacy o f  c r e d i t  checks o r  p r o j e c t s  ana lys is ,  
inadequate c o l l e c t i o n  procedures i ncl  uding f a i l  ure t o  take l e g a l  a c t i o n  
and the  d e t e r i  o r a t i  on o f  econanic condi ti ons genera l l y  o r  i n  i ndi  v idual  
sectors o f  the economy. Such s tud ies  form the  bas is  o f  whatever a c t i o n  
the  bank may be able t o  take t o  counteract  t he  cause o r  causes o f  
de fau l ts .  
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E f f e c t i v e  Date 
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6.5 Cash Flow 
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Cash f l o w  statements f o r  prev ious years and cash f l o w  p r o j e c t i o n s  
fo r  f u t u r e  years show the  i n f l o w  o f  funds from c o l l e c t i o n s  ( i n t e r e s t  
payments and repqyments o f  p r i n c i p a l  ) and from borrowings by the  I C  I and 
the ou t f l ow  o f  funds f o r  l oan  disbursements and admin i s t ra t i ve  
expenses. Pro jec ted  cash f l o w  statements are the p r i n c i p a l  bas i s  f o r  
assess1 ng the  need f o r  addi ti onal borrow4 ngs ( o r  sometimes increases i n  
e q u i t y  funds. ) They are based on h i s t o r i c a l  data, r e f l e c t i n g  
disbursement and c o l l e c t i o n  rates,  mod i f i ed  as i n d i c a t e d  by changes i n  
the  demand f o r  1 oans due t o  changes i n  the  general economy o r  i n  
p a r t i c u l a r  sectors, by changes i n  the  l e n d i n g  pol i c i e s  o r  o ther  
devel opments. 



6.6 DebtIEquity Rat io 
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ICIs have a higher debtlequi t y  r a t i o ,  i.e., a h igher propor t ion o f  
debt, than i ndus t r i a l  o r  c m e r c i a l  enterprises. Ratios o f  20:l o r  
h igher are not  unusual. These are t yp ica l  r a t i o s  fo r  commercial banks 
t h a t  depend on deposits as sources o f  funds. Nevertheless, a s o l i d  
equ i ty  basis i s  needed as a cushion against  adverse developments. 

6.7 Other Ratios 
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There are a considerable number o f  r a t i o s  used by f i nanc ia l  
analysts i n  the assessment o f  I C I  operations. Among these are the 
r a t i o s  o f  assets t o  deposits ( i f  any), l oss  reserve t o  loans, ne t  income 
t o  t o t a l  assets, etc. Such r a t i o s  are meaningful only by comparison 
w i th  those achieved by comparable i n s t i t u t i o n s ;  t h e i r  i n t e rp re ta t i on  i s ,  
therefore, best l e f t  t o  analysts f a m i l i a r  w i th  I C I  operations. 

6.8 Foreign Exchange Risk 

E f f e c t i v e  Date 

Dec. 7, 1987 

(a )  Since the ra tes a t  which d i f f e r e n t  currencies are exchanged 
vary, sometimes substant ia l ly ,  there i s  the r i s k  t h a t  d i f f e r e n t  ra tes 
may apply a t  the t ime loans i n  fo re ign  exchange are disbursed and the 
time they are repaid. This i s  ca l led  the " fore ign exchange r i sk . "  
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(b )  While t h a t  s i t u a t i o n  ex i s t s  i n  a1 1 in te rna t iona l  lending, i t  
ra ises questions o f  equ i t y  and pol i c y  i n  lending t o  ICIs. E i the r  the 
government ( i f  the loan i s  made t o  a govermnent and r e l e n t  t o  an I C I  ), 
the I C I  o r  i t s  sub-borrowrs can be assigned the fo re ign  exchange r i s k  
and thus be responsi b l  e f o r  the maintenance o f  value o f  the fore ign 
exchange disbursed. I n  the past, the arrangements made i n  loan and 
re-loan agreements have d i f fered.  Sometimes i t  has been argued t h a t  
goverrments should bear the fo re ign  exchange r i s k  because they, a t  l e a s t  
t o  some extent, can control  o r  a f f e c t  exchange rates, as e. g. , by 
devaluing o r  revaluing t h e i r  own currency. I n  other cases, the argument 

e was accepted t h a t  the sub-borrowers, as the actual benef ic iar ies  o f  
loans, should bear the fo re ign  exchange r i s k .  F i na l l y ,  i n  ce r t a i n  
s i t ua t i ons  i t  can be argued t h a t  wide currency f l  uctuations might 
increase the sub-borrowrs '  debt service obl igat ions t o  a po in t  where 
they would cons t i tu te  a serious th rea t  t o  the sub-borrowrs ' econoniic 
surv iva l  o r  where the r i s k  might  ac t  as a deter rent  t o  borrowing., I n  
such cases assignment o f  the fo re ign  exchange r i s k  t o  the I C I  might  be 
considered. I f  t h a t  w r e  t o  be done, prudence would d i c t a te  t h a t  the 
I C I  establ i s h  a reserve f o r  currency f l  uctuations t o  which a por t ion  of 
i n t e r e s t  incane i s  assigned. I n te res t  ra tes  charged by the I C I  would 
have t o  be increased t o  permit  the establ ishnent o f  such a reserve. 'The 
addi t iona l  i n t e r e s t  would be j u s t i f i e d  as a payment t o  the I C I  i n  r e tu rn  



f o r  i t s  assuming the  f o r e i g n  exchange r i s k .  I n  pract ice,  the  s i t u a t i o n  
i n  each I C I  1  oan must be considered on i t s  mer i ts ,  t a k i n g  i n t o  account 
foreseeable changes i n  exchange rates,  the 1  i k e l  i hood o f  a  devaluat ion 
o f  the l o c a l  currency, the  f i n a n c i a l  s t a b i l i t y  o f  the customers expected 
t o  borrow from the I C I ,  t he  f i n a n c i a l  s t reng th  o f  the I C I  and the  
experience o f  i t s  management. 'The p r o j e c t  design team should s c r u t i n i z e  
care fu l  l y  a1 t e r n a t i  ve means o f  shar ing the  f o r e i g n  exchange r i s k .  

7.0 FINANCIAL COVENANTS 
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7.1 Purpose and Ef fect iveness 
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(a)  F inanc ia l  covenants are used t o  e s t a b l i s h  standards f o r  
selected aspects o f  a  borrower's f i n a n c i a l  operations. Legal ly ,  the 
breach o f  a  covenant cons t i t u tes  a  d e f a u l t  which e n t i t l e s  the  lender  t o  
r e s o r t  t o  any o f  the  "remedies", i.e. sanctions, which are provided i n  
the 1  oan agreement. Such breaches o f  covenants are d i s t i ngu ished  from 
other, more ser ious cases o f  d e f a u l t  (e.g. t h e  f a i l u r e  t o  pqy i n t e r e s t  
o r  p r i n c i p a l  i ns ta l lmen ts )  as " technical  " defau l ts .  I n  most cases o f  
technical  defaul ts ,  however, the remedies a v a i l  able t o  A. I .D. 
(suspension o f  disbursements o r  cancel 1  a t i o n  o f  pqyments, as d e t a i l e d  i n  
A r t i c l e  D o f  the  P r o j e c t  Loan and Grant Standard Provis ions Annexes) are 
too  d r a s t i c  t o  be invoked; i f  they were, the cure might  we l l  be worse 
than the  disease, consider ing the  development ob jec t ives  which the  
A.I.D. l o a n  o r  g rant  was t o  serve. F inanc ia l  covenants, thus are  
intended p r i m a r i l y  as a  means f o r  en fo rc ing  c e r t a i n  standards o f  
f i n a n c i a l  management and establ  i s h i  ng ob jec t ives  which, when n o t  
at ta ined,  becane the  basis o f  a  formal o r  in formal  review o f  t he  
cond i t ions  causing the breach o f  a  covenant and o f  ac t ions  t h a t  could be 
taken t o  improve those condi ti ons. F inanc ia l  covenants shoul d, 
therefore,  be seen as devices t o  t r i g g e r  warni ng s ignal  s, no t  as devices 
which, o f  themsel ves, ensure adherence t o  s p e c i f i e d  standards. 

AID HANDBOOK 3, App. 3D 

( b )  F inanc ia l  covenants are based on p ro jec t i ons  o f  f i n a n c i a l  
operat ions dur ing  and a f t e r  implementation o f  a  p ro jec t .  They r e f l e c t ,  
therefore,  both costs and bene f i t s  expected t o  r e s u l t  from the execut ion 
o f  a  pro jec t .  It i s  imperat ive t h a t  f i n a n c i a l  covenants are thoroughly 
negot iated w i t h  the borrower and implementing agency t o  make sure t h a t  
t h e i r  imp1 i ca t i ons  are f u l l y  understood. 

7.2 Revenue Covenants 

( a )  Revenue covenants i n  one o r  several o f  the forms described 
below can be used t o  e s t a b l i s h  a  standard f o r  the  generat ion o f  revenues 
f o r  a w  p r o j e c t  o ther  than those which depend on subsid ies f o r  a l l  o f  
t h e i r  incane. They can thus be used f o r  commercially operated p ro jec ts  
and p a r t i a l l y  f o r  non-commercially operated pro jec ts .  



( b )  Rate o f  Return Covenant. Under a r a t e  o f  r e t u r n  covenant, an 
e n t i t y  i s  requ i red  t o  do a l l  t h a t  i s  necessary t o  earn  an agreed r e t u r n  

AID HANDBOOK 3, App. 3D 

on the c a p i t a l  investment i n  a d d i t i o n  t o  cov&ing i t s  opera t ing  
expenses, i ncl uding product ion expenses ( i  .e. , a1 1 1 abor, superv is ion  
and mate r ia l s  needed t o  produce the  output, which mqy be a commodity o r  
a serv ice  ), maintenance expenses and p rov i s ion  f o r  depreci a t i  on, bu t  
exc lud ing i n t e r e s t  on debt. This, o r  the two covenants described i n  ( c )  
and (d),  below, are f requen t l y  used as a standard f o r  t h e  f i n a n c i a l  
performance o f  u t i l  i t i e s .  

( c )  Cash Generation. I f  revenue generat ion as a percentage o f  
t o t a l  incane, i n c l u d i n g  subsidies, can be establ ished,  a covenant can be 
agreed upon under which the e n t i t y  undertakes t o  meet from revenues a 
c e r t a i n  propor t ion  o f  s p e c i f i e d  expenses. The expenses can be def ined 
as "product ion expenses" (see above) or, i n  a d d i t i o n  t o  product ion 
expenses, any o r  a1 1 t h e  f o l  lowing categor ies o f  expenses: maintenance, 
depreciat ion,  debt service, taxes i f  appl i cab l  e, and necessary ar~nual 
c a p i t a l  expenditures. This covenant i s  thus so f l e x i b l e  t h a t  i t  can be 
adapted t o  a w  p r o j e c t  t h a t  generates revenues. 
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( d l  0 e r a t i n  Ratio. The "operat ing r a t i o "  i s  the  t o t a l  o f  - operating expenses s t a t e  as a percentage o f  revenues. Any percentage 
above 100 means t h a t  expenses exceed revenues; the  1 ower the r a t i o ,  t h e  
b e t t e r  the  performance o f  the p ro jec t .  Th is  covenant i s  usefu l  as an 
a l t e r n a t i v e  t o  the cash generat ion covenant. It can be adapted t o  
d i f f e r e n t  p ro jec ts  by i nc lud ing  i n  the covenant a narrower d e f i n i t i o n  o f  
operat ing expenses than t h a t  g iven i n  (b) ,  above. 

7.3 Cap i ta l  S t ruc ture  Covenants 

Effective Date 

Dec. 7, 1987 

( a )  Covenants o f  t h i s  type are llsed t o  l i m i t  the  amount o f  debt 
which a commercially operated p r o j e c t  i s  al lowed t o  incur .  They are 
general l y  not  appl i cab l  e t o  non-commercial l y  operated pro jec ts .  The 
l i m i t s  can be es tab l ished d i r e c t l y ,  as described i n  ( b )  and (c ) ,  below, 
o r  i n d i r e c t l y  as i n  ( d l ,  below. 
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(b) Debt/Equity Ratio. 'This covenant f i x e s  the maximum debt  
allowed t o  be incur red by s t i p u l  a t i n g  the r a t i o  o f  debt  t o  e q u i t y  which 
must no t  be exceeded. (See paragraph 5.3.5 on computation o f  the r a t i o  
and on the  d e f i n i t i o n  o f  debt.) 

( c )  Debt L im i ta t i on .  Under t h i s  covenant the  debt  which an e n t i t y  
i s  permi t ted t o  i n c u r  i s  l i m i t e d  by s t a t i n g  the maximum absol u te  amount 
o f  debt, w i t h  the prov iso  t h a t  i n c u r r i n g  add i t i ona l  debt i s  sub jec t  t o  
the  p r i o r  approval o f  the lender. 



( d )  Debt Service Rat i  o. The debt serv ice  r a t i o  discussed i n  
paragraph 5.2.4(e), above, takes i n t o  account no t  only the amount bu t  
a l s o  the  terms o f  debt incurred.  It i s ,  there fore ,  a good measure o f  
the a b i l i t y  o f  an en te rp r i se  t o  i n c u r  add i t i ona l  debt. 'The r a t i o  
s t i p u l a t e d  i n  a covenant i s  f requen t l y  1.5 (i.e., "funds ava i l ab le "  o r  
"sources o f  funds" as shown i n  the Cash Flow Statement, equals one and 
one-ha1 f times the  p ro jec ted  debt serv ice ). 

Page No. 

3D-2 6 

7.4 L i q u i d i t y  Covenants 

( a )  Current Rat io.  The covenant establ  ishes the minimum by which 
c u r r e n t  assets must exceed c u r r e n t  1 i a b i l  i t i e s .  (See ~ a r a a r a ~ h  " .  
5.3.4(c), above.) The r a t i o  used depends on the  r e g u l a r i t y  o r  
seasonal i ty  o f  revenues and the c r e d i t  pol i c y  o f  an e n t i t y  and thus on 
the amount o f  working c a p i t a l  requ i red  t o  f inance inven to r ies  and 
receivables. The lower the working c a p i t a l  needs, the  1 ower the  r a t i o  
can be; l e s s  than 1.0 i s ,  however, usua l l y  unacceptable. 

Effective Date 

Dec. 7, 1987 

( b )  Quick Rat io  Covenant. A covenant s e t t i n g  the standard f o r  the  
quick r a t i o  i s  sometimes pre ferab le  t o  a c u r r e n t  r a t i o  covenant because 
i t uses a n a r r o w r  d e f i  n i  ti on o f  c u r r e n t  assets. (See paragraph 
5.2.4(c), above, f o r  discussion. ) I f  used, the  r a t i o  s t i p u l a t e d  cou ld  
be sanewhat l e s s  than 1.0 because otherwise the requ i red  l e v e l s  o f  
assets i n  cash, o r  r e a d i l y  conver t i b le  i n t o  cash (e.g., bank accounts, 
marketable s e c u r i t i e s  and receivables 1, mqy be u n r e a l i s t i c a l l y  high. 

7.5 Other F inanc ia l  Covenants 
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Some f i n a n c i a l  covenants o ther  than those discussed above are 
sometimes used. Among these are covenants which 
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- - 1 i m i  t the cond i t i ons  under which dividends mqy be paid, 
usua l l y  by reference t o  the  e f f e c t  o f  d iv idend pqyments on the  
c u r r e n t  o r  quick r a t i o ;  . -\* 

-- l i m i t  add i t i ona l  c a p i t a l  investments by the  e n t i t y  beyond a 
s t i p u l a t e d  annual amount by r e q u i r i n g  the l ender ' s  approval o f  

u 
any investment exceeding t h a t  amount; 

- - requ i re  the annual a u d i t  o f  the e n t i t y ' s  accounts by an 
independent outs ide f i r m  (canmercia l ly  operated p r o j e c t  and 
some non-commerci a1 l y  operated p ro jec ts  ) o r  by a governmental 
a u d i t  agency (most non-canmercial l y  operated p ro jec ts  1. An 
a u d i t  covenant should alwqys be inc luded i n  a 1 oan o r  g ran t  
agreement. 
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ECONOMIC ANALYSIS OF PROJECTS - 
A. Introduction 

1. The purpose of economic analysis is to determine 
whether a project is a worthwhile investment for the 
country, i.e., whether the outputs from a project are 
sufficiently valuable as to warrant the expenditure of 
scarce resources. Economic analysis also allows project 
designers to select the least-cost design from among 
alternative options, as well as to choose among different 
projects in the same sector or in different sectors. 
Economic analysis is an indispensible tool in the project 
identification and design process. Where outputs are 
easily evaluated in monetary terms, the economic analysis 
provides one measure by which to evaluate and compare 
projects. Where outputs are quantifiable but not easily 
reduced to monetary values, economic analysis allows the 
designer to determine the real resource cost per unit 
output which is indispensible in making judgments 
concerning a project's value. Where outputs are 
non-quantifiable, economic analysis enables choice between 
competing designs on a least-cost basis. 

2. While AID does not have a rigid methodology for 
economic analysis, certain basic principles should be 
applied in all cases. In many instances the application 
of these principles will vary depending on the 
availability of data and the nature of the project. There 
are many detailed manuals of economic analysis which go 
beyond the general principles to be outlined here, and 
which can be used as resources for the analysis of 
specific activities. A partial list of these sources is 
presented at the end of this Appendix. 

B. General Features of Any Economic Analysis 

1. The general principle of economic analysis is to 
compare the real benefits of any given project with its 
real costs. The larger the discounted benefits for a 
given set of costs or the smaller the costs for any given 
set of benefits, the more worthwhile is the project. The 



..,.. . 
primary task of economic analysis is measuring h e  costs 
and benefits in terms of a common yardstick - (1) 
measuring the real value of any input or output; and (2) 
comparing inputs or outputs across time. The first 
difficulty underlies the distinction between "financial" 
and "economic" analysis, while the second necessitates the 
need for a time discounting factor. 

2. Financial analysis compares the stream of nominal 
benefits from any project to the stream of nominal costs 
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as determined by using (normally) local market prices. If 
the present value of benefits is substantially larger than 
the present value of the costs, then the project is 
profitable. A minimum degree of profitability in terms of 
an internal rate of return or net return on investment 
will usually be required. Financial analysis is used to 
measure "private profitability," i.e., whether or not a 
project is profitable from the point of view of the 
project owners or actors - farmers, private firms, public 
sector entities, etc. These actors face market prices, 
pay taxes, receive subsidies, etc. If the financial 
analysis results in an adequate financial return (i.e., 
exceeding what might be earned by an alternative use of 
resources), then it is likely that the actors will behave 
in ways projected by the project design (adopt new 
technologies, for example). If financial returns are 
small or negative, the project objectives are not likely 
to be achieved. Thus financial analysis is a necessary 
component of the design of any project in which financial 
viability is a consideration. 
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3. Economic analysis is similar to financial analysis 
except that in the place of (nominal) market prices one 
uses ( real ) "shadow prices" or "opportunity costs. " In 
economic analysis the objective is to determine the social 
profitability of a project, i.e., whether spending scarce 
resources in this particular way is sensible for the 
society as a whole. In a world of government involvement 
in the economy, labor unions, monopoly and restrained 
international movement of actors and products, (nominal) 
market prices often do not reflect real resource costs. 
In addition, private Cecision-makers do not take into 
account benefits received or costs incurred by others. 
Since the actual situation often does not reflect such an 
ideal, the prices of inputs and outputs have to be 
adjusted prices. Other modifications are necessary to 
financial data and are briefly noted below. 

EFFECTIVE DATE 

September 30, 1982 



4. For example, the price of labor (the market wage) 
often overstates the real cost to the economy of using 
labor, since wages are artificially high. The existence 
of unemployment or underemployment is prima facia evidence -- 
that the opportunity cost of unskilled labor is lower than 
the market price. In other words, using local labor in 
this project at the prevailing wage overstates the output 
foregone by society which this labor could produce in 
alternative uses. The "shadow price" is the wage rate 
that would reduce unemployment to that voluntary level 
necessary for labor mobility. Extreme care is required in 
deriving shadow wage rates since seasonal, geographic and 
labor classification problems may be more relevant than 
national rates of unemployment. 

5. The shadow price of foreign exchange is often 
higher than the market price given by the official 
exchange rate. Black markets in currency, exchange 
controls or high import tariffs, or restrictive quotas, 
are all indications of an overvalued exchange rate. 
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6. Real interest rates, expecially in times of high 
inflation are often lower than opportunity cost of capital 
because of government policy to encourage certain 
investment activities. Similarly, capital may be 
undervalued because capital goods are often imported at 
preferential exchange rates, without significant tariffs 
or other taxes. The problem is to estimate what discount 
rate represents the scarcity value of capital in the 
economy, or in other words, the opportunity cost of 
capital. Several of the references at the end of this 
Appendix include methods of estimating the opportunity 
cost of capital. 

EFFECTIVE DATE 
September 30, 1982 AIDHANDBOOK 3, App 3E 

7. All economic values have to be netted from 
subsidies and taxes. These are financial costs or 
benefits, but not economic costs since they do not involve 
payments for the use of scarce resources. For example if 
the C.I.F. price of fertilizer bought from the U.S. is 
$150 a ton, but the fertilizer is sold to farmers for $100 
a ton, the economy is still paying $150 for that 
fertilizer. The economic cost is $150. Tradable inputs 
should be valued at the F.O.B. price (at the shadow 
exchange rate). 
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8. Project costs are made up of both capital and 
recurrent costs, denominated in both foreign exchange and 
local currency costs. In addition, all host government 
contributions and other donor participation as well as any 
private sector costs, should be included. Any project 
analysis should include as costs all resources which could 
be used as productive inputs in another project or sector, 
including building, machinery, labor costs, etc. These 
costs should be calculated for the projected life of the 
project. Where capital (e.g., vehicles) are expected to 
wear out before the end of the project, replacement costs 
must also be included. 

Investments made prior to the design of a given 
project should not be included as project costs. The 
general principle is that some costs are forgotten, except 
for those elements for which alternative uses are 
possible. Similarly, finance charges, which are already 
accounted for by the discounting procedure, and 
depreciation are not counted as costs in an economic 
analysis. On the other hand, indirect costs of a project 
need to be included. For example, a dam which causes the 
flooding of agricultural land has as a cost the loss in 
the value of that land. If physical capital has a salvage 
value after project completion, that value is treated as a 
benefit in the last year of the project. 

9. Benefits are two kinds - measurable and 
immeasurable. In between are those items that cannot be 
measured with any confidence or precision. The primary 
dimension of benefits is the increase in income (or 
output) directly attributable to a project. Some benefits 
are not easily measurable and cannot be reduced to a 
benefit-cost calculus. These benefits should be noted and 
their importance discussed. Substantial benefits of this 
type may make an otherwise unprofitable project 
acceptable. It should be recognized that such a decision 
to accept a project implicitly assigns a minimum value to 
such benefits. Care should be taken to assure that such 
implicit values are reasonable in the context of overall 
levels of per capita income, public sector spending, etc. 

10. Both costs and benefits should be calculated on 
an incremental basis, that is, only those portions of 
costs and benefits that are due to the project. This is 



particularly important in improvement, expansion, or 
rehabilitation projects. Calculations of incremental 
costs and benefits, therefore, requires a "with 
project/without project" procedure, where all costs and 

e benefits with the project are calculated net of costs and 
benefits that would occur without the project. 

- 
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11. Costs and benefits need not be adjusted for 
projected rates of inflation unless there is reason to 
believe the rates of inflation will differ significantly 
between costs and benefits. 

12. An output five years from now is less valuable 
than an output today. Therefore, since project costs and 
benefits occur across time, they have to be discounted in 
order to compare them. The general discounting procedure 
is explained in any of the project analysis manuals. The 
critical question is the choice of a discounting factor - 
the social rate of return on capital. Theoretically this 
rate of return is the price of saving which is determined 
by supply factors (the rate at which consumers are willing 
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to put off consumption today for increased consumption 
tomorrow) and demand factors (the rate at which investors 
are able to transform capital today into increased output 
tomorrow). Because of numerous interferences on the part 
of government in financial markets, it is not possible to 
rely on market rates as indicators of real social rates of 
return. Therefore estimates need to be made on the basis 
of information about private market rates, commercial 
rates for foreign exchange loans, etc. 

b 13. Once economic costs and benefits have been 
calculated as flows over time, it is a relatively simple 
matter to compare them in order to determine whether a 
given project is economically worthwhile. The normal 
procedure is to calculate an internal rate of return 
(IRR). The net annual benefit flow is calculated by 
subtracting costs from benefits for each year of the 
project. Most financial calculators have programs for 
converting this flow of net into an IRR which is defined 
as that discount rate that reduced the stream of net 
benefits to approximately zero. The higher the IRR the 
more profitable the project. A project could not be 
justified on economic grounds if the IRR is below what is 
believed to be the opportunity cost of capital. 

EFFECTIVE DATE 
September 30, 1982 

PAGE NO. 
3E-5 



14. Since all these calculations depend in part on 
some imprecise estimates of cost and benefit flows (both 
due to the use of shadow prices and to the assumptions 
inherent in the project) it is useful to perform a 
sensitivity analysis on the I R R .  This is done by varying 
the critical assumptions such as incremental yields in 
agricultural projects, estimates of the shadow price of 
foreign exchange, and project delays, to determine what 
impact different assumptions would have on the I R R .  

15. As noted previously, economic analysis can be 
used, where benefits are largely immeasurable, to compare 
the stream of costs of any set of alternative project 
designs in order to determine which of those designs 
represent a least-cost solution, and is, therefore, 
preferable. Shadow prices should be used where 
appropriate in a least-cost analysis. A least cost 
analysis should be accompanied by a demand analysis that 
demonstrates the need for the project's output. The need 
for this kind of analysis obviously should be identified 
early in the project cycle (at the PID stage) so that 
alternative designs are undertaken. 
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16. The economic analysis should incorporate income 
distribution criteria to the extent possible. The methods 
of analysis described so far deal only with economic 
efficiency criteria, not equity criteria. Several of the 
sources listed at the end of this appendix decribe how 
distributional weights can be incorporated in the 
traditional forms of cost-benefit analysis. In addition, 
if employment creation is a major objective of the 
project, criteria such as cost per job should be 
calculated in order to determine how efficiently the 
employment objective is to be achieved. Total incremental 
employment effects should also be presented as a project 
benefit. 

EFFECTIVE DATE 

September 30, 1982 

17. Finally, if the project has as a major objective 
a favorable impact on the country's balance of payments, 
the net foreign exchange impact of the project should be 
analyzed. In the traditional methods of cost-benefit 
analysis, the net streams of costs and benefits do not 
distinquish between local currency and foreign exchange 
items. 
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C. The Use of Economic Analysis in Different Sectors 
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1. In general, the project analysis procedure 
described above is most easily applied in projects clearly 
designed to have marketable economic outputs - increments 
in income or output. This is true of most agricultural 
and industrial projects, as well as most infrastructure 
projects. For example, analysis is applicable to 
transport projects such as roads where the outputs are 
reduction in transportation costs and time savings. An 
important indirect benefit of such projects is the 
increase in the value of land when transport costs are 
reduced. While this is difficult to estimate in the 
absence of competitive land markets, such benefits are 
fully represented by the increase in the value of 
agricultural output due to the decrease in transport 
costs. Penetration roads analysis tends to be more 
complicated since causal factors may be more dispersed and 
project timing (of other required inputs) more difficult 
to estimate. 
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2. Many AID projects involve more than one type of 
activity. If these activities are integrated, such as an 
integrated rural development project that includes credit, 
extension, seed, fertilizer, and research components, all 
the activities should be analyzed together in the 
cost-benefit analysis. In other words, their combined 
costs and benefits should be computed to yield a single 
IRR for the whole project. The test for whether two 
activities are integrated is whether the outputs of one 
are affected if the other does not occur. 

3. While it is more difficult to estimate economic 
benefits in human resources projects - i.e., educaion, 
health and population - methodologies are available for 
converting quantifiable, but non monetary, benefits into 
monetary ones. In education, for example, the general 
procedure is to estimate the lifetime increments in income 
due to increased education levels, and in many countries, 
the data for doing these calcultions are available. 

EFFECTIVE DATE 

September 30, 1982 

4. Even when it is not possible to reduce 
quantifiable outputs (e.g. number of births averted) into 
monetary measures, economic analysis allows one to 

PAGE NO. 
3E-7 



e s t i m a t e  t h e  c o s t  per  u n i t  ou tput  which can then  be 
compared t o  a l t e r n a t i v e s .  For example, a  p r o j e c t  t h a t  
c o s t s  $100 t o  a v e r t  a  b i r t h  would be viewed l e s s  
favorab ly ,  o t h e r  t h i n g s  be ing  equa l ,  t h a n  one t h a t  c o s t s  
$70. 
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5. Where ou tpu t s  a r e  n o t  e a s i l y  q u a n t i f i a b l e  ex a n t e  
(e .g .  a g r i c u l t u r a l  r e sea rch  p r o j e c t s ) ,  it s t i l l  might be 
p o s s i b l e  t o  determine whether such a  p r o j e c t  i s  
economically sound. One procedure i s  t o  e s t i m a t e  a  
d e s i r e d  r a t e  of r e t u r n  and c a l c u l a t e  t h e  s t ream of n e t  
b e n e f i t s  necessary t o  ach i eve  such a  r a t e  of r e t u r n .  I n  
t h e  a g r i c u l t u r a l  r e sea rch  example, a  d e s i r e d  r a t e  of 
r e t u r n  of 15% might imply an i n c r e a s e  i n  y i e l d s  of 50% and 
a  spread  of t h e  r e sea rch  r e s u l t s  t o  10,000 fa rmers  p e r  
year .  I t  would t hen  be necessary  t o  make a  judgment a s  t o  
whether such ou tpu t s  were f e a s i b l e .  

E. Recommendations f o r  Fu r the r  Information 

EFFECTIVE DATE 

Septerr~ber 30, 1982 

I t  is  beyond t h e  scope of t h i s  Appendix t o  g i v e  
p r o j e c t  design personnel  even a  rudimentary educa t ion  on 
t h e  economic a n a l y s i s  of p r o j e c t s .  While t h e  b a s i c  
methodologies a r e  s tandard ,  t h e  exac t  a p p l i c a t i o n  of such 
methodologies i n  d i f f e r e n t  s e c t o r s  and p r o j e c t s  c a l l s  f o r  
s p e c i a l  and p a r t i c u l a r  t rea tment .  There a r e  no ha rd  and 
f a s t  r u l e s  f o r  determining shadow p r i c e s  o r  s o c i a l  r a t e s  
of r e t u r n ,  and i n  many c a s e s  t h e  t a s k  c a l l s  f o r  reasonable  
judgments r a t h e r  t han  e x a c t  measurement. Annex A t o  t h i s  
Appendix i s  a  s e r i e s  of documents which exp la in  i n  much 
g r e a t e r  d e t a i l  t h e  methodology of p r o j e c t  a n a l y s i s ,  and 
which should be r e f e r r e d  t o  f o r  a  more complete handl ing  
of t h e  t o p i c .  Th i s  l i s t  i s  no t  exhaus t ive ,  and i n  many 
cases  des igne r s  may wish t o  c o n s u l t  o t h e r  sources .  

TRANS. MEMO NO. 

3:43 AID HANDBOOK 3, 3~ 



Annex A 

General Sources Treat inq Project Economic Analysis 
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APPENDIX 3F 
SOCIAL SO~DNESS ~ALYSIS # 

The Social Soundness Analysis has three distinct but related 
aspects: (1) the compatibility of the project with the sociocultural 
environment in which it is to be itroduced (its sociocultural- 
feasibility); (2) the likelihood that the new practices or institutions 
introduced among the initial project target population will be diffused 
among other groups (i.e., the spread effect); and ( 3 )  the social impact 
or distribution of benefits and burdens among different groups, both 
within the initial project population and beyond. 

AID HANDBOOK 3 

A central substantive concept of AID policy is the need to 
assure the wide and significant participation of the poor in the 
development process. In this sense, "participation" means not only 
sharing the economic benefits and contribution of resources but also 
involvement in the processes of problem identification and solution, 
subproject selection and design, implementation and evaluation. The 
participation approach to development demands that AID project designers 
and implementors have a much deeper understanding of the sociocultural 
setting of projects than has been required in the past. 

The analyses and factors listed on the following page are not 
intended to be of equal weight and significance. For some projects all 
factors will be important; for other projects some factors will have 
higher significance than others. For example, it is believed that 
motivation is a key factor which will be crucial to any project. Some 
other factors may be equally important or may fade in significance if 
motivation is extremely high. The point is that there will be an 
interplay between social factors and the project design. These factors 
are not meant as hoops through which the project must jump rather they 
are seen as real features of the terrain on which the project is proposed 
to operate. Just as a road's design must be suited to the physical 
terrain so must many projects be adjusted to the particular social 
terrain--some features of which will present major design questions while 
other features may not affect the project or, indeed, may be counted upon 
to significantly boost the probability of project success. 
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A. Sociocultural Feasibilitv 

Assessment of sociocultural feasibility requires first that 
values, beliefs, social structure, and organization be taken into account. 

EFFECTIVE DATE 
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The best method for determining the feasibility of project 
objectives is to know the existing social landscape. There is, for 
instance, a growing body of literature about the small farmer. He is 
depicted as an industrious person who, with the proper incentives and 
inputs, will respond immediately. But many nations where subsistence 
agriculture is strong and traditional social relationships stronger, are 
not readily going to turn into collections of individualized model small 
farmers. 
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Second, is the necessary contextualism of development measures. 
A successful i~troduction or innovation should call for the least amount 
of social disruption consistent with, the attainment of developmental 
objectives. How does a new crop relzte to the existing agricultural 
economy? How likely is it, given the investment costs, that most poor 
farmers could grow it? Would it be better to improve existing methods of 
production in the small farmer and subsistence sector? Ghandi's famous 
use of the spinning wheel in his promotion of Indian economic 
self-reliance is an example of brilliant contextualism. Part of the 
context of the project will be the social structure involved; i.e., the 
groups and power relationships with which the project must cope. At 
issue will be: can the existing social structure be used, perhaps with 
some changes, to expedite the desired developmental change or is an 
alternative structure necessary. 
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Third, it is important for project papers to demonstrate that 
things assumed to be a benefit by the donor are similarly perceived by 
the recipient. An important principle to be established in finding out 
what is a benefit is the importance of working from the subjective image 
that people have of their own circumstances to the devising of 
measurements that can be agreed upon by donor and recipient for dealing 
with these problems. What is the meaning of unemployment? What is human 
distress? 

Finally, any understanding of the impact of an innovation upon a 
culture should involve an understanding of the cultural baggage or 
demands carried by the innovation, i.e., what demands will the project 
make on people to take on the characteristics of the donor's society? 

EFFECTIVE DATE 
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Who Lives Where? 
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A certain amount of basic data against which to assess both 
socio-cultural feasibility and the likelihood of the desired spread 
effects of a project must first be acquired. A first step should be a 
mapping of the area to be affected by projects or programs in such a way 
that population density and location, ethnic or significant tribal 
affiliations, language, religious and political orientation, are all 
depicted in relation to prevailing patterns of economic activity. This 
would involve overlay mapping the predominant mode of production in terms 
of the implied sets of social relations. For example, in agricultural 

3 
projects; is agricultural production carried on by family units, wider 
based kin groups, or individuals? What is the predominant mode of 
ownership in each locality: is it a system which vests ownership in 
individuals or groups? 

Groups in local areas should only be identified if they appear 
to be distinctive, e.g., religious groups, diametrically opposed 
political parties or tribal groups, different ethnic groups; groups, who 
for some self-held reasons, act on the basis of a perception of their 
difference from other groups. 



Development p r o j e c t s  can e n t a i l  c r e a t i o n  o f  t h e i r  o m  o r g a n i z a t i o n a l  
s t r u c t u r e s  using s c a r c c  l o c a l  resources and imported t e c h c i c a l  and 
managerial  i npu t s  whi.ch would bc d i f f i c . l l t  f o r  any count ry  t o  replicate 
on a l a r g e  sca l e .  It may be  b c ~ t  t o  s t a r t  wi th  an  o r g a n i z a t i o l ~ a l  u n i t  
t h a t  is a l r ecdy  l o c a l l y  f ami l i a r .  I n  m n y  coun t r i e s  l e g a l  r ecogn i t i on  
of t r a d i t i o n a l  t r i b e s  o r  l ineages  a s  co rpo ra t e  groups would enab1.s t h e s e  
e n t i t i e s  t o  t r a d e ,  hold property, s u e  and be sued. 14odernization e f f o r t s  
which r ep lace  t h e  l i nezge  o r  t r i b e  may e n t a i l  c r e a t i o n  o f  s e v e r a l  un fami l i a r  
and d i f f e r e n t  coopera t ives ,  o rgan iza t iona l  £oms such a s  i n d i v i d u a l  land 
tenure ,  r e g i s t r a t i o n s  and business  law. Replacing t h e  t r a d i t i o n a l  form of 
organtsn t ion  m:1y thus r e q u i r e  new s e t s  of l e g i s l a t i o n  and new s e t s  of 
Govcrnmeut WOI:I:C?:R. Use of t h e  t r a d i t i o n a l  organiza t ion  could maximize 
e x i s t i n g  knowlsdga, p a t t e r n s  of l eade r sh ip  and en t r ep reneur i a l  s k i l l .  
The l e - J ~ L  of or[l.aniaation s p e c i a l i z a t i o n  i n  development o rgan iza t ions  
should be detcsn:i.ned by t h e  p re sen t  s o c i a l  and ecoi-ionic o rgan iza t ion  of 
potent i .a l  p r o j e c t  p a r t i c i p a t o r s  and not t h e  degree of s p e c i a l i z a t i o n  Chougilt 
necescary f o r  t h e  n o s t  e f f i c i e n t  d i s p a t c h  of Government business .  
This s a i d ,  t h e  case  f o r  s t ic lcing wi th  e x i s t i n g  o rgan iza t iona l  forms i s  
not  c lear -cu t .  To a  cons ide rab lz  degree t h e  o r g a n i z a t i o n a l  con tex t  of t h e  
p r o j e c t  can inf luence  i ts r e s u l t ;  u se  of c l o s e l y  h e l d ,  t r a d i t i o n a l  power 
cen te r s  t o  adminis te r  a  p r o j e c t  can a s s u r e  i t s  f a i l u r e .  New o rgan iza t iona l  
forms c a r  be d i f f i c u l t  t o  s t a r t  and expensive, bu t  they  can  c r e a t e  a  c l ima te  
of change necessary  f o r  development a s  w e l l  a s  br ing  about  b e t t e r  u s e  and 
d i s t r i b u t i o n  of p r o j e c t  resources.  

I n  sum, no prejudgment is made on whether e x i s t i n g  o r  new o rgan iza t iona l  
u n i t s  should adminis te r  t h e  p ro j ec t .  But t h e  imporfsnce of t h i s  ques t ion  
is cons iderable  a s  i t  w i l l  e n t a i l  who ga ins  and who nlay l o s e  froin t h e  
p r o j e c t  . These cons i d e r a t i o n s  w i l l  he lp  answer t h e  fol lowing qucs t i o n s  
from a s o c i a l  perspec t ive :  What i s  t h e  bas i c  o rgan iza t iona l  s t r u c t u r e  
through which t h e  Lnnovztion should be channeled? Should a  new o rgan iza t ion  
be c rea ted  o r  w i l l  <-.xisting l o c a l  Government o r  v i l l a g e  o rgan iza t ion  be 
s u f f i c i e n t ?  Note: whichever choice  is made w i l l  a f f e c t  power r e l a t i o n s h i p s  
s i n c e  resources and r e s p o n s i b i l i t i e s  a r e  involved. W i l l  t h e  o r g a n i z a t i o n a l  
s t r u c t u r e  chosen be l i k e l y  t o  enhance t h e  l i ke l ihood  of a  p o s i t i v e  spread  
e f f e c t ?  
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It is unwise t o  zssume t h a t  people w i l l  respond t o  economic 
incent ives  which t o  e x t e r n a l  donors o r  indigenous o f f i c a l s  seem adequate.  
Lack of response t o  such incen t ives  should not  be viewed a s  i r r a t i o n a l  
behavior b u t  a s  r e f l e c t i n g  the  weight of concerns and p r i o r i t i e s  o t h e r  
than p r o f i t  maximization, such a s  avoidance of r i s k ,  s t r e n g t h  of non- 
material .  va lucs ,  f e a r  of r e t a l i a t i o n ,  t l l r ca t  t o  s t a t u s  aildlor s e c u r i t y ,  
o r  preference  f o r  l e i s u r e .  For example, i f  7OX of workers '  t ime is spen t  
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on subs i s t ence  agriculture necessary for  t h e  maintenance of fami ly  l i f e  
and 301 of  cash crop product ion ,  a  l a b o r  i n t e n s i v e  scheme t h a t  would seek  
t o  double  monetary incomes may w e l l  run i n t o  d i f f i c u l t i e s .  I t  i s  r e a l l y  
v i t a l  t o  a s s e s s  the amount o f  d i s c r e t i o n a r y  t i m e  a v a i l a b l e  t o  p o t e n t i a l  
p r o j e c t  p a r t i c i p a n t s .  It i s  a l s o  necessary  t o  know t h e  e x i s t i n g  a l l o c a t i o n  

, 
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of  t . i m e  f o r  males and females ,  inc lud ing  s e a s o n a l  v a r i a t i o n s .  

Motivat ion 

What would be t h e  i n o t i v a t i ~ n  f o r  p a r t i c i p a t i o n  i n  development 
a c t i v i t i e s  of t h e  type covered by a  p r o j e c t ?  This involves  p l ac ing  
onese l f  i n  t h e  p o s i t i o n  o f  s i g n i f i c a n t  groups,  adopting t h e i r  p o i n t  of 
v i ev ,  and t ry ing  t o  vork o u t  the l i k e l y  r e a c t i a n .  Is t h e  need f o r  t h e  
p r o j e c t  a c t u a l l y  perceived and accepted by p o t e n t i a l  participators? 
Often the  r a t i o n a l e  f o r  a p r o j c c t  i s  r e a l l y  on ly  understandable  i n  t h e  
l i g h t  of informakion possessed by top management i n  Governments and develop- 
ment a g c c c i ~ s  and no t  shared wi th  p rospec t ive  ~ a r t i c i p ~ ~ . t c r s .  Ir. o t h e r  cases  
t s e  r.a,iorole may oe. understood by prospective ~articipntors h u t  not scccntecf 
by thenl ;:ccause, r i g h ~ l y  o r  wrongly, they  do n o t  perce ive  it t o  be i n  t h d i r  
i n t e r eu  t. 
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h d e f i n i t e  mot iva t ion  nus t be ass igned  t o  each s i g n i f i c a n t  group 
t h a t  i s  expected t o  p a r t i c i p a t e ;  i t  should be  t h e  a c t u a l  mot iva t ion  of 
t h a t  group and n o t  what someone imagined would be t h e  mot iva t ion  i f  he  
o r  s h e  we-ie a  member of t h a t  group. For example, i n  one group mo t iva t ion  
may be  a d e s i r e  f o r  increased  power and p r e s t i g e ;  ano the r  group may d e s i r e  
t o  fol low t h e  example of op in ion  l e a d e r s ;  another  group may d e s i r e  f i n a n c i a l  
reward; ailother g r a i p  may be moved by p a t r i o t i s m  because of a  key r o l e  
the  p r o j e c t  may p l ay  i n  t h e  n a t i o n ' s  economy; a d e s i r e  f o r  t h e i r  c h i l d r e n  
t o  have b e t t e r  opportvni . t ies  , f o r  increased  l e i s u r e  t i m e ,  f o r  i nc reased  
e f f i c i e n c y ,  o r  even conlpctit iveness may b e  important .  

It must no t  be assumed t h a t  a l l  motivat ions a r e  conducive t o  develop- 
ment as w e  ~ e r c e i v e  it.  I f  it is found, f o r  example, t h a t  a  c e r t a i n  
popula t ion  wants a  p r o j e c t  because it w i l l  enable  t h e  maie farmers t o  
r e t i r e  t h c i r  f c m l c  charges  i n t o  v i r t u a l  i s o l a t i o n ,  a ve ry  fundamental 
ques t ion  about t h e  p r o j e c t  w i l l  have been sur faced .  Elot ivet ion,  then ,  
i s  two-fold: hihat i n c e n t i v e  o r  percept ion  i s  needed t o  i n t e r e s t  a  g iven  
popula t ion  i n  a p r o j e c t  and what w i l l  be t h e  popu la t i on ' s  d i s p o s i t i o n  
of tlla ?robable  gaics f r o n  t h e  p r o j e c t ?  

I l i ;>iq~i!?  ]?=ti. 2fL32!:,2-L- n?-t- ? - , - , i les 
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It should be  p o s s i b l e  t o  c o n s t r u c t  a  p t a f i l e  of t h e  p o t e n t i a l  
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part?' c!p?.tor. This  ] > r o f i l c  must s!,ccify t he  minimum requirements ,  i . e . ,  
l c v c l  of educsti.on, reso:rrces, s! : i l ls ,  a t t i t u d e s ,  c t c .  , which wou1.d 



make ind iv idua l  p s r t i c i p a t i o n  p o s s i b l e  a s  we l l  a s  t h e  maximum a t t r i b u t e  
possessiorl which might tend t o  discourage p a r t i c i p a t i o n  on t h e  p a r t  of 
var ious  i1~divir2uals.  A mini:xn! p a r t i c i p a t o r  p r o f i l e  w i l l  emphasize vho 
could rcnsonably he cxpected Lo p a r t i c i p a t e .  Mobi l i ty  and mot iva t ional  
d a t a  w i l l  g i v e  n u d e r s  and loca t ions .  Where, a t  min imu ,  i s  t he  p r o j e c t  
o r  program t o  a f f e c t ?  What i s  the b a s i s  f o r  t h i s  e s t ima te?  How, a t  
minimum,are p u t i c i p r S o r s  expected t o  adopt new p a t t e r n s  of behavior  
implied by adoption of  innovat ion? What i s  t h e  minimuurn, i n  terms of  
ex tens ion  con tac t ,  media c o n t a c t ,  o r  con tac t  wi th  opinion l e a d e r s ,  
necessary t o  secu re  l a s t i n g  b e n e f i t s  from t h e  program? What i s  t h e  
longes t  period of t i m e  envisaged f o r  t h e  adoption o f  innovat ion? 
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T4atching P n r t i c i g n t o r s  and Pro.iects 

When d a t a  on t h e  n a t u r e  and l o c a t i o n  of groups and t h e  gzr2 ic i ;e t s rs  
p r o f i l e s  a r c  compared, i t  should be p o s s i b l e  t o  i d e n t i f y  and l o c a t e  those 
who probably w i l l  p a r t i c i p a t e .  This would mean t h a t  a g a i n s t  t h e  back-  
ground of proposals  one could roughly e s t ima te  where t h e  p o t e n t i a l  

~ a t i c i ~ a t o ~ s  were loca ted  and how many could reasonably be expected t o  
become invclved. These p o t e n t i a l s  could be q u a n t i t a t i v c l y  mapped ou t  on b cha r t s .  The c h a r t s  unald r e f l e c t  where and wi th  what kinds o f  grouos 
a p a r t i c u l a r  type of p r o j e c t  could a c t u a l l y  be executed and where i t  
should be executed t o  achieve  maximum e f f c c t .  
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Who w i l l  no t  p a r t i c i p a t e  d i r e c t l y  i n  t h e  p r o j e c t ?  How w i l l  success fu l  
execution o f  t h i s  p r o j e c t  b e n e f i t  t h e s e  psople? What groups w i l l  be 
adverse ly  a f f e c t e d ,  r cce ivc  i n d i r e c t  b e n e f i t s  (which they  may not  be aware 
o f )  o r  be t o t a l l y  unaffec ted?  What a r e  t h e  number and c h a r a c t e r i s t i c s  of 
such groups? Where a r e  they  loca ted?  There should be some p l a u s i b l e  
l inkage ,  some d e f i n i t e l y  d i sce rnab le  r e l a t i o n s h i p ,  between t h e  circum- 
s t ances  of those who a r e  small  i n  number and who w i l l  be a s s i s t e d  by 
t h e  p r o j e c t  and those  who a r e  many and who a r e  u l t i n a t e l y  expected t o  
become b e n e f i c i a r i e s  . 
Obstacles  

E F F E C T I V E  DATE 
September 30, 1982 

Armed wi th  da ta  on the l o c a t i o n  and number of p o t e n t i a l  par t ic ips tcrs  
a s  w e l l  a s  an  assessment of what would have t o  happen i f  t h i s  p o t e n t i a l  
is t o  be r e a l i z e d ,  t he  next  s t c p  would be t o  i d e n t i f y  s o c i a l ,  p o l i t i c a l ,  
o r  r e l i g i o u s  obs t ac l e s  t o  p r o j e c t  implementation. These o b s t a c l e s ,  i f  
overcome, should r e s u l t  5.n se l f -gene ra t ion  of p r o j e c t  o r  program e f f e c t s  
t o  encompass a predefined t a r g e t  a rea .  
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Those groups which s tand  to  l o s e  o r  ga in  nothing a s  a r e s u l t  of 
s a t i s f a c t o r y  p r o j e c t  implementation should be i d e n t i f i e d .  Any change i n  

(J p a t t e r n s  of resol lrce a l l o c a t i o n ,  de fe r r ed  consumption, o r  e l i m i r a t i o n  of  
i n e f f i c i e n t  o r  was te fu l  o r a c r i c e s  w i l l  worsen t h e  p o s i t i o n  of scme groups. 



For csample, coo!~crat ives  may be opposed by p r i v a t e  businessmen; b i r t h  
c o n t r o l  measures may bc opposed I,y r e l i g i o u s  groups o r  doc'tors;  mechanization 
nay be opposed by u n i o ~ ~ s ;  e t h n i c  groups m y  oppose a i d  t o  o t h e r  groups;  
c r e a t i o n  of govermicnt monopolies may be r e s i s t e d  by p r i v a t e  i n t e r e s t ;  
p r i v a t e  consumer groups may oppose paying f o r  s e r v i c e s  which stem from 
a t tempts  t o  improve i n s t i t u t i o n a l  performance. 

PAGE NO. 
3F-6 

How t o  cominunicate wi th  p o t e n t i a l  p r o j e c t  p a r t i c i p a n t s  i n  t h e  p r o j e c t  
and spread areiis i s  a p r i o r i t y  probleui which is 0Lte.n complicated by t h e  
c u l t u r a l  d i s t a n c e  between change agents  and p rospec t ive  p a r t i c i p a n t s ,  
e s p e c i a l l y  when t h e  l a t t e r  a r e  r u r a l ,  poor,  uneducated, and/or  belong 
t o  d i f f e r e n t  e t h n i c ,  l i n g u i s t i c ;  o r  r e l i g i o u s  groups. Success fu l  comrnuni- 
c a t i o n  requi res  devis ing  a  comnlunications s t r a t e g y ,  i d e n t i f i c a t i o n  of 
pa in t s  of o r i g i n  f o r  comun ica t ions  and po in t s  of d e s t i n a t i o n ,  t h e  process  
of cozrn~unication covering who docs what, and t h e  content ,  n a t u r e ,  and 
frequency of the :oim~inicat ion. The ex ten t  t o  which mod2 f i c a t i o n  and 
i~rl~rovcrnzilt cf o:is t i n g  n i z t e r i a l s  is requi red  can be de tern ined .  News 
mcdin linlcc, r a d i o ,  papers ,  personal  c o n t a c t s ,  e t c . ,  may have t o  be 
i n s t i t u t e d  t o  avoid bot t lenecks .  Decis ions should be taken on t h e  timing 
and frequency of messages, the  need t o  have feedback s o  t h a t  necessary  
i~aprovements can be made, and t h e  b e s t  type  of media f o r  p a r t i c u l a r  
s i t u a t i o n s  . 

What t o  communicate i n  o r d e r  t o  encourage p a r t i c i p a t i o a  is t h e  n e s t  
problem. Enlphasis should be on t h e  advantages t o  prospec t ive  p a r t i c i p a n t s ,  
no tab ly  increased incones and/or  improved well-being. Few development 
programs o r  p ro j ec t s  e x p l a i n  t h e  economic and s o c i a l  l o g i c  behind d e v e l o p  
ment measures t o  p o t e n t i a l  p a r t i c i p a n t s .  But i t  is, o r  should be,  t r u e  
t h a t  achievement of a  s i g n i f i c a n t  change w i l l  ensb le  c r e a t l a n  of a  b e t t e r  
environment. These kinds of n a t i o n a l  o r  r eg iona l  goa ls  can be  made 
mecningful through communications s t r a t e g i e s  a t  t he  l o c a l  l e v e l .  

EFFECTIVE DATE 

September 30, 1982 

B. Spread Ef fec t s :  The Dif fus ion  of Innovat ion 

S ince  t h e r e  a r e  not  enough resources  t o  mouct enough p r o j e c t s  t o  
ensure  t h a t  every poor person o r  family can bec0me.a d i r e c t  r e c i p i e n t  of 
p r o j e c t  a i d  t h e  achieven~ent  of spread beyond t h e  i n i t i a l  p r o j e c t  t a r g e t  
popula t ion  is a  c r u c i a l  i s s u e  i n  t he  des ign  and a p p r a i s a l  of p r o j e c t s .  
Ideas  and assumptions about  how t o  produce p r o j e c t  spread e f f e c t s  a r e  s t i l l  
a t  t h e  t h e o r e t i c a l  s t age .  It is, however, g e n e r a l l y  recognized t h a t  
a b i l i t y  t o  achieve s i g n i f i c a n t  spread  e f f e c t s  w i l l  be  a  c r i t i c a l  f a c t o r  
i n  determining t h e  developmental impact of p r o j e c t s  v l ~ i c h  aim t o  he lp  t h e  
poor. The impact of many p r o j e c t s  has been on t h e  r e l a t i v e l y  w e l l  o f f  
and the  outcome of p r o j e c t s  i n  which t h e  very  poor a r e  t h e  t a r g e t  popula- 
t i o n  is hard t o  p red ic t .  Des i r e  o r  capac i ty  t o  p a r t i c i p a t e  i n  development 
p r o j e c t s  is o f t e n  low among t h e  very  poor and it seems reasonable t o  suppose 
t h a t  a s  t he  t a r g e t  group f o r  p r o j e c t s  s h i f t s  more t o  t he  poor,  t h e  achiuve- 
ment of spread e f f e c t s  i s  l i k e l y  t o  become even more d i f f i c u l t .  
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P r o j e c t  designs have o f t e n  not  d e a l t  adequate ly  wi th  t h e  achievement 
of spread e f f e c t s .  As a r e s u l t ,  years  a f t e r  t h c  completion of t h e  project, 
t h e  l e v e l  of performance is f a r  h i g l ~ e r  i n  t h e  o r i g i n a l  p r o j c c t  a r e a  thzn  
i n  t h e  a r eas  t h a t  were supposed t o  be enco~npassed by sprcad  e f f e c t s .  
For csample, a t t e n p t s  t o  improve i n s t i t u t i o n a l  pcrformancc have o f t c n  
bccn succes s fu l  bu t  only f o r  tlie i n s t i t u t i o n  d i r e c t l y  a f f e c t e d  by t h e  
I;:,-oject. Therc should be a  s ta tement  r e l a t i n g  p r o j c c t  t a r g e t  
f i g u r e s  t o  e x i s t i n g  l e v e l s  of income and produc+,iq;Fty, both i n  t h e  p r o j e c t  
and p o t e n t i a l  spread a reas .  

Resources a r e  now concent ra ted  i n  a p r o j e c t  a r ea  i n  o r d e r  t o  reach 
t h e  c r i t i c a l  l e v e l  thought necessary  f o r  development. But t h e  p o t e n t i a l  
spread a r e a  where development is t o  t a k e  p l ace ,  and where sprcad must 
t ake  p l ace  i f  t h e  p r o j e c t  i s  t o  j u s t i f y  i t s e l f  a t  h ighe r  purpose o r  g o a l  
l e v e l s  of a n a l y s i s  does not  d i r e c t l y  r ece ive  p r o j e c t  i npu t s .  Spread 
e f f e c t s  can provide a  linlcage between t h e  concept ion o f  a  p r o j e c t  and 
t h e  conception of a  s e c t o r a l  goa l .  Planners  should t r y  t o  knov how 
many p r o j e c t s  must be loca ted  i n  what a r e a s ,  anloi>z what: lcinds of people ,  
wi th  what probab1.c outcome, i.n o rde r  t o  g i v e  e f f c c t  t o  a s e c t o r a l  o r  
r e g i o n a l  plan. Each p r o j e c t  proposa l  should have a n  e x p l i c i t  t rea tment  
of  p r o j e c t  spread  plans.  
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The achievement of spread e f f e c t s  i s  a genuine i n t e r - s e c t o r a l  and 
i n t e r d i s c i p l i n a r y  problem. Achievement of  spread e f f e c t s  must r e l y  heav i ly  
on economic i n s i g h t s  b u t  a l s o  r equ i r e s  a geographica l  dimension because 
o f  t h e  need t o  cons i d c r  c l ima te ,  environment, deniography , and r e l a t i o n s h i p s  
involv ing  space and l o c a t i o n ;  i t  r equ i r e s  a  s o c i o l o g i c a l  dinlension because 
of  t h e  need t o  a s s e s s  va lues  and S e l i e f s  i n  r e l a t i o n  t o  behavior;  i t  r e q u i r e s  
a  psychological  dimension because of the  need t o  a s s e s s  mot iva t ion  and t o  
dev i se  and co i l s t ruc t  a communications s t r a t e g y ;  and it needs an ideo log i ca l  
dimension becausc t h e  i s s u e  of who g e t s  what and why is a  p o l i t i c a l  and 
c u l t u r a l  matter .  
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The concern h e r e  is wi th  s o c i o - c u l t u r a l  r a t h e r  than t e c h n i c a l  
c o n s t r a i n t s  on t h e  spread of a  t echn ica l  o r  i n s t i t u t i o n a l  innovat ion  
beyond t h e  i n i t i a l  p r o j e c t  populat ion.  It  thus involves applying many of 
t h e  cons idera t ions  d iscussed  above i n  connect ion wi th  t h e  f e a s i b i l i t y  of 
t h e  p r o j e c t  i n  i t s  i n i t i a l  s e t t i n g  t o  t h e  broader  populatior! t o  which 
spread  i s  intended. These cons idc ra t ioas  inc lude  t h e  s o c i a l  c h a r a c t e r i s -  
t i c s  of t h e  popula t ion ,  how they a r e  organized,  how they a l l o c a t e  t h e i r  
time and can be expected t o  respond t o  i n c e n t i v e s ,  t h e i r  mot iva t ions ,  
minimum p n t i c i p a t c r p r o f  i l e s  , o b s t a c l e s  which can be  a n t i c i p a t e d ,  and 
communications s t r a t e g i e s  . The fol lowing paragraphs d e a l  w i t h  some 
s p e c i a l  cons idera t ions  which, whi le  r e l evan t  f o r  t h e  i n i t i a l  p r o j e c t  
popula t ion ,  a r e  e s p e c i a l l y  s i g n i f i c a n t  f o r  achicvcment of spread 
e f f e c t s .  



I n  each area t o  which spread is intended it should be possible t o  ascer ta in  
who a re  t h e  most respected leaders.  It should be emphasized t h a t  often support 
from such f igures f a r  outweighs t h e  bes t  e f f o r t s  of good extension workers. 
Special attempts should be made t o  ensure t h e  support of such people. Such 
individuals  may well perform i n  t h e i r  communities t h e  same r o l e  t h a t  extension 
personnel perform i n  the  a rea  of immediate projec t  impact and on t h a t  bas i s  
it may be reasonable f o r  t h e  government t o  recognize the  quas i -off ic ia l  nature 
of t h e i r  work by giving them such reasonable assistance as they may request.  
It i s  necessary, however, t o  ascer ta in  the  i n t e r e s t s  of such individual  groups 
and be confident t h a t  they a r e  not i n  conf l i c t  with desired soc ia l  aims. 
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It i s  important t o  del ineate the  charac te r i s t i c s  and f'unctions of leader- 
ship i n  t h e  various groups. For example, where individual  choice i s  not heavily 
circumscribed by socia l  obligat ions or i n s t i t u t i o n a l  regulat ions,  it w i l l  be 
useful  t o  know who the  opinion leaders are  and where they are  located. This 
includes understanding how leaders exercise authori ty.  The support of such 
people may ult imately be v i t a l  t o  the  success of po l i c ies  aimed a t  securing 
the  adoption of a technical  o r  i n s t i t u t i o n a l  innovation. These leaders may 
not by themselves by involved i n  project  type a c t i v i t i e s ;  instead,  they may 
be p o l i t i c a l  o r  re l ig ious  leaders ,  high o f f i c i a l s ,  or  even the  most senior 
c i t i zens .  The issue t h a t  has t o  be resolved i s  who a re  the  leaders -- both 
modern and t r a d i t i o n a l  -- whose support or cooperation or  lack of opposition 
w i l l  be essen t i a l  t o  the  success of pa r t i cu la r  projec ts  and programs?  he 
answer t o  t h i s  may be t h a t  a l t e rna t ive  organizational s tructure/ leadership 
may need t o  be a necessary par t  of t h e  project .)  

Patterns of Mobility 

EFFECTIVE DATE 

September 30, 1982 

Where do people migrate t o  seasonally or  permanently? Where do they go 
t o  work, t o  market, t o  shop, t o  look a t  demonstration farms, or  f o r  l e i su re?  
Each group of people w i l l  have a radius of mobility, or  outer l i m i t  beyond 
which the re  w i l l  be a few personal contacts.  Establishment of t h i s  locus and 
radius of mobility would be of great importance i n  decisions t o  loca te  projec ts  
and/or i n  the  decisions about extension work or  improvement of i n s t i t u t i o n a l  
performance. 

With t h e  mobility r a d i i  f o r  various groups i n  a country, pa t terns  of 
movement might be broken down f o r  s igni f icant  a c t i v i t i e s ,  e.g., ag r icu l tu ra l ,  
t rading,  re l ig ious ,  so t h a t  estimates of the  most frequented places of personal 
contact could be ident i f ied .  Where seasonal a c t i v i t i e s  and i n a c t i v i t i e s  a re  
involved, the  time of the  year and t h e  length of time involved, might be of 
u t i l i t y .  
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A t  t he  same time, a l so ,  t h e  typ ica l  mobility pat terns  fo r  o f f i c i a l s  could 
be noted on t h e  same bas is ,  t h a t  i s  t o  say maximum distance t raveled  from home 
s ta t ions  and locations of home s ta t ions  and areas v i s i t e d ,  a c t i v i t i e s ,  duration 
of contacts with c l i e n t s ,  and frequencies of such contacts.  

AID HANDBOOK 3, 3~ 



It may be helpful t o  p lo t  movements within the r a d i i  of mobility insofar  
as contact with opinlon leaders i s  concerned. Then, with da ta  on the  nature 
and location of media, it would be possible t o  obtain a good idea of how the  
average person receives information. Information mobility should be assessed. 
The information inputs i n to  a community can be charted out t o  a t tach weighting 
i n  terms of effectiveness and cost .  Par t icular ly  i n  education projects  t he  
question of ve r t i c a l  mobility becomes c ruc ia l  as the  success of such projects  
depends upon whether ve r t i c a l  mobility i s  possible. 

In e f fec t ,  t h e  a t t e m t  should be t o  try t o  es tab l i sh  the  process fo r  learnlnq 
and the  adoption of innovation. 
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Previous Project Design and Execution 

EFFECTIVE DATE 
Septerr~ber 30,  1982 

Very few projects  are ac tual ly  new i n  conception or design; they may 
be smaller or  l a rger ,  they may be i n  new areas o r  have some new dimension, 
but there  i s  usually a discernible relat ionship w i t h  the  past .  Cause and 
effect  a r e  d i f f i c u l t  t o  determine. Frequently, increases i n  productivi ty 
may occur due t o  causes t ha t  have nothing t o  do with a project  (such as t he  
construction of a road in to  t he  project  area)  though often it i s  claimed t h a t  
they have occurred because of a project .  Is there  any evidence t o  show 
tha t  spread e f f ec t s  occurred a s  a r e s u l t  of successful execution of previous 
projects? 

It has a l so  been found t ha t  of ten  a "new" project  has a h is tory  of 
trial and f a i l u r e  under e a r l i e r  governments, including the  colonial  admin- 
i s t r a t i on .  This h i s to ry  may t e l l  a great  deal  which can help t he  analysis 
of the  "new" project .  

Maximum Information and Resource Distances 

What has t o  spread? Does spread involve knowledge, techniques and 
methods, plant  and genetic material ,  l lvestock,  e tc .?  There a r e  obvious 
constraints  on the  d i s t r ibu t ion  of physical resources such as p lants  and 
l ivestock and the  l imi ta t ions  of other forms of spread can be assessed 
by examining communications data as well a s  the  data  on mobility. 

Most projects  adopt a short  time horizon. Often, development needs 
t o  be conceptualized over a f i f t e en  or twenty year period. The timing of 
most projects  is predicated by t he  implici t  model of inputs and outputs. It 
w i l l  t ake  so long t o  obtain seed and f e r t i l i z e r ,  so long t o  achieve a herd 
s i z e  of some figure o r  other; it i s  very seldomthe case t h a t  project  time 
horizons takes i n to  account how long it takes t o  learn  o r  acquire the  new 
methods and techniques t h a t  are  required fo r  soc ia l  change. How long 
should be  allowed t o  assure t h a t  desired spread effects  a re  under way with 
reasonable prospects of continuing? 



Spread effects  must be planned and worked f o r  ra ther  than assumed t o  occur 
naturally. Traditional project. planning has emphasized the ve r t i ca l  relat ion- 
ships of a personal nature between officialdom and part icipators.  But 
spread may often involve horizontal relat ionships between communities, farmers 
or media inputs. Spread effects  can be understood more adeauately when more 
comprehensive socia l  data i s  collected. If r e l i ab l e  data has been obtained 
it should then be possible t o  e s t h a t e  more accurately than a t  present the  
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actual  numbers of potent ia l  par t ic ipators  and resources required t o  achieve 
change. 

C.  Social Consequences and Benefit Incidence 

EFFECTIVE DATE 

September 30, 1982 

Both the  project i t s e l f  and i ts  spread t o  a wlder population will affect  
d i f ferent  groups i n  di f ferent  ways. Some groups w i l l  be be t te r  off andosome 
worse off .  The increasing concern wlth reaching the  poor and those groups 
hi ther to  largely by-passed i n  the  development process - such as women - 
creates a special  need t o  identify the d i f fe ren t ia l  socia l  impact of a project 
and par t icular ly  how it w i l l  a f fect  the  poorer groups. The most effect ive  
opportunity t o  consider benefit  incidence is a t  t he  i n i t a l  stage of project 
concention and formulation. A t  t h i s  stage it i s  s t i l l  ~ 0 S s i b l e  t o  re jec t  
a project i f  i t s  socia l  impact i s  regressive, t o  modif' it t o  make it more 
compatible with equity objectives, or  t o  consider appropriate compensatory 
measures t o  r ec t i fy  the  damage or  losses t o  those who are  l i ke ly  t o  be 
adversely affected. A t  t h i s  ear ly  stage, it i s  important, therefore,  t o  
tdent i fy ,  as  exp l ic i t ly  as  possible, ( a )  the  group(6) whom the  project i s  
intended t o  help, (b) those who are l ike ly  t o  be adversely affected, and ( c )  
those who may be indirect ly  affected (e i ther  posit ively o r  negatively) such 
as ultlmate consumers of a basic product, the  pr ice  of which i s  reduced or 
increased. In other words, how are the  benefits  and burdens of the  project 
distr ibuted among different geographical, Functional (e.g., farmers, herdsmen, 
farm laborers, construction workers), o r  communal groups and what is the  socio- 
economic standing of these groups r e l a t i ve  t o  the national or  regional l eve l  
of income and well-being? 

In  assessing benefit  incidence it is necessary t o  bear i n  mind tha t  t he  
recipient of the  goods and/or services provided under a project i s  not 
necessarily the  person t o  whom the major benefits  of t he  project  accrue. A 
tenant farm family, fo r  instance, may receive new seeds, f e r t i l i z e r ,  and 
c red i t  t o  pay for  them and t h e i r  y ie ld  mqy r i s e .  But the  landlord mqy r a i s e  
the  rent  and appropriate the  l i o n ' s  share of the  incremental income flow. 
In order t o  continue t o  rent  the  land a t  the  new (higher) rent  the  tenant 
farmer must continue the  new practices;  but t h i s  w i l l  involve bigger inputs 
of labor on the  family's part  and perhaps greater r isk .  How much benefit 
accrues t o  the  farm family? O r  a farmer may adopt new practices and h i s  yie ld  
may double, but the  pr ice  of h i s  crop drops so much as  a resu l t  of other 
farmers doing the  same tha t  h i s  income r i s e s  very l i t t l e  (and he and/or h i s  
wife a lso may be working harder and assuming greater r i s k s ) .  The beneficiaries 
are those who pay lower prices for  the  food they consume, such a s  landless 
laborers and employees who get new jobs i n  factor ies ,  public works, e tc .  made 
possible by the  drop i n  the  price of wage goods. 

TRANS.  M E M O  NO. 
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Identifying t h e  incidence of benef i t s  i s  somewhat l i k e  ident i fy ing 
who bears t h e  burden of ind i rec t  taxes;  both involve how much of t h e  benef i t  
( o r  burden) i s  passed on. 

As noted above t h e  adverse e f f e c t s  of projec ts  and t h e  groups af fec ted  
should be iden t i f i ed  a s  c lea r ly  a s  possiblc with a v i e w t u  modifying t h e  
project  or  compensating those adversely af fec te6 ,  especia l ly  i f  they are  
members of t h e  poorer o r  underprivileged s o c i a l  s t r a t a .  For instance,  b ~ i c u l t u r a l  projec ts  which make access t o  productive resources more unequal, 
promote t h e  concentra*ion of land i n  t h e  hands of a few f a m e r s ,  and encourage 
labor replacing mechanization tend t o  aggravate discrepancies i n  l e v e l s  of 
l iv ing ,  reduce employment opportunit ies ,  and accelera te  migration t o  t h e  
c i t i e s .  A l l  of these  probable r e s u l t s  involve soc ia l  and of ten  economic 
cos ts  which need t o  be taken i n t o  consideration. 
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Assessment of t h e  d i s t r ibu t ion  of the  benef i t s  and burdens szn make 
use of t h e  data  and ins igh t s  obtained about the  project  population discussed 
above i n  connection with sociocul tura l  f e a s i b i l i t y .  

E F F E C T I V E  DATE 

September 30, 1982 AID HANDBOOK 3,  App 3F 

In  dealing with equity and benef i t  incidence a l imi ted  number of 
c r i t e r i a  seem especia l ly  important f o r  assessing t h e  s o c i a l  cos ts  and benef i t s  b of p r o e c t s .  These c r i t e r i a  are  as follows: 

TRANS.  M E M O  NO. 
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1. Access t o  resources and opportunit ies  (e.g., land,  c a p i t a l  c r e d i t ,  
education, markets) and i n  what ways and t o  what extent  such access i s  
broadened ( o r  narrowed). The questions t o  be iden t i f i ed  and analyzed 
under t h i s  heading would include, i n  t h e  case of an a g r i c u l t u r a l  loan, 
t rends i n  land tenure arrangements and how they would be af fec ted;  t h e  
a v a i l a b i l i t y  t o  t a r g e t  farmers of improved inputs ( seeds, f e r t i l i z e r s  1, 
implements and t h e  c r e d i t  with which t o  finance them; access t o  technical  
information and t o  markets, including t h e  existence and extent  of farm-to- 
market roads; and how pr ice  policy, including taxes and subsidies,  a f fec t  
t h e  t a r g e t  group. This c r i t e r i o n  measures the  po ten t i a l  e f f e c t  of t h e  

e project-on t h e  d i s t r ibu t ion  of wealth and income. 

2. Employment. I n  a sense t h i s  i s  a spec ia l  case of access t o  resources 
and opportunit ies  (i.e., productive work) but  because of i t s  spec ia l  impor- 
tance it deserves t o  be t r e a t e d  separately. Among t h e  i ssues  t o  be covered 
here a re  fac to r  i n t e n s i t y  and t h e  r e l a t e d  question of the  amount and ,type of 
employment t o  be generated o r  eliminated a s  a r e s u l t  of t h e  projec t ,  a s  f o r  
instance by t h e  introduction of labor-abosrbing o r  labor-replacing p rac t i ces  
and equipment. It is especia l ly  important t o  consider and predic t  t h e  
implications f o r  t a r g e t  groups which a re  already characterized by serious 
unemployment/underemployment, such a s  both urban and r u r a l  unskil led workers, 
t h e  educated unemployed, and women. 

3 .  R u r a l  displacement, migration, and urbanization. This c r i t e r i o n  
is concerned with what groups might be pushed o f f  t h e  land or  i n  other 
ways uprooted as  a r e s u l t  of t h e  projec t ,  where they would be l i k e l y  t o  move 



t o ,  and how they would be reabsorbed into  the  economic and socia l  l i f e  of the 
country. 
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4. Changes i n  power and part icipation as between the  tesget  group and 
dif ferent  socio-ecocsmlc, regional, ethnic, and other groupings and the  impli- 
cations thereof for p b l i c  policy. Each of the  three  preceding c r i t e r i a  i s  
re la ted t o  the  redistribution of power and gf opportunities fo r  part icipation,  
but it is  also necessary t o  recognize how such s h i f t s  affect  the  capacity of 
different groups t o  influence public policy. 

In  analyzing the soc ia l  implication of a project proposal under each of 
these four c r i t e r i a ,  precision should be stressed and quanti tat ive data  should 
be developed wherever possible. Quantification c lear ly  i s  easier  f o r  some 
c r i t e r i a ,  such as the  employment effect  and the  access t o  resources of t a rge t  
groups, than for  sa.;-, the  effect  on the  dis t r ibut ion of power and influence. 
Despite the  d i f f i cu l t i e s  of measurement, quantification, even i f  only i n  
orders of magnitude, remains important t o  support the  quali tat ive analysis. 
Where quantificatic:: i s  not possible, spec i f ic i ty  should s t i l l  be stressed 
as  much as possible. 

EFFECTIVE DATE 

September 30, 1982 

When should infornation discussed i n  t h i s  appendix be produced, vhen 
should i t s  collectior. be undertaken? What resources w i l l  be required t o  carry 
out t h i s  kind of work i n  the  i n i t i a l  stages of data collections? In  the  case 
of a region o r  project asea, with the  use of professional expertise the  data 
should be possible t o  obtain i n  two t o  three weeks; i n  the  case of a national 
collection it would probably be advisable t o  obtain the  help of some appropri- 
a t e  local  ins t i tu t ion  or universi ty contract ,  and again t h i s  should e n t a i l  
an exercise of not nore than a few months. Social information should not, of 
course, stand out as  being dif ferent  or special  but should be collected i n  
phase wlth, and integrated with, other stages of project documentation. 

TRANS.  M E M O  NO. 
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APPENDIX 3G 
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ADMINISTRATIVE ANALYSIS 

A. Purpose 
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The purpose of the Administrative Analysis is (i) 
to assess the administrative capabilities of the B/G's 
Implementing Agency in the areas relevant for the 
execution of the project, and (ii) to determine whether a 
specific implementation plan is likely to be workable. 

B. Assessment of Capabilities 

EFFECTIVE DATE 
September 30, 1982 

1. Sco~e of Analvsis 
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The initial assessment of the administrative 
capabilities of a B/G agency is best carried out by 
systematically reviewing its organization, management and 
staffing in those functional areas as discussed in Section 
B of Chapter 8, and usually include Project Management, 
Financial Management, Contracting, Training, Reporting 
and, in many cases, operating the facility when 
completed. The specific tasks for which the Implementing 
Agency would normally be expected to accept responsibility 
are also outlined in Chapter 8; that outline could be used 
as a checklist for exploring the agency's capabilities. 

2. Elements of Analvsis 

a. It is useful to carry out the administrative 
analysis separately for three elements of the agency's 
operations: organization, management and staff. 

b. Organization. Under this heading, the 
following questions should be examined: 

- - Legal Status. An Implementing Agency 

may operate as an integral part of the 
B/G1s government, as an autonomous or 
"semi-autonomous" entity, such as a 
government-owned corporation or 
"authority," or as a mixed or privately 
owned corporation. Its legal status is 
important in that it usually determines 
to a large extent the agency's 



authority to act withou-btaining 
specific approvals from other agencies 
or governmental bodies, such as 
committees established to approve 
contracts. 

- - Financial Status. Agencies may have 

authority to commit their funds, 

AID HANDBOOK 3, ,q.,p 3~ 

whether provided from the government's 
budget or not, and to disburse funds 
without obtaining approval from other 
agencies; in other cases, such 
approvals must be obtained for specific 
financial transactions. Such questions 
are important to judge how promptly an 
agency is likely to act on matters like 
signing contracts, establishing Letters 
of Credit or disbursing funds by other 
means 
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- - Pattern of Organization. The ability 

of an Implementing Agency to act 
promptly is likely to be affected by 

EFFECTIVE DATE 
September 30, 1982 

its internal organization; this is true 
particularly for larger agencies and 
line ministries. It is, therefore, 
important to determine to what extent 
the part of the agency directly 
responsible for project implementation 
depends on the cooperation of other 
parts of the same agency or on their 
approval of actions to be taken. (See 
also subparagraph c, below.) To the 
extent that such interdependencies 
exist, the management and staffing of 
those parts of the agency which are 
indirectly involved in implementation 
actions must also be examined. 

c. Management. The following aspects of the 
Implementing Agency's management must be explored: 

-- Delegations of Authority. Frequently 

only the top manager of an agency has 
authority to act; in other cases, some 



- - a u t h o r i t y  i s delegated t o  1 ower-1 eve1 managers. 'The 
degree t o  which a u t h o r i t y  i s  de legated w i l l  i n f l  uence the  
responsiveness o f  the  agency t o  requests  f o r  a c t i o n  and 
i t s  a b i l i t y  t o  i n i t i a t e  a c t i o n  on i t s  own. 
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- - Experience and C a p a b i l i t y  o f  Managers. 
'The e x ~ e r i e n c e  o f   to^ manaqement. and o f  l owe r - l eve l  
manageis i n  t h e  area' o f  t h e i r  responsi  b i l  i ty, t h e i r  
backgrounds and repu ta t ions ,  are l i k e l y  t o  be determin ing 
f a c t o r s  i n  the  a1 1 oca t i on  o f  irnpl ementat ion 
r e s p o n s i b i l i t i e s  t o  t he  agency. Impor tan t  i n  t h e  
assessment o f  managers i s  n o t  o n l y  competence i n  t h e i r  
p ro fess iona l  f i e l d  b u t  a l s o  a b i l i t y  t o  manage t h e  
a c t i v i t i e s  o f  t h e i r  subordinates, t o  l e a d  and coord ina te .  

EFFECTIVE DATE 
January 10, 1986 

d. S t a f f i n  . The adequacy and turnover  o f  s t a f f i n g  should be 
assessed i n  t he  6 i g t o the  workload which t h e  implementat ion t asks  t o  be 
assigned t o  t h e  agency represent .  I n  t h a t  assessment, both t he  number and 
q u a l i f i c a t i o n s  o f  personnel invo lved,  and work n o t  r e l a t e d  t o  t h e  p r o j e c t  
which i s  a l s o  assigned t o  them, should be considered. When t r a i n i n g  i s  t o  be 
a s i g n i f i c a n t  component, f a c t o r s  such as the  t i m e l y  a v a i l a b i l i t y ,  
q u a l i f i c a t i o n s  and general  Eng l i sh  language p r o f i c i e n c y  o f  candidates f o r  
t r a i n i n g  i s  t o  be ascer ta ined,  as w e l l  as the  c a p a b i l i t y  o f  the  hos t  coun t r y  
o r  i n s t i t u t i o n  t o  r e t a i n  and u t i l i z e  AID t r a i n e d  s t a f f  should be examined. 

3. Tes t i  ng and Implementat ion Plan 
* 
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a. The i n i t i a l  assessment o f  an agency's capab i l  i t i e s  out1 i n e d  
above w i l l  l e a d  t o  conc lus ions on t he  f unc t i ons  and s p e c i f i c  t asks  which t h e  
agency can be assigned w i t h  t he  expec ta t ion  t h a t  i t s  performance w i l l  a t  l e a s t  
be adequate. Should t he  conc lus ion  be t h a t  the agency cannot per fo rm any o f  
the  f unc t i ons  considered, i t  i s  tantamount t o  the  conc lus ion  t h a t  t h e  p r o j e c t  
cannot be implemented. (See paragraph B3b o f  Chapter 8.) I n  most cases, t h e  
conc lus ion  w i l l  be r a t h e r  t h a t  t he re  a re  weaknesses i n  t h e  management, 
o rgan i za t i on  o r  s t a f f i n g  o f  the  Implementing Agency which must be overcome i f  
i t  i s  t o  per form i t s  func t ion .  Such weaknesses must be taken i n t o  account i n  
develop ing an implementat ion plan. That can be done i n  severa l  ways. One i s  
t o  p l a n  f o r  t h e  Miss ion  t o  a s s i s t  t he  agency a t  c e r t a i n  t imes and i n  c e r t a i n  
areas d u r i n g  p r o j e c t  implementat ion w i t h  adv ice  and c o l l a b o r a t i o n  i n  t he  
performance o f  s p e c i f i c  tasks; another i s t o  p rov ide  f o r  ass is tance  i n  c e r t a i n  
areas by consu l t an t s  under c o n t r a c t  t o  the  B/G o r  A I D  as an a d d i t i o n a l  p r o j e c t  
element; f i n a l l y ,  i f  ne i t he r  o f  t he  fo rego ing  remedies i s  f eas ib l e ,  o n l y  those 
tasks  which t h e  agency i s  judged t o  be ab le  t o  per form adequately should be 
assigned t o  t h e  B/G i n  t h e  implementat ion plan. The balance w i l l  have t o  be 
undertaken by o t h e r  pa r t i es .  

$ Revised 



b. A f t e r  develop ing a p r e l  im ina ry  implementat ion plan, (see a l s o  
Chapter 9 )  i t  should  be t e s t e d  aga ins t  t he  conc lus ions  reached f rom t h e  
assessment o f  c a p a b i l i t i e s .  Th is  can be done by f i r s t  l i s t i n g  i n  d e t a i l  a l l  
a c t i o n s  t o  be assigned t o  t h e  B/G and comparing t h a t  l i s t  w i t h  t h e  f i n d i n g s  o f  
t h e  assessment. Th is  may l e a d  t o  some mod i f i ca t ion .s  o f  t he  i n i t i a l  p l an  and 
f u r t he r  d iscuss ions  w i t h  t h e  Implementing Agency t o  make sure t h a t  i t  
understands p r e c i s e l y  those t asks  i t  w i l l  have t o  perform. Fu r t he r  
mod i f i ca t i ons  may be adv isab le  as a r e s u l t  o f  such j o i n t  reviews. The 
A d m i n i s t r a t i v e  Ana lys is  i s  thus  t he  bas i s  f o r  the  development o f  t h e  
implementat ion and development o f  an o r g a n i z a t i o n  and procedura l  mix which 
w i l l  i ncrease t he  chances o f  successfu l  p r o j e c t  management. 
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APPENDIX  3H 

CONTRACTING MODE AND PROCUREMENT PLANNING 

EFFECTIVE DATE PAGE NO. 
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A. Purpose 
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The purpose o f  t h i s  Appendix i s  t o  d e f i n e  A I D ' S  p o l i c y  r ega rd i ng  t h e  
mode o f  c o n t r a c t i n g  t o  be used i n  A I D  f inanced p r o j e c t s  and t o  g i v e  some 
guidance on cons idera t ions  t h a t  should precede t h e  development o f  a  
p r o j e c t  procurement p lan.  P r o j e c t  s p e c i f i c  guidance should be ob ta ined  
from m iss i on  o r  r eg iona l  c o n t r a c t i n g  o r  commodity s p e c i a l i s t s  o r  t h e i r  
coun te rpar ts  i n  t h e  cogn izan t  o r  Management Bureau i n  A I D / \  ( i  .e., f rom 
M/SER/CM o r  M/SER/COM) . 

* B. Procurement Con t rac t i ng  Mode 

1. Miss ion  D i r e c t o r s  a r e  respons ib le  f o r  assur ing  t h a t  p r o j e c t  des ign 
assigns procurement r e s p o n s i b i l i t y  i n  a  manner which bes t  f i t s  t h e  
p a r t i c u l a r  c i rcumstances and w i l l  r e s u l t  i n  t h e  most e f f e c t i v e  implementa- 

(J t i o n  o f  AID-f inanced p r o j e c t s .  There i s  no longer  a  s t a t e d  Agency 
preference between A ID -d i r ec t  and hos t  coun t r y  c o n t r a c t s .  

2. The r e s p o n s i b i l i t y  f o r  procurement o f  AID-f inanced p r o j e c t  goods 
and se rv i ces  r equ i r ed  t o  implement b i l a t e r a l  p r o j e c t s  may be assigned 
among a  wide range o f  e n t i t i e s .  The hos t  countby implement ing agency 
i t s e l  f o r  o t h e r  hos t  coun t r y  agencies (such as c e n t r a l  c o n t r a c t i n g  
agencies) may be invo lved .  E i t h e r  A I D / \  o r  t h e  M iss ion  may assume 
procurement r e s p o n s i b i l i t y ,  o r  AID o r  the  hos t  coun t r y  may ar range f o r  
i n t e rmed ia r i es  (such as o t h e r  U.S. government agencies, p r i v a t e  f i rms ,  
n o n p r o f i t  o rgan i za t i ons ,  o r  educat iona l  i n s t i t u t i o n s )  t o  procure needed 
goods o r  se r v i ces .  I n  ass ign ing  c o n t r a c t i n g  r e s p o n s i b i l i t y ,  t h e  M iss ion  
D i r e c t o r  should t ake  t h e  f o l l o w i n g  i n t o  account:  * 

a. General f a c t o r s  

( 1 ) .  p r o j e c t  des ign and o b j e c t i v e s ,  i n c l u d i n g  t h e  t ype  o f  goods 
o r  se r v i ces  r equ i r ed  and any t i m i n g  c o n s t r a i n t s ;  

* Revised Ma te r i a l  



(2). Borrower/Grantee (B/G) preference; 

(3). procurement c a p a b i l i t y  of the  B/G, i n c l u d i n g  con t rac to r  
se lec t ion ,  con t rac t  admin is t ra t ion ,  and a u d i t  c a p a b i l i t y ;  
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(4). r e l a t i v e  costs; 

3 

( 5 ) .  systems and procedures f o r  e f f e c t i v e  c o n t r a c t  support, 
i n c l u d i n g  con t rac t  admin is t ra t ion ,  coo rd ina t i on  o f  
services, payments and o ther  admin i s t ra t i ve  and l o g i s t i c  
support avai  l a b i  1  i ty; 

EFFECTIVEDATE 

Septenber 30, 1982 

(6). avai 1  ab i  1  i ty and experience o f  A I D  procurement, 1  egal and 
program s t a f f  t o  advise and a s s i s t  t he  hos t  government o r  
t o  undertake AID d i r e c t  cont rac t ing ;  
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( 7 ) .  e f f e c t s  on establ ishment o f  des i red  i n s t i t u t i o n a l  o r  
p ro fess iona l  re la t i onsh ips .  

b. Special  circumstances: 

(1). U.S. u n i v e r s i t y  as a  con t rac t i ng  pa r t y :  Use o f  a  d i r e c t  
A I D  con t rac t  may o f t e n  prove t o  be more appropr ia te  and 
e f f e c t i v e  f o r  c a r r y i n g  ou t  a  p r o j e c t  when a  U.S. 
u n i v e r s i t y  w i l l  be involved. 

(2). Co l l abo ra t i ve  ass is tance s e l e c t i o n  procedure: E i t h e r  an 
AID d i r e c t  o r  a hos t  count ry  cont rac t ,  o r  a  combinat ion 
thereof ,  may be used depending on t h e  circumstances t h a t  
p e r t a i n  t o  the  respect ive  r o l e s  o f  t h e  p a r t i e s  and the  
nature o f  the  long term c o l l a b o r a t i v e  r e l a t i o n s h i p s  t h a t  
a re  desired. 

(3). Potent i  a1 f o r  M i n o r i t y  Business Contract :  When a  proposed 
procurement can be performed by a  s o c i a l l y  o r  economical ly 
disadvantaged f i r m  e l i g i b l e  t o  rece i ve  awards under 
Sect ion 8(a)of the Small Business Act, AID con t rac ts  
d i r e c t l y  w i t h  t h e  U.S. Small Business Admin i s t ra t i on  
(SBA). 

(4). U.S. Government Agency involvement: The B/G may designate 
a  U.S. Government Agency t o  provide, o r  c o n t r a c t  f o r ,  
serv ices  o r  commodities when spec ia l i zed  e x p e r t i s e  i s  
required. For example, AID has a  spec ia l  purchasing 
arrangement w i t h  GSA f o r  contracept ives,  condoms, and 
ma la r i a  e r a d i c a t i o n  equipment and suppl ies.  I n  add i t ion ,  
USAIDs o r  AID/W may procure p r o j e c t  goods o r  services. 

3 



( 5 ) .  U.S. Government Owned Proper ty :  If, pursuan t  t o  Sec t ion  
608 o f  t h e  FA Act, U.S. Government p r o p e r t y  i s  t o  be used 
on t h e  p r o j e c t ,  i t  may be p rov ided  by t h e  AID Government 
P rope r t y  Resources D i v i s i o n ,  M/SER/COM, under e s t a b l i s h e d  
procedures. 

- 

4. Waivers 
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(r31 There a re  no waivers assoc ia ted  w i t h  t h e  s e l e c t i o n  o f  a  p a r t i c u l a r  
c o n t r a c t i n g  mode. The d e c i s i o n  on t h e  r e s p o n s i b i l i t y  f o r  c o n t r a c t i n g  i s  
made by t h e  M iss ion  D i r e c t o r  o r  t h e  AID/W o f f i c i a l  approv ing t h e  
p r o j e c t .  Th is  d e c i s i o n  i s  t o  be r e f l e c t e d  i n  t h e  P r o j e c t  Paper o r  o t h e r  
accompanying p r o j e c t  documentation. (See Handbook 1, Supplement 0, 
Chapter 3  and Handbook 11, 12, 14 and 15 f o r  d e t a i l s . )  

C. Procurement P lann ing  Considerat ions 

TRANS. MEMO NO. 
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The f o l l o w i n g  procurement ques t ions  and p lann ing  cons ide ra t i ons  a re  
p rov ided  t o  a s s i s t  t h e  AID P r o j e c t  Manager and h i s / h e r  hos t  c o u n t r y  
coun te rpa r t  p l a n  f o r  t h e  implementat ion o f  procurement a c t i v i t i e s  du r i ng  

(V p r o j e c t  development. Such procurement ma t te r s  shou ld  be g i ven  genera l  
cons ide ra t i on  as e a r l y  as t h e  PID stage. By t h e  t i m e  t h e  P r o j e c t  Paper 
i s  presented, a  procurement plan, which i s  t h e  outgrowth o f  such 
cons idera t ions ,  should be s i g n i f i c a n t l y  advanced and assessed f o r  i t s  
f e a s i b i l i t y .  Time spent i n  c a r e f u l  p repa ra t i on  o f  t h e  p r o j e c t  
procurement p l a n  can s u b s t a n t i a l l y  reduce de lays i n  a c t u a l  
implementat ion. 

The p a r t i c i p a t i o n  o f  Borrower/Grantee personnel i n  t h e  development o f  t h e  
procurement p l a n  i s  ve ry  impor tant .  I n  many cases, t h e  hos t  c o u n t r y  w i l l  
i t s e l f  be doing t h e  con t rac t i ng .  Development o f  t h e  procurement p l a n  
serves t o  f a m i l i a r i z e  Borrower/Grantee personnel w i t h  t h e  usual  s teps  

t (and p o s s i b l e  snags) i n  t h e  procurement process, c l a r i f i e s  what t h e i r  
r e s p o n s i b i l i t i e s  w i l l  be rega rd ing  t h e  p r o v i s i o n  o f  i n p u t s  ( i n  cash o r  i n  
k i nd )  and i s  in tended t o  sur face  needs f o r  s p e c i a l  procurement 
a u t h o r i z a t i o n s  o r  AID waivers.  I f  waivers  a re  t o  be needed, such should 
be ob ta ined  be fo re  o r  a t  t h e  same t i m e  t h e  p r o j e c t  i s  author ized.  

EFFECTIVE DATE 

September 30, 1982 

The f o l l o w i n g  ques t ions  a re  in tended t o  h e l p  d e f i n e  t h e  procurement and 
c o n t r a c t i n g  elements o f  a  p r o j e c t .  The Attachment he re to  p rov ides  
a d d i t i o n a l  guidance. I t  i s  a n t i c i p a t e d  t h a t  t h e  answers t o  many o f  t h e  
ques t ions  i n  Sect ions 0, C, and D o f  t h e  Attachment t o  t h i s  Appendix w i l l  
be presented i n  t h e  P r o j e c t  Paper i t s e l f  i n  c h a r t  form. Ques t ions  i n  t he  
Attachment are posed i n  r eve rse  o rde r  f rom t h e  o rde r  o f  implementat ion 
i t s e l f .  Th i s  i s  t o  e n c o m r d j e c t  Managers t o  analyze procurements 
f r om t h e  perspec t i ve  t h a t ,  i n  o rde r  t o  accompl ish a c t i o n s  by a  c e r t a i n  (1/ date, t hey  need t o  i n i t i a t e  such a c t i v i t i e s  w i t h  an adequate amount o f  
l e a d  time. The char ted  summary o f  a c t i o n s  would be shown i n  t h e  o rde r  o f  
implementat ion. 

PAGE NO. 

3H-3 



P r e l i m i n a r y  Procurement P lanning Cons idera t ions  

What s p e c i f i c  commodities a re  needed? What about ope ra t i ng  o r  spare 
p a r t s ?  

AID HANDBOOK3, 3~ 

What w i  11 t h e y  c o s t ?  (A1 1 ow f o r  t r a n s p o r t a t i o n ,  i nsurance, con t ingenc ies  
and e s c a l a t i o n  - compounded f o r  f u t u r e  years.  ) 

TRANS. MEMO NO. 

3:43 
PAGE NO. 

3H-4 

From what sources are t h e y  a v a i l a b l e ?  (Geograph ica l l y  and by t y p e  o f  
supp l i e r . )  How l o n g  does i t  t a k e  f o r  t h e  supp ly  o f  such goods o r  
s e r v i  ces? 

EFFECTIVE DATE 

September 30, 1982 

What agency w i l l  f i n a n c e  which i tems? (Funds must be a v a i l a b l e  i n  a  
commitment sense o f t e n  before a d v e r t i s i n g  o r  c o n t r a c t i n g  can proceed and 
/ o r  be a v a i l a b l e  before purchases can t ake  p l a c e  - b u i l d  t h i s  
c o n s i d e r a t i o n  i n t o  t h e  schedule. ) 

Which p a r t i c i p a n t  o r  agency w i l l  purchase which i tems? Dec is ions  should 
be based on a n a l y s i s  of p r o j e c t  needs, o t h e r  t echn i ca l ,  p o l i t i c a l ,  
a d m i n i s t r a t i v e  and c o s t  cons idera t ions ,  and c a p a b i l i t y l c a p a c i t y  o f  
p a r t i c i p a n t  o rgan i za t i ons  ( p r i o r  exper ience, personnel,  i n - p l  ace systems, 
procedures and documentation, c o o r d i n a t i o n  and communications a b i l i t i e s  

3 
e t c . )  

W i l l  a  procurement agent be used? I f  so, which p a r t i c i p a n t  w i l l  s e l e c t  
and h i r e  i t ?  (Handbook 11, Chapter 1  f o r  Host Country o r  Handbook 14 f o r  
D i r e c t  AID con t rac t i ng .  ) 

What procedures w i l l  be used f o r  each procurement (AID, hos t  coun t ry ,  
l o c a l ,  combined donor r u l e s ) ?  

What w i l l  be t h e  c o n t r a c t  d e l i v e r y  terms (i.e., f o r  commodit ies: FOB, 
FAS, C&F, C IF)?  

What f i nancinglpayment procedures and documentation w i  11 be used? 

Who ( p a r t i c i p a n t l a g e n c y  o f f  i c i  a1 s )  has t o  approve what s p e c i f i c  ac t i ons?  
How w i l l  these approvals  and o t h e r  communications be coord ina ted?  How 
l o n g  w i l l  t hey  t ake?  

Who w i l l  arrange f o r  ocean o r  a i r  t r a n s p o r t a t i o n  and e.g., door t o  door 
o r  mar ine insurance? 

What i s  sh ipp ing  a v a i l a b i  1  i t y ?  What a re  p o r t  c o n d i t i o n s ?  

Who w i l l  arrange f o r  customs clearance, i n l a n d  t r a n s p o r t a t i o n  and 
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s to rage?  Who w i  11 keep a r r i v a l  , i n s p e c t i o n  and accoun t ing  r eco rds?  

I s  any l o c a l  o r  o f f s h o r e  t r a i n i n g  i n  equipment ope ra t i ons  needed? Who 
w i l l  p r o v i d e  such t r a i n i n g  se r v i ces?  

Are any e r e c t i o n ,  s t a r t u p  o r  maintenance s e r v i c e s  needed? By whom 

C, (suppl  i e r s ,  c o n s u l t a n t s ) ?  

W i  11 commodit ies be i nsured/warehoused/protected a f t e r  a r r i v a l ?  What 
about equipment warrantees and/or performance bondi  ng? 

When w i l l  v a r i o u s  a c t i o n s  t a k e  p l a c e ?  ( A  network t y p e  schedule can show 
how procurement a c t i o n s  r e l a t e  t o  o t h e r  p r o j e c t  events.  The schedule 
shou ld  be based on c a r e f u l  a n a l y s i s  o f  e s s e n t i a l  a c t i o n s  a l l o w i n g  a 
reasonable  amount of t i m e  f o r  each ac t i on .  Some a c t i o n s  can be taken  
contemporaneously; o t h e r s  must be done s e q u e n t i a l l y .  A l l o w  t i m e  f o r  
communications and t r a n s m i t t a l  of documents. Remember, i n  a bureaucracy 
- ours  o r  t h e i r s  - an approva l  usua l  l y  takes  more t han  a day o r  two. ) 

Do any o f  t h e  planned a c t i o n s  r e q u i r e  waivers ,  s p e c i a l  approvals,  
procedures o r  j u s t i f i c a t i o n  t o  s a t i s f y  A I D  requ i rements?  
(See Chapter 2 o f  Handbook 15 on commodity e l i g i b i l i t y . )  



Deta i  l e d  Considerat ions f o r  Prepar ing  a  P r o j e c t  Procurement P lan  

Attachment 1  

Reference 

A. General 

PAGE NO. TRANS. MEMO NO. 

1. What goods o r  se rv i ces  w i l l  be ob ta i ned  f o r  t h e  p r o j e c t  under 
c o n t r a c t ?  L i s t  each c o n t r a c t  separate ly ,  i n c l u d i n g  a  b r i e f  
d e s c r i p t i o n  o f  t h e  scope o f  se rv i ces  o r  t ypes  o f  commodit ies and t h e  
in tended t y p e  o f  c o n t r a c t  and c o n t r a c t o r  as p r e c i s e l y  as p o s s i b l e  
(e. g. a g r i c u l t u r a l  ex tens ion  se rv i ces  f rom a  U.S. u n i v e r s i t y ,  
a r ch i t ec t / eng inee r  se rv i ces  f o r  an i r r i g a t i o n  f e a s i b i l i t y  s tudy  f rom 
a  commercial f i r m ,  o f f i c e  equipment f rom t h e  General Serv ices  
Admin i s t r a t i on ,  adv i so ry  se rv i ces  t o  t h e  M i n i s t r y  o f  A g r i c u l t u r e  f rom 
an i nd i  v i  dual  ) . 

EFFECTIVE DATE 

LI HB l B ,  Ch. 3  2. Which o f  t h e  c o n t r a c t s  l i s t e d  above w i l l  be awarded by t h e  
borrower /grantee? Which wi 11 be awarded by AID? E x p l a i n  b r i e f l y  why 
a  d i r e c t  AID c o n t r a c t  i s  p r e f e r r e d  i n s t e a d  o f  a  h o s t  coun t r y  c o n t r a c t .  

t 

3: L i s t  c r i t i c a l  dates f o r  t h e  work under each c o n t r a c t .  I n c l u d e  
beginn ing and comple t ion  dates f o r  ac tua l  work, as w e l l  as 
i n te rmed ia te  dates whl;ch must be met i n  o rde r  f o r  t h e  p r o j e c t  t o  
proceed exped i t i ous l y .  Consider events  which may a f f e c t  t h e  
schedul ing, such as p l a n t i n g  season, monsoon season, r e l i g i o u s  
observances,, e t c .  Dates may be shown e i t h e r  s p e c i f i c a l l y  (e.g., May 
1, 1982) o r  as elapsed t i m e  be fo re  o r  a f t e r  a  benchmark. da te  (e.g., 
s i x  months a f t e r  t h e  P r o j e c t  Agreement i s  s igned) .  

L. 4. What i s  t h e  es t imated  c o s t  o f  each c o n t r a c t ?  Show, i n s o f a r  as 
poss ib le ,  t h e  l o c a l  cu r rency  and U.S. d o l l a r  percentages. 

1  

HB l B ,  Ch. 15 5. How w i l l  each AID f i nanced  c o n t r a c t  w i l l  be p a i d  ( i .e. ,  D i r e c t  
Reimbursement t o  t h e  B/G, D i r e c t  L e t t e r  o f  Commitment, Bank L e t t e r  o f  
Commitment/Letters o f  C red i t ,  Federal  Reserve L e t t e r  o f  C red i t ,  
D i r e c t  Payment by AID/W o r  t h e  M iss ion )?  

September 30, 1982 AID HANDBOOK 3, App 3H 

*May be presented i n  c h a r t  form. 

3:43 



Attachment 1  

B. Contracts  f o r  Technica l  and Pro fess iona l  Serv ices  

PAGE NO. 

2  

HB 11, ch. 1  1. Country Cont rac ts  

For each coun t r y  c o n t r a c t  f o r  t e c h n i c a l  o r  p r o f e s s i o n a l  se rv i ces  
i d e n t i f i e d  i n  A above, cons ider :  

EFFECTIVE DATE 

September 3 0 ,  1982 

*a. The da te  by which t echn i c i ans  should be on s i t e ;  L 3 
*b. The l o g i s t i c  suppor t  t o  be p rov ided  by A I D  o r  the  

v 

TRANS. MEMO NO. 
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b ~ r r o w e r / ~ r a n t e e ,  w i t h  spec i  a1 emphasis on- those  i tems 
r e q u i r e d  be fo re  t he  c o n t r a c t o r  begins performance such as 
housing, o f f i c e  equipment, etc. ,  and i tems c r i t i c a l  f o r  
o t h e r  stages o f  performance; 

AID HANDBOOK 3 ,  3~  

*c. The elapsed t ime  between c o n t r a c t  s i g n a t u r e  ( i n c l u d i n g  
A I D  approval )  and t he  t ime  t echn i c i ans  w i l l  a r r i v e ;  

*d. The t y p i c a l  elapsed t ime  between comple t ion  o f  
c o n t r a c t  n e g o t i a t i o n s  and f i n a l  hos t  c o u n t r y  s i gna tu re  and 
approval  o f  t h e  con t rac t ;  

*e. Est imated t ime  t o  o b t a i n  a  c o s t  proposal  and complete 
n e g o t i a t i o n s  w i t h  t h e  con t rac to r ;  

*f. Time requ i red  t o  eva lua te  t e c h n i c a l  p roposa ls  and 
s e l e c t  a  con t rac to r ;  

*g. Time r e q u i r e d  t o  o b t a i n  t e c h n i c a l  proposals .  I nc l ude  
p repa ra t i on  o f  t he  Request f o r  Technica l  Proposals  m a i l i n g  
t ime  t o  d i s t r i b u t e  t h e  RFTP and r e c e i v e  proposals ,  and t ime  
f o r  c o n t r a c t o r s  t o  prepare proposals;  

*h. Time f o r  p r e q u a l i f i c a t i o n ,  i f  used. I n c l u d e  
p repa ra t i on  o f  p r e q u a l i f i c a t i o n  ques t ionna i res ,  m a i l i n g  
t i m e  t o  d i s t r i b u t e  ques t ionna i res  and r e c e i v e  completed 

3 
ones, t ime  f o r  c o n t r a c t o r s  t o  complete t h e  ques t ionna i re ,  
and t ime  f o r  e v a l u a t i o n  t o  e s t a b l i s h  a  p r e q u a l i f i e d  l i s t ;  

*i. A d v e r t i s i n g  t ime, i n c l u d i n g  p repa ra t i on  o f  t h e  no t i ce ,  
t i m e  t o  process t h e  n o t i c e  f o r  p u b l i c a t i o n ,  and t ime  t o  
r e c e i v e  responses. 

*May be presented i n  c h a r t  form. 



*j. Are any waivers  o r  s p e c i a l  a u t h o r i t i e s  necesary t o  
proceed as planned? 

Attachment 1  

*k.  Review any o t h e r  p e r t i n e n t  f a c t o r s .  

D i r e c t  Con t rac ts  

PAGE NO. TRANS. MEMO NO. 

For each AID d i r e c t  c o n t r a c t  f o r  t e c h n i c a l  o r  p r o f e s s i o n a l  
se r v i ces  i d e n t i f i e d  i n  A above, cons ider :  

EFFECTIVE DATE 

*a. The da te  by which t e c h n i c i a n s  should  be on s i t e ;  

t 

*b. The l o g i s t i c  suppor t  t o  be p rov i ded  by A I D  o r  t h e  B/G, 
w i t h  s p e c i a l  emphasis on those  i tems r e q u i r e d  be fo re  t h e  
c o n t r a c t o r  begins performance, such as hous i  ng, o f f  i c e  
equipment, e tc . ,  and i tems c r i t i c a l  f o r  o t h e r  s tages o f  
performance; 

*c, 'The e lapsed t ime  between c o n t r a c t  s i g n a t u r e  and t h e  
t i m e  t e c h n i c i a n s  w i l l  a r r i v e ;  

3  

*d. Time f r om r e c e i p t  of t e c h n i c a l  e v a l u a t i o n  u n t i l  
c o n t r a c t  i s  s igned ( i n c l u d i n g  a u d i t  r ev i ew  and 
n e g o t i a t i o n ) .  (98 days may be used f o r  A I D / W  
procurements ) ;** 

September 30, 1982 AID HANDBOOK 3, App 3H 

*e. Time f o r  t e c h n i c a l  o f f i c e  e v a l u a t i o n  o f  p roposa ls  (63 
days may be used f o r  AID/W procurements);** 

3 :43 

*f. Time f o r  r e c e i p t  o f  PIO/T by c o n t r a c t i n g  o f f i c e  u n t i l  
p roposa ls  are rece ived  ( i n c l u d i n g  smal l  bus iness rev iew) .  

*g. Time f o r  p r e p a r a t i o n  and c learance  ( b o t h  M i ss i on  and 
AID/W o f  PIO/T. 

*h. Are any wa ive rs  o r  a u t h o r i t i e s  needed t o  proceed as 
planned? 

*i. Review any o t h e r  p e r t i n e n t  f a c t o r s .  

*May be presented i n  c h a r t  form, 
**E 1  apsed t i m e  es t imates  based on p rev i ous  AID procurement 

ac t i ons .  



C. Cons t ruc t ion  Cont rac ts  

Attachment 1  

HB 11, Ch. 2 1. Country Con t rac t s  

For  each c o u n t r y  c o n t r a c t  f o r  c o n s t r u c t i o n  s e r v i c e s  i d e n t i f i e d  
i n  A  above, cons ider :  

AID HANDBOOK 3, App 3H 

*a. Date by  which c o n s t r u c t i o n  i s  t o  be completed; 

TRANS. MEMO NO. 
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*b. Date by which c o n t r a c t o r  must commence work a t  s i t e ;  

EFFECTIVE DATE 

September 30, 1982 

*c. E l  apsed t i m e  between c o n t r a c t  s i g n a t u r e  (i d l  u d i  ng AID 
approva l )  and t h e  t i m e  c o n t r a c t o r  can g e t  personnel ,  
equipment, and m a t e r i a l s  t o  s i t e ;  

*d. Typ i ca l  e l  apsed t ime  between s e l e c t i o n  o f  c o n t r a c t o r  
and f i n a l  h o s t  coun t r y  s i gna tu re  of c o n t r a c t ;  

*e. Time needed t o  eva lua te  b i ds ;  

*f. Time t o  s o l i c i t  and r e c e i v e  b ids .  I n c l u d e  p r e p a r a t i o n  
of t h e  I n v i t a t i o n  f o r  B ids ( i n c l u d i n g  AID approval . ) ,  
d i s t r i b u t i o n ,  comp le t ion  o f  b i d  documents by  b idders ,  and 
submission of b ids ;  

*g. Time r e q u i r e d  f o r  p r e q u a l i f i c a t i o n .  I n c l u d e  
p r e p a r a t i o n  of t he  prequal  i f  i c a t i o n  ques t ionna i res ,  mai 1  i ng 
t ime  t o  d i s t r i b u t e  ques t i onna i r es  and r e c e i v e  completed 
ones, t i m e  f o r  c o n t r a c t o r s  t o  complete t h e  ques t ionna i res ,  
and t i m e  f o r  e v a l u a t i o n  t o  e s t a b l i s h  a  p r e q u a l i f i e d  l i s t ;  

*h. A d v e r t i s i n g  t ime,  i n c l u d i n g  p r e p a r a t i o n  o f  t h e  n o t i c e ,  
t i m e  t o  process t h e  n o t i c e  f o r  p u b l i c a t i o n ,  and t ime  t o  
r e c e i v e  responses. 

*i. Are any waivers  o r  s p e c i a l  a u t h o r i t i e s  necessary t o  
proceed as planned? 

*j. Review any o t h e r  p e r t i n e n t  f a c t o r s .  

*May be presented i n  c h a r t  form. 



D i r e c t  Con t rac ts  

Attachment 1  

D i r e c t  c o n t r a c t s  a re  r a r e l y  used by AID f o r  c o n s t r u c t i o n  
se r v i ces .  I f  suc t~  a  c o n t r a c t  i s  a n t i c i p a t e d ,  t he  O f f i c e  o f  Con t rac t  
Management, AID/W, must be consu l t ed  be fo re  t h e  procurement p l a n  i s  
prepared. 

HB 11, Ch. 3  

PAGE NO. 
5 

D. Procurement o f  Equipment and M a t e r i a l s  

EFFECTIVE DATE 

September 30, 1982 AID HANDBOOK 3, App 3H 

1. Countrq Con t rac ts  

TRANS. MEMO NO. 
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For each coun t r y  c o n t r a c t  f o r  equipment and m a t e r i a l s  i d e n t i f i e d  
i n  A  above, cons ider :  

*a. W i l l  t h e  B/G p rocure  commodit ies i t s e l f  o r  w i l l  a  
procurement agent be used? I f  t h e  l a t t e r  i s  t h e r e  an 
e x i s t i n g  c o n t r a c t  w i t h  a  procurement agent? I f  not ,  and 
AID w i l l  f i n a n c e  procurement agent se r v i ce ,  d i scuss  t h e  
procurement agent c o n t r a c t  i n  t i l e  c o n t e x t  o f  B  above; 

*b. By what d a t e ( s j  must commodit ies be d e l i v e r e d  o r  
i n s t a l l e d  a t  p o i n t  o f  use? 

*c. How l ong  aoes i t  t a k e  t o  g e t  t h e  commodit ies f r om  
p o i n t  o f  p r o d u c t i o n  t o  p o i n t  o f  use ( i n c l u d e  bo th  
i n t e r n a t i o n a l  and l o c a l  t r a n s p o r t a t i o n  and t y p i c a l  customs 
c learance  t i m e ) ?  Consider f a c t o r s  whi c t ~  m igh t  i n f l u e n c e  
t h e  a e l i v e r q  sc t~eau le  (e.g. roads impassable d u r i n g  monsoon 
season, p o r t  back log o f  4  weeks, e tc . ) .  

*d. Are commodit ies i n  s tock  o r  made t o  o r d e r ?  I f  t i l e  
l a t t e r ,  iiow long does i t  t a k e  t o  produce t h e  commodit ies? 

*e. Typ ica l  e lapsed t i m e  between t i l e  t ime  t i l e  s u p p l i e r  i s  
se l ec ted  and AID approva l  o f  c o n t r a c t  ( i n c l u d i n g  f i n a l  t iost  
coun t r y  s i g n a t u r e  o f  c o n t r a c t ) ;  

*f. Time t o  eva lua te  b i d s  o r  n e g o t i a t e  o f f e r s ;  

*May be presented i n  c h a r t  form. 



*g. Time t o  s o l i c i t  and r e c e i v e  b i d s  o r  o f f e r s .  I n c l u d e  
p r e p a r a t i o n  o f  t h e  I n v i t a t i o n  f o r  B ids  o r  Request f o r  
Quo ta t i ons  ( i n c l u d i  rig development o f  s p e c i f i c a t i o n s )  , AID 
approval  o f  t h e  IFB/RFQ, d i s t r i b u t i o n ,  comp le t ion  o f  
documents, and submission o f  b i d s  o r  o f f e r s ;  

At tachment 1 

*h. A d v e r t i s i n g  t ime,  i n c l u d i n g  p r e p a r a t i o n  o f  t h e  n o t i c e ,  
t ime  t o  process t h e  n o t i c e  f o r  p r e q u a l i f i c a t i o n ,  and t i m e  
t o  r e c e i v e  responses. 

3 
*i. Are any waivers  o r  s p e c i a l  a u t h o r i t i e s  necessary t o  
proceed as planned. 

AID HANDBOOK 3 ,  3~ 

*j. Review any o t h e r  p e r t i n e n t  f a c t o r s .  

TRANS. MEMO NO. 
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HB 14 & 15 2. D i r e c t  Con t rac ts  o r  Procurements by  Other USG Agencies 

EFFECTIVE DATE 

September 30, 1982 

For  each procurement o f  commodit ies by a  U. S. Government agency 
( i n c l u d i n g  AID) i d e n t i f i e d  i n  A  above, spec i f y :  

*a. By what d a t e ( s )  must commodit ies be d e l i v e r e d  o r  
i n s t a l l e d  a t  p o i n t  o f  use? 

d 
*b. How long  does i t  take  t o  g e t  t h e  commodit ies f r om  
p o i n t  of p roduc t i on  o f  p o i n t  of use ( i n c l u d e  b o t h  
i n t e r n a t i o n a l  and l o c a l  t r a n s p o r t a t i o n  and t y p i c a l  customs 
c learance  t i m e ) ?  Consider f a c t o r s  which m igh t  i n f l u e n c e  
t h e  d e l i v e r y  schedule (e.g., roads impassable d u r i n g  
monsoon season, p o r t  back log o f  4  weeks, e t c . ) .  

*c. Are commodit ies i n  s tock  o r  made t o  o r d e r ?  I f  t h e  
l a t t e r ,  how long  does i t  take  t o  produce t h e  commodit ies? 

*d. Time t o  s e l e c t  a  s u p p l i e r  and award a  c o n t r a c t .  Given 
t he  commodity and t he  l i k e l y  USG procurement o f f  i ce ,  

3 
cons ider  t h e  need f o r  a d v e r t i s i n g ,  p r e p a r a t i o n  and 
d i s t r i b u t i o n  o f  an IFB o r  RFQ, submission o f  b i d s  o r  
o f f e r s ,  e v a l u a t i o n  o f  b i d s  o r  n e g o t i a t i o n  o f  o f f e r s ,  and 
c o n t r a c t  award. 

*May be presented i n  c h a r t  form. 



Attachment 1 

L. 

*e. Time t o  prepare and i ssue  a PIO/C. I nc l ude  
development o f  s p e c i f i c a t i o n s ,  M i ss i on  and AID/\ 
c learances, and i f  appropr ia te ,  s i gna tu re  by t h e  hos t  
country .  

AID HANDBOOK 3, App 3H 

*f. Are any waivers  o r  spec ia l  a u t h o r i t i e s  necessary t o  
proceed as planned? 

*g. Review any o t h e r  p e r t i n e n t  f a c t o r s .  

TRANS. MEMO NO. 

3:43 

*May be presented i n  c h a r t  form. 

EFFECTIVE DATE 

September 30, 1982 
PAGE NO. 
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APPENDIX 31 

L 

PAYMENT PROCEDURES 

AID HANDBOOK 3 

1. Disbursement Methods 

AID disbursement can be made in several ways, some of 

which are suitable only for dollar disbursements, some primarily 

TRANS. MEMO NO. 

3:43 

for local currency disbursements.and some for both. In the descrip- 

tion of the various disbursement methods which follovs, the principal 

or exclusive use of each method for dollar or local currency disburse- 

EFFECTIVE D A T E  

September 30, 1982 

ments is indicated. The disbursement procedures to be used for any 

PAGE NO. 
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specific project must be agreed with the Implementing Agency and set 

forth in an Implementation Letter. Different methods may be used to 

finance discrete project elements or different contracts within an 

element. Changes may be agreed upon as implementation proceeds. 

(Additional discussioas of disbursement procedures are contained in 

Handbook 19.) 

a. Direct Reimbursements. AID reimburses the B/G for 

foreign exchange or local currency payments already made from its 

OM sources. The direct reimbursement method is the preferred method 

of financing for all types of assistance because it gives AID the 

L. opportunity for full review of the transaction before making payment. 

However, it is workable only if the B/G has sufficient financial 

resources to make the required payments and await reimbursement by 

A D  In some situations, AID may make an advance of funds or establish 

a revolving fund from which the B/G makes payment; replenishment of 

such funds then constitutes the reimbursement. 

b. Direct Payments. Contracts, Purchase Orders and 

institutional grant agreements may provide for direct payment by 

AID against presentation of invoices and other specified documents, 



without the use of a Letter of Commitment or other similar document. 

Such payment requests are normally accompanied by a B/G payment 

authorization statement and can be made in dollars or local currency. 

In certain instances, disbursements may be made to intemediate credit 

PAGE NO. 
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institutions or other B/G agencies without the presence of documentation 

3 TRANS. MEMO NO. 

3 :43 
EFFECTIVE DATE 

September 30, 1982 

to support each individual subsidiary transaction, provided that AID 

AID HANDBOOK 3, 31 

has satisfied itself of the existence of appropriate internal B/G 

controls and procedures, and that periodic reporting is effected to 

AID'S satisfaction. 

c. AID Direct Letters of Commitment to Suppliers or 

Contractors (Direct L/Com). AID may issue Direct Letters of Commitment 

to suppliers and contractors and make payments directly to them on 

receipt of invoices and supporting documentation. The direct letter 

of commitment method permits AID to revieu documents before making 

payments and avoids bank charges incurred through the use of bank 

letters of commitment. It is preferable to use direct letters of 

commitment for B/G contracts for services from U.S. firms, large 

bulk shipuents or any other transactions where .UD wfshes to review 

documentation prior to payment. The Direct ~ / C o m  is used primarily 

for dollar disbursements. 

d. AID Letters of Commitment to Banks (Bank L/Com) . 
This method of financing utilizes established commercial banking 

channels for payments to suppliers and contractors. AID and a U.S. 

bank enter into an agreement under which the bank is authorized to 

make payments to contractors and suppliers for services and commodities 



b 
within the requirements set forth in the L/Com. Payments for purchases 

are arranged by the B/G through commercial Letters of Credit for which 

the L/Com provides the financial backing. The L/Com can be used for 

AID HANDBOOK 3, App 31 

all dollar procurement under project assistance. * 

EFFECTIVE DATE 
September 30, 1982 
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3 :43 

e. Advance Payment. Federal policy endorses extending 
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advances intreasonable amounts to non-profit educational or research 

institutions for experimental or development work. AID extends this 

policy to all non-profit organizations, including U.S. or internarional 

PVO's, U.S. educational and reszarch institutions and international 

research institutions. AID is required to monitor cash management 

practices and performances of these institutions to ensure that federal 

funds are not maintained in excess of their disbursement needs. -4dvanced 

paylments may also be used to profit making entities under certain circum- 

LI stances. (See Eandbook lB, Chapter 15.) Cash advance payments should be 

made as close as is administratively feasible to actual disbursement 

needs of recipient organizations. There are two types of advance payment 

methods : (I) Periodic Advances by Treasury Check. A payment is 

made to a contractor/grantee upon its request prior to its OM disburse- 

ment. The amount of periodic advances should be based upon an analysis 

L, 
of cash requirements of the contractor or grantee and should only be in 

amounts necessary to meet current disbursement needs. .Advances to profit 

making concerns should be coordinated with M/AA/SER. 

(2) Federal Reserve Letters of Credit (FRLC). Treasury 

regulatione require use of the FRLC where (I) has or expects to have a 

* Since bank letters of commitment require a fee for bank issuance 
and administration, and because control of disbursement by AID 
may be somewhat lessened, such letters of commitment should be 
restricted to usage where industry practices require bank letters 
of credit and/or where numerous lettersof credit are expected to 
be issued. 



continuing relationship with a recipient organization, usually an 

educational institution or non-profit organization, for at least one 
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year; (2) annual payments aggregate at least $120,000; (3) the recipient 

has the ability to maintain procedures to disburse funds after they 

have been received; and (4) the recipient's financial management system 3 
meets the standards for fund control and accountability. Use of the 

FRLC method is stipulated in a clause in the grant, contract or other 

finance agreement; that clause commits the recipient organization to 

initiating cash drawdowns only when actually needed, to timely report- 

ing of cash disbursements and balances, and to the imposition of the 

same standards of management upon any secondary recipient. AID typically 

uses the FRLC procedure for contract or grant financing non-profit 
c9 

organizations but may also use the procedures for profit making organiza- 

tions in certain instances. AID does not use the FRLC procedure under 

loan agreements. The FRLC is not to be used when an element of local 

cost financing is involved except as described in Handbook 1, Supplement 

B, Chapter 15. 

2. Fixed Amount Reimbursement 

See Appendix J. 

3 
3. Payment Documentation 

Documents required for payment under the disbursement methods 

described in paragraph 1, above, are discussed in paragraph C3d of 

Chapter 8 and Handbooks 11 and 19. 

d 
EFFECTIVE DATE 

September 30, 1982 
TRANS. MEMO NO. 
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Li- APPENDIX 35 

AID HANDBOOK 3  

USE OF FIXED AMOUNT REIMBURSEMENT 
METHOD FOR LOCAL COST FINANCING 

A. P o l i c y  

Trans. Memo. No. 

3:72 

It i s  AID p o l i c y  t o  use t h e  f i x e d  amount reimbursement method where t h e  
p r o j e c t  s t r u c t u r e  and avai 1  ab le  qua1 i f  i e d  personnel i n  t h e  Miss ion o r  
f rom t h e  hos t  country  meet t h e  c r i t e r i a  discussed i n  Sect ion  C, below. 
Whi le t h e  c r i t e r i a  and precond i t ions  f o r  us ing t h e  f i x e d  amount 
reimbursement method may be d i f f i c u l t  t o  meet, t h e  b e n e f i t s  from the  
method are  such t h a t  f i e l d  Missions should seek t o  apply t h e  method as 
o f t e n  as poss ib le .  The "pure" F ixed Amount Reimbursement (FAR) Method 
descr ibed i n  Sect ion B  and t h e  v a r i a t i o n s  descr ibed i n  Sect ion D  are 
acceptable a l t e r n a t i v e s ,  even though no t  a l l  t he  l a t t e r  p rov ide  f o r  t he  
reimbursement o f  a  f i x e d  amount. 

B. D e f i n i t i o n  o f  Fixed Amount Reimbursement Method 

E f f e c t i v e  Date 

Sept. 30, 1982 

1. The pr imary d i s t i n c t i o n  between t h i s  method and o the r  disbursement 
methods i s  t h a t  t h e  reimbursement i s  made f o r  ou tpu ts  r a t h e r  than 
inputs;  AID i s ,  there fore ,  no t  concerned about t h e  procedures used by 
the  B/G i n  acqu i r i ng  t h e  inputs .  It i s  merely concerned about t h e  
conformance o f  t h e  outputs t o  p rev ious l y  agreed s p e c i f i c a t i o n s  o r  
standards. I n  t h e  "pure" FAR method, a  f u r t h e r  d i s t i n c t i o n  from o the r  
disbursement procedures i s  t h a t  AID's payments are  n o t  based on ac tua l  
cos t .  Rather, t h e  amount o f  reimbursement i s  f i x e d  i n  advance based 
upon reasonable cos t  est imate reviewed and approved by AID. 
Reimbursement i s  made upon phys ica l  complet ion o f  a  p r o j e c t  o r  
subpro jec t  o r  a  q u a n t i f i a b l e  element w i t h i n  the  p r o j e c t .  There are  two 
essen t i a l  aspects o f  t h i s  method: 

Page No. 
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a. The d e f i n i t i o n  o f  a  t o t a l  p r o j e c t  (subpro jec t  o r  a  
q u a n t i f i a b l e  element w i t h i n  a  p r o j e c t ) ,  t he  p repa ra t i on  o f  cos t  
est imates and an agreement i n  advance on t h e  amount o f  AID's 
c o n t r i b u t i o n ,  and 

b. Reimbursement upon s a t i  s f a c t o r y  complet ion o f  t h e  agreed upon 
work. 

2. Determinat ion o f  P r o j e c t  Costs and Amount o f  AID Con t r i bu t i on  

a. The r e c i p i e n t  government and AID i d e n t i f y  t h e  p r o j e c t  f o r  
which U.S. ass is tance i s  desired, together  w i t h  est imated f i n a n c i a l  
requirements f o r  t h e  t o t a l  p r o j e c t  as w e l l  as subprojects.  The 
r e c i p i e n t  government may i nc lude  i n  i t  est imates o f  cos ts  and amount f o r  
i n f l a t i o n  f o r  t he  expected t ime p e r i o d  f o r  p r o j e c t  implementat ion no t  t o  
exceed two years, based on a v a i l a b l e  i n fo rma t ion  and study. The 
r e c i p i e n t  government submits design s p e c i f i c a t i o n s  and c o s t  est imates 
f o r  rev iew and approval by AID. 



b. AID determines t h e  amount o f  i t s  c o n t r i b u t i o n  t o  t h e  t o t a l  
1 .  I . I  11 . . C .. L . I  L.- L . C .  I . . p r o j e c t  ana t n e  a1 l o c a t i o n  o r  i t s  c o n t r i D u t i o n  t o  s p e c i r i c  suDpro jects  

,,A I,, -1 -,-, 4.- 
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The amount o f  AID's c o n t r i b u t i o n  t o  t h e  t o t a l  p r o j e c t  w i l l  be 
c o n t r o l  1  i ng . I f  unforeseen c o s t  increases a r e  encountered, these  w i  11 
be borne by t h e  r e c i p i e n t .  I f  cos t s  a r e  l e s s  than  those es t imated ,  
AID's c o n t r i b u t i o n  w i l l  n o t  be reduced. 

E f f e c t i v e  Date 
Sept. 30, 1982 

Trans. Memo. No. 
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3. Reimbursement Method 

AID HANDBOOK 3 

The r e c i p i e n t  government us ing  i t s  own funds proceeds w i t h  
implementat ion o f  t h e  p r o j e c t .  The AID Miss ion,  w i t h  i t s  own s t a f f  o r  
consu l tan ts ,  mon i to rs  and conducts p e r i o d i c  i nspec t i ons  t o  s a t i s f y  
i t s e l f  t h a t  t h e  p r o j e c t  i s  be ing  implemented i n  accord w i t h  agreed 
s p e c i f i c a t i o n s  i n  o r d e r  t o  f a c i l  i t a t e  f i n a l  i n s p e c t i o n  and acceptance. 
When t h e  p r o j e c t ,  subp ro jec t  o r  element has been completed, AID makes a  
f i n a l  i n s p e c t i o n  and i f  acceptable AID re imburses t h e  r e c i p i e n t  t h e  
agreed amount f o r  t h e  p r o j e c t ,  subpro jec t  o r  element. (See: 
C. C r i t e r i a  and Procedures f o r  d e s c r i p t i o n  o f  subp ro jec t  o r  e lement . )  

C. C r i t e r i a  and Procedures 

1. Based on AID exper ience t o  da te  i t  has been concluded t h a t  t h e  
f i x e d  amount re.imbursement ~ i ie thod can be s u c c e s s f u l l y  utilized f o r  many 
AID- f inanced p r o j e c t s ,  c a p i t a l  o r  noncap i t a l  . However, because o f  t h e  
f i n a n c i a l  burdens p laced  on t h e  execu t ing  agency, t h e  f i x e d  amount 
reimbursement method seems t o  be t h e  most a p p r o p r i a t e  f o r  low c o s t ,  
s h o r t - t e r m  p r o j e c t s  ( g e n e r a l l y  two years  o r  l e s s ) ,  o r  p r o j e c t s  which can 
be made d i v i s i b l e  i n t o  segments smal l  enough t o  enable t h e  execu t i ng  
agency t o  complete subpro jec ts  o r  q u a n t i f i e d  elements w i t h i n  t h e  
p r o j e c t ,  be fo re  r e c e i v i n g  AID disbursement.  Subpro jec ts  o r  elements 
should be g e n e r a l l y  o f  such na tu re  t h a t  t hey  may be completed on no more 
t han  9 t o  12 month f rom t h e  da te  o f  i n i t i a t i o n  o f  work. 

2. Subpro jec ts  o r  elements should be s e l f - s u s t a i n i n g  u n i t s  t h a t  w i l l  
be u s e f u l  and d e s i r a b l e  i n  t h e i r  own r i g h t ,  r ega rd less  o f  whether o t h e r  
subp ro jec t s  o r  elements a re  completed. 

3. The reimbursement method l ends  i t s e l f  p a r t i c u l a r l y  w e l l  t o  p r o j e c t s  
under which a  l a r g e  number o f  p h y s i c a l l y  separate c o n s t r u c t i o n  
a c t i v i t i e s  a re  t o  be c a r r i e d  out ,  o r  where a  s p e c i f i c  q u a n t i t y  o f  a  
commodity (such as tex tbooks)  a re  t o  be produced. 



4.  Where AID disbursements are no t  r e l a t e d  t o  i d e n t i f i a b l e  goods o r  
serv ices bu t  t o  o the r  c r i t e r i a ,  such as budgetary o r  admin i s t ra t i ve  
performance, t h e  f i x e d  amount reimbursement method i s  n o t  appl i c a b l  e. 
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5.  It i s  p a r t i c u l a r l y  import  t h a t  t he  Miss ion assure i t s e l f  t h a t  the  
r e c i p i e n t  o rgan iza t ion  has s u f f i c i e n t  qua1 i f i e d  s t a f f  and experience t o  
proceed w i t h  e f f e c t i v e  implementation o f  t he  p r o j e c t .  

6 .  Use o f  t h e  f i x e d  amount reimbursement method requ i res  t h a t  t h e  
Miss ion e i t h e r  through i t s  own s t a f f  o r  through con t rac t  can provide 
pe r iod i c  inspect ions  o f  t h e  p r o j e c t  as we l l  as c e r t i f i c a t i o n  t h a t  t he  
subprojects o r  elements have been completed i n  accordance w i t h  p lans and 
spec i f i ca t i ons .  As AID reimbursement i s  based upon completed 
subprojects r a t h e r  than actual  costs, saving from the  est imated costs 
w i l l  accrue t o  the  r e c i p i e n t  country o r  organizat ion.  It i s ,  there fore ,  
p a r t i c u l a r l y  important t h a t  a t t e n t i o n  be g iven t o  guaranteeing t h a t  the  
p r o j e c t s  be implemented i n  accordance w i t h  agreed plans and 
s p e c i f i c a t i o n s  and t h a t  any poss ib le  c o l l u s i o n  between implementing and 
inspect ion  personnel concerning mod i f i ca t i ons  i n  i npu ts  be avoided. 

Trans. Memo. No. 
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7.  An important  c r i t e r i o n  t h a t  must be met r e l a t e s  t o  the  requirement 
t h a t  AID make a  determinat ion t h a t  a  subproject  o r  element has been 
completed p r i o r  t o  reimbursement. It i s  q u i t e  probable t h a t  t he re  w i l l  
be cases where t h i s  determinat ion w i l l  no t  be appropr ia te  due t o  a  
f a i l u r e  t o  meet prev ious ly  agreed upon spec i f i ca t i ons .  I n  such cases 
reimbursement must be refused. It i s  necessary t h a t  t h e  Miss ion 
c a r e f u l l y  evaluate t h e  imp1 i c a t i o n s  o f  such a c t i o n  on t h e  re1 a t i onsh i  ps 
between AID and t h e  host government. The host  country should be f u l l y  
apprised o f  t h e  r i s k  invo lved i n  t h e  procedures t h a t  w i l l  be fo l lowed 
before  dec id ing  t o  use t h e  f i x e d  amount reimbursement system. 

8. The f i x e d  amount reimbursement method assumes t h a t  t h e  r e c i p i e n t  
country and organ iza t ion  has s u f f i c i e n t  f i n a n c i a l  resources t o  provide 
necessary working c a p i t a l  so t h a t  delays i n  reimbursement u n t i  1  
completion o f  a  subproject  o r  element w i l l  n o t  have a  det r imenta l  e f f e c t  
on p r o j e c t  implementation. The Mission should thoroughly analyze the  
f i n a n c i a l  s tanding and resources and budgetary procedures o f  t h e  
r e c i p i e n t  o rgan iza t ion  p r i o r  t o  recommending t h e  use o f  t h e  f i x e d  amount 
reimbursement method. 

E f f e c t i v e  Date 

Sept ,30,1982 

9. The use o f  t h i s  method o r  o f  t he  v a r i a t i o n s  described i n  Sect ion D, 
below, should be discussed i n  t h e  P ro jec t  Paper. The paper should a1 so 
exp la in  t h e  method which w i l l  be fo l lowed t o  secure l o c a l  currency 
resources. 

Page No. 
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There are  a  number o f  acceptable v a r i a t i o n s  i n  reimbursement methods 
which may be adopted. While these v a r i a t i o n s  d i f f e r  i n  impor tan t  
aspects from t h e  f i x e d  amount reimbursement method, t h e i r  use meets some 
o f  t h e  ob jec t i ves  and advantages o f  t he  f i x e d  amount reimbursement 
method. The v a r i a t i o n s  inc lude the  fo l l ow ing :  

1. Advance o f  AID Funds 

From t ime t o  t ime the re  w i l l  be s i t u a t i o n s  when t h e  hos t  country  
does no t  have t h e  budget t o  p rov ide  working c a p i t a l  on a  c u r r e n t  basis  
so as t o  permi t  p ro jec ts /subpro jec ts  t o  g e t  underway e x p e d i t i o u s l y  . 
Th is  may p a r t i c u l a r l y  be t r u e  i n  a  number o f  R e l a t i v e l y  Least Developed 
Countr ies (RLDCfs) where budget funds are i n  shor t  supply. Under these 
circumstances and f o l l o w i n g  a  thorough rev iew o f  t h e  hos t  
coun t r y f  s / r e c i p i e n t f  s  f i n a n c i a l  p o s i t i o n  and budgetary procedures, A I D  
cou ld  consider  advancing funds t o  permi t  work t o  begin. When 
reimbursement i s  made f o r  completed subprojects,  AID would deduct a pro 
r a t a  amount from each payment u n t i l  t h e  advance i s  complete ly  worked o f f  
w i t h  f i n a l  reimbursement. A1 1  o ther  c r i t e r i a  and procedures s e t  f o r t h  
f o r  f i x e d  amount reimbursement (C. above) w i l l  apply. 

2. F ixed Amount Reimbursement w i t h  Esca la t ion  Neqoti ated Per iod i ca l  1  y 

Effective Date 

Sept. 30, 1982 

When i n f l a t i o n  i s  a  major problem, AID can consider  n e g o t i a t i n g  
p e r i o d i c  increases i n  i t s  f i x e d  amount c o n t r i b u t i o n  t o  the  
subpro jec t  (s)  . This arrangement would be most appl i c a b l  e  where AID i s  
f i n a n c i n g  many small subprojects o f  t h e  same type over a  number o f  
years; e.g., cons t ruc t i on  o f  150 schools over a  per iod  o f  two t o  th ree  
years. I n  t h i s  s i t u a t i o n ,  AID would agree t o  a  f i x e d  amount 
reimbursement f o r ,  say, 50 schools t o  be completed du r ing  t h e  f i r s t  year 
and renego t ia te  t h e  f i x e d  amount c o n t r i b u t i o n  f o r  t h e  schools t o  be 
cons t ruc ted  du r ing  subsequent years. The advantage o f  t h i s  approach 
would be t o  permi t  AID and t h e  borrower t o  p r i c e  p r o j e c t  cos ts  more 
r e a l i s t i c a l l y  and reach agreement on a  r e a l i s t i c  f i x e d  amount 
c o n t r i b u t i o n .  It would avoid i n c l u d i n g  subs tan t i a l  esca la t i on  i n  t he  
AID f i x e d  amount c o n t r i b u t i o n .  A l l  o the r  c r i t e r i a  and procedures se t  

3 
f o r t h  f o r  t h e  f i x e d  amount reimbursement (C. above) w i l l  con t inue t o  
apply 

3. Percentaqe o f  Actual  Cost Reimbursement 

Trans. Memo. No. 
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a. From t ime t o  t ime c e r t a i n  p r o j e c t s  f inanced by AID w i l l  no t  
permi t  complet ion o f  design s p e c i f i c a t i o n  a t  t he  ou tse t  so as t o  be able 
t o  e s t a b l i s h  reasonable cos t  est imates f o r  i n d i v i d u a l  subprojects.  
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* For example, a r u r a l  works p ro jec t ,  which i s  l a b o r  i n tens i ve ,  inc ludes  a 
1 arge number o f  small d i ve rse  subprojects ( feeder roads, br idges, small 
i r r i g a t i o n ,  e t c . )  and where many o f  these subprojects a re  sca t te red  over 
a wide geographic area, i s  a good case i n  p o i n t .  P ro jec ts  o f  t h i s  type 
do n o t  1 end themselves t o  " f i x e d  amount" reimbursement because design 
s p e c i f i c a t i o n s  and cos t  est imates f o r  i n d i v i d u a l  subprojects are made 
du r ing  t h e  1 i f e  o f  t h e  p r o j e c t .  However, i t  i s  poss.lble t o  i d e n t i f y  
design c r i t e r i a  and cons t ruc t i on  procedures which w i l l  be used and on 
which cos t  est imates w i l l  be based. Thus, w h i l e  t h e  f i x e d  amount 
reimbursement procedure cannot be appl ied, AID cou ld  reimburse f o r  a 
f i xed  percentage o f  actual  cos ts  o f  completed subprojects.  Under these 
circumstances, t he  "actual  cos ts"  t o  be shared by AID should be e i t h e r :  
1) de f ined i n  t he  p r o j e c t  agreement, which would s e t  f o r t h  the  elements 
o f  cos ts  or ,  2) s p e c i f i e d  as an amount i n  an Implementat ion L e t t e r  as 
soon as ac tua l  cos ts  can be determined and, f o l l o w i n g  which, would not  
be sub jec t  t o  r e v i s i o n .  For t he  purposes o f  d e f i n i n g  "ac tua l  cos ts" ,  
l i q u i d a t e d  damage recover ies  by t h e  Host Country (HC), i f  any, du r ing  
i t s  admin i s t ra t i on  o f  t he  cons t ruc t i on  a c t i v i t y ,  need n o t  be ne t ted  
aga ins t  t o t a l  a l lowab le  costs. It may be assumed t h a t  damages, agreed 
t o  i n  w r i t i n g  and i n  advance w i t h  independent cont rac tors ,  would no t  
exceed r e a l  economic losses su f fe red  by the  HC due t o  c o n s t r u c t i o n  
delays o r  o the r  cont rac tua l  nonperformance. P r i o r  t o  reimbursement A I D  
would r e q u i r e  documentation and evidence which would v e r i f y  ac tua l  costs 
expended f o r  t h e  subproject (s)  and a c e r t i f i c a t i o n  by t h e  Borrower t h a t  
t h e  subpro jec t (s )  has been completed i n  accordance w i t h  agreed on design 
s p e c i f i c a t i o n s  and o the r  c r i t e r i a .  I n  add i t i on ,  AID would prov ide  f o r  
i nspec t i on  o f  t h e  f a c i l i t i e s  under cons t ruc t i on  and f i n a l  inspect ion  o f  
t he  completed subpro jec t (s ) .  Such inspect ion  cou ld  be done on a t o t a l  
o r  sample basis ,  depending on our assessment o f  t h e  capabi l  i t y  o f  the  
Borrower/impl ement i ng agency. * 
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b. A t  t h e  ou tse t ,  AID would agree t o  f i n a n c i n g  a f i x e d  r a t i o ;  
e.g., 50% o f  t h e  actual  cos t  o f  each subproject  completed. I f  
subproject  cos ts  increase, AID would be f i nanc ing  a l a r g e r  amount than 
expected a l though t h e  r a t i o  would remain t h e  same. Unless t h e  Borrower 
i s  prepared t o  increase h i s  con t r i bu t i on ,  cos t  esca la t i on  would l ead  t o  
a reduc t i on  i n  the  number o f  subprojects f inanced w i t h  AID resources, 
because AID's c o n t r i b u t i o n  t o  the  o v e r a l l  p r o j e c t  i s  f i x e d .  

c. This  a l t e r n a t i v e  i s  n o t  as a t t r a c t i v e  as the  f i x e d  amount 
reimbursement procedure; however, t he re  are s t i l l  a  number o f  advantages 
i n  i t s  use: 

Trans. Memo. No. 

3:72 

(1) AID's o v e r a l l  d o l l a r  comn~itment t o  t h e  t o t a l  p r o j e c t  
remains t h e  same; 

Revised 

E f f e c t i v e  Date 

Dec. 1, 1990 
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(2)  AID does not  increase i t s  percentage con t r ibu t ion  t o  an 
ind iv idua l  subproject which w i l l  remain f ixed;  and 

(3) AID only reimburses for  completed subprojects. If the 
subproject i s  no t  completed, AID does not  pay. 

d. Each o f  the methods, of course, has advantages and 
disadvantages which should be considered i n  making a determination o f  
the method t o  be fo l low. 
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ELEMENTS O F  AN E V A L U A T I O N  PLAN 
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A. Requirement for Plan 

The essential elements for evaluation will be incorporated into all  project 
designs from their earl test  stages, thereby assuring that the design will 
pemi t and faci 1 i tate;  (1) measurement of progress toward planned targets ; 
( 2 )  determination of why the project i s  or i s  not achieving i t s  planned 
targets; and (3) determination of whether the project purpose continues 
t o  be relevant to the country's development needs. 

B. Summary of Evaluative Elements 

The following i s  a brief sumary of the evaluative elements which are t o  
be included in a project design t o  permit a subsequent meaningful evalua- 
tion. This guidance appl ies both to loan-financed and grant-f inanced 
projects and is t o  be used, with modifications, for sector and program 
activities. Elements described & 82, 83, and 84 below will be auto- 
matically included in the logical framework matrix (discussed in 
Appendix 2 ~ ) .  Uemena2 desc/Libad in 01 and 05 m u t  be cxpeicitey 

O& &whm a%e Pmject Papa. 

1. Baselines: Every project plan must contain (or reference another 
document which contains) definite baseline data; i .e. ,  a statement of 
pertinent conditions at the time project begins or as soon thereafter 
as practical. There are two different b u t  related kinds of baseline 
data t o  be considered: 

a. Project Specific Baseline: The level of activity (or condition) 
which the project i s  intended directly and imnediately to change; e.g., 
i n  a 1 ivestock production project, the project specific base1 ine m i g h t  
be the number, size, qual i t y  , and health of 1 ivestock presently produced. 
In an education sector loan, i t  could be the size, quality, productivity, 
and other identifying features of the education establishment and the 
pertinent data on utilization of i t s  outputs ( i  .e., students and 
research. ) 

b. Socioeconomic Base1 ine: The status of soc~oeconomi c activity 
in the area where the project will operate; e.g., in a 1 ivestock project, 
the socioeconomic base1 ine would include the income, savings, consumption, 
land availability and ownership, and other socioeconomic factors in the , 
immediate area affected by the project. 

2. Targets 

a. Statements of targets may be quantitative or qual itative b u t  
are t o  have three characteristics: they are t o  be stated in explicit 
and precise terms; they are to be stated in f ini te terms; they are 
to be stated in terms that are objectively verifiable irrespective 
of whether these terms are quantitative or qual i tative. Quantitative 
targets are preferable where they can be formulated. 



82 
b. Targets a t  the output, pro jec t  purpose, and sector/program goal 

leve ls  are t o  have a hypothesized, causative re la t ionsh ip  t o  each other which 
i s  susceptable t o  ve r i f i ca t i on  by systematic evaluation and which presents a 
strong probabi 1 i t y  o f  occurring. 

c. Where two targets coexist  a t  the same leve l  (e.g., purpose leve l ) ,  
t h e i r  re la t ionsh ip  must be c l ea r l y  defined. An example i s  a pro jec t  purpose 
t o  increase agr i cu l tu ra l  production whi le a t  the same time expanding ru ra l  
employment opportunit ies. It i s  acceptable t o  have mu1 t i p l e  targets a t  the 
same level  on1 i f  the re la t ionsh ip  (almost invar iab ly  a trade-off) between -+ the targets s e x p l i c i t l y  defined so as t o  permit subsequent measurement and 
ve r i f i ca t i on  o f  each and o f  the assumed re1 at ionship. 

AID HANDBOOK 3 ,  App 3K 

d .  It i s  - not permissable t o  compress a hierarchical ,  means-end re la t ion -  
ship i n t o  a one-sentence statement which purports t o  be a s ingle object ive 
but  which i s  ac tua l ly  a p a i r  o f  objectives. An example i s :  to increase 
wheat production i n  order t o  increase farmer income. The two object ives must 
be separately stated, t h e i r  causative re la t ionsh ip  defined, and each must have 
i t s  own independent progress indicators.  Most Missions solve t h i s  type of 
ana ly t ica l  problem simply by adding a hor izontal  r o w  t o  the log ica l  framework 
matr ix, spl i t t i n g  the statement i n t o  separate levels, w i th  separate targets, 
indicators, and assumptions f o r  each level .  (See pages 8-9 o f  the A I D  pub1 i- 
cation, Loqical Framework - Modif icat ions Based on Experience. - ) 
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3. Proqress Indicators 

EFFECTIVE DATE 

September 30, 1982 

a. To measure progress from the baseline conditions t o  the planned targets 
requires the use o f  progress indicators.  It i s  important that  these indicators 
be formulated a t  the p ro jec t  design stage so that  change can by systematical l y  
observed and the data required t o  support the indicators can be rou t ine ly  
col 1 ected. 

b. Progress indicators are t o  be subjected t o  four tests:  

(1) P l a u s i b i l i t  -- means tha t  the ind icator  measures change which 
varies d i r e c t  # y w i t  progress toward planned targets. 

(2) Independence -- the indicators a t  the purpose leve l  must be 
separate and independent o f  the indicators a t  the output levels.  This 
independence i s  a1 so required i n  the purpose-to-goal 1 i n  kage. 

(3) Object ively ve r i f i ab l e  -- the ind icator  must present evidence 
which has the same meaning for  both a skeptic and an advocate. 

(4) Targeted -- indicators must contain a magnitude, a ta rge t  
audience/area, and a time when the desired change i s  t o  be observable; 
e.g. , increase from 320 graduates from A t l an t i s  I n s t i t u t e  of Oceanography 
i n  June 1975 t o  650 graduates f r o m  A10 i n  June 1977. 



4. Planning Assumptions 
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External factors outside the scope of the project design, b u t  important t o  
the success of the project, are to be stated in the form of assumptions. 
The statement of these external factors reflects an attempt t o  reduce and 
codify the uncertainty in which the project will operate. Planning assump- 
tions are to be comprehensive; i .e., they are to include a discussion of 
the cr i t ica l  external factors which could have a significant influence on 
the achievement of the project targets. The assumptions (or external 
factors) are to  be stated in explicit  and precise terms. Where feasible, 
they are to be stated i n  operational t e n s  so that appropriate action 
m i g h t  be taken t o  increase the probability of the assumption occurring. 
Where possible, the assumptions are t o  be incorporated into the project 
design t o  reduce uncertainty t o  the lowest possible level. The statement 
of the assumption should be the result  of some prior study or analysis and 
should have a strong probability of occurring. This l a t t e r  point i s  c r i t i -  
cal; i f  there are four assumptions governing the achievement of project 
purpose and these four assumptions have 0.8, 0.8, 0.6, and 1.0 probabil i -  
t i e s  of happening, then the cumulative effect of these four assumptions 
i s  the product of the four; i.e., 0.8 x 0.8 x 0.6 x 1.0 = 0.38. 

Causative Factors 
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a. If the program or project i s  not achievfng i t s  planned targets,  
the evaluator will search for  casual factors. These will e i ther  be 
external causal factors (such as those discussed under paragraph B4, 
Planning Assumptions, above) or internal causal factors inherent in the 
design of the project. Included i n  this l a t t e r  category are such design 
elements as: 

(1) The project strategy. 

EF F ECTIVE DATE 

September 30, 1982 

(2)  The kind and level of sophistication of the project 
techno1 ogy. 

3K- 

(3) The k i n d ,  quality, and quantity of resource inputs. 

b. These elements are to be spelled o u t  explicitly i n  the project 
design documentation since the evaluator may la ter  need t o  consider the i r  
causative influence as he seeks t o  explain shortcomings and deviations 
from the original plan. 

Arrangements for Eva1 uations 

In addition to these evaluation elements, the evaluation plan should 
spell o u t  the actual arrangements for  evaluation. These would include: 

1 .  Provision, consistent w i t h  the magnitude and importance of the pro j- 
ec t ,  for col lection and recording of base1 ine and progress data t o  
support the progress indicators and design assumptions . 



2. Description of the scope, depth, timing and other characteristics of 
the evaluations to be conducted during the 1 i f e  of the project. 

> 

3.  In the case of projects which are to  some degree experimental , pro- 
vision for the collection of data from a control area/group to permit 
comparative measurement of change between the project and the control. 

D. Assistance i n  Evaluation 3 
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Methodological and other assistance i n  any of the areas described above i s  
available from the Geographic Bureaus Evaluation Office or the PPC Central 
Evaluation Office (PPC/ E .) 

TRANS. MEMO NO. 
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GUIDANCE FOR S E C T I O N  61 1 ( e )  
C E R T I F I C A T I O N  ON C A P A C I T Y  TO M A I N T A I N  AND U T I L I Z E  

Section 611(e) of the Foreign Assistance Act of 1961, as 

amended ("FAA"), provides: 

"(e) In addition to any other requirements 

of this section, no assistance authorized 

under titles I, 11, or IV of chapter 2 or 

chapter 4 of part I of this Act shall be 

furnished with respect to any capital 

assistance project estimated to cost in 

excess of $1,000,000 until the head of 

the agency primarily responsible for 

administering part I of the Act has 

received and taken into consideration 

a certification from the principal off i- 

cer of such agency in the country in which 

the project is located as to the capability 

of the country (both financial and human 

resources) to effectively maintain and 

utilize the project taking into account 

among other things the maintenance and 

utilization of projects in such country 

previously financed or assisted by the 

United States." 

TRANS.  M E M O  NO. 
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This applies to "capital assistance projects' funded under 

the functional assistance categories of Sections 103 through 107 of 

the FAA, and under the Economic Support Fund , Sections 531-400f the 

FAA. 

For purposes of this requirement, a capital assistance project 

is the construction, expansion, equipping or alteration of a physical 

facility or facilities financed by AID dollar assistance, including 

related advisory, managerial or training services, estimated to cost 

in excess of $1,000,000. 

The "principal officer . . . in the country in which the 
project is located" is normally the Xission Director, AID Representative, 

or AID Affairs Officer. If there is no Mission Director, AID Represen- 

tative or Affairs Officer in the country concerned, or if the Chief of a 

Regional Affairs Office, or equivalent, is in fact the responsible and 

informed officer for the country concerned, the latter individual must 

make the certification. 

Delegation of Authority No. 75, as amended, delegated to 

certain Assistant Administrators power to receive and take into con- 

sideration such certifications with respect to projects they have 

authority to authorize. 

Each certification, which should not exceed a page in length, 

should identify the project, employ a sentence or two each (a) to 

describe it, (b) to discuss the financial and human resources capa- 

bility of the country to maintain and utilize the project, and (c) to 

take into account among other things the maintenance and utilization 
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of projects i n  the country previously financed or ass is ted by the 

United States. It w i l l  conclude with a cert i f icat ion as  t o  the capa- 

b i l i t y  of the country (both financial and human resources) to e f fec t ive ly  

maintain and u t i l i z e  the project. 

EFFECTIVE D A T E  PAGE NO. 
September 30, 1982 3 ~ - 3  AID HANDBOOK 3 ,  ~ p p  3~ 
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APPENDIX 3M 
AID PROJECT STATUTORY CHECKLIST 
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I n t r o d u c t i o n  

The s t a t u t o r y  c h e c k l i s t  i s  d i v ided  i n t o  two pa r t s :  
3M(1) - Country Check l is t ;  and 3M(2) - Assistance Check l i s t .  

Trans. Memo. No. 
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The Country Checkl i s t ,  composed o f  i tems a f f e c t i n g  t h e  e l  i g i b i l  i t y  f o r  b f o r e i g n  assis tance o f  a country  as a whole, i s  t o  be reviewed and completed by 
AID/W a t  t h e  beginning o f  each f i s c a l  year. I n  most cases r e s p o n s i b i l i t y  f o r  
p repara t ion  o f  responses t o  the  Country Check l i s t  i s  assigned t o  t h e  desk 
o f f i c e r s ,  who would work w i t h  t h e  Ass i s tan t  General Counsel f o r  t h e i r  region.  
The respons ib le  o f f i c e r  should ensure t h a t  t h i s  p a r t  o f  t h e  Checkl i s t  i s  
updated p e r i o d i c a l l y .  The Check l i s t  should be attached t o  the  f i r s t  PP o f  t he  
f i s c a l  year  and then referenced i n  subsequent PPs. 

The Assistance Checkl i s t  focuses on s t a t u t o r y  i tems t h a t  d i r e c t l y  concern 
assis tance resources. The Assistance Checkl i s t  f o r  FY 1991 inc ludes  i tems 
p rev ious l y  inc luded under separate " p r o j e c t  assistance," "nonproject  
assistance, " and "standard i tem" check1 i sts .  The Assistance Checkl i s t  should 
he reviewed and completed i n  the  f i e l d ,  b u t  i n fo rma t ion  should be requested 

I 

f rom Washington whenever necessary. A compl eted Assi stance Checkl i s t  should 
be inc luded w i t h  each PP; however, t h e  l i s t  should a l s o  be reviewed a t  t he  
t ime a PID i s  prepared so t h a t  l e g a l  issues t h a t  bear on p r o j e c t  design are  
i d e n t i f i e d  e a r l y .  % 

E f f e c t i v e  Date 

May 21, 1991 

The Country and Assistance Check l is ts  are organized according t o  
ca tegor ies  o f  i tems re1  a t  i ng t o  Development Assistance, t h e  Economic Support 
Fund, o r  both. 
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These Checkl i s t s  i nc lude  t h e  appl i c a b l e  s t a t u t o r y  c r i t e r i a  from the  
Foreign Assistance Act o f  1961 ("FAA"); var ious  f o r e i g n  assistance, f o r e i g n  
re1  a t ions .  a n t i  - na rco t i cs  and i n t e r n a t i o n a l  t rade  a u t h o r i z a t i o n  enactments; 

)V and the  FY 1991 Foreign Assistance Appropr ia t ions  Act  ("FY 1991 ~ ~ ~ r o ~ r i a t i o n s  
Ac t " ) .  

These Checkl i s t s  do no t  1 i s t  every s t a t u t o r y  p r o v i s i o n  t h a t  might  be 
re levan t .  For example, they do n o t  i nc lude  country-  s p e c i f i c  l i m i t a t i o n s  
enacted, u s u a l l y  f o r  a s i n g l e  year,  i n  a f o r e i g n  assis tance appropr ia t ions  
ac t .  Instead, t he  Check l is ts  are intended t o  p rov ide  a convenient reference 
f o r  p rov i s ions  o f  re1 a t  i vel  y  g rea t  importance and general appl i cabi 1 i t y .  



P r i o r  t o  an actual  o b l i g a t i o n  o f  funds, Missions are encouraged t o  

Page No. 
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review any Check l is t  completed a t  an e a r l i e r  phase i n  a p ro jec t  o r  program 
cyc le  t o  determine whether more recen t l y  enacted prov is ions o f  law included on 
the most recent  Checkl i s t  may now apply. Because o f  the  reorgan izat ion  and 
consol i d a t  i o n  o f  checkl i s t s  r e f l e c t e d  here, such review may be p a r t i c u l a r l y  
important t h i s  year. Space has been provided a t  the  r i g h t  o f  the  Check l is t  
questions f o r  responses and notes. 

NOTE: The FY 1991 s ta tu to ry  checkl i s t s  have been fundamentally reorganized. 
Previous check l i s t s  f o r  "countr ies," "p ro jec t  assistance," "nonproject 
assistance" and "standard items" have been consol idated i n t o  j u s t  two 
check l i s t s :  (1) the  Country Checkl ist ,  which inc ludes items r e l a t i n g  t o  
country e l i g i b i l i t y ;  and (2) the Assistance Checkl i s t ,  which inc ludes issues 
r e l a t i n g  t o  assistance resources. Each checkl i s t  i s  subdivided according t o  
i tems appl i c a b l  e to:  (A) Development Assistance only, (6) Economic Support 
Funds only, o r  (C)  both Development Assistance and Economic Support Funds. 

E f f e c t i v e  Date 

May 21, 1991 

Trans. Memo. No. 
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L i s t e d  below are  s t a t u t o r y  c r i t e r i a  app l i cab le  t o  the  e l i g i b i l i t y  o f  
c o u n t r i e s  t o  rece i ve  t h e  f o l l o w i n g  ca tegor ies  o f  assistance: (A) both 
Development Assistance and Economic Support Funds; (B) Development Assistance 
funds only ;  o r  (C) Economic Support Funds on ly .  

A. COUNTRY ELIGIBILITY CRITERIA APPLICABLE TO BOTH DEVELOPMENT ASSISTANCE 

b AND ECONOMIC SUPPORT FUND ASSISTANCE 

1. Narco t ics  

Page No. 
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Trans. Memo. No. 

3:73 

a. Negat ive c e r t i f i c a t i o n  (FY 1991 Appropr ia t ions  Act  Sec. 
559(b)): Has t h e  President  c e r t i f i e d  t o  t h e  Congress t h a t  t he  
government o f  t h e  r e c i p i e n t  count ry  i s  f a i l i n g  t o  take  adequate measures 
t o  prevent n a r c o t i c  drugs o r  o the r  c o n t r o l l e d  substances which are  
c u l t i v a t e d ,  produced o r  processed i l l i c i t l y ,  i n  whole o r  i n  par t ,  i n  
such count ry  o r  t ranspor ted  through such country, f rom being so ld  
i l l e g a l l y  w i t h i n  the  j u r i s d i c t i o n  o f  such count ry  t o  Un i ted  Sta tes  
Government personnel o r  t h e i r  dependents o r  from en te r i ng  the  Un i ted  

L. Sta tes  u n l a w f u l l y ?  

E f f e c t i v e  Date 

May 21, 1991 

b. P o s i t i v e  c e r t i f i c a t i o n  (FAA Sec. 481(h)). (This  p r o v i s i o n  
app l i es  t o  ass is tance o f  any k i n d  prov ided by grant ,  sale, loan, lease, 
c r e d i t ,  guaranty, o r  insurance, except ass is tance from t h e  C h i l d  
Su rv i va l  Fund o r  re1 a t i  ng t o  i n t e r n a t i o n a l  na rco t i cs  con t ro l ,  d i s a s t e r  
and refugee re1  i e f ,  n a r c o t i c s  educat ion and awareness, o r  t he  p r o v i s i o n  
o f  food o r  medicine.) I f  the  r e c i p i e n t  i s  a  "major i l l i c i t  drug 
producing country"  (de f ined as a  count ry  producing du r ing  a  f i s c a l  year  
a t  l e a s t  f i v e  m e t r i c  tons o f  opium o r  500 m e t r i c  tons o f  coca o r  
mari juana) o r  a  "major d r u g - t r a n s i t  count ry "  (de f ined as a  country  t h a t  
i s  a  s i g n i f i c a n t  d i r e c t  source o f  i l l i c i t  drugs s i g n i f i c a n t l y  a f f e c t i n g  

Li 
t h e  Un i ted  States, through which such drugs are t ransported,  o r  through 
which s i g n i f i c a n t  sums o f  d rug - re la ted  p r o f i t s  a re  laundered w i t h  the  
knowledge o r  c o m p l i c i t y  o f  t h e  government): 

(1) does the  count ry  have i n  p lace a  b i l a t e r a l  na rco t i cs  
agreement w i t h  the  Uni ted States, o r  a  mu1 t i 1  a t e r a l  n a r c o t i c s  agreement? 

(2) has t h e  President  i n  t h e  March 1 I n t e r n a t i o n a l  Narco t ics  
Contro l  Strategy Report (INSCR) determined and c e r t i f i e d  t o  t h e  Congress 
(w i thou t  Congressional enactment, w i t h i n  45 days o f  cont inuous session, 
of a  r e s o l u t i o n  d isapproving such a  c e r t i f i c a t i o n ) ,  o r  has t h e  President  
determined and c e r t i f i e d  t o  the  Congress on any o the r  da te  ( w i t h  
enactment by Congress o f  a  r e s o l u t i o n  approving such c e r t i  f i c a t i o n ) ,  

b 



t h a t  (a) du r ing  the  prev ious year  the  count ry  has cooperated f u l l y  w i t h  
the  Uni ted States o r  taken adequate steps on i t s  own t o  s a t i s f y  t he  
goa ls  agreed t o  i n  a b i l a t e r a l  na rco t i cs  agreement w i t h  the  Un i ted  
States o r  i n  a m u l t i l a t e r a l  agreement, t o  prevent i l l i c i t  drugs produced 
o r  processed i n  o r  t ranspor ted  through such count ry  from being 
t ranspor ted  i n t o  the  Uni ted States, t o  prevent and punish drug p r o f i t  
launder ing  i n  t he  country, and t o  prevent and punish b r i b e r y  and o the r  
forms o f  pub1 i c  co r rup t i on  which f a c i l  i t a t e  product ion o r  shipment o f  
ill i c i t  drugs o r  discourage prosecut ion o f  such acts,  o r  t h a t  (b) t he  
v i t a l  na t i ona l  i n t e r e s t s  o f  t he  Uni ted States r e q u i r e  the  p r o v i s i o n  o f  
such assistance? 
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c  . Government Pol i c y  (1986 An t i  -Drug Abuse Act o f  1986 Sec . 
2013(b)). (This  sec t i on  app l ies  t o  the  same ca tegor ies  o f  ass is tance 
sub jec t  t o  t he  r e s t r i c t i o n s  i n  FAA Sec. 481(h), above.) I f  r e c i p i e n t  
count ry  i s  a "major i l l i c i t  drug producing country"  o r  "major 
d r u g - t r a n s i t  country"  (as de f ined f o r  t he  purpose o f  FAA Sec 481(h)), 
has the  President submitted a r e p o r t  t o  Congress l i s t i n g  such count ry  as 
one: (a) which, as a mat te r  o f  government po l  i c y ,  encourages o r  
f a c i l i t a t e s  the  product ion  o r  d i s t r i b u t i o n  o f  i l l i c i t  drugs; (b) i n  
which any sen ior  o f f i c i a l  o f  t he  government engages i n ,  encourages, o r  
f a c i l i t a t e s  the  product ion  o r  d i s t r i b u t i o n  o f  i l l e g a l  drugs; (c )  i n  
which any member o f  a U.S. Government agency has su f fe red  o r  been 
threatened w i t h  v io lence i n f l i c t e d  by o r  w i t h  t h e  c o m p l i c i t y  o f  any 
government o f f i c e r ;  o r  (d) which f a i l s  t o  p rov ide  reasonable 
cooperat i o n  t o  1 awful a c t i v i t i e s  o f  U.S. drug enforcement agents, unless 
the  President has prov ided the  requ i red  c e r t i f i c a t i o n  t o  Congress 

3 
p e r t a i n i n g  t o  U.S. na t i ona l  i n t e r e s t s  and t h e  drug c o n t r o l  and c r i m i n a l  
p rosecut ion  e f f o r t s  o f  t h a t  country? 

2. Indebtedness t o  U.S. c i t i z e n s  (FAA Sec. 620(c): I f  assis tance i s  t o  
a government, i s  t he  government indebted t o  any U.S. c i t i z e n  f o r  goods o r  
serv ices  fu rn ished o r  ordered where: (a) such c i t i z e n  has exhausted a v a i l  ab le 
l e g a l  remedies, (b) t he  debt i s  no t  denied o r  contested by such government, o r  
(c)  t he  indebtedness a r i  ses under an uncondi t ional  guaranty o f  payment g iven 
by such government o r  con t ro l  1 ed e n t i t y ?  ?A 

E f f e c t i v e  Date 

May 21, 1991 

3. Seizure o f  U.S. Proper ty  (FAA Sec. 6 2 0 ( e ) ( l ) ) :  I f  assis tance i s  t o  
a government, has i t  ( i n c l u d i n g  any government agencies o r  subd iv is ions)  taken 

1P 
any a c t i o n  which has the  e f f e c t  o f  na t i ona l  i z i n g ,  expropr ia t ing ,  o r  otherwise 
se i z ing  ownership o r  c o n t r o l  o f  p roper ty  o f  U.S. c i t i z e n s  o r  e n t i t i e s  
b e n e f i c i a l l y  owned by them w i thou t  t a k i n g  steps t o  discharge i t s  o b l i g a t i o n s  
toward such c i t i z e n s  o r  e n t i t i e s ?  

4. Communist coun t r i es  (FAA Secs. 620(a), 620( f ) ,  620D; FY 1991 
Appropr ia t ions  Act  Secs. 512, 545): I s  r e c i p i e n t  count ry  a Communist 
country? I f  so, has the  President:  (a) determined t h a t  ass is tance t o  the  
country  i s  v i t a l  t o  t he  s e c u r i t y  o f  t he  Uni ted States, t h a t  t h e  r e c i p i e n t  
country  i s  no t  c o n t r o l l e d  by t h e  i n t e r n a t i o n a l  Communist conspiracy, and t h a t  

i r ans .  Memo. No. 
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such assistance w i l l  f u r t h e r  promote t h e  independence o f  t he  r e c i p i e n t  country 
from i n t e r n a t i o n a l  communism, o r  (b) renioved a country from app l icab le  
r e s t r i c t i o n s  on assistance t o  communi s t  coun t r i es  upon a determi na t i on  and 
r e p o r t  t o  Congress t h a t  such ac t i on  i s  important  t o  t h e  na t iona l  i n t e r e s t  o f  
t h e  Uni ted States? W i l l  assistance be provided e i t h e r  d i r e c t l y  o r  i n d i r e c t l y  
t o  Angola, Cambodia, Cuba, I raq,  Libya, Vietnam, I r a n  o r  Syr ia?  W i l l  
ass is tance be provided t o  Afghani stan w i thout  a c e r t i f i c a t i o n ,  o r  w i l l  
ass is tance be provided i n s i d e  Afghani s tan through t h e  Sov ie t -cont ro l  l e d  
government o f  Afghani stan? 

I lIANDB0OK 

5. Hob Ac t ion  (FAA Sec. 620 ( j ) )  : Has t h e  country permi t ted,  o r  f a i l e d  
t o  take adequate measures t o  prevent, damage o r  d e s t r u c t i o n  by mob a c t i o n  o f  b U.S. property? 

3:73 

6. OPIC Investment Guaranty (FAA Sec. 620(1)): Has the  country f a i l e d  
t o  en te r  i n t o  an investment guaranty agreement w i t h  OPIC? 

7. Seizure o f  U.S. F i sh ing  Vessels (FAA Sec. 620(0) ; Fishermen's 
P r o t e c t i v e  Act o f  1967 (as amended) Sec. 5) : (a) Has t h e  country seized, o r  
imposed any pena l ty  o r  sanct ion against,  any U.S. f i s h i n g  vessel because o f  
f i s h i n g  a c t i v i t i e s  i n  i n t e r n a t i o n a l  waters? (b) I f  so, has any deduct ion 
requ i red  by t h e  Fishermen's P ro tec t i ve  Act been made? 

May 21, 1991 

8. Loan D e f a u l t  (FAA Sec. 620(q); FY 1991 Appropr iat ions Act  Sec. 518 
(Brooke Amendment)) : (a) Has the  government o f  t he  r e c i p i e n t  country been i n  
d e f a u l t  f o r  more than s i x  months on i n t e r e s t  o r  p r i n c i p a l  o f  any l oan  t o  the  
country under the  FAA? (b) Has t h e  country been i n  d e f a u l t  f o r  more than one 
year  on i n t e r e s t  o r  p r i n c i p a l  on any U.S. loan under a program f o r  which the  
FY 1990 Appropr iat ions Act appropr iates funds? 

3M(1) -3 

9. H i1  i t a r y  Equipment (FAA Sec. 620(s)) : I f  contemplated assistance i s  
development l oan  o r  t o  come from Economic Support Fund, has t h e  Admin is t ra tor  
taken i n t o  account the  percentage o f  t he  country 's  budget and amount o f  t he  
country 's  f o r e i g n  exchange o r  o the r  resources spent on m i l i t a r y  equipment? 
(Reference may be made t o  t h e  annual "Taking I n t o  Considerat ion" memo: "Yes, 
taken i n t o  account by the  Admin is t ra tor  a t  t ime o f  approval o f  Agency OYB." 
Th is  approval by the  Admin is t ra tor  o f  the  Operat ional Year Budget can be the  
basis f o r  an a f f i r m a t i v e  answer du r ing  the  f i s c a l  year unless s i g n i f i c a n t  
changes i n  circumstances occur. ) 

10. D ip lomat ic  Relat ions w i t h  U.S. (FAA Sec. 620( t ) ) :  Has t h e  country 
severed d ip lomat i c  r e l a t i o n s  w i t h  the  Uni ted States? I f  so, have r e l a t i o n s  
been resumed and have new b i l a t e r a l  assistance agreements been negot iated and 
entered i n t o  s ince such resumption? 

11. U.N. Ob l iga t ions  (FAA Sec. 620(u)): What i s  t h e  payment s ta tus  of 
t h e  country 's  U.N. ob l i ga t i ons?  I f  the  country i s  i n  arrears,  were such 
arrearages taken i n t o  account by the  AID Admin is t ra tor  i n  determining t h e  
cu r ren t  AID Operat ional Year Budget? (Reference may be made t o  the  "Taking 

L i n t o  Considerat ion"  memo.) 



12. I n t e r n a t i o n a l  Ter ror ism 
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a. Sanctuary and support (FY 1991 Appropr ia t ions  Act  Sec. 556; 
FAA Sec. 620A) : Has t h e  country  been determined by the  President  t o :  
(a) g r a n t  sanctuary from prosecut ion t o  any i n d i v i d u a l  o r  group which 
has committed an a c t  o f  i n t e r n a t i o n a l  t e r ro r i sm,  o r  (b) otherwise 
support  i n t e r n a t i o n a l  te r ro r ism,  unless t h e  President  has waived t h i s  
r e s t r i c t i o n  on grounds o f  na t i ona l  s e c u r i t y  o r  f o r  humanitar ian reasons? 

b. A i r p o r t  S e c u r i t y  (ISDCA o f  1985 Sec. 552(b). Has the  Secretary 
o f  S ta te  determined t h a t  the  country  i s  a h i g h  t e r r o r i s t  t h r e a t  country  
a f t e r  t he  Secretary o f  Transpor ta t ion  has determined, pursuant t o  
sec t i on  1115(e)(2) o f  t he  Federal A v i a t i o n  Act  o f  1958, t h a t  an a i r p o r t  
i n  t h e  count ry  does n o t  mainta in and admin is te r  e f f e c t i v e  s e c u r i t y  

3 
measures? 

E f f e c t i v e  Date 

May 21, 1991 

13. D isc r im ina t i on  (FAA Sec. 666(b)):  Does t h e  country  ob jec t ,  on the  
bas is  o f  race, re1 i g ion ,  na t i ona l  o r i g i n  o r  sex, t o  t h e  presence o f  any 
o f f i c e r  o r  employee o f  t he  U.S. who i s  present i n  such count ry  t o  c a r r y  o u t  
economic development programs under the  FAA? 

14. Nuclear Technology (FAA Secs. 669, 670) : Has the  country, a f t e r  
August 3, 1977, de l i ve red  t o  any o the r  count ry  o r  received nuclear  enrichment 
o r  reprocessing equipment, mater i  a1 s, o r  technology, w i thout  s p e c i f i e d  
arrangements o r  safeguards, and w i thou t  specia l  c e r t i f i c a t i o n  by t h e  
President? Has i t  t r a n s f e r r e d  a nuclear  exp los ive  device t o  a non-nuclear 
weapon s ta te ,  o r  i f  such a s ta te ,  e i t h e r  received o r  detonated a nuc lear  
explos ive device? I f  the  count ry  i s  a non-nuclear weapon s ta te ,  has it, on o r  
a f t e r  August 8, 1985, exported ( o r  attempted t o  expor t )  i l l e g a l l y  from the  
Uni ted Sta tes  any ma te r ia l ,  equipment, o r  technology which would c o n t r i b u t e  
s i g n i f i c a n t l y  t o  t he  a b i l i t y  o f  a country  t o  manufacture a nuc lear  exp los ive  
device? (FAA Sec. 620E permi ts  a specia l  waiver of  Sec. 669 f o r  Pakistan.) 

Trans. Memo. No. 
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15. A l g i e r s  Meeting (ISDCA o f  1981, Sec. 720): Was the  country  
represented a t  t h e  Meeting o f  M i n i s t e r s  o f  Foreign A f f a i r s  and Heads o f  
Delegat ions o f  t he  Non-A1 igned Countr ies t o  the  36 th  General Assembly o f  t he  
U.N. on Sept. 25 and 28, 1981, and d i d  i t  f a i l  t o  d isassoc ia te  i t s e l f  f rom the  3 communique issued? I f  so, has the  President taken i t  i n t o  account? 
(Reference may be made t o  the  "Taking i n t o  Considerat ionn memo.) 

AID HANDBOOK 3 

16. M i l i t a r y  Coup (FY 1991 Appropr ia t ions  Act  Sec. 513) : Has t h e  d u l y  
e lec ted  Head o f  Government o f  t he  country  been deposed by m i l  i t a r y  coup o r  
decree? I f  assis tance has been terminated, has t h e  President  n o t i f i e d  
Congress t h a t  a democra t ica l l y  e lec ted  government has taken o f f i c e  p r i o r  t o  
t he  resumpti on o f  ass i  stance? 



t 
17. Refugee Cooperation (FY 1991 Appropr iat ions Act Sec. 539): Does 

t h e  r e c i p i e n t  country f u l l y  cooperate w i t h  the  i n t e r n a t i o n a l  refugee 
assistance organizat ions,  t h e  un i ted  States, and o the r  governments i n  
f a c i l  i t a t i n g  1  a s t i n g  so lu t i ons  t o  refugee s i tua t i ons ,  i n c l u d i n g  reset t lement  
w i thout  respect  t o  race, sex, re1  ig ion ,  o r  na t iona l  o r i g i n ?  

Page No. 
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18. E x p l o i t a t i o n  o f  Ch i ld ren (FY 1991 Appropr iat ions Act  Sec. 599D, 
amending FAA Sec. 116) : Does t h e  r e c i p i e n t  government f a i l  t o  take 
appropr ia te  and adequate measures, w i t h i n  i t s  means, t o  p r o t e c t  ch i1  dren from 
e x p l o i t a t i o n ,  abuse o r  forced consc r ip t i on  i n t o  n ~ i l  i t a r y  o r  paramil  i t a r y  
serv ices? 

B. COUNTRY ELIGIBILITY CRITERIA APPLICABLE ONLY TO DEVELOPMENT ASSISTANCE 
("DAn) 

Trans. Memo. No. 
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1. Human Rights  V io la t i ons  (FAA Sec. 116): Has the  Department o f  State 
determined t h a t  t h i s  government has engaged i n  a  cons is ten t  p a t t e r n  o f  gross 
v i o l a t i o n s  o f  i n t e r n a t i o n a l l y  recognized human r i g h t s ?  I f  so, can i t  be 
demonstrated t h a t  contemplated assistance w i l l  d i r e c t l y  b e n e f i t  t he  needy? 

E f f e c t i v e D a t e  

May 21, 1991 

2. Abort ions (FY 1991 Appropr iat ions Act Sec. 535): Has t h e  President 
c e r t i f i e d  t h a t  use o f  DA funds by t h i s  country would v i o l a t e  any o f  t h e  
p r o h i b i t i o n s  against  use o f  funds t o  pay f o r  t he  performance o f  abort ions as a  
method o f  f a m i l y  planning, t o  mot ivate o r  coerce any person t o  p r a c t i c e  
abort ions,  t o  pay f o r  t h e  performance o f  i nvo lun ta ry  s t e r i l i z a t i o n  as a  method 
o f  f a m i l y  planning, t o  coerce o r  provide any f i n a n c i a l  i n c e n t i v e  t o  any person 
t o  undergo s t e r i l  i za t i ons ,  t o  pay f o r  any biomedical research which re la tes ,  
i n  whole o r  i n  par t ,  t o  methods o f ,  o r  t he  performance o f ,  abort ions o r  
i nvo lun ta ry  s t e r i l  i z a t i o n  as a  means o f  f am i l y  planning? 

C. COUNTRY ELIGIBILITY CRITERIA APPLICABLE ONLY TO ECONOMIC SUPPORT FUNDS 
("ESF") 

b 1. Human Rights V io l  a t ions  (FAA Sec. 502B) : Has i t  been determined t h a t  t h e  country has engaged i n  a  cons is ten t  pa t te rn  o f  gross v i o l a t i o n s  o f  
i n t e r n a t i o n a l l y  recognized human r i g h t s ?  I f  so, has t h e  President  found t h a t  
t he  count ry  made such s i g n i f i c a n t  improvement i n  i t s  human r i g h t s  record t h a t  
f u r n i s h i n g  such assistance i s  i n  the  U.S. na t i ona l  i n t e r e s t ?  



3M (2) - ASSISTANCE CHECKLIST 

L i s t e d  be1 ow a re  s t a t u t o r y  c r i t e r i a  appl i c a b l e  t o  t h e  ass is tance  
resources themselves, r a t h e r  than  t o  t h e  e l  i g i b i l  i t y  o f  a  coun t r y  t o  r e c e i v e  
ass is tance .  Th i s  s e c t i o n  i s  d i v i d e d  i n t o  t h r e e  p a r t s .  P a r t  A  i nc l udes  
c r i t e r i a  appl  i c a b l e  t o  bo th  Development Ass is tance and Economic Support  Fund 
resources.  P a r t  B i nc l udes  c r i t e r i a  appl  i c a b l e  o n l y  t o  Development Ass is tance 
resources.  P a r t  C i n c l  udes c r i t e r i a  appl  i c a b l  e  o n l y  t o  Economic Support  Funds. 
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CROSS REFERENCE: I S  COUNTRY CHECKLIST UP TO DATE? 

A. CRITERIA APPLICABLE TO BOTH DEVELOPMENT ASSISTANCE AND ECONOMIC SUPPORT 
FUNDS 

Trans. Memo. No. 

3:73 

1. Host  Country  Development E f f o r t s  (FAA Sec. 601 (a ) )  : I n f o r m a t i o n  and 
conc lus ions  on whether ass is tance  w i l l  encourage e f f o r t s  o f  t h e  coun t r y  t o :  
(a) inc rease  t h e  f l o w  o f  i n t e r n a t i o n a l  t rade ;  (b )  f o s t e r  p r i v a t e  i n i t i a t i v e  
and compet i t i on ;  ( c )  encourage devel  opment and use o f  coopera t i ves ,  c r e d i  t 
unions, and savings and l oan  assoc ia t ions ;  (d) d iscourage monopol i s t i c  
p r a c t i c e s ;  (e )  improve t e c h n i c a l  e f f i c i e n c y  o f  i n d u s t r y ,  a g r i c u l t u r e ,  and 

)V commerce; and ( f )  s t reng then  f r e e  l a b o r  unions. 

E f f e c t i v e  Date 

May 21, 1991 

2. U.S. P r i v a t e  Trade and Investment (FAA Sec. 601(b)) :  I n f o r m a t i o n  
and conc lus ions  on how ass is tance  w i l l  encourage U.S. p r i v a t e  t r a d e  and 
investment  abroad and encourage p r i v a t e  U.S. p a r t i c i p a t i o n  i n  f o r e i g n  
ass is tance  programs ( i n c l u d i n g  use o f  p r i v a t e  t r a d e  channel s  and t h e  se rv i ces  
o f  U.S. p r i v a t e  e n t e r p r i s e )  . 

3. Congressional  N o t i  f i c a t  i on 

a. General requi rement  (FY 1991 App rop r i a t i ons  Ac t  Secs. 523 
and 591; FAA Sec. 634A) : I f  money i s  t o  be o b l i g a t e d  f o r  an a c t i v i t y  
n o t  p r e v i o u s l y  j u s t i f i e d  t o  Congress, o r  f o r  an amount i n  excess o f  
amount p r e v i o u s l y  j u s t i f i e d  t o  Corlgress, has Congress been p r o p e r l y  
n o t i f i e d  (un less  t h e  n o t i f i c a t i o n  requi rement  has been waived because o f  
s u b s t a n t i a l  r i s k  t o  human h e a l t h  o r  we1 f a re )?  

b. N o t i c e  o f  new account o b l i g a t i o n  (FY 1991 App rop r i a t i ons  
A c t  Sec. 514): I f  funds a re  be ing  o b l i g a t e d  under an a p p r o p r i a t i o n  
account t o  which they were n o t  appropr ia ted ,  has t h e  P res iden t  consu l ted  
w i t h  and p rov ided  a  w r i t t e n  j u s t i f i c a t i o n  t o  t h e  House and Senate 
App rop r i a t i ons  Committees and has such ob l  i g a t i o n  been s u b j e c t  t o  
r e g u l  a r  n o t  i f i c a t  i on procedures? 



c. Cash t ransfers and nonproject sector  assistance (FY 1991 
3 

Appropr iat ions Act Sec. 575(b) (3 ) ) :  1 f  funds are t o  be made ava i lab le  i n  
the  form o f  cash t r a n s f e r  o r  nonproject sector  assistance, has the 
Congressional no t i ce  inc luded a de ta i l ed  desc r ip t i on  o f  how the  funds 
w i l l  be used, w i t h  a d iscussion o f  U.S. i n t e r e s t s  t o  be served and a 
d e s c r i p t i o n  o f  any economic pol i c y  reforms t o  be promoted? 

AID HANDBOOK 3 
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4. Engineering and F inanc ia l  Plans (FAA Sec. 611(a)): P r i o r  t o  an 
o b l i g a t i o n  i n  excess o f  $500,000, w i l l  there  be: (a) engineering, f i n a n c i a l  
o r  o ther  plans necessary t o  c a r r y  out  the  assistance; and (b) a reasonably 
f i r m  est imate o f  the  cost  t o  the  U.S. o f  the  assistance? a* 

5. L e g i s l a t i v e  Act ion  (FAA Sec. 611(a)(2)):  I f  l e g i s l a t i v e  a c t i o n  i s  
required w i t h i n  r e c i p i e n t  country w i t h  respect t o  an o b l i g a t i o n  i n  excess o f  

3 
$500,000, what i s  the  basis f o r  a reasonable expectat ion t h a t  such a c t i o n  w i l l  
be completed i n  t ime t o  permit  o rde r l y  accomplishment o f  the purpose o f  the  
assistance? 

E f f e c t i v e  Date 

May 21, 1991 

6. Water Resources (FAA Sec. 611(b); FY 1991 Appropriat ions Act  Sec. 
501): I f  p r o j e c t  i s  f o r  water o r  water-re lated land  resource construct ion,  
have b e n e f i t s  and costs been computed t o  the extent  p rac t i cab le  i n  accordance 
w i t h  the  p r inc ip les ,  standards, and procedures establ  i shed pursuant t o  the  
Water Resources Planning Act (42 U.S.C. 1962, & m.)? (See AID Handbook 3 
f o r  guidel ines.)  

7. Cash Transfer and Sector Assistance (FY 1991 Appropr iat ions Act Sec. 
575(b)) : W i  11 cash t r a n s f e r  o r  nonproject sec tor  assistance be maintained i n  

3 
a separate account and not  commingled w i t h  other funds (unless such 
requirements are waived by Congressional no t i ce  f o r  nonproject sector  
assistance)? 

'Trans. Memo. No. 

3:73 

8. Cap i ta l  Assistance (FAA Sec. 611(e)): I f  p r o j e c t  i s  c a p i t a l  
assistance (e.q., const ruc t ion) ,  and t o t a l  U.S. assistance f o r  i t  w i l l  exceed 
$1 m i l  1 ion, has Mission D i rec to r  c e r t i f i e d  and Regional Assistant  
Admini s t r a t o r  taken i n t o  considerat ion the country's capabi l  i t y  t o  mainta in 
and u t i  1 i z e  the p r o j e c t  e f f e c t i v e l y ?  

9. Mu1 t i p l e  Country Object ives (FAA Sec. 601 (a))  : In format ion and 
conclusions on whether p ro jec ts  w i l l  encourage e f f o r t s  o f  the  country t o :  (a) 
increase the  f l o w  o f  i n t e r n a t i o n a l  trade; (b) f o s t e r  p r i v a t e  i n i t i a t i v e  and 

3 
competi t ion ; (c) encourage devel opment and use o f  cooperatives, c r e d i t  unions, 
and savings and 1 oan associat ions ; (d) discourage monopol i s t i c  prac t ices ;  (e) 
improve techn ica l  e f f i c i e n c y  o f  industry,  a g r i c u l t u r e  and commerce; and ( f )  
strengthen f r e e  labor  unions. 



b 
10. U.S. P r i v a t e  Trade (FAA Sec. 601(b)):  In fo rmat ion  and conclusions 

on how p r o j e c t  w i l l  encourage U. S. p r i v a t e  t rade  and investment abroad and 
encourage p r i v a t e  U.S. p a r t i c i p a t i o n  i n  f o r e i g n  assis tance programs ( i  n c l  udi  ng 
use of p r i v a t e  t rade  channels and the  serv ices  o f  U.S. p r i v a t e  en te rp r i se ) .  

AID HANDBOOK 3 

11. Local Currencies 

a. Rec ip ien t  Cont r ibu t ions  (FAA Secs. 612(b), 636(h)) : Describe 
steps taken t o  assure t h a t ,  t o  the  maximum ex tent  possib le,  t h e  country  
i s  c o n t r i b u t i n g  l o c a l  cur renc ies  t o  meet t h e  cos t  o f  con t rac tua l  and 
o the r  serv ices,  and f o r e i g n  cur renc ies  owned by t h e  U.S. a re  u t i l i z e d  i n  

b l i e u  o f  d o l l a r s .  

b. U.S.-Owned Currency (FAA Sec. 612(d)):  Does t h e  U.S. own 
excess f o r e i g n  currency o f  the  country  and, i f  so, what arrangements 
have been made f o r  i t s  re lease? 

Trans. Memo. No. 
3:73 

c. Separate Account (FY 1991 Appropr ia t ions  Ac t  Sec. 575). I f  
assis tance i s  fu rn ished t o  a f o r e i g n  government under arrangements which 
r e s u l t  i n  t h e  generat ion o f  l o c a l  currencies:  

(1)  Has AID (a)  requ i red  t h a t  l o c a l  cur renc ies  be deposited 
i n  a separate account es tab l ished by the  r e c i p i e n t  government, (b) 
entered i n t o  an agreement w i t h  t h a t  government p rov id ing  the  amount o f  

L/ l o c a l  cur renc ies  t o  be generated and the  terms and cond i t i ons  under 
which the  cur renc ies  so deposited may be u t i l i z e d ,  and (c )  es tab l ished 
by agreement t he  r e s p o n s i b i l i t i e s  o f  AID and t h a t  government t o  moni tor  
and account f o r  depos i ts  i n t o  and disbursements from t h e  separate 
account? 

E f f e c t i v e  Date 

May 21, 1991 

(2)  W i l l  such l o c a l  currencies,  o r  an equ iva len t  amount of 
l o c a l  currencies,  be used on l y  t o  c a r r y  ou t  t h e  purposes o f  t h e  DA o r  
ESF chapters o f  the  FAA (depending on which chapter  i s  t h e  source of  t he  
assis tance)  o r  f o r  t h e  admin i s t ra t i ve  requirements o f  t h e  Uni ted States 
Government? 
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L/ 
( 3 )  Has AID taken a l l  appropr ia te  steps t o  ensure t h a t  t h e  

equival  en t  o f  1 ocal cur renc i  es d i  sbursed from t h e  separate account are 
used f o r  t h e  agreed purposes? 

(4 )  I f  assis tance i s  terminated t o  a country, w i l l  any 
unencumbered balances o f  funds remaining i n  a separate account be 
disposed o f  f o r  purposes agreed t o  by the  r e c i p i e n t  government and the  
Uni ted States Government? 



12. Trade R e s t r i c t i o n s  

a. Surplus Commodities (FY 1991 Appropr ia t ions  Act  Sec. 521 (a)) : 
I f  assis tance i s  f o r  t h e  product ion o f  any commodity f o r  expor t ,  i s  t h e  
commodity l i k e l y  t o  be i n  surp lus on wor ld markets a t  t h e  t ime t h e  
r e s u l t i n g  product ive capac i ty  becomes operat ive,  and i s  such assis tance 
l i k e l y  t o  cause subs tan t i a l  i n j u r y  t o  U.S. producers o f  t h e  same, 
s i  mi 1 a r  o r  compet i ng commodity? 

AID HANDBOOK 3 

b. T e x t i  1  es (Lautenberg Amendment) (FY 1991 Appropri  a t  i ons Act 
Sec. 521(c)): W i l l  t h e  assistance (except f o r  programs i n  Caribbean 
Basin I n i t i a t i v e  coun t r i es  under U.S. T a r i f f  Schedule "Sect ion 807, " 
which a1 lows reduced t a r i f f s  on a r t i c l e s  assembled abroad from U.S. -made 
components) be used d i r e c t l y  t o  procure f e a s i  b i l  i t y  studies, 
p re feas i  b i l  i t y  studies, o r  p r o j e c t  p r o f i l e s  o f  p o t e n t i a l  investment i n ,  

3 
o r  t o  a s s i s t  t he  establ ishment o f  f a c i l i t i e s  s p e c i f i c a l l y  designed f o r ,  
t h e  manufacture f o r  expor t  t o  the  Uni ted States o r  t o  t h i r d  country  
markets i n  d i r e c t  compet i t ion w i t h  U.S. exports,  o f  t e x t i l e s ,  apparel, 
footwear, handbags, f l a t  goods (such as w a l l e t s  o r  c o i n  purses worn on 
t h e  person), work gloves o r  l e a t h e r  wearing apparel? 

Trans. Memo. No. 

3:73 
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13. Trop ica l  Forests (FY 1991 Appropr iat ions Ac t  Sec. 533(c) (3))  : W i  11 
funds be used f o r  any program, p r o j e c t  o r  a c t i v i t y  which would (a) r e s u l t  i n  
any s i g n i f i c a n t  l o s s  o f  t r o p i c a l  fo res ts ,  o r  (b) i nvo l ve  i n d u s t r i a l  t imber 
e x t r a c t i o n  i n  pr imary t r o p i c a l  f o r e s t  areas? 

E f f e c t i v e  Date 

May 21, 1991 

14. PVO Assistance 

a. Aud i t i ng  and r e g i s t r a t i o n  (FY 1991 Appropr iat ions Ac t  Sec. 
537): I f  assistance i s  being made a v a i l a b l e  t o  a PVO, has t h a t  
o rgan iza t i on  provided upon t i m e l y  request any document, f i l e ,  o r  record 
necessary t o  the  a u d i t i n g  requirements o f  AID, and i s  t h e  PVO reg i s te red  
w i t h  AID? 

b. Funding sources (FY 1991 Appropr iat ions Act, T i t l e  11, under 
heading "P r i va te  and Voluntary Organizat ions") : I f  assis tance i s  t o  be 
made t o  a Uni ted States PVO (o ther  than a cooperat ive development 
o rgan iza t ion) ,  does i t  obta in  a t  l e a s t  20 percent o f  i t s  t o t a l  annual 
funding f o r  i n t e r n a t i o n a l  a c t i v i t i e s  from sources o ther  than t h e  Uni ted 
States Government? 

15. P r o j e c t  Agreement Documentation (S ta te  Au tho r i za t i on  Sec. 139 (as 
i n t e r p r e t e d  by conference r e p o r t ) )  : Has conf i rmat ion  o f  t he  date o f  s ign ing  
o f  t he  p r o j e c t  agreement, i nc lud ing  the  amount involved, been cabled t o  State 
L/T and AID LEG w i t h i n  60 days o f  the  agreement's e n t r y  i n t o  f o r c e  w i t h  
respect  t o  t h e  Uni ted States, and has the  f u l l  t e x t  o f  t h e  agreement been 
pouched t o  those same o f f i c e s ?  (See Handbook 3, Appendix 66 f o r  agreements 
covered by t h i  s  p r o v i  s i  on) . 



L( 
16. M e t r i c  System (Omnibus Trade and Competit iveness Act  o f  1988 Sec. 

5164, as i n t e r p r e t e d  by conference repo r t ,  amending M e t r i c  Conversion Act  o f  
1975 Sec. 2, and as implemented through AID p o l i c y ) :  Does t h e  assis tance 
a c t i v i t y  use the  m e t r i c  system o f  measurement i n  i t s  procurements, grants,  and 
o t h e r  bus iness- re la ted  a c t i v i t i e s ,  except t o  t he  ex ten t  t h a t  such use i s  
imprac t i ca l  o r  i s  l i k e l y  t o  cause s i g n i f i c a n t  i n e f f i c i e n c i e s  o r  l o s s  of 
markets t o  Uni ted States f i rms?  Are b u l k  purchases u s u a l l y  t o  be made i n  
met r ic ,  and are  components, subassembl ies,  and semi - f a b r i c a t e d  ma te r ia l s  t o  be 
s p e c i f i e d  i n  m e t r i c  u n i t s  when economical ly a v a i l  ab le  and t e c h n i c a l l y  
adequate? W i l l  AID s p e c i f i c a t i o n s  use me t r i c  u n i t s  o f  measure from the  
e a r l  i e s t  programmatic stages, and from the  e a r l  i e s t  documentation o f  t he  
assis tance processes ( f o r  example, p r o j e c t  papers) i n v o l v i n g  q u a n t i f i a b l e  b measurements ( length,  area, volume, capaci ty ,  mass and weight),  through t h e  
imp1 ementation stage? 

AID HANDBOOK 3 

17. Women i n  Development (FY 1991 Appropr ia t ions  Act, T i t l e  11, under 
heading "Women i n  Development") : W i l l  ass is tance be designed so t h a t  t he  
percentage o f  women p a r t  i c i  pants w i  11 be demonstrably increased? 

18. Regional and Mu1 ti l a t e r a l  Assistance (FAA Sec. 209) : I s  assistance 
more e f f i c i e n t l y  and e f f e c t i v e l y  prov ided through reg iona l  o r  mu1 t i 1  a t e r a l  
o rgan iza t ions? I f  so, why i s  ass is tance n o t  so provided? In fo rma t ion  and 
conclus ions on whether ass is tance w i  11 encourage developing coun t r i es  t o  
cooperate i n  reg iona l  development programs. 

Trans. Memo. No. 

3:73 

b 19. Abort ions (FY 1991 Appropr ia t ions  Act, T i t l e  11, under heading 
"Popul a t  i on, DA, " and Sec. 525) : 

a. W i l l  ass is tance be made a v a i l a b l e  t o  any o rgan iza t i on  o r  
program which, as determined by the  President,  supports o r  p a r t i c i p a t e s  
i n  t h e  management o f  a  program o f  coerc ive  abo r t i on  o r  i n v o l u n t a r y  
s t e r i  1  i z a t  i on?  

E f f e c t i v e  Date 

May 21, 1991 

b. W i l l  any funds be used t o  lobby f o r  abo r t i on?  
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20. Cooperatives (FAA Sec. 111): W i l l  ass is tance he lp  develop 
cooperat ives, e s p e c i a l l y  by techn ica l  assistance, t o  a s s i s t  r u r a l  and urban 
poor t o  he lp  themselves toward a  b e t t e r  1 i f e ?  

21. U.S.-Owned Foreign Currencies 

a. Use o f  cur renc ies  (FAA Secs. 612(b), 636(h); FY 1991 
Appropr ia t ions  Act  Secs. 507, 509) : Describe steps taken t o  assure 
t h a t ,  t o  t h e  maximum ex tent  possible, f o r e i g n  cur renc ies  owned by the  
U.S. a re  u t i l i z e d  i n  l i e u  o f  d o l l a r s  t o  meet t h e  c o s t  o f  con t rac tua l  and 
o the r  serv ices .  



b, Release o f  cur renc ies  (FAA Sec. 612(d)) : Does t h e  U.S. own 
excess f o r e i g n  currency o f  t h e  country  and, i f  so, what arrangements 
have been made f o r  i t s  re lease? 

Page No. 

3M(2) -6 

22. Procurement 

a. Small business (FAA Sec. 602(a)) : Are the re  arrangements t o  
permi t  U.S. small business t o  p a r t i c i p a t e  e q u i t a b l y  i n  t h e  f u r n i s h i n g  o f  
commodities and serv ices  f inanced? 

b. U.S. procurement (FAA Sec. 604(a)) : W i l l  a l l  procurement be 
f rom the  U.S. except as otherwise determined by the  President  o r  
determined under de legat ion  from him? 

AID HANDBOOK 3  

E f f e c t i v e  Date 

May 21, 1991 . 

c. Marine insurance (FAA Sec. 604(d)) : I f  the  cooperat ing country  
d i sc r im ina tes  against  marine insurance companies author ized t o  do 
business i n  t he  U.S., w i l l  commodities be insured i n  the  Uni ted States 
aga ins t  marine r i s k  w i t h  such a  company? 

Trans. Memo. No. 

3:73 

d. Non-U.S. a g r i c u l t u r a l  procurement (FAA Sec. 604(e)) : I f  
non-U.S. procurement o f  a g r i c u l t u r a l  commodity o r  product t h e r e o f  i s  t o  
be financed, i s  t he re  p r o v i s i o n  against  such procurement when t h e  
domestic p r i c e  o f  such cornniodity i s  l e s s  than p a r i t y ?  (Except ion where 
commodity f inanced cou ld  no t  reasonably be procured i n  U.S.) 

e. Const ruc t ion  o r  engineer ing se rv i ces  (FAA Sec. 604(g)) : W i  11 
cons t ruc t i on  o r  engineering serv ices be procured from f i r m s  o f  advanced 
developing count r ies  which are otherwise e l i g i b l e  under Code 94.1 and 
which have a t ta ined  a  corr~peti t i v e  c a p a b i l i t y  i n  i n t e r n a t i o n a l  markets i n  
one o f  these areas? (Except ion f o r  those coun t r i es  which rece i ve  d i r e c t  
economic assistance under the  FAA and pe rm i t  Uni ted States f i r m s  t o  
compete f o r  cons t ruc t i on  o r  engineering serv ices  f inanced from 
assis tance programs o f  these count r ies .  ) 

f. Cargo preference shipping (FAA Sec. 603)) : I s  the  sh ipp ing  
excluded from compl iance w i t h  the  requirement i n  sec t i on  901(b) o f  t he  
Merchant Marine Act o f  1936, as amended, t h a t  a t  l e a s t  50 percent  o f  t he  
gross tonnage o f  commodities (computed separate ly  f o r  d r y  b u l k  c a r r i e r s ,  
d r y  cargo 1  iners ,  and tankers)  f inanced s h a l l  be t ranspor ted  on 
p r i v a t e l y  owned U.S. f l a g  comniercial vessels t o  the  ex ten t  such vessels 
are ava i l ab le  a t  f a i r  and reasonable ra tes?  

g. Technical ass is tance (FAA Sec. 621 (a) )  : I f  techn ica l  
ass is tance i s  f inanced, w i l l  such assis tance be fu rn ished by p r i v a t e  
e n t e r p r i s e  on a  con t rac t  basis  t o  the  f u l l e s t  ex ten t  p rac t i cab le?  W i l l  
t he  f a c i l i t i e s  and resources o f  o ther  Federal agencies be u t i l i z e d ,  when 
they are p a r t i c u l a r l y  su i t ab le ,  no t  con ipe t i t i ve  w i t h  p r i v a t e  en terpr ise ,  
and made a v a i l  ab le w i thou t  undue in te r fe rence  w i t h  domestic programs? .& 



L/ h. U.S. a i r  c a r r i e r s  ( In te rna t iona l  A i r  Transpor ta t ion  F a i r  
Competi t ive Pract ices Act, 1974): I f  a i r  t r a n s p o r t a t i o n  o f  persons o r  
p roper ty  i s  f inanced on g ran t  basis, w i l l  U.S. c a r r i e r s  be used t o  t h e  
ex tent  such serv ice  i s  ava i l ab le?  

AID HANDBOOK 3 

i . Terminat ion f o r  convenience o f  U.S. Government (FY 1991 
Appropr iat ions Act  Sec. 504): I f  the  U.S. Government i s  a  p a r t y  t o  a  
con t rac t  f o r  procurement, does t h e  con t rac t  conta in  a  p rov i s ion  
au tho r i z ing  te rm ina t ion  o f  such con t rac t  f o r  t h e  convenience o f  t he  
Uni ted States? 

L. j. Consul t ing serv ices (FY 1991 Appropr iat ions Act Sec. 524): I f  
assistance i s  f o r  consu l t i ng  serv ice  through procurement con t rac t  
pursuant t o  5  U.S.C. 3109, are con t rac t  expenditures a  matter  o f  p u b l i c  
record  and avai 1  able f o r  pub1 i c  inspect ion  (unless otherwise provided by 
1  aw o r  Executive o rde r )?  

Trans. Memo. No; 
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k. Me t r i c  conversion (Omnibus Trade and Competit iveness Act  of 
1988, as i n t e r p r e t e d  by conference repor t ,  anlending M e t r i c  Conversion 
Act  o f  1975 Sec. 2, and as implemented through AID po l i cy ) :  Does t h e  
assistance program use the  me t r i c  system o f  measurement i n  i t s  
procurements, grants, and other  business-re lated a c t i v i t i e s ,  except t o  
t h e  ex ten t  t h a t  such use i s  imprac t ica l  o r  i s  1  i k e l y  t o  cause 
s i g n i f i c a n t  i n e f f i c i e n c i e s  o r  1  oss o f  markets t o  Un i ted  States f i rms? 

L. Are b u l k  purchases usua l l y  t o  be made i n  metr ic ,  and are components, 
subassembl ies,  and semi - fab r i ca ted  mate r ia l s  t o  be s p e c i f i e d  i n  me t r i c  
u n i t s  when economically ava i l ab le  and t e c h n i c a l l y  adequate? W i l l  AID 
s p e c i f i c a t i o n s  use met r i c  u n i t s  o f  measure from t h e  e a r l i e s t  
programmatic stages, and from the  e a r l i e s t  documentation o f  t h e  
assistance processes ( f o r  example, p r o j e c t  papers) i n v o l v i n g  
q u a n t i f i a b l e  measurements (1  ength, area, volume, capacity,  mass and 
weight), through t h e  implementation stage? 

1. Competi t ive Se lec t ion  Procedures (FAA Sec. 601(e)): W i l l  
t h e  assistance u t i l i z e  compet i t ive s e l e c t i o n  procedures f o r  t h e  awarding 
o f  contracts,  except where appl i c a b l  e  procurement r u l e s  a1 1  ow otherwise? 

E f f e c t i v e  Date 

May 21, 1991 

23. Construct ion 
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a. Cap i ta l  p r o j e c t  (FAA Sec. 601(d)): I f  c a p i t a l  (e.q., 
const ruc t ion)  p ro jec t ,  w i  11 U. S. engineering and pro fess iona l  serv ices 
be used? 

b. Construct ion con t rac t  (FAA Sec. 611(c)): I f  con t rac ts  f o r  
cons t ruc t i on  are t o  be financed, w i l l  they be l e t  on a  compet i t i ve  basis 
t o  maximum extent  p rac t i cab le?  



c. Large pro jects,  Congressional approval (FAA Sec. 620(k)) : I f  
f o r  const ruc t ion  o f  p roduct ive  enterpr ise,  w i l l  aggregate value o f  
assistance t o  be furn ished by t h e  U.S. no t  exceed $100 m i l l i o n  (except 
f o r  p roduct ive  enterpr ises  i n  Egypt t h a t  were described i n  t h e  
Congressional Presentat ion),  o r  does assistance have the  express 
approval o f  Congress? 

Page No. 

3M(2) -8 

24. U.S. Aud i t  Rights (FAA Sec. 301(d)): I f  fund i s  es tab l ished s o l e l y  
by U.S. c o n t r i b u t i o n s  and administered by an i n t e r n a t i o n a l  organizat ion,  does 
Comptrol 1 e r  General have a u d i t  r i g h t s ?  

,L 

25. Comnunist Assistance (FAA Sec. 620(h). Do arrangements e x i s t  t o  
insure  t h a t  Uni ted States f o r e i g n  a i d  i s  no t  used i n  a manner which, con t ra ry  
t o  t h e  best  i n t e r e s t s  o f  t he  Uni ted States, promotes o r  ass i s t s  t h e  f o r e i g n  

4 
a i d  p r o j e c t s  o r  a c t i v i t i e s  o f  t h e  Communi s t - b l o c  count r ies? 

E f f e c t i v e  Date 

May 21, 1991 

26. Narcot ics  

a. Cash reimbursements (FAA Sec. 483) : W i l l  arrangements p rec l  ude 
use o f  f inanc ing t o  make reimbursements, i n  the  form o f  cash payments, 
t o  persons whose i l l i c i t  drug crops are eradicated? 

. 
Trans. Memo. No. 
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b. Assistance t o  na rco t i cs  t r a f f i c k e r s  (FAA Sec. 487) : W i l l  
arrangements take " a l l  reasonable steps" t o  preclude use o f  f i nanc ing  t o  
o r  through i n d i v i d u a l s  o r  e n t i t i e s  which we know o r  have reason t o  
be l i eve  have e i t h e r :  (1) been convicted o f  a v i o l a t i o n  o f  any law o r  
r e g u l a t i o n  o f  t h e  Uni ted States o r  a f o r e i g n  country r e l a t i n g  t o  
na rco t i cs  ( o r  other  c o n t r o l l e d  substances); o r  (2) been an i l l i c i t  
t r a f f i c k e r  i n ,  o r  otherwise involved i n  t h e  i l l i c i t  t r a f f i c k i n g  o f ,  any 
such con t ro l  1 ed substance? 
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27. Expropr ia t ion  and Land Reform (FAA Sec. 620(g)): W i l l  assistance 
preclude use o f  f inancing t o  compensate owners f o r  expropr iated o r  
na t iona l  i zed  property,  except t o  compensate f o r e i g n  nat iona l  s  i n  accordance 
w i t h  a l and  re form program c e r t i f i e d  by the  President? 

28. Pol i c e  and Prisons (FAA Sec. 660): W i l l  assistance preclude use o f  
f inanc ing t o  provide t r a i n i n g ,  advice, o r  any f i n a n c i a l  support f o r  po l ice ,  
pr isons, o r  o ther  law enforcement forces, except f o r  na rco t i cs  programs? 

3 
29. CIA A c t i v i t i e s  (FAA Sec. 662): W i l l  assistance preclude use o f  

f i nanc ing  f o r  CIA a c t i v i t i e s ?  

30. Motor Vehicles (FAA Sec. 636( i ) ) :  W i l l  assistance preclude use o f  
f i nanc ing  f o r  purchase, sale, long-term lease, exchange o r  guaranty o f  t h e  
sa le  o f  motor veh ic les  manufactured outs ide U.S., unless a waiver i s  obtained? 



b 
31. M i  1  i t a r y  Personnel (FY 1991 Appropr iat ions Act  Sec. 503) : W i  11 

ass is tance prec lude use o f  f i nanc ing  t o  pay pensions, annu i t ies ,  re t i r emen t  
pay, o r  adjusted se rv i ce  compensation f o r  p r i o r  o r  c u r r e n t  mi 1 i t a r y  personnel ? 
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32. Payment o f  U.N. Assessments (FY 1991 Appropr ia t ions  Act  Sec. 
505) : W i l l  ass is tance prec lude use o f  f i nanc ing  t o  pay U.N. assessments, 
arrearages o r  dues? 

33. Mu1 t i 1  a t e r a l  Organizat ion Lending (FY 1991 Appropr ia t ions  Act  Sec. 
506): W i l l  ass is tance preclude use o f  f i nanc ing  t o  c a r r y  out  p rov i s ions  of 
FAA sec t i on  209(d) ( t r a n s f e r  o f  FAA funds t o  mu1 t i 1  a t e r a l  o rgan iza t ions  fo r  

L. l end ing)?  

34. Export o f  Nuclear Resources (FY 1991 Appropr ia t ions  Act  Sec. 510): 
W i l l  ass is tance prec lude use o f  f i nanc ing  t o  f inance t h e  expor t  o f  nuc lear  
equipment, f u e l ,  o r  techno1 ogy? 

Trans. Memo. No. 
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35. Repression o f  Populat ion (FY 1991 Appropr ia t ions  Ac t  Sec. 511): 
W i l l  ass is tance prec lude use o f  f i nanc ing  f o r  t h e  purpose o f  a i d i n g  the  
e f f o r t s  o f  t h e  government o f  such country  t o  repress the  l e g i t i m a t e  r i g h t s  of 
t h e  popu la t ion  o f  such country  con t ra ry  t o  the  Universal  Dec la ra t i on  of Human 
Rights? 

36. Pub1 i c i t y  o r  Propoganda (FY 1991 Appropr ia t ions  Ac t  Sec. 516) : 
W i l l  ass is tance be used f o r  pub1 i c i t y  o r  propaganda purposes designed t o  
support o r  de fea t  l e g i s l a t i o n  pending before Congress, t o  i n f l uence  i n  any way 
t h e  outcome o f  a p o l i t i c a l  e l e c t i o n  i n  t he  Uni ted States, o r  f o r  any p u b l i c i t y  
o r  propaganda purposes no t  author ized by Congress? 

E f f e c t i v e  Date 

May 21, 1991 

37. Marine Insurance (FY 1991 Appropr ia t ions  Ac t  Sec. 563): W i l l  any 
AID con t rac t  and so l  i c i  t a t i o n ,  and subcontract entered i n t o  under such 
con t rac t ,  i n c l  ude a c l  ause r e q u i r i n g  t h a t  U.S. marine insurance companies have 
a f a i r  oppor tun i t y  t o  b i d  f o r  marine insurance when such insurance i s  
necessary o r  appropr iate? 
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38. Exchange f o r  P roh ib i t ed  Act  (FY 1991 Appropr ia t ions  Act Sec. 569): 
W i l l  any ass is tance be provided t o  any f o r e i g n  government ( i n c l u d i n g  any 

(cj i n s t r u m e n t a l i t y  o r  agency thereof) ,  f o r e i g n  person, o r  Uni ted States person i n  
exchange f o r  t h a t  f o r e i g n  government o r  person undertak ing any a c t i o n  which 
i s ,  i f  c a r r i e d  ou t  by the  Uni ted States Government, a Uni ted States o f f i c i a l  
o r  employee, expressly  p r o h i b i t e d  by a p r o v i s i o n  o f  Un i ted  States law? 

B. CRITERIA APPLICABLE TO DEVELOPMENT ASSISTANCE ONLY 

1. A g r i c u l t u r a l  Exports (Bumpers Amendment) (FY 1991 Appropr ia t ions  Act  
Sec. 521 (b) , as i n t e r p r e t e d  by conference r e p o r t  f o r  o r i g i n a l  enactment) : I f  
assis tance i s  f o r  a g r i c u l t u r a l  development a c t i v i t i e s  ( s p e c i f i c a l l y ,  any 



t e s t i n g  o r  breeding f e a s i b i l  i t y  study, va r i e t y  improvement o r  int roduct ion,  
consul tancy, pub1 icat ion,  conference, o r  t ra in ing ) ,  are such a c t i v i t i e s :  (1) 
s p e c i f i c a l l y  and p r i n c i p a l l y  designed t o  increase ag r i cu l t u ra l  exports by the 
host country t o  a country other than the United States, where the export would 
lead t o  d i r e c t  competi t ion i n  t h a t  t h i r d  country w i t h  exports o f  a s im i l a r  
commodity grown o r  produced i n  the United States, and can the a c t i v i t i e s  
reasonably be expected t o  cause substant ia l  i n j u r y  t o  U.S. exporters o f  a 
s im i l a r  ag r i cu l t u ra l  commodity; o r  (2) i n  support o f  research t h a t  i s  intended 
p r ima r i l y  t o  bene f i t  U. S. producers? 
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2. Tied Aid Credi ts (FY 1991 Appropriat ions Act, T i t l e  11, under 
heading "Economic Support Fund") : W i l l  DA funds be used f o r  t i e d  a i d  
c red i t s?  

3. Appropriate Technology (FAA Sec. 107): I s  special emphasis placed 
on use of appropriate technol ogy (defined as re1 a t i v e l y  smaller, cost-saving, 
1 abor-using technol ogies t h a t  are general ly  most appropriate f o r  the small 
farms, small businesses, and small incomes o f  the poor)? 

E f f ec t i ve  Date 

May 21, 1991 . 

4. Indigenous Needs and Resources (FAA Sec. 281(b)) : Describe extent  
t o  which the  a c t i v i t y  recognizes the pa r t i cu l a r  needs, desires, and capaci t ies 
o f  the people o f  the country; u t i l i z e s  the countryf  s i n t e l l e c t u a l  resources t o  
encourage i n s t i t u t i o n a l  development; and supports c i v i c  education and t r a i n i n g  
i n  s k i l l s  required f o r  e f f e c t i v e  pa r t i c i pa t i on  i n  governmental and pol i t i c a l  
processes essenti  a1 t o  sel f -government. 

5. Economic Development (FAA Sec. 101 (a)) : Does the a c t i v i t y  g ive  
reasonable promise o f  con t r ibu t ing  t o  the development o f  economic resources, 
o r  t o  the increase o f  productive capaci t ies and se l f - sus ta in ing  economic 
growth? 

4 

Trans. Memo. No. 
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6. Special Development Emphases (FAA Secs. 102(b), 113, 281 (a) ) : 
Describe extent  t o  which a c t i v i t y  w i l l :  (a) e f f e c t i v e l y  involve the poor i n  
development by extending access t o  economy a t  1 ocal 1 eve1 , increasing 
labor- in tens ive production and the use o f  appropriate technology, d ispersing 
investment from c i t i e s  t o  small towns and r u r a l  areas, and insur ing wide 
p a r t i c i p a t i o n  o f  the poor i n  the benef i ts  o f  development on a sustained basis, 
using appropriate U.S. i n s t i t u t i o n s ;  (b) encourage democratic p r i va te  and 
1 ocal governmental i n s t i t u t i o n s ;  (c) support the sel f-he1 p e f f o r t s  o f  
developing countr ies; (d) promote the pa r t i c i pa t i on  o f  women i n  the nat iona l  
economies o f  developing countr ies and the improvement o f  women's status; and 
(e) u t i l  i z e  and encourage regional  cooperation by developing countr ies. 
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7. Recipient Country Contr ibut ion (FAA Secs. 110, 124(d)) : W i l l  the 
rec i p i en t  country provide a t  l e a s t  25 percent o f  the costs o f  the program, 
project ,  o r  a c t i v i t y  w i th  respect t o  which the assistance i s  t o  be furnished 
(or  i s  the l a t t e r  cost-sharing requirement being waived for  a " r e l a t i v e l y  
l e a s t  developed" country) ? 



8. B e n e f i t  t o  Poor M a j o r i t y  (FAA Sec. 128(b)): I f  the  a c t i v i t y  
attempts t o  increase t h e  i n s t i t u t i o n a l  capabi l  i t i e s  o f  p r i v a t e  organizat ions 
o r  t h e  government o f  t h e  country, o r  i f  i t  attempts t o  s t imu la te  s c i e n t i f i c  
and techno log ica l  research, has i t  been designed and w i l l  i t  be monitored t o  
ensure t h a t  t h e  u l t i m a t e  b e n e f i c i a r i e s  are t h e  poor ma jo r i t y?  

AID HANDBOOK 3 

9. Abort ions (FAA Sec. 104(f ) ;  FY 1991 Appropr iat ions Act, T i t l e  11, 
under heading "Population, DA," and Sec. 535): 

a. Are any o f  t h e  funds t o  be used f o r  t h e  performance o f  
abor t ions  as a method o f  f a m i l y  p lanning o r  t o  mot iva te  o r  coerce any 
person t o  p r a c t i c e  abort ions? 

Trans. Memo. No. 
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b. Are any o f  t h e  funds t o  be used t o  pay f o r  t h e  performance o f  
i nvo lun ta ry  s t e r i l i z a t i o n  as a method o f  f a m i l y  p lanning o r  t o  coerce o r  
p rov ide  any f i n a n c i a l  i ncen t i ve  t o  any person t o  undergo s t e r i l  i za t i ons?  

c. Are any o f  t h e  funds t o  be made a v a i l a b l e  t o  any organ iza t ion  
o r  program which, as determined by t h e  President,  supports o r  
p a r t i c i p a t e s  i n  the  management o f  a program o f  coerc ive  abor t i on  o r  
i nvo lun ta ry  s t e r i l  i z a t i o n ?  

E f f e c t i v e  Date 

May 21, 1991 

d. W i l l  funds be made ava i l ab le  on ly  t o  vo luntary  f a m i l y  p lanning 
p r o j e c t s  which o f f e r ,  e i t h e r  d i r e c t l y  o r  through r e f e r r a l  to ,  o r  
i n fo rma t ion  about access to ,  a broad range o f  f a m i l y  p lanning methods 
and serv ices? 

Page No. 

3M(2)-11 

e. I n  awarding grants  f o r  na tu ra l  f a m i l y  planning, w i l l  any 
appl i c a n t  be d iscr iminated against  because o f  such appl i c a n t ' s  re1  i g i o u s  
o r  conscient ious commitment t o  o f f e r  od l y  na tu ra l  f a m i l y  planning? 

f. Are any o f  t h e  funds t o  be used t o  pay f o r  any biomedical 
research which re la tes ,  i n  whole o r  i n  pa r t ,  t o  methods o f ,  o r  t h e  
performance o f ,  abor t ions  o r  i nvo lun ta ry  s t e r i l i z a t i o n  as a means o f  
fami ly  planning? 

g. Are any o f  t h e  funds t o  be made a v a i l a b l e  t o  any organ iza t ion  
i f  t h e  President c e r t i f i e s  t h a t  the  use o f  these funds by such 
o rgan iza t i on  would v i o l  a te  any o f  t h e  above p rov i s ions  re1  ated t o  
abor t ions  and invo lun ta ry  s t e r i l  i z a t i o n ?  

10. Contract  Awards (FAA Sec. 601(e)): W i l l  t h e  p r o j e c t  u t i l i z e  
compet i t i ve  s e l e c t i o n  procedures f o r  t h e  awarding of contracts,  except where 
appl i c a b l  e procurement r u l e s  a1 1 ow otherwise? 



11. Disadvantaged Enterpr ises (FY 1991 Appropr iat ions Act Sec. 567) : 
What p o r t i o n  o f  the  funds w i l l  be ava i lab le  on ly  f o r  a c t i v i t i e s  o f  
economically and s o c i a l l y  disadvantaged enterpr ises,  h i s t o r i c a l l y  b lack  
c o l l  eges and un ive rs i t i es ,  c o l l  eges and u n i v e r s i t i e s  having a student body i n  
which more than 40 percent o f  the students are Hispanic Americans, and p r i v a t e  
and vo luntary  organizat ions which are con t ro l  l e d  by i n d i v i d u a l s  who are b lack 
Americans, Hispanic Americans, o r  Nat ive Americans, o r  who are economical l y  o r  
s o c i a l l y  d i  sadvantaged ( inc lud ing  women)? 

12. B io log ica l  D i v e r s i t y  (FAA Sec. 119(g): W i l l  the  assistance: (a) 
support t r a i n i n g  and education e f f o r t s  which improve the capaci ty  o f  r e c i p i e n t  
count r ies  t o  prevent l o s s  o f  b i o l o g i c a l  d i v e r s i t y ;  (b) be provided under a 
long-term agreement i n  which the r e c i p i e n t  country agrees t o  p r o t e c t  
ecosystems o r  o ther  w i l d l i f e  hab i ta ts ;  (c) support e f f o r t s  t o  i d e n t i f y  and 

3 
survey ecosystems i n  r e c i p i e n t  count r ies  worthy o f  p ro tec t ion ;  o r  (d) by any 
d i r e c t  o r  i n d i r e c t  means s i g n i f i c a n t l y  degrade nat iona l  parks o r  s i m i l a r  
protected areas o r  in t roduce exo t i c  p lan ts  o r  animals i n t o  such areas? 
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13. Tropical  Forests (FAA Sec. 118; FY 1991 Appropriat ions Act Sec. 
533(c)-(e) (g)): 

' Trans. Memo. No. 
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E f f e c t i v e  Date 

May 21, 1991 

a. AID Regulat ion 16: Does the assistance comply w i t h  the  
environmental procedures set  f o r t h  i n  AID Regul a t  i o n  16? 
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b. Conservation: Does the assistance place a h igh p r i o r i t y  on 
conservat ion and susta i  nab1 e management o f  t r o p i c a l  fo res ts? 
S p e c i f i c a l l y ,  does the assistance, t o  the f u l l e s t  extent  feas ib le :  (1) 
s t ress  the importance o f  conserving and susta inably managing f o r e s t  
resources; (2) support a c t i v i t i e s  which o f f e r  employment and income 
a l t e r n a t i v e s  t o  those who otherwise would cause des t ruc t ion  and l o s s  o f  
fo res ts ,  and he lp  count r ies  i d e n t i f y  and implement a1 te rna t i ves  t o  
co lon iz ing  forested areas; (3) support t r a i n i n g  programs, educational 
e f fo r t s ,  and the establishment o r  strengthening o f  i n s t i t u t i o n s  t o  
improve f o r e s t  management; (4 )  help end des t ruc t i ve  slash-and-burn 
a g r i c u l t u r e  by support ing s tab le  and product ive f a r m i ~ g  prac t ices ;  (5) 
he lp  conserve fo res ts  which have not  y e t  been degraded by he lp ing t o  
increase product ion on 1 ands a1 ready c leared o r  degraded; (6) conserve 
fores ted watersheds and rehabi 1 i t a t e  those which have been deforested; 
(7) support t r a i n i n g ,  research, and o ther  ac t ions  which lead  t o  

3 
sustainable and more environmental ly sound p rac t i ces  f o r  t imber 
harvest ing, removal , and processing ; (8) support research t o  expand 
knowledge o f  t r o p i c a l  fo res ts  and i d e n t i f y  a l t e r n a t i v e s  which w i l l  
prevent f o r e s t  destruct ion,  loss, o r  degradation; (9) conserve 
b i o l o g i c a l  d i v e r s i t y  i n  f o r e s t  areas by support ing e f f o r t s  t o  i d e n t i f y ,  
es tab l  i sh, and maintain a representat ive network of protected t r o p i c a l  
f o r e s t  ecosystems on a worldwide basis, by making the establishment o f  
p ro tec ted areas a cond i t i on  o f  support for  a c t i v i t i e s  i n v o l v i n g  f o r e s t  



b 
clearance o r  degradation, and by he lp ing  t o  i d e n t i f y  t r o p i c a l  f o r e s t  
ecosystems and species i n  need o f  p r o t e c t i o n  and es tab l  i s h  and main ta in  

- 

appropr ia te  pro tec ted  areas; (10)- seek t o  increase the  awareness of 
U.S. Government agencies and o the r  donors o f  t h e  immediate and long- term 
value of t r o p i c a l  f o res ts ;  (11) u t i l i z e  t h e  resources and a b i l i t i e s  o f  
a l l  r e l e v a n t  U.S. government agencies; (12) be based upon c a r e f u l  
ana lys i s  of t he  a l t e r n a t i v e s  a v a i l a b l e  t o  achieve t h e  bes t  sus ta inab le  
use o f  t h e  land; and (13) take f u l l  account o f  t he  environmental 
impacts of t h e  proposed a c t i v i t i e s  on b i o l o g i c a l  d i v e r s i t y ?  
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c. Fores t  degradation: W i l l  ass is tance be used f o r :  (1)  t he  
procurement o r  use o f  1  oggi ng equi pment , un l  ess an environmental 
assessment i n d i c a t e s  t h a t  a1 1  t imber  harvest ing operat ions invo lved w i  11 
be conducted i n  an envi ronmental ly  sound manner and t h a t  t h e  proposed 
a c t i v i t y  w i l l  produce p o s i t i v e  economic b e n e f i t s  and sus ta inab le  f o r e s t  
management systems; (2 )  ac t ions  which w i l l  s i g n i f i c a n t l y  degrade 
na t i ona l  parks o r  s imi  1  a r  p ro tec ted  areas which con ta in  t r o p i c a l  
f o res ts ,  o r  in t roduce e x o t i c  p l a n t s  o r  animals i n t o  such areas; (3) 
a c t i v i t i e s  which would r e s u l t  i n  the  conversion o f  f o r e s t  lands t o  the  
r e a r i n g  o f  1  ivestock;  (4)  the  cons t ruc t ion ,  upgrading, o r  maintenance 
o f  roads ( i n c l u d i n g  temporary haul roads f o r  l ogg ing  o r  o ther  e x t r a c t i v e  
i n d u s t r i e s )  which pass through re1 a t i v e l y  undergraded f o r e s t  lands; (5) 
t h e  c o l o n i z a t i o n  o f  f o r e s t  lands; o r  (6) t he  c o n s t r u c t i o n  o f  dams o r  
o the r  water c o n t r o l  s t ruc tu res  which f l o o d  r e l a t i v e l y  undergraded fo res t  
lands, unless w i t h  respect t o  each such a c t i v i t y  an environmental 
assessment i nd i ca tes  t h a t  t he  a c t i v i t y  w i l l  c o n t r i b u t e  s i g n i f i c a n t l y  and 
d i r e c t l y  t o  improving the  1  i ve l i hood  o f  t h e  r u r a l  poor and w i l l  be 
conducted i n  an envi ronmental ly  sound manner which supports susta inable 
devel opment? 

d. Susta inable f o r e s t r y :  I f  assis tance re1  ates t o  t r o p i c a l  
f o res ts ,  w i l l  p r o j e c t  a s s i s t  coun t r i es  i n  developing a  systematic 
ana lys i s  o f  the  appropr iate use o f  t h e i r  t o t a l  t r o p i c a l  f o r e s t  
resources, w i t h  t h e  goal o f  developing a  na t i ona l  program f o r  
sus ta inab le  f o r e s t r y ?  

e. Environmental impact statements: W i  11 funds be made avai  1  ab le  
i n  accordance w i t h  p rov i s ions  o f  FAA Sect ion 117(c) and app l i cab le  AID 
regu la t i ons  r e q u i r i n g  an environmental impact statement f o r  a c t i v i t i e s  
s i g n i f i c a n t l y  a f f e c t i n g  the  environment? 
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14. Energy (FY 1991 Appropr ia t ions  Ac t  Sec. 533(c)) : I f  assis tance 
r e l a t e s  t o  energy, w i l l  such assis tance focus on: (a) end-use energy 
e f f i c iency ,  1  eas t -cos t  energy p l  anning , and renewable energy resources, and 
(b) t h e  key coun t r i es  where assistance would have the  g rea tes t  impact on 
reducing emissions from greenhouse gases? 

E f f e c t i v e  Date 

May 21, 1991 



15. Sub-Saharan A f r i c a  Assistance (FY 1991 Appropr iat ions Act  Sec. 562, 
adding a new FAA chapter 10 (FAA Sec. 496)) : I f  assis tance w i l l  come from the  
Sub-Saharan A f r i c a  DA account, i s  it: (a) t o  be used t o  he lp  t h e  poor 
m a j o r i t y  i n  Sub-Saharan A f r i c a  through a process o f  long- term development and 
economic growth t h a t  i s  equi tab1 e, p a r t i c i p a t o r y ,  envi ronmental ly  sustainable, 
and s e l f - r e l i a n t ;  (b) t o  be used t o  promote sustained economic growth, 
encourage p r i v a t e  sec tor  development, promote i n d i v i d u a l  i n i t i a t i v e s ,  and he1 p 
t o  reduce t h e  r o l e  o f  cen t ra l  governments i n  areas more appropr ia te  f o r  the  
p r i v a t e  sector ;  (c )  t o  be prov ided i n  a manner t h a t  takes i n t o  account, dur ing  
the  p lann ing  process, the  l o c a l  - l e v e l  perspect ives o f  t he  r u r a l  and urban 
poor, i n c l u d i n g  women, through c lose  consul t a t i o n  w i t h  A f r i can,  Un i ted  States 
and o ther  PVOs t h a t  have demonstrated e f fec t iveness  i n  t h e  promotion o f  l o c a l  
grassroots a c t i v i t i e s  on beha l f  o f  1 ong-term development i n  Sub-Saharan 
A f r i ca ;  (d) t o  be implemented i n  a manner t h a t  requ i res  l o c a l  people, 
i n c l u d i n g  women, t o  be c l o s e l y  consulted and involved, i f  t h e  assis tance has a 
l o c a l  focus; (e) being used p r i m a r i l y  t o  proniote re form o f  c r i t i c a l  sec tora l  
economic p o l i c i e s ,  o r  t o  support t he  c r i t i c a l  sec tor  p r i o r i t i e s  o f  
a g r i c u l t u r a l  product ion and na tu ra l  resources, heal th,  vo lun ta ry  f a m i l y  
p l  anni ng services, education, and income generat i ng oppor tun i t i es  ; and ( f )  t o  
be prov ided i n  a manner t h a t ,  i f  p o l i c y  reforms are  t o  be e f fec ted ,  conta ins 
p rov i s ions  t o  p r o t e c t  vu lnerab le  groups and the  environment from poss ib le  
negat ive  consequences o f  t he  reforms? 
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16. Debt-for-Nature Exchange (FAA Sec. 463) : I f  p r o j e c t  w i l l  f i nance a 
debt - fo r -na ture  exchange, descr ibe how the  exchange w i  11 support p r o t e c t i o n  
o f :  (a) t he  wor ld 's  oceans and atmosphere, (b) animal and p l a n t  species, and 
(c )  parks and reserves; o r  descr ibe how the  exchange w i l l  promote: (d) 

3 
na tu ra l  resource management, (e) 1 ocal conservat ion programs, ( f )  conservat ion 
t r a i n i n g  programs, (g) pub1 i c  commitment t o  conservat ion, (h) 1 and and 
ecosystem management, and ( i  ) regenerat ive approaches i n  farming, f o r e s t r y ,  
f i s h i n g ,  and watershed management. 

17. Deobl igat ion/Reobl i g a t i o n  (FY 1991 Appropr iat ions Act  Sec. 515) : 
I f  deob/reob a u t h o r i t y  i s  sought t o  be exercised i n  t he  p r o v i s i o n  o f  DA 
assistance, are t h e  funds being obl  i ga ted  f o r  t h e  same general purpose, and 
f o r  coun t r i es  w i t h i n  the  same reg ion  as o r i g i n a l l y  obl igated,  and have t h e  
House and Senate Appropr ia t ions  Committees been p rope r l y  n o t i f i e d ?  

E f f e c t i v e  Date 

May 21, 1991 - 

18. Loans 

a. Repayment capac i t y  (FAA Sec. 122(b)): In fo rmat ion  and 
conclus ion on capac i ty  o f  t he  country  t o  repay the  l oan  a t  a reasonable 
r a t e  o f  i n t e r e s t .  

' Trans. Memo. No. 

3:73 

b. Long-range plans (FAA Sec. 122(b)): Does t h e  a c t i v i t y  g i v e  
reasonable promise o f  ass i  s t i n g  1 ong-range plans and programs designed 
t o  develop economic resources and increase product ive  capac i t ies?  

AID HANDBOOK 3 



b c. I n t e r e s t  r a t e  (FAA Sec. 122(b)): I f  development l o a n  i s  
repayable i n  d o l l a r s ,  i s  i n t e r e s t  r a t e  a t  l e a s t  2 percent  per  annum 
d u r i n g  a grace p e r i o d  which i s  n o t  t o  exceed t e n  years, and a t  l e a s t  3 
percent  per  annum t h e r e a f t e r ?  
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d. Exports t o  Un i ted  States (FAA Sec. 620(d)) : I f  assis tance i s  
f o r  any p roduc t i ve  e n t e r p r i s e  which w i l l  compete w i t h  U.S. en terpr ises ,  
i s  t h e r e  an agreement by t h e  r e c i p i e n t  count ry  t o  p revent  expor t  t o  t h e  
U.S. o f  more than 20 percent  o f  t h e  en te rp r i se ' s  annual p roduct ion  
du r ing  t h e  l i f e  o f  t h e  loan, o r  has t h e  requirement t o  en te r  i n t o  such 
an agreement been waived by t h e  President  because o f  a n a t i o n a l  s e c u r i t y  

t i n t e r e s t ?  

19. Development Object ives (FAA Secs. 102(a), 111, 113, 281(a)): 
Extent  t o  which a c t i v i t y  w i l l  : (1) e f f e c t i v e l y  i n v o l v e  t h e  poor i n  
development, by expanding access t o  econonly a t  1 ocal  l e v e l ,  i nc reas ing  
1 abo r - i n tens i ve  product ion  and t h e  use o f  appropr ia te  technology, spreading 
investment ou t  from c i t i e s  t o  smal l  towns and r u r a l  areas, and i n s u r i n g  wide 
p a r t i c i p a t i o n  o f  t h e  poor i n  the  b e n e f i t s  o f  development on a susta ined basis,  
us ing  t h e  appropr ia te  U. S. i n s t i t u t i o n s ;  (2) he1 p develop cooperat ives, 
e s p e c i a l l y  by techn ica l  assistance, t o  a s s i s t  r u r a l  and urban poor t o  he lp  
themselves toward b e t t e r  1 i fe, and otherwise encourage democrat ic p r i v a t e  and 
l o c a l  governmental i n s t i t u t i o n s ;  (3) support t h e  sel  f -he1 p e f f o r t s  o f  
developing count r ies ;  (4) promote the  p a r t i c i p a t i o n  o f  women i n  t h e  na t i ona l  
economies o f  developing coun t r i es  and the  improvement o f  women's s ta tus ;  and 
(5)  u t i l  i z e  and encourage reg iona l  cooperat ion by developing coun t r i es?  

20. A g r i c u l t u r e ,  Rural Devel opment and N u t r i t i o n ,  and A g r i c u l t u r a l  
Research (FAA Secs. 103 and 103A) : 

a. Rural poor and small farmers: I f  ass is tance i s  being made 
a v a i l a b l e  f o r  a g r i c u l t u r e ,  r u r a l  development o r  n u t r i t i o n ,  descr ibe  
ex ten t  t o  which a c t i v i t y  i s  s p e c i f i c a l l y  designed t o  increase 
p r o d u c t i v i t y  and income o f  r u r a l  poor; o r  i f  assis tance i s  being made 
a v a i l a b l e  f o r  a g r i c u l t u r a l  research, has account been taken o f  t h e  
needs o f  smal l  farmers, and extensive use o f  f i e l d  t e s t i n g  t o  adapt 
bas ic  research t o  l o c a l  cond i t i ons  s h a l l  be made. 
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b. N u t r i t i o n :  Describe ex ten t  t o  which assis tance i s  used i n  
coo rd ina t i on  w i t h  e f f o r t s  c a r r i e d  o u t  under FAA Sect ion  104 (Populat ion 
and Heal th)  t o  he lp  improve n u t r i t i o n  o f  t he  people o f  developing 
coun t r i es  through encouragement o f  increased product ion  o f  crops w i t h  
g rea te r  n u t r i t i o n a l  va l  ue; improvement o f  planning, research, and 
educat ion w i t h  respect  t o  n u t r i t i o n ,  p a r t i c u l a r l y  w i t h  re fe rence t o  
improvement and expanded use o f  ind igenous ly  produced foods tu f f s ;  and 
t h e  undertak ing o f  p i l o t  o r  demonstrat ion programs e x p l i c i t l y  addressing 
t h e  problem o f  m a l n u t r i t i o n  o f  poor and vu lnerab le  people. 

E f f e c t i v e  Date 

May 21, 1991 



c. Food secur i ty :  Describe extent  t o  which a c t i v i t y  increases 
nat iona l  food secur i t y  by improving food p o l i c i e s  and management and by 
strengthening nat ional  food reserves, w i t h  p a r t i c u l a r  concern f o r  the 
needs o f  the  poor, through measures encouraging domestic product ion, 
bu i l d i ng  nat ional  food reserves, expanding ava i l  able storage f a c i l i t i e s ,  
reducing post harvest food 1 osses, and improving food d i s t r i b u t i o n .  

21. Population and Heal th (FAA Secs. 104(b) and (c)) :  I f  assistance i s  
being made ava i l  able f o r  populat ion o r  hea l th  a c t i v i t i e s ,  describe extent  t o  
which a c t i v i t y  emphasizes low-cost, integrated de l i ve r y  systems f o r  health, 
n u t r i t i o n  and fami l y  p l  anning f o r  the poorest people, w i t h  p a r t i c u l a r  
a t t en t i on  t o  the  needs o f  mothers and young chi ldren,  using paramedical and 3 aux i l  i ary medical personnel, c l  i n i c s  and heal th  posts, comerc ia l  d i s t r i b u t i o n  
systems, and other  modes o f  community outreach. 
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22. Education and Human Resources Development (FAA Sec. 105): I f  
assistance i s  being made ava i l  able f o r  education, publ i c  administrat ion,  o r  
human resource development, describe (a) extent  t o  which a c t i v i t y  strengthens 
nonformal education, makes formal education more re1 evant , especi a1 l y  f o r  
r u r a l  fami l  i e s  and urban poor, and strengthens management capabil  i ty  o f  
i n s t i t u t i o n s  enabl ing the poor t o  pa r t i c i pa te  i n  development; and (b) extent  
t o  which assistance provides advanced education and t r a i n i n g  o f  people o f  
developing countr ies i n  such d i sc i p l i nes  as are required f o r  planning and 
implementation o f  publ i c  and p r i va te  development a c t i v i t i e s .  

23. Energy, P r i va te  Vol untary Organizations, and Selected Development 
A c t i v i t i e s  (FAA Sec. 106): I f  assistance i s  being made ava i lab le  f o r  energy, 
p r i va te  voluntary organizations, and selected development problems, describe 
extent t o  which a c t i v i t y  i s :  

Trans. Memo. No. 
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Ef fec t i ve  Date * 

May 21, 1991 

a. concerned w i t h  data c o l l e c t i o n  and analysis, the t r a i n i n g  o f  
sk i1  1 ed personnel, research on and development o f  su i tab le  energy 
sources, and p i l o t  pro jec ts  t o  t e s t  new methods o f  energy production; 
and f a c i  1 i t a t i v e  o f  research on and development and use o f  small -scale, 
decentral i zed, renewable energy sources f o r  r u r a l  areas, emphasizing 
development o f  energy resources which are environmental ly acceptable and 
requ i re  minimum cap i t a l  investment; 
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b. concerned w i t h  technical  cooperation and development, 
espec ia l l y  w i t h  U.S. p r i va te  and voluntary, o r  regional  and 
in te rna t iona l  devel opment , organizations ; 

c. research in to ,  and eval u a t i  on of,  economic devel opment 
processes and techniques; 

d. reconstruct ion a f t e r  natural  o r  manmade d isas te r  and programs 
o f  d i sas te r  preparedness ; 

e. f o r  special development problems, and t o  enable proper 
u t i  1 i z a t i o n  o f  i n f r as t ruc tu re  and re1 ated p ro jec ts  funded w i t h  ear l  i e r  
U.S. assistance; 3 



f. f o r  urban development, espec ia l l y  small, l a b o r - i n t e n s i v e  
e n t e r p r i  ses, market ing systems f o r  small producers, and f inanc i  a1 o r  
o the r  i n s t i t u t i o n s  t o  he lp  urban poor p a r t i c i p a t e  i n  economic and soc ia l  
development . 
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C. CRITERIA APPLICABLE TO ECONOMIC SUPPORT FUNDS ONLY 

1. Economic and P o l i t i c a l  S t a b i l i t y  (FAA Sec. 531(a)): W i l l  t h i s  
assistance promote economic and pol  i t i c a l  s t a b i l  i t y ?  To t h e  maximum extent  
feas ib le ,  i s  t h i s  ass i  stance cons is tent  w i t h  t h e  po l  i c y  d i r e c t  ions, purposes, 
and programs o f  Par t  I o f  t h e  FAA? 

Trans. Memo. No. 
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2. M i l i t a r y  Purposes (FAA Sec. 531(e)): W i l l  t h i s  assis tance be used 
f o r  m i  1 i t a r y  o r  parami 1 i t a r y  purposes? 

3. Comnodi t y  Grants/Separate Accounts (FAA Sec. 609) : I f  commodities 
are  t o  be granted so t h a t  sa le  proceeds w i l l  accrue t o  the  r e c i p i e n t  country, 
have Special Account (counterpar t )  arrangements been made? (For FY 1991, t h i s  
p r o v i s i o n  i s  superseded by the  separate account requirements o f  FY 1991 
Appropr iat ions Act Sec. 575(a), see Sec. 575(a) (5). ) 

E f f e c t i v e  Date 

May 21, 1991 

4. Generation and Use o f  Local Currencies (FAA Sec. 531(d)) : W i l l  ESF 
funds made a v a i l a b l e  f o r  commodity import  programs o r  o the r  program assistance 
be used t o  generate l o c a l  currencies? I f  so, w i l l  a t  l e a s t  50 percent o f  such 
l o c a l  currencies be a v a i l a b l e  t o  support a c t i v i t i e s  cons is ten t  w i t h  the  
ob jec t i ves  o f  FAA sect ions 103 through 106? (For FY 1991, t h i s  p r o v i s i o n  i s  
superseded by the  separate account requirements o f  FY 1991 Appropr iat ions Act 
Sec. 575(a), see Sec. 575(a)(5).) 

Page No. 

3M(2)-17 

5. Cash Transfer  Requirements (FY 1991 Appropr iat ions Act, T i t l e  11, 
under heading "Economic Support Fund," and Sec. 575(b)). I f  assistance i s  i n  
t h e  form o f  a cash t r a n s f e r :  

a. Separate account: Are a l l  such cash payments t o  be maintained 
by the  country i n  a separate account and no t  t o  be commingled w i t h  any 
o the r  funds? 

b. Local currencies: W i l l  a l l  l o c a l  cur renc ies  t h a t  may be 
generated w i t h  funds provided as a cash t r a n s f e r  t o  such a count ry  a lso  
be deposited i n  a specia l  account, and has AID entered i n t o  an agreement 
w i t h  t h a t  government s e t t i n g  f o r t h  t h e  amount o f  t he  l o c a l  cur renc ies  t o  
be generated, t h e  terms and cond i t ions  under which they are  t o  be used, 
and t h e  r e s p o n s i b i l i t i e s  o f  AID and t h a t  government t o  moni tor  and 
account f o r  deposi ts  and disbursements? 



c. U.S. Government use o f  l oca l  currencies: W i l l  a l l  such l o c a l  
currencies also be used i n  accordance w i t h  FAA Section 609, which 
requ i res  such l oca l  currencies t o  be made ava i lab le  t o  the U.S. 
government as the U.S. determines necessary f o r  the requirements o f  the 
U.S. Government, and which requires the remainder t o  be used f o r  
programs agreed t o  by the U.S. Government t o  car ry  out  the  purposes f o r  
which new funds authorized by the FAA would themselves be avai lable? 
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d. Congressional notice: Has Congress received p r i o r  n o t i f i c a t i o n  
prov id ing i n  d e t a i l  how the  funds w i l l  be used, inc lud ing the U.S. 
i n t e res t s  t ha t  w i l l  be served by the assistance, and, as appropriate, 
t he  economic pol i c y  reforms t h a t  w i l l  be promoted by the cash t r ans fe r  ky) assi  stance? 
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Ef fec t i ve  Date Trans. Memo. No. 

May 21, 1991 . 3:73 



3M(3) - STANDARD ITEM CHECKLIST 

L i s t e d  below are t h e  s t a t u t o r y  items which normal ly  w i l l  be 
covered r o u t i n e l y  i n  those prov is ions  o f  an assistance 
agreement dea l ing  w i t h  i t s  implementation, o r  covered i n  t h e  
agreement by imposing 1 i m i  t s  on c e r t a i n  uses o f  funds. 
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These i tems are  arranged under t h e  general headings o f  (A) 
Procurement, (0 )  Construct ion, and (C) Other Res t r i c t i ons .  

E f f e c t i v e  Date 

Oct. 1, 1989 AID HANDBOOK 3 

A. PROCUREMENT 

Trans. Memo. No. 

3:70 

1. FAA Sec. 602la). Are there  arrangements t o  permi t  
U.S. small business t o  p a r t i c i p a t e  equ i tab l y  i n  t h e  
f u r n i s h i n g  o f  commodities and serv ices financed? 

2. FAASec. 604 la l .  W i l l  a l l  procurement be from t h e  
U.S. except as otherwise determined by t h e  President  o r  
determined under delegat ion from him? 

3. FAA Sec. 604 ld I .  I f  t h e  cooperat ing country 
d i sc r im ina tes  against  marine insurance companies 
author ized t o  do business i n  the  U.S., w i l l  commodities 
be insured i n  the  Uni ted States against  marine r i s k  w i t h  
such a company? 

4. FAA Sec. 604fe l .  I f  non-U.S. procurement o f  
a g r i c u l t u r a l  commodity o r  product thereof  i s  t o  be 
financed, i s  t he re  p rov i s ion  against  such procurement 
when the  domestic p r i c e  o f  such commodity i s  l e s s  than 
p a r i t y ?  (Except i on where commod i t y  f i nanced could no t  
reasonably be procured i n  U.S.) 

5. FAASec. 6 0 4 l ~ L .  W i l l  cons t ruc t ion  o r  engineering 
serv ices be procured from f i r m s  o f  advanced developing 
count r ies  which are  otherwise e l i g i b l e  under Code 941 and 
which have a t ta ined  a compet i t i ve  c a p a b i l i t y  i n  
i n t e r n a t i o n a l  markets i n  one o f  these areas? (Exception 
f o r  those coun t r i es  which rece ive  d i r e c t  economic 
assistance under t h e  FAA and permi t  Un i ted  States f i r m s  
t o  compete f o r  const ruc t ion  o r  engineering serv ices 
f i nanced from ass i  stance programs o f  these coun t r i  es . ) 
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6. FAA Sec. 603. I s  t h e  shipping excluded from 
compl iance w i t h  t h e  requirement i n  sec t i on  901 (b) o f  t he  
Merchant Marine Act o f  1936, as amended, t h a t  a t  l e a s t  
50 percent o f  t he  gross tonnage o f  commodities (computed 
separate ly  f o r  d r y  bu lk  c a r r i e r s ,  d r y  cargo 1 iners ,  and 
tankers) f inanced s h a l l  be t ransported on p r i v a t e l y  owned 
U.S. f l a g  commercial vessels t o  the  ex ten t  such vessels 
are ava i l ab le  a t  f a i r  and reasonable ra tes? 

7. FAA Sec. 621(al.  I f  techn ica l  assistance i s  
f inanced, w i l l  such assistance be furn ished by p r i v a t e  
en te rp r i se  on a con t rac t  basis t o  the  f u l l e s t  ex tent  
p rac t icab le? W i l l  t he  f a c i l  i t i e s  and resources o f  o the r  
Federal agencies be u t i  1  ized, when they are p a r t i c u l a r l y  
su i tab le ,  no t  compet i t i ve  w i t h  p r i v a t e  enterpr ise ,  and 
made ava i l ab le  w i thout  undue in te r fe rence  w i t h  domestic 
programs? 

8. I n t e r n a t i o n a l  A i r  T r a n s ~ o r t a t i o n  F a i r  C o m ~ e t i t i v e  
Prac t ices  Act, 1974. I f  a i r  t ranspor ta t i on  o f  persons o r  
p roper ty  i s  f inanced on g ran t  basis, w i l l  U.S. c a r r i e r s  
be used t o  the  ex ten t  such serv ice  i s  ava i lab le? 

9. FY 1990 A ~ ~ r o ~ r i a t i o n s  Act Sec. 504. I f  t h e  U.S. 
Government i s  a p a r t y  t o  a cont rac t  f o r  procurement, does 
the  con t rac t  conta in  a p rov i s ion  au tho r i z ing  te rminat ion  
o f  such con t rac t  f o r  t he  convenience o f  t he  United States? 

10. FY 1990 A ~ ~ r o ~ r i a t i o n s  Act Sec. 524. I f  assistance 
i s f o r  consul t i  ng serv ice  through procurement con t rac t  
pursuant t o  5 U.S.C. 3109, are con t rac t  expenditures a 
mat ter  o f  p u b l i c  record and ava i l ab le  f o r  p u b l i c  
inspect ion  (unless otherwise provided by 1 aw o r  Executive 
order)? 

11. Trade Act Sec. 5164 (as i n t e r p r e t e d  by conference 
repor t ) ,  amendinq Met r i c  Conversion Act  o f  1975 Sec. 2 
(and as implemented through AID po l  i c y ) .  Does t h e  
assistance program use t h e  me t r i c  system o f  measurement 
i n  i t s  procurements, grants, and o the r  business-re lated 
a c t i v i t i e s ,  except t o  t h e  ex tent  t h a t  such use i s  
imprac t ica l  o r  i s  l i k e l y  t o  cause s i g n i f i c a n t  
i n e f f i c i e n c i e s  o r  l o s s  o f  markets t o  Uni ted States 
f i rms? Are bu lk  purchases usua l l y  t o  be made i n  me t r i c ,  
and are components, subassemblies, and semi- fabr icated 
mate r ia l s  t o  be spec i f i ed  i n  me t r i c  u n i t s  when 
economically avai 1 able and t e c h n i c a l l y  adequate? W i  11 
AID s p e c i f i c a t i o n s  use met r i c  u n i t s  o f  measure from t h e  
e a r l i e s t  programmatic stages, and from t h e  e a r l  i e s t  



documentation o f  t h e  assistance processes ( f o r  example, 
p r o j e c t  papers) i n v o l v i n g  q u a n t i f i a b l e  measurements 
( length,  area, volume, capacity,  mass and weight),  
through t h e  implementation stage? 

12. FAA Secs. 612(b), 636(h); FY 1990 A ~ ~ r o ~ r i a t i o n s  Act 
Secs. 507. 509. Describe steps taken t o  assure t h a t ,  t o  
the  maximum ex ten t  possible, f o r e i g n  currencies owned by 
the  U.S. are u t i l i z e d  i n  l i e u  o f  d o l l a r s  t o  meet t h e  cos t  
o f  cont rac tua l  and o ther  services. 
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13. FAA Sec. 612(dL. Does t h e  U.S. own excess f o r e i g n  
currency o f  t h e  country and, i f  so, what arrangements 
have been made f o r  i t s  release? 

Ef fec t ive  Date 
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14. FAA Sec. 601(eL. W i l l  t h e  assistance u t i l i z e  
compet i t i ve  se lec t i on  procedures f o r  t h e  awarding o f  
contracts,  except where appl i c a b l  e  procurement r u l e s  
a1 1  ow o t  herwi se? 

Trans. Memo. No. 

3:70 

0 .  CONSTRUCTION 

1. FAA Sec. 601(dl.  I f  c a p i t a l  ( e . ~ . ,  cons t ruc t i on )  
p ro jec t ,  w i l l  U. S. engineer ing and pro fess iona l  serv ices  
be used? 

2. FAA Sec. 611(c). I f  con t rac ts  f o r  cons t ruc t i on  are 
t o  be financed, w i l l  they be l e t  on a  compet i t i ve  bas is  
t o  maximum ex ten t  p rac t i cab le?  

3. FAA Sec. 620(k l .  I f  f o r  cons t ruc t i on  o f  p roduct ive  
enterpr ise ,  w i l l  aggregate value o f  assis tance t o  be 
furn ished by t h e  U.S. no t  exceed $100 m i l l  i o n  (except f o r  
p roduct ive  en te rp r i ses  i n  Egypt t h a t  were descr ibed i n  
t h e  CP), o r  does assistance have t h e  express approval o f  
Congress? 

C. OTHER RESTRICTIONS 

1. FAA Sec. 122 (u. I f  development 1 oan repayable i n  
do1 l a r s ,  i s  i n t e r e s t  r a t e  a t  l e a s t  2 percent  per  annum 
dur ing  a  grace per iod  which i s  n o t  t o  exceed t e n  years, 
and a t  l e a s t  3  percent per  annum thereaf te r?  

2. FAA Sec. 301 ld l .  I f  fund i s  es tab l ished s o l e l y  by 
U.S. c o n t r i b u t i o n s  and administered by an i n t e r n a t i o n a l  
organizat ion,  does Comptroll e r  General have audi t r i g h t s ?  



3. -1. Do arrangements e x i s t  t o  insure  
t h a t  Uni ted States f o r e i g n  a i d  i s  no t  used i n  a manner 
which, cont rary  t o  the  best i n t e r e s t s  o f  the  Uni ted 
States, promotes o r  ass i s t s  the  f o r e i g n  a i d  p r o j e c t s  o r  
a c t i v i t i e s  of t he  Communist-bloc count r ies? 
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4. W i  11 arrangements preclude use o f  f inancing:  

E f f e c t i v e  Date Trans. Memo. No. 

Oct. 1, 1989 3:70 AID HANDBOOK 3 ' 

a. FAA Sec. 104(f); FY 1990 A ~ ~ r o ~ r i a t i o n s  Act 
under h e a d i n o .  (1) 
To pay f o r  performance o f  abor t ions  as a method of f a m i l y  
p lanning o r  t o  mot iva te  o r  coerce persons t o  p r a c t i c e  
abort ions;  (2)  t o  pay f o r  performance o f  i nvo lun ta ry  
s t e r i l i z a t i o n  as method o f  f a m i l y  planning, o r  t o  coerce 
o r  provide f i nanc ia l  i ncen t i ve  t o  any person t o  undergo 
s t e r i l i z a t i o n ;  (3) t o  pay f o r  any biomedical research 
which re la tes ,  i n  whole o r  pa r t ,  t o  methods o r  the  
performance of abor t ions  o r  i nvo lun ta ry  s t e r i l i z a t i o n s  as 
a means o f  family planning; o r  (4) t o  lobby fo r  abor t ion? 

b. FAA Sec. 483. To make reimbursements, i n  the  
form o f  cash payments, t o  persons whose ill i c i t  drug 
crops are eradicated? 

c.  FAA Sec. 487. To o r  through i n d i v i d u a l s  o r  
e n t i t i e s  which we know o r  have reason t o  be l i eve  have 
e i t h e r :  ( I )  been convicted o f  a v i o l a t i o n  o f  any law o r  
r e g u l a t i o n  o f  t he  Uni ted States o r  a f o r e i g n  country 
re1  a t  i ng t o  na rco t i cs  ( o r  o the r  con t ro l  1 ed substances) ; 
o r  ( 2 )  been an i l l i c i t  t r a f f i c k e r  i n ,  o r  otherwise 
invo lved i n  t h e  i l l i c i t  t r a f f i c k i n g  o f ,  any such 
c o n t r o l l e d  substance? (Sect ion 487 requ i res  the  t a k i n g  
o f  "reasonable steps t o  ensure t h a t  assistance" (under 
the  FAA and t h e  Arms Export Contro l  Act) i s  no t  provided 
i n  the  foregoing cases.) 

d. FAA Sec. 6 2 0 ( a .  To compensate owners f o r  
expropr iated o r  na t i ona l  i zed property,  except t o  
compensate fo re ign  na t iona ls  i n  accordance w i t h  a land 
reform program c e r t i f i e d  by the  President? 

I 

e. FAA Sec. 660. To provide t r a i n i n g ,  advice, o r  . 
any f i n a n c i a l  support f o r  pol  i ce ,  pr isons, o r  o the r  law 
enforcement forces, except f o r  na rco t i cs  programs? 

f. FAA Sec. 662. For CIA a c t i v i t i e s ?  

g. FAA Sec. 6 3 6 l i  1. For purchase, sale, long- term 
lease, exchange o r  guaranty of t he  sa le  o f  motor veh ic les  
manufactured outs ide  U.S., unless a waiver i s  obtained? 



h. FY 1990 A ~ ~ r o ~ r i a t i o n s  Act Sec. 503. To pay 
pensions, annui t ies,  re t i rement  pay, o r  adjusted serv ice  
compensation f o r  p r i o r  o r  cu r ren t  m i l i t a r y  personnel? 

i . FY 1990 A D D ~ O D ~ ~  a t  ions Act Sec. 505. To pay 
U. N. assessments, arrearages o r  dues? 

AID HANDBOOK 3  

j. FY 1990 A ~ ~ r o ~ r i a t i o n s  Act Sec. 506. To c a r r y  
out  p rov is ions  o f  FAA sect ion  209(d) ( t r a n s f e r  o f  FAA 
funds t o  mu1 t i  1 a t e r a l  organizat ions f o r  lending)? 

E f f e c t i v e  Date 

Oct. 1, 1989 

Trans. Memo. No. 
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k. FY 1990 A ~ ~ r o ~ r i a t i o n s  Act Sec. 510. To 
f inance the  export  o f  nuclear  equipment, f ue l ,  o r  
techno1 ogy? 
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1. FY 1990 A ~ ~ r o ~ r i a t i o n s  Act Sec. 511. For t h e  
purpose o f  a id ing  the  e f f o r t s  o f  t h e  government o f  such 
country t o  repress the  l e g i t i m a t e  r i g h t s  o f  t h e  
popu la t ion  o f  such country cont rary  t o  t h e  Universal  
Dec lara t ion  o f  Human Rights? 

m. FY 1990 A ~ ~ r o ~ r i a t i o n s  Act Sec. 516; S ta te  
Au tho r i za t i on  Sec. 109. To be used f o r  p u b l i c i t y  o r  
propaganda purposes designed t o  support o r  de feat  
1  egi  s l  a t i o n  pending before Congress, t o  in f luence i n  any 
way t h e  outcome o f  a  p o l i t i c a l  e l e c t i o n  i n  the  Uni ted 
States, o r  f o r  any p u b l i c i t y  o r  propaganda purposes no t  
author ized by Congress? 

5. FY 1990 A ~ ~ r o ~ r i a t i o n s  Act Sec. 574. W i l l  any AID 
con t rac t  and so l  i c i  t a t i o n ,  and subcontract entered i n t o  
under such cont rac t ,  inc lude a  clause r e q u i r i n g  t h a t  U.S. 
marine insurance companies have a  f a i r  oppor tun i t y  t o  b i d  
f o r  marine insurance when such insurance i s  necessary o r  
appropri  ate? 

6. FY 1990 A D D r ~ D r i a t i ~ n ~  Act Sec. 582. W i l l  any 
assistance be provided t o  any fo re ign  government 
( i n c l  uding any inst rumental  i ty  o r  agency thereof ) ,  
f o re ign  person, o r  Uni ted States person i n  exchange f o r  
t h a t  f o r e i g n  government o r  person undertak ing any a c t i o n  
which i s ,  i f  c a r r i e d  out  by t h e  Uni ted States Government, 
a  Uni ted States o f f i c i a l  o r  employee, expressly 
p r o h i b i t e d  by a  p rov i s ion  o f  Uni ted States law? 
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INSTRUCTIONS FOR PREPARATION OF PROJECT 
PERFORMANCE TRACKING NETWORK CHART* 

A. Introduction 

TRANS. MEMO NO. 

3:43 

1. The Project Performance Tracking Network (PPT) is 
a tool for monitoring the actual versus planned 
performance of AID financed projects. The basic approach 
involves: (a) preparation of a network chart at the 
project design stage which relates performance indicators 
to each-other and to time, (b) updating the network 
periodically, and (c) utilization of the chart as a basis 
for project monitoring and reporting. The objectives of 
the PPT network are to contribute to and improve the 
project design process; provide a monitoring tool for the 
project manager; facilitate Mission (or Office for AID/W 
projects) project reporting; and provide project histories 
for use by project designers. The PPT may be used for 
both loan and grant project assistance activities in the 
field and for many AID/W-administered projects. 

2. The PPT network or a similar planning/scheduling 
tool should be included in the PP to improve 
decision-making and review. ~h'e PPT relates to the 
Logframe and serves to identify implementation problems. 
Being solution oriented, it helps to show dimensions of 
the problems. A set of interrelated performance 
indicators (PI'S) agreed upon by the Mission and host 
country lays the basis for the identification of delays 
and secondary problems arising from failure to meet a PI. 
The network can therefore be used for analyzing 
alternative solutions. 

EFFECTIVE DATE 

September 30, 1982 

3. The project monitoring/reporting system, as agreed 
to with the B/G, should use the PPT network and progress 
indicators as a basis for measurement and decision making. 
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* Use of the PPT network is optional; use of it or a 
comparable planning/scheduling tool is, however, 
recommended to improve decision making and implementation 
management. 



B. Summary 

1. The Project Performance Network may be begun when 
an idea is little more than a "problem and a proposed 
solution" or when the project is well advanced. In the 
first case it is assumed that the project manager is 
operating at roughly the Project Implementation Document 
(PID) stage of project design and from there will develop 
the various elements; i.e., project structure, Logframe, 
PPT Network, implementation plan, financial plan, and 
evaluation plan, in a coordinated effort using each to 
reflect on and improve the others. It is possible that 
relatively little research has been done and that the 
search for information will be part of the design effort, 
or that similar projects in the past have created a solid 
information base of project structure and "lessons 
learned." All pertinent information should be utilized in 
project design, exploring alternatives to and within the 
project and weighing resource costs. This first case, 
then, calls for an open, exploratory approach in which 
there is continuous "feedback" as the design develops. 
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2. In the second case, where the project design is 
well advanced, the external alternatives should have 
already been explored and the emphasis will he more on 
internal project structure and establishing the natural 
"flow and balance" of the project. The same need for 
"feedback," however, continues and the project should 
develop as a dynamic design as it evolves in more specific 
detail through Project Paper stage. 

EFFECTIVE DATE TRANS. MEMO NO. 
September 30, 1982 3 :43 

3. The following guidance outlines the general 
sequence for preparing a network chart. The chart should 
be a joint product of AID and Borrower/Grantee project 
personnel. The most important elements of the network are 
that it is an accurate representation of the project, and 
that it is used by AID and B/G personnel to manage the 
project. The following techniques should be used as a 
guide, but adapted freely to produce the most useful 
result. The basic steps are: 

- - Select the most practicable indicators of 

performance for the project. 

-- Estimate the date by which each event should take 

place if the project is to be completed as 
scheduled. 



-- Show how events relate to each other on a chart 

in a kind of "road map" for tracking performance. 

-- Periodically review and discuss this planned 

sequence and schedule as the project proceeds, 
recording changes and redesigning remaining 
portions to correspond to management plans and 
decisions. 
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- - Use the network for management, monitoring and 

evaluating purposes as appropriate. 

. 
EFFECTIVE DATE 

September 30, 1982 AID HANDBOOK 3,  App 3N 

C. Pre~aration of Network 

TRANS. MEMO NO. 
3 :43 

1. Select the most critical indicators of ~erformance 
for the ~roiect . 

a. The first action is to identify the basic 
elements of the project. If a Logframe or a Program 
Evaluation Review Technique/Critical Path Method 
(PERT/CPM) chart has been prepared, this step may have 
been done. If a Logframe or PERT/CPM chart has not been 
prepared, the network can be developed along with either 
or both of them. One way to begin is to write down, 
briefly and at random, every idea that comes to mind about 
the project without structuring them or judging their 
worth. Just use the ideas as a way to explore the project 
and to expose all possible thoughts about it, getting new 
ideas and building on them for other new and different 
ones. This is part of the "brainstorming" look at the 
project and should be a freewheeling, open kind of 
action. It can be done among a few or with all 
participants for maximum exploration and opening up new 
ideas. The second part of this exploration is to evaluate 
and structure the ideas, eliminating, combining and 
placing them in logical groups or relationships. This 
should give a total kind of view of the project for 
beginning the network, Logframe, or PERT/CPM. 

b. The second action is to survey and select 
those events of circumstances which will most 
realistically show the progress of the project. Here the 
Logframe and the network tie closely together, with the 
Logframe focusing on the Goal, Purpose, Outputs and 



Inputs ,  and t h e  network searching  o u t  t h e  b e s t  measures of 
performance whatever they  may be. ( I t  i s  not  necessary t o  
complete a  PERT/CPM c h a r t ,  bu t ,  i f  t h a t  i s  a l s o  being 
done, it w i l l  be emphasizing t h e  even t s  which should occur 
and t h e  time necessary t o  accomplish each i n  tu rn .  
(Reference may be made t o  A . I . D .  t r a i n i n g  m a t e r i a l s ,  
inc luding  t h e  manual e n t i t l e d  PERT/CPM/MB P r o j e c t  
Management Systems f o r  Economic Development p u t  out  by A I D  
i n  January 1975.) Performance i n d i c a t o r s  could be 
descr ibed  a s  " s t r a t e g i c  c o n t r o l  poin ts"  where performance 
can be measured. They should be "p ro jec t - spec i f i c , "  t h a t  
is,  s e l e c t e d  a s  important f o r  t h e  s i t u a t i o n  of t h e  
p r o j e c t ,  and no t  be "standardized." Early i n  t h e  p r o j e c t  
they  may be c r i t i c a l  i n p u t s  and, a s  t h e  p r o j e c t  moves 
along, they may be in termedia te  outputs ;  o r  f i n a l  outputs ;  
f u r t h e r  along t h e  l i n e ,  t h e y  may r e l a t e  t o  end-of-project 
condit ions.  Another p l ace  t o  look f o r  poss ib l e  
performance ind ica to r s  is i n  t h e  "Assumptions" s e c t i o n  of 
t h e  Logframe. While assumptions may be ou t s ide  of t h e  
c o n t r o l  of t h e  p r o j e c t  manager, they  may s t i l l  be c r i t i c a l  
t o  success of t h e  p r o j e c t  and s o  i n d i c a t e  a  necessary 
p l a c e  t o  check on t o t a l  performance. Some i n d i c a t o r s  may 
be completely ou t s ide  of t h e  p r o j e c t  b u t  may be important 
t o  monitor;  e.g., r e l a t e d  events  i n  o ther  p r o j e c t s ,  hos t  
country or  o the r  donor a c t i o n s ,  s i g n i f i c a n t  p o l i t i c a l ,  
f i n a n c i a l  o r  personnel happenings. I n  genera l ,  anything 
which a f f e c t s  and descr ibes  the  p r o b a b i l i t y  of success of 
t h e  p r o j e c t  should be considered. 

c. There is  one o the r  category of events  which 
should be included; they  r e l a t e  t o  A I D  o r  h o s t  country 
i n t e r n a l  systems and needs. Most obvious a r e  t h e  
eva lua t ions  performed under t h e  Program Evaluat ion 
System. Evaluations should be scheduled a s  important  
events  and timed t o  t h e  s p e c i f i c  needs of t h e  p r o j e c t .  
Other i n d i c a t o r s  t o  be considered he re  may be s p e c i a l  hos t  
country requirements; e.g., passage of new l e g i s l a t i o n ;  
s p e c i a l  bureau o r  agency a c t i o n s ,  e.g., a l l o c a t i o n  of 
incremental funding, e t c .  
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d. Having i d e n t i f i e d  important events ,  s e l e c t  
those  P I ' S  which g ive  t h e  b e s t  p i c t u r e  of performance f o r  
t h e  whole p r o j e c t .  For complex p r o j e c t s ,  it may requ i re  a  
r e l a t i v e l y  l a r g e  number of PI 'S .  (Experience i n d i c a t e s  
t h a t  even complex p r o j e c t s  can be expressed i n  25 o r  30 
P I 'S . )  A simple p r o j e c t  may r equ i re  only 6 or  7. 
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2. Est imate  t h e  d a t e  by which each PI becomes 
c r i t i c a l  t o  t h e  succes s fu l  completion of t h e  p r o j e c t .  

I t  i s  e s s e n t i a l  h e r e  t o  n o t e  t h a t  t h e  " c r i t i c a l  
da t e "  i s  n o t  t h e  "expected da te"  a s  i n  a PERT/CPM c h a r t ,  

EFFECTIVE DATE 
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b u t  i s  t h e  d a t e  when f a i l u r e  t o  ach ieve  would i n d i c a t e  
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t h a t  t h e  planned p r o j e c t  purposes  and goa l s  a r e  th rea tened  
and t h a t  a t t e n t i o n  t o  t h e  problem by h ighe r  management i s  
needed. I t  should be t h e  l a t e s t  d a t e  a t  which p r o j e c t  
management can accomplish t h e  event .  To i l l u s t r a t e ,  a 
p r o j e c t  manager might "expect  t o  g e t "  i n  normal even t s  a 
m i n i s t e r ' s  s i g n a t u r e  by January 30, bu t ,  i n  t h e  extreme, 
on ly  "have t o  ge t"  it by June 30 t o  p reven t  s e r i o u s  
d i s r u p t i o n  of t h e  o v e r a l l  p r o j e c t .  ( A  PERT/CPM c h a r t  w i l l  
s t i l l  u se  t h e  January 30 d a t e  f o r  normal o p e r a t i o n a l  
schedul ing . )  A t e n t a t i v e  c r i t i c a l  d a t e  should be ass igned  
t o  each PI .  

3. Show how they  r e l a t e  t o  each o t h e r  on a rough 
c h a r t  i n  a kind of "road  ma^" f o r  t r a c k i n a  ~ e r f o r m a n c e .  

a .  A t  t h i s  p o i n t ,  a l l  of t h e  prev ious  work 
should be brought t oge the r  i n  a s i n g l e  v i s u a l  c h a r t .  Th i s  
does n o t  need t o  be p r o f e s s i o n a l  i n  appearance. One 
s imple way is  t o  t a k e  a l a r g e  s h e e t  of paper ,  such a s  
f i n a n c i a l  columnar paper o r  wrapping paper ,  and mark o f f  
spaces  f o r  t h e  y e a r s  of  t h e  p r o j e c t  from l e f t  t o  r i g h t ,  
wi th  s e v e r a l  i nches  f o r  each year .  To make it easy t o  
fo l low,  t h e  network d r a f t e r  might number i n  t h e  months. 
I f  each PI is w r i t t e n  on a smal l  p i e c e  of paper ,  p o s s i b l y  
a 3" x 5" ca rd ,  it can then  be p laced  near  i t s  c r i t i c a l  
d a t e ,  keeping r e l a t e d  P I 'S  roughly i n  l i n e  a c r o s s  t h e  
c h a r t .  I t  may be adv i sab l e  t o  p u t  t h e  major e lements  of 
t h e  p r o j e c t  near  t h e  c e n t e r  of t h e  s h e e t  and t h e  minor 
ones above and below, b u t  t h e  l o c a t i o n  is no t  p a r t i c u l a r l y  
important  a t  t h i s  p o i n t .  Interdependence of even t s  should 
t h e n  be i n d i c a t e d  a s  i n  a CPM type  of c h a r t .  This  i s  a 
rough p i c t u r e  of how t h e  p r o j e c t  "hangs t oge the r "  and it 
should h e l p  p a r t i c i p a n t s  v i s u a l i z e  t h e  chronologica l  
arrangement of p rog re s s  i n d i c a t o r s .  Once t h e  p a t t e r n  is 
e s t a b l i s h e d ,  it may b e  h e l p f u l  t o  copy t h e  c h a r t  o n t o  
f r e s h  paper with some changes i n  l o c a t i o n  t o  minimize 
dependency l i n e s  c r o s s i n g  each o t h e r ,  e t c .  Again, 
however, remember t h i s  i s  j u s t  a working c h a r t .  



b. The flow of financial resources may now be 
estimated. This should be expressed as planned level(s) 
of expenditures for sub activities at certain key dates. 
Estimates of the level(s) of sub activity expenditures may 
be made at fixed dates; e.g., quarterly or semi-annually 
or when a PI is to be accomplished. Expenditure levels 
should not be considered as PI'S. They are seldom 
"direct" measures of performance in themselves but, when 
viewed in conjunction with PI'S, will give a more complete 
picture of progress, particularly if some sub activities 
are out of line with budget estimates. 

Once the chart is drafted, the PI'S can be numbered, 
beginning with "one" at the start and sequencing by date. 
When more than one CPI occurs on the same date, look for a 
logical sequence or merely go from top to bottom in 
sequence. Once numbered, a brief description of each PI 
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can be made, so that others reviewing the chart can 
understand the nature and signfificance of the PI. 
Include any discussion of target figures and acceptable 
levels of accomplishment, methods of verification, etc., 
but the description should be kept as brief as possible, 
hopefully, so that the entire description "subchart" can 
be presented on one page. 

TRANS. MEMO NO. 
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The completed chart should generate positive answers to 
the following questions: 

EFFECTIVE DATE 
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Would a reasonable, casually knowledgeable 
outsider understand this project? 
Do the chart and indicators express a good 
design for accomplishing the purpose of the 
project? Do the indicators express the sense 
of the project? Does the chart "stand by 
itself" as a complete picture? Does it make 
sense? 

D. Sample Forms and Illustrative Examples 

Attached are two illustrative examples and copies of 
blank forms for use by drafters. Use of these forms 
is optional. 
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CPI DECRI PTION 

1. 11/15/77 ProAg & PIO/T signed 

2. 1/30/78 Personnel services contract signed 

3. 2/28/78 Advisor on-site - occupying office in 
minis try building 

4. 7/34/70 Byatem deal@ cmpleted - preliminary 
approval ot minister received 

'5. 9/30/78 6 ~ o c e m  test cmpleted 

6. 7/30/79 System installed - at leut 3 dcpartmentr 
using aystam - rchedule mitten for a11 
departments to begin w e  ot system 
by 7/1/78 

7. 8;/15/79 ha-of-Project Report eubmitted 

8. 8/30/79 Evaluation c4mpletad 

- - 

Appnvd: 
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/ Revhion # 

Pho j e c t  No; 
686-012 

Pho ject TL€le; 
New System for Ministry X 

Dace' 
5/3 /71 
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JIBERIA 
Pm jeclt No. P50 ject  T i t l e  : 

669-021 

CPI m H h w  
1. 4/15/77 Contract slgned for constructlon o f  

warehouse rnd Paynesvllle Exchange Bldg, 
2. 5/15/79 Reorganlzatlon of  Accountlng and Comer- 

c l r l  de artments completed ! 3. 7/3Q/71 F i rs t  cyc e o f  In-country tralnlng 
cornpl eted 

1. 7/30/74 Invltatlon-for-Blds issued on 3 systems 
5. 8/15/79 Yarehouse and Exchange bulldlngs started 
4.' lYaOf33 Standard Operrtlng Procedures f o r  ~ l n -  

tenmce and smre parts operrtlons I n  
use 

7. 1/30/74 Progrumln and rux l l l a ry  procedures for 1 c#puter zed b l l l l n g  corpleted 
8. 2/15/7.4 Contrrcts signed for t h w  systeols 
9. Evalur t lon carpleted 

10. 1/30/78 Design m d  speclflcrtlons fo r  Greater 
Monrovl a sys tea approved 

11. 6115171 Oas'ign o f  the Coast Systearpproved 
12. 6/30/7a Coaputerlzed b l l l  lng operrtlng success- 

ful l y  
13. 7/15/7 4 Internatlonrl c l rcu l  t. system deslgn 

rpproved 
11. 7/31/71 blarehouse 6 Exchange bulldlngs ready for  

occuprncy 
15. 10/15/74 F l r s t  shlprnant o f  equlpnent for  Greater 

Monrovlr system 
16. 10/30/7'8 Evrlurtlon co~lpleted 
17. 11/15/78 Second cycle of  In-country t r r l n lng  

complete ~ t r a l n e e s  now on Job 
18. 1/15/79 I ns t r l l r t l on  o f  Greater Monrovla equlp- 

ment beglns 
19. 1/15/79 Coastal System lnstal lat lon beglns 
20. 2/28/79 A l l  equlpment for  the Internatlonal C l r -  

cu l t  manufactured and tested a t  plant 
2 

411177 Te~ecommnnlcatlons Loan 

21. 7/30/79 A l l  equf@nent for Greater Honrovia system 
arrlved 

22. 9/30/79 A11 equlpment for International Circui t  
Installed 

23. 9/30/79 A l l  equipment for Coastal System 
Instal led 

24. 1/30/80 A t  least - tralnees now on jobs I n  the 
sys tm 

25. 2/15/80 Greater hnrov la  Instal 1 a t  Ion of equlp- 
ment coclplete 

26. 3/31/80 A l l  systeas tested and cer t l f l ed  
27. 5/15/80 Evaluation completed 

/ / R e v i ~ i o n Y  - 
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PPT FORM 
(May he Expanded as Appropriate) 
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I, 
A P P E N D I X  3-0 

A N A L Y S I S  O F  ENERGY U S E  AND P R O D U C T I O N  I N  P R O J E C T S  

AID HANDBOOK 3 

AID'S procedures for examining the appropriateness, efficiency 
and cost implications of energy use and/or production in 
projects call for a sequential assessment of the energy 
elements of the project. In some projects it is only necessary 
to carry out the first step in this sequence. When the first 
step in the sequence demonstrates that only human energy will 
be consumed in the project, the remaining steps need not be 
undertaken. In projects that use physical energy resources 
and/or processes for converting energy into secondary forms, 
such as electricity, AID expects that additional analyses of 
the appropriateness, efficiency and cost implications of those 
uses and processes will be undertaken as part of a project 
design effort. 

The sequence in which a project energy analysis is to be 
undertaken is as follows: 

TRANS. MEMO NO. 
3:43 

--Review/analysis of the energy resources and/or 
processes to be used by the project; 

--Analysis of the efficiency, appropriateness and cost 
implications of specific technologies employed by 
the project (i.e., equipment and processes) to 
utilize energy resources andbr create secondary 
forms of energy; 

EFFECTIVE DATE 
September 30, 1982 

--Analysis of the overall appropriateness, efficiency 
and cost implications of energy use and/or 
production in the project (subsuming all 
technologies considered in the prior analysis and 
supplementing these analyses with considerations of 
energy use that do not involve specific 
technologies) . 

PAGE NO. 
3 0 -1  

1. Review/Analysis of the Energy Resources/Process 
Used by a Project 

The first step in an analysis of energy use and production 
implied by a project design is the developmet of a list of the 
types of energy used or produced by a project. The list 



developed a t  t h i s  s t a g e  of t h e  a n a l y s i s  i s  intended t o  
d i s t i n g u i s h  those  p r o j e c t s  which use only human energy from 
o t h e r s  which involve t h e  use of physical  energy resources  
and/or i t s  transformation i n t o  secondary forms of energy. In 
add i t ion ,  where p r o j e c t s  do use phys ica l  energy resources o r  
processes  t h a t  produce secondary forms of energy, t h e  f i r s t  
s t e p  of t h e  energy a n a l y s i s  i s  designed t o  i d e n t i f y  t h e  
s p e c i f i c  energy resources  and processes  t h e  p r o j e c t  requi res .  
I t  a l s o  i d e n t i f i e s  p o i n t s  where p r o j e c t  des igners  have op t ions  
concerning e i t h e r  t h e  energy resources  t h a t  a r e  employed o r  t h e  
processes  used t o  convert  an energy resource i n t o  a secondary 
form of energy. 

While t h e r e  a r e  a number of approaches t h a t  could be used t o  
develop a l ist  of energy resources  and processes  used i n  a 
p r o j e c t ,  A I D  expects  t h a t  a very simple methodology w i l l  
s u f f i c e  i n  most cases ,  a t  l e a s t  f o r  purposes of making a 
pre l iminary  d i s t i n c t i o n  between p r o j e c t s  t h a t  do o r  do not  use 
phys ica l  energy resources  and processes f o r  convert ing them t o  
secondary forms of energy. One i l l u s t r a t i v e  approach f o r  
making a prel iminary l i s t i n g  of t h e  energy resources  consumed 
and/or produced by a p r o j e c t  is  t o  c r e a t e  a diagram of t h e  
p r o j e c t  which can then be used t o  i d e n t i f y  t h e  p o i n t s  i n  t h e  
p r o j e c t  where energy i s  consumed/produced. 
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P r o j e c t  Inputs*  P ro jec t  Outputs --r Pro jec t  Purpose -t Pro jec t  Goal 
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I n  t h i s  bas i c  diagram, t h e  main elements of which can be taken 
from a p r o j e c t ' s  Logical Framework, each s e t  of words and each 
arrow rep resen t s  a p o i n t  i n  t h e  p r o j e c t  where energy may be 
used, converted and/or produced. Using t h e  s p e c i f i c  d e t a i l s  of 
t h e  p r o j e c t  t h a t  i s  being designed, a l i s t  can be c rea t ed  which 

EFFECTIVE DATE 

3 0-2  

w i l l  i n  general  conta in  energy resources  under l i s t  i tems t h a t  
r e f l e c t  t h e  words of t h e  diagram and energy processes  w i l l  
appear under l i s t  i tems t h a t  r e f l e c t  t h e  arrows of t h e  
diagram. The d i s t i n c t i o n  between t h e  words of t h e  diagram and 
t h e  arrows is  cons i s t en t  with t h e  way i n  which most p r o j e c t  
Logical  Frameworks d i s c u s s  resources  and r e s u l t s  and 

September 30, 1982 

hypothesize o r  assume processes.  

3 

I n  genera l ,  it is expected t h a t  t h e  i d e n t i f i c a t i o n  of energy 
resource use and energy c r e a t i n g  processes w i l l  tend t o  focus 
on p r o j e c t  i npu t s  and ou tpu t s  and on t h e  arrow t h a t  connects 
them. A major exception t o  t h i s  general  expecta t ion  involves 



projects where one of the specific elements of the project, 
e.g., an output, focuses on the creation and/or distribution of 
a secondary form of energy, such as a community irrigation 
system or an approach for electrifying community enterprises 
and houses. In these cases, AID expects that the listing of 
energy resource use and processes will also involve the 
identification of key elements at the project purpose level 
and/or in terms of the arrow that connects outputs to the 
project purpose. In making lists of this type, project design 
teams should also examine the assumption column of the 
project's Logical Framework and include in the overall listing 
of energy uses and processes those energy consuming/producing 
aspects of the project which must occur if the project is to 
succeed. Those which do not fall directly within the scope and 
management influence of the project should be further 
highlighted. 
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In cases where the development of this step one list of project 
energy resource use and processes indicates that no significant 
physical energy resources or conversion processes are involved, 
further steps in the analysis are not required.* The project 
paper should simply note that there are no major energy 
consumption/production elements to the project within its 
environmental impact statement section. When the first step 
indicates that energy resources and processes are involved, the 
remaining steps of the analysis are required. If appropriate, 
it may be included in an appendix to the project paper. The 
results thereof should, in any event, be noted in the 
appropriate section of the PP text. 

2. Analysis of the Efficiency, Cost Implications and 
Appropriateness of Energy Technologies Employed by Projects as 
a Means of Using or Reducing Energy 
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Some AID-funded projects involve specific technologies for 
using and/or producing energy, i.e., for transforming energy 
from some source into a more useable form such as electricity. 

* For purposes of distinguishing between projects that use 
only human energy from those which involve the use, conversion 
or production of physical energy, the energy used to transport 
AID and project staff to and from a developing country is not 
to be considered as a major use of physical energy resources 
(even though it is technically a use of such resources). 
Projects which use physical energy only to transport U.S. and 
B/G project staff need not undertake additional steps in the 
process for analyzing a project's energy uses and processes. 

EFFECTIVE D A T E  

September 30, 1982 
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For projects that involve such technologies, a full assessment 
of the energy implications of the project should be carried out 
in two stages: (a) an analysis of the specific technologies 
involved in the project and (b) an overall energy analysis of 
the project (which subsumes the findings of part (a) of this 
analytic effort). In projects where no technology is directly 
involved in the project, only part (b) should be undertaken. 
Part (b), a general energy analysis of a project, is described 
under paragraph 3 below. 

Projects that directly use technologies to create light or 
heat, to lift water, to power machines, to move things from one 
place to another are all considered to be projects for which an 
analysis of the project's specific energy related technologies 
should be carried out. Thus, for example, the analysis 
described in this section would be carried out for a rural 
electrification project or for an agricultural project in which 
some technology was to be used to lift water to irrigate 
crops. The assessment would also be carried out for health 
projects that involve the use of technologies to refrigerate 
medicines in areas where grid electricity is not readily 
available. While the list above is not comprehensive, it 
illustrates the range of situations in which AID expects that 
project design teams will analyze project energy technologies 
as a preliminary step in an overall assessment of the energy 
implications of a project. 
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When projects will involve specific energy related 
technologies, it is AID'S intention that options be considered 
in the course of a project design effort. Where alternative 
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energy technologies are being considered, the steps described 
in this section provide a procedure project design teams are 
expected to apply as a means for determining which of two or 
three ways of producing andlor consuming energy within a 
project is most appropriate. The level of effort devoted to 
this analysis is expected to vary depending on the amount of 
information already available concerning alternatives, the 
proportion of project resources to be devoted to this aspect of 
the project and the degree to which the project itself is 
expected to provide information on experimental approaches for 
providing energy to meet the needs of the developing countries. 
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Appropriateness, for purposes of this analysis, is considered 
to be a function of the efficiency of the technologies which a 
project might employ and their cost implications (in dollar and 
scarce resource terms). When alternatives exist, AID project 



desiyneqs should elect those options which are efficient from a 
technical1 perspective, low in their demands for financial 
resources and conserve sources of energy which are 
non-renewable and scarce from the perspective of the host 
country or from a global perspective. 
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The technical efficiency of an energy technology and its cost 
implications (in monetary and scarce resource terms) are two 
perspectives which need to be considered each time a ma&ine or b process for using energy or converting energy into a more 
usable form, i.e., for turning either coal or the power of the 
sun into electricity. Calculations of the technical efficiency 
of an'energy technology and calculations concerning the cost 
implications of the technology are separate steps in the 
analysis. In some instances, a comparison of two approaches 
from these different perspective can yield different answers: 
A very efficient technology can be very expensive and/or highly 
demanding in terms of its use of a scarce, non-renewable energy 
resource. Looked at in both dimensions, specific technologies 
and processes exist that characterize many points on the 
diagram below. There is no single calculation that will tell 
you, in every case, which technology is best in a given 
project. However, AID expects that the process of laying out 
the efficiency and cost implications of project technologies, 
together with good judgment, will result in the selection of 
appropriate choices in most situations. 

H i g h  I 
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(a) The Technical Efficiency of an Energy Technology/Process 

Project designers responsible for assessing the feasibility of 
a project using a specific energy technology should also be 
able to provide an assessment of the efficiency of that 
technology. Efficiency is a term that describes not only how 
much energy is produced by a technology but also the amount of 
energy that is consumed in order to produce and deliver the 
energy the project will eventually use. When we subtract the 
amount of energy that is required to produce the energy we plan 
to use, we have calculated the "net" energy of a technology. 
By comparing the "net" energy yielded by two different 
approaches for producing energy, we can decide which approach 
is the most efficient. 
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A simple way to think about the process of subtraction involved 
in assessing an energy technology or process is to consider how 
an enterprise calculates its profits. In every business there 
are some sources of income and there are expenditures of 
various sorts, e.g., routine expenses, taxes and monies the 
business decides to use for expansion. Profits are calculated 
by subtracting all the expenses from the income of the 
business. The procedure for determining the "net" energy 
produced by a technology or process is conceptually the same, 
though the details of the procedure differ. To calculate the 
"net" energy yielded by a project the following must be 
considered: 
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--all of the energy that is used by the technology or 
process in the course of producing energy, i.e., 
everything we would use in the course of producing 
the energy to lift water out of the ground for 
irrigation, including the energy used to manufacture 
the pump and all its parts, the energy used to put 
the pump in the ground and the energy used to 
operate the pump. 

EFFECTIVE DATE 
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--all of the energy that is "lost" in the course of 
producing the energy required to lift water, e.g., 
through resistance in electric transmission lines, 
heat that escapes during the process used to 
manufacture the pump. (Losses of this sort are 
predictable from the second law of thermodynamics, 
i.e., entropy; these losses can also be estimated 
for specific technologies and processes); 



--the energy t h a t  i s  produced by the  process o r  
technology used i n  t h e  p r o j e c t ,  but  which i s  not 
f u l l y  consumed, i . e . ,  t h a t  port ion of t h e  energy 
which d i s s i p a t e s  o r  i s  sys temat ica l ly  "fedback" i n t o  
o ther  energy production processes. An example here 
would be t h e  por t ion  of t h e  e l e c t r i c i t y  generated by 
a  r u r a l  e l e c t r i f i c a t i o n  scheme t h a t  i s  used t o  run 
the  machines i n  t h e  o f f i c e s  and the  p l a n t  of t h e  
e l e c t r i c  company. 
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I n  general  terms, t h e  l o g i c a l  ca lcu la t ion  we need t o  ca r ry  ou t  
t o  determine t h e  "net" energy of a  p r o j e c t  technology o r  
process,  and compare the  "net" energy yielded by d i f f e r e n t  
a l t e r n a t i v e s  involves a  two-step subt rac t ion  process which i s  
c a r r i e d  out  in  p r a c t i c e  by developing an energy and c o s t  
matr ix,  a s  i l l u s t r a t e d  i n  Figure 3 on page 1 2  of t h i s  appendix. 

A - B = C. Then, C - D = E ( o r  "net  energy") 
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where : 

A = a l l  of t h e  energy needed by the  technology ( t o  
c r e a t e  it, i n s t a l l  it and operate i t);  
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B = those  p red ic tab le  losses  of energy t h a t  a r e  
incurred i n  t h e  course of using t h e  technology 
( termal  l o s s e s ) ;  
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C = t h e  "gross" energy demand of the  technology; 

D = energy which i s  not  ava i l ab le  f o r  t h e  s p e c i f i c  
use t o  which t h e  p r o j e c t  w i l l  put  energy, 
i . e . ,  t h a t  por t ion  of "gross" energy which 
must be re inves ted  o r  which jus t  d i s s i p a t e s  i n  
some way; 

E = t h e  "net" energy t h a t  is ava i l ab le  f o r  a  
s p e c i f i c  use, e.g., l i f t i n g  water, running 
machines, providing l i g h t  o r  heat  o r  running 
r e f r i g e r a t i o n  u n i t s ,  e t c .  

The statement of the  ca lcu la t ion ,  given above, i s  an 
oversimplif ied version of the  a c t u a l  mathematics of "net  
energy" ca lcu la t ion .  I t s  purpose i n  t h i s  presenta t ion  i s  t o  
give t h e  novice reader an understanding of what those who ca r ry  



o u t  such c a l c u l a t i o n s  cons ide r  when t hey  a s s e s s  t h e  e f f i c i e n c y  
of a technology o r  p roce s s .  When such c a l c u l a t i o n s  a r e  
a c t u a l l y  made, o n e  a s p e c t  of  t h e  e f f o r t  i s  g iven  s p e c i a l  
a t t e n t i o n :  Namely, t h e  pr imary sou rce  of  energy used by t h e  
technology o r  p roce s s ,  i . e . ; ,  t h a t  p o r t i o n  of term "A" i n  t h e  
c a l c u l a t i o n  t h a t  c o n s i d e r s  t h e  energy used t o  "opera te"  
whatever technology o r  p r o c e s s  i s  be ing  a s se s sed .  The r ea son  
f o r  g i v i n g  s p e c i a l  a t t e n t i o n  t o  t h i s  f a c t o r  i s  t h a t  energy 
sou rce s ,  e .g . ,  sun,  n a t u r a l  ga s ,  wind, o i l ,  e t c . ,  d i f f e r  q u i t e  
a b i t  . i n  terms of p r o d u c t i v i t y  and energy q u a l i t y  when we begin 
t o  u s e  them. Some of t h e s e  sou rce s  of  energy a r e ,  by t h e i r  
n a t u r e ,  more e f f i c i e n t  t h a n  o t h e r s .  Unfor tuna te ly ,  t h e  n a t u r a l  
e f f i c i e n c y  of energy s o u r c e s  t e n d s  t o  f a v o r  non-renewable 
r e sou rce s .  Th is  f a c t  is ex t remely  impor tan t  i n  a "ne t"  energy 
c a l c u l a t i o n  because most o f  t h e  energy cons ide r ed  when coming 
up w i th  t h e  e lements  of  t e r m  "A" is t h e  energy t h a t  w i l l  be 
used  t o  "operate"  a t echnology  o r  p roce s s  and because some 
energy sou rce s  t a k e  fewer l o s s e s  ( t e r m  "B") and i nvo lve  l e s s  
d i s s i p a t i o n  of t h e  energy produced by t h e  t e chno log i e s  o r  
p r o c e s s e s  we u se  ( t e r m  "D"). The f i g u r e  below p rov ide s  a 
g r a p h i c  summary of t h e  d i f f e r e n c e s  i n  e f f i c i e n c y  i n h e r e n t  i n  
d i f f e r e n t  energy sources .  

F igure  2 .  N e t  Energy o f  Sources .  
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In addition to paying special attention to the inherent 
efficiency of different sources of energy, calculations of 
"net" energy or efficiency require: (a) that all of the types 
of energy used in/produced by a project be converted into 
common measurement units* and (b) information concerning the 
number of such units, or amount of energy, involved at each 
stage of the calculation. 

(b) Assessing the Costs and the Resource Depletion 
Characteristics of Alternative Project Technolosies 

In addition to efficiency, or "net" energy yield, a number of 
factors should be considered when selecting a specific 
technology for using or producing energy in an AID-funded 
project. The other key factors that must be assessed for such 
technologies include: 

--Costs: Both start-up costs associated with the 
purchase of needed equipment, training of host country 
personnel, site installation costs, etc., and the 
long-term ("life-of-technology") operation and 
maintenance costs; 

--Balance of payment implications for all technologies 
that rely on energy sources, equipment, etc. 
(specifically oil, coal, gas and kerosene), that the 
host country will need to import either during project 
start-up or as part of a long-term operation and 
maintenance program (i.e., is the technology proposed 
likely to reduce or increase the country's requirements 
for imported fuel?); 

*The international community, by agreement, has designated the 
'I joule" as the preferred energy measurement unit. The "joule" 
is a measure of heat. A watt, which is a measure of power, 
equals one "joule" per second. Thus, for example, one 
kilowatt-hour, which is a standard measure when dealing with 
electricity, is 3.6 million watt-seconds, or 3.6 million 
"joules1'. Using the type of conversions illustrated by this 
example, all of the information about energy in a project can 
be converted to common units, including, where appropriate, 
calories which are used in discussing human energy or work. 
Acceptable alternatives to joules include any standard unit 
such as BTUs, kilowatts, KWH, calories, etc. which provide 
comparability in the data. 



--Energy resource depletion: Those resources which are in 
scarce supply globally, particularly the ones the 
country will have to import, need to be weighted in a 
special manner in the assessment. The weighting 
associated with the use of such resources serves two 
purposes: (1) it highlights the degree to which the 
energy technology is vulnerable, i.e., can be affected 
by temporary or permanent shortages and/or by changes in 
the prices which have to be paid for these resources and 
( 2 )  it is intended to focus attention and effort on the 
global commitment to conserve non-renewable resources by 
improving our ability to use renewable resources 
wherever such substitutions are appropriate, feasible 
and reasonable from a cost perspective. 

(1) The Costs of the Energy Technologies Used in a Project - 
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The costs to be considered in this assessment are the costs of 
all the energy used by the technology. They are the costs 
associated with term "A" in the calculation described in the 
preceding section. The costs should be divided into two 
clusters: Start-up costs associated with the procurement of 
equipment, training of individuals and installation of the 
technology and the long-term operation and maintenance costs 
associated with each technology the project proposes to 
employ. In the course of examining the cost implications of 
proposed technologies, two questions need to be answered for 
both clusters of costs: 
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--which elements of the energy requirements of the 
technologies must he imported and what are: (a) the 
effects of such importation on the country's balance of 
payments position and (b) the specific energy related 
elements that may be vulnerable either because of 
national or global scarcity or due to externally 
controlled and highly volatile price conditions? What, 
in total, are the imported energy costs of the proposed 
project technology? 

EFFECTIVE DATE 
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--who will pay? (Normally, AID expects that the answer to 
this question, with respect to start-up costs, will be 
AID, the host government and perhaps another donor. The 
question is likely to be more difficult to answer, and 
more important with respect to the long-term operation 
and maintenance costs--the "recurrent costs9'--associated 
with the technologies. In answering this question, 



project designers should specify whether "user-charges" 
will be assessed and if so, what evidence exists to 
suggest that the "user-charges" are set at a level that 
individuals or communities cadwill pay. If 
"user-charges" are not being considered, the alternative 
source of funds to cover "recurrent costs" must be 
identified and justified, i.e., if the host government 
is to pay the "recurrent costs" associated with the 
technology, what evidence exists that suggests that the 
host government can afford to pay and will finance these 
"recurrent costs". The ability of the host government 
to bear the "recurrent costs" is not to simply be 
assumed. (Evidence from AID evaluations and other 
sources has raised the issue of invalid assumptions 
about the ability of host governments to assume the 
"recurrent costs" associated with projects to a level 
where it is not longer acceptable to simply assume that 
such an ability to pay exists.) 
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Special Weighting for Renewable Resource Use 

Consistent with AID policy and the results of the 1980 U.N. 
Conference on Energy, project design efforts are expected to 
identify situations where renewable energy resources can be 
used instead of non-renewable resources. In examining the cost 
implications of project technologies that use or create energy, 
these policy decisions imply that solutions which use renewable 
resources and which are competitive with solutions that use 
non-renewable resources are to be preferred. The focus in the 
cost calculations, as opposed to the efficiency, or "net" 
energy calculations, discussed above, is on the degree to which 
renewable resource using technologies are competitive with 
non-renewable alternatives. The analysis of the 
competitiveness of renewable and non-renewable resource using 
technologies should consider both the start-up and long-term 
operation and maintenance costs of candidate technologies. 
While there are no universal relationships that serve as guides 
in all situations, we do know for example that while some 
technologies that depend on the sun have high start-up costs 
compared to non-renewable resource using technologies, their 
long-term operation and maintenance costs are much lower. 
Because there are now technologies that differ dramatically 
with respect to start-up versus operations and maintenance 
costs, AID considers it necessary to examine both types of 
costs when making comparisons between technologies in terms of 
their "competitiveness". 

TRANS. MEMO NO. 

3 :43 
EFFECTIVE DATE 
Septeniber 30, 1982 

PAGE NO. 
3 0-11 



Enerav Source and Cost Matrix 
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Figure 3 

Based on the information secured from the analyses described 
above and a general review of the technology options available 
to the project, the following type of matrix should he 
prepared. For projects that have an energy producing 
technology within the project framework, the matrix may be 
submitted with the Project Paper. 

EFFECTIVE DATE 
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MAJOR FACTORS TO REVIEW 1 OPTION A 1 OPTION B i OPTION C 
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i 
Techno1 ogy Proposed 
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D iese l  1 G r a v i t y  
Powered F",Zred 1 Pump 

I Pr imary Energy source  
I 

1 o i l  i Water 
I 

N i  ndmi 1 1 

I Renewable (Y/N) I 
I ' L i f e  o f  Technology I 5 yea rs  1 l o  y e a r s  1 10  yea rs  i 

I i i 
i 
i M a t e r i a l s  f c r  C o n s t r u c t i o n  
I 1 A v a i l a b l e  L o c a l l y  (Y/N) 

I Requi res Impor ted  Energy (Y/R) I 
I I Y I Y 

i 
I Power i s  I n t e r m i t t e n t  (Y/N) 1 N I 
I I 1 I 
I I I 
1 Years t o  Amor t i ze  
I 

I 1 Cos t  o f  Equipment 

1 Ne t  Energy Rank (13  s c a l e )  
I i 3 

1 $ .05 I / Energy c o s t  p e r  ga l  l o n  I -- 
1 - - 

I I 

1 
I Annual maintenance c o s t  ' $500 /y r .  

i 
I 

$25 /y r .  I $100 /y r  

1 I 
I Number o f  punlps needed I I 
1 I 

i 
I I to y i e l d  5,000 ga l  /day ! 1 i 1 2 i I 



3. Analvsis of the Overall Enerav Efficiencv. Enerav Cost 
Implications and Appropriateness of Energy Choices in 
AID-funded Projects 

AIDHANDBOOK 3 ,  App 3 0 

For all projects which are found to use significant amounts of 
physical energy resources (per the preceding comments), an 
overall analysis of the project's energy implications is 
required. In projects that involve specific energy related 
technologies, the findings from the analysis of these 
technologies (described in paragraph 2 above) is to be subsumed 
in the overall assessment of a project's energy implications. 
For projects that do not involve specific energy related 
technologies, only the findings that result from the analysis 
discussed in this section need be discussed in the project 
paper. 
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As indicated in the text of Chapter 3 of this Handbook, 
virtually all projects consume energy in some way. Most 
projects use a combination of human energy and energy from 
physical energy sources. In an energy analysis of AID-funded 
projects, the primary focus is on the degree to which the 
project proposes to use the most efficient, cost-effective and 
appropriate energy resources in carrying out those project 
functions which must be supported by some form of physical 
energy. Human energy, while quite relevant for a truly 
broad-gauge analysis, is not included in the analysis described 
in this section. The relative intensity of labor and other 
factors in a project will normally be treated in sections of 
the project paper that discuss the degree to which the proposed 
project is labor or capital intensive. 
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In the overall energy analysis of a project, the two major 
components of appropriateness, i.e., efficiency and 
cost-effectiveness, are considered (as they were in the prior 
section's examination of specific energy technologies). The 
difference between the overall energy analysis for a project 
and the specific technology analysis described above is that 
the former takes in all energy used by the project whereas the 
latter examines only the energy that relates to a specific 
technology. In the diagram below, the difference is 
illustrated graphically. 



Energy associa ted  with "Matrix of the  Energy 
the  p r o j e c t ' s  i r r i g a -  -> Implicat ions of Speci f ic  1 

t i o n  technology, ( f u e l ) .  Energy Related Projec t  
Technologies" 
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Energy used i n  motorized 
farm equipment, ( f u e l ) .  \ 

"Analysis of the  Overall  
Energy used i n  moving \L "Energy Implications of e-- 
produce t o  markets, (fuel,.-> AID-funded Projec ts"  
g r i d  e l e c t r i c i t y ,  export o r  
s a l e s  r e l a t e d  energy cos t s ,  e t c . )  
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A s  i n  t h e  case of a s p e c i f i c  technology, the  o v e r a l l  ana lys i s  
of p r o j e c t  energy implicat ions considers  e f f i c i ency  and cos t  
separa te ly .  

( a )  The Overall  Efficiency of Energy Use Choices 
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I t  is  intended t h a t  t h i s  ana lys i s  have a charac ter  s imi lar  t o  a 
c o s t  e f fec t iveness  ana lys i s  a s  cont ras ted  t o  a c o s t  benef i t  
analys is .  In other  words, t h e  ana lys i s  here t akes  t h e  p ro jec t  
"outcomes", i .e . ,  some of the  outputs ,  the  p r o j e c t  purpose and 
the  p r o j e c t  goal,  a s  givens, e.g., increased production i n  t h e  
nor theas tern  p a r t  of a country and corresponding increases  i n  
household income. The ana lys i s  then asks whether the  p ro jec t  
has se lec ted  the  most e f f i c i e n t  energy use approach f o r  
achieving t h i s  object ive.  The ca lcu la t ion  we a r e  making here 
would normally be made i n  terms of the  energy use per  u n i t  of 
r e s u l t .  Where two or more a l t e r n a t i v e  approaches a r e  being 
considered they would be compared i n  terms of t h e i r  energy use 
per u n i t  r e s u l t .  Approaches t h a t  use l e s s  energy t o  produce 
one u n i t  of whatever the  p r o j e c t  seeks t o  produce would be 
considered t o  be r e l a t i v e l y  more e f f i c i e n t  than other  options. 
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In  order  t o  make such a comparison, we need t o  know how much 
energy the  p ro jec t  w i l l  consume. A s  i n  the  preceding sec t ion ,  
p r o j e c t  designers w i l l  need t o  convert d i f f e r e n t  types of 
energy i n t o  a common u n i t  i n  order t o  sum the  p r o j e c t s  t o t a l  
energy use f o r  a s p e c i f i c  approach t o  p ro jec t  implementation. 
In  making such ca lcu la t ions  f o r  p r o j e c t s  t h a t  do not involve 
s p e c i f i c  p r o j e c t  energy r e l a t e d  technologies, only energy 
consumption (over the  period during which the  p r o j e c t  i s  
expected t o  be implemented and produce benef i t s ,  r a the r  than 



j u s t  dur ing  t h e  implementation p e r i o d )  needs t o  be summed f o r  
t h e  d i f f e r e n t  p a r t s  of t h e  p r o j e c t  t h a t  use energy. For 
p r o j e c t s  i n  which t h e r e  i s  an energy technology, t h e  "ne t"  
energy f i g u r e  should be added t o  o t h e r  f i g u r e s  which r e p r e s e n t  
energy consumption, i . e . :  
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T o t a l  energy use  = ( (The "ne t  energy" + ( T o t a l  energy use  
L 

of any /a l l  p r o j e c t  f o r  o t h e r  p r o j e c t  
energy technol-  components t h a t  use 
o g i e s  b u t  do n o t  produce 

energy. 

Once t o t a l  energy i s  c a l c u l a t e d  f o r  each of t h e  op t ions  t h e  
p r o j e c t  i s  cons ide r ing  a s  an implementation approach, t h e  
r e l a t i v e  e f f i c i e n c y  of a l t e r n a t i v e  approaches can be assessed :  
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Approach A :  Increased  product ion  on 2,000 farms d iv ided  by 
t h e  t o t a l  energy use f i g u r e  f o r  Approach A 
( d i e s e l  d r iven  pumps) 

Approach B: Increased  product ion  on 2,000 farms d iv ided  by 
t h e  t o t a l  energy use  f i g u r e  f o r  Approach B 
( g r a v i t y  dr iven  pumps) 

E F F E C T I V E  DATE 
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When you have determined which approach t o  implementing t h e  
p r o j e c t  i s  t h e  most energy e f f i c i e n t ,  you need t o  examine t h e  
c o s t s  of energy and energy us ing  equipment over  t h e  l i f e  of t h e  
p r o j e c t  and f a c t o r  such r e s u l t s  i n t o  t h e  f i n a l  dec i s ion .  
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( b )  The Cost Imp l i ca t i ons  of t h e  Ove ra l l  P r o j e c t ' s  Approach t o  
Energy Use 

An a n a l y s i s  of t h e  o v e r a l l  energy c o s t s  a s s o c i a t e d  wi th  a  
p r o j e c t  should,  l i k e  t h e  a n a l y s i s  of t h e  c o s t s  a s s o c i a t e d  wi th  
s p e c i f i c  energy technologies ,  examine ( a )  s t a r t - u p  a s  we l l  a s  
ope ra t i ons  and maintenance c o s t s  of energy uses  a s s o c i a t e d  wi th  
t h e  p r o j e c t ,  ( b )  t h e  p r o j e c t ' s  requirements  f o r  imported 
energy,  and t h e  r e s u l t i n g  v u l n e r a b i l i t y  of t h e  p r o j e c t  and ( c )  
t h e  degree t o  which t h e  o v e r a l l  energy use  p r o f i l e  of t h e  
p r o j e c t  is  conse rva t ive  wi th  r e s p e c t  t o  those  energy sourcks 
t h a t  a r e  non-renewable and s c a r c e  from t h e  p e r s p e c t i v e  of t h e  
hos t  count ry  o r  i n  terms of a  g loba l  perspec t ive .  I n  t h i s  p a r t  
of t h e  a n a l y s i s  roughly t h e  same approach i s  used a s  has  been 
descr ibed  f o r  a s s e s s i n g  t h e  o v e r a l l  e f f i c i e n c y  of t h e  p r o j e c t  



in terms of energy. In the energy cost-effectiveness portion 
of the analysis, costs are substituted for units of energy in 
the calculations*: 

Approach A: Increased production on 2,000 farms divided by 
the cost of the total energy used by Approach A 
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Approach B: Increased production on 2,000 farms divided by 
the cost of the total energy used by Approach B 

3 
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As indicated in earlier sections of this Appendix, the answers 
from the cost analysis can differ from those given by the 
efficiency analysis. The two sets of answers, along with 
determinations concerning the import requirements of 
alternative approaches and the degree to which alternative 
approaches conserve non-renewable/scarce energy resources, 
should be reviewed carefully in light of the project and the 
host country setting to come up with a final recommendation 
concerning the energy approaches to be used in that project. 

EFFECTIVE DATE 
September 30, 1982 

References 

(Reserved) 

* It should be noted here that cost-effectiveness is 
presented as the minimum level of analysis needed to judge 
the relative costs of alternative energy use approaches. 
Where appropriate, a full energy cost-benefit analysis 
would be undertaken, e.g., where different approaches are 
being tested in the same project, in experiments, in very 
large projects, etc. 
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INDICATORS FOR ASSESSING INTEGRATION OF GENDER 
CONSIDERATIONS INTO AID PROJECTS 

AID has p romu lga ted  a  s e t  o f  i n d i c a t o r s  wh ich  must be used t o  m o n i t o r  t h e  
i n t e g r a t i o n  o f  women i n t o  t h e  Agency's p r o j e c t s  and o t h e r  a c t i v i t i e s .  There  
a r e  f i v e  i n d i c a t o r s  f o r  a l l  new and ongo ing  p r o j e c t s .  The PP must i n c l u d e  t h e  
f o l l o w i n g :  

Trans.  Memo. No. 

3:69 

1. s e x - d i s a g g r e g a t e d  d a t a  i n  a l l  r e f e r e n c e s  t o  p a r t i c i p a n t s  and 
b e n e f i c i a r i e s ;  

2.  c o n s t r a i n t s  t o  women's p a r t i c i p a t i o n  i n  a l l  p r o j e c t  a c t i v i t i e s ;  

E f f e c t i v e  ,Date 

June 14, 1990 

3 .  o p p o r t u n i t i e s  f o r  enhanc ing women's p a r t i c i p a t i o n ;  

Page No. 

3P-1  

4. s t r a t e g i e s  t o  overcome t h e s e  c o n s t r a i n t s  o r  t o  make use o f  t h e s e  
o p p o r t u n i t i e s ;  and 

5. benchmarks t o  measure p r o g r e s s  i n  imp lemen t ing  t h e s e  s t r a t e g i e s .  

L e g i s l a t i o n  and AID p o l i c y  r e q u i r e  t h a t  when t h e  above i t e m s  a r e  i m p o s s i b l e  t o  
a c h i e v e  a t  t h e  o u t s e t ,  t h e  p r o j e c t  w i l l  ensure  t h a t  t h e r e  i s  a  s u b s t a n t i v e  
a n a l y s i s  as t o  t h e  o b s t a c l e s  p r e v e n t i n g  c o m p l e t i o n  o f  W I D - r e l a t e d  e f f o r t s ,  and 
t h e r e  must  be an e x p l a n a t i o n  as t o  how t h e s e  o b s t a c l e s  w i l l  be overcome. ** 

* *New M a t e r i a l  



CHAPTER 4 

SPECIAL PROJECT ACTIVITIES: 
EXCEPTIONS TO THE GENERAL 

PROJECT SYSTEM 
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C H A P T E R  4 

S P E C I A L  P R O J E C T  A C T I V I T I E S :  

E X C E P T I O N S  T O  T H E  G E N E R A L  P R O J E C T  S Y S T E M  

AID HANDBOOK 3 

4A. A I D ' s  Approach to System's Exceptions 

1. The project development and approval system as presented i n  the 
preceding chzpters w i l l  be utilized for a l l  AID-funded and/or 
guaranteed projects except as specifically covered i n  t h i s  chapter. 
Even i n  those cases where exceptions to the general system are 
authorized, officials are encouraged to follcw the general system to 
the extent feasible because approving officers are inore familiar with 
that system and w i l l ,  therefore, be more likely t o  provide prompt 
clearance/approval . 

a d  
4 - 1  
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2. Any proposal for granting an exception to  the general project 
system requirements for an entire class of projects w i l l  be suh i t t ed  
by the Program and Policy Coordination Bureau (PPC) wi th  appropriate 
clearances to  the Deputy Administrator for approval. 

EFFECTIVE DATE PAGE NO. 

September 30, 1982 

49. Exceptions to  A I D ' s  General Project System (Chapters 2 and 3 )  

The development of a l l  A I D  projects, including those discussed i n  
t h i s  chapter, w i l l  be preceded by an approved Project Identification 
Document (PID) or PID-equivalent document approved by the respective 
Bureau. The difference i n  the following exceptions is the substance 
of the final paper (PP equivalent) and/or who is authorized to review 
and approve project activities. The exceptions are: 

1. Projects being Funded w i t h  Economic Support Funds 
or Other Related Fundins Cateuories 

Although it is desirable to  use the project documentation system 
applicable to  Development Assistance, it is recognized that there are 
numerous factors including political considerations, timing, etc., 



which a r e  overriding i n  t h e  case of Supporting Assistance and 
Econanic Support-type funding which may not permit the  appropriate 
Geographic Bureau t o  s a t i s f y  the  basic  documentation requirements. 
When departures from the  standard documentation a r e  proposed, the  PID 
should ident i fy  same. I f  the  need f o r  departures is discovered 
subsequently, a wri t ten request and ju s t i f i ca t ion  therefor  should be 
submitted t o  the  sponsoring Bureau and PPC. 

PAGE NO. 

4-2  

2. Small Projects  (Less than $500.0001 

The general p ro jec t  system presented i n  t h i s  Handbook is rigorous and 
demands a considerable investment i n  planning and analysis.  In  l i n e  
with the  des i r e  t o  match t h e  analytical. e f f o r t  required t o  plan a 
project  w i th  t h e  s i z e  and complexity cf tha t  project ,  abbreviated 
documentation is permitted f o r  pro jec ts  involving a t o t a l  
life-of-project cost  t o  A I D  of $500,009 or  Less. 

EFFECTIVE DATE 

September 30, 1982 

The substantive requirements fo r  a PP fo r  a small project  w i l l  be 
generally t h e  same a s  described i n  Chapter 3 although the  leve l  of 
e f f o r t  given t o  various analyses should be commensurate with the  
substantive importance of the  project .  It is suggested t h a t  
economic, implementation and f inanc ia l  planning still be emphasized; 
however, leeway might be appropriate i n  de ta i l ing  the  p ro jec t ' s  
his tory and i n  analyzing t h e  technical,  soc ia l ,  and administrative 
implications of the  pro jec t  (although i n  many cases  p a r t s  o r  a l l  of 
these analyses may be q u i t e  important and w i l l  need t o  be included). 

3 .  Housing Investment Guaranties 

TRANS. MEMO NO. 
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a. The general  p ro jec t  system discussed i n  Chapters 2 and 3 is 
applicable t o  Housing Guaranties ( H G s ) .  However, HGs a r e  not 
necessarily t i e d  t o  t h e  Annual Budget Submission and Congressional 
Presentation due t o  the  f a c t  t h a t  HGs do not u t i l i z e  appropriated 
resources, and approval of a HG does not obl igate  funds. 
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b. Since a HG involves loans made by U.S. lenders pursuant t o  
d i r e c t  negotiations between the  borrower and the  U.S. lender, and HGs 
a r e  made a t  t h e  prevai l ing market i n t e re s t  r a t e  which is subject t o  
change up t o  the time of commitment, t he re  is often need t o  minimize 
uncertainty regarding i n t e r e s t  r a t e s  by developing and approving HGs 
i n  t h e  shor tes t  time period consis tent  with good project  design. 

c. Missions and of f ices ,  however, a r e  encouraged t o  combine 
use of HGs with other  A I D  resources when t h i s  w i l l  s trengthen a 
project .  When non-HG resources a r e  p a r t  of a pro jec t ,  then the  



e n t i r e  p r o j e c t  should f o l l o w  the  cyc led  document f low discussed i n  
p rev ious  chapters. 

AID HANDBOOK 3 

d. The f o l l o w i n g  cons ide ra t i ons  a l s o  d i f f e r e n t i a t e  HGs f rom 
most appropr ia ted  resources : 

(1 )  Considerat ion o f  issues r e l a t i n g  t o  s t a f f  and c o s t  
requirements i n  t h e  development and implementat ion o f  HG p r o j e c t s  
w i l l  be the  concern o f ' t h e  AID/W o f f i c e  which funds such cos ts  f rom 
nonappropr iated f e e  income. 

TRANS. MEMO NO. 
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(2 )  Cer ta in  requirements appl i c a b l e  t o  almost a1 1 o t h e r  
A I D  p r o j e c t s  are n o t  app l i cab le  t o  HGs; e.g., requirements f o r  
minimum host  count ry  c o n t r i b u t i o n s  s t i p u l a t e d  i n  FAA 110(a) and 
c e r t i f i c a t i o n  of hos t  coun t r y  c a p a b i l i t y  pursuant t o  FAA 611(e). 
PRE/HUD and/or General Counsel can advise on these and r e l a t e d  mat te rs  

( 3 )  Because of the  na ture  of the  program, the  form f o r  
a u t h o r i z i n g  HGs w i l l  n o t  use the  pro  forma p r o j e c t  a u t h o r i z a t i o n  
wording conta ined i n  Chapter 5, Appendix 5D and 5E. However, where 
HG and non-HG resources are i nvo l ved  i n  a p r o j e c t ,  every  e f f o r t  
should be made t o  have p r o j e c t  approval take  p lace  i n  one process so 
t h a t  the  a u t h o r i z i n g  o f f i c i a l  becomes complete ly  aware o f  t h e  e x t e n t  
o f  AID'S commitment t o  the  proposed p r o j e c t .  (AA HG approval 
a u t h o r i t y  i s  der ived f rom Delegat ion o f  A u t h o r i t y  #88. ) 

EFFECTIVE DATE 

September 30, 1982 

e. Because of t h e  uniqueness o f  t he  program, PRE/HUD should be 
c l o s e l y  i nvo l ved  i n  a l l  stages o f  t he  development and implementat ion 
o f  HGs. Handbook 7 should be consu l ted  and f o l l o w e d  as appropr ia te .  
F i e l d  pos ts  must concur i n  HG papers. AID/W rev iew and approval o f  
such papers w i l l  be by the  geographic bureau invo lved.  

PAGE NO. 
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4. P.L. 480, T i t l e  I 1  

The general p r o j e c t  system covered i n  Chapters 2 and 3 o f  t h i s  
Handbook app l i es  t o  P.L. 480, T i t l e  11, Sec t ion  206, Pro jec ts ;  
however, f o r  d e t a i l e d  guidance see Chapter 11 of Handbook 9. 

5. Assis tance t o  P r i v a t e  and Voluntary Orqanizat ions 

a. Scope 

P r i v a t e  and Voluntary Organizat ions (PVOs) have conducted refugee, 
r e l i e f ,  r e h a b i l i t a t i o n  and development programs throughout  t h e  wor ld  
f o r  many years. This  s e c t i o n  descr ibes  AID procedures r e l a t e d  t o  



AID-administered resources  ava i l ab l e  t o  PVO's. P o l i c i e s  pe r ta in ing  
t o  A I D  and PVOs are s t a t e d  i n  Handbook 1 - Policy,  Statement V-11. 
The func t ions  and r e s p o n s i b i l i t i e s  wi th in  A I D  f o r  carrying ou t  t he se  
p o l i c i e s  a r e  described f u l l y  i n  Handbook 17 - Organization. WO 
r e g i s t r a t i o n  requirements a r e  contained i n  22 C.F.R. 203 (AID 
Regulation 3, Appendix 4C); e l i g i b i l i t y  of non4J.S. p r i v a t e  and 
voluntary agencies (Annex 1 t o  Appendix 4C); t h e  r e g i s t e r  of U.S. 
PVOs (Appendix 4 D ) ;  procedures under which PVOs ob t a in  reimbursement 
f o r  overseas t r an spo r t a t i on  c o s t s  a r e  covered i n  A I D  Regulation 2 
(Appendix 4 E ) ;  guidance on obta ining excess  proper ty  is contained i n  
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Handbook 16 - Excess Property; d i s a s t e r  a s s i s t ance  i n  Handbook 8 - 
Foreign Disas ter  Assistance; Fwd f o r  Peace i n  Handbook 9 - Food f o r  
Peace; Gperationzl  P rog rm Grants (OPGs)  and o ther  c e n t r a l l y  funded 
g r an t s  i n  t h i s  Handbook; and g r a n t s  i n  handbook 1 3  - Grants;  and 
A I D ' S  poi icy  on AID-U.S. cooperative organizat ion r e l a t i onsh ip s  i n  
Handbcok 1 - Pol icy,  S~pplement  A. 

5. Def in i t ion  

EFFECTIVE DATE 

September 30, 1982 

Handbook 1 s t a t e s  t h e  d e f i n i t i o n  of PVOs. This  is augmented by t h a t  
contained I n  22 C.F.R. 203 (Appendix 4C) which desc r ibes  t h e  
condi t ions  which p e r t a i n  t o  PVOs seeking r e g i s t r a t i o n  with AID.  d 

c. Objectives 

TRANS. MEMO NO. 
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The ob jec t ives  of U.S. Government co l l abora t ion  wi th  voluntary 
agencies a r e  i d e n t i f i e d  i n  Handbook 1. These r e f l e c t  t h e  emphasis i n  
Sect ion 635(c) of t h e  Foreign Assistance A c t  which provides  t h a t  t h e  
Pres ident ,  i n  f u r t he r i ng  t h e  purposes of t h i s  A c t ,  s h a l l  use,  t o  t h e  
maximum extent  p r ac t i c ab l e ,  t h e  s e rv i ce s  and f a c i l i t i e s  of t h e  PVOs 
reg i s te red  with, and approved by, t h e  Agency f o r  I n t e rna t i ona l  
Development . 
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d. Po l i c i e s  Regarding AID/PVO Shipping Lines Rela t ionships  

Pursuant t o  Sect ion 123, A I D  provides f o r  t h e  reimbursement of 
overseas shipping c o s t s  incurred by PWs (see Appendix 4E). It is 
A I D  po l icy  t h a t  PVOs endeavor t o  make t h e i r  overseas shipments 
equal ly  ava i l ab l e  t o  a l l  U.S.-flag shipping l i n e s ,  cons i s t en t  wi th  
t h e i r  a v a i l a b i l i t y ,  and t h a t  no spec i a l  preference be given any 
p a r t i c u l a r  U.S.-flag shipping l i n e .  

e. In t e rna l  Rela t ionships  and Functional 
Respons ib i l i t i e s  - General 

(1) I n  t h e  Bureau f o r  Food f o r  Peace and Voluntary 
Assistance, Of f ice  of P r i v a t e  and Voluntary Cooperation (FVUPVC), 



the Office of the Director creates and explores approaches to enlarge 
the role of voluntarism in the development process, formulates policy 
proposals in the area of PVO participation, maintains liaison with 
the Geographic Bureau and other Bureaus and Offices as appropriate 
with respect to the general area of voluntarism, maintains liaison 
with the American Council on Voluntary Foreign Aid (ACVFA) and the 
U.S. cooperatives engaged in overseas cooperative development, 
maintains liaison with the Department of State, and with the A W A  
monitors the voluntary agency information system, and participates 
with other responsible offices in FVA and  AID^ in the development 
and/or modification of AID evaluation procedures as established for 
WO activities . 
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(2) The Director in FVWPVC plans or approves, directs and 
supervises the operations of FVA/PVC, including directing the 
formulation of policies and procedures for encouraging and 
facilitating the work of ?VO's, administering support programs, 
grants and selected worldwide and interregional basic agreements and 
contracts with U.S. PVO's, and providing policy and technical 
guidance, on programs in the field of cooperative developmenc. 

t ( 3 )  W P V C  is responsible for the administration of the 
registration process, and perfyms a range of project management 
responsibilities keginning with project conception through evaluation 
and redesign phases, maintains liaison with the Geographic Bureaus 
and through them with the LDCs seeking appropriate opportunities for 
the collaboration of private and voluntary organizations, analyzes 
PVO program proposals to ensure appropriate planning, discussion and 
clearance with AIDhashington and the field, and identifies and 
develops opportunities for assisting private and voluntary 
organizations. (For a comprehensive statement of the functions of 
E'VA/WC, see Handbook 17, Chapter 19.) 

TRANS. MEMO NO. 

(4) The Geographic Bureaus in AIDD and AID Missions - the 
functional responsibilities of these organizational entities are 
covered in Appendix 4B and Handbook 17. 
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(5) The types of AID grant relationships available to U.S. 
WOs from F(JA/WC and other AID bureaus, offices and Missions are 
described in the following. Registration with AID is a prerequisite 
for application for each. 

EFFECTIVE OATE 

(a) Operational Program Grants (OKs) 

1 PAGE NO. 

September 30, 1982 

Operational Program Grants (OKs) enable PVOs to carry out specific 
projects (new or ongoing) in individual countries and occasionally 
regions. Typically, an OPG is a two- or three-year program, 

4-5 



4B5ei  5) ( a )  

supporting projects which are initiated and developed by the PVO 
(rather than A I D )  and is fully compatible wi th  A I D ' s  legislative 
mandate. Normally 25% of the cost of the project must come from 
non-AID sources. Any request for waiver of the 25% provision must be 
included i n  the project proposal and approved by the appropriate A I D  
bureau or Mission. The project must be consistent wi th  A I D ' s  overall 
program for the country i n  which it is to  operate. 

AID HANDBOOK 3 

Applications for OPGs may be made t o  the bureau or USAID Mission 
responsible for the country in which the proposed project w i l l  
operate. 

TRANS. MEMO NO. 

3:43 
PAGE NO. 
4-6 

Recognizi~g the abil i ty of A I D  t o  act on a speedier timetable i n  
dealing w i t h  OPG's and also recognizing the particalar requirements 
and abil i t ies of PVOs, A I D  has agreed to  expedite somewhat simplified 
procedures for CPGs. (These procedures and guidelines are set  forth 
i n  Appendix 4B to  t h i s  Chapter 4. N E E :  Questicr?~ regarding any 
aspects of these procedures should be addressed to  F'VrA/2VCI PPC 
and/or the Bureau Liaison Officers.) 

EFFECTIVE DATE 

September 30, 1982 

( b )  Matching Grants 

Matching grants are awarded to  PVOs t o  carry out a clearly conceived, 
evaluable, field-oriented program that takes place in a number of 
countries, which is consistent w i t h  A I D ' s  legislative mandate, and 
supports a clearly defined, delineated program. Such a program may 
be as broad as the overall scope of the PVO's work or as specific as 
community-based health services or small enterprise development. The 
matching grant w i l l  normally allow a mX) t o  expand its program to  new 
places and ini t ia te  new projects. Grants are awarded t o  WOs wi th  
well-established development programs and w i t h  demonstrated private 
fund-raising ability. The grant may have a term of up to  three years 
and is matching i n  the sense that A I D  w i l l  pay no more than 50% of 
the cost of the program. 

Application may be made t o  the Office of Private and Voluntary 
Cooperation, Bureau for Food for Peace and Voluntary Cooperation, 
Agency for International Development, Washington, D.C. 20523. 

(Appendix 4B contains a more detailed statement of the purpose, 
guidelines and procedures applicable t o  these grants.) 

( c )  Institutional Support and Development Grants give 
continuing support t o  a few WOs and cocperative development 
organizations with well-established programs, usually having service 



or intermediary functions overseas. Although these grantees may 
receive varying amounts of support from the private sector, the AID 
funding is needed t o  sustain their  programs a t  an optimal level. 
(The application process fo r  Inst i tut ional  Support, Management 
Services and Consortium Grants is subject t o  special considerations 
dependent upon the nature of the proposed program. Specifics are 
available from the Office of Private and Voluntary Cooperation, 
EVA/WC. 

TRANS.  M E M O  N O .  
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(6) In addition t o  the grants available from FVWPVC and 
the  Agency's geographic bureaus and Missions, WO's may also apply t o  
several individual AID offices for grants for projects relevant t o  
the programs of those offices. In the Bureau for Science and 
Technology, for  exmple, the Offices of Education, Energy, Health, 
Bousing and ?opulation each awards grants for projects that pertain 
to  tkeir  overall programs. The Office of Women in  Development, 
Bureau for Program and Policy Coordination, also gives grants to  
PVOs, as do the following i n  the Bureau for Focd and Volantary 
Assistance: Office of American Schools and Hospitals Abroad, Office 
of U.S. Foreign Disaster Assistance, Office of Food for Peace, and 

G Off ice of Labor Affairs. 

( 7 )  AID 'S  policy on AID-U.S. cooperative relationship 
provides for  ( a )  continuing use of the cooperatives a s  a resource i n  
our bi la tera l  programs, w i t h  provision for the collaborative 
assistance form of relationship; (b)  encouragement of direct  
relations between U.S. cooperatives and developing country 
cooperatives outside the framework of the usual 
government-to-government bilateral  programs on a matching grant 
basis; and ( c )  placement of the  cooperative coordinator position in 
WC, which w i l l  have responsibility for  (b ) .  

(8) Grants or cooperative agreements may also be made t o  
organizations t o  provide management support services t o  PVOs, or t o  
play a collaborative/facilitating function, a s  in  the case of a 
consortium. 

E F F E C T I V E  D A T E  

September 30, 1982 

( a )  Management Support Services (MSS) Grants are  
designed t o  enhance the management, technical and program 
capabil i t ies of PVOs through a centralized grant providing services 
t o  the WO c m u n i t y  a s  a whole, both domestic and foreign. The 
expertise of the grantee is shared with WOs, a t  minimal cost, 
allowing for  greater WO internal development. Current MSS grants 
are in  the f i e ld s  of information collection and dissemination, 
financial management assistance, program design and planning and 
evaluation. 
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(b)  Consortium Grants are made t o  organizations t o  
play a facil i tat ing role vis-a-vis groups of PVOs wi th  similar 
interests t o  enable them t o  exchange information and program 
experiences and t o  collaborate in programs. These grants also enable 
grant monies, through the consortia or their members, t o  reach small 
grassroots projects. 

PAGE NO. 
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( 9 )  "Uniform Administrative Requirements for Federal 
Grants and Agreements", OMB Circular A-110, is attached hereto as 
Appendix 4F. It provides additional guidance on the administration of 
grants and other agreements wi th  institutions of higher education, 
hospitals and other non-profit organizations. 

6. Interregional Projects 

[Reserved 1 

EFFECTIVE DATE 

September 30, 1982 

7 .  American Schools and Hospitals Abroad 

[Reserved] 

TRANS. MEMO NO. 
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8. m a 1  Currency Proiects 

AID HANDBOOK 3 

T h i s  guidance applies only to  those instances in which Missions have 
decided, as  part of their  assistance strategy, that t h e  Mission 
should actively participate in the pr~gramming of local currency 
proceeds of U.S. aid. 

a. Local currency projects are projects financed from 
U.S.-controlled, host country-owned local currency deposits. Local 
currency project design and approval is not included within the 
General Project System. Each Mission Director is responsible for 
developing a system for project design and approval where t h e  Mission 
is responsible for projects financed from U.S.-controlled, host 

d 
country-owned local currency. However, i f  U.S.-controlled, host 
country-owned local currency is utilized on a project which is 
partiallykfinanced by AID wi th  appropriated dollars, t h e  project $s 
designed and approved in  accordance with  the  general project system. 

b. Mission project design and approval systems for local 
currency should be formulated to  assure the Mission can account for 
expenditures and that f u l l  consideration is given t o  the fact that 
projects financed wi th  U.S.-controlled, host country-owned local 
currency are subject t o  A I D  audit. 3 



9. Intermediate Credit In s t i t u t ions  

- L AID HANDBOOK 3 

In addition t o  the  requirements f o r  pro jec t  ass is tance set f o r t h  i n  
previous chapters, t h e  information l i s t e d  i n  Appendix 4A t o  t h i s  
Chapter 4 should be provided i n  Project Papers covering assis tance t o  
intermediate c red i t  i n s t i t u t i o n s  such a s  ag r i cu l tu ra l  credit 
i n s t i t u t i o n s  and development banks. 

TRANS. MEMO NO. 
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10. Feas ib i l i ty  Studies 

Where the project  cons i s t s  so le ly  of the financing of f e a s i b i l i t y  
s tudies ,  the  Project Paper w i l l  need t o  focus on t h e  impact of the  
overa l l  planned e f f o r t  (assuming a sec tora l  focus) .  It a l so  should 
present d e t a i l s  of t h e  spec i f i c  proposed s tudies ,  o r  i f  these 
pro jec ts  a r e  numerous o r  only 2 a r t l y  known a t  t h e  t i n e  of proposed PP 
review, a representative s m ~ l e  of s ~ c h  pro jec ts  ( including t h e  most 
s ign i f icant  e f f o r t s )  should be discussed a t  the  tice t h e  Project 
Paper is reviewed. 

I EFFECTIVE DATE 

September 30, 1982 
PAGE NO. 

4 - 9 



APPENDIX 4A 

INTERMEDIATE W D I T  INSTITUTIONS 

In addition t o  t h e  requirements of Chapter 3, t h i s  Instruction outlines 
t h e  Oasic information appropriate for  suh iss ion  wi th  a Project Paper, 
for  AID financing of credit  inst i tut ions such a s  agricultural credit  
ins t i tu t ions  and development banks. Projects involving agricultural 

& credi t  should make reference t o  t h e  materials developed a s  part of f D t s  
1973-74 Spring Review on small farmer credit.* Where assistance is for  a 
proposed new inst i tut ion,  a l l  available information should be supplied 
ir:c?uding information called for  i n  the following checklist plus any 
aciditional information the applicant deems relevant. Where assistance is 
t o  an ins t i ta t ion A I D  has previously helped, fa r  less de ta i l  per Section 
A below, is necessary. 

A. The Applicant 

1. Official name of institution. 

2. Mail and cable addresses. 

3.  Nature of present financial operations (kind of loans made, 
purpose, terms, e tc . ) ,  w i t h  references t o  applicable provisions 
in  charter,  by-laws and policy statements. 

4. Legal basis for  inst i tut ion,  including statutory authority, 
a r t i c l e s  of agreement or charter, and other founding documents. 
Such suh iss ion  shal l  include statutes and regulations 
materially affecting the credit  operation of the inst i tut ion.  

5. Policy statements covering t h e  philosophy and method of 
operations of the ins t i tu t ion and how the ins t i tu t ion l i n k s  i n  
w i t h  basic sectoral policy, employment strategies, subsidies 
(reason and manner of operation), restr ict ions i n  loan size, 
purposes, etc. 

6. Geographic area of operations. 

7. Description of t h e  capitalization: equity and debt; how raised; 
list of subscribers o r  principal stockholders, including 
biographic sketches a s  appropriate; t e n  of debt capital,  etc. 

* See especially "Small Farmer Credit: Summary papers," AID Spring b Review of Small Fanner Credit, Vol. XX, June 1973, No. SR 120, available 
from AID. 



8. Balance sheets and profits and loss statements covering each of 
the previous five years of operations. 

PAGE NO. 
414-2 

9. Description of the organizational structure of the institution. 

10. Biographic data of Directors, inclsding a description of their 
present full-time positions and iniicating financial and 
management experience and other qualifications. 

EFFECTIVE DATE 

September 30, 1982 

11. Biographic data of management officials, indicating financial 
and management experience and other qualifications and principal 
previous experience. 

3 
12. Detailed description of procedures for processing loan 

applications, monitoring loans, enforcing collection remedies, 
etc. 

TRANS. MEMO NO. 
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B. AID Financins Remest 

A I D  HANDBOOK 3, App 4A 

1. Amount of funds requested, an estimate of the time period during 
which the institution expects such funds would be subloaned, and the 
basis for this request and estimate. 

2 .  Amount of funds available to the institution from agencies other 
than AID, and description of how the institution intends to apply 
these funds, including local and foreign currencies. 

3. Proposed use of AID funds and credit-worthiness criteria which 
the institution will apply to screen applicants. This should include 
a general description of the type of loans to be made, maturities of 
the loans, amount of equity which will be required frm borrowers 
from the bank, amount and kind of security which will be required 
from borrowers, interest rate which will be charged, and a 
contemplated form of loan agreement which will normally be used. 

4. With respect to an application for AID development loan 
financing : 

a. Tentatively proposed repayment schedule. 

b. Proposed AID interest rate. 

c. Where AID'S loan to the institution is to be covered by a 
government guaranty, the nature of the guaranty. 

5 .  Justification of the spread between the expected rate of 
interest (if any) to be payable to AID and the rates the institution 
proposes to charge ultimate borrowers, in terms of the institution's 
projected administrative and other costs, including: 

3 



a. Any spec ia l  technical  ass i s tance  functions t h a t  t h e  
i n s t i t u t i o n  intends t o  provide f o r  borrowers a s  an inherent p a r t  of 
its loan operations. 

AID HANDBOOK 3,  App 4A 

b. The cos t  of a t t r a c t i n g  fu r the r  resources: e.g., i n t e r e s t  
r a t e  payments t o  deposi tors  and other  lenders  and dividend payments 
t o  shareholders, including analysis  of t h e  relat ionship of these 
r a t e s  t o  other i n t e re s t  r a t e s  generally prevail ing i n  t h e  country, 
especial ly  f o r  comparable types of c r ed i t .  

t c. Adequacy of t h e  pro jec t  r a t e  spread t o  serve as ,  and other  
measures t o  be taken t o  provide, a hedge against  l o s ses  due t o  any 
ant ic ipated inf la t ion .  

TRANS. MEMO NO. 

d. Provision f o r  reserves against  ant ic ipated losses.  

3:43 

e. The extent t o  which government subsidies  w i l l  o f f se t  t h e  
foregoing costs .  

EFFECTIVE D A T E  

C. Relationship of t he  Ac t iv i t i e s  of t h e  Ins t i t u t ion  
Actual and/or Projected t o  t h e  Country's Overall 
Economic and Sector Development Requirements 

PAGE NO. 

September 30, 1982 

1. Present and projected demand within t h e  country f o r  t h e  type of 
c red i t  t o  be o f f e r a  by t h e  applicant. This should include data  
showing with respect t o  t h e  sec tor  or  s ec to r s  i n  which the  applicant 
w i l l  operate t h e  following: 

4A-3 

a. Investment over t h e  past  several  years; 

b. Estimated required annual investment over t h e  next f i v e  
years;  and 

c. Scope and extent of operations of other intermediate c r e d i t  
i n s t i t u t i o n s  and comnercial banks i n  the  country. 

D. Estimated Results of Proposed Financing 

1. Anticipated contr ibut ion t o  development of both t h e  country and 
the  sec tor  o r  s ec to r s  within which the  applicant w i l l  operate. 

2.  Relation t o  t h e  ove ra l l  development of program of such country. 

3. Anticipated e f f ec t ,  i f  any, on t h e  foreign exchange pos i t ion  of 
such country. u 4. Other relevant informat ion and background. 



5. How w i l l  rollover funds be utilized and what restrictions, if  
any, w i l l  exist regarding their use. 

PAGE NO. 
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E. Operations Projection 

Pro forma operating statements covering the f i r s t  five years of 
operation following receipt of A I D  funds, showing interest charges, 
interest payments, operating expenses, projected annual net profit 
and proposed distribution thereof, and indicating any special factors 
known to or anticipated by the applicant, that may affect the 
projections. 

EFFECTIVE DATE 

September 30, 1982 

F. Other Sources of Financing 

The application should describe any prior attempts by applicants to  
obtain credit from other public and international lending agencies or 
private financing sources, including stock subscriptions, and the 
terms, if  any, on which such capital is or may be available. The 
applicant should describe any role that a foreign government or 
governmental agency or any international or private institution, such 
as the IBPJ), IDA, IFC or IDB, or an Edge Act corporation has played 
i n  the establishment and/or operation of the institution. 

TRANS. MEMO NO. 
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G . Documentat ion 

AID HANDBOOK 3, 4~ 

I n  addition t o  the documents and pro forma statements outlines 
required above, the applicant should submit any other pertinent 
material supporting the application or bearing on the institution 
which is necessary for a complete understanding of the information 
furnished or of the applicant's purposes, sponsorship, history and 
plans. 



APPENDIX 48 

AID HANDBOOK 3 ,  App 4B 

PROCEDURES FOR PVOs ON OPERATIONAL PROGRAM GRANTS (OPGs) 

Major Steps 
i n  

Pl anni ng and Imp1 ementFg Devel opment P r o j e c t s  

I TRANS.  MEMO NO. 
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These procedures are based on the  Guidel ines Governing Funding f o r  
P r i v a t e  and Voluntary Organizat ions i n  Connection w i t h  Cevelopment 
Assistance Under t h e  Foreign Assistance Program. 

. Ea r l y  Consu l ta t ion  

EFF E C T l V E  D A T E  

September30, 1982 

PVOs are advised t o  consu l t  w i t h  t h e  appropr ia te  A I D  Miss ion  o r  
Geographic Bureau i n  AID/W be fore  prepar ing  a  p r o j e c t  proposal.  A 
dec i s ion  w i l l  be made a t  t h i s  stage as t o  whether t h e  proposal  i s  
appropr ia te  f o r  g ran t  o r  c o n t r a c t  f i n a n c i n g  and t h e  o f f i c e  which w i l l  
have a c t i o n  r e s p o n s i b i l i t y .  A d iscuss ion  o f  t h e  f o l l o w i n g  elements 
should be inc luded:  

PAGE NO. 
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1. Discussion o f  development a c t i v i t y  t o  be undertaken, i n c l u d i n g  
t h e  development problems t o  be addressed and what impact t h i s  
a c t i v i t y  w i l l  have on t h e  r e s o l u t i o n  o f  these problems. Review of 
a l t e r n a t i v e s  which have been o r  should be considered t o  meet t h e  
p r o j e c t  problem. 

2. I n d i c a t i o n  o f  t h e  major b e n e f i c i a r i e s  o f  t h e  p r o j e c t  w i t h  
p a r t i c u l a r  re fe rence t o  t h e  poores t  m a j o r i t y  w i t h i n  t h e  r e c i p i e n t  
country .  

3. P re l im ina ry  i n d i c a t i o n  of hos t  coun t r y ' s  i n t e r e s t  i n  t h i s  
a c t i v i t y .  

4. Background in fo rmat ion ,  s tudies,  o r  analyses t h a t  have been done 
o r  may be needed i n  p repa r ing  a  p r o j e c t  proposal.  Resources requ i red  
by t h e  PVO f o r  any a d d i t i o n a l  s tudy and whether these are  ava i l ab le .  

5. A  rough es t imate  o f  probable t o t a l  cost ,  i n c l u d i n g  AID fund ing  
as a  separate item, and t ime  p e r i o d  f o r  p r o j e c t  p repa ra t i on  and 
implementat ion w i t h  an o u t l i n e  of major  i n p u t s  contemplated. ( I f  
requested, AID w i l l  p rov ide  t h e  PVO w i t h  some i n d i c a t i o n  o f  AID 
fund ing  a v a i l a b i l i t y  and o f  pe r iods  d u r i n g  t h e  yea r  where AID'S 
workload i s  ap t  t o  be l i g h t e r . )  

Where t h e  PVO o r g a n i z a t i o n  proposing t h e  p r o j e c t  has n o t  p r e v i o u s l y  
done so, i t  w i l l  be expected t o  p rov ide  statements s u b s t a n t i a t i n g  
t h a t :  



- - t h e  purpose of t h e  PVO i s  p h i l a n t h r o p i c  o r  s e r v i c e  i n  nature, 
t h a t  i t  i s  nonpro f i t ,  n o n p o l i t i c a l ,  nongovernment, and n o t  a  
u n i v e r s i t y ,  p r i m a r i l y  an educat iona l  i n s t i t u t i o n ,  o r  a  research 
organ iza t ion .  

PAGE NO. 
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-- i t  possesses needed managerial competence f o r  p lann ing  and 
c a r r y i n g  o u t  t h e  proposed development ass is tance p r o j e c t  and t h e  
a b i l i t y  t o  p r a c t i c e  m u t u a l l y  agreed upon methods o f  
a c c o u n t a b i l i t y  f o r  funds and o t h e r  assets prov ided by U.S. 
taxpayers. 

Both U.S. and indigenous PVOs w i l l  be considered as p o t e n t i a l  OPG 
r e c i p i e n t s .  For t he  convenience of t he  PVOs, i t  has been agreed t h a t  
t h e i r  consu l ta t i ons  may take p lace  and t h e i r  proposals be presented 
t o  e i t h e r / a r  bo th  the  f i e l d  o f f i c e  of AID i n  the  coun t r y  where the  
p r o j e c t  would be c a r r i e d  out ,  o r  t o  t h e  Geographic Bureau of A13 i n  
Washington. khen t h e  PVO approach i s  made i n  Washington, A I D / \  w i l l  
c o n s u l t  the  f i e l d  posts. PVO contac t  w i t h  A I D  f i e l d  pos ts  i s  
adv isab le  when t h e  PVO does have rep resen ta t i ves  i n  t he  f i e l d .  

I EFFECTIVE DATE 

September 3 0 ,  1982 

In fo rma t ion  on suggested contac ts  i n  AID/W f o r  PVOs i s  p rov ided as 
Attachment A t o  t h i s  paper. The respons ib le  Bureau w i l l  des ignate a  
P r o j e c t  O f f i c e r  e a r l y  i n  t h e  cons ide ra t i on  of each p r o j e c t  who w i l l  
have con t i nu ing  r e s p o n s i b i l i t y  f o r  A I D  a c t i o n  concerning i t. 

B. The O ~ e r a t i o n a l  Grant P r o ~ o s a l  

TRANS. MEMO NO. 
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An o u t l i n e  has been prepared t o  a s s i s t  PVOs i n  p repar ing  p r o j e c t  
proposals. It i s  prov ided as Attachment B t o  t h i s  paper, and i s  
intended t o  d e l i n e a t e  the  content  and o rgan iza t i on  o f  t h e  proposal. 

AID HANDBOOK 3, App 4B 

It w i  11 be u s e f u l  t o  a1 1  p a r t i e s  i n t e r e s t e d  i n  t he  p r o j e c t  by 
summarizing t h e  ana lys i s  and p lann ing  which t h e  PVO has done i n  o rder  
t o  assure t h a t  proposed expendi tures w i l l  indeed r e s u l t  i n  t h e  
planned accomplishment w i t h i n  the  s p e c i f i e d  p e r i o d  of t h e  p r o j e c t .  A 
r u l e  o f  reason should apply i n  us ing  the  o u t l i n e ,  p r o v i d i n g  a l l  
i n fo rma t ion  which i s  s u b s t a n t i a l l y  r e l e v a n t  t o  t h e  proposal  i n  a  
concise fashion.  

PVOs may submit desc r i  p t i o n s  o f  t h e i r  design and e v a l u a t i o n  systems 
t o  AID/W i f  they  f e e l  t h e i r  systems meet t he  substance o f  Attachment 
0. AID w i l l  rev iew such systems and may accept t h e  PVOs own forms - 
f o r  submission o f  OPG proposals t o  AID. I n  any case t h e  d a t a  
presentea i n  Attachment B s h a l l  be used by AID as i t s  a n a l y t i c  
standard i n  j udg ing  OPG proposals. 

The PVO may o b t a i n  counsel and access t o  a v a i l a b l e  background 
i n f o r m a t i o n  and s tud ies  f rom AID. However, responsi b i  1 i t y  f o r  
p repar ing  t h e  sub jec t  proposal  i s  e n t i r e l y  t h a t  o f  t h e  PVO. 



PVOs a l s o  may assoc ia te  w i t h  t h e  r e g u l a r  AID p r o j e c t  e f f o r t s  as 
co-donors o r  imp1 ementi ng agents. 

AID HANDBOOK 3 ,  App 4B 

A I D  P r o j e c t  Review 

It does n o t  seem f e a s i b l e  t o  develop a  standardized procedure f o r  a l l  
A I D  bureaus owing t o  t h e  bureaus'  d i f f e r i n g  views o f  t h e i r  
r e l a t i o n s h i p  w i t h  PVOs and t h e i r  own i n t e r n a l  p r o j e c t  paper rev iew 
and apprcval  mechanisms. 

TRANS. MEMO NO. 
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:4easurer have been found, however, t o  acce le ra te  i n i s  process and t o  
improve ~:ornmunications w i t h  PVOs du r ing  the  p r o j e c t  i n i t i a t i o n  and 
r e v i e k  ~ e r i o d .  Nevertheless, a  number o f  f a c t o r s ,  i n c l u d i n g  t h e  need 
f o r  exchanges between AID/'id and f i e l d  posts (e.g., sn PID 
e q u i v a l - n t s ) ,  p o s s i b l e  need f o r  supplementing t h e  proposal,  as we11 
as t h e  -5ed f o r  respons ib le  review, w i l l  impose a  w a i t i n g  p e r i o d  f o r  
t h e  AID response even though a c t i o n  i s  taken exped i t i ous l y .  
General l;, a minimum response p e r i o d  of s i x t y  t o  n i n e t y  days should 
be expectsa a f t e r  p resen t i ng  an adequate p r o j e c t  proposal.  

The P r o j e c t  O f f i c e r  w i l l  i n i t i a t e  and exped i te  AID cons ide ra t i on  o f  
t h e  p r o j e c t  proposal.  OPG proposals may be submit ted s imu l taneous ly  
t o  t h e  app rop r ia te  USAID and geographic bureau t o  min imize t h e  t i m e  
invo l ved  i n  communicating between AID/W and t h e  f i e l d ;  no ac t ion ,  
however, w i l l  be taken by AID/W w i t h o u h  a  recommendation f rom the  
USAID. The P r o j e c t  O f f i c e r  w i l l  be respons ib le  f o r  c o n s u l t i n g  t h e  
PVO as e a r l y  as p o s s i b l e  i f  quest ions  ar ise ,  p r e f e r a b l y  by sha r ing  
copies o f  i ssues  papers o r  cab le  t r a f f i c  w i t h  USAIDs. The PVO may be 
asked t o  meet w i t h  t h e  AID P r o j e c t  Comnittee and w i l l  be advised 
prompt ly  by t h e  P r o j e c t  O f f i c e r  o f  t h e  program d e c i s i o n  reached. I n  
t h e  event  o f  d isapprova l  , t h e  P r o j e c t  O f f i c e r  w i  11 be respons ib le  f o r  
adv i s ing  t h e  PVO o f  t h e  reasons f o r  t h e  act ion.  

EFFECTIVE DATE 

September 30, 1982 

Nego t ia t i on  o f  t h e  Opera t iona l  Program Grant 

- 
PAGE NO. 
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Subsequent t o  AID program approval, a  Grant O f f i ce r  i s  designated 
f rom t h e  AID/W Contract Management S t a f f  o r  t h e  AID f i e l d  pos t  (see 
P r o j e c t  O f f i c e r s  Guidebook, June 1980, f o r  d e t a i l s ) .  The Grant 
O f f i c e r  has r e s p o n s i b i l i t y  f o r  n e g o t i a t i n g  t h e  g r a n t  agreement and 
making any b ind ing  promise o r  o b l i g a t i o n  f o r  t h e  Government. 
Separate i n f o r m a t i o n a l  ma te r i  a1 i s  avai  1  ab le  on t h e  bas i c  p r o v i s i o n s  
o f  grants, which are  s imp ler  than customary c o n t r a c t  documents i n  
r e c o g n i t i o n  o f  t h e  d i f f e r e n t  r e l a t i o n s h i p  which e x i s t s .  To a v o i d  
l a t e r  c o n f l i c t ,  these documents should ensure t h a t  subsequent p r o j e c t  
implementat ion and e v a l u a t i o n  ac t i ons  w i l l  acknowledge any r e v i s i o n s  
i n  AID standard procedures. The Grant O f f i c e r  w i l l  accept PIO/Ts and 
beg in  t o  prepare t h e  g ran t  agreement imnedi a t e l y  a f t e r  t h e  p r o j e c t  
has been author ized.  



E. Report ing and Consu l ta t ion  on Proqress 
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I n  accordance w i t h  t h e  Grant Agreement, t h e  PVO  ill prepare and 
submit t o  AID p e r i o d i c  r e p o r t s  i n d i c a t i n g  progress aga ins t  t he  
implementing p l a n  o u t l i n e d  i n  t h e  p r o j e c t  proposal and p r o v i d i n g  an 
account ing o f  OPG funds expended. Wi th  regard t o  t h e  fo rmat  and 
schedul ing o f  program r e p o r t i n g ,  f u l l  cons ide ra t i on  should be g iven 
t o  t h e  PVO1s own r e p o r t i n g  systems. I n  accordance w i t h  t h e  
requirements o f  OMB C i r c u l a r  A-1 10 (Attachment G) AID grantees r e p o r t  
f i n a n c i a l  s t a t u s  on Form SF-269, "F inanc ia l  S ta t ! i s  Report ," and when 
funds are  advanced, a l s o  on t h e  SF-272, "Report :f Federal Cash 
Transactions," ana SF-270, "Request f o r  Aavance :lr Reimbursement." 
These w i l l  be submit ted i n  accordance w i t h  the  ? r a n t  agreement. 

F. Eva lua t ion  and Aua i t  

EFFECTIVE DATE 

September 30, 1982 

Attachment B, t he  o u t l i n e  o f  p r o j e c t  proposal,  seeks PVO p r e s e n t a t i o n  
o f  mon i to r i ng  and eva lua t i on  plans. It i s  a n t i c i p a t e d  t h a t  t h e  PVO 
w i l l  i t s e l f  p rov ide  f o r  mon i to r i ng  progress i n  implementation. 

Because of AID'S r e s p o n s i b i l i t y  f o r  e f f e c t i v e  use o f  p u b l i c  funds, i t  
expects t h a t  eva lua t i ons  o f  p r o j e c t s  funded by AID w i l l  be r e g u l a r l y  
conducted. Normally, r e g u l a r  eva lua t i ons  w i l l  be conducted by t h e  
PVO and hos t  count ry  and/or t h e  counterpar t  o r  coopera t ing  
organ iza t ion .  I n  some circumstances, however, AID and/or a  t h i r d  
p a r t y  may want t o  p a r t i c i p a t e  as a  team member i n  c e r t a i n  
evaluat ions.  This  should be agreed upon a t  t h e  t ime  t h e  g ran t  o r  
amendment t h e r e t o  i s  negot ia ted  and should be conta ined i n  t h e  
agreement. I n  a l l  cases, AID should be prompt ly  p rov ided w i t h  cop ies  
o f  a l l  eva lua t ions ,  i n c l u d i n g  da ta  upon which e v a l u a t i o n  f i n d i n g s  are  
based, o f  OPG p r o j e c t s  i t  supports.  The c o s t  o f  m o n i t o r i n g  and 
eva lua t i on  a c t i v i t y  c a r r i e d  o u t  i n  connect ion w i t h  t h e  p r o j e c t  s h a l l  
be e l i g i b l e  f o r  f i n a n c i n g  under the  p r o j e c t .  

TRANS. MEMO NO. 
3:43 

I n  add i t ion ,  a u d i t s  w i l l  be conducted a t  reasof iable i n t e r v a l s  i n  
accordance w i t h  t h e  g ran t  agreement. 
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Suggested PVO Contacts Overseas 

Primary con tac t  i n  f i e l d  posts should normal ly  be made w i t h  t h e  USAID 
o f f i c e  charged w i t h  r e s p o n s i b i l i t y  f o r  PVO a f f a i r s ,  i f  known. I f  
not ,  p r imary  con tac t  should be made w i t h  t h e  USAID D i r e c t o r  o r  AID 
A f f a i r s  O f f i c e r  o r  t h e i r  program o f f i c e r .  

TRANS.  M E M O  NO.  
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Washi naton 

PYO's can contac t  t h e  appropr ia te  Regional Bureau O f f i c e ,  l i s t e d  
below, t o  determine the  c u r r e n t  pr imary con tac t  p o i n t  a t  H i ss ions  i n  
t h e i r  region.  

E F F E C T I V E  D A T E  
September 30, 1982 

Bureau f o r  Food and ' / 2 ? s ~ t a r y  Assistance 
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The s t a f f  o f  t h e  O f f i c e  o f  P r i v a t e  and Voluntary Cooperation, which 
has respons ib i  1 i t y  f o r  Development Program Grants, w i  11 serve as a 
f o c a l  p o i n t  f o r  general i n q u i r i e s  where PVOs are n o t  f a m i l i a r  w i t h  
AID organ iza t ion .  

Bureau f o r  A f r i c a  

Primary con tac t  should be w i t h  the  AID count ry  desk o f f i c e r ( s ) .  For 
f u r t h e r  he lp  and in fo rmat ion ,  contac t  t h e  O f f i c e  o f  Development 
P l  anning. 

Bureau f o r  As ia  

Primary con tac t  should be made w i t h  t h e  O f f i c e  o f  Development 
Planning. 

Bureau f o r  L a t i n  h e r i  ca 

Primary con tac t  should be w i t h  t h e  O f f  i c e  o f  Development Planning 
and w i t h  t h e  Country Desk O f f i c e r ,  i f  appropr iate.  

Bureau f o r  Near East 

Pr imary con tac t  should be made w i t h  t h e  O f f i c e  o f  Technical Support 
and o r  w i t h  t h e  appropr ia te  coun t r y  desk o f f i c e r s .  

Bureau f o r  Science and Technoloqy 

Primary c o n t a c t  should be w i t h  t h e  Bureau Program Office. 

Bureau f o r  Proqram and Manaqement Serv ices 

Primary con tac t  should be w i t h  the  i n d i v i d u a l  g ran t  o f f i c e r  i n  t h e  
O f f i c e  o f  Contract Management. 



ATTACHMENT B 

PAGE NO. 

4B-6 

Operat ional  Program Grant (OPG) Proposal o u t l i n e  

P r o j e c t  T i t l e :  Tota l  OPG Request: 

EFFECTIVE DATE 

September 30, 1982 

P r o j e c t  Locat ion: 

PVO Name and Locat ion:  

TRANS. MEMO NO. 
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Centra l  Headquarters: 

AID HANDBOOK 3 ,  App 4B 

Contact Person : 

Date o f  Submission t o  A I D :  

A. P r o j e c t  Purpose and Desc r ip t i on  

- Describe p r o j e c t  purpose and t a r g e t  group of b e n e f i c i a r i e s .  

- General d e s c r i p t i o n  o f  p r o j e c t .  

- Condi t ions expected a t  end o f  p r o j e c t .  

B. P r o j e c t  Background 

- H i s t o r y  o f  proposal development i n c l u d i n g :  problems and 
development o b j e c t i v e s  addressed c i t i n g  any r e l e v a n t  s tud ies .  

- B r i e f l y  descr ibe  your  p r i o r  experience i n  p r o j e c t  and r e l a t e d  
area. 

- Host count ry  a c t i v i t y  i n  pro ject /program areas - past ,  present,  
and proposed. 

P r o j e c t  Ana lys is  

1. Statement o f  t h e  economic e f f e c t s  o f  t he  p r o j e c t  (a )  on i t s  
major  in tended b e n e f i c i a r i e s ,  (b )  on r e l a t e d  groups, and ( c )  the  
p o t e n t i a l  t o  reach l a r g e  numbers o f  people a t  low per  c a p i t a  cost .  
Such e f f e c t s  cou ld  i nc lude  such d e s i r a b l e  purposes as i ncreased 
i ncome and employment ; enhanced j o b  o p p o r t u n i t i e s  through 3 



encouragement of l abo r - i n tens i ve ,  low-cost systems of p roduc t i on  
andservices; improved 1  i t e r a c y ;  and b e t t e r  forms o f  educat ion  and 
t r a i n i n g  t o  he lp  people q u a l i f y  f o r  oppor tun i t i es .  I n  i t s  rev iew o f  t h e  
proposal, A I D  w i l l  be comparing t h e  b e n e f i t s  o f  t h e  p r o j e c t  w i t h  the  c o s t  
o f  t h e  proposed e f f o r t .  To t h e  e x t e n t  t h e  PVO can apply i n f o r m a t i o n  t o  
a s s i s t  t he  comparison, rev iew o f  t h e  proposal  w i  11 be f a c i  1 i t a t e d .  

AID HANDBOOK 3 ,  App 4B 

2. Statement o f  t h e  technology t o  be used and i t s  appropriateness, and 
t h e  a b i l i t y  o f  t he  implementing o r g a n i z a t i o n  and b e n e f i c i a r i e s  t o  u t i l i z e  
t h a t  technolog]. This  would a l s o  i n c l u d e  an examinat ion o f  a v a i l a b l e  
appropr i  a t e  manpower, o the r  i nputs, market oppor tun i t i es ,  de l  i very  
f a c i l i t i e s ,  and o the r  poss ib le  p r o j e c t  c o n s t r a i n t s ,  and methods t o  
overcome them. 

3 .  Statement o f  p e r t i n e n t  s o c i o c u l t u r a l  f a c t o r s  and implementing agency 
environment. Describe and assess impact o f  p r o j e c t  on s o c i o c u l t u r a l  
t r a d i t i o n s  and values. P a r t i c u l a r  a t t e n t i o n  should be g iven t o  t h e  r o l e  
o f  women and t h e  impact o f  t h e  p r o j e c t  on women. This  s e c t i o n  should 
a l so  address, as appropr iate,  t he  degree t o  which the  p r o j e c t  
s t rengthens:  h o s t  coun t r y  o r  l o c a l  c a p a b i l i t y  i n  p r o v i s i o n  o f  se rv i ces  
which h e l p  t h e  poorest  m a j o r i t y  of people t o  experience b e t t e r  d i e t s ,  
b e t t e r  h e a l t h  and c h i l d  care, more manageable f a m i l y  s ize ,  ne t  employment 
and improved purchasing power; and c o n t r i b u t e s  t o  i nc reas ing  product ion,  
processing, n u t r i t i v e  va lue  and d i s t r i b u t i o n  o f  food. I n d i c a t e  whose 
i n t e r e s t  w i l l  be harmed by t h e  p r o j e c t  and whether t h e i r  o p p o s i t i o n  may 
be c r i t i c a l .  

I TRANS.  M E M O  NO. 

3:43 

4. Statement o f  ~ r o j e c t  relations hi^ t o  o t h e r  cons ide ra t i ons  i n  t h e  

- d i rec tness  o f  p r o j e c t  impact upon people who c o n s t i t u t e  the  
poores t  m a j o r i t y  and are o f t e n  beyond t h e  reach o f  p u b l i c  
serv ices .  

EFFECTIVE D A T E  

September 30, 1982 

- t i e  i n ,  i f  any, w i t h  o t h e r  programs which assure 
complementary e f f o r t s  ( o r  p lans  t o  do so).  
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- p o t e n t i a l  f o r  p r o j e c t  t o  spread t o  l a r g e r  numbers o f  people 
over  an extended p e r i o d  o f  t ime  and how t h i s  should b e s t  
come about. 

- p o t e n t i a l  f o r  wide-scale a p p l i c a t i o n  o f  t h e  p r o j e c t  based 
on domestic resources. 

5.  Presenta t ion  o f  a  r e a l i s t i c  p l a n  showing t h a t  t h e  proposed a c t i v i t y  
has a  reasonable chance t o  be i n s t i t u t i o n a l i z e d  w i t h  domestic resources. 
Th i s  should i n c l u d e  t r a i n i n g  of l o c a l  s t a f f  t o  assume a1 1  p r o j e c t  



r e s p o n s i b i l i t i e s  by t h e  t ime  donor supportterminates. An impor tant  
component t o  t h e  i n s t i t u t i o n a l i z a t i o n  i s  t h e  means by which f i n a n c i n g  
w i l l  become a v a i l a b l e  t o  make t h e  a c t i v i t y  independent o f  e x t e r n a l  donor 
f i nanc ing ,  normal ly  s t a r t i n g  w i t h  s u b s t a n t i a l  l o c a l  support a t  t h e  ou tse t  
o f  t h e  p r o j e c t  t o  assure l o c a l  i n t e r e s t  and p a r t i c i p a t i o n .  
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D. P ro jec t  Design and Imp1 ementat i  on 

1. Implementation P l  an 

- a d e s c r i p t i o n  o f  how the  p r o j e c t  w i  11 be c a r r i e d  out,  and 3 

EFFECTIVE DATE 

September 30, 1982 

whether o r  n o t  subgrants o r  con t rac ts  w i l l  be made. 

- how t h e  PVO p lans  t o  p rov ide  f o r  t e c h n i c a l  assistance; 
i.e., through the  use o f  volunteers, p a i d  s t a f f ,  and/or 
consul tants,  t h e  use o f  commodities, e t c .  

TRANS. MEMO NO. 

3:43 

- bas ic  assumptions about t h e  a v a i l a b i l i t y  and PVO management 
o f  resources. 

1 
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- proposed disbursement and procurement procedures, and 
re1 ated con t ro l s .  

- a schedule o f  a c t i o n s  reau i red .  t h e i r  t i m i n s  and 
i n t e r r e l a t i o n s h i p ,  and t h e  p o i n t s  o f  responsi b i  1 i ty  f o r  
c a r r y i n g  them out.  

- a d e s c r i p t i o n  o f  how t h e  PVO in tends t o  moni to r  t h e  
above-descri bed implementat ion p l  an. 

- any waivers o f  AID r u l e s  and r e g u l a t i o n s  necessary f o r  t h e  
good conduct o f  t h e  p r o j e c t  and which can be foreseen 
should be inc luded i n  t h e  OPG proposal. Considerable 
e f f o r t  can be saved i f  t h e  waivers are j u s t i f i e d  a t  t h e  
e a r l i e s t  poss ib le  time. Normally, i t  w i l l  be expected t h a t  
AID-supported p r o j e c t s  can be conducted w i t h o u t  waivers; 
however, Annex 1 i s  a l i s t i n g  of t h e  more t y p i c a l  

3 
waiverable i tems as w e l l  as t h e  circumstances and 
procedures t o  e f f e c t  t h e  waiver. 

2. Measurement and Eva luat ion  o f  P r o j e c t  Accomplishment 

The proposal should c o n t a i n  a schedule of planned accomplishment, 
g i v i n g  t a r g e t  dates, da ta  as t o  c o n d i t i o n s  a t  s t a r t  o f  p r o j e c t ,  and 
as expected a t  p e r i o d i c  i n t e r v a l s  u n t i l  p r o j e c t  ends. Th is  schedule 
o f  accomplishment i s  d i s t i n c t  from t h e  schedule of implementat ion 
a c t i o n  above i n  t h a t  i t  enumerates t h e  development changes t o  be 
achieved (us i  ng measurable i n d i c a t o r s  where poss ib le )  r a t h e r  than t h e  
appl i c a t i o n  o f  resources and e f f o r t .  The proposal must a l s o  c o n t a i n  
a p l a n  f o r  t h e  p e r i o d i c  eva lua t ion  o f  t h e  p r o j e c t ' s  accomplishments. 



The PVO i s  respons ib le  f o r  t he  conduct o f  a l l  eva lua t ions .  Because 
eva lua t i on  as p r a c t i c e d  by A I D  i s  u n f a m i l i a r  t o  some PVO's, Annex 2  
i s  a  somewhat a m p l i f i e d  statement on the  eva lua t i on  standards AID has 
es tab l i shed  f o r  OPG proposals. 
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E. F inanc ia l  P lan 

Budgets should be c a l c u l a t e d  by est imated c o s t  per  g iven p e r i o d  o f  

I/ time (year  o r  h a l f - y e a r )  f o r  t he  e n t i r e  l i f e  o f  t h e  p r o j e c t  i t s e l f ,  
n o t  o n l y  t he  cos ts  o f  t h e  o r g a n i z a t i o n  undertak ing t h e  p r o j e c t .  - 
Costs are  def ined as accrued value o f  goods/services as they  a r e  
procured (goods) o r  a c t u a l l y  performed (se rv i ces )  o r  used up. This  
should n o t  be confused w i t h  disbursements (payment o f  b i  11 s) . 

I TRANS. MEMO NO. 

3:43 

1. The budget breakdown should accord w i t h  the  f o l l o w i n g  a p p l i c a b l e  
components. A l l  s o u r c s  o f  funds, i n c l u d i n g  AID, should be shown 
separa te ly  and i d e n t i f i e d  w i t h i n  each major c o s t  component ( i  .e., 1, 
2, 3, 4 ) :  

EFFECTIVE D A T E  

September 30, 1982 

a. Personnel Costs ( i n c l u d i n g  I n d i r e c t  Sa la ry  Costs and 

li 
B e n e f i t s )  i n do1 1  ars  and person+nonths. 

(1 )  U.S. Technicians, e tc .  

(2 )  Thi rd-Country Personne 1  

( 3 )  Local Personnel 

b. T r a i n i n g  Costs ( i  nc lud ing  Transpor ta t ion  and Subsistence) 
by d o l l a r s  and person-months. 

(1 )  T ra in ing  i n  Un i ted  Sta tes  

(2 )  T ra in ing  i n  Th i rd  Countr ies 

(3 )  Local Personnel 

c. Commodity Costs 

(1)  U.S. procured 

(2) Th i rd  Country procured 

(3 )  Local l y  procured 

d. Other Costs (11 l u s t r a t  i v e )  

b ( 1 )  Cost of o f f i c e  and equipment ren ta l s ,  e tc .  



(2) Fuel 

(3 )  Transportat  i o n  Costs 
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(4,) Other Support Costs, i nc 1 ud i ng overhead* 
app l i cab le  t o  the  p r o j e c t .  

2. It i s  a l so  s t r o n g l y  recommended t h a t  d e t a i l e d  budget breakdowns 
be a v a i l a b l e  f o r  nego t ia t i ons  by program a c t i v i t e s ,  f o r  example: 

EFFECTIVE DATE 

September 30, 1982 

a. B u i l d i n g  a c l i n i c  

b. Tra in ing  personnel 

TRANS. MEMO NO. 

c. C l i n i c  opera t ion  

a. Community extension 

F. Condit ions 

1. Evidence t h a t  the  p r o j e c t ' s  requirements f o r  suppor t ive  
resources o the r  than t h a t  requested o f  A I D  w i l l  be ava i l ab le .  

2. E x p l i c i t  evidence of approval of t h e  proposed p r o j e c t  by t h e  
host  count ry  grovernment, i n c l u d i n g  in fo rmat ion  on the  p o i n t  o f  
re ference i n  t h e  host  government. 

G. S t a t u t o r y  Considerat ions 

P r o j e c t  proposals should r e f l e c t  cons ide ra t i on  of appl i c a b l e  
s t a t u t o r y  requirements; i n  p a r t i c u l a r  t h e  f o l l o w i n g  two requirements: 

1. Sect ion 611 of t he  Foreign Assistance Act of 1961, as Amended, 
which i s  app l i cab le  t o  any AID grant  o r  agreement o b l i g a t i n g  i n  
excess of $100,000; 

The wording of these s t a t u t o r y  p rov i s ions  i s  presented below: 

"Sec. 61 1. Completion o f  Plans and Cost Est imates -- 
(a)  No agreement o r  g rant  which c o n s t i t u t e s  an o b l i g a t i o n  o f  
t h e  United Sta tes  Government i n  excess o f  $100,000 under sec t i on  
131 1 o f  t h e  Supplemental Appropr ia t ion  Act, 1955, as amended (31 
U.S.C. 200), s h a l l  be made f o r  any assistance author ized under 
Chapter I o r  p a r t  I, t i t l e  I 1  o f  Chapter 2 of Pa r t  I o r  Chapter 
4 o f  p a r t  I 1  -- 

* It i s  now agency-wide p o l i c y  f o r  AID, if requested, t o  i n c l u d e  overhead 
a t  es tab l ished r a t e s  i n  a r r i v i n g  a t  t h e  t o t a l  c o s t  and AID'S share o f  t h e  
support f o r  OPG1s. Depending upon cost-shar ing arrangements between AID 
and t h e  PVO, AID w i l l  pa a share o f  t h e  overhead on t h e  same bas is  t h a t  1: i t  pays f o r  a share of t ' e  o ther  costs o f  t h e  a c t i v i t y ,  



" (1 )  if such agreement o r  g r a n t  r e q u i r e s  subs tan t i ve  
t e c h n i c a l  o r  f i n a n c i a l  planning, u n t i  1  engineer ing,  
f i n a n c i a l ,  and o t h e r  p lans  necessary t o  c a r r y  o u t  such 
assistance, and a  reasonably f i r m  es t imate  o f  t h e  c o s t  t o  
t h e  Un i ted  Sta tes  Government o f  p r o v i d i n g  such assis tance,  
have been completed; and 
" ( 2 )  if such agreement o r  g r a n t  r e q u i r e s  l e g i s l a t i v e  a c t i o n  
w i t h i n  t h e  r e c i p i e n t  country ,  unless such l e g i s l a t i v e  
a c t i o n  may reasonably be a n t i c i p a t e d  t o  be completed i n  
t i m e  t o  pe rm i t  t h e  o r d e r l y  accomplishment o f  t h e  purposes 
o f  such agreement o r  g ran t .  

TRANS. MEMO NO. 
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" ( b )  Plans requ i red  under subsect ion (a )  o f  t h i s  s e c t i o n  f o r  any 
waiver o r  r e l a t e d  and resource c o n s t r u c t i o n  p r o j e c t  o r  p rosran 
s h a l l  i n c l u d e  a  computat ion o f  bene f i t s  and cos ts  made i n s o f a r  
as p r a c t i c a b l e  i n  accordance w i t h  the  procedures s e t  f o r t h  i n  
t h e  P r i n c i p l e s  and Standards f o r  Planning Water and Related Land 
Resources, dated October 2 5 ,  1973, w i t h  respect  t o  such 
computations. 

" ( c )  To the  maximum ex ten t  p rac t i cab le ,  a l l  c o n t r a c t s  f o r  
c o n s t r u c t i o n  o u t s i d e  t h e  Uni ted Sta tes  made i n  connect ion w i t h  
any agreement o r  g r a n t  sub jec t  t o  subsect ion ( a )  o f  t h i s  s e c t i o n  
s h a l l  be made on a  compe t i t i ve  basis .  

EFFECTIVE DATE 

September 30, 1982 

" (d )  Subsect ion (a )  o f  t h i s  s e c t i o n  s h a l l  n o t  app ly  t o  any 
ass is tance f u r n i s h e d  f o r  t h e  s o l e  purpose o f  p repa ra t i on  o f  
engineer ing,  f i n a n c i a l ,  and o t h e r  plans. 
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" ( e )  I n  a d d i t i o n  t o  any o t h e r  requirements o f  t h i s  sec t ion ,  no 
ass is tance au tho r i zed  under Chapter I o f  p a r t  I, t i t l e  I 1  o f  
Chapter 2 of p a r t  I, o r  Chapter 4 o f  p a r t  I, s h a l l  be fu rn i shed  
w i t h  respect  t o  any c a p i t a l  ass is tance p r o j e c t  es t imated t o  c o s t  
i n  excess o f  $1,000,000 u n t i l  t h e  head o f  t h e  agency p r i m a r i l y  
respons ib le  f o r  admin i s te r i ng  p a r t  I o f  t h e  Act  has rece i ved  and 
taken i n t o  cons ide ra t i on  a  c e r t i f i c a t i o n  f rom t h e  p r i n c i p a l  
o f f i c e r  o f  such agency i n  t h e  count ry  i n  which t h e  p r o j e c t  i s  
l oca ted  as t o  the  capabi 1  i t y  o f  t h e  coun t r y  (bo th  f i n a n c i a l  and 
human resources) t o  e f f e c t i v e l y  m a i n t a i n  and u t i  1  i z e  the  p r o j e c t  
t a k i n g  i n t o  account among o t h e r  t h i n g s  t h e  maintenance and 
u t i l i z a t i o n  o f  p r o j e c t s  i n  such count ry  p r e v i o u s l y  f i nanced  o r  
a s s i s t e d  by t h e  Un i ted  States. 



2. Sect ion  101 o f  t h e  Fore ign  Assis tance and Related Programs 
Approp r ia t i on  Act o f  1979, which a p p l i e s  t o  t h e  c o n s t r u c t i o n  o f  any 
new f l o o d  c o n t r o l ,  rec lamat ion,  o r  o t h e r  water  o r  r e l a t e d  l and  
resource p r o j e c t  o r  program; and 

"Sec. 101. None o f  t h e  funds h e r e i n  appropr ia ted  ( o t h e r  than 
funds appropr ia ted  f o r  ' I n t e r n a t i o n a l  o rgan iza t i ons  and 
programs' ) s h a l l  be used t o  f i nance  t h e  c o n s t r u c t i o n  of any new 
f l o o d  con t ro l ,  rec lamat ion,  o r  o t h e r  water o r  r e l a t e d  l and  
resource p r o j e c t  o r  program which has n o t  met t h e  standards and 
c r i t e r i a  l ~ s e d  i n  de termin ing  t h e  f e a s i  b i  1  i ty  o f  f 1  ood c o n t r o l ,  
rec lamat ion,  and o t h e r  water and r e l a t e d  l a n d  resource programs 
and p r o j e c t s  proposed f o r  c o n s t r u c t i c n  w i t h i n  t h e  Un i ted  Sta tes  
of America under t h e  P r i n c i p l e s  and Standards f o r  Planning Water 

AID HANDBOOK 3, 4~ 

and 2e la ted  Land Resources, dated gctober  25, 1973 
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P V O * ~  - GRANT HANDBOOK CLAUSE WAIVER CONSIDEPATIONS I I 
Yes. The c lause  requires  the  Grantee t o  o b t a i  
wr i t t en  concurrence from the  cognizant tech- 
n i c a l  o f f i c e .  This  requirement i s  based on 
the  need fo r  ambassadors and mission d i r e c t o r s  
t o  be  aware of i nd iv idua l s  t r ave l ing  t o  t h e i r  
a r eas  under t h e  auspices of  AID. ~ h e p r o v i s i o n t  
of t h i s  c l ause  apply only t o  t r a v e l  c o s t s  
which w i l l  be charged d i r e c t l y  aga ins t  A I D  
granted funds.  

HANDBOOK 1, SUPPL. B 
AND HPNDBOOK 13 

Local Procurement 1 See Handbook 18, Chapter 16Blb I 

CAN THE REQUIREMl3NT BE WAIVED? 
UNDER WHAT CIRCUMSTANCES CAN WAIVER AUTHORITY- 

THE REQUIW3MENT BE WAIVED? -r IS VESTED IN: 

I A blanket  waiver could be granted when Blanket Waiver! 
t h e  Grant is made o r  a t  any subsequent Administrator 

LEGAL/ADMINISTRATIVE 
RQMT. DEEZVED FROM: - 

Policy Determination 59 
(Grants Handbook 13, 
para.  4Ela) 

Small Business 
Not i f ica t ion 

Single source ( i . e .  
competition) 

Yes - on a  case-by-case b a s i s .  I t  should be 
noted, however, t h a t  t he  c lause  present ly  
conta ins  s u f f i c i e n t  f l e x i b i l i t y  fo r  normal 
s i t u a t i o n s .  The provis ion regarding small 
business app l i e s  t o  orders /contracts  which 
w i l l  exceed $25.000 and w i l l  be charged 
d i r e c t l y  aga ins t  AID granted funds. 

I 
See Handbook 13, Chapter 1, Para.  103c(6) I 

NOTES: 1. For the  purpose of t h i s  d i scuss ion ,  t he  term PVO does n 
OMB C i r  u l a r  A-21. 

2. Blanket waivers a r e  waivers which cover e i t h e r :  ( i )  a1 
t o  PVOS t 

+--- 
Approval of 

Sub-Grantees/ 
Sub-Contractors 

Typical examples: 
1. Propr ie tary  procurements when no 

s u b s t i t u t i o n  w i l l  s u f f i ce .  
2. Procurement o f  non-interchangeable 

parts/components f o r  replacements 
on e x i s t i n g  equipment. 

3. Procurement of t echn ica l  equipment 
r equ i r ing  s tandardizat ion and 
in t e rchangeab i l i t y  of pa r t s .  

Yes. Approval of t h e  Grant Off icer  is re -  
quired f o r  t h e  placement of subordinate 
agreements which were not included i n  
the  approved Financia l  Plan a t  t h e  time 
of  execution. 

t include Educational I n s t i t u t i o n s  ( i . e .  

g ran t s  with a  p a r t i c u l a r  PVO o r  ( i i )  a  

Blanket Waivers: 
Administrator* 

Grant by g ran t :  
SER/CM 

Blanket Waivers: 
~ d m i n i s t r a t o r *  

Grant by grant :  
SER/CM 

J n i v e r s i t i e s )  which 

a r t i c u l a r  requireme 

Foreign Assistance Act, 
Sect ion 602 

Handbook 13 ,  para 1P.4. 

a r e  covered by 

i t  under a l l  g r a n t s  
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Eva1 u a t i o n  
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The e v a l u a t i o n  process c o n s i s t s  b a s i c a l l y  o f  answering t h e  f o l l o w i n g  
t h r e e  major  quest ions:  

TRANS. MEMO NO. 

3:43 
EFFECTIVE DATE 

September 30, 1982 

-- Has progress toward planned t a r g e t s  been achieved? How has t h i s  
Seen measurea? Have any unplanned r e s u l t s  occur red? 

AID HANDBOOK 3 ,  App 4B 

- - Does t h i s  p r o j e c t  design have con t i nu ing  re levance i n  t h e  l i g h t  
o f  changes over  t ime i n  hos t  coun t r y  c i rcumstances? 

- - What i n t e r n a l  elements o f  p r o j e c t  design ana/or what ex te rna l  
f a c t o r s  caused success o r  f a i l u r e ?  

1. Rout ine Evaluat ions 

Eva lua t ions  should be scheduled on an ep i sod ic  bas is :  t h e y  should be 
t imed t o  prov ide  e v a l u a t i v e  da ta  f o r  implementat ion o f  management 
dec i s ions  as they  r e l a t e  t o  the  p r o j e c t  t a rge ts .  They should draw 
upon progress da ta  r o u t i n e l y  c o l l e c t e d  by the  implementat ion 
personnel and normal ly  should be low cos t  and of s h o r t  dura t ion .  
These eva lua t ions  should be conducted j o i n t l y  w i t h  l o c a l  
counterpar ts .  

2. In-Depth Evaluat ions 

A j o i n t  i n  depth e v a l u a t i o n  should be conducted f o r  every p r o j e c t  a t  
l e a s t  once d u r i n g  implementat ion t o  measure accomplishments t o  date, 
t o  e s t a b l i s h  the  na ture  and impact o f  causal f a c t o r s  and, i f  
appropr iate,  t o  determine the  f u t u r e  d i r e c t i o n s  o f  t h e  p r o j e c t .  

3. J o i n t  Evaluat ions 

J o i n t  eva lua t i ons  as used above means t h e  PVO i n  c o n j u n c t i o n  w i t h  t h e  
coun te rpa r t  o r  cooperat ing o rgan iza t i on  and/or t h e  hos t  country .  
Whi le t h e  PVO has pr imary  r e s p o n s i b i l i t y  f o r  t h e  conduct o f  a l l  
eva lua t ions ,  i n  some circumstances, AID and/or a  t h i r d  p a r t y  may want 



t o  p a r t i c i p a t e  as a team member i n  c e r t a i n  eva lua t ions .  This  should 
be agreed upon a t  t h e  t ime  t h e  g ran t  o r  amendment t h e r e t o  i s  
negot ia ted  and should be inc luded i n  t h e  agreement. I n  any case 
e v a l u a t i o n  p lans should be presented i n  t he  OPG proposal and inc luded 
i n  the  g r a n t  agreement, whenever possib le.  I n  a l l  cases A I D  should 
rece i ve  a copy of t h e  e v a l u a t i o n  repo r t ,  i n c l u d i n g  da ta  upon which 
e v a l u a t i o n  f i n d i n g s  are based, and t h e  dec is ions  ( i f  any) r e s u l t i n g  
therefrom. 
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4. Design and Eva lua t ion  Standards f o r  OPG P r o j e c t s  

E i t h e r  o f  t he  two op t i ons  presented below may be used by PVOs 
submi tt i ng OPG proposal s  : 

TRANS. MEMO NO. 

3:43 

Opt ion ( a )  : Log ica l  Framework M a t r i x  

A I D  i d e n t i f i e s  and i n t e r r e l a t e s  the  major  f a c t o r s  i n  a p r o j e c t  
through the  use o f  a l o g i c a l  framework mat r ix .  If the  PVO e l e c t s  t o  
use t h i s  opt ion,  t h e  m a t r i x  should be attached as p a r t  o f  t he  
proposal. In fo rmat ion  drawn f rom t h e  m a t r i x  should be used i n  
drawing up the  proposal n a r r a t i v e ,  p a r t i c u l a r l y  f o r  Sec t ion  A. (AID 
i s  prepared t o  t r a i n  s t a f f  members o f  PVOs i n  t h e  use o f  the  l o g i c a l  
framework and t o  work c l o s e l y  w i t h  the  PVO t o  prepare the  l o g i c a l  
framework dur ing  the  development o f  t h e  OPG proposal.  The framework 
w i l l  h e l p  those i nvo l ved  i n  t h e  p r o j e c t  design, rev iew and subsequent 
e v a l u a t i o n  o f  t he  p r o j e c t .  ) 

EFFECTIVE DATE 

September 30, 1982 

Opt ion ( b )  : Evaluat ion/Design Elements f o r  PVO P r o j e c t s  
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Since some PVOs are n o t  f a m i l i a r  w i t h  o r  may p r e f e r  n o t  t o  use t h e  
l o g i c a l  framewo'rk, t he  f o l l o w i n g  quest ions may be answered i n  t he  OPG 
proposal i n  l i e u  o f  t h e  m a t r i x :  

1. What i s  t he  l e v e l / s t a t e  o f  development (i.e., base l ine)  a t  
t h e  t ime  t h e  p r o j e c t  i s  launched, e.g., product ion,  income, 
savings, consumption, morb id i t y ,  c a l o r i c / p r o t e i n  in take,  etc.? 

2. What i s  t h e  purpose o f  t h e  p ro jec t ,  i.e., what impor tan t  
problem/def ic iency i s  t h e  p r o j e c t  in tended t o  so l ve?  S t a t e  t h e  
p r o j e c t  purpose i n  terms which a re  s u f f i c i e n t l y  e x p l i c i t ,  f i n i t e  
and v e r i f i a b l e  t o  pe rm i t  subsequent de terminat ion  o f  whether i t  
has o r  has n o t  been achieved. 

3. What are t h e  p recond i t i ons  f o r  ach iev ing  t h e  p r o j e c t  
purpose, i.e., what resource i n p u t s  a re  necessary t o  achieve t h e  
p r o j e c t  purpose and what a re  t h e  i n te rmed ia te  accomplishments 
which must be i n  p lace  i f  t h e  p r o j e c t  purpose i s  t o  be achieved? 



4. What i s  t h e  h ighe r  o rde r  development goal  t o  which t h e  
p r o j e c t  i s  expected t o  c o n t r i b u t e ?  

PAGE NO. 
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5. How i s  i t  intended t o  measure and v e r i f y  progress toward -- 
and accomplishment o f  -- t h e  p r o j e c t  purpose, t h e  h igher  o rder  
development goal, and any i n te rmed ia te  accomplishments? How 
w i l l  t h e  measurement technique t o  be used deal  w i t h  magnitudes, 
t a r g e t  areas/audiences and t a r g e t  dates? 

6. What are  t h e  impor tan t  e x t e r n a l  f a c t o r s  i n  t h e  hos t  count ry  
socio-economic environment which may a f f e c t  t h e  p r o j e c t ?  
Descr ibe these e x t e r n a l  f a c t o r s  as e x p l i c i t l y  as poss ib le ,  
n o t i n g  t h e i r  c r i t i c a l i t y  and a n t i c i o a t ~ d  Seh jv io rs .  

EFFECTIVE DATE 

September 30, 1982 

5. Fundinq o f  Evg lua t ion  and Moni to r ing  

idhere the re  are requirements i o r  c o n s u l t a n ~ s  ana o t h e r  spec ia l  help,  
such cos ts  can be considered f o r  f i n a n c i n g  under the  GPG. 

TRANS. MEMO NO. 
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Guidel ines Governing Funding f o r  P r i v a t e  and Vo lun tary  
Organizat ions i n  Connection w i t h  Development Assis tance 

Under t h e  Foreign Assistance Program 

TRANS. MEMO NO. 

3  :43 

Purpose: The purpose of t h i s  memorandum i s  t o  s e t  f o r t h  g u i d e l i n e s  
t o  be used w i t h i n  A I D  and by p r i v a t e  and vo lun ta ry  o rgan iza t i ons  i n  
c a r r y i n g  ou t  expanded fund ing  and o t h e r  r e l a t i o n s h i p s  between A I D  and 
p r i v a t e  and vo lun ta ry  o rgan iza t i ons  i n  t he  fu r the rance  o f  the  
development ass is tance programs undertaken under Sect ion  103, 104, 
105 and 107 o f  t h e  Foreign Assistance Act. 

D e f i n i t i o n s :  For purposes of these gu ide l ines ,  p r i v a t e  and v o l u n t a r y  
organ iza t ions ,  i n c l u d i n g  cooperat ives, are def ined as f o l  lows: 

EFFECTIVE DATE 

September 30, 1982 

1. U.S. and o t h e r  o rgan iza t i ons  t h a t  a re  p h i l a n t h r o p i c  o r  s e r v i c e  
i n  purpose, non-prof i t ,  n o n - p o l i t i c a l ,  and non-governmental. 
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2. Not i nc luded  a re  u n i v e r s i t i e s  and o t h e r  p r i m a r i  l y  educat iona l  
i n s t i t u t i o n s ,  and research organ iza t ions .  

Back round: C lear ly ,  t h e  use o f  A I D  funding must be aimed a t  
accomp i s  ment o f  t he  o v e r a l l  o b j e c t i v e s  of t h e  Fore ign  Assis tance -57 
Act. S p e c i f i c a l l y ,  development ass is tance funds should be used f o r  
a c t i v i t i e s  t h a t  square w i t h  t h e  bas i c  emphases s e t  f o r t h  i n  t h e  New 
D i r e c t i o n s  Mandate approved by Congress i n  December 1973. A t  va r i ous  
p o i n t s  i n  t h e  s t a t u t e  i t s e l f  and i n  var ious  Congressional committee 
r e p o r t s  r e l a t i n g  t o  t h e  law, Congress i n d i c a t e d  t h a t  emphasis should 
be p laced on: 

1. A s s i s t i n g  1  ess developed count ry  governments and o rgan iza t i ons  
i n  s t rengthen ing  t h e i r  c a p a c i t i e s  t o  f u n c t i o n  more e f f e c t i v e l y  i n  t he  
p r o v i s i o n  o f  p u b l i c  and p r i v a t e  se rv i ces  t o  he lp  t h e i r  people who 
c o n s t i t u t e  t h e  poores t  m a j o r i t y  t o  exper ience b e t t e r  d i e t s ,  b e t t e r  
h e a l t h  and c h i l d  care, more manageable fam i l y  s ize,  c o n s t r u c t i v e  
income-producing work and improved purchasing power. 

2.  I n t e g r a t i n g  women i n t o  t h e  n a t i o n a l  economies o f  t h e i r  
count r ies ,  thus  improving t h e i r  s t a t u s  and a s s i s t i n g  i n  t h e  t o t a l  
development e f f o r t .  



3. Increas ing  product ion,  processing, n u t r i t i v e  va lue  and 
d i s t r i b u t i o n  o f  food. 
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Enhancing o f  j o b  o p p o r t u n i t i e s  f o r  people who c o n s t i t u t e  t h e  poorest  
m a j o r i t y ,  bo th  men and wonien, through encouragenient of 1  abor 
i n tens i ve ,  low cos t  systems o f  p roduc t i on  and serv ices,  improved 
l i t e r a c y ,  and b e t t e r  forms o f  educat ion  and t r a i n i n g  t o  h e l p  these 
people q u a l i f y  f o r  j o b  oppor tun i t i es .  %a 

Guidel ines: AID p o l i c y  recognizes t h e  n a t u r a l  a f f i n i t y  between t h e  
i n t e r e s t s  o f  t he  p r i v a t e  and vo lun ta ry  orqan iza t ions  and t h e  

03 

EFFECTIVE DATE 

September 30, 1982 

Congressional emphases noted above. AID a1 so notes the  growi ng 
i n t e r e s t  o f  p r i v a t e  and vo lun ta ry  o rgan iza t i ons  i n  developing t h e i r  
c a p a c i t i e s  t o  expand t h e i r  development ass is tance a c t i v i t i e s .  A I D  
g ran ts  are in tended t o  a s s i s t  i n  t h i s  e f f o r t  w h i l e  p reserv ing  the  
i d e n t i t y  o f  t he  p r i v a t e  and vo lun ta ry  sec to r .  Accordingly,  the  
gu ide l i nes  apply both t o  (1 )  fund ing  t o  such o rgan iza t i ons  f o r  
c a r r y i n g  o u t  approved programs o r  p r o j e c t s  i n  t he  l e s s  developed 
c o u n t r i e s  ( t o  be known as Operat ional  Grants) and ( 2 )  t o  g ran ts  t o  
s t rengthen the  c a p a c i t i e s  of se lec ted  p r i v a t e  and vo lun ta ry  
o rgan iza t i ons  t o  p l  an, design, manage and eva lua te  development 
programs and p r o j e c t s  ( t o  be known as Management Support Serv ices 
Grants - MSSs). 

Whi l e  AID i s  i nc reas ing  t h e  funds t o  be made a v a i l a b l e  f o r  p a r t i a l  
support o f  expanded development ass is tance a c t i v i t y  by p r i v a t e  and 
vo lun ta ry  organ iza t ions ,  o v e r a l l  f und ing  l i m i t a t i o n s  do n o t  make i t  
poss ib le  f o r  a l l  wor thy organ iza t ions  and p r o j e c t s  t o  be funded. 
Accordingly,  preference i n  t he  making of g ran ts  t o  a p p l i c a n t  
o rgan iza t ions ,  a f t e r  c a r e f u l  rev iew o f  t h e i r  appl i c a t i o n s ,  experience 
and p o t e n t i a l ,  s h a l l  be g iven t o  those o rgan iza t i ons  which have bas i c  
i n t e r e s t s ,  ob jec t i ves ,  development concepts, a c t i v i t i e s  and p lans  
which niost c l e a r l y  meet t he  f o l l o w i n g  guidel ines.  L 

TRANS. MEMO NO. 
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1. The bas i c  t h r u s t  o f  development ass is tance a c t i v i t i e s  should be 
encouragement o f  t h e  c r e a t i o n  o f  l o c a l  mot iva t ions ,  c a p a c i t i e s  and 

3 
e n t i t i e s ,  p u b l i c  o r  p r i va te ,  t o  a c t  mean ing fu l l y  on c r i t i c a l  economic 
and s o c i a l  problems a t  hand. A c t i v i t i e s  t h a t  s imp ly  do t h i n g s  f o r  
developing peoples o f t e n  may n o t  c o n t r i b u t e  much t o  t h e i r  b a s i c  
development . Consequently, encouragement should be g i ven  t o  
development ass is tance a c t i v i t i e s  which i n v o l v e  meaningful  
p a r t i c i p a t i o n  by na t i ona l ,  r e g i o n a l  and community i n s t i t u t i o n s  i n  
d e f i n i n g  t h e i r  mutual problems and goals. This  i nc ludes  t h e i r  
assuming r e s p o n s i b i l i t y  f o r  dev is ing  and opera t ing  l o c a l  mechanisms 
f o r  a c t i n g  on t h e i r  most p ress iqg  problems and t h e  a b i l i t y  t o  c a r r y  
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f o  ward t h e  a c t i v i t i e s  developed from PVO e f fo r t .  Likewise, 
i t ' n v o l v e s  f; encouraging l o c a l  o rgan iza t i ons  i n  dev i s ing  r e a l  i s t i c  
methods and resource a p p l i c a t i o n s  f o r  t he  s o l u t i o n  of t h e i r  problems 
and t h e i r  acceptance of r e s p o n s i b i l i t y  f o r  t a k i n g  meaningful  a c t i o n s  
and f o r  accept ing  the  consequences of a c t i n g  o r  n o t  ac t i ng .  It i s  
expected t h a t  l o c a l  support w i  11 p rov ide  a  reasonable p o r t i o n  of 
p r o j e c t  requirements. 

AID HANDBOOK 3,  4~ 

2. I n  t h e  s p i r i t  of Gu ide l ine  No. 1, and t h e  requirements o f  t he  
bas i c  o b j e c t i v e s  of t h e  Foreign Assistance Act as paraphrased i n  t h e  
background statement of t h i s  paper, p re ference f o r  A I D  support w i l l  
be g iven t o  programs i n  developing c o u n t r i e s  helped by t h e  people of 
t h e  Un i ted  Sta tes  which are d i r e c t e d  to, and show t h e  g r e a t e s t  
promise o f  zee t i ng ,  t h e  most urgent  needs o f  t h e  people who 
c o n s t i t u t e  t h e  poorest  m a j o r i t y  and are  o f t e n  beyond t h e  reach of 
p u b l i c  serv ices .  This would i n c l u d e  s t rong cons ide ra t i on  o f  
capab i l i t y / read iness  of p r i v a t e  and vo lun ta ry  o rgan iza t i ons  t o  work 
i n  arzas of spec ia l  emphasis o r  p r i c r i t y  i d e n t i f i e d  by AID on the  
bas i s  of program requirements i n  areas determined t o  need g rea te r  
a t t e n t i o n  i n  c o u n t r i e s  o r  reg ions  o f  proposed opera t ion .  Assessment 
o f  probable e f f e c t i v e n e s s  w i l l  be based on such f a c t o r s  as the  
f o l l o w i n g :  p o t e n t i a l  f o r  reach ing  l a r g e  numbers o f  people a t  low 
enough per c a p i t a  cos t  t o  be f inanced f rom t h e  resources o f  t h e  
developing c o u n t r i e s  ( p o s i t i v e  q u d i t y  o f  1  i f e )  ; impact on poor 
people (employment inc'ome); c l a r i t y  o f  d e f i n i t i o n  o f  t h e  p a r t i c i p a n t  
group; p lans of t h e  grantee, o r  t i e - i n  w i t h  o t h e r  programs which 
assure complementary e f f o r t s  necessary t o  p rov ide  a  h ighe r  standard 
of 1  i v i n g  t o  t h e  t a r g e t  group; and p o t e n t i a l  i n t e r e s t  and c a p a c i t y  of 
t h e  grantee o r  o the r  o rgan iza t i ons  t o  spread t h e  program t o  l a r g e  
numbers of people over an extended p e r i o d  o f  t ime. 

A d d i t i o n a l  program cons ide ra t i ons  t o  be app l i ed  would i n c l u d e  the  
sound use of resources, p u b l i c  and p r i v a t e ,  s e l e c t i o n  of an 
app rop r ia te  technology f o r  t h e  p r o j e c t  and t h e  p a r t i c u l a r  
circumstances o f  those r e c e i v i n g  assistance, and i n v o l v e  
cons ide ra t i ons  s p e c i f i c  t o  p a r t i c u l a r  l o c a l e s  such as r e g i o n a l  and 
n a t i o n a l  j u r i s d i c t i o n s ,  e c o l o g i c a l  zones, and c u l t u r a l  groups. A l s o  
PVO p a r t i c i p a t i o n  i n  development a c t i v i t i e s  might  be e s p e c i a l l y  
r e l e v a n t  t o  coun t r y  s i t u a t i o n s ,  such as those of  t h e  l e a s t  developed 
count r ies ,  r e q u i r i n g  U.S. ass is tance beyond t h e  scope o f  e x i s t i n g  A I D  
programs. 
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Some i l l u s t r a t i o n s  may be h e l p f u l :  

-- Preference would be f o r  low c o s t  p reven t i ve  h e a l t h  d e l  i v e r y  
systems t a k i n g  i n t o  account t h e  c a p a c i t y  o f  t h e  government 
t o  extend se rv i ces  t o  a  l a r g e  segment o f  t h e  popu la t i on  
over t h e  long term. 

AIDHANDBOOK 3 A 
9 PP 43 

-- Assis tance i n  a g r i c u l t u r a l  p roduc t i on  would need t o  be 
preceded by assurance t h a t  requ i red  suppor t i ve  resources, 
i n c l u d i n g  c r e d i t ,  market ing assistance, storage, ma te r i  a1 s  
and techniques, and t r a n s p o r t  and communication f a c i l i t i e s  
w i l l  be ava i l ab le .  

TRANS. MEMO NO. 
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-- Vocat ional  educat ion f o r  bo th  men and women should be 
l i n k e d  t o  adequate employment oppor tun i t i es .  Rural  
educat ion should r e l a t e  t o  t h e  q o s t  bas ic  needs, such as 
h e a l t h  and a g r i c u l t u r a l  p r o d d c t i o ~ ,  an3 i npu ts  necessary 
f o r  h e a l t h  ana a g r i c u l t u r a l  improvements should be planned 
f o r  by t h e  grantee o r  another  source. 

EFFECTIVE DATE 
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3.  Foreign Assis tance Program funds prov ided t o  p r i v a t e  and 
vo lun ta ry  o rgan iza t i ons  t o  c a r r y  o u t  approved programs and p r o j e c t s  
unaer both types o f  grants, DPG and opera t iona l ,  should be made 
a v a i l a b l e  on a  s p e c i f i c  t ime  basis ,  b u t  w i t h  a  p o s s i b i l i t y  f o r  
con t i nu ing  i n  t h e  same o r  amended form f o r  subsequent f i x e d  per iods.  
Responsible AID and p r i v a t e  v o l u n t a r y  o r g a n i z a t i o n  o f f i c i a l s  a t  t h e  
t ime  a p p l i c a t i o n s  f o r  AID funds are under cons idera t ion ,  and 
p r e f e r a b l y  a t  even e a r l i e r  p o i n t s  i n  de termin ing  LDC needs, should 
develop a  mutual understanding as t o  program o r  p r o j e c t  ob jec t i ves ,  
s t ra teg ies ,  des i red  o r  expected r e s u l t s  i n  agreed-upon t i m e  per iods,  
and eva lua t i on  methods. J o i n t  program rev iews w i  11 be h e l d  a t  
reasonable per iods.  These should lead t o  d e f i n i t e  judgments by 
respons ib le  AID o f f i c i a l s  as t o  whether t h e  programs and p r o j e c t s  o f  
p r i v a t e  and v o l u n t a r y  o rgan iza t i ons  p a r t i a l l y  supported w i t h  AID 
funds have met t h e  agreed-upon goals and remain c o n s i s t e n t  w i t h  these 
gu ide l ines .  

3 
4. Development ass is tance a c t i v i t i e s  normal l y  cannot be expected t o  
s o l v e  t h e  problems o f  t h e  developing count r ies .  A t  best,  t h e  
development agencies, p u b l i c  and p r i v a t e ,  can he lp  i l l u m i n a t e  f o r  
developing coun t r y  governments and groups promis ing  paths toward 
s o l u t i o n  o f  problems. Promising ideas  o r  approaches can be devised 
and tested,  and through t r a i n i n g  and p rac t i ce ,  l o c a l  c a p a c i t i e s  can 
be b l l i  1  t up. I n  time, some o f  t h e  ideas  and approaches may o f f e r  



good p o t e n t i a l  f o r  extended a p p l i c a t i o n  i n  meeting t h e  a c t u a l  needs 
o f  t h e  people who c o n s t i t u t e  t h e  poores t  m a j o r i t y .  C lea r l y ,  
approaches t h a t  r e q u i r e  resources beyond t h e  reasonably expected 
c a p a c i t i e s  o f  t h e  developing c o u n t r i e s  concerned w i  11 have 1  i t t l e  
t r u e  development va lue t o  them. General l y ,  t he re fo re ,  programs and 
p r o j e c t s  helped w i t h  AID funds should, when executed, o f f e r  s o l i d  
p o t e n t i  a1 f o r  wide-scale appl i c a t i o n  i n  t h e  p a r t i c u l a r  developing 
c o u n t r i e s  concerned or.elsewhere, and be suppor tab le  w i t h i n  t h e  
l e v e l s  o f  resources, i n c l u d i n g  s k i l l e d  manpower and funds, t h a t  such 
c o u n t r i e s  might  reasonably expect  t o  have a v a i l a b l e  t o  them f o r  use 
i n  these respects. 

AID HANDBOOK 3, App 4B 

5 .  Gevelopment ass is tance funds f rom A I D  under t h i s  p o l i c y  w i l l  be 
d i r e c t e d  t o  t h e  expansion o f  t he  scope o f  p r i v a t e  and v o l u n t a r y  
o rgan iza t i on  p r o j e c t  a c t i v i t i e s  o f  h i g h  m e r i t  o r  i n i t i a t i o n  o f  new 
p r o j e c t  e f f o r t s  expected t o  b r i n g  about s i g n i f i c a n t  improvement i n  
t he  l i v e s  o f  t he  people who c o n s t i t u t e  the  poorest  m a j o r i t y .  
Provisl:ons o f  A I D  funds are in tended t o  a s s i s t  grantees i n  developing 
added o r  new c a p a c i t i e s  and a c t i v i t i e s  r a t h e r  than s imp ly  t o  supplant  
c u r r e n t  non-AID fund ing  . Innova t i ve  p r o j e c t s  should be encouraged. 

6. 'The ex ten t  o f  p r i v a t e  U.S. support  a v a i l a b l e  over  t ime, whether 
f i n a n c i a l  o r  i n  k ind,  w i l l  be a  cons ide ra t i on  i n  de terminat ions  
a f f e c t i n g  A I D  fund ing  o f  a c t i v i t i e s  which have h igh  subs tan t i ve  
m e r i t .  I n  a d d i t i o n  t o  t h e  aforementioned cons idera t ion ,  i t  i s  
recognized t h a t  t h e  c a p a b i l i t i e s  o f  o rgan iza t i ons  d i f f e r  and may 
r e q u i r e  assessment o f  i n d i v i d u a l  proposals on t h e i r  m e r i t s  and i n  t h e  
con tex t  o f  those c a p a b i l i t i e s .  M o b i l i z a t i o n  o f  p r i v a t e  support  i s  
impor tan t  bo th  as a  demonstrat ion of u n o f f i c i a l  American i n t e r e s t  and 
as a  complement t o  the  severe ly  1  i m i  t e d  appropr i  a t i o n s  ava i  1  able. 
Furthermore, s u b s t a n t i a l  p r i v a t e  support  i s  conducive t o  t h e  
c o l l a b o r a t i o n  among equals t h a t  bo th  AID and t h e  p r i v a t e  and 
vo lun ta ry  o rgan iza t i ons  des i re ,  and he lps  avo id  compromising t h e  
i ndependence o f  t h e  p r i  va te  and vo lun ta ry  organ iza t ions .  

TRANS. MEMO NO. 
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7. P r i v a t e  and vo lun ta ry  o rgan iza t i ons  e x i s t  i n  g r e a t  numbers w i t h  
d i v e r s e  i n t e r e s t s  and capac i t i es .  Given t h e  f i n i t e  l e v e l s  o f  
a v a i l a b l e  resources, s t e a d i l y  r i s i n g  cos ts  and t h e  c o n s i s t e n t  need t o  
b r i n g  a l l  p e r t i n e n t  t a l e n t  t o  bear  on development ass is tance 
problems, t h e r e  w i l l  be i n c r e a s i n g  o p p o r t u n i t i e s  f o r  t h e  l i n k i n g  o f  
separate b u t  r e l a t e d  t a l e n t s .  C lear ly ,  t h e r e  can be g r e a t  va lue  t o  
a l l  concerned i n  t h e  e v o l u t i o n  of processes t h a t  enable p r i v a t e  and 
vo lun ta ry  o rgan iza t i ons  t o  combi ne t h e i r  t a l e n t s  and resources t o  
produce ranges of competence and c a p a c i t y  beyond t h e  p o t e n t i a l  o f  t h e  
c o l l a b o r a t i n g  o rgan iza t i ons  i f  they  each were t o  opera te  alone. AID 
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w i l l  n o t  at tempt t o  impose any p a r t i c u l a r  c o n s o r t i a  requirements. 
However, i n  a  process o f  mutual e x p l o r a t i o n  and encouragement, 
spec ia l  encouragement w i l l  be g i ven  t o  g ran ts  t o  combinat ions o f  
p r i  vate and vo lun ta ry  organ iza t ions ,  i nc lud iqg  mu1 t i  1  a t e r a l  agencies 
and LDC p r i v a t e  o rgan iza t i ons  t h a t  can work o u t  amalgamations o f  
resources and/or d i v i s i o n s  o f  l a b o r  t h a t  w i  11 s t rengthen t h e  
coord ina ted  a p p l i c a t i o n  o f  t h e i r  respec t i ve  resources i n  t h e  c a r r y i n g  
forward of deve lo~ment  ass is tance a c t i v i t i e s .  
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E l i g i b i l i t y  Requirements: Ce r ta in  requirements must be met by any 
p r i v a t e  and vo lun ta ry  o r g a n i z a t i o n  i f  i t  i s  t o  rece i ve  funds f rom 

3 
A I D .  These i n c l u d e  a1 1  a p p l i c a b l e  requirements o f  t h e  Fore ign  
Assistance Act, o t h e r  r e l e v a n t  s ta tu tes ,  and a l l  app l i cab le  Execut ive 
Orders, o r  r u l e s  and r e g u l a t i o n s  governing r e c i p i e n t s  o f  p u b l i c  funds. 

EFFECTIVE DATE 

September 30, 1982 

1. To be e l i g i b l e  f o r  r e c e i v i n g  t h e  ope ra t i ona l  g r a n t  funds, a  
p r i v a t e  and vo lun ta ry  o rgan iza t i on  v u s t  s a t i s f y  A I D  t h a t  i t  possesses 
~ndnageri  a1 competence i n  p lann ing  and c a r r y i n g  o u t  development 
ass is tance programs o r  p r o j e c t s  and t h a t  i t  w i l l  p r a c t i c e  m u t u a l l y  
agreed-upon methods of a c c o u n t a b i l i t y  f o r  funds and o the r  assets 
prov ided by t h e  U.S. taxpayer.  

2. I n  cons ider ing  requests f o r  I n s t i t u t i o n a l  Support Grants A I D  
w i l l  assess whether a p p l i c a n t  o rgan iza t i ons  have t h e  s o l i d  p o t e n t i a l  
o f  developing w i t h i n  a  s u i t a b l e  and m u t u a l l y  agreed-upon per iod,  t he  
managerial competence and methods requ i red  t o  p l a n  and execute 
programs o r  p r o j e c t s  i n  accordance w i t h  t h e  c r i t e r i a  p rov ided i n  t he  
gu ide l i nes  s e t  f o r t h  above. App l i ca t i ons  f o r  DPGs w i l l  r e q u i r e  
s p e c i f i c  i d e n t i f i c a t i o n  o f  bas ic  s t r a t e g i e s  and probable t a r g e t  
count r ies .  

3. Assistance t o  p r i v a t e  and vo lun ta ry  o rgan iza t i ons  w i l l  need t o  
be preceded by assurances t h a t  o t h e r  requ i red  suppor t i ve  resources 
w i l l  be ava i lab le ,  i n c l u d i n g  c o n s i d e r a t i o n  as t o  whether o t h e r  
necessary p recond i t i ons  have been a n t i c i p a t e d  and c o r r e l a t e d  i n  
p l  anni ng the  proposed a c t i v i t y .  3 
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4. P r i v a t e  and v o l u n t a r y  o rgan iza t i ons  t h a t  rece i ve  Foreign 
Assis tance Program funds must be ab le  t o  demonstrate t h a t  t h e i r  
a c t i v i t i e s ,  whether d i r e c t l y  o r  through indigenous agencies, a re  
acceptable t o  host  count ry  governments and t h a t  t hey  have fo rmal  o r  
in formal  acceptance t o  f u n c t i o n  i n  agreed-upon ways and f o r  
agreed-upon purposes w i t h i n  hos t  count ry  j u r i s d i c t i o n s .  

AID HANDBOOK 3 ,  4~ 



5. Because of t h e  v a r i e t y  of programs and l e g i s l a t i v e  
a u t h o r i z a t i o n s  under which g ran ts  are made and administered, i t  i s  
n o t  p o s s i b l e  t o  make sweeping statements as t o  t h e  a p p l i c a b i l i t y  o f  
va r i ous  types o f  l e g i s l a t i v e  r e s t r i c t i o n s  t o  a l l  k i nds  of grants.  
'Therefore, AID w i l l  seek t h e  advice of t h e  General Counsel as t o  what 
i s  r e q u i r e d  f o r  p a r t i c u l a r  types  of g ran ts  when they  are 
contemplated. I n  a d d i t i o n  t o  prudent  management, t h e  f o l l o w i n g  o t h e r  
l e g a l  requi rements are of general a p p l i c a b i l i t y  t o  t h e  f o r e i g n  

L/ ass is tance program and must be g iven cons ide ra t i on  t o  determine 
whether t hey  app ly  i n  each case: 

AID HANDBOOK 3, App 4 B  

a. 1J.S. f l a g  c a r r i e r  preference; 

b. equal o p p o r t u n i t y  ( s e e  A I D  Regu la t ion  9 whjch appl i e s  
s p e c i f i c a l l y  t o  g ran ts ) ;  

TRANS.  M E M O  NO. 
3:43 

c. a v o i d a n c e o f  b e n e f i t  t o o f f i c i a l s ;  

d  . source -o r i g i  n  r e q u i  rements f o r  procurement; 

E F F E C T I V E  D A T E  

September 30, 1982 

e. use of avai  1  ab le  U.S.-owned f o r e i g n  currency;  
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f. f o r  c a p i t a l  ass is tance p r o j e c t s ,  p r i o r  complet ion o f  p lans  
and cos t  es t imates  and AID approval of c o n t r a c t s  and 
con t rac to rs ;  

g. r e s t r i c t i o n s  aga ins t  ass is tance t o  c e r t a i n  count r ies ;  

h. program d e s c r i p t i o n  and l e g a l  commitment on t h e  p a r t  o f  A I D  
s u f f i c i e n t  t o  support  t he  o b l i g a t i o n  of funds; 

i. maintenance of o b j e c t i v e  standards and avoidance o f  
f a v o r i t i s m  i n  t h e  s e l e c t i o n  o f  c o n t r a c t o r s  and grantees. 

b However, apa r t  from t h e  above s t a t u t o r y  requirements, g ran ts  are n o t  
no rma l l y  sub jec t  t o  t he  Federal and A I D  Procurement Regulat ions. 
These r u l e s  and r e g u l a t i o n s  w i l l  be i n t e r p r e t e d  as f l e x i b l y  as 
p o s s i b l e  b u t  s t i l l  must be i n  accordance w i t h  t h e  acceptable 
procedures f o r  t h e  prudent  management o f  p u b l i c  funds. 



Appendix 4C 

There f o l l o w s  below t h e  r e v i s e d  t e x t  o f  AID R e g u l a t i o n  3  e f f e c t i v e  November 
30, 1982, as p u b l i s h e d  i n  t h e  Federa l  R e g i s t e r  on January  21, 1983 (48  F.R. 
2759-2762). 
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INTERNATIONAL DEVELOPMENT 
COOPERATION AGENCY 

Agency lor International Development 

EFFECTIVE D A T E  

November 30, 1982 AID HANDBOOK 3, App. 4C 

22 CFR Part 203 
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Registratlon of Agencies for Voluntary 
Foreign Ald 

AGENCY: Agency for International 
Development, IDCA. 
ACTION: Final mle. 

SUMMARY: This regulation is  being 
amended in its entitety'ta clarify the 
purposes of registratia and to 
emphasize that organizations must be 
private and h t a y  m nature in o d 6  
to be registered. 
EFFECTIVE DATE: November 30.1982 
FOR FURTHER 1YFORMATlON CONTACZ 
Deborah Mace (703) 233-1684 
SUPPLEMEMTARY PlFORMATIOK ~ 
D e c e m k  6.19M. the Agency published 
in the Federal Register (46 FR 60009-WJ 
a proposed revision of Part m. An 
extension of the comment period from 
January 3,1982 lo March 3.1982 wav 
published in the Federal Register on 
February 1,1982 (47 4-38]. 

The agency received comments from 
eighty-five private individual8 a s  well a s  
comments fmm organizations, and AID 
overseas missions. The following 
summarizes the principal comments, and 
actions taken: 

1. Purpose. The statement of purpose 
of 203.1 was amended to indicate that 
the principal purpose of registration is to 
facilitate caoperation between AID end 
the private sector and to indicate that 
registration also serves as e basis for 
computing the amount of funding made 
available to private and voluntary 
organizations (PVOs] and whether a 
PVO meets the twenty percent test of 
section 123(g) of the Foreign Assistance 
Act of 1961, as amended ("FAA"]. 

2. Twenty Percent Test. The proposed 
rule required as a condition of 
registration that twenty percent of 
PVO's overseas program costs be from 
private U.S. sources. However, after 
publication of the proposed rule, section 
123[g] of the FAA became law. The 
twenty percent test of section 123(g) was 
different in several respects from the 
test of the proposed rule and the agency 
extended the comment period to provide 

for comments on the effect of section 
123(gl. 

Almost a11 of the eighty-five comments 
from the general public were directed 
towards the twenty percent test and, 
without exception, were opposed to the 
test of the proposed regulation. 

The requirement for twenty percent 
private funding has been deleted 
completely from the rule. Therefore, the 
twenty percent test is not a condition far 
registration. However. the twenty 
percent tesl of section 123@ of the FAA 
will be used as a condition of eligibility 
for the WOgrant program as  stated in 
8 203.l[e]. The requirements of section 
123(g) are effective on January 1,1985. In 
the intervening period the Agency will 
encourage a progressive phase-in. 

3. Citizenship of Board Members The 
proposed regulation deleted the 
requirement that the governing body b e  
composed principally of U.S citizens. 
The only comment received- this 
change was favorable. 

4. Presidential Task Force on 
Regulatory Relief. One suggestion was 
to submit the regulation to the 
Presidential Task Force an Regnlatory 
Relief chaired by Vice President Bush to 
provide the private and voluntary 
community an opportunity to comment 
on the proposed regulations. Pursuant t o  
the requirement of Executive Ordm 
12991 the regulation in both proposed 
and final form has been submitted to, 
and reviewed by, the Office of 
Regulatory Review of OMB which 
functions as the staff office of the Task 
Form. 

5. IRS Stakmenb of Tax Exemptions. 
One respondent suggested that the 
agency use the list of 501[c][3) 
organizations published periodically by 
the IRS, rather than requiring a copy of 
the Statement of Tax Exemption.This 
was not adopted for several reasons. 
Applicants are ofien new organizations 
that have just received their tax exempt 
certificate and would not be on the IRS 
list. Moreover, the Statement of Tax 
Exemption is required only et  the time of 
initial registration and need not be 
submitted annually. Therefore, its 
submission poses little, if any, 
administrative burden. 



6. Section 501(c)(6) Organizations. 
One commentator noted that the 
reference in thc proposed regulations to 
"cooperatives or credit union under 
section 531(c)(6)" of the Internal 
Revenue Code is inconsistent because 
credit unions are exempt under IRC 
section 501(c)(14) and most 501[c)[6) 
organizations are not cooperatives a s  
that term is used in IRC section 
1381(a)(2). Section 203[c)(l) has been 
amended to delete the reference to 
coopera,tives and credit unions, thus 
retaining only the reference to IRC 
section 501(c)(6). The reference was 
intended to refer to nonprofit 
associations of credit unions and 
cooperatives which qualify as 501(c)[8) 
organizations; it was not intended to 
refer to for-profit cooperatives and 
credit unions which are governed by 
other provisions of the Internal Revenue 
Code. 

The information colIection 
requirements in 0 0  203.2 and 203.3 have 
been reviewed and approved by OMB 
pursuant to 44 U.S.C. Chapter 35 and 
have been assigned number 04124035. 
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Foreign aid, Nonprofit organizations. 
Accordingly, Part 203 of Chapter I1 of 

Title 22 of the Code of Federal 
Regulations is revised as foIlows: 

PART 203-REGISTRAT ION OF 
AGENCIES FOR VOLUNTARY 
FOREIGN AID 

EFFECTIVE DATE 

November 30, 1982 

sec. 
203.1 Purpose. 
203.2 Conditione of registration and 

documentation requirements for U.S. 
private and voluntary organizatione. 

203.3 Annual requirements. 
203.4 Certificate8 of registration. 
203.5 Denial of registration and 

reconsideration. 
203.6 Registration of foreign private and 

voluntary organizatione. 
203.7 Termination of registration. 
203.8 Delegation of authority. 
203.9 Access to recorde. 
203.10 Waiver authority. 

Authority: Sec. 62l. Foreign Assistance Act 
of 1961, as amended (22 U.S.C. 2381). 
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5203.1 Purpose. 
(a) AID maintains two registries of 

PVOs engaging in. or intending to 
engage in, voluntary foreign aid 
operations--one of U.S.. the other of 
foreign PVOs. The registry facilitates 
cooperation between AID and f i e  
nonprofit private sector by providing a 
mechanism for identifying which 
organizations are eligible for A D  
resources intended for PVOs. 

(b) Registration is a condition of 
eligibility for assistance under Sections 
123b and 607(a) of the FAA (the 
payment of transportation charges and 
the sale of services or commodities such 
as  excess property) and confers a 
preference for assistance under Section 
202 of Pub. L 480. Other eligibility 
requirements apply, however. including 
a program review. 

(c) Registration is a condition of 
eligibility for assistance under the "PVO 
grant program." However, it is only one 
of several eligibility requirements for 
such assistance. Others include: (1) 
Program review; (2) pre-grant award 
review, including compliance with OMB 
Circulars A-110 and A-122; and (3) 
funding requirements of Section 123(g) 
of the FAA. 

(d) The registry serves as the basis for 
computing the amount of AID funding 
made available to PVOs. 

(e) Registration provides the 
information necessary to determine 
whether a PVO meets the funding 
requirements of Section '123(g) of the 
FAA. Section 123(g) provides that a PVO 
must obtain at least 20 percent of ite 
total annual financial support for its 
international activities from sources 
other than the United States 
Government to be eligible to receive 
funding under the PVO grant program. 
Further, a preference is given to those 
PVOs which receive cash from private, 
i.e.. nongovernmental, sources. 

( f )  It is not the purpose of registration 
to mak8, or enable to be made, any 
representation to the public concerning 
the meaning of being registered. 

(8) Definitions: As used in this part: 
(1) "AID" means Agency for 

International Development. 
(2) "FAA means the Foreign 

Assistance Act of 1961, as amended, 22 
U.S.C. 2151 el seq. 

(3) "Funds from private U.S. sources" 
means cash contributions received from 
private nongovernmental U.S. sources. 
e.g.. private individuals, groups, 
foundations and corporations. Cash 
contributions received directly or 
indirectly from the U.S. Government. 
state or local governments, the United 
Nations and other public international 
organizations, and foreign governments, 
institutions and individuals are not 
included. All in-kind contributions are 
excluded. 



(4) "Overseas program costs" means 
the costs of all voluntary foreign aid 
operations conducted outside the U.S. 
and includes that portion of applicable 
indirect costs incurred in the U.S. 
(excluding fund-raising costs) necessary 
to carry out those voluntary foreign aid 
operations. 

(5) "Pub. L 480" means the 
Agricultural Trade and Development 
Assistance Act of 1954, as amended. 7 
U.S.C. 1691 et seq. 

(6) "PVO" means private and 
voluntary organizations. 
(71 "PVO grant program" means those 

grants which AID has determined as a 
matter of policy can be made to only 
those PVOs which are registered and 
which meet the funding requirements of 
Section 123[s) of the FAA, 22 U.S.C. 
215u(g). 

I81 "Subventions" means lil The 
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pa)kent of transportation c'harges under 
Section 123(b) of the FAA, 22 U.S.C. 
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EFFECTIVE D A T E  

November 30, 1982 

215u(b); (ii) The sale of services or 
commodities, e.g.. excess property. 
under Section 807(a) of the FAA, 22 
U.S.C. 2357(a); and [iii) The furnishing of 
agricultural commodities under Section 
202 of Pub. L. 480,7 U.S.C. 1722. 
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g 203.2 Conditlonr of reglstratlon and 
documentation requlrementr for U.S 
private and voluntary' organlzatlonr; 

An applicant shall be registered with 
A.I.D. as a U.S. PVO if A.I.D. finds that 
the applicant has satisfied all the 
conditions and documentation 
requirements of registration listed 
below. An applicant seeking registration 
shall submit to A.I.D., Washington. D.C. 
20523, the documentation listed below 
accompanied by a letter stating the 
reasons for seeking registration signed 
by its chief executive officer and 
supported by a resolution of its 
governing body. In addition, the 
applicant shall submit such other 
information as  A.I.D. may reasonably 
require to determine if the applicant 
should be registered. 
. (a) Condition and Documentation 
Requirement No. 1 . 4 1 )  Condition. That 
the applicant is a private 
nongovernmental organization which is 
organized under U.S. law and maintains 
its principal place of business in the 
United States and is not a university, 
college, accredited degree-granting 
institution of education. private 

t 
foundation, organization engaged 
exclusively in research or scientific 
activities, church, or organization 
engaged exclusively in religious 
activities. 

(2) Documentation Requirement 
Articles of incorporation, bylaws, 
relevant documents establishing its legal 
status, and a statement as to the 
location of the organization's principal 
offices. 

(b) Condition and Documentation 
Requirement, No. 2 . 4 1 )  Condition. That 
the applicant receives funds from 
private U.S. sources, as  defined in 
paragraph (gI(3) of 8 zo3.1. 

(2) Documentation Requfrement. The 
latest audited financial statement [see 
Condition No. 6 at 8 203.2(f) below). 

(c) Condition and Documentation 
Requirement No. 3.-41) Condition. That 
the applicant is a nonprofit organization 
and has a tax exemption under any one 
of the following provisions of the 
Internal Revenue Code: Section 
501(c)(3), except private foundations 
under Section 509(a)(2); as a social 
welfare organization under Section 
501(c](4): cection 501(c)(5); or Section 
~ O I I C I I ~ I .  . .. . 

(2) Documentation Requirement. IRS 
Statement of Tax Exemption, and a copy 
of IRS Form 990 or m P F  "Return of 
Organization Exempt from Income Tax," 
or one comparable to the Internal 
Revenue Service document. 

[dl Condition and Documentation 
Requiement No. 4.-(1) Condition, That 
the applicant is a voluntary 
organization, i.e., receives vohntary 
contributions of money, staff time or in- 
kind support from the general public 

(2) Documentation Requirement 
Latest annual report (or similar 
document) and audited financial 
statement (see Condition No.6 at 
8 203.2(f)). 
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fi]'~indition and ~ocimentation 
Requirement No. 8.-41) Condition. That 
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the applicant expends and distributes its 
funds and resources in accordance with 
the stated purposes of the organization, 
without unreasonable cost for saIaries. 
promotion, publicity, fund raising and 
administration, at  home or abroad, and 
provides public disclosure of its 
financial circumstances. 

AID HANDBOOK 3, App. 4C 
(e) Condition and Documentation 

Requirement No. 5 . 4 1 )  Condition. That 
the applicant is, or anticipates 
becoming, engaged in voluntary 
charitable or development assistance 
operations abroad (other than religious). 
including but not limited to services of 
relief, rehabilitation, disaster assistance. 
development assistance, welfare. 
training, or program support and 
coordination for such services, in the 
fields of health, education, population 
planning, nutrition, agriculture, industry, 
envirpnment, ecology, refugee services, 
emigration, resettlement, and 
development of capacities in indigenous 
PVOs and institutions to meet basic 
human needs: and that such operations 
are consistent with its articles of 
incorporation and related 
documentation included in the 
application, and with the broad 
purposes of the Foreign Assistance Act 
and Pub. L. 480. 

(2) Documentation Requirement. 
Latest annual report (or similar 
document) describing the development 
assistance operations. For organizations 
who anticipate initiating overseas 
activities, a statement should be 
included in the letter accompanying the 
registration documentation describing 
steps taken to date to undertake a 
program of development assistance 
overseas. 

(f) Condition and Documentation 
Requirement No. 6 . 4 1 )  Condition. That 
the applicant accounts for its funds in 
accordance with generally accepted 
accounting principles ("GAAP"): has a 
sound financial position as evidenced 
by its audited financial statements: and 
exercises financial planning through the 
preparation of an annual budget for the 
year subsequent to that covered in the 
annual audit. 

(i) Further tests of the financial 
management systems of a PVO are part 
of the A.I.D. pre-grant award process. In 
judging the financial management 
systems of grant applicants the 
requirements set by the Office of 
Management and Budget (OMB] Circular 
A-110. "Uniform Administrative 
Requirements for Grants and 
Agreement8 with Institutions of Higher 
Education, Hospitals and other 
Nonprofit Organizations," Attachment F. 
"Standards for Financial Management 
Systems" will apply, and by reference, 
OMB Circular A-122 "Cost Principles for 
Nonprofit Organizations" will also 
apply. The determination as to whether 
an applicant can conform to these 
requirements is made through a pre- 
grant award review which is the 
responsibility of the grant officer with 
information provided by the A.I.D. 
Inspector General. 

(2) Documentation Requirement. The 
most recent audited financial statement 
including Balance Sheet. Statement of 

3 
Support, Revenue and Expenditure and 
Statement of Change in Financial 
Position prepared in accordance with 
generally accepted accounting principles 
("GAAP") disclosing administrative, 
program, and fund-raising costs; and 
separately disclosing overseas program 
costs and sources and amounts of funds 
received for overseas programs. The 
audit shall be conducted by an 
independent Certified Public 
Accountant in accordance with the 
generally accepted auditing standards 
("GAAS') of the "Statement on Auditing 
Standards" of the American Institute of 
Certified Public Accountants. A budget 
fDr the year subsequent to that covered 
in the year reported in a format 
consistent with the audit, including the 
detailing of anticipated amounts and 
sources of support and revenue. 

(i) New organizations which have 
been incorporated less than a year must 
provide an independent CPA's 
statement that financial statements can 
be prepared in accordance with GAAP, 
along with an unaudited financial 
statement covering the period between 
incorporation and application for 
registration. The CPA's statement for 
new organizations will also indicate 
whether the organization has installed 
internal controls to enable the execution 
of an audit in accordance with the 
applicable auditing standards at the end 
of the first year of operations. 

(g) Condition and Documentation 
Requirement No. 7.-[I) Condition. That 
the applicant has a Board of Directors 
which meets at least annually, whose 
members serve without compensation 
for such services, and that paid officers 
or staff members do not constitute a 
majority in any decision. 

[2) Documentation Requirement. A 
statement indicating that paid officers or 
staff members who serve on the Board 
do not constitute a majority in any 
decision and members of the governing 
body receive no compensation for their 
services on that body; the names and 
addresses of members; and minutes of 
meetings or excerpts from minutes 
which demonstrate that the Board holde 
meetings at least annuaUy. 



(i) In determining whether an 
applicant obtains, expends, and 
distributes its funds without 
unreasonable cost for promotion, 
publicity, fund raising, and 
administration. A.I.D. shall consider 
fund raising costs as presumptively 
unreasonable if they exceed 20 percent 
of the total cash and in-kind 
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contributions to the organization (as 
reflected in the audited financial 
statement). 

(ii) An applicant for registration or a 
registered agency whose fund raising 
costs exceed the 20 precent limitation 
must demonstrate that such costs are 
not unreasonable in light of the nature of 
the organization's operations. Upon such 
a showing, A.I.D. may permit exceptions 
to the 20 percent limitation on a case-by- 
case basis. 

(iii] "Contributions" as used in this 
section, include U.S. Government 
financial support, both cash and in-kind, 
as well as private support; similarly, it is 
expected that fund raising costs will 
include costs incurred in securing 
government contributions. 

(2) Documeniation Requirement. A 
certification .that audited financial 
statements are available to the public 
upon request and a statement indicating 
salaries and allowances of the top five 
principal headquarters positions 
[determined by salary level] and country 
director positions. When provided 
directly by the applicant, salaries and/ 
or allowances may be valued at actual 
cost: when provided by the recipient 
country or local institution, they may be 
valued at fair market value. Any other 
documentation or evidence which the 
applicant wishes to submit addressing 
the degree to which annual program 
spending has been consistent with the 
.stated purposes of the organization and 
annual expenses are reasonable in 
amount. 
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5 203.3 Annual requlrementr 

EFFECTIVE D A T E  PAGE NO. 
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In order to maintain its registration. 
each registered PVO shall submit 
annually, within 180 days after the close 
of the fiscal year, the following 
documents: An independently audited 
financial statement; a report of income 
and expenditures (A.I.D. Form 1550-2). 
which is relatable to the audited 
financial statements; an annual report 
[or similar document); a copy of IRS 
Fonn gW, or 9XkpF.. a budget for the 
new fiscal year; and a statement that all 
other circumstances described in the . 
original'registration material remain 
unchanged except a s  noted. A.I.D. may 

revise the above list of documents from- 
time to time. In addition, each registrant 
shall submit such other information as 
A.I.D. may reasonably require to 
determine that the organization 
continues to meet the conditions of 
registration. 

-5 203.4 Certificates of registration 

Certificates of Registration will be 
issued by A.I.D. to applicants which 
A.I.D. finds satisfy the conditions and 
documentation requirements for 
registration set forth in 4 203.2. 

5 203.5 Denlal of reglstratlon and 
reconsideration. 

[a) Notification of denial of 
registmfion. If A.I.D. decides to deny an 
applicant registration, the applicant will 
be informed in writing of the denial with 
a specific statement of those conditions 
and documentation requirements of 
registration in 4 203.2 that the applicant 
has failed to satisfy. 

[b) Reconsideration. An applicant 
may, within 30 days after receipt of a 
notification of denial of registration, 
request that A.I.D. reconsider ita 
application for registration and may 
submit additional information to A.I.D. 
bearing on its suitability for registration. 
An applicant requesting reconsideration 
will be informed in writing of A.I.D.'e 
decision upon reconsideration. In 
addition. A.I.D. may, at its own 
discretion. reconsider a denial of 
registration at any time. 

(c) An applicant may resubmit an 
application for registration in 
accordance with 203.2 at  any time. 

5 203.6 Reglstratlon of foreign prlvate and 
voluntay organlzatlons. 

(a] For the purpose of this part. foreign 
PVOs shall consist of the following: 

(1) An "indigenous" PVO is a non-U.S. 
PVO which conducts operations in the 
country under the laws of which it is 
organized. 

(2) A "regional" PVO is a non-U.S. 
PVO that is organized under the laws of 
a country in an A.I.D. geographic region, 
and conducts operations in more than 
one country in that region but not in 
more than one such region. 

(3) A "third country" PVO is a non- 
US. PVO which is not organized under 
the laws of any country in the A.I.D. 
geographic region or regions in which it 
conducts its operations. 



(4) An "international" PVO is an 
organization which is not registered as  a 
U.S. PVO, receives funds from two or 
more countries, has an international 
governing body, and conducts 
operations in one or more A1.D. 
geographic regiona 

(b) Foreign PVOs shall be registered 
in accordance with guidance for 
eligibility of non-U.S. private and 
voluntary organizations for participation 
in A.1.D.-supporte8program approved 
by the Deputy Administrator of A1.D.. 
March 15.1978 and A.I.D. handbooks. 
policies, regulations [published or 
otherwise] and procedures as  they may 
be amended. supplemented or supported 
from time to time. 

0203.7 Tennlnation of registration 
(a] Registration shall remain in force 

until: (1) Relinquished voluntarily by the 
registrant upon written notice to A.X.D.; 
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or 
(2) Terminated by A.I.D. for failure of 

the registrant to fulfill and maintain the 
conditions of registration 

(b) Termination proceedings pursuant 
to $ zO3ya)(2) above shall include prior 
written notice to the registrant of the 
grounds for the proposed termination 
and opportunity for the registrant to file 
a written statement as  to why ite 
registration should not be terminated 

E F F E C T I V E  D A T E  
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0203.8 Delegation of authority. 
(a) The authority to register and to 

terminate registrations is delegated to: 
(1) The Assistant Administrator for Food 
for Peace and Voluntary Assistance, or 
hislher designee for U.S., international, 
and third country PVOs. 

(2) The Regional Assistant 
Administrator, or their designees, for 
regional PVOs within their respective 

AID HANDBOOK 
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regions: and 
(3) The principal A.I.D. officer, or, if 

there is none, the United States 
Ambassador, or their designees, for 

i 

indigenous PVOs. 
Ibl Notices of registration and 

terminations of re2stration issued by 
rthe officials in paragraphs (a) (2) and (3) 
of this section will be forwarded to the 
Bureau for Food for Peace and 
Voluntary Assistance within 30 days for 
inclusion in the registry. 

5 203.9 Access to records. 
All records, reports. and other 

documents which are made available to 
A.I.D. pursuant to this part shall be 
made available for public inspeqtion 
and copying pursuant to and under the 
procedures established by the public 
information regulation (22 CFR Part 212) 
of the Agency for International 
Development. 

3203.10 Waiver authority. 
The Administrator of the Agency for 

International Development or hie/her 
designee may waive, withdraw. or , 

amend from time to time. any or all of 
the provisions of the regulation8 in this 
pa r t  

Dated: November 30,198Z 
Julia Chang Bl&h, 
Assistant Administmtor for Food for Peace 
and Vgluntary Assistance. 
IFR Da 8SlW Fllud I-=: 8:45 am1 
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ELIGIBILITY OF NON-U.S. PRIVATE AND VOLUNTARY AGENCIES 
FOR PARTICIPATION I N  AID-SUPPORTED PROGRAMS 

Background: 
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A s  o f  October  1, 1977, any U.S. p r i v a t e  v o l u n t a r y  
o r g a n i z a t i o n  s e e k i n g  e i t h e r  a  p r o j e c t  o r  program g r a n t  o r  
wishing t o  r e c e i v e  o t h e r  forms o f  s u p p o r t l /  a d m i n i s t e r e d  
b y  t h e  Agency f o r  I n t e r n a t i o n a l  Development a u t h o r i z e d  by 
t h e  Fore ign  A s s i s t a n c e  Act and t h e  A g r i c u l t u r a l  Trade and 
Development Act must b e  r e g i s t e r e d .  A I D  h a s  r e c e n t l y  
r e v i s e d  and expanded t h e  r e g i s t r a t i o n  p r o c e s s  f o r  a l l  U.S. 
p r i v a t e  and v o l u n t a r y  o r g a n i z a t i o n s  seek ing  such  s u p p o r t .  
Under c u r r e n t  l e g i s l a t i v e  g u i d e l i n e s ,  t h i s  p r o c e s s  i s  
conducted by A . I . D .  

Amendments t o  t h e  Fore ign  A s s i s t a n c e  Act o f  1961,  as  
amended (FAA), and t h e  A g r i c u l t u r a l  Trade Development and 
A s s i s t a n c e  Act o f  1954, as amended (PL 480) ,2 /  have 
extended t h e  a v a i l a b i l i t y  o f  c e r t a i n  r e s o u r c e s  under  t h o s e  

L/ Acts  t o  f o r e i g n  n o n p r o f i t  v o l u n t a r y  a g e n c i e s  r e g i s t e r e d  
w i t h ,  and approved by, A . I . D .  when no U.S. PVO i s  a v a i l a b l e  
t o  p r o v i d e  t h e  a s s i s t a n c e .  S e c t i o n  607 o f  t h e  FAA h a s  been 
amended t o  p e r m i t  r e g i s t e r e d  f o r e i g n  PVOs t o  o b t a i n  
s e r v i c e s  and commodities on a re imbursab le  and 
advance-of-funds b a s i s ,  and s e c t i o n  202(a)  o f  P.L. 480 h a s  
been amended t o  a l l o w  t h e  f u r n i s h i n g  o f  a g r i c u l t u r a l  
commodities under  T i t l e  I1 through r e g i s t e r e d  f o r e i g n  PVOs 
( i n c l u d i n g  b o t h  t h i r d - c o u n t r y  and ind igenous  PVOs). The 
amendments r e q u i r e  t h a t  r e g u l a t i o n s  b e  i s s u e d  govern ing  
r e g i s t r a t i o n  w i t h  and approva l  by A . I . D .  o f  f o r e i g n  
n o n - p r o f i t  v o l u n t a r y  a g e n c i e s .  Although t h e  new amendments 
do n o t  e s t a b l i s h  a l e g a l  r equ i rement  f o r  r e g i s t r a t i o n  o f  
f o r e i g n  PVOs as a c o n d i t i o n  f o r  r e c e i p t  o f  o t h e r  forms o f  
a s s i s t a n c e  which t h e y  may o t h e r w i s e  b e  a u t h o r i z e d  t o  
r e c e i v e  under  t h e  FAA o r  P.L. 480, as a m a t t e r  o f  p o l i c y  w e  
a l s o  i n t e n d  t o  r e q u i r e  c e r t i f i c a t i o n  o f  e l i g i b i l i t y  f o r  a l l  
non-U.S. PVOs r e c e i v i n g  g r a n t  a s s i s t a n c e  under S e c t i o n s  
103,  104,  105 and 106 o f  t h e  FAA. 

EFFECTIVE DATE 

April 20, 1984 

11 - 
F r e q u e n t l y  c a l l e d  l ' subvent ions l '  t h e s e  i n c l u d e  

reimbursement o f  ocean f r e i g h t  s h i p p i n g  c o s t s ,  g r a n t s  of e x c e s s  
U.S. Government p r o p e r t y ,  and g r a n t s  o f  T i t l e  I1 P.L. 480 
commodities.  

m 
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21 - 
S e c t i o n  122 and 208 o f  t h e  I n t e r n a t i o n a l  D e v e l o ~ m e n t  and 

Food A s s i s t a n c e  Act o f  1977, P.L. 95-88, 91  S t a t .  533, August 
3, 1977. 



T h i s  document d e s c r i b e s  t h e  p r o c e s s  f o r  r e g i s t e r i n g  non-U.S. 
v o l u n t a r y  a g e n c i e s ,  i n c l u d i n g  LDC h o s t  c o u n t r y  i n s t i t u t i o n s  

I I ( sometimes r e f e r r e d  t o  a s  ind igenous"  PVOs), r e g i o n a l  
i n s t i t u t i o n s  which o p e r a t e  i n  LDCs on one  c o n t i n e n t  ( A f r i c a ,  
A s i a ,  and L a t i n  Amer ica) ,  and o t h e r  f o r e i g n ,  non-LDC ( t h i r d  
c o u n t r y )  and i n t e r n a t i o n a l  i n s t i t u t i o n s .  

A I D  r e c o g n i z e s  t h a t  c u l t u r a l  and l e g a l  sys t ems  o f  o t h e r  
c o u n t r i e s  may, o f  n e c e s s i t y ,  r e q u i r e  t h e  a p p l i c a t i o n  o f  
d i f f e r e n t  s t a n d a r d s  and r e q u i r e m e n t s  t o  d e t e r m i n e  t h e  
e l i g i b i l i t y  o f  v o l u n t a r y  a g e n c i e s  f o r  p a r t i c i p a t i o n  i n  A I D 1 s  
programs.  Loca l  t r a d i t i o n  and law may n o t  g i v e  fo rma l  
r e c o g n i t i o n  t o  c h a r i t a b l e  o r  even  n o t - f o r - p r o f i t  o r g a n i z a t i o n s ,  
even  though i n  p r a c t i c e  t h e s e  may e x i s t  i n  a  p a r t i c u l a r  
c o u n t r y .  S i m i l a r l y ,  un i fo rm s t a n d a r d s  o f  a c c o u n t a b i l i t y ,  
f i n a n c i a l  management, o r  c o n t r o l s  on v o l u n t a r y  g i v i n g  may n o t  
y e t  e x i s t .  D e t e r m i n a t i o n  o f  e l i g i b i l i t y  o f  non-U.S. PVOs w i l l  
f r e q u e n t l y  depend on t h e  informed judgment o f  t h e  r e s p o n s i b l e  
o f f i c e r s .  N o n e t h e l e s s ,  a  number o f  b a s i c  p r i n c i p l e s  c a n  b e  
a p p l i e d  i n  a l m o s t  e v e r y  s e t t i n g .  

P A G E  NO. 

11. P r e l i m i n a r y  C o n s i d e r a t i o n s  
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I I A I D  r e c o g n i z e s  t h a t  v o l ~ n t a r i s m ~ ~  c a n  t a k e  s e v e r a l  f o r m s ,  
any  one o f  which p r o v i d e s  a  r e a s o n a b l e  b a s i s  f o r  measur ing  
t h e  l ' vo lun ta ry ' '  c h a r a c t e r  o f  a  p a r t i c u l a r  o r g a n i z a t i o n .  
F o r  example,  

AID HANDBOOK 

- - a  g roup  o f  p e r s o n s  v o l u n t a r i l y  o r g a n i z e d  f o r  some 
s p e c i f i c  p u r p o s e  may c o n s t i t u t e  a  v o l u n t a r y  agency ;  

- - an o r g a n i z a t i o n  which a c q u i r e s  i t s  funds  t h r o u g h  
v o l u n t a r y  d o n a t i o n s  from t h e  g e n e r a l  p u b l i c  i s  a  
v o l u n t a r y  agency ;  

- - a n  agency  which draws upon " v o l u n t e e r "  s e r v i c e s  o f  t h e  
g e n e r a l  p u b l i c  f o r  t h e  per formance  o f  some a s p e c t s  o f  
i t s  a c t i v i t i e s  may b e  a  v o l u n t a r y  agency.  

Reg iona l  Bureaus and USAIDs now make p r o j e c t  g r a n t s  ( i . e . ,  
OPGs) t o  h o s t  c o u n t r y  v o l u n t a r y  a g e n c i e s .  The same 
s t a n d a r d s  t h a t  gove rn  e l i g i b i l i t y  o f  U.S. a g e n c i e s ,  
however,  canno t  b e  a p p l i e d  t o  non-U.S. PVOs. T h e r e f o r e ,  a  
s p e c i a l  c e r t i f i c a t i o n  o f  e l i g i b i l i t y  f o r  e a c h  non-U.S. 
v o l u n t a r y  agency  which r e c e i v e s  A I D  s u p p o r t  s h a l l  b e  
k s t a b l i s h e d  b y  e a c h  Miss ion  o r  Bureau a s  a p p r o p r i a t e .  PVOs 
c e r t i f i e d  t o  b e  e l i g i b l e  f o r  A I D  s u p p o r t  w i l l  b e  d e t e r m i n e d  
a t  t h r e e  l e v e l s :  



a .  Host coun t ry  vo lun t a ry  agenc i e s  domici led and 
o p e r a t i n g  i n  one coun t ry  w i l l  be c e r t i f i e d  a s  e l i g i b l e  
by t h e  p r i n c i p a l  A I D  o f f i c e r  i n  t h e  coun t ry .  I f  t h e r e  
i s  no A I D  Mission o r  o f f i c e ,  a  de s igna t ed  o f f i c e r  i n  
t h e  U.S. Embassy s h a l l  make t h e  de t e rmina t i on .  

AID HANDBOOK 3 A 4C-A 

b.  Regional  vo lun t a ry  agenc i e s ,  t h a t  i s  agenc i e s  
o p e r a t i n g  i n  more than  one coun t ry  w i t h i n  a  geograph ic  
bu reau ' s  j u r i s d i c t i o n ,  w i l l  be c e r t i f i e d  a s  e l i g i b l e  
by t h e  A s s i s t a n t  Admin i s t ra to r  o f  t h a t  Bureau. 

c .  Fore ign ( t h i r d  country)  and i n t e r n a t i o n a l  p r i v a t e  and 
vo lun t a ry  o r g a n i z a t i o n s  w i l l  be determined e l i g i b l e  by 
t h e  A s s i s t a n t  Admin i s t r a t o r  o f  Food f o r  Peace and 
Voluntary  A s s i s t a n c e  (FVA). 
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, Condi t ions  of E l i g i b i l i t y  o f  Non-U.S. P r i v a t e  and 
Voluntary Organ iza t ions  

To be e l i  i b l e ,  a  "voluntary" agency must be  p h i l a n t h r o p i c  
and/or  pu % l i c  s e r v i c e  o r i e n t e d  i n  purpose.  It  must a l s o  be  
n o n p r o f i t ,  n o n p o l i t i c a l ,  and nongovernmental. Excluded 
from e l i g i b i l i t y  a r e  r e s e a r c h  o r g a n i z a t i o n s  and 
u n i v e r s i t i e s ,  c o l l e g e s ,  o t h e r  s i m i l a r l y  s t r u c t u r e d  and 
a c c r e d i t e d  i n s t i t u t i o n s  o f  l e a r n i n g ,  and churches  o r  
o r g a n i z a t i o n s  engaged e x c l u s i v e l y  i n  r e l i g i o u s  a c t i v i t i e s .  
A p r o s p e c t i v e  r e g i s t r a n t  should be  a b l e  t o  demonst ra te  t o  
t h e  s a t i s f a c t i o n  o f  t h e  reviewing o f f i c e r  t h a t :  

EFFECTIVE DATE 

a .  It i s  a  l e g a l  e n t i t y  o rgan ized  under laws o f  t h e  
coun t ry  i n  which i t  i s  domici led .  

PAGE NO. 

b. It i s  a  p r i v a t e , #  non-government e n t i t y  and r e c e i v e s  
funds from p r i v a t e  sources .  

c .  It i s  a  v o l u n t a r y  o r g a n i z a t i o n ,  i . e . ,  r e c e i v e s  
vo lun t a ry  c o n t r i b u t i o n s  o f  money, s t a f f  t i m e  o r  
in-kind suppo r t  from t h e  p u b l i c .  

d .  It  o p e r a t e s  on a  n o t - f o r - p r o f i t  b a s i s  and ha s  t a x  
exemption under t h e  laws of  i t s  coun t ry  o f  
domic i l e / ope ra t i on ,  i f  such laws e x i s t  and a r e  
a p p r o p r i a t e .  

e .  It  i s  engaged i n  vo lun t a ry  c h a r i t a b l e  o r  development 
a s s i s t a n c e  o p e r a t i o n s  o f  a  non re l i g ious  n a t u r e  which 
are c o n s i s t e n t  w i t h  t h e  purposes  and o b j e c t i v e s  set 
f o r t h  i n  t h e  Fore ign  Ass i s t ance  Act o r  PL 480 and 
de sc r i bed  i n  t h e  a p p l i c a t i o n  and suppor t ing  documents 
submit ted  t o  t h e  USAID, Regional  Bureau, o r  FVA Bureau. 



f .  It p r e p a r e s  an  annua l  f i n a n c i a l  s t a t e m e n t  and t h a t  
t h i s  s t a t e m e n t  i n d i c a t e s  t h e  o r g a n i z a t i o n  has  t h e  
f i n a n c i a l  r e s o u r c e s  t o  e n a b l e  i t  t o  perform i t s  normal 
f u n c t i o n s  i n  t h e  absence  o f  A I D  s u p p o r t .  

g .  It i s  c o n t r o l l e d  by an  a c t i v e  and r e s p o n s i b l e  
governing body which m a i n t a i n s  e f f e c t i v e  p o l i c y  and 
a d m i n i s t r a t i v e  c o n t r o l ,  which meets a t  l e a s t  a n n u a l l y  
and whose members s e r v e  wi thou t  compensation; i f  p a i d  
o f f i c e r s  s e r v e  on t h e  governing body t h e y  can n o t  
c o n s t i t u t e  a  m a j o r i t y  i n  any d e c i s i o n .  

i 
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h .  Under i t s  own e s t a b l i s h e d  p r i o r i t i e s  and programs, i t  
o b t a i n s ,  expends,  and d i s t r i b u t e s  i t s  funds and 
r e s o u r c e s  i n  conformi ty  w i t h  a c c e p t e d  e t h i c a l  
s t a n d a r d s ,  wi thou t  unreasonab le  c o s t  f o r  promotion,  
p u b l i c i t y ,  fund r a i s i n g  and a d m i n i s t r a t i o n .  

I V .  R e g i s t r a t i o n  Documentation t o  be  Furnished i n  Suppor t  o f  
C e r t i f i c a t i o n  o f  E l i n i b i l i t v  

EFFECTIVE DATE 

April 20, 1984 

a .  A r t i c l e s  o f  i n c o r p o r a t i o n ,  by- laws,  c o n s t i t u t i o n ,  o r  
o t h e r  r e l e v a n t  documents which d e s c r i b e  t h e  purpose  o f  
t h e  o r g a n i z a t i o n ,  i t s  methods o f  management, and scope  
of  program. 

TRANS. M E M O  NO. 
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b .  Copy o f  s t a t e m e n t  of  t a x  exemption,  i f  a v a i l a b l e .  

c .  L a t e s t  f i n a n c i a l  s t a t e m e n t  p repared  by an independent  
( c h a r t e r e d )  a c c o u n t a n t / a u d i t o r  who can c e r t i f y ,  i n  
accordance  w i t h  g e n e r a l l y  accep ted  account ing  
p r i n c i p l e s ,  t h a t  t h e  o r g a n i z a t i o n  i s  f i n a n c i a l l y  
v i a b l e .  For i n t e r n a t i o n a l  and t h e i r  c o u n t r y  
o r g a n i z a t i o n s ,  t h e s e  s t a t e m e n t s  must b e  i n  E n g l i s h .  

d .  Current  budget ,  d e t a i l i n g  s o u r c e s  o f  income, 
a d m i n i s t r a t i v e  (pe r sonne l  and r e l a t e d  overhead) 
expenses ,  and program c o s t s .  

e .  Annual r e p o r t  o f  program a c t i v i t i e s  ( w i t h i n  l a s t  y e a r )  
o r  document o f  s i m i l a r  impor t .  

f .  Names and a d d r e s s e s  of  members o f  Board o f  D i r e c t o r s ;  
average  number o f  t imes  Board meets i n  a  y e a r .  

I n  t h e  absence  o f  t h e s e  s p e c i f i c  documents,  t h e  approving 
o f f i c e r  should  u s e  h i s  d i s c r e t i o n  i n  a c c e p t i n g  s u b s t i t u t e s  
which p rov ide  t h e  same o r  e q u i v a l e n t  in fo rmat ion .  



To m a i n t a i n  t h e  c o n d i t i o n s  o f  c e r t i f i c a t i o n  o f  e l i g i b i l i t y ,  
o r g a n i z a t i o n s  are r e q u i r e d  t o  supp ly  t h e  f o l l o w i n g  
in fo rmat ion  m a t e r i a l s  a n n u a l l y  w i t h i n  180 days  a f t e r  t h e  
c l o s e  o f  t h e i r  f i s c a l  y e a r s :  

a.  Annual f i n a n c i a l  s t a t e m e n t s ,  p r e f e r a b l y  a u d i t e d ,  
i n c l u d i n g  a s t a t e m e n t  o f  income and e x p e n d i t u r e s .  

b .  Cur ren t  o p e r a t i o n a l  y e a r  budget  d e t a i l i n g  s o u r c e s  o f  
income, a d m i n i s t r a t i v e  expenses  and program c o s t s .  

T h i s  i n f o r m a t i o n  cou ld  a l s o  be provided as p a r t  o f  annua l  
p r o g r e s s  r e p o r t s  f o r  ongoing p r o j e c t s .  

C e r t i f i c a t i o n  o f  E l i g i b i l i t y  and N o t i f i c a t i o n  t o  AID/W 

The p r i n c i p a l  A I D  o f f i c e r  o r ,  where t h e r e  i s  no A I D  
e s t a b l i s h m e n t ,  Embassy o f f i c e r  s h a l l  de te rmine  whether  on 
t h e  b a s i s  o f  documents a v a i l a b l e  and,  t a k i n g  i n t o  account  
l o c a l  l a w  and p r a c t i c e s ,  t h e  h o s t  c o u n t r y  o r g a n i z a t i o n  
meets t h e  c o n d i t i o n s  set  o u t  i n  S e c t i o n  I11 above. 

The A I D  ~ i s s i o n / E m b a s s y  may wish t o  engage t h e  s e r v i c e s  o f  
l o c a l  l e g a l  counse l  and a c c o u n t a n t  t o  a s s i s t  i n  a n a l y z i n g  
t h e  documents used as a b a s i s  f o r  e l i g i b i l i t y .  The 
procurement o f  l e g a l  s e r v i c e s  abroad w i l l  b e  i n  accordance  
w i t h  Chapter  16 ,  A I D  Handbook 23. 

Each non-U.S. PVO c e r t i f i c a t i o n  w i l l  b e  r e p o r t e d  by t h e  
concerned bureau t o  t h e  O f f i c e  o f  P r i v a t e  Volun ta ry  
Coopera t ion ,  FVA Bureau, f o r  i n c l u s i o n  i n  t h e  R e g i s t r y  o f  
non-U.S. PVOs. A one-page summary d e s c r i b i n g  t h e  non-U.S. 
PVO and t h e  documents reviewed by t h e  c e r t i f y i n g  o f f i c e r  
s h a l l  accompany t h e  n o t i c e  o f  c e r t i f i c a t i o n .  

The funds  o b l i g a t e d  f o r  e a c h  PVO s h a l l  b e  r e p o r t e d  t o  
FVA/PVC a t  s i x  month i n t e r v a l s ,  w i t h  a  summary r e p o r t  n o t  
less t h a n  30 days  a f t e r  t h e  end o f  e a c h  f i s c a l  y e a r .  
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Accion International/AITEC ( AITEC) 
10-C Mount Auburn Street 
Cambridge, Massachusetts 02U8 
( 617) 492-4930 

Executive Contact: 
M r .  Wil l iam W. Burrus 

EFFECTIVE DATE 

August  28, 1984 

Executive Di rector  

A f  rican-Arnerican I n s t i t u t e  (AAI) 
833 United Nations Plaza 
New York, New York 10017 
(212) 949-5666 

TRANS. MEMO NO. 
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Executive Contact: 
Mr .  Donald Easum 

AID HANDBOOK 3, 4~ 

President 

African-American Labor Center (AALC) 
1125 15th Street, N.W. Suite 404 
Washington, D.C. 20005 
( 202) 429-0050 

Executive Contact: 
Mr .  Pa t r i ck  3. O'Far re l l  
Executive Di rector  

Afr ican Medical and Research Foundation (AMREF) Executive Contact: 
420 Lexington Avenue, Suite 556 Dr. Michael Gerber 
New York, New York 10170 Executive Di rector  
( 212) 9861835 

Afr ican W i l d l i f e  Leadership Foundation ( AWLF) Executive Contact: 
1717 Massachusetts Avenue, N.W., Suite 602 Mr. Robert P. Smith 
Washington, D.C. 20036 President 
( 202) 2658394 

A f  r i c a r e  ( WRICARE) Executive Contact: 
1601 Connecticut Avenue, N.W. Suite 600 Mr.  C. Payne Lucas 
Washington, D. C. 20009 Executive Di rector  
( 202) 462-3614 3 
Aga Khan Foundation (KHAN) 
1850 K Street, N.W., Suite 885 
Washington, D. C. 20006 
( 202) 293-2537 

Executive Contact: 
Mr .  Ta j d i n  M i  tha 
~ x e c u t i v e  Vice President 

Agr icu l tu ra l  Cooperative Development 
In te rna t iona l  (ACDI) 

6th F loor  Continental Bu i ld ing  
1012 14th Street, N.W. 
Washington, D.C. 20005 
( 202) 63S4661 

Executive Contact: 
Mr .  Donald H. Thomas 
President 



TRANS. MEMO NO. EFFECTIVE DATE PAGE NO. 
AID HANDBOOK 3, ~ p p .  4~ 3:50 August 28, 1984 4 D-3 I 

REGISTERED U. S. FRIVATE VDLUNTmY ORGANIZATIONS ~- 

AS OF MARCH 1984 

Agr icu l tura l  Development Council (ADC) 
725 Park Avenue 
New--York, New York 10021 
( 212) 517- 9700 

Executive Contact: 
Mr.  Theodore M. Smith 
President 

Agua d e l  Pueblo (AGUA) 
3421 M Street, N.W., Sui te 333 b Washington,D.C. 20007 
( 202) 965-0087 

Executive Contact: 
( Vacant 1 
U.S. Contact 

Aid t o  Artisans, Inc. (AA) 
64 Fairgreen Place 
Chestnut H i l l ,  Massachusetts 02167 
( 617) 277-7220 

Executive Contact: 
Mr. James S. Plant  
President 

America-Mideast Educational and 
Training Services ( AMIDEKT) 

1717 Massachusetts Ave., N.W., Sui te 100 
6 h d  Washington, D. C. 20036 

( 202) 797-7900 

Executive Contact: 
Mr.  Orin Parker 
President 

American Association f o r  B ikur  
Cholim Hospital, Jerusalem (BCHOL) 

119 F i f t h  Avenue 
New York, New York 10003 
(212) 260-4260 

Executive Contact: 
Rabbi Oswald Besser 
President 

American Bureau f o r  Medical 

'C/ Advancement i n  China (AMEDCHI) 
2 East 103rd Street 
New York, New York 10029 
( 212) 860-1990 

Executive Contact: 
Dr. John R. Watt 
Executive D i rec tor  

American Committee f o r  Shaare Zedek 
Hospital  i n  Jerusalem (SZEDEK) 

49 West 45th Street 
New York, New York 10036 
( 2121354-8801 

Executive Contact: 
Mr. Robert R. Frankel 
D i rec tor  o f  Purchasing 

American Dent ists f o r  Foreign Service (AMDENT) 
619 Church Avenue 

Executive Contact: 
Dr. Henan lvanhoe 

Brooklyn, New York 11218 D i rec tor  
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American Friends of K i r ya t  Sanz Hospital (KSANZ) Executive Contact: 
18 West 45th Street, Room 1619 Rabbi Yerachmiel M i l s t e i n  
New York, New York 10036 Executive Di rector  
( 212) 944-2690 
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American Friends Service Committee (AFsC) 
1501 Cherry Street 
Philadelphia, Pennsylvania 19102 
(215) 241-7000 

TRANS. M E M O  NO. 

3:50 

Executive Contact: 
Mrs. Asia A. Bennett 
Executive Secretary 

American I n s t i t u t e  f o r  Free 
Labor Development ( AIFLD) 

1015 20th Street, N.W. 
Washington, D.C. 20036 
( 202) 659-6300 

Executive Contact: 
Mr. Will iam Dohertv. Jr. 
Executive ~ i r e c t o r  ' 

American Jewish Jo in t  -D is t r ibu t ion  Comnittee (AJJIC) Executive Contact: 
60 East 42nd Street, Sui te 1914 hr. Ralph I. Goldman 
New York, New York 10165 Executive Vice President 
(212) 687-6200 

American Leprosy Missions (ALM) 
1262 Broad Street 
Bloomfield, New Jersey 07003 
( 201 )338-9197 

President 

American Mizrachi Women (AMW) 
817 Broadway 
New York, New York 10003 
( 212) 477-4720 

Executive Contact: 
Mrs. Roselle S i l be rs te in  
Nat ional President 3 

American Near East Refugee Aid (ANERA) 
1522 K Street, N.W. P202 
Washington, D.C. 20005 
( 202) 347-2558 

Executive Contact: 
Mr. Peter Gubser 
President 

American ORT Federation (ORT) 
817 Broadway 
New York, New York 10003 
( 212) 677-4400 

Executive Contact: 
Mr.  Donald H. K l e i n  
Executive D i rec tor  
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American Red Magen David for  Is rael  (ARMDI)  
888 Seventh Avenue, Suite 403 
k w  York, New York 10106 
( 212) 757-1627 

EFFECTIVE DATE PAGE NO. 

August 28, 1984 4 D- 5 

Executive Contact: 
Mr. Benjamin Saxe 
~ x e c u t i i e  Direct or 

(cl American Schools of Oriental Research (PMSHIR) Executive Contact : 
4243 Spruce Street Mr. Mitchell Rothman 
Philadelphia, Pennsylvania 19104 Administrative Director 
(215) 222-4643 

her ishares  Foundation, Inc. ( AF) 
15ll K Street,  N.W., Suite 643 
Washington, D.C. 20005 

Executive Contact: 
Mr. J. P. Bolduc 
Executive Director 

Amigos de l a s  Americas (MIQIs) 
5618 Star  Lane 
Houston, Texas 77057 
( 713) 782-5290 

Executive Contact: 
Mr. John Sloan 
Acting Executive Director 

Armenian General Benevolent Union 
Central C m i t t e e  of America (AQ3U) 

585 Saddle River Road 
Saddle Brook, New Jersey 07662 
( 201) 797-7600 

Executive Contact: 
Mr. Haig Messerlian 
Executive Director 

The Asia Foundation (TAF) 
550 Kearny Street, P.O. Box 3223 
San Francisco, California 94108 
(415) 982-4640 

Executive Contact: 
Mr. Haydn Williams 
President 

Asian-American Free Labor Ins t i tu te  (AAFLI) 
1125 15th Street, N.W., Room 401 
Washington, D.C. 20005 
( 202) 737-3000 

Executive Contact: 
Mr. Morris Paladino 
Executive Director 

Association for  Voluntary Steri l izat ion (AVS) 
122 East 42nd Street 

Executive Contact: 
Mr. Hugo Hoogenboom 

New York, New York 10168 
(212)573-8322 
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Simon Bol ivar  Foundatim ( B O L I V ~ )  
1 Gulf Western Plaza 
New York, New York 10023 
(212) 586-6011 

AID HANDBOOK 3 ,  4~ 

Executive Contact: 
M r .  Gustavo Cisneros 
President 

4 0-6 - 
TRANS. MEMO NO.  

3 : 50 
PAGE NO. 

Boyst Clubs o f  America (BCA) 
771 F i r s t  Avenue 
New York, New York 10017 
( 212) 557-7755 

EFFECTIVE DATE 

August 28, 1984 

Executive Contact: 
M r .  Will iam R. Br icker 
Nat ional Di rector  

Brother I s  Brother Foundation (BROBRO) 
824 Grandview Avenue, P.O. Box 6067 
Pittsburgh, Pennsylvania 15211 
( 412) 431-1600 

Executive Contact : 
Mr. Luke L. Hingson 
President 

Pear l  S. Buck Foundation (BUQ() 
Green H i l l s  Farm, Bucks County 
Perkasie, Pennsylvania 18944 
( 215) 242-6779 

Executive Contact: 
Mr .  John A. Shade 
Executive Di rector  

Caribbeana Council (CC) 
Caribbeana House, 2016 0 Street, N.W. 
Washington, D.C. 20036 
( 202) 7 7 5 1 U 6  

Executive Contact: 
Mr. Walker Will iams 
Executive D i rec tor  

Paul Carlson Medical Program (PCMED) 
3305 West Foster Avenue 
Chicago, I l l i n o i s  60625 
(312)539-5181 

Executive Contact: 
Dr. Rodger k x o n  
Acting Executive Di rector  

Catholic Rel ief  Services - USCC (GIs) 
1011 F i r s t  Avenue 
New York, New York 10022 
( 212) 838-4700 

Executive Contact: 
Mr. Lawrence A. Pezzullo 
Executive D i rec tor  

Center f o r  Applied L ingu is t i cs  ( CALI 
3520 Prospect Street, N.W. 
Washington, D.C. 20007 
( 202) 298-9292 

Executive Contact: 
Dr. G. Richard Tucker 
D i rec tor  
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The Centre f o r  Development and 
Populat ion A c t i v i t i e s  (CEDPA) 

1717 Massachusetts Ave., N.W., Su i te  202 
Washington, D.C. 20036 
( 202)667-1142 

Executive Cpntact: 
Mrs. Kaval Gulhat i  

1 TRANS. MEMO NO. EFFECTIVE DATE 

3:50 August 28, 1984 

President 

PAGE NO. 
4D-7 

Chol-Chol Foundation f o r  Hunan Development (CHOL) Executive Contact: 
P. 0. Box 5665 Mr. James W. Mundell 
Washington, D.C. 20016 
( 202) 527-7642 

President 

Ch r i s t i an  Chi ldren 's Fund ( CCF) 
P. 0. Box 26511 
Richmond, V i rg i n i a  23261 
( 804) 644-4654 

Executive Contact: 
Dr. James MacCracken 
Executive D i rec to r  

Church World Service (CWS) 
475 Riverside Dr ive 
New York, New York 10115 
( 212) 87CL2061 

Executive Contact: 
Mr.  Paul McCleary 
Executive ~ i r e c t o r  

Currnunity Developnen t Foundation ( U3F) 
See Save the Chi ldren 

Comnunity Systems Foundation (CSF) 
1 U O  H i l l  Street  
Ann Arbor, Michigan 48104 
(313) 761-U58 

Executive Contact: 
Dr. Wi l l iam D. Drake 
President 

Canpassion In te rna t iona l ,  Inc .  (OOMPINT) 
3955 Cragwood Drive, P.O. Box 7000 
Colorado Springs, Colorado 80933 
(303)594-9900 

Executive Contact: 
Mr .  Wallace Erickson 
President 

Consortium f o r  Comnunity S e l f  -Help (CCSH) 
515 Park Avenue 
New York, New York 10022 

Executive Contact: 
Mrs. Blanche Case 
Executive D i rec to r  
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b 

Cooperative f o r  American Re l ie f  Everywhere (CARE) Executive Contact: 
660 F i r s t  Avenue Dr. P h i l i p  Johnston 

PAGE NO. E F F E C T I V E  DATE 

40-8 August 28, 1984 

New York, New York 10016 
( 212) 686-3110 

~ x e c u t i v e  D i rec t  or  

TRANS. M E M O  NO. 

3:50 

Cooperative Housing Foundation ( W) 
2501 M Street, N.W., Sui te  450 
Washington, D.C. 20037 
( 202) 887-0700 

AID HANDBOOK 3 ,  APP. 4D 

Executive Contact: 
Mr .  Charles Dean - - 

President 

Cooperative League Fund (CLF) 
1828 L Street, N.W., Sui te  1100 
Washington, D.C. 20036 
( 202) 872-0550 

Executive Contact: 
Mr.  E. Morgan Will iams - 
President 

Cooperative League of the U.S.A. (CLUSA) 
1828 L Street N.W., Suite 1100 
Washington, D.C. 20036 
( 202) 872-0550 

Executive Contact: 
Mr.  A l l i e  Felder 
Senior Vice President 3 

Coordination i n  Development ( OODEL) 
79 Madison Avenue 
New York, New York 10016 
(212)685-2030 

Executive Contact: 
Rev. Boyd Lowry 
Executive D i rec tor  

Council o f  In te rna t iona l  Programs for  Youth 
Leaders and Social  Workers (CIPYLSW) 

1001 Huron Road, Room 209 
Cleveland, Ohio 441J5 
( 216) 861-5478 

Executive Contact: 
Dr. Thomas C. Hatcher 
Secretary General 

Credi t  Union National Associa t i o n  ( CUNA) 
5710 Mineral Point Road, Box 431 
Madison, Wisconsin 53701 
( 608) 231-4400 

Executive Contact: 
Ms. Carol Y. S c h i l l i o s  
Di rector  

Dental Health In te rna t iona l  (DHI) 
847 Scwth Milledge Avenue 
Athens, Georgia 30605 
(404) 546-1715 

Executive Contact: 
Dr. Barry Simnons 
President 
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D i rec t  Rel ief  I n te rna t i ona l  ( M I )  
P.O. Box 30820 
Santa Barbara, Ca l i f o rn ia  93UO 
(805) 687-3694 

PAGE NO. 
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Executive Contact: 
M r .  Dennis G. Karzag 
Executive D i rec to r  

Docare I n te rna t i ona l  (DOCARE) 
502 West 16th Street 

TRANS. MEMO NO. 

3:50 

Hcipe, Arkansas 71801 
( 501) 777-8838 

EFFECTIVE DATE 

August 28, 1984 

Executive Contact: 
Mr .  Robert G. Sirrmons 
President 

Domestic & Foreign Missionary Society for  
the Protestant Episcopal Church (EQJSA) 

815 Second Avenue 
New York, New York 10017 
( 212) 867-8400 

Executive Contact: 
Rev. John M. A l len  
Presiding Bishop 

Thomas A. Dooley Foundation/Interrned-USA (DOLFDA) Executive Contact: 
420 Lex ing tm Avenue, Room 2428 Dr. Verne Chaney 
New York, New York 10170 President 
(212) 687-3620 

Tom Dooley Heritage (TDOL) 
P.O. Box 1907, Grand Central  Stat ion 
New York, New York 10017 
(212) 53S4190 

Executive Contact: 
Ms. E i leen Beck 
Vice Chairwoman 

The East Los Angeles Comnunity Union (TELAQJ) 
5400 East Olympic Blvd. 
Los Angeles, Ca l i f o rn ia  90022 
( 213) 721-1655 

Executive Contact: 
Mr .  David C. Lizarraga - 
President 

E l  Congreso Nacional de Asuntos Colegiales (MNAC) Executive Contact: 
2717 Ontario Road, N. W .  , Suite 200 Dr. Pepe Barron 
Washington, D.C. 20009 President/Executive 
( 202) 387-3300 D i rec to r  

Esperanca (ESP) 
1911 West Ea r l 1  Dr ive 

Executive Contact: 
Mr. Charles Post 

Phoenix, Arizon a 85015 
(602) 252-7772 

Executive D i rec to r  
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Experiment i n  In te rna t iona l  L iv ing  (EIL) 
13 K ip l i ng  Road 
Bat tleboro, Vermont 05301 
( 802) 257-7751 

4D-10 

Executive Contact: 
Dr .  Charles MacCorrnack 
President 

Eye Care- (EYEC) 
523 Eighth Street, S.E., Sui te 1 
Washington, D.C. 20003 
(202)544-4700 

i 
3 , A p p . 4 0  August 28, 1984 

Executive Contact: 
Mr .  E. Timothv Car ro l l  
Executive ~ i r e c t o r  

3:50 

Food f o r  the Hungry (FFH) 
7729 East Greenway Road 
Scottsdale, Arizona 85260 
( 602) 955-8438 

AID HANDBOOK 

Executive Contact: 
Mr .  Larry Ward 
President 

Foster Parents Plan (RAN)  
155 Plan Way 
Warwick, Rhode Is land 02887 
( 401 ) 738-5605 

Executive Contact: 
M r .  Kenneth H. P h i l l i p s  
National Executive 
Di rect  o r  

Foundation f o r  the Peoples o f  the South P a c i f i c  (FPSP) Executive Contact: 
200 West 57th Street, Room 808 Rev. Stanley W. Hosie 
New York, New York 10019 Executive Di rector  
( 212) 757-8884 

Friends o f  Children (FRCHILD) 
14 Brookside Road 
Darien, Connecticut 06820 
( 203)655-2218 

Executive Contact: 
Mrs. Constance B o l l  
Executive D i rec tor  

V i c to r i a  & Albert  Gildred Foundation f o r  
L a t i n  American Health & Education (VGILD) 

1150 NW 14th Street  
Miami, F lo r ida  33U6 
( 305) 547-2113 

Executive Contact: 
Mrs. V ic to r ia  Gi ldred 
President 

G i r l  Scouts o f  the United States o f  America (=A) Executive Contact: 
830 Third Avenue Mrs. Mary Frances Peters 
New York. New York 10022 Washinaton Re~resenta t ive  3 
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Global Outreach (GO) 
P.O. Box 1 
Tupelo, Miss iss ippi  38802 
( 601) 842-46l.5 

EFFECTIVE DATE PAGE NO. 

August 28, 1984 4D-11 

Executive Contact: 
D r .  Sammy Simpson 
Executive Director  

Global Water, Incorporated (GWI) 
2033 M S t r e e t ,  N.W., S u i t e  300 
Washington, D.C. 20036 
( 202) 466-3528 

Executive Contact: 
Mr. P e t e r  G. Bourne 
Pres iden t  

Goodwill I n d u s t r i e s  of America/National Off ice  ( G I A )  Executive Contact : 
9200 Wisconsin Avenue Mr. Robert Ransom 
Bethesda, Maryland 20814 Di rec to r ,  I n t e r n a t i o n a l  
( 301) 53 0-6500 Operat ions 

Hadassah (WDASSAH) b 50 West 58th Street 
New York, New York 10019 
(212) 355-7900 

Executive Contact: 
Ms. N i n e  Kaplan 
Executive Director  

Heifer  P ro jec t  I n t e r n a t i o n a l  (HPI) 
P.O. Box 808 
L i t t l e  Rock, Arkansas 72203 
( 501) 376-6836 

Executive Contact: 
Mr. Alden Hickman 
Executive Director  

Helen Keller I n t e r n a t i o n a l  ( M I )  
15 West 16th S t r e e t  
New York, N e w  York 10011 
(212) 62G2100 

Executive Contact: 
Mr. John Cost e l l o  
Executive Director  

Hias, Inc. (HIAS) 
200 Park Avenue South 
New York, New York 10003 
(212) 674-6800 

Executive Contact: 
Mr. Leonard Seidenman 
Executive Vice Pres ident  

High Scope Educational Research Foundation (HISOOPE) Executive Contact: 
600 North River Street Dr. David Weikart 
Yps i l an t i ,  Michigan 48197 Pres iden t  
( 313) 485-2000 
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Ho l t  I n t e r n a t i o n a l  Ch i ld ren 's  Services ( mLT) Executive Contact: 
P.0. Box 2880 M r .  David H. Kim 
Eugene, Oregon 97402 Executive D i rec to r  
( 503) 687-2202 

AID HANDBOOK 3, App. 4D 
PAGE NO. EFFECTIVE D A T E  
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Holy Land Chr is t ian  Mission I n t e r n a t i o n a l  (HLCM) Executive Contact: 
2000 E. Red Bridge Road M r .  R. Joseph Gripkey 

3 
Kansas C i ty ,  Missour i  6 4 U 1  Executive D i rec to r  
( 816) 942-2000 

TRANS. M E M O  NO. 

3:50 

I n s t i t u t e  f o r  I n t e r n a t i o n a l  Development, Inc .  ( I I D I )  Executive Contact : 
360 M a ~ l e  Avenue West. Su i te  F Mr .  Robert L. Hancock 
~ienna' ,  V i r g i n i a  22180 
( 703) 281-5040 

Act ing Execut ive D i rec to r  

I n s t i t u t e  o f  C u l t u r a l  A f f a i r s  ( I C A )  
4750 North Sheridan Road 
Chicago, I l l i n o i s  60640 
(312) 769-5635 

Executive Contact: 
Mr .  Raymond Spencer 
D i rec to r ,  Program 
Development 

I n s t i t u t e  o f  I n t e r n a t i o n a l  Education ( I I f /NY)  
809 United Nations Plaza 
New York, New York 10017 
( 212) 883-8200 

Executive Contact: 
Mr.  Richard Krasno 
President 

I n s t i t u t e  o f  I n t e r n a t i o n a l  Law and 
Economic Development ( IILED) 

6807 Pr ince Georges Avenue 
Takorna Park, Maryland 20012 

Executive Contact: 
Mr. Arnold k e b o w i t z  
President 

I n s t i t u t i o n a l  Development & Economic 
A f f a i r s  Service, Inc .  ( IDEAS ) 

Magnolia S ta r  Route 
Nederland, Colorado 80466 
(303) 443-8789 

Executive Contact: 
M r .  B r ian  Beun 
President 

Inter-American Development I n s t i t u t e  ( IADI) 
1789 Columbia Road, N.W. 
Washington, D.C. 20009 
( 202) 483-0491 

Executive Contact: 
Ms. Marina Fanning 
Execut ive D i rec to r  
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I n t e rna t i ona l  Agency f o r  M i c u l t u r e  Development ( IAAD) Executive Contact : 
3201 Huffman Boulevard Mr. Rodney Di l l inger  
Rockf ord, I l l i n o i s  61103 Executive Director  

L/ 
I n t e rna t i ona l  All iance f o r  Children ( IAC) Executive Contact: 
23 South Main S t r ee t  Mrs. Jan Mabasa 
New Milford, Connecticut 06776 Executive Director  
(203)354-3417 

TRANS. MEMO NO. 

3:50 

I n t e rna t i ona l  Educational Developmnent (ED) Executive Contact: 
515 East Fordham S t r e e t  Rev. Aseph W .  Conyard 
Bronx, N e w  York 10458 Pres ident  
(212) 8656103 

kd I n t e rna t i ona l  Executive Service  Corps (*C) Executive Contact: 
8 Stamford Form,  Box 10005 Mr. Thomas S. Ca r ro l l  
Stamford, Connecticut 06904 Pres ident  and C. E. 0. 
( 212) 490-6800 

EFFECTIVE DATE 

August 28, 1984 

I n t e rna t i ona l  Eye Foundation ( IEF) 
7801 Norfolk Avenue 
Bethesda, Maryland 20814 
(301) 986-1830 

PAGE NO. 
4D-13 

Executive Contact: 
Mr. John R. Babson 
Executive Director  

I n t e rna t i ona l  Hunan Assistance Programs ( IMP) 
360 Park Avenue South 
New York, N e w  York 10010 
(212)684-6804 

Executive Contact: 
Dr .  Myles K. Ren 
~ x e c u t i v e  Vice Pres ident  

I n t e rna t i ona l  I n s t i t u t e  of Rural Reconstruction (IIRR) Executive Contact : 
1775 Broadway, Su i t e  619 Mrs. Ping-sheng Chin 
New York, N e w  York 100l9 Vice Pres ident  
( 2)2) 2452680 

The In t e rna t i ona l  Medical Eye Bank, Inc. ( N E B )  Executive Contact: 
13 305 Park Avenue, The Eye Bank Building Mr. Frederick N. G r i f f i t h  

Baltimore, Maryland 21201 Executive Director  
( 301) 75 2-2020 
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International Lifeline, Incorporated (1l-I) Executive Contact: 
4520 N.W. 36th Mr. Robert E. Watkins 
Oklahoma C i t y ,  Oklahoma 73123 Executive Director 
(405) 728-2828 

PAGE NO. 

4D-14 

International Nursing Services Association ( INSA) Executive Contact: 
P.O. Box 15086 Ms. Robin C. Hains 

- 
EFFECTIVE DATE 

August 28, 19.84 
TRANS. M E M O  NO. 

3:50 

Atlanta, Georgia 30333 
( 404) 634-5748 

AID HANDBOOK 3 ,  APP. 4D 

Director, Program 
Development 

International Planned Parenthood Federation/ 
Western Hemisphere ( IPff ) 
105 Madison Avenue 
New York, New York 10016 
( 212) 619-2230 

Executive Contact: 
Dr. Herman Sanhueza 
Regional Director 

International Program fo r  Hunan 
Resource Development ( IWD) 

7720 Wisconsin Avenue 
Bethesda, Maryland 20014 
( 301) 656-1200 

Executive Contact: 
Dr. Varmese Kerrikatte 

International Rescue C m i t t e e  (JRC) 
386 Park Avenue South 
New York, New York 10016 
( 212) 619-0010 

Executive Contact: 
Mr. Charles Sternberg 
Executive Director 

International Social Service, American Branch ( ISS) Executive Contact : 
20 West 40th Street  Mr. Wells C. Klein 
New York, New York 10018 Executive Director 
(212) 398-9142 

- 

International Voluntary Services (IVS) 
1424 16th Street ,  N.W., Suite 504 
Washington, D.C. 20036 
(202) 387-5533 

Executive Contact: 
Ms. Nan Borton 
Executive Director 

Jobs for  Progress (JOBS) 
l355 River Bend Drive, Suite 350 
Dallas, Texas 75247 
(214) 631-3999 

Executive Contact: 
Mr. Pedro Ruiz Garza 
President 
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La Leche League I n t e r n a t i o n a l  ( L L L I )  
9616 Minneapolis Avenue 
Frankl in  Park, I l l i n o i s  60U1 
( 312) 455-7730 

Executive Contact :  
Ms. Betty Wagner 
Executive Di rec to r  

TRANS. MEMO NO. 

3:50 

Laubach Li teracy I n t e r n a t i o n a l  (LAuBAM) 
1320 Jamesvil le  Avenue, Box 131 
Syracuse, New York 13210 
(315) 422-9121 

Executive Contact:  
Mr. Robert S. Laubauch 

EFFECTIVE DATE 

August 28, 1984 

Pres iden t  

PAGE NO. 
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Lutheran World Re l i e f  ( LWR) 
360 Park Avenue South 
New York, N e w  York 10010 
(212) 532-6350 

Executive Contact:  
Mr. Norman E. Barth 
Executive Di rec to r  

M A P  I n t e r n a t i o n a l  (MAP) 
(C/ 327 Gundersen Drive 

Carol  Stream, I l l i n o i s  60187 
(312) 653-6010 

Executive Contact:  
Mr. Larry E. Dixon 
p res iden t  

Meals f o r  Mil l ions/  
Freedom from Hcnger Foundation (MFM) 
815 Second Avenue, S u i t e  1001 
New York, New York 10017 
(212) 9864170 

Executive Contact:  
Mr. P e t e r  3. Davies 
P res iden t  

Medical Care Development (MEDCARE) 
11 Parkwood Drive 
Augusta, Maine 04330 
( 207) 622-7566 

Executive Contact:  
Mr. John La Casse 
Pres iden t  

Mennonite Centra l  Ccmnittee (MCC) 
21 South 12th S t r e e t  
Akron, Pennsylvania 17501 
(717) 859-1151 

Executive Contact:  
Mr. Reginald Toews 
Executive Di rec to r  

National  Associat ion of t h e  
P a r t n e r s  of t h e  Al l iance  (NAPA) 

l 4 2 4 K S t r e e t ,  N.W., S u i t e 7 0 0  
Washington, D. C. 20005 
(202) 628-3300 

Executive Contact:  
Mr. Alan A. Rubin 
Pres iden t  
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National Council f o r  In te rna t iona l  Health ( NCIH) Executive Contact: 
2100 Pennsylvania Avenue, N. W . , Suite 740 Dr .  Russel E. Morgan 
Washington, D.C. 20037 Executive Di rect  o r  
( 202) 4664740 

i 

A ID  HANDBOOK 3 ,  App. 4D PAGE NO. EFFECTIVE DATE 

Auqust 28, 1984 

National Council o f  La Raza (LARAZA) 
20 F Street, N. W. , Second Floor 
Washington, D. C. 20001 
( 202)62&9600 

. 4D-16 
TRANS.  MEMO NO. 

3 : 50 

Executive Contact: 
M r .  Raul Yzaauirre 
President 

National Council o f  Negro Women ( N ~ w )  
1819 H Street, N.W., Sui te  900 
Washington, D.C. 20006 
(202) 223-8055 

Executive Contact: 
Ms. Dorothy Height 
Nat ional President 

Nat ional 4-H Council (4-H) 
7100 Connecticut Avenue 
Chevy Chase, Maryland 20815 
( 202) 6569000 

Executive Contact: 
Mr .  Grant Shrum 
Managing D i rec tor  

Nat ional Of f i ce  f o r  Social  Responib i l i ty  
i n  the Pr ivate Sector (NOSR) 

208 N. Washington Street 
Alexandria, V i rg in ia  22314 
( 703) 549-5305 

Executive Contact: 
M r .  Robert J. Gemignani 
President 

National Rural  E l e c t r i c  
Cooperative Association (NIECA) Executive Contact: 

1800 Massachusetts Avenue, N.W., Suite 200 Mr. Robert D. Par t r idge 
Washington, D.C. 20036 Executive Vice President 

d 
( 202) 857-9500 

Nat ional W i l d l i f e  Federation (NWF) 
1412 16th Street, N.W. 
Washington, D.C. 20036 
(202) 797-6800 

Executive Contact: 
Mr .  Benjamin C. Dysart, I11 
President 

Near East Foundation (W) 
29 Broadway, Suite 1125 

Executive Contact: 
Mr .  Richard C. Robarts 

New York, k w  York 10006 
( 212) 269-0600 

Executive D i rec tor  
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New TransCentury Foundation (NTC) 
1789 Columbia Road, N.W. 
Washington, D. C. 20009 
( 202 32G4400 

Executive Contact : 
M r .  Warren Wiqqins 

TRANS. MEMO NO. 

3350. 

- - 
D i rec t  or  

16 Kelseytown Bridge Road 
Cl inton, Connecticut 0 6 4 U  
(203) 669-9206 

EFFECTIVE DATE 

August 28, 1984 

Executive Contact: 
Mr .  Ivan Kats 
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Executive D i rec to r  

Operation Bootstrap A f r i ca  (BOOTSTRAP) 
1055 East Wayzatta Blvd. 
Wayzatta, Minnesota 55391 
(612) 4756518 

Executive Contact: 
Mr.  Ernest J. Holman 
Executive D i rec to r  

Opportunit ies I n d u s t r i a l i z a t i o n  Cr/ Centers In te rna t iona l ,  Inc. (OICI) 
240 West Tulpehocken Street  
Philadelphia, Pennsylvania 19144 
(215) 842-0220 

Executive Contact: 
Mr.  Gary Robinson 
Executive D i rec to r  

Overseas Education Fund (OEF) 
2101 L Street, N.W., Su i te  916 
Washington, 0. C. 20037 
( 202) 466-3430 

Executive Contact: 
Ms. E l i s e  F iber  Smith 
Executive D i rec to r  

Pan American Development Foundation (PADF) Executive Contact: b 1889 F Street, N. W. , 8 t h  F loor  Mr.  Lewis Townsend 
Washington, D. C. 20006 Vice President 
(202)78!%3969 

Partnership f o r  Produc t i v i t y  I n te rna t i ona l  (ff P) Executive Contact: 
2441 18th Street, N.W. Mr. Andrew H. Oerke 
Washington, D.C. 20009 President 
(202) 234-0340 

Pathf inder Fund (PATH) Executive Contact: 
U 3 0  Boylston Street Mr .  Howard K. Gray 
Chestnut H i l l ,  Massachusetts 02167 Executive D i rec to r  
(617) 731-1700 
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People-to-People Health Founda t i o n  (Pro jec t  Hope) Executive Contact:  
Health Sciences Education Center ,  Car ter  Ha l l  Dr. William B. Walsh 
Millwood, Virgin ia  22646 Pres ident  
( 703) 837-2100 

PAGE NO.  
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Pioneer Women (PWMOJ) 
200 Madison Avenue 
New York, New York 10016 
(212) 725-8010 

TRANS. M E M O  NO.  

3:50 
EFFECTIVE DATE 

August 28, 1984 

Executive Contact: 
Mrs. P h y l l i s  Sutker  
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National P res iden t  

Planned Parenthood Federa t ion  of America ( W A )  Executive Contact: 
810 Seventh Avenue Ms. Faye Wattleton - - .  

New York, New ~ o r k  10019 
(212) 541-7800 

pres ident  

Planned Parenthood of New York Ci ty  
(Margaret Sanger Center)  (PPNY) 

380 Second Avenue 
New York, New York 10010 
(212) 677-6474 

Executive Contact:  
Mr. P e t e r  3. Purdy 
Associate Executive Di rec to r  

Planning Assistance Incorporated (PA11 
141 F i f t h  Avenue 
N e w  York, N e w  York 10010 
(212) 677-4372 

Executive Contact: 
Mr. Charles A. P a t t e r s o n  
Executive Di rec to r  

Populat ion Council ( FXIPCOUN) 
One Dag Hamerskjold Plaza 
New York, N e w  York 10017 
(212) 644-l300 

Executive Contact: 
Mr. George Zeidens te in  
Pres ident  

P r i v a t e  Agencies Col labora t ing  Together (PACT) Executive Contact: 
777 United Nations Plaza Mr. Robert F. OIBrien 
New York, N e w  York 10017 
(212) 697-6222 

Executive Di rec to r  

Program f o r  t h e  In t roduct ion  and A d a ~ t a t i o n  *D.. 

o f  -contraceptive Technology (PIACT)' 
Canal Place. 130 Nickerson S t r e e t  

Executive Contact: 
Mr. Gordon W. Perkin 

S e a t t l e ,  washington 98109 
( 206) 285-3500 

Executive Di rec to r  
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Pro ject  Concern I n t e r n a t i o n a l  (PCI) 
3550 Af ton Road, P.O. Box 85323 
San Diego, Ca l i f o rn ia  92138 
( 619) 279-9690 

Executive Contact: 
Mr .  Henry Sjaardema 

TRANS. MEMO NO. 

Executive Direc t o r  

3:50 

Project  Orbis (Of3BIS) 
330 West 42nd Street  
New York, New York 10036 
(212) 244-25Z 

EFFECTIVE DATE 

Executive Contact: 
Mr .  O l i ve r  Foot 

PAGE NO. 

August 28, 1984 
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Rare Animal Rel ief  E f f o r t ,  Inc. (RARE) 
1601 Connecticut Avenue, N.W. 
Washington, D.C. 20009 
( 202) 745-7364 

Executive Contact: 
Mr.  Gerald A. Lieberman 
President 

Rav Tov Canmittee t o  A id  New Immigrants (RAVTOV) Executive Contact: 
1/ l Z5  Heyward St reet  Rabbi David Niederman 

Brooklyn, New York 11206 Executive D i rec to r  
( 212) 875-8300 

Dr. Jose P. Rizal/General Douglas 
MacArthur Memorial Foundation (REAL) 

3245 Town C r i e r  Court 
arookf ie ld ,  Wisconsin 53005 
(414)781-0594 

Executive Contact: 
Mrs. N i lda  Lontok 
Executive Secretary 

Salesian Society (SALESIAN) 
148 Main Street (Box 30) 
New Rochelle, New York 10802 
( 914) 6364225 

Executive Contact: 
Rev. E. 3. Cappe l l e t t i  
Executive ~ i r e c t o r  

Salvat ion Army World Service O f f i ce  (SAWSO) 
1025 Vermont Avenue, N. W. Su i te  305 
Washington, D . C. 20005 
( 202) 833-5646 

Executive Contact: 
c( vacant 1 
D i rec to r  

Save the  Children Federat ion (SCF) 
54 Wil ton Road 
Westport, Cmnnecticut 06880 
(203) 226-7271 

Executive Contact: 
M r .  David L. a v e r  
President 
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Seven th-day Adventist World Service (SAWS) Executive Contact: 
6840 Eastern Avenue, N.W. Dr. R. R. Drachenberg 
Washington, D. C. 20012 Executive Director  
( 202) 722-6770 

AID HANDBOOK 3, App. 4D PAGE NO. EFFECTIVE DATE 
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S r i  Lanka Overseas Foundation (SLOF) 
P.O. Box 57015 
Washington, D.C. 20037 

TRANS. M E M O  NO. 

3:50 

Executive Contact: 
Ms. C. V i j i t h a  Fernando 

S m e r  I n s t i t u t e  of L ingu i s t i c s  (SIL) 
Hmtington Beach 
Huntington Beach, C a l i f o r n i a  92647 
( 714) 536-9346 

Executive Contact: 
Mr. Frank Robbins 
Executive Director  

Technoserve ( TNS) 
11 Belden Avenue 
Norwalk, Connecticut 06850 
( 203) 8463231  

Executive Contact: 
Mr. Edward P. Bullard % 
Pres ident  

Terra I n s t i t u t e  (TERRA) 
P.O. Box 2076 
Madison, Wisconsin 53701 
( 608) 767-3449 

Executive Contact: 
Mr. David S t a n f i e l d  
Pres ident  

Town A f f i l i a t i o n  Association of t h e  U.S./ 
S i s t e r  Cities I n t e r n a t i o n a l  (TAA/SCI) Executive Contact: 
1625 Eye S t r e e t ,  N.W., S u i t e  424-26 Mr. Thomas W. G i t t i n s  
Washington, D.C. 20006 Executive Vice Pres ident  
( 202) 293-5504 

Trickle-Up Program, Inc. (TUP) 
54 Riverside Drive, PHE , 
New York, New York 10024 
(212) 362-7958 

Executive Contact: 
Mr. Glenn Leet 
C o 4 i r e c t o r  

The Trus tees  of t h e  Phelps Stokes Fund (PHELPS/NY) Executive Contact: 
1 0  East 87th S t r e e t  Mr. Frankl in  H. Williams 3~ 
New York, N e w  York 10128 
( 212) 427-8100 

Pres ident  
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Un i ta r ian  Un iversa l i s t  Service C o m i t  tee ( UUSC) Executive Contact: 
78 Beacon St reet  Mr .  Richard Scobie 
Boston, Massachusetts 02108 Executive D i rec to r  
( 617 ) 742-2120 

United I s r a e l  @peal (UIA) 
&I& 515 Park Avenue 

New York, New York 10022 
(212)688-0800 

TRANS. MEMO NO. 

3:50 

Executive Contact: 
Mr.  I r v i n g  Kessler 

EFFECTIVE DATE PAGE NO. 

August 28, 1984 4D-21 

~ x e c u t i v e -  v i ce  Chairman 

United States Foundation fo r  
I n t e r n a t i o n a l  Scouting ( wFIs) 

1325 Walnut H i l l  Lane 
I r v i n g ,  Texas 75062 
(214) 659-240 

Executive Contact: 
Mr. J. L. Tarr 
Executive D i rec to r  

Uni ted Way In te rna t i ona l  (UWI) 
701 North Fa i r fax  St reet  
Alexandria, V i rg i n i a  22314 
( 703) 8367100 

Executive Con t a c t  : 
Mr. Wi l l iam Aramony 
President 

Volunteers i n  Overseas Cooperative Assistance (VOCA) Executive Contact: 
1800 Massachusetts Avenue, N. W . , Sui te  301 Mr. Kenneth Naden 
Washington, D.C. 20036 President 
(202) 223-2072! 

Volunteers i n  Technical Assistance ( VITA) Executive Contact: 
1815 N. Lynn Street ,  Su i te  200 Mr. Henry Norman 
Rosslyn, V i r g i n i a  22209 Executive D i rec to r  

Booker T. Washington Foundation (BTWF) 
2000 K Street ,  N.W., Su i te  800 
Washington, D.C. 20006 
(202) 85 7-4800 

Executive Contact: 
Mr .  Charles T. Wil l iams 
President 

Winrock I n te rna t i ona l  Livestock 
Research & Tra in ing Center ( w I )  

P e t i t  Jean Mountain, Route 3 
Mor r i l ton ,  Arkansas 72110 
( 501) 727-5435 

Executive Contact: 
Mr .  R. 0. Wheeler 
President 
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Wisconsin-Nicaragua Partners of the h e r i c a s  (WNPA) Executive Contact: 
1056 Van Hise Hal l ,  1220 Linden Drive Dr. Wayne Wolfe 
Madison, Wisconsin 53706 President 
( 608) 263-3360 

World Concern Development Organization ( WCDO) Executive Contact: 
Box 33000 Mr. Arthur L. Beals 3 

- 
TRANS. MEMO NO. 

3:50 

Seattle, Washington 98133 
( 206) 5467201 
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President 

World Education, Incorporated (wEI) 
210 U n c o l n  Street 
Boston, Massachusetts 02l11 
( 617) 482-9485 

Executive Contact: 
Mr. Joel  Lamstein 
President 

World Federation f o r  Medical Education (wFME) Executive Contact: 
1 Oupont Circ le,  1200 Dr. John A.D. Cooper 
Washington, D.C. 20036 Treasurer 
(202) 828-0400 

3 
- -- -- - - - 

World Rehab i l i ta t ion  Fund (WRF) Executive Contact: 
400 East 34th Street Mr. Howard A. Rusk 
New York, New York 10016 President 
( 212) 340-6062 

World Re l i e f  Corporation (WRC) 
450 Gunderson Drive, P.O. Box WRC 
Carol Stream, I l l i n o i s  60187 
(312)665-0235 

Executive Contact: 
Mr. Jerry Ba l la rd  
Executive Di rector  

World Vision Re l ie f  Organization (WVRO) 
919 West Huntingtan Drive 
Monrovia, Cal i forn ia 91016 
(213) 357-1111 

Executive Contact: 
Dr. Ted W. Engstrom 
President , World Vision 
In te rna t iona l  

World W i l d l i f e  Fund - U.S. (WWLIFE) 
1601 Connecticut Avenue, N. W . 
Washington, D. C. 20009 
( 202) 387-0800 

Executive Contact: 
Mr. Russell  E. Train 
President 
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Young Men's Chr is t ian Association o f  the USA, 
Nat ional  Board (YMCANSA) Executive Contact: 

101 North Wacker Drive Mr. Steve La Vake 
Chicago, I l l i n o i s  60606 Manager, In te rna t iona l  
( 312) 977-0031 Education 

Iv 
Young W6ment s Chris t i a n  Associa t i o n  ( YWCA) 
Nat ional Board o f  the U.S.A. Executive Contact: 
135 West 50th Street-4th F loor  Dr. Jewel Graham 
New York, New York 10020 President 
( 212) 621-5115 

- . 
TRANS. MEMO NO. 

3:5Q 
EFFECTIVE DATE 

Auqust 28, 1984 
1 ir)fO. 
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AID REGULATION 2 
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There f o l l o w s  below t h e  t e x t  of  AID Regu la t ion  2, as amended i n  i t s  e n t i r e t y  
e f f e c t i v e  J u l y  28, 1977, p e r  publ  i c a t i o n  i n  t h e  Federal  R e g i s t e r  o f  
August 10, 1977 (42 F.R. 40428 - 40430) 

EFFECTIVE DATE 
August 1 , 1979 

TRANS. MEMO NO. 
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. . I n i t i a l l y  e f f e c t i v e  May 4, 1963, pe r  p u b l i c a t i o n  i n  t h e  Federal Reg i s te r  
o f  May 14, 1963 (28  F.R. 4789). 
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. .Sect ion 202.1 ( f )  was r e v i s e d  e f f e c t i v e  J u l y  4, 1963, e r  pub l  i c a t i o n  
i n  t h e  Federal  Reg i s te r  of  J u l y  4, 1963 (28 F.R. 6874 Y . 

. .Sec t ion  202.2 was r e v i s e d  pe r  ub l  i c a t i o n  i n  t h e  Federal  R e g i s t e r  
o f  J u l y  20, 1965 (30 F.R. 9059 7 . 

..Revhed edfiecltive Augudt 1 ,  1 9 7 9 ,  pm pubfication i n  t h e  F e d a d  
R e g h t u  06 J d q  1 7 ,  1 9 7 9  ( 4 4  F .R .  4 7 4 2 5 ) .  

DEPARTMENT OF STATE 

Agency tor lnternatlonal Development 

CHAPTER H-AGEWCY FOR 
INTERNATIONAL DEVELOPMENT, 
DEPARTMENT OF STATE 

[AID R.0 21 

PART 2024VERSEAS SHIPMENTS 
OF SUPPLIES BY VOLUNTARY NON- 
PROFIT RELIEF AGENCIES 

A.I.D. Regulation 2 is hereby revised 
as follows: 
Sec. 
202.1 Dehition of terms. 
202.2 Shipments eligible for reimbursement 

of freight charges. 
202.3 Freight Reimbursement limitations. 
m2.4 Certificates. 
202.5 Approval of programs, projects and 

n e ~ c e s .  
202.6 AppUcation~ for reimbursement of 

freight charges. 
2027 Documentation required for 

reimbursement. 
202.8 Refund by suppliers and/or agencies. 
202.8 Waiver authority. 

Autbai* 202.1 to 202.8 issped under sec. 
621,75 Stat 424, as amended: 22 U.S.C. 2151. 
Interpret or apply eecs. 102,82 Stat. 937,22 
U.S.C. Zl51u; EO. 10679,26 FR 10469,3 CFR 
1881 Supp. 

0202.1 Deihwno(- 
[a] 'The Administrator" meane the 

Administrator of the Agency for 
International Development. 
(b] 'The Committee" means the 

Advieory Committee on Voluntary 

Foreign Aid of the Agency for 
International Developmt. 

[c] "Supplies" meane development, 
relief end rehabilitation supplies 
ehipped ia eupport of programs 
approved by AID ae well ae 
administrative suppliee and equipment 
shipped in eupport of euch programs. In 
no cane shall such euppliee include 
iteme for thcpemonal uee of 
repreeentatives of the regietered agency 

(dl "Agency" or "agencies" meane the 
American Red Croes and any United 
Statee voluntary non-profit relief agency 
registered with and approved by the 
Committee. 

(e) "Duty free" means exempt from all 
cuetome dutiee, and other duties, tolls. 
and taxee of any kind. 

(f) "Recipient country" means any 
country or area in which voluntary non- 
profit relief agenciee regietered with and 
approved by the Advisory Committee on 
Voluntary Foreign Aid have programs 
approved by AID. 

(g) "Reimbursement" meane [I) 
payment directly to an agency by AID, 
or (2) payment to an agency by a 
banking institution in the United Statee 
a c W  under letter of commitment issued 
by Ab guaranteeing subsequent 
reimbursement to the banldm institution - 
of such payment. 

(h) "Port of entry" means an m a n  
port in the recipient country. 

(i) "Polnt of entry" means the ilnt 
customs point, or any otherwise 
designated point in a redpient country 



202.l (i) 
which receives imported commodities 
via an ocean port not located in the 
recipient country. 

0 202.2 JgAk for 
nlmburremrrrt of fm@ht ChUQea 

(a) In order to further the efficient use 
of United States voluntary contributions 
for development, relief, and 
rehabilitation in nations or areas 
deeignated by the Administrator of AID 
from time to time, agencies may be 
reimbureed by AID within specified 
limitatlone for height charges incurred 
and paid in transporting supplies 
donated to or purchased by such 
aaencies from United States ports or, in 
the case of excess or surplus property 
supplied by the United States, from 
foreign port8 to ports of entry in the 
recipient country or to points of entry in 
the recipient country in cases (1) of 
landlocked countrfee. [2] where ports 
cannot be used effectively because of 
natural or other disturbances, (3) where 
carriers to a specified country are 
unavailable, or [I] where a substantial 
ravings in costs or time can be effected 
by the utilization of points of entry other 
than portr. 

[b) Shlpmente shall be eligible tor 
reimburoement of b i a b t  charges only as 
authorized by the issuance by AID of a 
PI.ocurement Authorization Form AID 
llGu4). 

(c) The Office of Commodity 
Management. Bureau for Program and 
Management ,Services, AID, shall be 
reeponsible for detennlning when 
carriers are "unavailable." 

TRANS MEMO NO. 
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# 2023 Freight rdmbwnment Iimitatlonr 

Economic utilization of AID fun& 
available for reimbursement to agencies 
for freight charges incurred and paid by 
such agencies for the shipment of 
donated or purchased supplies to a 
recipient country requires the following 
limita~ons on amounts reimbursable: 

[a) Ocean fm&h& The amount of 
ocean freight chargesxeimbursablb to an 
agency is limited to the actual cost of 
transportation of the suppliee as 
esseesd by the delivering carrier either 
in accordance with its applicable tariff 
for delivery to the discharge port or in 
accordance with the applicable charter 
or booking contract at a rate not 
exceeding the prevailing rate. if any, for 
similar fzeight services. or the rate paid 
to the supplier of ocean transportation 
for similar services by other customers 
similarly situated, as attested to by &e 
supplier in Block 13 of Form AID 1-1, 
entitled "Voluntary Agency and Carrier 
Certificate." (See 8 2024[a].] 

EFFECTIVE DATE 

August 1, 1979 
AID HANDBOOK 3, App 4E 9 

(b) Inland freighk The amount of 
inland freight charges reimbursable to 
an agency is limited to the actual cost of 
transportation of supplies from pickup 
point in initial port of d i s chqe  :o 
designated point of entry in the recipient 
countiy at a rate negotiated by the 
agency representative as attested to by 
such agency representative in Block 14  
of Porn1 AID 1550-1, entitled "Voluntary 
Agency and Carrier Certificate." (See 
8 202.4(b).) 
(c] Related shipping costs. Where 

inland ireight charges are reimbursed 
expenses incurred in transferring 
supplies from ocean carrier to inland 
carrier may be reimbursed to the agency 
when such expenses are not for account 
of the ship nor iccluded in the inland 
tmnsportation charges. 

Certificates will be required as  
foIlow8: 

(a) Ocean tmnsportation. The supplier 
of ocean transportation will execute 
Form AID 1550-1, entitled "Voluntary 
Agency snd Carrier Certificate," in an 
original and two copies. 

(b)  Inland transportation and related 
shippi~g costs. Where inland 
transportation, including related 
shipping costs, is reimbursable under 
provisions of 8 202.3, the representative 
of the agency will execute Form AID 
1550-1. entitled "Voluntary Agency and 
Carrier Certificate." in an original and 
two copies when, in the absence of 
published tariffs or a prevailing rate, it 
is necessary to negotiate for the 
shipment of the supplies 

8 202.5 Apprwd of pr- projects 
and- 

[a] Prior to applying for 
reimbursement for freight charges, an 
agency must obtain AID'S written 
approval of its programs by submitting 
the following infonnation to the Chief. 
Public Liaison Division. Office of Private 
and Voluntary Cooperation, Bureau for 
Private and Development Cooperation, 
Agency for International Development 
Department of State, Washington, D.C. 
20523. 

(1) A narrative description detailing 
the agemy's specific country programs, 
objectives. projects, m services of relief. 
rehabilitation, disaster assistance, 
development assistance and welfare; 

(2) Except as provided for fn 
paragraph (b] d this section, evidence 
that written assurances have been 
obtained from the government of the 
recipient country that: 
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2 0 2 . 5 ( a )  ( 2 )  

(i] Appropriate facilities are or will be (2) The application for reimbursement 
afforded for the necessary and of freight chargee together with 
economical operations of the program. documentation required under 8 202.7 is 
project. or service; submitted to the Agency for 

(ii] The specific program, project, or International Development. Attention: 
service has been accepted; Banking and Finance Division, Office of 

(iii) The supplies provided in support Financial Management. Washington. 
of the program, project or service will be D.C. 20523, or to a U.S. bar& holding an 
h e  of custome dutiee, other duties, tolls AID letter of commitment. 
and taxes; (b) h the case of ocean 

(iv] The eupplies will be treated as a transportation, the application must be 
supplementary reeource; submitted within 60 daye of the date of 

(vJ The supplies will be identified, to the related mean bill of lading. In the 
the extent practicable, a s  being of case of inland transportation the 
United Statee origin; and application must be submitted within 

(vi) Insofar ae practicable, the 180 days of the date of the related ocet~n 
suppliee will be received, unloaded. bill of lading. 
warehoused, and transported cost-free 
to points of distribution; g 2 ~ 2 7  Docwnentatlm requirsd for 

(3) Evidence that: relmbursemenf 

(1) Shipmente will be made only to Claims for reimbursement of freight 
consignees reported to AID, and full charges must be supported by the 
responsibility is assumed by the agency following documents: 
for the noocommercial distribution of (a) Voucher SF 1034. 'Public Voucher 
the suppliee free of cost to the persons for Purchasee and Services Other than 
ultimately receiving them, or in special Personaln-Voucher SF 1034 in original 
cases and following notice to AID, for and three copies to be prepared by the 
the sale to recipient8 at nominal cost or agency r e q u a h g  reimbursement of 
as payment for work performed to freight charges. 
promote projects of self-help and (b) Bills of lading- 
economic development, but in no case 
shall supplies be withheld from needy (I) Toporis of entry. Where the 

shipment is made to a port of entry. persons because of their inability to pny 
or work; and ocean or charter party bill of lading (or 

photostat) evidencing ahipment from an  tii) Distribution is made solely on the eligible port of export ae prescribed in basis of need without regard to race, 
color. religion, sex or national origin; ) 202.2[a) to the port of entry. The bill of 

lading shall indicate the carrier's 
(iii) That paragraph (a)[3)[i) and (ti) of complete statement of charges including 

this ~ection are conducted under the all relevant weights, cubic 
supervision of the agency's meaeuremente, ratee, and any 
representative specifically charged with applicable tariff surcharges. 
responsibility for the program or project. (2) To points of entry. (i) Where the 

(b) Couzpliance with paragraph (a)(2) ehipment ie made to a point of entry and 
of this section is not required when the through bille of l a d i i  to deeignated 
specific program. project, or service is point of entry are not ieeued, an ocean 
within the scope of any agreement that or charter party bill of lading (or 
hae been concluded between the U.S. photostat) evidencing ehipment from an 
Government and the Government of the eligible port of export ae precribed in 
recipient country which furthers the $ m.z(a) to the port of diecharge, and a 
operatione of an agency acceptable to receipted copy of the rail, truck, or barge 
the recipient counby. bill8 of lading (or other acceptable ' 

(c] Onappmval of the! agency's commercial document) covering the 
progrems written notice thereof will be traneportation of the euppliee from the 
issued by AID to the agency. ocean carrier'e point of delivery at  port 

of discharge to point of entry in recipient 
$2026 ~ w t o r n i ~ l k w s e m e n t d  country, correctly aeeeeeed at time of 
freight charge& loading by the land carrier for freight on 

(a) Any agency may make application a weight, measurement, or unit baeie to 
for reimbursement of freight charges point of entry in recipient country and 
incurred and paid on shipments eligible h m  point of entry to point of delivery 
under 8 202.2 provided: in the redpient country. The bill of 
(1) The agency has received AID'S lading shall indicate the carrier'e 

written approval of the programs. complete etatement of charges includfng 
projects, ikd services in accordance 
with 82025. 

EFFECTIVE DATE 
August I, 1979 AID HANDBOOK 3, APP 4E 
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measurements, rates and any applicable 
tariff surcharges. 

(ii) Where shipment is made to point 
of entry and through bills of lading are 
issued, a receipted copy of the through 
bill of lading evidencing shipment from 
an eligible port of export as prescribed 
in 8 202.2(a] to point of entry in the 
recipient country. The bill of lading shall 
include the carrier's complete statement 
of charges including all relevant 
weights, cubic measurements, rates, and 
any applicable tariff surcharges. 

(c] Receipted invoices. One copy [or 
photoetat) of the detailed invoice of the 
rupplier of the transportation evidencing 
peyment by the agency to the carrier. If 
the bills of lading required by paragraph 
(b) of thie section meet the requirements 
of thie subparagraph, no invoice is 
required. 

[d) Voluntary Agency and Carrier 
Certificate, Form AID 1550-1. (i] As 
provided in 8 202.4(a), the original and 
two copies of the Voluntary Agency and 
Carrier Ceracate executed by the 
supplier of ocean transportation, and 

(ii] As provided in 8 202.4[b], the 
original and two copies of the Voluntary 
Agency and Carrier Cert5cate executed 
by the Agency. 

4 202.83 Relund by wppLr8 and/or - 
[a) By suppliers. Any eupplier of 

bight  to whom freight charges have 
been financed by AID will promptly 
refund to AID upon demand the entire 

EFFECTIVE DATE 

August I, 1979 

amount, or any lerrer amount specified, 
of ruch bight  charges determined by 
AID to be in exceer of the prevailing 
rate at tima of rhipmcnt, if any, or the 
rate paid the rupphr for rimilar 
services by other customers similarly 
situated. 

(b] By ugencies. Any agency to which 
freight charges have been paid or 
reimbursed under this Regulation will 
promptly refund to AID upon demand 
the entire amount, or any lesser amount 
epecified, of inland transportation and/ 
or related shipping costs, (1) whenever 
AID determinee that the reimbursements 
were improper ae being in violation of 
the provisions of the Foreign Assistance 
Act of 1981, and relevant appropriation 
acts, or any rulee, regulations, or 
procedures of AID promulgated under 
any of these acts, or (2) whenever it is 
determined by the agency or AID that 
any of the supplies for which 
reimbursement wae made have not been 
accorded duty-free status by the 
recipient country. 

The Administrator may waive, 
withdraw, or amend from time to time 
any or all of the provisions of thie part. 

The revised regulation shall be 
effective August 1,1979. 
Robert H. Nooter, 
Acting Adminiatmtor, Agency for 
International Developmant. 
[PR Doc. -984 Piled %l&TIIl846 am] 
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VOLUNTARY AGENCY AND CARRIER CERTIFICATE 
VOLUNTARY RELIEF AGENCY SIIIPMENTS 

1. P r o t u l m m t  Authorlratlon No. 

6. V a d  Nmm 

2. lnvoka Numbar 3. Sourca Country Coda 

Bulk 

, 9. N m m  o f  Voluntmy Agency 

Earth Tankar 

12. Polnt o f  Entry (In neclpknt 

13. Cmrtlfloata of Ocean Frmbht Suppllar. 4 1) Tha undanlgnod haraby u n b n b n a d  tor mlrnllar u w k n  by  other curlomarm mlmllarly mlcuotad 
~ r l ( t l ~  t o  the A p w y  l o r  Inmrnatlonal Davblopmaru (AID) under (2) The undormlgnad agraam that upon raqunt o f  the Admlnlmtrrtor o t  
poru l t ln  prwldod by law that (1) ha I m  antltldd undar tha contract o f  A ID ha wl l l  promptly m J a  ratund t o  A I D  of the mum charged t o  tha 
urrlaga t o  tha rum chargad t o  tha ahlppar-voluntary nIIaf gancy and (11) ahlppar-voluntary rallat agency In  the avant o f  nonpartormar~ca o t  any o t  
m a  mum chargod t o  tha h+bparvoluntary tallat agancy dow not arcaad the the tarns o t  tha contract of carrlaga or  for breach o f  any of tho cerrnm of  
prwallln# rata, 1 any. l o r  rlmllar marvkam or the rata pald to t11a lhlmcartl lkotr 

Noma o r  mm Authorlred rl#mtum T I  t L  P k a  executed Dutr  

14, Canlfkata of Voluntay Agancy. (1) Purmuant t o  A ID  R.gulatlon 2, O (2) Tha undermlgrnd agraam that ha wll l  promptly mtund to  A ID  upon 
101.4(b). tha ~ n d o d q ~ d  c a n l t l r  that (I) thara warm no publlhmd tmrlWr danand the antlra amount, or any lammar unount mprlflmb, or Inland 
or pr-alllng rat. c o v u l n ~  Inland tranmponatlon of tho mhlpmont tranmponatlon andlor related h lpp lng comta (1) whanavor A I D  da tom lnn  
dotallad abova In  blocks 3, 11, and 11, and conmaqtlontly I t  wmm nacemmary that tha ralmburmarnantm ware knpropor am balng In  vlobclon o f  tha Foralgn 
to wsun much Inland tranaportatlon on a nagotlatad bwln, and (11) tha Amrlrtagca Act  o t  1981, any ralavant wproprlatlon actm, or any rule*. 
nogotlatad Inland fralght ratat*) and ralatad con# (It any) m a t  forth on  tha rogulatlon.. or procadurw of A ID  pmmulgatpd t4nd.r any of  thara St#, or 
at tach4 olalm l o r  roknbunanont.~.  not, fo tha bast ot  hlm knowladga and (Ill) whanwor I t  Ir detarmlnad b y  ttla agency or AID that any of the 
bollaf, I n  arccmm ,o& tha r a w  chargod other mhlppan In  comaar.blo muppllam tor whlch ralmbu-ant wam ma& h w a  not been accorded 
h l p r r u n a  duty-traa mtatum by  tho raclplant country. 

pJern8 o r  uolunlaw weney Au tho r l~ed  rl#natur8 nth Place executed Dotr 

NOTE; (J Any mmdrrunta, dal.tlona of applkabk provlrlona, or  ubatltutlonr (c) Tha word "Duplkatd' mumt ba wrbtean aftar mlgnatur) on all 
wll l  Invalidate t h o u  cut1fkat.r a b n d  coplam o t h r  then tho orlglrul. 

(b) ff a l u  rtaramontr h r a l n  mm punlahabla by U.S. Iw. 

AID  1660-1 (b77) 
$ : - -  . 



b 

I 

INSTRUCTIONS 

A n  origin.( and t w o  copier o f  form AID 1660-1 executed In ~ c o r d e n c e  BLOCK 11 - The port of  unloading. BLOCK 12 - I f  dellvery was made to  e 
with the Instructions fdlowlnn ere t o  accompany red\ Involce rubmltted landlocked country on a througl~ bil l  of  ledlng, h o w  the drst polnt of  
by  the egency f a  r d m b u n m e n t  o f  11) oceen frelght charges, (2) Inland entry I n  the landlocked country. BLOCK 13 - A responsll~le f f~c la l  o f  the 
freight chergr, end 13) related shipping charger incurred b y  the agency i n  supplier of  the ocean trangortatlon must sign the ORlGlNA ‘t only of  tha 
connection with rh lpmmt o f  suppller The (om, mey be obtelned In the form, rhowlng hh tide end the place and date o f  signature. I t  for eny 
limlted quantltles f rom banks holding letters of  commiunant or  from the reeron coples other then the orlginal need t o  be rlgned, thby should b e  
Dlstrlbl~tlon Soctlm, AID, Wahlngton, D.C. 20523. Forms may be dearly marked "Duplicete" efter the rlgnanrre. BLOCK 14 - Leave blank. 
reproduced prodded the raproductlon Is I L n t k e l  in content, :Ire. color, 
md format. WhHa the hednga  o f  the bloclu era relfaxplmetory, e brlef 
darcrlption o f  the lnfonnedon rqu l rod  Is turnlshed below In t h o r  ceser EXECUTED BY VOLUNTARY RELIEF AGENCY. A n  orlglnal and 
where there may be l qusnlon n t o  the epproprlete mty. Unless two  copies o f  the form, ertecuted b y  the agency, are t o  ucfompeny each 
otherwise p r l f l e d  k l o w ,  ell b l o c k  MUST be completed wlth either en Invoke m d  supportlng freight d a u m m t s  when claim Is made for 
entry of  npproprhte lnformetlon a the I e t t r r  " N A  (not eppllcable). mlinbunemmt of  Inlend freight trenrponetlon not lncludotl o n  l through 

blll of  Id lng ,  or reloted h ipp lna coasts when such costs ere not for 
EXECUTED B Y  SUPPLIER OF OCEAN FREIGHT. A n  orlglnel rind nccount o f  the lh lp  nor Included In the Inlend tranrportetlon charges. 

two ccples o f  the form, executed b y  the suppller o f  ocean trmporetlon, BLOCK 2 - Enter the tom1 amount for whlch the agency Is meking 
ere to accompany each Invoke end supportlng bl l l  of  I d l n g  submitted for mlmbunement; 1.0.. Inland frelght from p~ckup  polnt et lnltiel port o f  
reimbursement of  freight chmges (Including the Inlend freight ponlon t o  m t r y  to  polnt of  m t r y l  I n  the landlocked reclplent country; related 
point o f  m t r y  In Iend lockd country when the rhlprnent moves o n  a shlpplng costs; or e comblnatlon o f  both. BLOCK 3 - Enter A I D  code 
through blll of  Id ing).  BLOCK 2 Show tots1 m o u n t  Invoiced. t o  the "000'lndlcetlng U.S. roqrca.'BLOCK 4 - L4ew b lnnk BLOCK 10 - Enter 
voluntery agency; I..., r t u b l  cherga for trensporetlon f r a n  port of  export the A I D  commodity code '90500." BLOCK 11 - The porp of  unlocrdlng. 
to  port of  dlrherg., or I f  shipment was t o  l landlocked country b y  BLOCK 12 - The polnt d f  entry In the Imdocked countrh. BLOCK 13 - 
through blll of lailna, th r  cost of  emrportatlon f r a  port  o f  export t o  bm b lenk  BLOCK 14 . A responrlbla offlclal of  the erJoncy must sign 
point of  r n t r v  In thr roclplrnt country. BLOCK 3 - Entry A I D  code "000" the OHIGINAL Qnly of  the form, showlng hlr tltle end thq place m d  date 
indlcatlng U.S rourco. BLOCK 4 - The bi l l  of lading wplght rounded t o  the ef  slgnatum. I f  tor eny leeson cop la  other then tile orlginal need to  be 
nearest whole ton. BLOCK 10 - Enter the A I ~  commodity coda '9500." slgned, they should be cleprly m b r b d  "Dupllcete" after the tlgnatum. 

AID 1160-1 IS-771 . 



OFFICE OF MANAGEMENT AND 
BUDGET 

[Clrcular No. A-1101 

GRANTS AND AGREEMENTS WITH INSTI- 
TUTIONS OF HIGHER EDUCATION, 
HOSPITALS. AND OTHER NONPROFIT 

Uniform Administrative Requirements 

To the heads of executive departments 
and establishments. 

Subject: Uniform administrative re- 
quirements for grants and other agree- 
ments with institutions of hizher edu- 
cation, hospitals, and other nonprofit 
organizations 

1. Purpose.-This Circular promul- 
gates standards for obtaining consisten- 
cy and uniformity among fledera1 agen- 
cies in the administration of grants to, 
and other agreements with, public and 
private institutions of higher education, 
public and private hospitals, and other 
quasi-public and private nonprofit or- 
ganizations. This Circular does not apply 
to grants, contracts, or other agreements 
between the Federal Government and 
units of State or local governments 
covered by Federal Management Cir- 
cular 74-7. 

2. Effective date.--The standards in 
the attachments to this Circular will be 
applied as soon as practicable but not 
later than January 1. 1977. 

3.  Supersession.-This Circular res- (J cinds and replaces parts I11 and IV of 
the Appendix to Federal Management 
Circular 73-7, Administration of college 
and university research grants. 

4. Pdicy intent.-The uniform stand- 
ards and requirements included ins the 
attachments to this Circular replace the 
varying and often conflicting require- 
ments that  have bee%imposed by Fed- 
eral agencies as conditions of grants and 
other agreements with recipients. 

5. Applicability and scope.-Except as 
provided below, the standards promul- 
gated by this Circular are applicable to  
all Federal agencies. If any statue ex- 
pressly prescribes policies or specific re- 
quirements that differ from the stand- 

L, ards provided herein, the provisions of 
the statute shall govern. 

The provisions of the attachments of 
this Circular shall be applied to subre- 
cipients performing substantive work 
under grants tha t  are passed through or 
awarded by the primary recipient if such 
subrecipients are  organizations de- 
scribed in paragraph 1. 

6. Definitions. 
a. The term "grant" means money or 

property provided in lieu of money paid 
or furnished by the Federd Government 
to recipients under programs that  pro- 
vide financial assistance or that  provide 
support or stimulation to accomplish a 
public purpose. The term "other agree- 
ments" does not include contracts which 
are required to be entered into and ad- 
ministered under procurement laws and 
regulations. Grants and other agree- 
ments exclude (a) technical assistance 
programs, which provide services instead 
of money. (b) assistance in the form of 

APPENDIX 4F 
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general revenue sharing, lozns, lorn 
guarantees, or insurance, and (c) direct 
pa5ments of any kind to individuals. 

b. The term "recipient" includes the 
following types of nonprofit organiza- 
tions that are receiving Federal funds 
from a Federal agency or through a 
State or local government: 

Public and private institutions of high- 
er education; public and private hos- 
pitals; and other quasi-public and pri- 
vate nonprofit organizations such as (but 
not limited to) community x t i o n  agen- 
cies, research institutes. educational as- 
sociations, and health centers. 

The term does not include foreign or 
international organizations (such as 
agencies of the United Nations) and 
Government-owned contractor operated 
facilities or research centers providing 
continued support for mission-oriented, 
large scale programs that are Govern- 
ment-owned or controlled, or are de- 
signed as federally-funded research and 
development centers. 

7. Requests for exceptions.-The Office 
of Uanagement and Budget may grant 
exceptions from the requirements of this 
Circular when exceptions are not pro- 
hibited under existing laws. 

However, in the Interest of maximum 
uniformity, exceptions from the  re- 
quirements of the Circular will be per- 
mitted only in unusual cases. Agencies 
may apply more restrictive requirements 
to a class of recipients when appmved by 
the Office of Management and Budget. 

8. Attachments.-The standards pro- 
mulgated by this Circular are set forth 
in the Attachments, which are: 
Attachment A Cash deposltorles. 
Attachment B Boncllng and lriSU.?anCe. 
Attachment C Retentlon and ~ ~ S t o d i a l  re- 

qulrements for records. 
Attachment D Program Income. 
Attachment E Cost sharing and matching. 
Attachment F Standards for flnanclal man- 

agement systems. 
Attachment G Flnanclal reportlng requlre- 

ment8. 
Attachment H Monltorlng and reporting 

progrsm performance. 
Attachment I Payment requirements. 
Attachment J Revtslon of flnrnclal plans. 
Attachment K Closeout procedures. 
Attachment L Suspension and termlnatlon 

procedures. 
Attachment M Standard form for applylng 

for federal assistance. 
Attachment N Property management stand- 

ards. 
Attachment 0 Procurement standards. 

9. Exceptions for certain recipients.- 
Notwithstanding the provisions of para- 
graph 7 if an applicant/recipient has a 
history of poor performance, is not fl- 
nancially stable, or its management sys- 
tem does not meet the standards pre- 
scribed in the Circular, Federal agencies 
may impose additional requirements as 
needed provided that  such applicant/ 
recipient is notifled in writing as to: 

a. Why the additional standards are 
being imposed; 

b. what corrective action is needed. 
Copies of such notifications shall be 

sent to the OWce of Management and 
Budget and other agencies funding that 
recipient a t  the same time the recipient 
is notifled. 

Chp 4, HB 3 
(TM 3:43) 

10. Responsibilities.-Agencies respon- 
sible for administering programs that in- 
volve grants and other agreements with 
recipients shall issue the appropriate 
regulations necessary to implement the 
provisions of this Circular. All portions 
of such regulations that involve record- 
keeping and/or reporting requirements 
subject to the provisions of the Federal 
Reports Act and OMB Circular A-40 
must be submitted to O m  for clearance 
before being introduced into use. Upon 
request all regulations and instructions 
implementing this Circular shall be 
furnished to the Office of Management 
and Budget. Agencies shall d s o  desig- 
nate an  official to serve as the agency 
representative on matters relating to the 
!mplementation of this Circular. The 
name and title of such representative 
shall be furnished to the Oface of Man- 
sgement and Budget not later than Au- 
gust 30, 1976. 

11. 1nuuiries.-Further information 
concerning this Circular may be obtained 
by contracting the Financial Manage- 
ment  ranch, Budget Review ~ i v i s k n ,  
OSce of Management and Budget. 
Washington. D.C. 20503, telephone 395- 
3993. 

JAMES T. LYNN. 
Director. 

CASN DEWSlT08m 
1. Thls attachment sets fonth standards 

governing the use of banks and other ln- 
stltutions as depositories of funds advanced 
under grants and other agreements. 

2. Except for situations described in para- 
graphs 3, 4, and 5, no Federal sponsoring 
agency shall: 

a. Require physical segregation of cash de- 
positories for funds whlch are provided to a 
reclplenh. 

b. Establish any ellglbulty requkemenb 
for cash deposltorles for funds whlch are pro- 
vlded to a reclplent. 

3. A separate bank account shall be requlre 
when applicable letter-of-crdt agreements 
provlde that  drawdowns will be made when 
the reclplent's checks are presented to the 
bank for payment. 

4. Any moneys advanced to a reclplent 
whlch are subject to the control or regula- 
tlon of the Vnlted States or any of I t 6  omcem. 
tgents or employees' (publlc moneys ps de- 
h e d  In Treasury Clrcular No. 178. .s 
amended) must be deposited i n  a bank wlth 
Federal Deposlt Insurance Corporatlon 
(FDIC) Insurance coverage and the balance 
exceedlng the  FDIC coverage must be col- 
laterally secured. 

5. Consistent with the natlonal goal of 
expanding the  opportunltles for minorlty 
business enterprlses. reclplents and sub- 
reclpients shall be encouraged ho use rnlnor- 
Itg banks ( a  bank which 1s owned a t  least 50 
percent by minorlty group membela) . 

A~TACHMZNT B.--CIRCVLAR NO. A-1 10 

BONDING AND INSDOANCE 

:. Thls attachment sets forth bonding and 
lnsurana requirements for grants and other 
agreements with reclplents. No other bond- 
lng and lnsurance requirements shall be lm- 
paKd other than those normally required by 
the reclplent. 

2. Except as otherwlse requlred by law. a 
grant or other agreement that requlres the 
contractlng (or subcontracttng) for con- 
struotlon or faclllty Improvements shall pro- 
vlde for the reclplent to follow Its own re- 
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qulrements relating to bld guarantees, per- 
formance bonds, and payment bonds unless 
the construction contract or subcontract ex- 
weds $100.000. m r  thase contrscts or sub- 
contracts exceeding 8100,000, the Federal 
agency may (accept the bondlng pollcy and 
requirements of the grantee provlded the 
Pederal agency hss made' a determlnatlon 
that the Ooverment's lntcrest is adequately 
protected. If such s determinstlon has not 
h e n  made, the mlnlmum requirements shall 
be as fouows: 

a. A bid parantee f r m  each bidder cqufv- 
dent  to fve perm.nt of the bid p*e.- 
The "bld guarantee" shsll consist of a firm 
commitment such as s bld bond, certlfIed 
check, or other negotlable lnstnrment ac- 
companying a bld ss assurance that the bld- 
der will, upon acceptance of his bld, execute 
such wntrsctual documenb as may be n- 
qulred wlthln the tlme specLbed. 

b. A performance bond on the part of the 
contractor for 100 percent of the contract 
price.-A " p e r f o b n c e  bond" is one executed 
In connectlon wlth a contract to secure ful- 
tlllment of all the contractor's obllgatlons 
under such contract. 

c. A payment bond on the part of the con- 
tractor for 100 percent of the contract 
price.-A "payment bond" 1s one executed In 
connectlon with a contract to ssaure pay- 
ment ss requlred by law cf all p e m m  sup- 
plying labor and materlal In the execution of 
the work provlded for ln the contract. 

3. Whem the Pederal Oovernment guaran- 
tees or Lneurrs the repayment of money 
borrowed by the reclplent, the P u l e d  
agency. a t  l b  dbcretlon, may requlre d e -  
quate bondhg and lrmurapea If the bonding 
snd insurance requlrsmenb of the reclplent 
a n  not deemed dequata to protect the ln- 
terest of the Fedem1 Oovernment. 

4. The Peqeml 8pomring agency may re- 
qulre dequate  fidellty bond coverage where 
the reclplent h~ no ooveroge and the bond la 
weded Ro protect the Oovernment'a Interest. 

6. Where bonda ue requlred ln the altua- 
tlons described above. the bonds shall be ob- 
talned from companles holdlng certUlcabw of 
authority M W p t a b l e  aWtl-  (31 CPR 
m). 

A r r s ~ u r m  C . - C u c v u a  No. A-110 

1. Thb attachment s e t  forth record reten- 
tion requiremenu for g m t d  .nd other agree- 
m e n t  wlth rezlplentd. Pederal ~poMOring 
.gepcles shrll not Impma m y  =ten- 
tlon requlremenb upon reciplentd other thur 
those described below. 

a. Exce@ for pamgraph 1, th la attachment 
.Iso applles to aubrcclplenb M referred to 
ln paragraph 5 of the bsslc clrculnr. 

3. ~lnanclal  records. supporthg documentd, 
~tatbt lcal  records. m d  all other rear& pertl- 
nent to an agmment  shall be retained for a 
per- of threa y e w ,  with the foUOwlng 
qIl&lincatlo~: 
r If m y  lltlgatlon. clalm or audlt b started 

before the erplmtlon of the %year perlad, the 
records ahall be retahtd untfl all lltlgatlona. 
clalms, or audlt bndlnp lnvolvlng the records 
have been resolved. 

b. Records for nonexpendable property pc- 
qulred wit$ Pbgeral fun& shall be ret lnsd 
for 3 yeam Plter I t  final dbpaaltion. 

c. When records are transferred to or m u -  
tuned by the Federal sponeorlpg agency, the 
3-year retentlon requlremcnt b not applica- 
ble to the redplent. 

4. Tbe retentlon perlod atarb from the 
date of the 8ubmbslon of the anrl ~lrpendi- 
ture report or, for grsntd and other agree- 
ments that are mnewed annually, from the 
data of the submwlon of the m n u a  
bnmclal s t a t u  report. 

5. Reclplent organizstlons should be au- 
thorlzed by the Federal sponsorlng agency. 
If they so deslre, to substitute mlcrofflm 
coples in lieu of orlglnal records. 

6. The Federal sponsorlng agency shall re- 
quest transfer of certaln records w I t s  cus- 
tody from rsclplent organleatlons when It 
determines that the records possess long- 
term retentlon value. However, In order to 
avold dupllcate record-keeplng, a Federal 
sponsorlng agency may make arrangements 
wlth recelplent organkatlons to retaln any 
records that are continuously needed for 
Jolnt use. 

7. The head of the Federal sponsorlng agen- 
cy and the Comptroller Oeneral of the Unlted 
States, or any of thelr duly authorized repre- 
sentatlves, shall have acces to any pertlnent 
books, documents, papers, and records of the 
reclplent organivrtlon and thelr subre- 
clplentd to malre audlb, examlnatlons. ex- 
cerpts and trmscrlptd. 

8. Unless otherwise required by law, no 
Pederal sponsorlng agency -1 plsce re- 
strlctlons on reclplent organlzatlons that will 
1Mt publlc access to the records of reclplent 
0rgankatlon.s that are peNnent to a grant 
or agreement except when the agency can 
demon.strate that such records must be kept 
conddentlal and would have bten excepted 
from dbclosure pursuant to the Readom of 
Informatlon Act (6 US.C. 651) U the records 
had belonged to the Pederal spox~iorhg 
wency. 

Am~cnurrwr D.-Cxrcuw No. A-110 

1. Pederal aponwring agenda8 shall apply 
the standard8 set forth in t h b  atbchment ln 
r e q u l n g  mclplent o rpnht lo r r r  to rcmunt 
for program lnoome related to  projectd 
flnancsd ln whole or ln part wlth Pederal 
funds.  Program income represents gross ln- 
come earned by the reclplent from the fed- 
erally supported oetlvltles. Such e~mingn u- 
clude lnterest earned on dvancar urd may 
Include, but will not be I ld ted  to, income 
from service fees, d e  of commodltlea. w e  
or rental feas, m d  royrltlw on patenu m d  
coprlghta. 
1. Interest earned on advmcss of Federal 

funds ahall be remitted to the ?dual agency 
except for htersst tamed on advmcea to 
S t a b  or Ilutnrmtntdltlw o! r Steta M pro- 
vldsd by the Intergovernmrntal C-t&n 
Act of 1968 (Publlc b w  90477). 

9. Rcceea from the d e  o! red m d  per- 
mnal property elther provlded by the Psd- 
eral Government or p u r c h ~ e d  la whole or in 
part with Federal fund., ahall be hurdled ln 
m r d m c e  wlth Attachment N to thin clr- 
cular pertllnlng to property manrgement. 
4. Unleaa the qreement provldea other- 

wbe. reclplentd shall have no obllgatlon to 
the P u l e d  Government wlth =pact to  
royaltlea received M a rssult of copyright or 
patenb produced under the grant or other 
agreement (6ee puagrsph 8, Attsfhmcnt N) . 

5. All other program lnoome ePrned durlng 
the project period shall be retained by the 
reziplent md,  in recordsnce with the grsnt 
or other agreement. ohall be: 

a.. Mded to funds commltttd to the proj- 
ect by the Wderal sponeorlng agency m d  
reclplent organization uld be used to further 
ellglble program objeztlves; 

b. U M  to f i ~ n w  the non-Pedeml ah= 
of the project when approved by the Pederrl 
--ring agency: or 

C. Deducted from the total project ccab 
In determining the net m s b  on which the 
Pederal share of uab wlll be based. 

A n ~ c a M m  E.--Cncmy No. A-110 

1. Thb attachment eta forth c r l t e ~  m e  
procadurcs for the allowsbllitp of ce& and 

In-klnd contrlbutiom made by reclphnts or 
subreclplents (= referred to In paragraph 5 
of the bsslc circular) , or thlrd partles ln sat- 
lslylng cost sharing and matching requlre- 
ments of kderal  spoasorlng agencies. Thlr 
attachment also establishes criterlrr for the 
evaluation of In-kind wntrlbutloru made by 
thlrd partles, and supplementd the guldance 
set forth ln Federal Management Clrcular 
73-3 wltm respect to mst ahulng on feder- 
ally-sponsored research. 

2. The following debnltloru apply for the 
purpose of t h b  attachment: 

a. Project costa.-Roject costa are all rl- 
lowable costs (= set forth in the applicable 
Federal cost prlnclples) lncurred by a reclpl- 
ent and the value of the In-Und contrlbu- 
tlom msde by the reclplent or thlrd pcutlea 
In accomplbhlng the objectlven of the grant 
or other agreement durlng the project or pro- 
gram perlod. 

b. Coat shoring and mtchfng.-In general. 
cost sharing and matching reprascnt t b t  
portlon of project or progrcrm wts not borne 
by the Ptderal Government. 

c. Cwh contributionr.-C~h wntrlbutbru 
represent the mclplent's m h  outky, includ- 
Lng the outky of money oontrlbuted to the 
reclplent by non-Pedenl third p-leu. 

d. In-kind conttlbutiont.-Ln-lrtnd con=- 
butloru n p r w n t  the value of noncrah con- 
trlbutlona provided by the reclplent and 
non-Pederal t h M  pertlea. Only when au- 
thor- by Podml le@sl6tlon, nmy pmperty 
purchnsed with Pedeml fun& be condderod 
M the mclplent's in-Und contrlbutlona. In- 
kind c o n t r l b u t b ~  - be Ui the fonn d 
chug- for real property m d  non-erpand- 
able personal property, urd the vrluc of 
goods md emcu dlractly benefiting uni 
apecUlcally ldentfible to the project ar 
P m - .  

3. General guldelhed for aomputlng adt 
sharing or mstchlng cue M foUom: 

a. Collt charlag or mrtchlng may conabt 
of : 

( I )  C h w p  i n c h  by the reclpknt n 
pro le t  W. (Not rll charged q u i r e  
outhya by the mlplent  d w h g  m e  project 
puled; extunplea u e  depreciation urd wc 
chug- for bull- and equlprnent.) 

(2) Project ext. h m c e d  d t h  mb con- 
trlbuted or donatad to the rslplent by 0th- 
m n - ~ e b s d  public .gcncia m d  ~prt i tut~olu,  
and p r i n t s  orgmlntloaa m d  Indlvidrulr. 
m d  
(3) Prom catr repremntad by -lea 

.Pd ral and pemxi.1 properby, or uu there- 
Of. donated by other son-mew public 
wendar and bntltutbnr, urd prlrrte o m -  
n h t l o r u  snd IndlvlduJI. 

b. All contrlbutlop., both caah urd in- 
kind. shall b6 -ptsd n p u t  of the W p t -  
ent'a cat shulng and match- when mch 
contrlbutlom meet all d Uie fol lorsp~ 
crlterlrr : 

(1) Are v e m b l e  from the mlplent'r 
recorda; 

(2) hrt not lncludtd M corrtrlbutbrrr for 
any other federrlly-adsted p-m; 

(3) Are n e c - m y  and reammble for prop- 
er and emclent uwmpUahmcnt of project 
objectloas; 

(4) Am t y p a  of c h u g a  that would be 81- 
lomable under the appllable met prlnclplea; 

(5) Am not paid by the Ped-1 ~ V M -  
merit under another .rst.tmw agreement 
(Unless the -cement L a u t h o r W  by Fbd- 
e r r l l a w t o b e u m x l f o r c a r t ~ g o r 1 ~ . t C h -  
Ing) : 

(6)  Are provlded for in tbe approved budg- 
et when requlrad by the Fbderal rgency; and 

(7) Conform to other provbioiu oi tma 
attachment. 

4. Value8 for reclplent ln-kind contrlbu- 
tlona wlll be eubbllahed ln .coordurce wlth 
the appllcrble mst princlpl-. 

5. Specldc procsdura for the rs lplenb in 
atablbhlng the VUU~ d in-klnd oontribu- 



tlons from non-Federal thlrd partles are set 
forth below : 

a. Valuction of vol~tntccr scr~:ices.--Polun- 
teer services may be furnished by profe.isiona1 
and technical personnel, consultants, and 
other skilled and unskilled labor. Volunteer 
services may be counted as cost shnrlng or 
matching if the servicc 1s an -  lntefral and 
necesnry part of en  approved program. 

(1 ) Ra:es !or rolunlcrr serciees.-Ra-xs for 
volunteers should be cox~slstent with those .~ -- ~ 

pald for slrnllar work in rhe recipient's 
organlzation. In  those Instances in ~vhich the 
required skills are not found in the reciplent 
organization, rates should be consistent 1~1th  
those pa!d for slmllar work in the labor mar- 
ket  In ~vhlch the reclplent competes for the 
klnd of servlces involved. 

(2)  Volunteers employed by other organi- 
zalions.-When a n  employer other than the 
reclplent furnlshes the servlces of an  em- 
ployee, these servlces shall pe valued a t  the 
employee's regular rate of pay (exclusive of 
fringe benefits and overhead costs) provlded 
these servlces are In the  same sklll for whlch 
the employee is normally pald. 

b. Valuation of donated, e~pendable  per- 
sonal property.-Donated, expendable per- 
sonal property includes such items as ex- 
pendable equlpment, omce supplies, labora- 
tory supplies or workshop and classroom 
supplles. Value assessed to  expendable per- 
sonal property lncluded In the  cost or match- 
ing share should be reasonable and should 
not  exceed the  -market value of the property 
a t  the  tlme of the  donatlon. 

c. Valuation of donated, none~penduble 
personal property, buildings, and land or 
lrse thereof. 

(1) The method used for charglng cost 
sharlng or rnatchlng for donated nonex- 
pendable personal property, bulldlngs and 
land may dlffer accordlng to  the  purpose of 
t he  grant or other agreement as follows: 

( a )  If the purpose of the grant or other 
agreement 1s to  asslst the  reclplent In the  
scqulsltlon of equlpment, buildlngs or land. 
the  total  value of the donated property may 
be clalmed as cost sharing or matchlng. 

(b )  If the purpose of the agreeme'nt 1s to  
support actlvltles tha t  requlre the use of 
equlpment. bulldlngs or land, depreclatlon 
or use charges for equlpment and bulldlngs 
may be made. The full value of equloment or 
other capltal assets and falr rentnl charges 
for land may be allowed provlded tha t  the 
Federal agency has approved the  charges. 

(2) The value of donated property will be 
determlned In accordance wlrh the usual 
sccountlng pollcles of t he  reclplent with the  
followlng quallficatlons: 

( a )  Land and buildings.-The value of 
donated land and bulldlngs may not#exceed 
Its falr mwket  value, a t  the tlme of donation 
to the reclplent as establlshed by an  lnde- 
pendent appralser (e.g.. certlfied real prop- 
erty appralser or GSA reprecentatlves) and 
certlfied by a responslble omclal of the 
reclplent. 

( b )  h70nezpen&ble personu1 property.- 
The vklue of donated nonexpendable personal 
property shall not exceed the falr market 
value of equipment and property of the same 
age and condltlon a t  the  tlme of d o n a t l ~ n .  

(c )  Use of space.-The value of donated 
space shall not exceed the  falr rentnl valve 
of comparable space as established by an 
lndependent appralsal of comparable space 
and facllltles In a prlvately-owned bulldlng 
In the same localltf 

( d )  Loaned equipment.-The value of 
loaned equlpment shall not exceed Its falr 
rental value. 

6. The followlng requlrements pertaln to 
the reclplent's supporting records for ln- 
klnd contributlolls from non-Federal third 
partles. 

NOTICES 

a. Volunteer services must be documented 
and, to the  extent feasible, supported by the  
same methods used by the  recipient for Its 
employees. 

b The basls for determinlng the valuation 
for personal services, materlal, equlpment, 
bulldings and land must be documented. 

ATTACHMEST F.--CIP.CIJLAR NO. A-110 

STANDARDS FOR FINANCIAL M A N A G E M E N 7  
SYSTEMS 

1. Thls attachment prescrlbes standards for 
financlal management systems of reclplents. 
Federal sponsorlng agenCies shall not lmpose 
addltionnl standards on reclpients unless spe- 
cifically provlded for In the appllcable sta- 
tutes (e.g., the  Joint  Fundlng Slmplificatlon 
Act, P.L. 93-510) or other attachments to thls 
clrcular. However, Federal sponsorlng agen- 
cles are encouraged to  make suggestions and 
asslst reclplents In estballshlng or improvlng 
financial management systems when such as- 
slstance 1s needed or requested. 

2. Reclplents' financlal management sps- 
tems shall provide for: 

a. Accurate, current and complete dlsclo- 
sure of the financlal results of each federally 
sponsored project or program In accordance 
with the reportlng requirements set forth in 
Attachment G to  thls clrcular. When a Fed- 
eral sponsorlng agency requlres reportlng on 
a n  accrual basls, the  reclplent shall not be 
requlred to  establish an  accrual accountlng 
system bu t  shall develop such accrual data 
for Its reports on the bask of a n  analysls of 
the  documentatlon on hand. 

b. Records t h a t  identify adequately the 
source and appllcatlon of funds for fedemlly 
sponsored actlvltles. These records shall con- 
taln lnfonnatlon pertalnlng to Federal 
awards, authorlzatlons. obllgatlons, unobll- 
gated balances, assets, outlays, and Income. 

c. Effective control over and accountablllty 
for all funds, property and  other assets. Re- 
clplents shall adequately safeguard all such 
assets and  shall assure tha t  they are used 
solely for authorlzed purposes. 

d. Comparison of actual outlays wlth bud- 
get amounts for each grant or other agree- 
ment. Whenever approprlate or required by 
the  Federal sponsorlng agency. flnanclal ln- 
formation should be related to performance 
and unl t  cost data. 

e. Procedures t o  mlnlmlae the t h e  elapslng 
between the  transfer of funds from the U S .  
Treasury and the  dlsbursement by the reclp- 
lent, whenever funds are advanced by the  
Federal Government. When advances are  
made by a letter-of-credit method. the reclp- 
lent shall make drawdowns as close as pos- 
sible to t he  tlme of making dlsbursementp. 

f. Procedures for determlnlng the  reason- 
ableness, allowablllty and allocablllty of costs 
in accordance wlth the  provisions of the  ap- 
pllcable Federal cost prlnclples and the terms 
of the grant or other agreement. 

g. d&ountlng records t h a t  are supported 
by source documentatlon. 

h .  Examlnatlons In the  form of audits or 
lnternal audlts. Such audlts shall be made 
by quallfied indivlduals who are sufflclently 
lndependent of those who authorize the  ex- 
pendlture of Federal funds, to  produce un-  
blased oplnlons. conclusions or judgments. 
They shall meet the independence criteria 
along the llnes of Chapter 3, Part  3 of the 
U.S. General Accountlng OfRce publlcatlon. 
Standards for Audlt of Government31 Organ- 
izatlons. Programs. Actlvltles and Functions. 
These examinations are lntended to  ascer- 
taln the efrectlveness of the financlal man- 
agement systems and lnternal procedures1 
tha t  have been establlshed to  meet the terms 
and conditlons of the agreement.  I t  is not 
lntended tha t  each agreement awarded to the 
reciplent be examlned. Generally, examlna- 
tlons should be conducted on an  organlza- 
tlon-wlde basls to test the fiscal Integrity of 
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financlnl transactlons, as well as compliance 
with the terms and conditlons of the  Federal 
grants and other agreements. Such tests 
~vould include an  approprlate sampllng of 
Federal agreements. Examlnatlons udll be 
conducted uvirh reasonable frequency, on a 
contlnuing basls or a t  scheduled intervals. 
usually annually, but not less frequently than 
every two years. The frequency of these ex- 
amlnatlons shall depend upon the nature. 
s!ze and the  complexity of the actviity. These 
examlnatlons do not relleve Federal agencles 
of thelr audlt  responslbilltles. but may affect 
the frequency and scope of such audits. 

1. A systematic method to assure tlmely and 
approprlate resolution of audit  flndlngs and 
recommendatlons. 

3. Prlmary reclplents shall requlre subre- 
clplents (as defined in paragraph 5 of t he  
basic clrcular) to  adopt the  standards In 
paragraph 2, above except for the require- 
ment In subparagraph 2e, regardlng the use  
of t he  letter-of-credlt method and tha t  part 
of subparagraph 2a, regardlng reporrlng 
forms and frequencles prescribed in Attach- 
ment G to this clrcular. 

ATTACHM~NT G.-CIRCULAR NO. A-110 

FINANCIAL REPORTING REQUIXEMENTb 

1. This attachment prescrlbes uniform re- 
portlng procedures for reclplents to:  sum- 
marlze expendltures made and Federal funds 
unexpended for each award. report t he  status 
of Federal cash advanced, request advances 
and reimbursement when the  letter-of-credit 
method k not used: and promulgates stand- 
ard. forms incldent thereto. 

2. The folloavlng deflnltlons apply for pur- 
poses of this at tachment:  

a.  Accrued ezpenditures.-Accrued ex- 
pendltures are the  charges lncurred by the  
reclplent durlng a glven perlod requirlng t h e  
provlslon of funds for: (1) goods and other 
tanglble property received; (2) servlc'es per- 
formed by employees, contractors, subreclpl- 
ents, and other payees, and (3) other 
amounts becomlng owed under programs for 
whlch no current servlces or performance is 
requlred. 

b. Accrued inco7pe.-Accrued income is the  
sum of (1) earnlngs durlng a glven perlod 
from (1) serrlces performed by the  redpl- 
ent: and (11) goods and other tanglble 
property dellvered to  purchasers; and (2) 
amounts becomlng owed to the reclplent for 
whkh  no current servlces or performance is 
requlred by the reclplent. 

c. Federal funbc authorized.-Federal 
funds authorlzed are the  total amount of 
Federal funds obllgated by the  Federal Qov- 
ernment for use by the reclplent. Thls 
amount may lnclude any authorlzed carry- 
over of unobllgated funds from prior fiscal 
years when permltted by law or agency 
regulation. 

d. In-kind contributions.-In-kind con- 
trlbutions are defined In Attachment E to 
thls circular. 

e. Obligations.--0bllgatlons are  t he  
amounts of orders placed, contracts and 
grants awarded, servlces recelved, and slml- 
lar transactlons durlng a glven perlod tha t  
wlll requlre payment by the  reclplent durlng 
the  same or a future perlod. 

f .  Outlays.-Outlnys or expendltures repre- 
sent charges made to the  project or program. 
They may be reported on a cash or accrual 
basls. For reports prepared on a cash basls. 
o u t l a p  are the  sum of actual cash dlsburse- 
ments for dlrect charges for goods and serv- 
Ices. the amount of indirect expense charged. 
the  value of In-klnd contrlbutlons applied. 
and the  amount of cash advances and pay- 
ments mnde to subreclpients. For reports pre- 
pared on a n  accrual basls. outlays are the  
sum of actual cash dlsburscments for dlrect 
charges for goods and servlces. the  amount 
of lndlrect expense lncurred, the  value of In- 



kind conrrlbutlons applled. and the  net ln- 
crease .(or decrease) in the  amounts owed by 
:he reclplent for goods and other property 
recelred. :or servlces performed by employ- 
ees. contractors. subreclplents and other 
payees and other amounts becomlng owed 
under programs for whlch no current serv- 
ices or performance are required. 

g. Program income.-Rogram Income is 
de9ned In Attachment D of this clrcular. I t  
msy be reported on a c s h  or accrual basls. 
whlchever is used for reportlng outlays. 

h. Umbligated balance.-The unobllgated 
balance is the portlon of the funds author- 
lzed by the  Federal spomorlng agency tha t  
has not been obligated by the reclplent and ls 
determlned by deductlng the cumulatlve 
obllgatlons from the  cumulatlve funds au- 
thorized. 

1. Unliqutdated ob1igattoru.-For reports 
prepared on a cssh barb. unllquldated obll- 
gatlons represent the'omount of obllptlons 
lncurred by the reclplent that  has not been 
pald. For reports prepared on an accrued ex- 
pendlture basls, they repraKnt the  amount 
of obllptlons lncurred by the reclplent for 
whlch an outlay has not been recorded. 

3. Only the  followlng f o r m  will be au- 
thorlud fGr obtalnlng flnanclal information 
from reclplents. 

a.  Financial S ta tw  Report (EzhiMt I ) .  
(1) Each Federal sponsorlng agency shall 

requlre reclplenb to use t he  skndardlzed 
Flnanclal status' Report to report the  status 
of funds for all nonconstructlon projects or 
programs. The Federal sponsorlng agencles 
may, However, have the  optlon of not re- 
qulring the  Flnanclal Status Report when 
the Request for Advance or Rehbursement 
(paragraph 4a) or Report of Federal Cash 
Transactlons (paragraph 3b) is determined 
to provlde adequate informtion to meet 
thelr needs, except that  a flnal Plnancial 
Status Report shall be required a t  the com- 
pletloq of the project when the  Request for 
Advance or Fklmbursement form la used only 
for advances. 

(2) The Federal sponsoring agency shall 
prescribe whether the  report shall be on a 
Cash or accrual bask. If the  Federal sponsor- 
ing agency requires accrual lnformation and 
the recipient's accountlng rtcnrds are not 
normally kept on the  accrual baala, the  re- 
clplent shall not be requlred to convert I t s  
accounting system. but shall develop such 
accrual lnformatlon through best estlmntea 
based on an  analysls of the  Cocumentatlon 
on hand. 

(3) The Federal sponaorlng agency shall 
determine the frequency. of the Financial 
Status Report for each Project or program 
conslderlng the size and complexity of the 
particular project or program. Rowever, the 
report shall not be requlred more frequently 
than quarterly or 1- frequently than an- 
nually except as provlded In subparagraph 
3a(1) above. A final report shall be required 
a t  the  completion of the agreement. 

(4)  Federal sponsorlng agencles &all re- 
gulre reclplents to submit the Flnanclal 

NOTICES 

Status Report (orlglnal and no more than 
two coples) no later thnn 30 days after the 
end of each specified reportlng perlod for 
quarterly and semi-annual reports. and 90 
days for annual and Anal reports. Extensions 
to reportlng due dates may be granted upon 
request of the reclplent. 

b. Report of Federal Cuah Transactions 
(Ezhiblt 2 ) .  

(1) When funds are advanced to 
reclplents through letters of credlt or wlth 
Treasury checks. the Federal sponsorlng 
agencles shall requlre each reclplent to sub- 
mlt a Report of Federal Cash Transactlons. 
The Federal sponsorlng agency shall use thls 
report to monltor cash sdvanced to reclplents 
and to obtaln dlsbursement informatlon for 
each agreement from the reclplents. 

(2) Federal sponsorlng agencles may re- 
qulre forecasts of Federal cash requlrements 
In the "Remarks" sectlon of the report. 

(3) When practlcal and deemed necessary. 
the Federal sponsorlng agencles may requlre 
receipts to report In the "Remarks" section 
the  amount of cash advances ln exceu, of 
three days' requirements in the hands of sub- 
reclplents and to provide short narrative ex- 
planations of actlons taken by the reclplents 
to reduce the  excess balances. 

(4)  Reclplents shall be requlred to submit 
not more than the orlglnal and two coples of 
the Report of Federal Caah Transactlons 15 
worklng days following the  end of each 
quarter. The Federal sponsorlng agencles 
may ~ e q u l r e  a monthly report from those 
reclplents recelvlng advancee totallng $1 
mllllon or more per year. 

(5) Federal sponsorlng agencies may walve 
the  requtrement for submission of the Report 
of Federal CBsh Transactions when monthly 
advances do not exceed $10,000 per reciplent. 
provlded tha t  such advancu are monitored 
through sther forms contained l g l h l s  a t -  
tachment. or lf. In the  Federal sponsorlng 
agency's oplnlon, the  recipient's Bccountlng 
controls are adequate to minimbe excesrive 
Federal advances. 

4. Except as noted below, only the follow- 
!ng forms wlll be authorlzed for the reclpl- 
ent3 In requestlng advances and reimburm- 
ments. 

a. Request lor Advance or Reimbursement 
(Ezhfbtt 3) .  

(1) Each Federal aponrorlng agency rhall 
adopt the  Request for Advance or Reimburse- 
ment as a standardized form for all noncon- 
structlon programa when letters-of-credit or 
predetermined advance methods are not used. 
Pederal sponsorlng agencles. however. have 
the optlon of uslng thls form for construc- 
tlon programs In lleu of the Outlay Report 
and Request for Reimbursement for Con- 
structlon Programs (subparagraph 4b). 

(2 )  Reclplents shall be authorized to sub- 
mlt requwts for advances and relmburse- 
ments a t  least monthly when letters-of- 
credit are not u e d .  Federal sponsorlng 
agencies shall not requlre the submlrslon of 
more than the orlglnal and two copies of the  
Request for Advance or Relmbursement. 

b. Outlay report and request for retm- 
bursement for construction programs (EI- 
hlblt 4 ) .  

(1) Each Federal sponsorlng agency shall 
adopt the Outlay Report and Request for Re- 
imbursement for Constructlon Rograms as  
the stmdardlzed :ormat to be used for re- 
questlng relmbursement for construction 
programs. The Federd sponsor1r.g agencles 
may, however, have the optlon of substltut- 
lng the Request for Advance or Rehnburse- 
ment l%rm (subparagraph 4a) when the 
Federal agencles determine that i t  provldes 
adequate lnformatlon to meet thelr needs. 

(2) Reclplents shall be authorized to sub- 
mlt requests :or relrnbursement a t  least 
monthly when letters-of-credit are not used. 
Federal sponsorlng agencles shall not require 
more than the orlglnal and two coples of the 
Outlay Report and Request for Relmburw- 
ment for Constructlon Programs. 

5. When the Federal sponsorlng agencles 
need addltlonal lnformatlon In uslng these 
forms or more frequent reports. the followlng 
shall be observed: 

a. m e n  addltlonal information ls needed 
to  comply wlth leglslatlve requlrements; 
Federal sponsorlng agencles shall h u e  ln- 
structlons to requlre reclplents to submit 
such lnformatlon under the "Remnrks" see- 
tlon of the reports. 

b. When necessary to  meet sptcldc pro- 
gram nee& Federal spoIlSofing agencies shall 
submlt the proposed reportlng requlrements 
to the Plnancisl Ksnagement Branch, Budget 
Revlew Dlvlsion. Omce of Management and 
Budget for approval prior to submlasion of 
the  reporb for clearance under the pro- 
vklons of OMB Clrcular No. A-40. 

c. When a Federal sponsoring agency hss 
determined that  a reclplent's accounting sys- 
tem does not meet the  Standards for F1- 
nanclal Managemeat contained in Attach- 
ment P to thls circular. addltlonal pertinent 
informatlon to further monltor grants and 
other agteements may be obtained upon 

3 
wrltten notice to the  reciplent untU such 
tlme as the system is brought up to  standard. 

d.  The Federal sponsoring agency, in  ob- 
talnlng lnformatlon os In p ~ g r a p h s  a, b 
and c above, must comply wlth report clear- 
ance requlremenb of the  Omce of Manage- 
ment m d  Budget Circulsr No. Ado, rs re- 
vlatd. 

6. Federd sponsorlng agencies have the 
optlon of shadlng out any llne item on any 
report that is unnecessary for declsion-mak- 
ing Purposes. 

7: Federal s p o n M n g  agencies should ac- 
cept the ldentlcal information from the re- 
clplenb In machlne usable format or oom- 
puter printouts in lleu of prescribed formats. 

8. Federal sponsorlng agenclea may pro- 
vlde computer ou tpub  to reclplents when i t  
wlll expedlte or contrlbute to the accuracy 
of reporting. 

3 
9. Federal sponsorlng agencles are author- 

lzed to reproduce these forma. The forms for 
reproduction purposes can be obtalned from 
the Ofllce of Management and Budget. 
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CHAPTER 5 

PROJECT AUTHORIZATION 
(RESERVED) 



C H A P T E R  5 

P R O J E C T  A U T H O R I Z A T I O N  
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5A. Introduction 

1. The project authorization is an internal Agency document which 
gives substantive approval for a project to move from the planning 
stage to the stage at which a project agreement is ready to be signed 
and implementation initiated. It does not reserve-or commit funds. 
The authorization approves the project design, sets out the basic 
scope of the project and its duration, defines certain fundamental 
terms and conditions of the assistance and approves the total AID 
budget level for the project. Signature and implementation of the 
project agreement are subject to the availability of funds. Funds 
are made available for project obligations through the allotment 
process. Allotments are made in accordance with the Operational Year 
Budget (OYB) and revisions thereto. 

TRANS. MEMO NO. 
3:44 

2. The project authorization is required for all new projects 
financed by AID, regardless of type of project and method of 
financing. 

EFFECTIVE O A T E  

September 30, 1982 

a. See the Preface of this Handbook for definition of a 
project. For instance, capital or technical assistance projects, 
loan or grant projects, research projects, institutional grants, 
Housing Investment Guaranties, grants to intermediaries (such as 
voluntary agencies) to conduct projects, are all covered by this 
guidance. 

b. The project authorization is not applicable to nonproject 
activities such as program assistance, program development and 
support, nor to obligations from relief and contingency funds. 

c. Projects initially authorized or approved under procedures 
other than set forth in this chapter may be amended by using the 
authorization or approval amendment procedures applicable at the time 
of original approval or authoriziation of the project. 

3 .  Thus, project authorization is the formal step by which an 
official having delegated authority to do SO: 

a. Approves a specific project and its budget described in a 
Project Paper (PP) ; 

b. Specifies the terms and sets forth the substance of the 
major covenants and/or conditions for the project agreement; 
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c. Sets forth the planned Life of the Project; and 

d. Authorizes negotiation and, after funds have been made 
available for obligation through the OYB and allotment processes, 
signature of the project agreement or other obligating document by an 
official to whom such authority has been delegated. 

4 .  Within relevant constraints, once the project is authorized, the 
AID official authorized to negotiate and execute the project 
agreement can determine when, over the life of the authorized 
project, funds are obligated for the project. 

a. Relevant constraints include: the period of years 
established in the authorization within which obligation is to take 
place; the availability of funds in accordance with the OYB and 
allotment processes; and compliance with Congressional Notification 
and other statutory and policy requirements. Note that the initial 
obligation must occur within a specified time period after 
authorization. Each Bureau has established procedures for terminal 
dates for signing project agreements which, in effect, control the 
timing of initial obligation. 

b. AID regulations and delegations of authority determine who 
is the responsible AID official to decide such questions as when, 
within such constraints, obligations are to be made. Normally, funds 
for a project are obligated when the project agreement is signed, 
additional funds are obligated by amendment to the agreement. 

c. Thus, within the limits of the project authorization and of 
other applicable constraints, the official who is authorized to 
negotiate and execute the project agreement, or who is authorized to 
amend it, may obligate the indicated funds. 

d. To illustrate, consider a project the authorization of 
which is reserved to A/AID. Once authorized, the negotiation, 
execution and implementation of the project agreement is delegated 
to, e.g., a Regional Assistant Administrator (AA) by Delegation No. 
5, if loan-funded; and by Delegation No. 38, if qrant-funded. 
Similarly, negotiation, execution and implementation of amendments to 
the agreement, subject to limitations described in SE, 2.b., are 
delegated to the AA. Thus the AA can control the timing both of the 
initial and subsequent obligations within authorization and other 
constraints. 

e. AAs have normally delegated to Principal Officers of field 
posts the authority to negotiate, execute and implement project 
agreements; this is often done on a blanket basis rather than 
aproject-by-project basis. Hence, authority to determine the timing 



of project obligations, e.g., within 120 days following authorization 
will often be found to reside with the princip'al field officer. Such 
field control over the timing of obligations -- i.e., of when projects 
which have been authorized are moved forward to the agreement and 
implementation stages, and when increments are added are, of course, 
subject to the constraints discussed, including OYB and allotment rules, 
Congressional Notification requirements, timing requirements expressed in 
the authorization, as well as other requirements such as directives from 
the Regional Bureaus. 

AID HANDBOOK 3 

b 5B. Context of the Project Authorization 

The project authorization is the principal component in an action 
package presented to the authorizing official. The authorization 
package, which summarizes the proposal and recommends signature, 
consists of: (i) action memorandum, (ii) authorization, (iii) 
project data sheet, (iv) the body of the project paper, and ( v )  as 
appropriate, waiver requests and justifications. (See Handbook 13 for 
slightly modified requirements for certain types of grants.) 

TRANS. MEMO NO. 
3 : 4 4  

1. Action Memorandum. 

EFFECTIVE D A T E  

September 30 ,  1982 

A format for the Action Memorandum is attached at Appendix 5C. This 
format should be used for all projects; it essentially summarizes the 
substance of what is proposed for signature. The discussion of 
issues should include, as appropriate, for example: any project 
issues which should be brought to the attention of the authorizing 
official at the time of signature; comments on relevant GAO or IG 
audits; evaluations; Congressional inquiries relating thereto; and 
any other salient programming, design or implementation questions. 
Waivers known to be required for the implementation of the project 
should be mentioned in the memorandum and, if the authorizing 
official must approve same, they should be included in the package. 

2. Authorization. 

The authorization, with the Project Data Sheet, constitutes the first 
part of the PP. (See Appendix 5D for sample format and 
instructions). The executed authorization, or a copy, is maintained 
as part of the PP. The PP will not be regarded as complete unless it 
contains as its initial section a copy of the executed 
authorization. (Parallel treatment should be accorded a copy of the 
action memorandum, even though it is not a part of the PP.) 

3. Project Data Sheet. 

The Project Data Sheet (see Appendix 3A for form and instructions) 
contains operational and recording information. It also has a space 



(Block 14: originating office clearance) for the signature of the 
officer initiating the request for authorization. This is usually 
the same officer who forwards the action memorandum. 

EFFECTIVE DATE 
September 30, 1982 

4 .  Project Paper. 

TRANS. MEMO NO. 
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The PP is discussed in HB 3, Chapters 3 and 4. 

5. Waiver Request and Justification Q 
If the project design is such that AID rules or procedures need to be 
waived and relevant waivers have not been previously requested and 
approved, then such waiver request(8) and justification(s) should be 
prepared and included in the authorization package. If desired, the 
approval of the waiver request may be built into the authorization 
text. Waivers that must be approved by officials other than the 
authorizing officer should,if practicable, be approved by such other 
officials before the authorization package is submitted. 

5C.  Content of the Project Authorization 

1. General. 

The authorization must be fully consistent with the PP. The 
authorization identifies the project; the provision of law under 
which the assistance is to be furnished; the total planned obligation 
in loan and/or grant funds; and the period, in fiscal years, from the 
date of authorization, over which obligations are planned; and the 
planned life of the project. 

2. Fiscal; Future Funds; Increments 

a. The authorization, which gives permission to negotiate and 
execute the Project Agreement and to implement the project, is 
expressly made subject to the availability of funds in accordance 
with the AID OYB/allotment process. This "subject to" reservation 
affects all funds planned for the project, whether it is to be fully 
funded at the outset or is to be funded incrementally. If the 
agreement initially does not fully fund the project, so that a 
subsequent increment or increments of funds must be added by AID to 
complete the authorized life-of-project funding planned, this 
"subject to" must be expressed also in the project agreement. 

b. An incrementally funded agreement must provide, with 
respect to future increments, that subsequent increments are 
(1) subject to the availability of funds to AID for the purpose, and 
(2) subject to the mutual approval of the parties to the agreement, 
at the time of a subsequent increment, to proceed. This prevents 



v i o l a t i o n  o f  ( i )  the Ant idef ic iency Act  and ( i i )  the r u l e  against  
canmitment o f  cur rent  o r  fu ture  year funds not pos i t i ve l y  known t o  be 
ava i lab le  f o r  the project .  This appl ies t o  both loans and grants. For 
discussion, see Handbook 2, Par t  I, Chapter I, 5, and model Pro jec t  
Grant Agreement, Section 2.2, Appendix 6A-2, and guidance notes i n  
Appendix 68 o f  Handbook 3. 
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c. Since the author izat ion by i t s e l f  does not  provide funds 
(funds are provided through the OYB/al lotment process ), i t  i s  not 
necessary f o r  f i s c a l  reasons i n  a new f i s c a l  year t o  reauthorize a 
p r i  or-year au thor i za t i  on, regard1 ess o f  whether the funds contem~l  ated 
t o  be used were f isca l -year  o r  no-year money. 

d. The o f f i c i a l  author iz ing the p ro jec t  rnqy approve l oca l  
currency f inancing by A.I.D. as required by the p ro j ec t  o r  place a 
1 i m i t a t i o n  thereon. Notwithstanding, the conversion o f  U. S. do1 1 ars 
i n t o  loca l  currency rnqy not exceed the equivalent o f  A. I .D. do1 l a r  
f inancing f o r  the project .  

Del w e d  Obl i gations, I n c l  udi  ng Increments 

Page No. 

5 - 5 

Trans. brlemo. No. 

3:58 

a, There mqy be substantive requirements, other than f i s c a l  
concerns which must be taken i n t o  considerat ion p r i o r  t o  ob l iga t ion  o f  
funds f o r  a p ro jec t  i f  time has elapsed since i t s  author izat ion.  This 
appl ies t o  subsequent increments o f  a project ,  as wel l  as t o  a f u l l y  
funded p ro j ec t  where obl i g a t i  on i s del qyed. For instance (and ce r t a i n l y  
i f  a new f i s c a l  year has commenced since author izat ion)  a check rnqy need 
t o  be made t h a t  a cur rent  Congressional N o t i f i c a t i o n  i s  i n  e f fec t .  
Other Issues which rnqy need t o  be checked inc lude l e g i s l a t i v e  changes 
subsequent t o  author izat ion o f  the project ,  and whether the rec i p i en t  
country has taken any acts which under U.S. law mqy preclude ob l iga t ion  
o f  assistance f o r  it. 

Effective Date  

Dec. 7, 1987 

b. The o f f i c i a l  who, pursuant t o  a previous author izat ion 
executed an ob l i ga t i ng  agreement o r  amendment, has the duty t o  use 
reasonable d i l igence t o  assure t ha t  during the time elapsed since the 
p ro j ec t  was authorized no bar t o  obl i ga t i on  has intervened. Any 
mandatory requirements on the fu rn ish ing  o f  such assf stance, i n c l  uding 
requirements t h a t  were Judged t o  have been met as o f  the time o f  
authorizat ion, must s t i l l  be met as o f  the time o f  obl igat ion.  

* 4 .  L i f e  o f  P ro jec t  Period 

The author izat ion i d e n t i f i e s  the estimated l i f e - o f - p r o j e c t  period. 
This i s  the per iod dur ing which A.1.D.-financed goods and services are 
being provided t o  the pro jec t .  This per iod runs from the date o f  * 

* Revised 



signature of the P r o j e c t  Agreement o r  o the r  o b l i g a t i n g  document t o  the 
P r o j e c t  Assistance Con~pl e t i  on Date (PACD). (See Chapter 6, paragraph 
6D.5.h. ). If i t  happens t h a t  the planned 1  i f e - o f - p r o j e c t  pe r iod  must be 
extended, formal amendment o f  the  a u t h o r i z a t i o n  would not  be necessary 
f o r  t h i s  reason alone, s ince the per iod  r e f e r r e d  t o  i s  a  "planned" one. 
Extension o f  the PACD i s  sub jec t  t o  a u t h o r i t i e s  contained i n  Del egat i  ons 
o f  Author i ty .  (See sec t i on  5E and 56 f o r  d e t a i l  s. ) * 
5. P r o j e c t  Descr ip t ion  

a. The au tho r i za t i on ' s  desc r ip t i on  o f  the p r o j e c t  must be 
cons is tent  w i t h  i n fo rma t ion  i n  the  body o f  t he  PP. The desc r ip t i on  must 

3 
be b r i e f  and c l e a r  so t h a t  i t  can form the bas is  o f  the p r o j e c t  
agreement t o  be negot iated w i t h  the borrower o r  grantee. It must a1 so 
be s u f f i c i e n t l y  s p e c i f i c  t o  i n d i c a t e  the l i m i t s  o f  the approval and the 
cons t ra in ts  on p r o j e c t  imp1 ementati on. 
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(See 5F, "Amendments" f o r  guidance on the  ex ten t  t o  which the  p r o j e c t  i n  
irnplementation rnqy vary from the p r o j e c t  desc r ip t i on  embodied i n  the  PP 
and au tho r i za t i on  w i thou t  formal l y  amending the author iza t ion .  ) 

Trans. Mwo. No. 

3: 58 

Page No. 

5-6 

6. Condit ions and Covenants 

Effective D a t e  

Dec. 7 ,  1987 

a. P r o j e c t  au tho r i za t i ons  should con ta in  only essent ia l  
condi ti ons and covenants. Such cond i t ions  and covenants would normal l y  
be very few i n  number and would be the ones which the au tho r i z ing  o f f i c e  
does not  want modi f ied  w i thout  i t s  p r i o r  approval . These essen t ia l  
cond i t ions  and covenants w i l l  appear e i t h e r  verbat im o r  w i t h  the  same 
s ~ l b s t a n t i v e  content  i n  the  P r o j e c t  Agreement (PROAG). Other cond i t ions  
and covenants appearing i n  the p r o j e c t  paper, b u t  which are not  deemed. 
s i g n i f i c a n t  enough t o  inc lude i n  the  au tho r i za t i on  mqy, o f  course, be 
inc luded i n  the PROAG as determined necessary by the o f f i c e r  nego t ia t i ng  
and executing the  agreement on behalf of A. I.D. The phrase "such o ther  
terms and cond i t ions  as A.I.D. may deem appropr iate"  contained i n  the 
au tho r i za t i on  permits i ncl u s i  on o f  such add i t i ona l  cond i t ions  and 
covenants. 

b. Even though a  Miss ion o r  o the r  o f f i c e  rnqy have genera l ly  
delegated a u t h o r i t y  t o  amend author iza t ions ,  amendments t o  o r  waivers o f  
cond i t ions  and covenants appearing i n  an au tho r i za t i on  signed by an AA 
o r  the  A/A. I .D. must have the approval of the  AA o r  the A/A. I .D. p r i o r  
t o  s ignature o f  the a u t h o r i z a t i o n  amendment. (For s p e c i f i c  amendment 
a u t h o r i t i e s ,  consu l t  i n d i v i d u a l  miss ion  o r  off i c e  redel egat i  ons. ) 
Amendments t o  o r  waivers of cond i t ions  and covenants i n  a l ~ t h o r i z a t i o n s  
o r i g i n a l l y  signed i n  the  Miss ion rnqy be made by the USAID D i r e c t o r  
w i thout  consu l ta t i on  w i t h  A.1 .D./W provided t h a t  such a  change does n o t  
pose s i g n i f i c a n t  p o l i c y  issues and i s  genera l ly  cons is ten t  w i t h  

Revised 



guidance, e.g., as t o  p r o j e c t  scope, which rnqy have been g iven a t  the  
t ime o f  P I D  approval. Otherwise, the  concurrence o f  the AA w i  1  1  be 
expected. 

c. M o d i f i c a t i o n  o f  cond i t i ons  and covenants conta ined i n  the  
a u t h o r i z a t i o n  must have the  concurrence o f  the RLA serv ing  the  Missions 
o r  the appropr ia te  A.I.D./W GC o f f i c e .  

A I D  HANDBOOK 3 

d. The a u t h o r i z a t i o n  w i l l  a1 so i d e n t i f y  the  approved source and 
o r i g i n  o f  goods and the n a t i o n a l i t y  o f  serv ices  t o  be financed. 
However, t o  a1 1  ow f o r  poss ib le  unforeseen circumstances, t he  
a u t h o r i z a t i o n  reserves a u t h o r i t y  f o r  A. I.D. t o  agree t o  f inance 
commodities o r  serv ices  from an otherwise i n e l i g i b l e  source, o r i g i n  o r  
na t i ona l  i ty. Notwithstanding, waivers known t o  be essen t i a l  t o  the 
p r o j e c t  ' s  imp1 ementati on a t  t ime o f  a u t h o r i  z a t i  on shoul d  be presented 
f o r  approval as p a r t  o f  the a u t h o r i z a t i o n  package o r  i n  p a r a l l e l  t o  the 
appropr i  a te approvi ng o f f i c i a l  . 

Trans. Memo. No. 

3:44 

Effective Date 

Sept. 30, 1982 

5D. Procedures 

Page No. 

5- 7 

1. General 

a. The d r a f t  a u t h o r i z a t i o n  i s  prepared by the  sponsoring o f f i c e  
o r  post  a long w i t h  the P r o j e c t  Data Sheet and the  body o f  the  PP. (The 
a c t i o n  memorandum rnqy be d r a f t e d  a t  the  same t ime a1 so. ) Appropr iate 
consul t a t i o n  w i t h  and/or clearance by l e g a l  and techn ica l  s t a f f  i s  
requi red;  ( t h i s  requirement rnqy be made more s p e c i f i c  by responsib le 
bureau o r  pos t  o f f i c i a l s . )  The f i n a l  vers ion  o f  the  a u t h o r i z a t i o n  i s  
genera l l y  prepared by the pos t  o r  Regional Legal Advisor  o r  GC o f f i c e r s  
i n  A.I.D./W. 

b. A f t e r  clearances are  obtained, the  a u t h o r i z a t i o n  and i t s  
associated documents are forwarded f o r  s ignature t o  the  o f f i c i a l  who i s  
delegated power t o  au thor ize  the p r o j e c t  (See 5E). 

c. Au tho r i za t i on  must precede obl  i g a t i  on, and obl i g a t i o n  requ i res  
an a l lo tment ,  b u t  i t  i s  n o t  necessary t o  have the  a1 lo tment  p r i o r  t o  
a u t h o r i z a t i  on, s i  nce a u t h o r i  z a t i  on does not depend on funds 
a v a i l a b i l i t y .  However, i n  processing the a u t h o r i z a t i o n  i t  i s  impor tan t  
from a  programming standpoint,  f o r  o b l i g a t i o n  schedul ing purposes, t o  be 
aware whether the  p r o j e c t  has been inc luded i n  the  OYB o r  i s  t o  be 
funded i n  p a r t  o r  i n  whole i n  a  subsequent year.  I f  the  p r o j e c t  has no t  
been inc luded i n  the  OYB, the  responsib le A.I.D./W o f f i c e r  w i l l  send any 
necessary request  f o r  the  a1 1  otment o f  c u r r e n t  yea r  funds t o  the  Funds 
Contro l  D i v i s i o n  (FM/FCD). If funds have a l ready been a l l o t t e d  f o r  the  
p r o j e c t  based on the  OYB, no request  f o r  a l lo tment ,  o r  f o r  an adjustment 
i n  a1 1 otment, i s  requ i red  unless the  amount t o  be obl i g a t e d  i s  more o r  
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less  than the anrount previously a l l o t t ed .  A copy o f  the whole ac t i on  
package -- a t i o n  memorandum, au tho r i za t i  qn, p ro jec t  data sheet and bo4y 
of the PP -- i s  furnished t o  the o f f i c i a l  who has been author ized t o  
negoti a te  the agreement. 

A copy o f  the signed .acti:on package i s  a lso furnished t o  the Con t ro l l e r  
(.FM) and t o  the Off ice of Development Informat ion and U t i l i z a t i o n  
(S&T/DIU). 

d. It i s  important f o r  programming purposes f o r  each Bureau and 
f o r  the Agency t o  have a running t a l l y  o r  record of: 

(1 ) .approved author izat ions c a l l  i n g  f o r  (a) obl i ga t i ons  1 n 
the cur ren t  f i s c a l  year  o r  (b)  obl i g a t i  ons i n  fu tu re  f i s c a l  years, and 

(2) obl i ga t ions  entered i n t o  pursuant t o  (1 ) (a)  above, and 
pursuant t o  p r i o r  year author izat ions.  

PPC, FM, and the Bureaus a- responsible f o r  being able t o  provide the 
above i n f  onnati on. 

e. Even though author izat ion does not  i t s e l f  have f i s c a l  
consequences, t imely  f o l  low-up o f  an author izat ion,  through a1 lotment 
and obl i g a t i o n  steps, i s  important. The programming consequences o f  
delqy mqy be s ign i f i can t ,  espec ia l ly  i f  the del qy extends i n t o  the  next 
f i s c a l  year. A1 though the author izat ion remains val i d  u n t i l  i t  1 apses 
e i t h e r  by i t s  awn terns o r  by de-authorizat i  on action, ne i the r  OYB 
approval nor al lotments ca r ry  forward automat ical ly  from one f i s c a l  year 
i n t o  the next. Thus, i n  the case o f  funds which are appropriated t o  be 
ava i lab le  only f o r  one f i s c a l  year, f a i l u r e  t o  a c t  upon an author izat ion 
by obl i g a t i  ng such funds w i l l  mean t h a t  the author izat ion must compete 
f o r  funds, i n  the new f i s c a l  year 's  OYB, w i t h  a l l  other projects. 

f. If the funds were appropriated on a no-year basis, even though 
the funds remain avai labl  e u n t i l  ob l igated and expended, t imely  ac t i on  
t o  obl i ga te  should s t i l l  be taken, since the author izat ion does not  
reserve the funds. U n t i l  ob l igat ion,  such funds remain subject  t o  
re-a1 1 ocat i  on i n  the new f i s c a l  year 's  OYB/al lotment process. 

$( 5E. Author iz ing O f f i c i a l s  -------- -------- 
1. General ----- 

I n  Delegation o f  Author i ty  No. 400-1 ( former ly Delegation o f  
Author i ty  133), e f f e c t i v e  February 10, 1986, ce r t a i n  au tho r i t y  t o  
approve p ro j ec t  and non-project assistance i s  delegated t o  Assistant  * 

--------------------------------------------------------------- 
St Revised 
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* Administrators (AAs)  and Directors o r  Pr inc ipa l  Of f i ce rs  o f  Missions and 
posts overseas. Au thor i t y  t o  approve o r  extend AID p r o j e c t  o r  
non-project assistance occurs p r i n c i p a l l y  a t  three l e v e l  s o f  au thor i t y  
w i t h i n  the Agency. These leve ls  are: 

(a) The Administrator ( including the Deputy Administrator); 

(b)  Designated Assistant  Adninistratcrrs [i ncl uding t h e i r  Deputies 1; 

b [c )  Designated Mission Directors o r  other Pr inc ipa l  Of f i ce rs  o f  
f i e 1  d posts and Designated AIDDashi ngton of f icers .  

2. De f in i t i ons  

[a) "Project" f o r  purposes o f  t h i s  delegation includes p ro jec t  and 
non-project assistance. 

(b)  "Pro ject  Assistance Canpletion Date" (PACD) i s  the estimated 
date by which a l l  AID-financed goods are t o  have been del ivered o r  a1 1 
services performed under the Pro jec t  Agreement. I n  non-project 
assistance, the equivalent  date i s  the terminal date f o r  requests f o r  
disbursement authorizations. 

(c )  "L i fe-of-Projectw i s  the planned length o f  the p ro jec t  as 
determined i n  p ro jec t  preparation. The l i f e -o f -p ro jec t  runs from the 
estimated date o f  signature o f  the Pro jec t  Agreement o r  other ob l iga t ing  
document t o  the PACD. 

3. Overall Structure ----------- 
(a) A c h i  n i  st rator /AID (AIAID): 

-----n--------- 

Within the l i m i t s  prescribed by 1 aw, the Administrator may 
approve any project ,  amend any p ro jec t  authorization, and approve any 

t pro jec t  extension. 

(b)  Assistant  Adninistrators (AAs) ------------------------- 
The fo l low ing  au thor i t i es  are delegated t o  the Senior 

Assistant  Achin is t ra tor  f o r  Science and Technology, the Assistant  
Administrator f o r  Program and Pol i c y  Coordination, the Assistant  
Adni n i s t r a t o r  f o r  Food and Vol untary Assistance, the Assistant  
Administrator f o r  Pr ivate  Enterprise, the Assistant  Admini s t r a t o r  fo r  
Af r ica.  The Assistant  Administrator f o r  Asia and the Near East and the 
~ s s i s t a n t  Administrator f o r  L a t i n  America and the Caribbean. * 

----------------------------------------------------------- 
Revised 



* (1 ) The Assistant  Administrators (1 i s t e d  i n  paragraph [I] 
above) are given l i m i t e d  au tho r i t y  t o  appmw and mend projects,  t o  
extend the 1 i fe-of-projects,  and to redelegate such au tho r i t i e s  w i t h i n  
t h e i r  respective Bureaus If the p ro j ec t  does not: 

Page No, 

5-1 0 

(a]  present s i g n i f i c a n t  pol i c y  issues; 

(b)  require issuance of  waivers t h a t  mqy only be 
approved by the Administrator o r  i f  such waivers are required they are 
approved by the Adnin is t ra tor  p r i o r  t o  such authorizat ion; and 

____Y _YU 

Ef fec t i ve  Date 

Dec, 13, 1988 

( c )  have a l i f e - o f - p r o j e c t  i n  excess o f  ten (10) years 
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(2 )  The Assistant  Adnin is t ra tors  ( l i s t e d  i n  paragraph [I] 
above) are given the au thor i t y  t o  amend p ro j ec t  author izat ions executed 
by any AID o f f i c i a l ,  i f  the amencbnent daes not: 

(a) present s i  g n i f  i can t  pol i c y  issues; 

(b)  require issuance o f  waivers t h a t  msy only be 
approved by the Administrator o r  i f  such waivers are required they are 
approved by the Abni n i  s t r a t o r  p r i  o r  t o  such authorizat ions. 

(3)  The Assistant  Administrators ( l i s t e d  i n  paragraph [I] 
above) are given the au thor i t y  t o  approve extensions o f  the 
l i f e -o f - p ro j ec t  provided t ha t  the extension does not  r e s u l t  i n  a t o t a l  
l i f e -o f -p ra jec t  ( f ran po in t  o f  i n i t i a l  ob l i ga t i on  t o  revised PACD) o f  
more than ten (10) years. 

( 4 )  Author i t ies  delegated under t h i s  sect ion rnqy be exercised 
by persons performing the funct ions o f  the Assistant  Administrator  i n  an 
"Acting" capacity but rnqy not  be redelegated. I n  the case of the Bureau 
f o r  Science and Technol ogy, the Senior Assistant  Adni n i  s t r a t o r  f o r  
Science and Technol ogy rnqy redelegate the author i  t i e s  delegated i n 
paragraphs 5E3(b ) ( l  ) through 5E3(b ) (3 )  t o  the Agency Di rectors  except 
the au thor i t y  t o  authorize a p ro j ec t  when the l i f e -o f - p ro j ec t  funding 
exceeds $20 m i l  l i o n  and the au thor i t y  t o  amend a p ro jec t  au thor i za t ion  
when the amendment w i l l  r e s u l t  i n  a t o t a l  l i f e  o f  p ro jec t  funding o f  
more than $30 m i l  li on mqy be redel egated only on a project-by-projec t 
basis. Assistant  Admini s t r a to r s  rnqy a1 so redelegate the au tho r i t i e s  
under paragraphs 5E3(b ) ( l  ) through 5E3(b ) (3 )  t o  Deputy Assistant  
Administrators. 

( c )  Mission Directors o r  Pr inc ipa l  O f f i ce rs  o f  F i e l d  Posts: ------------------- -------------------- 
The fol 1 owing au tho r i t i e s  are redel egated t o  Missi on Di rec tors  

o r  P r i nc i pa l  O f f i ce r  o f  F i e l d  Posts: * 
Revised 
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* (1 ) Regional Assistant Administrators aqy, each w i th in  their 
area o f  responsib i l i ty ,  mdelegate the au thor i t ies  delegated t o  them i n  
paragraphs 5E3(b) (1 ) through 5E3( b)(3), a t  t h e i r  d iscret ion and i n  
accordance wi th  c r i t e r i a  established by the Bumau t o  Mission Directors 
o r  other p r inc ipa l  o f f i cers  o f  f i e l d  posts. 

(2)  The Senior Assistant Adninistrator f o r  Science and 
Technology, and Assistant Administrators f o r  Pro ram 4Rd Pol icy d Coordinati on, Food and Vol untary Assistance and ri vate Enterpr i  se rnqy 
redelegate au thor i t ies  delegated t o  thecP under paragraphs 5€3(b) (1 ) 
through 5E3(b)(3) t o  Mission Directors o r  other pr inc ipal  o f f i ce rs  o f  
f i e l d  posts f o r  indiv idual projects w i t h  the concurrence o f  the relevant 
Regional Assistant Acbninistrator. 

(3) The author i ty  t o  authorize a pro jec t  when the 
1 i fe-of-project funding exceeds $20 m i l  l i o n  and the author i ty  t o  anend a 
pro jec t  author izat ion when the amendment w i l l  r esu l t  i n  a t o t a l  
1 i fe-of-project funding o f  more than $30 m i l  l i o n  mqy be redelegated only 
on a projec t-by-porjec t basis based on pol i c y  programmatic and s ta f f i ng  
considerations. 

(4) Author i t ies redelegated hereunder rnqy be exercised by 
persons performing the functions of the Mission Di rector  i n  an "Acting" 
capacity and rnqy be redelegated by the Missions Di rector  t o  the 
pr incipal  deputy o f  the Mission Director, but rnqy not k f u r the r  
redelegated. Author i t ies redelegated t o  pr inc ipal  o f f i ce rs  o f  f i e1  d 
posts other than Missions rnqy be exercised by persons performing the 
functions o f  the pr inc ipal  o f f i c e r  i n  an "Acting" capacity but rnqy not 
be redel egated. * 

* Revised 



T R A W  YEYO W. EFFECTIVE DATE 
AID HAJIDB00K 3 3:44 September 30, 1982 

( 4 )  Authorities redeleqated to Rincipal Officers of field 
posts other than Missions may be excercised by persons performing the 
functions of the Principal Officer in an 'Acting' capacity, but may 
not be redelegated. 

5F. Amendments 

1. General 

Amendment of the Project Authorization (Appendix 5E is required to 
approve the following changes in projects: 

a. When a significant change in the scope or focus of a 
project is proposed; or for changes in the interest rate, grace 
period, or repayment period of a loan. 

b. When the approved AID life-of-project or budget total is to 
be increased. 

Note: See Chapter 13, -Project Uodifi~ations,~ for documentation - 
required to support project or authorization changes. 

2. Deauthorization; Deobliaation 

a. Since authorization represents programming approval rather 
than a fiscal action, de-authorization represents full or partial 
withdrawal of such approval. Withdrawal of approval may be 
documented by the execution of an amended authorization (Appendix 
5E). Thus, if a project has been authorized for one level of 
funding, and it is desired prior to full obligation to reduce this 
level, an amended authorization (in effect, a partial 
deauthorization) can be executed, based on any necessary adjustments 
to the PP. However, there will be circumstances in which other 
procedures than amending the authorization will suffice to document 
full or partial withdrawal of approval. 

b. After obligation, reduction of obligated funds is 
accomplished by deobligation. Deobligation from a project agreement 
of funds which are no longer needed will, in most instances, be 
reflected in an amendment to the project agreement and accomplished 
by the appropriate Controller administratively in coordination with 
the project officer and other concerned officers within the USAID, or 
AIDfW Bureau, or both. The authority to reobligate funds obligated 
in a prior fiscal year depends on the nature of these funds and the 
existence of certain statutory authorities. GC and Pn should be 
consulted to determine whether funds, if deobligated, may be 
subsequently reobligated. 



56. Exceptions for AIDm Projects 

EFFECTIVE DATE 

September 30, 4982 

In the case of certain inter-regional AIDm-managed and centrally 
funded projects and unilateral projects, such as many undertaken by 
the Bureaus for Food and Voluntary Assistance, Private Enterprise and 
the Bureau for Science and Technology, the follwing exceptions are 
made to this Chapter's guidance. These exceptions are necessary 
because of the unique nature of the centrally funded and unilateral 
projects described. 
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1. The authorization may be reduced to a brief statement of the 
AID- financing to be provided per the attached Project Paper and 
subject to any major conditions deemed necessary by the Bureau 
responsible for the project. 

2. Special allotment procedures for this category of projects are 
to continue. 

5H. Distribution of Authorization Documents 

Missions which authorize projects will normally maintain the official 
files for them, but are to advise A I D D  by cable of the authorization 
of a project and forward copies of the.documents to their 
backstopping Regional Bureau. The Regional Bureau will make 
distribution to S&T/DIU and to other appropriate offices within 
AIDD. In the case of projects (such as loans) for which 
disbursements will be made from Washington, such distribution will 
include the Office of Financial Management (FM). 

In addition, the responsible Bureau or Post promptly sends copies of 
a signed authorization or authorization amendment to all offices that 
cleared the document and to such other offices as may be 
appropriate. Procedures for advising the ~orrower/Grantee and for 
press releases are given in Appendix 5A, Publicity kegarding 
Authorization of Funding (Reserved). 

51. Conaressional Notification 

The annual AID appropriations act and Section 634A of the FAA require 
Congress to be notified 15 days in advance of obligation of funds for 
a particular project. This notification is normally effected by 
inclusion of the project in the Congressional Presentation document 
which is submitted each year to Congress. See Appendix 5B for 
guidance on when a separate notification for a project is required 
and the format and procedures therefor. 
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TO: See Distribution 

PROM: A-GC~ Kelly C, Kammere GLL 
leG. aichcllc Laxalt fi? 

SUBJECT: Revised Guidance for Preparation of Congressional 
Notifications 

Section 704 of the International Security and Development 
Cooperation Act of 1981 (P-L, 97-113) amends Section 634A 
of the aoreign Assistance Act to require that congressional 
notifications contain additional information if a proposed 
reprograming would cause the level of assistance to a country 
in a fiscal year to be increased by more than a certain 
amount. In its entirety, the amendment to Section 634A is 
as follcvs: 

Whenever a proposed reprogramning exceeds $1,000,000 and 
the total amount proposed for obligation for a country 
under this Act in a fiscal year exceeds by more than 
$5,000,000 the a~~ount specified for that country in the 
report required by section 653(a) of this Act, noti- 
fications of such proposed reprogrannaings shall specify-- 

(1) the nature and purpose of such proposed obligation, 
and 

(2) to the extent possible at the time of the proposed 
obligation, the country for which such funds would 
otherwise have been obligated. 

A- Wbe2 the Nev Requiremat is Applicable 

The report required by FAA Section 653(a) is the annual 
yerating year, budget (OYB) transmitted to the Congress with- 
in 30 days after enactment of a regular foreign assistance 
appropriation bill. 

As required by the amended Section 634A, whenever a 
proposed reprogramming exceeds $1 million - and the total amounL 
of prop~sed fiscal year obligations for a country exceeds by 
more than 55 millxon the amount stated for that country in the 
Section 6 5 3 ( a )  report (Tab A), the notification must contain 
the information specified in tbe statute, Thus, once the 
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$5 million threshold is reached, =f reprogramming for a 
country in excess of $1 million wil require the additional 
information noted in the statute. Moreover, any reprogramni~g 
for a country in excess of $1 million which causes the proposed 
level of that country to be increased in excess of $5 million 
over the amount contained in the Section 653(a) report will 
also require such additional information.  or example: 

(1) Assume that prior reprogramtings had increased the 
total amount of Development Assistance proposed 
for obligation for a country in a fiscal year by 
$4 million over the amount contained in the OYB. A 
proposed reprogramming of $1.5 million that would 
cause the total amount of DA proposed for obligation 
for that country to exceed $5 million, would require 
the additional information to be included with the 
notification. 

(2) Assume the same situation as in paragraph (I), but 
that the proposed reprogramming of $1.5 million does 
not entail an increase in the proposed country level 
above $5 million. In such case, no additional 
information would be required. 

( 3 )  Assume that there had been no prior reprogrammings for 
a country. An initial reprogramming that would have 
the effect of increasing a country's proposed level of 
obligations in excess of $5 million over the amount 
contained in the OYB would require the additional 
information to be included with the notification. 

The 
will be 

total amount of fiscal year obligations for a country 
computed separately for Development and Economic 

su-a 
represent 
Lp~ort Fund assistance. Thus, if prior reprogrammings 

a $5 million increase in ESP assistance for a 
country, a subsequent reprogramming of more than $1 million 
of ESP assistance to that country would require the additional 
information specified in the section; reprogrammings of 
Development Assis,hance would1 remain unaffected until the 
$5 million threshold was reached for Development Assistance. 

What New Information Will Be Required 

If the additional requirement is applicable to a 
notification, the section as amended requires two pieces of 
information to be provided: 
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- the nature and purpose qf the proposed obligation; and 
- the identity of the country (to the extent known at the 

time of obligation) for which the reprogrammed funds 
would otherwise have been obligated, 

The first requirement may be satisfied by a one sentence 
description of the project purpose. Since this information is 
always provided on activity data sheets prepared for sub- 
stantive notifications nothing further need be added to a 
substantive notification in order t3 comply with this first 
requirement, Technical Notifications, however, will have to 
include a statement of project purpose, as noted in the sample 
technical notification included in Tab B, 

The second additional requirement for information may be 
satisfied in two ways. ~ f ,  at the time the reprogramming goes 
forward to the Congress, it is known from which country funds 
have been reprogrammed, the name of this country will be 
included on the Advice of Program Sheet. I£, at the time the 
reprogramming goes forward to Congress, the country or 
courltries from which funds are reprogrammed is not, known, the 
Advice of Program Change or Technical Notification will include 
a statement to this effect, A reprogramming that does not fall 
within the scope of the amendment to Section 634(a) shou7ld not 
contain any additional information or comment. 

It is quite conceivable that the identification of a country 
from w6ich funds are to be reprogrammed would be politically 
very sensitive. Therefore bureaus should consider the neces- 
sity of classifying a reprogramming which it feels is of a 
sensitive nature. 

LEG and GC will rely on the bureau DP offices to maintain an 
accounting of increases in country levels and to notify the 
originating offices of the applicability of these additional 
requirements. 

Revised Advice of Program Change formats are attached at Tab B. 
These should be used in lieu of the forms contained in the 
congressional notification guidance dated October 23, 1981. 
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C. Effacti~e Date of the.. Changer 

The changas required by thr armdment, a s  implamented by 
this npotandum, will be effective immediately. 

Attacbants: 
Tab A - Section 653ta) Repact 
~ a b  B - 8evSsed Advice of Program Cbange Potaaatr 

DWkfD, Mr. J.C. Whe&ler 
Assistant Administratots and OfZice Bead8 
Assistant General Counaela 
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AGENCY FOR INTERNATIOW DEVECOPHENT 
ADVICE OF PROGRAM CBANGE 

Date: ( t o  be i n s e r t e d  by LEG) 

Country: ( I f  C e n t r a l l y  funded, the  word "Worldwide" may be used.)  

P r o j e c t  T i t l e :  

P r o j e c t  Number : 

Data Base Reference:  ( i n s e r t  Data Base r e f e r e n c e )  

Appropr ia t ion Category:  

L i fe -of -Pro jec t  Funding: 

Intended FY 1981 Ob l iga t ion :  ( i n s e r t  t o t a l  EY o b l i g a t i o n  proposed 
and i n d i c a t e  if  i t  is t o  be g r a n t  or  
loan  a s s i s t a n c e )  

(Loan Repayment Terms: i n s e r t  i f  a p p l i c a b l e )  

T h i s  is t o  adv i se  t h a t  A . I . D .  i n t ends  t o  o b l i g a t e  funds  from t h e  
Population Account f o r  the  s u b j e c t  p r o j e c t  r a t h e r  than from t h e  
Zeaith Account a s  p rev ious ly  i d e n t i f i e d  i n  t h e  Data Base. 

A s  a  r e s u l t  of a  review of the  p r o j e c t  made a f t e r  t h e  FY 81 CP was 
prepared i t  was determined t h a t  t he  pro-ject was more a p p r o p r i a t e l y  
funded from t h e  Popula t ion  Account. No change w i l l  be made i n  
e i t h e r  f i s c a l  year  o r  l i f e - o f - p r o j e c t  funding levels. 

(Note, t h i s  is on ly  a model t o  a s s i s t  d r a f t e r s  in prepa r ing  
Advices of ?sogram Change. The f i r s t  paragraph should s t a t e  
c l e a r l y  the  n a t u r e  of t h e  change, t h e  second should i d e n t i f y  t h e  
reason for  t he  change.)  
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Attachment 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
ADVICE OF PROGRAM CHANGE 

Date: (to be inserted by LEG) 

Country: (If centrally funded, the word 'Worldwide' may be used.) 

Project Title: 

Project Number : 

FY 1982 CP Reference: None (or, e-g., Africa volume, PPS on page 
301) 

Appropriaton Category: 

Life-of-Project Funding: 

Intended FY 1982 Obligation: (insert total FY obligation proposed 
and indicate if it is to be grant or 
loan assistance) 

(Loan Repayment Terms: insert if applicable) 

This is to advise that AID intends to obligate $ for the 
Project. This is a new project and was not incl-n the FY 

The project will assist the Government of Kenya to provide extension 
services to rural areas in Western Kenya by establishing an 
agricultural college and training facility for administrative 
staff. (Include further elaboration, in a paragraph, of anticipated 
end-of-project status.) 

(If this reprogramming exceeds $1 million and total reprogrammings 
have increased the total country level in excess of $5 million, 
include the source of reprogrammed funds - or a statement explaining 
why such information is not available.) 
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A t t a c h m e n t  C 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
ADVICE OF PROGRAM CHANGE 

D a t e :  ( t o  b e  i n s e r t e d  by LEG) 

C o u n t r y :  ( I f  c e n t r a l l y  f u n d e d ,  t h e  word " W o r l d w i d e "  may b e  u s e d . )  

P r o j e c t  T i t l e :  

(Irl P r o j e c t  Number: 

Data Base R e f e r e n c e :  None 

A p p r o p r i a t i o n  C a t e g o r y :  

L i f e - o f  - P r o j e c t  F u n d i n g :  

I n t e n d e d  FY 1 9 8 1  O b l i g a t i o n :  ( i n s e r t  t o t a l  FY O b l i g a t i o n  p r o p o s e d  
a n d  i n d i c a t e  i f  i t  i s  t o  b e  g r a n t  or 
l o a n  a s s i s t a n c e )  - I/ ( L o a n  R e p a y m e n t  Terms:  i n s e r t  i f  a p p l i c a b l e )  

T h i s  is to a d v i s e  t h a t  A.I .D.  i n t e n d s  to  o b l i g a t e  $ f o r  
t h e  P r o j e c t .  T h i s  is a  new p r o j e c t  a n d  was n o t  i n c l u d e d  
i n  t h e  Data B a s e .  

T h e  2 r e l i m i n a r y  d e s i g n  o f  t h i s  p r o j e c t ,  w h i c h  w i l l  a s s i s t  t h e  
G o v e r n m e n t  o f  Kenya  to t r a i n  a g r i c u l t u r a l  e x t e n s i o n  a g e n t s ,  was 
n o t  c o m p l e t e d  u n t i l  a f t e r  t h e  FY 8 1  CP was p r e p a r e d .  

W o r k  o n  p r o j e c t  d e s i g n  a s  w e l l  a s  n e g o t i a t i o n s  w i t h  t h e  K e n y a n  
G o v e r n m e n t  moved more r a p i d l y  t h e n  a n t i c i p a t e d ,  e n a b l i n g  A .  I.D. t o  
r e a d y  t h i s  p r o j e c t  f o r  a u t h o r i z a t i o n  a n d  i n i t i a l  o b l i g a t i o n  i n  t h e  
c u r r e n t  f i s c a l  y e a r .  



Rural Water and Sanltallurl 

-- 
I 

Purpose1 To r r s l r l  l l ~ e  G o v c r n r n c ~ ~ l  p l  Lerol l ro (GOL) In dcvcloplng ttre 
capaclty of t l ~  Mlr r l t l ry  of Rural Dcvelopment/Vll lage Water Su TIY Scctlon (LIORDIVWSS) t o  dcslgn, conr t ruc l  and tnalntaln new and c r l r t  nfi 
ru ra l  water supply sy r l c~ l r r  w h l d ~  adcquatcly sddrerr trcaltt l a d  ran l ta ry  
edllcatlorl cor~r lderat lor~r ,  

Back~roturdt  A b u t  94% o l  t l ~ c  1.2 m l l l l on  pcoplo o f  Lesotho r o l d o  In 
areas no t  served by safe, ran l tsry  water cyrtell lr. Exlst lng watcr ryslems 
a r t  klghly rusccptlble to contamlnrtlorr. Tlle M ln l r t r y  o f  Rura l  Dcvelop- 
tnerrt har r Ilrrl ltcd capaclty to d e l l  n and c m r t r l r t  new ru ra l  water 
sipply ryr te lnr  (abo11 10 per year) all! t o  1sal1,taln ex l r t l~cg  01111 (36% o f  
w h l c t ~  arc estltrlatcd l a  be c o ~ ~ ~ l l f e t c l y  IIM-l~urtlonal or l u n c t l m l n l  
Improperly). A backlog of over JOO vl l lagr r c q ~ w r t r  f o r  water supply 
ry r l r l ns  (often rccocl~panled by  local f lnanclal  c o r ~ t r l b ~ ~ ~ l o n s )  r l lpor l r  I l ~ c  
rrccd l o r  l lr lproved water s ~ ~ p y l l c r .  T l ~ e  GOL arvlrager c o m p l e t l m  of a t  
least I 4 2  addl~lorrsl  water rtryply ryalcrns dtrrlng the pro ject  m d  l n ~ p r o v e d  
r~ru lntcnar~cc and r c c o r r s l ~ ~ ~ c t l ~ r  o f  6 1  exlr l l rrg ryrtetna. 

yro lect  ncscr?et lnn~ TIE project wlll, a l n m g  ollter tlrlnga, provlde 
~ r ; l n i r s o T o  pcrroru~el  III tho VWSS 410 w l l l  be rerponslble for  
rl l lnat malntcnance o f  vlllage waler supply r y r t c m r l  e r t r b l l r h  r e  l a a l  m d  
d l s t r l c ~  maln~cnance cclctcrr rcrponrlble for malor rcpal r  wor ft o f  r u r a l  
watcr r u  ply ry r t c ln r  In tttelr rcrpect lve rerv lce areas1 and fo r te r  I' coordlnat on betweell I l ~ e  M l~ r l s l r l e r  o f  l l c a l t h  and Rura l  Developmen1 In 
recognl l lon o l  the I~rt trckpcndcrlce o f  I r ca l t t~  u r d  water rupply r c t l v l t l e r  
In ttce ruccersful  l i~ lp lenrenla l lon o l  th l r  prolecl.  I1  la an l lc lpstcd lha1 by  

rovldlng arslrtancc t o  t lw  C O L  In d c v e l o p l r ~ ~  th l r  capaclty, tie VWSS w l l l  
Ee more e f lec l l ve  In carrying 0111 11s rcspa~rr lb l l l t ler  a, l l x y  per ta in  10 
ru ra l  walcr  rupply ryrlernr. 11 w l l l  have developed the In i t l tu t lor ra l  
l n l r r s l ruc lu rc  necessary to  ruppor l  fu tu re  r w a l  water r u ~ l y  cndcrvorr. 

H e l a l l m  o Qrg cc i& A.1.n. Co*y- SLrlr!sgy~ A progrcrslvo r u r a l  ---f tcorrornv i Lcrot  'r 10's o n ~ v ~ ~ l e r n a l l v c  l o  contlnrred e r t r r l n c  &pen- I 
& l r y  & t o u ~ l r  Af r lc r .  A.I.D. Is h e l y l n ~  Lesotho to  o ~ a b l l a h .  bv 191 1: ~ t r o  1 
I r c ~ i l t u ~ l o n a l  bares In agr l cu l t~uc  alrd educrt lon wtrlclr are necessary 
corrd l t lwr  for r u r t a l ~ ~ e d  nal lonal devcloplncnt over the n e r t  25 ycarr. 
n a r l c  lmprovemcntr In ru ra l  t ~ e s l t l ~  u r v l c c s  are necessary l o  In&lco 

eo l~ lc  t o  remaln In ru ra l  areas atwl 10 lnrprove tlu proc)uctlvlty o f  thc l r  
PaI, . A.I.11. healtlc rector r o ~ r a m r  are focur td  CYI 1110 tralnlng o l  
paramedlcial workers u*( m elcprovlng 1110 avs l lab l l l ty  a d  q ~ l h y  o l  
drlnkllrg water. Such ac l l v l t l c r  lrlvolva low reccirrcnt costs and y lc ld  a 
rap ld  rcll lclr In t l ~ c  rcclrlccd I r r l k n c o  o l  dlrease. Tl11s prolect w l l l  l l ke ly  
be A.l.l).'s f l r ls l  yar t lc lpat lor~ I n  Lcrotlm'r heal111 sector. 

R c n c f l c l a r ~ ~  Tlre proJcc1 w l l l  construct, rcbul ld  urd tna l t~ ta l l r  approxl- --. 
m a l c l y ~ O  vil lage water r w f y  syrtctns. The ryr te tn vlll (wuvlJe c l e a t  
water for  household use o f  appror l tna le ly  (70,MO people, ry I>'% o l  t Iw 
ru ra l  populatlocl. Cost pa dlrect  benef lc lary  Is m t r t l rna ted  $71. 

l l o s l  C w l t r  r o d  O t l ~ u  Omors t  TI= G O L  Is t d l n g  addltlonal p e r m 1  
1 o r ~ i 3 ~ ~ u d l n  recurrent costs tar &I l~hg  opera t lwu  rJ t ran rpo .~  f ($1,400,000 e r t lma le  ), ud prov ld l ry  l a d  l c c  hour i r r l  d VWSS lac l l l l l c r .  
The vll laaers are expected t o  c m t r l b u t e  $~,00(1 h cash ud $b4O,W 
t l ~ r o u g l ~  self-help Iabw. lb t h l t c d  K l n g h ,  European E c a w o l c  Can- 
~nun l ty ,  IJNICEF alrd I J N n P  w l l l  rlu, ptovlde arr ls lance l o  t l e  vll lage 

l y  program. l l w  Pcace Corps w l l t  In l t la l ly  r q l y l y  one voltmleer ::::: :iTnw.,,,. 

Malor 0i11puls A l l  Years 

Technical r t a f f  and v l l lagc r c p r c r e n t a t l v u  
tralned for rnanagetnenl and malntenanct  570 

Vlllega water ryaternr constructed or restored 210 
Rcglonal and d l r t r l c l  r l y  uui r n a l t ~ t c n r ~ r e  "7 celrterr cpnatructed an opeca l l l y  4 

T e c h l c e l  A r r l s tance~ 
6 long-term 1264 pm) d 
2 SIWI-tern1 (36 pn) 2,200 

Tra ln lng~  
I long-lcrrn U.S. (144 269 
3 l a y - l e r t n  Leiotl*. G' I,) 14) 

~ o ~ ~ ~ ~ n o d l t l c r ~  Drllllr.' eap$puo,t, Id- npr, etc. 7,LM 

l * h r  
r Ollrer C o r l r l  Conr t ruc l lu r  m r l e r l e l r  M l oca l  

TOTAL 16: 
The word 'continuingm may be inserted 

for level of eftor t ,projects for which 
life-of-project levele or dates would not 
be appropr late. P * 

rtw rtw 



Attachment 8 

AGENCY POR IHIBWNATIONAL DBVSLOPMLNt 

Country  f rom 
t ~ r u j e c t  T i t l e  Country  o r  ulh A c l ~  App ropc l a t l on  OYB ?mount How Amount o f  
anclI411mber k c l o r  Re fe rence1 /Centca l  Program ~ e p r o ~ r a r m e d 2 /  Account Amount ----- Requi red Inc reaae  P r o j e c t  Purpoac :I 

Peat 1 1  
938-0145 

Ag Research 
914-3800 

Bur und 1  

C e n t r a l l y  

I/  Please i n o e r t  t h e  moot r ecen t  lne tanceo  I n  v h l c b  Congreeo rece ived  an updated - 
Data Sheet f o r  t h e  p r o j e c t  ( l .e. ,  a  p r i o r  year CP, t h e  Data Base, o r  a CHI .  

2/ Source o f  fundo f rom v h l c h  reprogrammed and p r o j e c t  purpoee are r e  u i r e d  - 
o n l y  I€ t h i s  reprogramming esceeds $ 1  m i l l i o n  and t o t a l  reproqramm?ng6 have l n c r e a ~ e d  
t h e  t o t a l  l e v e l  f o r  t h e  c o u n t r y  I n  exceee o f  $5 m l l l l o n  over the  amount 
con ta lned  i n  t h e  Sec t l on  6 5 3 ( a )  r e p o r t .  



' ( ~ 3  o 10 'esee eqea aqq ' d 3  JeaA J O I J ~  e "a'l) q3aCold l aqoeq  aqq JOJ qaetls - 
wqwa peqepdn uw perrleoaJ esaibuoa tla1yn ul aaueqeul q u a o a ~  360r all7 7JaeUl eeeatd / I  

*spuwl u ~ e j  nau uo quawaIqqaeaJ 
b u ~ q ~ w n w  aIlqn eqot 1 w ~ n a l n o 1 ~ 6 e  

u! p a o w ~ d  puo suolqolooeeo JeaJoj oqul 
~zlue610 a@ 1 1 1 ~  eaqwnpoJ3 'quamabeuea 

WJW; puo eoluw aem mfoj 'sanblu 3aq 
uollonpo~d KlJInoa puo !poqeenl~ 'aola 
poo; ul s ~ e q l o n  ~ o J n l ~ n a l ~ b w  u l o ~ q  o& 

'luamabouom uolqnqlJqelp 
puo ebofoqs do-oo puo s a l q ~ ~ l q o w  

e ~ l q e ~ a d o o o  oq Al1wal;laede peqwIeJ 
Kowlaqlf alsoq puw Koolernu qqbnwq 

aq 11 ln saamaod 'sJemfw) IIore 000'0~ 
qnoqo aAJoe qolqn salqelooe alpeJ3 gc 

,UP sa~lqoladooa 6 u l l e 4 ~ ~ m  esodfndlq~nm 
2 9  ;o quemabeuwm loo01 e ~ o l d a l  o& 

'uolqozlulapom ~ o j  eelbeqo~qe s o  Ilen 
ew qealom ~ o u o l q l p o ~ q  eqq oq sebuwq,~ 

to qowdml puo ealjeueq 'eqeoa 
olmouooe-oleos 20 sJOqo3lpUl PUP 

sJaqamelod qslIqwqea Illn hpnqo all& 
' p a q u e ~ ~ o n  OJP aJnqou olmouooa-olaoe 

JO IoJnqonaqe o 30 qeqJwW aJeqIV 
eyq oq sabuoqo feyaeqn eUlaJelaP 
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APPENDIX 5c -- 

ACTION MEMORANDUM F O ~ T * -  - - - 
I - -7  

For proper  spacing, format,  
ACTION MEMORANDUM FOR THE ADMINISTRATOR* I r e f e r  t o  AID Handbook 21, Sup- I 

plement A, "Execut ive Communi- , 
THN: ES I ca t ions" ,  Page V-17. 4 - -  - 0 - -  

T R A N S  MEMO NO. 

3:  4 4  

THRU: AA/PPC, 

E F F E L T I V E  D A T E  

-- 

L, FRW: AA/ASIA, 

ACTION : 
Your approval  i s  requested f o r  a  ( g ran t / l oan )  o f  $ (amount) 

from the  (FAA Sec t i on  number and name) a p p m p r i a t i  on t o  
f o r  ( p r o j e c t  t i t l e  and p r o j e c t  number 

I t  i s  planngd f ~ t &  OL - and/or substance Lr proposai. 
D iscuss i  on: m a r  d e s c r m  o f  p r o j e c t !  spec ia l  cons idera t ions ,  d i scus-  
s i o n  o f  issues,  e tc .  T 
Waivers: ( A t t a c h  f o r  s ignature,  i f  app l i cab le ,  o r  embody i n  a u t h o r i z a t i o t l ) .  

J u s t i f i c a t i o n  t o  the Conqress: ( Inc lude  page referer lce o f  Congressional 

I/ Presenta t ion ,  u r  date o f  o ther  Congressional No t i  f i c a t i o n )  . 

Obtained: Human Rights  Comnli t t ee ;  o thers  as appropr ia te .  

Recomnendati on: That you s ign the a t tached  P r o j e c t  Au tho r i za t i on  ( o r  
o t h e r  a t tached  document). 

A t t a c h e n t s :  

1. P r o j e c t  Au tho r i za i  ton  ( o r  Amendment t o  P r o j e c t  ~ u t h o r i z a t i  on) 
2. P r o j e c t  Paper 
3. Waive:~ f o r  which approval i s  requested. 

* 
Clearance: 

GC : (Type Name) Date 

- - -  - 1  AAA/PPC/PDPR<T~~~ ~ame)Da t e  
ASIA/PD: JDoe;ms :3/21/80: Ext.  23456 -- 

f ( D r a f t e r  of A c t i o n  Memorandum) 1 - - - - - - A -  - 7 
See Page No. V-3, Handbook 21 , Sup- I Note: The General Counsel and AAA/PPC/PCI'F? ' - 

b l e ~ n t  A, € . D r a f t i n g  In fo rmat ion .  _I c l e a r  on the o r i g i n a l .  Bureau c learancss I - - - -  - - - -  I should be kep t  t o  a  minimum. Re fe r  t o  : l a n d - ,  
I book 21. ~ u ~ ' p i e m e n t  A, Page No. V-3, D.  

I 

.I Clearances 1-4, 8. 
Wording and c l e a r a n c e s  shown f o r  

I 
L , , ,  - , - - a  

A c t i o n  Memorandum t o  A/AID o r  h i s l h e r  
designee. For  ~ernoranda to  Bureau  o r  H i s s i o n  l e v e l  au tho r i z i ng  o f f i c i a l s .  makc 

de le t i ons  o r  subs t i t u t i ons ,  e.6. .  c l ea rance  by k g a l  Adv iso r  i n  
p lace  o f  t h e  General Counsel. 



A P P E N D I X  5D 

AID HANDBOOK 3 

PROJECT AUTHORIZATION 

Name o f  Country/Enti  ty: Name o f  Pro jec t  : 

N d e r  o f  Pro jec t :  

TRANS. M E M O  NO. 

3 :44 

Number o f  Loan : 

1. Pursuant t o  Section o f  the  Foreign Assistance Act o f  1961, as 
amended, I hemby author ize the f o r  ( the  "Cooperating Corlntq) 
i n v o l  v ing  planned ob l  igat ions o i n  loan funds 
and $ i n  grant funds over a year period from date o f  

EFFECTIVE D A T E  

September 30, 1982 

eut horiza  t i o n  subject  t o  the  avai  l a b i l i t y  o f  funds i n  accordance 
w i t h  the  A . l  .D. On/a l lo tment  process, t o  he lp  i n  f inancing f o re i gn  exchange 
[and l oca l  currency, if appllcab]e] costs f o r  the pro jec t .  The planned l i f e  c: the 
projec t  is - years and months from the date o f  i n i t i a l  o b l i g a t i o n .  

2. The p m j e c t  consists o n p r o v i d e  a b r i e f  descr ip t ion cons is tent  w i t h  
the  PP]. 

PAGE NO. 

5D-1 

3. The P ro jec t  Agreement(s) which may be negot iated and executed by the b o f f i c e r ( s )  t o  whom such au tho r i t y  i s  delegated i n  accordance w i t h  A.1 .D. 
regu la t ions and Delegations o f  Au thor i t y  s h a l l  be sub ject  t o  the  f o l l o w i n g  
essen t ia l  tenns and covenants and major condi t ions , together w i t h  such 
o the r  terms and condi t ions as A.1 .D. may deem appropriate. 

4. a. I n t e r e s t  Rate and Terms of Repayment I./ 
The Cooperating Country sha l l  repay the Loan t o  A.1 .D. i n  U.S. Do l l a r s  

w i t h i n  f o r t y  (40) years fmm the  date o f  f i rs t  disbursement o f  t h e  Loan, 
jnc lud ing  a grace per iod o f  n o t  t o  exceed t en  (10) years. The Cooperating 
Country s h a l l  pay t o  A.I.D. i n  U.S. Do l la rs  i n t e r e s t  fm the  Date o f  f i rs t  
disbursement of the  Loan a t  t h e  r a t e  o f  (a)  two percent (2%) per  annum 
dur ing t he  f i r s t  t en  (10) y e a n .  and (b)  three percent (3%) per  annum 
the rea f t e r ,  on t he  outstanding disbursed balance o f  the Loan and on any 
due and unpaid i n t e r e s t  accrued thereon. [See note 1 f o r  I t intermediate" 
t e n s  .] 

b .  Source and Origin of  Comodi t i e s ,  Nat ional i tv  o f  Servfcen 

commoaitles financed by A. I. 0. 
under t he  p ro j ec t  sha l l  have t h e i r  source and o r i g i n  [ i n  t he  Cooperating 
country]  Y o r  [ i n  the United States]  g/ [ i n  countr ies inc luded i n  A.1 .D. 
Geographic Code 9411 except as A. I .D. may otherwise agree i n  w r i t i n g .  
Except f o r  ocean shipping, the p p l i e r s  of commodities s e r v i c e s  s h a l l  - 
have K h e  Cooperating Count " o r  /The United ~ t a t e s 7 -  I 7 /Touountries included 
i n  A . ~ D .  Geographic Code 94%7 as t?;eir place of n a t y o n a l h ,  except  a s  
A - f  . D o  may otheswise agree i';; wr i t ing .  



Ocean shipping f inanced by A.I.D. under t he  p r o j e c t  s h a l l  , except as 
A.1 .D. my otherwise agreej)n w r i t i ng ,  be financed o n l y  on f l a g  vessels 
o f  - 

*c. Other 

AID HANDBOOK 3 
PAGE NO. 

50- 2 

P r i o r  t o  the date o f  execution o f  the Pro jec t  Agreement, the 
Cooperating Country s h a l l  f u rn i sh  i n  form and substance sa t i s fac to ry  
t o  A.I.D., 3 

*d. P r i o r  t o  any disbursement, o r  the issuance o f  any commitment 
documents under the  Pro jec t  Agreement, the Cooperating Country sha l l  
furnish i n  form and substance s a t i s f a c t o w  t o  A.1 .D., 

EFFECTIVE DATE 

September 30, 1982 

*e. P r i o r  t o  any disbursement, o r  the issuance o f  any commitment 
documents under the Pro jec t  Agreement t o  finance [ p a r t i c u l a r  a c t i v i t y ] ,  
the Cooperating Country sha l l  f u rn i sh  i n  Porn and substance sa t i s f ac to r y  
t o  A.I.D., 

*f. The Cooperating Country sha l l  covenant d 

TRANS. MEMO NO. 

3 :44  

*g. The f o l l ow ing  waivers t o  A.I.D. regu la t ions are hereby approved: 

Typed Name O f f l ce  Synhol Date I n i t i a l s  

C l  earances : 
A. 
0 .  
C. 
D. 
E. 
F. 

Typed Name o f  Author iz ing 
O f f i c e r  

Office Synbol 

*Aster is ked paragraphs represent nonstandard prov is ions.  A paPt icu lar  
au thor i za t ion  may requ i re  some, a l l  , o r  none of these paragraphs. 3 



Guidance f o r  p repar ing  t h e  a u t h o r i z a t i o n  f o l l o w s  : 

AID HANDBOOK 3  

1/  For loans on ly .  These a r e  t h e  most favorab le  terms o f f e r e d  by AID. Recent - 
app rop r i a t i ons  a c t s  have s p e c i f i e d  harder l oan  terms f o r  c o u n t r i e s  whose 
annual per c a p i t a  gross na t i ona l  product exceed s p e c i f i e d  1  eve ls .  (For  
example, t he  Fore ign Ass is tance and Related Programs App rop r i a t i ons  Act ,  
1979 requ i r es  t h a t  loans t o  coun t r ies  whose annual per c a p i t a  gross n a t i o n a l  
product  i s  g rea te r  than  $550 bu t  l ess  than $900 be repayable  w i t h i n  25 years  
from t h e  da te  o f  f i r s t  disbursement, and loans t o  c o u n t r i e s  whose annual pe r  
c a p i t a  gross na t iona l  product  i s  g rea te r  than $900 be repayable  w i t h i n  20 
years from the  da te  o f  f i r s t  disbursement.) D r a f t i n g  o f f i c e s  should be 
care fu l  t o  consu l t  w i t h  t he  respons ib le  o f f i c e s  i n  PPC and t h e  Geographic 
Bureau t o  assure t h e  a u t h o r i z a t i o n  conta ins t h e  c o r r e c t  l oan  terms. 

TRANS. MEMO NO. EFFECTIVE DATE PAGE NO. 

3:51 September 4 ,  1984 5D- 3 

2/ For s o u r c e / o r i g i n / n a t i o n a l i t y  p rov is ion ,  i n s e r t  " i n  t he  Un i ted  S ta tes"  o r  - 
t h e  re ference t o  Code 941 as appropr ia te ;  see p o l i c y  a t  HB 1, Sup B, 5Alc.  
I n s e r t  "Cooperat ing Country" i f  l o c a l  costs a re  t o  be f inanced ( f o r  p r o j e c t s  
i n  Cent ra l  America, s u b s t i t u t e  "Cent ra l  American Common Market"  f o r  
"Cooperat ing Count ry" ) .  

3/ For Code 000 grants  o r  loans, i n s e r t  "The Un i ted  States. "  For Code 941 - 
grants  o r  loans, i n s e r t  " t h e  Uni ted States,  o-theh count t ien in Code 9 4 1 ,  u ~ d  

L, t he  Cooperating Country."  



APPENDIX 5 E  

AID HANDBOOK 3 

DRAFT AUTHORIZATION AMENWENT 

Name of Country/Entl ty: Name o f  Project: 

TRANS.  M E M O  NO.  

3:44 

Number o f  Project : 

E F F E C T I V E  D A T E  

September 30,  1982 

Nmber o f  Loan: 

1. Pursuant t o  Section of the Forei n  Assistance Act o f  1961 , 
as amended, the (pro ject )  f o  r Cooperating Country) 
was authorized on , 19-. That author izat ion i s  hereby amended 
as fol lows: 

[ Ident i fy  changes i n  the authori t a t  i on] 

2. The author izat ion c i t e d  above remains i n  force except as hereby 
amended. 

C l  earances : A. 
B. 
C. 

Signature 

Typed Name o f  Author iz ing O f f i c e r  

Off ice Symbol 

Note: With i n c r w e n t a l l y  funded loans, i t  i s  sometimes necessary t o  change 
the loan t e n s  i n  midstream so that  subsequent increments carry a d i f f e r e n t  
in te res t  r a t e  o r  d i f f e ren t  repayment perlod than was i n i t f a l l y  authorized 
f o r  the loan as a whole. Such a change requires an amended author izat ion. 
An example of language which has been found su i tab le  t o  do t h i s  fol lows ; 
t h i s  example changes the loan t e r n  t o  A I D ' S  standard ones. The language 
must be adjusted t o  f i t  the case a t  hand. 



"me Rural Roads Project I1 authorization, dated March 24, 1978, 
which authorized a Loan of $7,000,000 and approved the additional 
lending of $1 7,000,000, is amended t o  add to  paragraph 'A.  I n t e re s t  
Rate and Term of Repayment' the  following: 
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'Provided, t ha t  funds o ther  than the f l r s t  increment of 
$7,000,000 shall  be repaid t o  A.I.D. i n  U.S. Dollars 
within 40 years f l o m  the date of the f l r s t  disbursement 
of such other  funds, including a grace period of not 
more than 10 years. The Cooperati ng Country shall  pay to  
A.I.D., i n  U.S. Dollars, In te res t  from the date of f I n t  
disbursement of such funds a t  the r a t e  of (a)  2% per annum 
during the  f i r s t  10 years and ( b )  3% per annun thereaf ter  on the 
balance of such other funds and on any due and unpaid 
In teres t  accrued thereon. ' 

EFFECTIVE DATE 

September 30, 1982 
TRANS. MEMO NO. 
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CHAPTER 6 

THE PROJECT AGREEMENT 



C H A P T E R  6 

G 

T H E  P R O J E C T  A G R E E M E . N T  
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6A. Introduction 

1. This chapter presents guidance for preparation of the Project 
Agreement which obligates assistance for an activity, whether it is loan 
or grant financed. This guidance is not applicable to grants to private 
voluntary organizations for which HB 13 is the applicable reference. 

TRANS.  M E M O  NO. 

3 :43 

2. The provisions appropriate for a given Project Agreement vary, 
based on factors such as, whether the assistance is lent or granted. 
Accordingly, alternate model formats are included. Despite the necessary 
variances, the formats have common provisions for all purposes where this 
is feasible. 

3. Appendixes to this chapter are: 

EFFECTIVE D A T E  

September 30, 1982 

-- Appendix 6A-1: Project Lain Agreement 
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-- Appendix 6A-2: Project Grant Agreement 

-- Appndix 6A-3: "Dual-Fundedn Imn and Grant Project 
Agreement, for use where both loan and grant 
funds are provided for a project in the same 
instrument. 

-- Appendix 6A-4: Grant Project Agreement (short-form) e.g., 
covering only participant training or small 
and simple projects. 

-- Appendix 6B: Guidance Notes for Preparing Model 
Project/Loan and Grant Agreements. 

--.Appendix 6C: Guidance Notes for Preparing Standard 
Provisions Annexes 

-- Appendix 6C-1: Guidance for Preparing Amplified Project 
Descriptions 

-- Appendix 6D: Additional Guidance Notes for Preparing 
Combined Imn and Grant Project Agreement 



-- Appendix 66: Guidance on Meeting the  Case-Zablocki Ac t  

-- Appendix 6H: P r o j e c t  Agreement Amendment Fonnat 

Page No. 
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6B. Funct ions o f  Agreement 

Trans. Memo. No. 

3: 58 

Effective Date 

Dec. 7, 1987 

1. The P r o j e c t  Agreement (PROAG) i s  a document, normal ly  b i l a t e r a l  b u t  
sanetimes executed by more than two pa r t i es ,  which prov ides a w r i t t e n  
understanding between o r  among the  p a r t i e s  as t o  the  r e s p o n s i b i l i t i e s  
f o r  and t i m i n g  of ac t i ons  w i t h  respect  t o  a g iven p r o j e c t .  The 
Agreement represents the  r e s u l t s  of the  p lanning and approval processes, 
p rev ious ly  discussed; es tab l i shes  the  framework o f  r u l e s  f o r  
implementation; and permi ts  t h e  formal s t a r t  of implementat ion o f  the  
pro jec t .  It r e f l e c t s  t h e  c m i t m e n t s  agreed upon by t h e  p a r t i e s  t o  
f u l f  11 1 the  s t a t e d  goal , purpose ( s  ) and method01 ogies o f  the p r o j e c t .  

A ID  HANDBOOK 3 

2. The PROAG obl  i g a t e s  the  Un i ted  States ( w i t h i n  t h e  meaning o f  
Sect ion 131 1 o f  t he  Supplemental App rop r ia t i on  Act,  1955) t o  f u r n i s h  up 
t o  a s p e c i f i e d  m o u n t  o f  ass is tance and c l e a r l y  se ts  f o r t h  t h e  terms and 
cond i t i ons  under which such assis tance i s  t o  be fu rn ished,  i n c l u d i n g  
undertakings o r  covenants made by t h e  r e c i p i e n t  count ry  i n  respec t  t o  
t he  p ro jec t .  The PROAG s h a l l  p rov ide  t h a t  U.S. funds be exchanged fo r  
l o c a l  currency a t  t he  h i g h e s t  r a t e  per  U.S. d o l l a r  which a t  t h e  t ime of 
t he  t ransac t i on  i s  n o t  un lawfu l  i n  t he  r e c i p i e n t  country .  The A.I.D. 
p o l i c y  governing t h e  app rop r ia te  exchange r a t e  a t  which A.I.D. o r  i t s  
agent exchange do1 1 ars  f o r  1 ocal  currency under development assistance, 
econanic support  and ope ra t i ng  expense funds i s  l o c a t e d  i n  Handbook 1, 
Exchange Rate Pol i c y .  * 
3 .  The PROAG presents a meaningful ,  i n fo rma t i ve  summary o f  the t o t a l  
p r o j e c t  agreed upon between t h e  p a r t i e s ,  and serves as a guide t o  i t s  
implementation. T h i s  Agreement i n d i c a t e s  what i s  t o  be accomplished by 
t h e  t ime the  p r o j e c t  i s  completed; what the  end-o f -p ro jec t  s t a t u s  ought 
t o  be and what outputs a re  t o  be achieved. These aspects o f  the  
Agreement a re  impor tan t  t o  t h e  mon i to r i ng  and e v a l u a t i o n  o f  the  p ro jec t .  

6C. Use o f  Agreement 

1. Normally, t h e  PROAG i s  b i l a t e r a l  -- between two p a r t i e s :  t h e  U.S. 
Goverrment, represented by A.I.D., and the  r e c i p i e n t  country  ( o r  
Borrower/Grantee - B/G). However, a P r o j e c t  Loan o r  Grant  PROAG can 
a lso  be used, f o r  instance,  w i t h  necessary m o d i f i c a t i o n ,  f o r  reg iona l  
p r o j e c t s  w i t h  two o r  more r e c i p i e n t  count r ies ,  f o r  mu1 t i 1  a t e r a l  p r o j e c t s  
w i t h  two o r  more donors, o r  f o r  p r o j e c t s  i nvol v i  ng r e g i  onal o r  
i n t e r n a t i o n a l  o rgan iza t ions .  Whether a Grant PROAG (shor t - fo rm)  coul d 
be so used would depend on how much m o d i f i c a t i o n  o f  i t s  l e s s  f l e x i b l e  
format would be needed. The Miss ion  should c o n s u l t  w i t h  GC o r  t h e  RLA 
i n  t h e  f i e l d  i n  cases where i t  i s  unce r ta in  whether use of t he  PROAG 
( shor t - form) woul d be appropr i  ate. 

* R e v i s e d  



2. Except as indicated below, the appropriate format of the model 
P m G  is to be used for all loan and grant projects. bwver, if 
circumstances dictate a clear need, another format maybe approved by the 
implementing Wlreau. Fbr example : 

AIDHANDBOOK 3 

a. Specialized activities, including those covered else*ere in 
the Ihndbooks my, and in some cases must, use other formats. -1es 
are: (1) grants uder Sec. 214 of the Fbreign Assistance Act of 1961, as 
amended (FAA), administeredby the Office of American Schools and 
Ibspitals &road; (2) musing Guaranty projects discussed in Handbook 7 - 
musinq manties; (3) grants not involving foreign governments as 
signatories, such as certain grants administered by the Bureau for 
Science and Tkhnology; (4) Operational Program Grants and other grants 
included within the scope of Ihndbook 13 - Wants, and; (5) grants to 
multi-natimal organizations. 

b. ?he formats -- or at least sane of the provisions -- shown 
in Appendices 6A-2, 624-3, and 6 A 4  need to be adjusted in the case of 
grant capital projects funded under FAA Secs. 103-106, since FAA Sec. 
110 (b ) provides that no grant assistance is to be disbursed over more 
than 36 months without further justification, etc. Fbr grant capital 
projects, therefore, special adjustments may have to be made in project 
design to acammdate the requirements of this section of the FAA. 
Section 110(b) does not apply with respect to grants to relatively least 
develcped countries. 

1 TRANS. MEMO NO. 
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c. Were the project includes assistance provided through 
Intermediate Credit Institutions (1~1s) the formats shown in Appendix 6A 
muld need significant revision to reflect appropriately the ICI 
relationships. ?he relatively complex features of Pgreements for 
assistance provided through ICIs muld normally require consultation with 
GC or the KTA. 

Li d. Apart from the above cases here a revised format different 
from those in Appendices 6A-l throu* 6A is used, changes or variations 
from formats of the &el PRaA(;s may be made, &ere necessary, in 
accordance with 6E below. 

EFFECTIVE D A T E  

September 30, 1982 

6D. aDntent of Agreement 

PAGE NO. 
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Ihe model PHXG formats are presented in m n d i x  6A: guidance on 
their use is provided in Appendices 6B through 6E. 

1. The PlWG should be as brief as is consistent with fulfilLing the 
primary functions outlined in 6B above. It should observe the 
distinction between items included as matters of substantive agreement, 

t commitment or obligation, as distinct from items included as matters of 
gen=ral guidance, explanat ion, or in£ ormat ion. 



- 

PAGE NO. EFFECTIVE DATE TRANS. MEMO NO. 

6 -4  September 30, 1982 3:43 AID HANDBOOK 3 

2. Therefore, the PROAG should clearly set forth firm comitments or 
limitations, which must be complied with unless or until the agreement is 

terminated. However, it should also provide adequate 
with respect to the details of the project. The text should 

as to require frequent amendments of the Agreement. 
I r 

3. h e  PROAG should stand by itself (including annexes which form a 
part of it, such as the standard provisions annex, detailed description 
and any other documents to be incorporated by reference into the 
Agreement). It is not permissible to incorporate the Project Paper into 
the Agreement, as by reciting "as more fully described in the Project 
Paperw since, among other reasons, this will impose on any reader of the 
Agreement the need to review all of the PP to ascertain the effect of the 
Agreement. 

4. For projects authorized on the basis of incremental funding by 
AID, the initial PROAG may describe the whole planned course of the 
project. However, care must be taken in describing the plans for the 
project to avoid the comitment of future year funds, unless such 
commitment is approved pursuant to the procedures described in this 
Handbook. (See midance Notes, Appendix 6BI at Grant Sec. 2.2 and 
Handbook 2, Chapter 5, Commitments of Foreign Economic Assistance.) The 
completion of joint planning documents is not prohibited by that 
guidance, provided it is made clear that a U.S. commitment to provide 
future year funds is not made. A clear implication of continued U.S. 
support which can reasonably be interpreted as a promise is regarded as a 
commitment. See Appendix 6B of this chapter for further details. 
Additional increments should be added by amending the financing sections 
of the Agreement (and to make any other necesary changes; e.g., in the 
financial plan); normally it should not be necessary to re-execute the 
whole Asreement . - 

5. Accordingly, the typical PROAG should state what is being 
furnished, by whom, for what, and subject to what restrictions. If on a 
loan basis, repayment terms are also specified. Thus the Agreement will 
contain : 

a. AID'S undertaking to provide financing for a specified 
purpose; i.e., to assist the B/G's execution of the project. Specific 
amounts or percentages of financing undertaken to be provided by the 
other party (or parties) to the Agreement should also be stated. 
(However, the recipient country's contribution is normally not limited to 
an amount stated, but instead includes the commitment to provide any 
other funds or resources needed for the project). 

b. A description of the project for which the financing is 
provided. ?he Agreement's project description is based on and must be 



consistent with the summary description of the project in the 
authorization; the authorization's description having in turn been based 
on, and been consistent with, that in the Project Paper. Refinement of 
the description during the drafting and negotiation of the PROAG is 
permitted, but substantive changes in the description, from that 
contained in the authorization, would need approval of an authorizing 
official. Because of the importance and amount of the information 
encompassed on the project description (e.g., including more detailed 
financial plans or budgets, the time phasing of inputs, achievement of 
targets, standards for evaluation, or other programming data), the 
description is divided into two parts.* A succinct, generalized 
description in the body of the Agreement, with a more detailed 
description attached as an annex, i.e., the Amplified Project 
Description. The initial description should be drafted so that a need to 
formally amend it should be unlikely, whereas provision is made to permit 
minor changes in the more detailed description by means of other formal 
exchanges, e.g., countersigned Project Implementation Letters. This 
division has the additional advantage that the detailed description can 
more readily contain matters of general guidance, information and 
explanation, as well as items such as achievement targets, or future 
plans, which are part of the shared expectations of the parties, but may 
not constitute formal corrunitments. Portions of the project on a Fixed 
Amount Reimbursement basis should be identified in the amplified project 
description or initial project implementation letter. Additionally, if 
known at the time of drafting, the description may discuss the evaluation 
program for the project, 

AID HANDBOOK 3 

The Grant PROAG (short-form) will normally not contain as much detail 
as the longer formats. 

c. The establishment of an evaluation program is provided for 
in the PROAG. Specifically, a special covenant (Section 5.1 of the model 
loan agreement at Appexdix 6A-1, Sec. 4.1 of the grant agreement at 
Appendix 6A-2) covers establishment of such a program and delineates the 
elements to be covered. As noted in Appendix 6BI if those particular 
elements cannot by then be agreed upon, submission of an acceptable 
evaluation program will normally be a condition precedent to 
disbursement. (See further discussions in Ouidance Notes, Appendices 6B 
through 6D.) 

1 
TRANS. MEMO NO. EFFECTIVE DATE 
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The Grant PROAG (short-form) will handle evaluation under its 
"Special Provisionsn; a standard provision is not included. 

PAGE NO. 
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*See Appendix 6 B for detailed guidance. 



d. If appropriate, the Agreement should contain conditions 
precedent to disbursement of U.S. funds. These are less likely to be 
found necessary in the Grant PROAG (short-form) than in the Grant PROAG 
and the Project Lmn Agreement. ODnditions precedent can be substantive 
actions (as opposed to financial steps) the recipient must take; 
financial steps such as budget allocations; specific organizational 
steps; logistic arrangements; administrative arrangements (such as legal 
opinions, etc.); or other. In general, conditions precedent should be 
limited to those without which the project should not go forward. 
Conditions precedent called for by the authorization will, of course, be 
covered verbatim or in substance in the Agreement. Other conditions 
which were outlined in the project paper, but not included in the 
authorization, shall be included in the Agreement in final form(s) as 
negotiated with the B/G. 
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e. The Agreement will normally contain covenants, i.e., formal 
undertakings by the recipient. These may be general in nature, or may be 
particularly framed for the project . Oovenants called for by the 
authorization will, of course, be covered verbatim or in substance in the 
Agreement. Other covenants which were outlined in the project paper, but 
not included in the authorization, shall be included in Agreement in 
final form(s) as negotiated with the B/G. An undertaking to aim for 
specific targets, as objectively verifiable means to determine 
achievement, may be a covenant (but normally should be part of the 
Amplified Project Description, Annex 1 to the Agreement). If such 
achievement-oriented targets are stated as covenants, the Agreement 
should make clear that such targets are aims, not the kind of promises 
(like promises to make a specified input) which can result in default 
under the Agreement if not fulfilled. 

AID HANDBOOK 3 

The Grant PROAG (short-form), which contains in its Standard 
Provisions annex a number of general covenants, may or may not require 
additional more specific covenants in its special Provisions section. 

f. An AID official should be sure that the Agreement, whether 
loan or grant, will be signed by officials formally authorized to do so 
and by such signature(s) to commit the host government to the 
undertakings contained in the Agreement. A host government legal opinion 
confirming such signature authority is routinely required as a condition 
precedent to disbursement or effectiveness of the Project Loan Agreement 
and may, if deemed necessary by the authorizing official be required as a 
similar condition precedent in a Grant PROAG. 

g. Provisions of the Agreement are to cover applicable 
statutory and regulatory requirements; e.g., AID procurement policies and 
procedures, record keeping requirements, audit and inspection 
requirements. Such provisions also cover disbursement mechanics, as well 
as remedies, such as refund rights or default and termination provisions. 



h. Project agreements contain time controls based on a Project 
Fssistance Completion Date (PACD), including a period for requesting 
disbursements. In addition, if applicable, there are to be terminal 
dates for meeting conditions precedent. Intermediate time controls 
(e.g.? such as a terminal date for requesting Utters of Commitment) may 
be adopted, if necessary, in particular projects or for particular items. 
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(1) The PACD is defined as the date, agreed upon by the 
parties in the PROAG, by which the parties estimate that all AID-financed 
project assistance will be complete. This will normally mean the date by 
which all AID financed services will have been performed and all goods 
furnished. As between the parties to the Agreement, goods will normally 
be considered to have been "furnished" when they have been put in place 
in the cooperating country as contemplated by the PROAG. However, the 
parties may in the PROAG or Project Inplementation Letter define 
differently when goods have been considered furnished for purpose of the 
project. Other information, and certain exceptions to this sumnary 
definition, e.g., work which may be performed under a warranty period, 
are addressed in the Guidance Notes at Appendix 6BI under Sec. 3.3. It 
should be noted that the PACD defines the length of AID'S official 
involvement in financing inputs for the project. It does not mean that 
AID'S responsibilities or activities are completed, e.g., monitoring, nor 
does it have any implications regarding cooperating country actions or 
responsibilities to complete the project and see that it generates the 
benefits intended. 

(2) m e  purpose of a terminal date such as the PACD is to 
motivate the parties to complete the project as effectively and 
expeditiously as possible. By the terminal date, work under all 
contracts, or all work for which reirbursement will be sought, should 
have been performed so that only financial actions by the B/G or the 
contractor -- such as submitting requests for reimbursement, vouchers or 
other billings -- will remain (as will the actions of the banks or of AID 
in making payments). 
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( 3 )  The PACD has several functions: 

(a) It declares the point in time by which the AID 
assistance ought to be complete, in the sense of the transfer of skills 
and resources made. (Note that the B/G may have a longer definition of 
the project in terms of its own endeavors: for instance its plans may 
contemplate a longer-continued span of inputs, not to exclude continued 
operation of the activity.) 

EFFECTIVE DATE 

(b) ?he PACD provides a positive (but not automatic) 
reference point for concluding the AID assistance, by stating that, 
except as it may agree, AID will not issue or approve documentation which 
would authorize disbursement for services performed or goods furnished 
after the PACD. 

PAGE NO. 



(c) ?bus, AID may decline to issue or amend 
contracts, letters of commitment or of credit, or other project 
doamentation, if to do so wuld permit post-PACD performance or 
furnishing. Also, &ere the financing is on a reimbursement basis, AID 
may decline to approve a request for reiWursement for post-PACD 
performance or furnishing. (This limitation should have been 
established, of ccurse, in the docmentation approving the time for 
reinibursement financing.) Ibwever, since it may happen that in the final 
months of a nearly completed project, AID may not desire to exercise this 
cutoff, the Agreement's provision does not flatly require cutoff (or 
amendment of the date &ether prior to or after the date's arrival); it 
merely gives AID the option to decline financing beyond this point. 
Automatic triggering does not occur; instead, a judgment must be made by 
AID, based on the situations of the project and the parties, and based on 
internal AID guidance on what time delays in a project can be approved at 
what level. 

(4) ?he PKD provision in the Agreement also contains 
&at is in effect a terminal date for requesting disbursements, stated in 
the model formats as nine months following the PACD. Beyond this time, 
or its execution, AID may decline to accept requests for disbursement, 
and may initiate deligation procedures, and deligate. bwever, 
passage of the period does not automatically effect decbligtion, in 
either the loan or grant case. Such deligation is a positive 
management decision, enbodied in the written notice to B/G mentioned in 
the Standard Provisions Annex, Section 3.3(c) of Project Loan and Grant 
PRoAGs . 
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(The same analysis with respect to deobligation is 
valid for conditions precedent: the purpose of conditions precedent is to 
spur the parties to specified actions by specified dates. Ehilure to 
meet the dates will give AID the option to terminate, but will not 
automatically effect termination and decbligation, in either the loan or 
grant case. Tkrmination is a positive management decision, a i e d  in 
the written notice to B/G as described in the PRIQAG, Section 5.4(b).) 
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6E. Changes from Model Pgreement Fbrmats 

EFFECTIVE DATE 

September 30, 1982 

1. Changes or variations from the content of the model formats in 
Z4ppendix 6Amaybe found necessary for a particular project or country. 

2. Fbr sane matters, the guidance notes at Appendix 6B expressly 
contemplate that modification of the model formats of w i x  6A may be 
required. The model formats themselves also indicate, from place to 
place, by the use of square brackets, that a drafting decision is 
necessary. 



t AIU HANULIUUK 5 .--. 
3:43 ( S e p t e m h ~ r  In. 1 sR7 1 6 - 9  1 

3. For matters as to which the guidance does not explicitly indicate 
that options or changes may be adopted, exception from those model 
formats may be authorized by the responsible Assistant Administrator, in 
consultation with Agency legal staff. Whenever a significant exception 
is made, the pertinent office assures that the appropriate file or files 
contain a written record, in copies of telegrams or otherwise, which 
reflects the basis for the exception. In addition, because of the 
annex's greater content of statutory and regulatory material, no changes 
in a standard provision annex are to be made without the clearance of 
Agency legal staff. Pgart from this, and from other customary 
procedures, post-agreement review by interested offices is the norm. 

4. Use of the standard provisions annex is intended to conserve time 
and to aid staff - of each party -- in successive projects, by 
consolidating provisions which are more likely to be uniform from project 
to project. 

a. In the case of the formats at Appendices 6A-1, 6A-2, and 
6A-3, if changes in this annex are approved, they should be made in the 
annex, rather than by "changes" clause in the main text. If for local 
reasons it is felt necessary to place the standard provisions in the main 
text (in effect putting the signature block following this annex) the 
legal advisor may so draft the Agreement. 

b. By contrast, in the case of the Grant PROAG (short-form) at 
Appendix 6A-4, if changes in its annex are found unavoidable and are 
approved, they must be made in the "special provisions" portion of the 
text, overruling the annex, since the annex is a printed form. 

i 
i 6F. Execution of Bilateral Project Agreements 
! 

1. General conditions 

As mentioned in Chapter 5 of this Handbook, significant features 
of the W A G ,  including proposed terms and conditions, should be 
discussed with all relevant project parties during the period between the 
PID and PP. Agency legal staff will be responsible for the final 
drafting (and where necessary the entire drafting process) of project 
agreements for all loans and for grant-financed projects that are more 
complex than normal. Factors which should be considered in determining 
whether a grant project is "more complex" include: its dollar value and, 
financing mechanisms; whether there are more than two parties to the 
Agreement or to the project; the extent of special covenants and 
conditions; whether the AID-financed inputs are diverse and more complex; 
whether the project is unique or the first of its kind; etc. The Mission 
or authorized AID office may enter into formal negotiations on a PROAG 
based upon the appropriate model found in Appendix 6A, and the 
authorizations are described in Chapter 5 of this Handbook. 



Project Negotiations 

> 

Tb a large extent, the substance of the project will be negotiated with 
the B/G prior to submission of the Project Paper for final review and 
authorization. These negotiations are undertaken not only with the B/G 
ministry which will execute the Agreement, but also with appropriate B/G 
operational ministries which will have project responsibilities. Such 
negotiations will normally cover: 

-- Project description; 
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- Implementation approach and schedule(s); 
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-- Responsibilities of donors and participants; 

EFFECTIVE DATE 

September 30, 1982 

-- Scope and timing of physical/financial/human resources 
provided ; 

-- Procurement methods and schedules; 

- Structure and methods of implementing agencies; 

-- Conditions and covenants; 

-- Special problems experienced in implementing 
projects in that country or sector (See section below on 
closing requirements and, in particular, the question of 
host country taxation); 

-- Project Evaluation. 

If changes in the substance of a project are required as part of the AID 
review/approval process, these changes will be discussed with the B/G during 
final negotiations. 

Since time is an important resource in development, Project Officers are 
responsible for seeing that projects are thoroughly and promptly negotiated 
with the B/G and all important elements and responsibilities covered between 
the parties. If an Agreement is properly developed and negotiated, chances 
are implementation will start sooner and proceed more smoothly. Tb improve 
B/G understanding of and compliance with terms and conditions in the 
Agreement, the draft Agreement, especially the manner in which implementation 
requirements are to be satisfied. 

Closing Requirements 

"Closing requirements" is a term taken from the field of finance and 
refers to actions to be completed at the formal closing of a financial 
transaction. The classic examples are in real estate or corporate finance 
where final, binding legal agreements are executed and money changes hands. 



The parallel to "closing" in an AID project is the signing of a P m  with the 
B/G. mletion of closing requirements usually entitles each party to 
imediate access to its element under the exchange/sale agreement, e.g., all 
monies are presented and documents signed and exchanged, rjhich results in a 
direct transfer of title to property or mnies and rights to the full use 
thereof. 

AID HANDBOOK 3 

Under most AID Agreements, access of the B/G to AID financial resources is 
delayed beyolad signing until certain conditions precedent to disbursement are 
satisfied. Satisfaction of these requirements usually takes several mnths 
and is accomplished by submission of certain B/G legal documents and/or 
implementation plans, etc. If such documentary requirements can be satisfied 
beforehand, or presented simultaneously with signing of the Agreement, then 
access to AU) funds can be accelerated and project momentum maximized. 

A I D  and the B/G should take full advantage of leverage provided by the 
signing of an Agreement to accelerate satisfaction of conditions precedent and 
the initiation of project implementation. In most countries and projects both 
parties can prepare documents and have them ready for presentation of 
execution simultaneously with the signing of the Agreement. 'Ihe specific 
actions or documents will vary with each project. Wwever, AID prepares or 
participates in the preparation of several typical documents and every effort 
should be made to complete them as "closing" documents for signature of the 
Agreement . 

TRANS. MEMO NO. 
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Project officers should wrk closely with B/G counterparts and, as 
appropriate, the following documents negotiated in draft and ready in final 
form for approval, issuance or execution at the same time the Agreement is 
signed : 

- Basic Project Implementation Letter; 

EFFECTIVE D A T E  

September 30, 1982 

-- Scope of work, or preferably, Request for 
Technical Proposals for technical services; 

. 
PAGE NO. 
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-- Tkdmical specifications and delivery schedules for 
cormnodities or, preferably, the ampleted Invitation(s) for 
Bid; 

-- Draft advertisement for Qmmerce Business Daily or other 
p&lications; 

-- B/G applications to A I D  for the opening of 
Letters of Qnunitment or other funding; 

-- As appropriate, B/G organization charter (s 1, 
inplementat ion arrangements, plans and detailed eedules . 



If the Agreement is viewed as the culmination of a negotiation process 
first begun during the project's design, then its signing should reflect also 
the mutual understanding and acceptance by the parties of all major elements 
of the project. Significant issues should not be left for resolution during 
the project's implementation. Signing an Pgreement without full ccannitment to 
project elements or responsibilities can result in lengthy project delays and 
increases in project costs. 

PAGE NO. 
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Project Resources. 'Ihe timely provision by the B/G of its 
contribution is very important to the success of the project. 

- - 

For example, the effectiveness of AID-financed technical 
assistance personnel will often depend, in part, on the 
adequate and timely lcgistic and housing support provided by the 
B/G. Again, it is the responsibility of the project officer to 
assure that, in fact, the B/G makes support available. 

EFFECTIVE DATE 

September 30, 19-82 

Project Administration. Very often the B/G has the 
responsibility of establishing or designating an office(r) or 
establishing some other mechanisms to direct or coordinate 
project activities. For many activities, such an office(r) or 
mechanism (e.g., interagency coordinating camittee) is critical 
to project success. Where appropriate, the project officer 
ensures that the B/G has taken or will take the necessary action 
to produce effective coordination. 

3 
-- %cation. The procedures under hich goods and services 

financedby AID will be provided on a duty-free or special tax 
treatment basis (*ereby AID doesn't finance identifiable taxes) 
should be determined prior to implementation. Lacking this, 
commdities may not clear through customs in a timely fashion. 
The project officer must be certain hen the Agreement is signed 
that procedures have been agreed to by all relevant ministries 
to provide for duty-free or special treatment, acceptable to all 
relevant ministries, in order to avoid unnecessary delays in 
implementat ion. 3 
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If these or other issues appear to the project officer as posing 
significant potential for implementation delays, these problem areas must, 
where feasible, be negotiated and agreed toby the parties prior to signing 
the Agreement to avoid later misunderstanding concerning the responsibilities 
of each. Resolution of these issues may be reflected in the initial project 
implementation letter. The leverage afforded by the signing of the Pgreement 
should not be lost. If any important issue has not been resolved to the 
satisfaction of all parties concerned, the responsible office should consider 
postponing the execution of the Agreement. 
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Pdditionally, in its negotiations with the B/G, the responsible officer 
may wish to ask the B/G to be prepared to submit, at the signing of the 
Agreement, documentation required to satisfy the initial conditions 
precedent. 



For example, under current practices, a project may be delayed up to 90 days 
after execution of the Pgreement bhile the B/G prepares a legal opinion and a 
statement of authorized representatives. Where possible these documents can 
be prepared for AID approval at the same time the Agreement is executed. 
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2 .  Signing Authority 

Normally, PRWGs are executed in the field pursuant to authority 
delegated to the Mission Director or U.S. Anbassador; often, authority to 
negotiate and to sign are given together. Such delegations of authority may 
be existing, or m y  be made by apprapriate AIDD officials only in connection 
with a given project. It is important to note that in the absence of an ad 
hoc delegation of authority, anbassadors are not normally authorized to sign 
AID PmGs .  Procedural Caution: Because authorization of projects and 
allotment of funds are separate actions, the responsible AID official must be 
certain that an allotment of funds has been made for the project prior to the 
signature of the project agreement. (Qnsult lbqional Bureau and Qntroller 
procedures for making allotments. ) 

TRANS. MEMO NO. 
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6G. Pciblicity Regardinq Authorization of M i n q  

It is AID policy to publicize assistance to countries and groups 
whenever appropriate. Ekblic notice can take place either at the time of 
authorization of assistance or &en the PIiaAG is signed. Chidance on public 
announcements is found in Appendix 6F of this mpter. 

EFFECTIVE DATE 

September 30, 1982 

6H. Distribution of Bilateral Project Pqreements 
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1. Signed PrJreements 

One signed and dated copy of the P m  is given to each B/G and to 
each other party, if any, to the Pgreement. h e  signed and dated copy of each 
Project Lmn3!greementI and of any Grant PRVS under khich disbursements are 
to be effected by AIDD, is forwarded by the Mission to AIDD, immediately 
following execution, for the official files of M/FM/LD and M/FM/BFD for loan 
and grant agreements. 

Ihe Mission distributes conformed copies or photostat mpies of the 
signed agreement to the B/G and to Eaegional Bureau. The Eaegional Bureau 
distributes conformed copies appropriately within ADD, including the Office 
of Development Information and Utilization (S&T/DIU) . 

3. Case-Zablocki Act Compliance 

T m  certified mpies of certain international agreements must be 
formrded to the Office of the General Cbunsel (GC), AIDD, pursuant to the 
instructions in Appendix 6G of this Chapter. 
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OFP~CTIVE DATE 

A. I, D. Loan Number 

P r o j e c t  Number 
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PROJECT 

LOAN AGREEMENT 

BETMEEN 

(Name o f  Country) 

and the  

UNITED STATES OF AMERICA 

f o r  

(Name o f  P r o j e c t )  

Dated : 

r 

(Note: Loans have a separate loan number - a l though grants have o n l y  a 
p r o j e c t  number - fo r  t echn ica l  reasons which i nc lude  the need t o  i d e n t i f y  
r e a d i l y  repayments under a g iven loan,  and t o  t r a c k  the  subsequent h i s t o r y  

I of t he  loan over  a pe r iod  up t o  40 years.  

Se>te;;lbcr 30, 1982 AID HANDBOOK 3 ,  App 6A- 1 
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Dated , 19, 
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Be tween 
1 / 

[ I n s e r t  name o f  country]  ("Borroweru)- 

And 

The Un i ted  States o f  America, a c t i n g  through t h e  
Agency f o r  I n t e r n a t i o n a l  Devel opment ("A. I. b. " ) . 

A r t i c l e  1  : The Agreement, 

The purpose o f  t h i s  Agreement i s  t o  s e t  o u t  t h e  understandings o f  t h e  
p a r t i e s  named above ( " P a r t i e s " )  w i t h  respect  t o  t h e  under tak ing  by the  
Borrower of the  P r o j e c t  descr ibed below, and w i t h  respect  t o  t h e  f i n a n c i n g  
of the  P r o j e c t  by the  P a r t i e s .  

t 
A r t i c l e  2:  The P r o j e c t  

SECTION 2.1. D e f i n i  . The Pro jec t ,  which i s  f u r t h e r  
desc r i  bed i n  Annex 1 , w i  . Annex 1, 
attached, amp1 i f i e s  t h e  above d e f i n i t i o n  o f  t he  P ro jec t .  

W i th in  t h e  l i m i t s  o f  the  above d e f i n i t i o n  o f  t h e  P ro jec t ,  elements 
o f  the a m p l i f i e d  d e s c r i p t i o n  s t a t e d  i n  Annex 1  may be changed by w r i t t e n  
agreement o f  the  author ized representa t ives  of t h e  P a r t i e s  named i n  
Sect ion 9.3, w i thou t  formal amendment o f  t h i s  Agreement. 

A r t i c l e  3: F inancing 

SECTION 3.1. The Loan. To a s s i s t  t he  Borrower t o  meet t h e  cos ts  o f  
c a r r y i n g  o u t  the  P ro jec t ,  A. I .D. ,  [ I n  fur therance of t he  A l l i a n c e  f o r  
Progress and] pursuant t o  t h e  Foreign Assistance Act  of 1961 , as amended, 
asrees t o  lend the  Borrower under the  terms of t h i s  Asreement n o t  t o  - - 
exceed Un i ted  States ("U.S.") d o l l a r s  ($ ) ("Loan"). 
The aggregate amount o f  disbursements under the Loan i s  r e f e r r e d  t o  as 
"P r inc ipa l  ." 

e 1/ The phrase "Cooperating Country'' may be used i n  l i e u  of - 
11   or rower" throughout the Agreement. 



A r t i c l e  3 : F inanc ing  (Continued) 

i 

[ I n  p repar ing  Agreement, s e l e c t  # I ,  #2, o r  #3 f o l l o w i n g  as app l i cab le ]  : 

[ # l :  The Loan may be used o n l y  t o  f inance f o r e i g n  exchange cos ts ,  as 
def ined i n  Sect ion 7.1, o f  goods and serv ices  requ i red  f o r  t he  P ro jec t . ]  

AID HANDBOOK 3 A,.,,, 6 ~ - 1  
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[#2: The Loan may be used t o  f inance f o r e i g n  exchange costs,  as de f i ned  
i n  Sect ion 7.1, and l o c a l  currency costs,  as de f i ned  i n  Sect ion 7.2, o f  goods 
and serv ices  requ i red  f o r  t he  P ro jec t . ]  

TRANS. MEMO NO. 
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[#3: The Loan may be used t o  f inance f o r e i g n  exchange cos ts ,  as def ined 
i n  Sect ion 7.1, and l o c a l  currency costs,  as de f i ned  i n  Sect ion 7.2, o f  goods 
and serv ices  requ i red  f o r  t h e  P ro jec t ,  except t h a t ,  unless the p a r t i e s  o the r -  
wise agree i n  w r i t i n g ,  Local Currency Costs f inanced under the  Loan w i l l  n o t  
exceed t h e  equ iva len t  o f  U.S. D o l l a r s  ($ .I 

EFFECTIVE DATE 
September 30, 1982 

SECTION 3.2. Borrower Resources f o r  t h e  P r o j e c t .  (a )  The Borrower agrees 
t o  p rov ide  o r  cause t o  be prov ided t o r  t h e  P r o j e c t  a1 1 funds, i n  a d d i t i o n  t o  
t h e  Loan, and a1 1 o t h e r  resources requ i red  t o  c a r r y  o u t  the  P r o j e c t  e f f e c t i v e l y  
and i n  a t i m e l y  manner. 

(b) The resources prov ided by Borrower f o r  t h e  P r o j e c t  w i l l  be n o t  l e s s  
than ' the  equ iva len t  o f '  U .S. $ 

- 
, inc lud ing -cos ts  borne on an 

" i n -k ind "  basis .  

SECTION 3.3. P r o j e c t  Assistance Corr~pletion Date 

(a) The "P ro jec t  Assistance Completion Date" (PACD), which i s  , 
19  , o r  such o t h e r  date as t h e  P a r t i e s  may agree t o  i n  w r i t i n g ,  i s  t he  da te  
b y y h i c h  the  P a r t i e s  es t imate  t h a t  a l l  serv ices  f inanced under t h e  Loan w i l l  
have been performed and a l l  goods f inanced under the  Loan w i l l  have been 
furn ished f o r  t h e  P r o j e c t  as contemplated i n  t h i s  Agreement. 

(b )  Except as A.I.D. may otherwise agree i n  w r i t i n g ,  A.I.D. w i l l  n o t  
i ssue  o r  approve documentation which would au tho r i ze  disbursement of  t h e  Loan 
f o r  serv ices  pe r fomed  subsequent t o  t h e  PACD o r  f o r  goods furnished f o r  t h e  
P ro jec t ,  as contemplated i n  t h i s  Agreement, subsequent t o  t h e  PACD. 

( c )  Requests f o r  disbursement , accompanied by necessary suppor t ing  docu- 
mentat ion prescr ibed i n  P r o j e c t  Implementation Le t te rs ,  a re  t o  be rece i ved  by 
A.I.D. o r  any bank described i n  Sect ion 8.1 no l a t e r  than n i n e  (9)  months 
f o l l o w i n g  t h e  PACD, or  such o t h e r  p e r i o d  as A.I.D. agrees t o  i n  w r i t i n g .  
A f t e r  such per iod,  A.  I.D., g i v i n g  n o t i c e  i n  w r i t i n g  t o  t h e  Borrower, may a t  
any t ime o r  t imes reduce the  amount of t he  Loan by a1 1 o r  any p a r t  thereof  
f o r  which requests f o r  disbursement , accompanied by necessary suppor t i ng  docu- 
mentat i  on prescr ibed i n  P r o j e c t  Imp1 ementation L e t t e r s ,  were n o t  rece i ved  
before t h e  exp i  r a t i o n  of s a i d  per iod.  



Artic le  4: Loan Terms 
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SECTION 4.1. In t e r e s t .  The Borrower will pay to  A.I.D. i n t e r e s t  which 
w i  11 accrue a t  the r a t e  of two percent (2%) per annum f o r  ten (10) years 
following the date of the  f i r s t  disbursement hereunder and a t  the r a t e  of 
three percent (3%)  per annum thereaf te r  on the outstanding balance of 
Principal and on any due and unpaid in t e r e s t .  In te res t  on the  outstanding 
balance will accrue from the date (as defined i n  Section 8.5) of each 
respective disbursement , and w i  11 be payable semiannual 1 y. The f i r s t  pay- 
ment of i n t e r e s t  will be due and payable no l a t e r  than s i x  (6) months a f t e r  
the  f i r s t  disbursement hereunder, on a date t o  be specified by A .  I . D .  

SECTION 4.2. Repayment. The Borrower will  repay t o  A.I.D. the  Principal 
within fo r ty  (40) years from the date of the f i r s t  disbursement of the Loan 
in s i  xty-one (61 ) approximately equal semiannual installments of Principal 
and in t e r e s t .  The f i r s t  installment of Principal will  be payable nine and 
one-half (9-1/2) years a f t e r  the  date on which the f i r s t  i n t e r e s t  payment 
i s  due in  accordance with Section 4.1. A.I.D. will  provide the Borrower 
w i t h  an amortization schedule in accordance with t h i s  Section a f t e r  the 
f ina l  disbursement under the  Loan. 

TRANS. MEMO NO. 

SECTION 4 . 3 .  Application, Currency, and Place of Payment. All payments 
of i n t e r e s t  and Principal hereunder will  be made in  U .S .  Do1 l a r s  and will be 

3 :43 

applied f i r s t  t o  the payment of i n t e r e s t  due and then t o  the repayment of 
Principal.  Exc'ept as A.I.D. may otherwise specify in wri t ing,  payments will  
be made t o  the Controller,  Office of Financial Management, Agency f o r  Inter-  
national Development, Washington, D .C.  20523, U .S.A., and will be deemed 
made when received by the Office of Financial Management. 

EFFECT lVE OATE 

SECTION 4.4. Prepayment. Upon payment of a l l  i n t e r e s t  and any refunds 
then due, the Borrower may prepay, without penalty, a l l  o r  any par t  of the  
Principal. Unless A.  I.D. otherwise agrees in  writ ing,  any such prepayment 
will be applied t o  the installments of Principal i n  the  inverse order of 
t h e i r  maturity. 

PAGE NO. 
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SECTION 4.5. Renegotiation of Terms. ( a )  The Borrower and A. I.D. agree 
t o  negotiate,  a t  s u c h i t h e r  may request ,  an acceleration 
of the repayment of the Loan i n  the  event t h a t  there is any s ign i f ican t  
and continuing improvement in the internal and external economic and 
financial  position and prospects of [name of country], which enable the  
Borrower t o  repay the Loan on a shorter  schedule. 

6.4-1-7 

(b) Any request by e i t h e r  Party t o  the other t o  so negotiate will be 
made pursuant t o  Section 9.2, and will  give the nam and address of the 
person o r  persons who will  represent the  requesting Party i n  such 
negotl at ions . 

(c) Within t h i r t y  (30) days a f t e r  del ivery of a request t o  negotiate,  
the requested Party will  cormunicate t o  the other ,  pursuant t o  Section 9.2,  
the name and address of the  person o r  persons who will represent the 
requested Party in  such negotiations . 



A r t i c l e  4: Loan Terms (Continued) 

( d )  'The representa t ives  o f  the- Pa r t i es  w i l l  meet t o  c a r r y  on nego t i a t i ons  
no 1 a t e r  than t h i r t y  (30) days a f t e r  del i v e r y  o f  the  requested P a r t y ' s  com- 
municat ion under subsect ion ( c ) .  The nego t i a t i ons  w i l l  take p lace a t  a 
l o c a t i o n  mu tua l l y  agreed upon by t h e  representa t ives  o f  the  Par t ies ,  prov ided 
t h a t ,  i n  t h e  absence of mutual agreement, the  nego t i a t i ons  w i l l  take p lace a t  
the o f f i c e  o f  Borrower's [ t i t l e  o f  M i n i s t e r ]  i n  [name o f  country].  

AID HANDBOOK 5,  pbg 6 ~ - 1  
PAGE NO. 
6A-1-8 

SECTION 4.6. Terminat ion on F u l l  Payment. Upon payment i n  f u l l  o f  t he  
P r i n c i p a l  and any accrued i n t e r e s t ,  t h i s  Agreement and a l l  o b l i g a t i o n s  of the  
Borrower and A. I. D. under i t  w i l l  cease. 3 
A r t i c l e  5: Condit ions Precedent t o  Disbursement 

EFFECTIVE DATE 

;e?tcnbcr 33, 1982 

SECTION 5.1. F i r s t  Disbursement. P r i o r  t o  t h e  f i r s t  disbursement under 
the  Loan, o r  t o  .the issuance by A.I.D. o f  documentation pursuant t o  which 
disbursement w i l l  be made, t h e  Borrower w i l l  , except  as the Par t i es  may o ther -  
wise agree i n  w r i t i n g ,  f u r n i s h  t o  A. I .D .  i n  form and substance s a t i s f a c t o r y  
t o  A.I.D.: 

TRANS. MEMO NO. 
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(a)  An op in ion  o f  counsel acceptable t o  A . I .D .  t h a t  t h i s  Agreement has 
been d u l y  author ized and/or r a t i f i e d  by, and executed on beha l f  o f ,  t h e  
Borrower, and t h a t  i t  c o n s t i t u t e s  a v a l i d  and l e g a l l y  b ind ing  o b l i g a t i o n  of 
t he  Borrower i n  accordance w i t h  a l l  o f  i t s  terms; 

(b)  A statement of t he  name o f  the person ho ld ing  o r  a c t i n g  i n  t he  o f f i c e  
of t h e  Borrower s p e c i f i e d  i n  Sect ion  9.3, and o f  any a d d i t i o n a l  representa-  
t i v e s ,  together  w i t h  a specimen s ignature  o f  each person spec i f ied  i n  such 
statement; 

[ ( c )  An executed con t rac t  f o r  engineer ing o r  o the r  serv ices  f o r  t h e  
P r o j e c t  acceptzble t o  A . I .D .  w i t h  a f i r m  acceptable t o  A.1.D. ;] 

[ ( d )  Other cond i t ions  t o  be i nse r ted  as appropr ia te ;  e.g., i n c l u d i n g  
f i n a n c i a l  ob l  i g a t i o n s  o f  t he  Borrower.] 

SECTION 5.2. Add i t i ona l  Disbursement. P r i o r  t o  disbursement under the  
Loan, o r  t o  the  issuance by A.I.D. o f  documentation pursuant t o  which d i s -  
bursement w i l l  be made, f o r  any purpose o ther  than t o  f inance the  [serv ices ]  
re fe r red  t o  i n  Sect ion 5.1, t h e  Borrower w i l l ,  except as the  P a r t i e s  may 
otherwise agree i n  w r i t i n g ,  f u r n i s h  t o  A.I.D. i n  form and substance 
s a t i s f a c t o r y  t o  A.I.D.: 

- 
](a) I n v i t a t i o n s  f o r  b i d s  o r  r eques t s  f o r  ~ r o ~ o s a l s  f o r  procurement of cons t ruc t ion  

se=ces o r  p r o j e c t  commodities est imated t o  exceed $100,000, i nc lud ing  any l o c a l  
cu r ren ty  po r t ion ,  p r i o r  t o  t h e i r  issuance;  

/Tb) Contrac ts  f inanced under the loan i n  excess  of $100,000, i nc lud ing  any l o c a l  - 
currency por t ion ,  p r i o r  t o  t h e i r  execut ion  by the  Borrower. 

[ ( c )  The eva lua t ion  program re fe r red  t o  i n  Sect ion  6.1; 
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TRANS. MEMO NO. 
AID HANDBOOK 3, App 6A-1 3:51 

:(d) A d d i t i o n a l  c o n d i t i o n s  t o  be i n s e r t e d ,  as a p p r o p r i a t e ,  i n c l u d i n g ,  
e.g., p r o v i s i o n s  r e l a t i n g  t o :  

EFFECTIVE OAT€ PAGE NO. 
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[Procurement and i n s t a l  l a t i o n  o f  goods ; budgetary  approva l  s; management; 
o r g a n i z a t i o n ,  t r a i n i n g ;  maintenance, and o p e r a t i o n ;  o t h e r  1  egal  and 
a d m i n i s t r a t i v e  a c t i o n s ,  such as pe rm i t s ,  l i c e n s e s ,  p r i v i l e g e s ,  easements, 
e t c  . I  

SECTION 5.3. N o t i f i c a t i o n .  When A.I.D. has determined t h a t  t h e  c o n d i -  
t i o n s  precedent  s p e c i f i e d  i n  S e c t i o n  5.1 [and 5.21 have been met, i t  w i l l  
prompt1 y  n o t i  f y  t h e  Bor rower .  

SECTION 5.4. Terminal  Dates f o r  Cond i t i ons  Precedent.  

( a )  I f  a l l  o f  t h e  c o n d i t i o n s  s p e c i f i e d  i n  S e c t i o n  5.1 have n o t  been met 
w i t h i n  days f rom t h e  da te  o f  t h i s  Agreement, o r  such l a t e r  d a t e  as A.I.D. 
may agree t o  i n  w r i t i n g ,  A.I.D., a t  i t s  o p t i o n ,  may t e r m i n a t e  t h i s  Agreement 
by w r i t t e n  n o t i c e  t o  Borrower.  

( b )  If a l l  o f  t h e  c o n d i t i o n s  s p e c i f i e d  i n  Sec t i on  5.2 have n o t  been met 
w i t h i n  days f rom t h e  d a t e  o f  t h i s  Agreement, o r  such l a t e r  d a t e  as A.1 .D. 
may agree t o  i n  w r i t i n g ,  A.I.D., a t  i t s  o p t i o n ,  may cance l  t h e  then  u n d i s -  
bursed ba lance o f  t h e  Loan, t o  t h e  e x t e n t  n o t  i r r e v o c a b l y  commit ted t o  t h i r d  
p a r t i e s ,  and may t e r m i n a t e  t h i s  Agreement by w r i t t e n  n o t i c e  t o  t h e  Borrower.  
I n  t h e  even t  o f  such t e r m i n a t i o n ,  t h e  Borrower w i l l  r epay  immed ia te l y  t h e  
P r i n c i p a l  t hen  o u t s t a n d i n g  and any accrued i n t e r e s t ;  on r e c e i p t  o f  such 
payments i n  f u l l ,  t h i s  Agreement and a l l  o b l i g a t i o n s  o f  t h e  P a r t i e s  hereunder 
w i l l  t e r m i n a t e .  

A r t i c l e  6 :  Spec ia l  Covenants 

SECTION 6.1. P r o j e c t  E v a l u a t i o n .  The P a r t i e s  agree t o  e s t a b l i s h  an 
e v a l u a t i o n  program as p a r t  o f t h e o j e c t .  Except as t h e  P a r t i e s  o t h e r w i s e  
agree i n  w r i t i n g ,  t h e  program w i l l  i n c l u d e ,  d u r i n  t h e  imp lemen ta t i on  o f  t h e  
P r o j e c t  and a t  one o r  more p o i n t s  t h e r e a f t e r :  (a! e v a l u a t i o n  o f  p rog ress  
toward a t t a i n m e n t  o f  t h e  o b j e c t i v e s  o f  t h e  P r o j e c t ;  ( b )  i d e n t i f i c a t i o n  and 
e v a l u a t i o n  o f  problem areas o r  c o n s t r a i n t s  wh ich  may i n h i b i t  such a t t a i n m e n t ;  
( c )  assessment o f  how such i n f o r m a t i o n  may be used t o  h e l p  overcome such 
problems; and ( d )  e v a l u a t i o n ,  t o  t h e  degree f e a s i b l e ,  o f  t h e  o v e r a l l  deve lop-  
ment impact  o f  t h e  P r o j e c t .  

[o ther  s p e c i a l  covenants as a p p r o p r i a t e ]  

A r t i c l  e  7 : Procurement S ~ u r c e  

SECTION 7 .l. Fore ign Exchange Costs. Disbursements pu rsuan t  t o  Sec- 
t i o n  8.1 w i l l  be used e x c l u s i v e l y  t o  f i n a n c e  t h e  c o s t s  o f  goods and s e r v i c e s  
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A r t i c l e  7 :  Procurement Source (Cont inued)  

r e q u i r e d  f o r  t h e  p r o j e c t  h a v i n g  w i t h  r e s p e c t  t o  goods, t h e i r  source and o r i g i n  
and w i t h  r e s p e c t  t o  s e r v i c e s ,  t h e i r  n a t i o n a l i t y  i n  [ c o u n t r i e s  i n c l u d e d  i n  Code 
941 o f  t h e  AID Geographic Code Book as i n  e f f e c t  a t  t h e  t i m e  o r d e r s  a r e  p laced 
o r  c o n t r a c t s  en te red  i n t o  f o r  such goods and se rv i ces ]  [the U n i t e d  S t a t e s  (Code 
000 o f  t h e  AID Geographic Code Book as i n  e f f e c t  a t  t h e  t i m e  o r d e r s  a r e  p laced  
o r  c o n t r a c t s  en te red  i n t o  f o r  such goods o r  s e r v i c e s ) ]  ( " F o r e i g n  Exchange Cos ts " ) ,  
except  as AID may o t h e r w i s e  agree i n  w r i t i n g ,  and except  as p rov ided  i n  t h e  
P r o j e c t  Loan Standard P r o v i s i o n s  Annex, S e c t i o n  C . l ( b )  w i t h  r e s p e c t  t o  mar ine  
i nsu rance .  Ocean t r a n s p o r t a t i o n  c o s t s  w i l l  be f i n a n c e d  under t h e  l o a n  o n l y  on 
vesse ls  under f l a g  r e g i s t r y  o f  [ the  U n i t e d  s ta tes ]  [the c o o p e r a t i n g  c o u n t r y ,  the 
U ~ z i t e d  S - t a t e ~ ,  and u t h u  c o u n t r i e s  i n c l u d e d  i n  AID Geographic Code 9417, except  
as AID may o t h e r w i s e  agree i n  w r i t i n g  . 

[ s e c t i o n  7.2 Local  Currency Costs. Disbursements pursuant  t o  S e c t i o n  8.2 
w i l l  be used e x c l u s i v e l y  t o  f i n a n c e  t h e  c o s t s  o f  goods and s e r v i c e s  r e q u i r e d  f o r  
t h e  P r o j e c t  hav ing  t h e i r  source and, except  as AID may o t h e r w i s e  agree i n  w r i t i n g ,  
t h e i r  o r i g i n  i n  [name o f  coun t ry ]  p ~ o c a l  Currency cos ts" ) ] .  [TO t h e  e x t e n t  
p rov ided  under t h i s  Agreement, "Loca l  Currency Costs"  may a l s o  i n c l u d e  t h e  
p r o v i s i o n  o f  l o c a l  c u r r e n c y  resources  r e q u i r e d  f o r  t h e  ~ r o j e c t ] ]  

A r t i  c l  e  8:  Disbursements 

S e c t i o n  8.1 Disbursements f o r  Fore ign Exchanqe Costs.  

( a )  A f t e r  s a t i s f a c t i o n  o f  Cond i t i ons  Precedent,  t h e  Borrower may o b t a i n  
d isbursements o f  funds under t h e  Loan f o r  t h e  Fo re ign  Exchange Costs o f  goods o r  
s e r v i c e s  r e q u i r e d  f o r  t h e  P r o j e c t  i n  accordance w i t h  t h e  terms o f  t h i s  Agreement 
by such o f  t h e  f o l l o w i n g  methods as may be m u t u a l l y  agreed upon: 



(1) by submitting to A.I.D. with necessary supporting 
documentation as prescribed in Project Implementation Letters, (a) 
requests for reimbursement for such goods or services, or (B) 
requests for A.I.D. to procure commodities or services in Borrower's 
behalf for the Project; or 

AID HANDBOOK 3, App 6A-1 

(2) by requesting A.I.D. to issue Letters of Commitment for 
specified amounts (A) to one or more U.S. banks, satisfactory to 
A.I.D., committing A.I.D. to reimburse such bank or banks for 
payments made by them to contractors or suppliers, under Letter of 
Credit or otherwise, for such goods or services, or (B) directly to 
one or more contractors or suppliers, committing A.I.D. to pay such 
contractors or suppliers for such goods or services. 

(b) Banking charges incurred by Borrower in connection with 
Letters of Commitment and Letters of Credit will be financed under 
the Loan unless the Borrower instructs A.I.D. to the contrary. Such 
other charges as the Parties may agree to may also be financed under 
the Loan. 

~p 

TRANS.  M E M O  NO. 

3 :43 

[Section 8.2 Disbursements for Local Currency Costs. 

(a) After satisfaction of Conditions Precedent, the Borrower may 
obtain disbursements of funds under the Loan for Local Currency 
Costs required for the Project in accordance with the terms of this 
Agreement, by submitting to A.I.D., with necessary supporting 
documentation as prescribed in Project Implementation Letters, 
requests to finance such costs.] 

E F F E C T I V E  D A T E  

September 30, 1982 
PAGE NO. 

6A-1-11 
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(b )  The l o c a l  currency needed f o r  such disbursement hereunder may be 
o b ta  i ned : 

(1 )  by a c q u i s i t i o n  by A . I . D .  w i t h  U.S. d o l l a r s  by purchase [ o r  f rom 
l o c a l  currency a1 ready owned by the  U.S. Government] ; o r  

EFFECTIVE DATE 
ie?te;bar 30, 1982 

(2)  by A . I . D .  (A) reques t i ng  the  Borrower t o  make a v a i l a b l e  the  l o c a l  
currency f o r  such costs,  and (B) t h e r e a f t e r  making a v a i l a b l e  t o  the  Borrower 
through the  opening o r  amendment by A. I .D. of Specia l  L e t t e r s  of C r e d i t  i n  
favor  of the  Borrower o r  i t s  designee, an amount o f  U.S. Do1 l a r s  equ iva len t  
t o  t he  amount o f  l o c a l  currency made a v a i l a b l e  by the  Borrower, which d o l l a r s  
w i l l  be u t i l i z e d  f o r  procurement from the  Un i ted  States under appropr ia te  
procedures described i n  P r o j e c t  Implementat ion L e t t e r s .  

[The U. S. do1 l a r  equ iva len t  o f  the  l o c a l  currency made a v a i l  ab le  hereunder 
w i l l  be, i n  t he  case of subsect ion ( b ) ( l )  above, the  amount o f  U.S. d o l l a r s  
requ i red  by A . I . D .  t o  o b t a i n  the  l o c a l  currency, and i n  the  case o f  sub- 
sec t i on  (b ) (2 )  above, an amount ca l cu la ted  a t  t he  r a t e  o f  exchange spec i f i ed  
i n  t he  app l i cab le  Special  L e t t e r  of C r e d i t  Implementat ion Memorandum here- 
under as of  the date of the  opening o r  amendment o f  t h e  app l i cab le  Specia l  
L e t t e r  o f  Cred i t . ]  

TRANS. MEMO NO. 
3 ;43 

SECTION 8.3.  Other Forms o f  Disbursement. Disbursements of t h e  Loan 
may a l s o  be made through such o t h e r  means as the  P a r t i e s  may agree t o  i n  
w r i t i n g .  

AID HANDBOOK 3 ,  App 6A-1 

SECTION 8.4. Rate of Exchange. Except as may be more s p e c i f i c a l l y  
prov ided under Sect ion 8.2, i f  funds prov ided under the  Loan a r e  in t roduced 
i n t o  [name o f  the  count ry ]  by A . I . D .  o r  any p u b l i c  o r  p r i v a t e  agency f o r  
purposes o f  c a r r y i n g  o u t  o b l i g a t i o n s  o f  A.I.D. hereunder, t he  Borrower 
w i l l  make such arrangements as may be necessary so t h a t  such funds may be 
converted i n t o  currency o f  [name o f  count ry ]  a t  the  h ighes t  r a t e  o f  exchange 
which, a t  the  t ime the  convers ion i s  made, i s  n o t  unlawful i n  [name o f  
country] .  

SECTION 8.5. Date o f  Disbursement. Disbursements by A.I.D. w i l l  be 
deemed t o  occur (a) on the  da te  on which A.I.D. makes a d i s -  
bursement t o  the  Borrower o r  i t s  designee, o r  t o  a barlk, c o n t r a c t o r  o r  
su p l  i e r  pursuant t o  a L e t t e r  o f  Commi tment, c o n t r a c t ,  o r  purchase order ;  
(by on the  date on which A. I .D .  d isburses t o  the  Borrower o r  i t s  designee 
l o c a l  currency acqui red i n  accordance w i t h  Sect ion  8 . 2 ( b ) ( l ) ;  o r  (c )  if 
l o c a l  cur rcncy  i s  obta ined i n  accordance w i t h  Sect ion 8 .2(b) (2) ,  on the  
da te  on which A.I.D. opens o r  amends the  Specia l  L e t t e r  of C r e d i t  t h e r e  
re fe r red  t o .  
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SECTION 9.1. Investment Guaranty P r o j e c t  Approval 

Const ruc t ion  work t o  be financed under t h i s  Agreement i s  agreed t o  be a p r o j e c t  
approved by [name of count ry ]  pursuant t o  t he  agreement between i t  and the  Un i ted  
States o f  America on the  sub jec t  of investment guarant ies,  and no f u r t h e r  approval 
by [name of count ry ]  w i l l  be r e q u i r e d  t o  pe rm i t  the  Un i ted  States t o  i ssue 
investment guarant ies under t h a t  agreement cover ing  a c o n t r a c t o r  ' s investment i n  
t h a t  p r o j e c t .  

TRANS. MEMO NO. 
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b SECTION 9.2. Communications. Any no t i ce ,  request,  document,or o t h e r  com- 
municat ion submit ted by e i t h e r  Par ty  t o  t h e  o t h e r  under t h i s  Agreement w i l l  be 
i n  w r i t i n g  o r  by te legram o r  cable, and w i l l  be deemed d u l y  g iven o r  sent  when 
d e l i v e r e d  t o  such p a r t y  a t  the f o l l o w i n g  address: 

EFFECTIVE DATE 

September 30, 1982 I b P f  -% 

To the  Borrower: 

Mai l  Address: 

A1 t e r n a t e  address f o r  telegrams : 

t 
To A.I.D.: 

Mai 1 Address : 

A1 t e r n a t e  address f o r  telegrams : 

A l l  such comnunications w i l l  be i n  Engl ish,  unless the  P a r t i e s  otherwise agree i n  
w r i t i n g .  Other addresses may be s u b s t i t u t e d  f o r  t he  above upon t h e  g i v i n g  of  
no t i ce .  'The Borrower, i n  a d d i t i o n ,  w i l l  p rov ide  the  USAID Miss ion w i t h  a copy 
o f  each comnunication sent  t o  A . I . D .  

SECTION 9.3. Representat ives. For  a l l  purposes r e l e v a n t  t o  t h i s  Agreement, 
the  Borrower w i l l  be represented ly the  i n d i v i d u a l  ho ia ing  o r  a c t i n g  i n  the  
o f f i c e  of and A. I . D .  w i l l  be represented by t h e  i n d i v i d u a l  ho ld ing  o r  
a c t i n g  i n  t h e f i c e  of , each o f  whom, by w r i t t e n  no t i ce ,  may designate 
a d d i t i o n a l  representa t ives  f o r  a1 1 purposes o t h e r  than e x e r c i s i n g  the  power under 
Sect ion  2.1 t o  r e v i s e  elements o f  the  a m p l i f i e d  d e s c r i p t i o n  i n  Annex 1, The names 
o f  the  representa t ives  o f  t h e  Borrower, w i t h  specimen s ignatures,  w i l l  be pro-  
vided t o  A. I .D . ,  which may accept as d u l y  au thor ized any inst rument  signed by such 
representa t ives  i n  implementat ion o f  t h i s  Agreement, u n t i l  r e c e i p t  of w r i t t e n  
n o t i c e  of revoca t i on  o f  t h e i  r a u t  h o r l  ty  . 
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SECTION 9.4. Standard P rov i s i ons  Annex. A " P r o j e c t  Loan Standard Pro- 
v i s i o n s  Annex" (Annex 2 )  i s  a t tached t o  and forms p a r t  of t h i s  Agreement. 

[SECTION 9.5. Language of Agreement. Th is  Agreement i s  prepared i n  
both Eng l i sh  and [French, Spanish, e t c .  J. I n  t h e  event  of ambigui ty  o r  
c o n f l i c t  between the  two vers ions ,  t h e  Eng l i sh  1  anguage ve rs ion  w i l l  
c o n t r o l  . ] 

I N  WITNESS WHEREOF, t he  Borrower and the  Un i ted  States o f  America, each 
a c t i n g  through i t s  d u l y  au thor ized  rep resen ta t i ve ,  have caused t h i s  Agreement 
t o  be s igned i n  t h e i r  names and d e l i v e r e d  as o f  t h e  day and year  f i r s t  above 
w r i t t e n .  

EFFECTIVE DATE 
September 30, 1982 

[NAME OF COUNTRY OR BORROWER] 

By: 

T i t l e :  

TRANS. MEMO NO. 
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UNITED STATES OF AMERICA 

1 

AID HANDBOOK 3, 6 ~ - 1  

By: 

T i t l e :  
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Amp1 i f i e d  D e s c r i p t i o n  o f  t h e  P r o j e c t  

EFFECTIVE DATE PAGE NO. 

September 30, 1982 ( 6A-1-15 



P r o j e c t  Loan Standard 
ANNEX 2 
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Prov is ions  Annex 
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D e f i n i t i o n s :  As used i n  t h i s  Annex, t he  "Agreement" r e f e r s  t o  t h e  
P r o j e c t  Loan Agreement t o  which t h i s  Annex i s  attached and o f  which 
t h i s  Annex forms a  p a r t .  Terms used i n  t h i s  Annex have t h e  same 
meaning o r  re fe rence as i n  t h e  Agreement. 

EFFECTIVE DATE 

Sep tmbe r  39 ,  1982 

A r t i c l  e  A: P ro jec t  Impl ementat ion Le t te rs .  To a s s i s t  Borrower i n  
t h e  i rn~ lemen ta t i on  o f  t he  Pro jec t ,  A . I .D . ,  from t ime t o  t ime, w i l l  
i s sue  P r o j e c t  Impl ementation L e t t e r s  t h a t - w i l l  f u rn i sh  a d d i t i o n a l  
in fo rmat ion  about mat ters s ta ted  i n  t h i s  Agreement. The' p a r t i e s  
may a l s o  use j o i n t l y  agreed-upon P r o j e c t  Implementat ion L e t t e r s  t o  
conf irm and record  t h e i r  mutual understanding on aspects o f  t he  
implementat ion of t h i s  Agreement. P r o j e c t  Implementat ion L e t t e r s  
w i l l  n o t  be used t o  amend t h e  t e x t  o f  t h e  Agreement, bu t  can be 
used t o  record  r e v i s i o n s  o r  except ions which a r e  permi t ted  by t h e  
Agreement, i n c l u d i n g  the  r e v i s i o n  of elements of  the  amp l i f i ed  
d e s c r i p t i o n  o f  t h e  P r o j e c t  i n  Annex 1. 

A r t i c l  e  B: General Covenants 

SECTION B.1. Consul t a t i o n .  The P a r t i e s  w i l l  cooperate t o  
assure t h a t  t h e  purpose o f  t h i s  Agreement w i l l  be accomplished. 
To t h i s  end, t h e ' p a r t i e s ,  a t  t h e  request  of e i t h e r ,  w i l i  exchange 
views on t h e  progress of t h e  P ro jec t ,  t he  performance of o b l i g a t i o n s  
under t h i s  Agreement, t h e  performance o f '  any consul t an ts ,  con t rac to rs ,  
o r  s u p p l i e r s  engaged on t h e  P ro jec t ,  and o t h e r  mat te rs  r e l a t i n g  
t o  the  P ro jec t .  

SESTION 9.2. Execut ion o f  P ro jec t .  The Borrower w i l l :  

(a )  c a r r y  o u t  t h e  P r o j e c t  o r  cause i t  t o  be c a r r i e d  o u t  
w i t h  due d i l i g e n c e  and e f f i c iency ,  i n  conformi ty  w i t h  sound 
techn ica l  , f i n a n c i a l  , and management p rac t i ces ,  and i n  con- 
f o r m i t y  w i t h  those documents, plans, spec i f i ca t i ons ,  con t rac ts ,  
schedu~es,or o t h e r  arrangements, and w i t h  any m o d i f i c a t i o n s  
the re in ,  approved by A. I .D .  pursuant t o  t h i s  Agreement; and 

(b) prov ide  qua1 i f i e d  and experienced management f o r ,  and 
t r a i r  - 1 ~ h  s ta f f  as may be app rop r ia te  f o r  t h e  maintenance 
and o p e l a t i o n  of t he  P ro jec t ,  and, as a p p l i c a b l e  f o r  con- 
t i n u i n g  a c t : v i t i e s ,  cause the  P r o j e c t  t o  be operated and 
mainta ined i n  such manner as t o  assure t h e  con t i nu ing  and 
successful  achievement o f  t he  purposes o f  t he  P ro jec t .  



SECTION 8.3. 
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U t i l i z a t i o n  o f  Goods and Se rv i ces .  

( a )  Any resources  f i nanced  under t h e  Loan w i l l  , un less  
o the rw i se  agreed i n  w r i t i n g  by A.I.D., be devoted t o  t h e  
P r o j e c t  u n t i l  t h e  comple t ion  of  t h e  P r o j e c t ,  and t h e r e a f t e r  
w i l l  be used so as t o  f u r t h e r  t h e  o b j e c t i v e s  sought i n  
c a r r y i n g  o u t  t h e  P r o j e c t .  
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( b )  Goods o r  s e r v i c e s  f inanced under t h e  Loan, except  
as A.I.D. may o the rw i se  agree i n  w r i t i n g ,  w i l l  n o t  be used 
t o  promote o r  a s s i s t  a  f o r e i g n  a i d  p r o j e c t  o r  a c t i v i t y  
assoc ia ted  w i t h  o r  f inanced by a  coun t r y  n o t  i nc l uded  i n  
Code 935 o f  t h e  A.I.D. Geographic Code Book as i n  e f f e c t  a t  
t h e  t i m e  o f  such use. [See Handbook 18, Appendix D.] 

EFFECTIVE DATE 

September 30, 1982 

SECTION 8.4. Taxa t ion .  

( a )  T h i s  Agreement and t h e  Loan w i l l  be f r e e  from, and 
t h e  P r i n c i p a l  and i n t e r e s t  w i l l  be pa id  f r e e  from, any t a x a t i o n  
o r  fees imposed under  laws i n  e f f ec t  i n  t h e  t e r r i t o r y  o f  t h e  
Borrower.  

( b )  To t h e  e x t e n t  t h a t  (1) any c o n t r a c t o r ,  i n c l u d i n g  any 
c o n s u l t i n g  f i r m ,  any personnel o f  such c o n t r a c t o r  f inanced 
under t h e  Loan, and any p r o p e r t y  o r  t r a n s a c t i o n s  r e l a t i n g  t o  
such c o n t r a c t s  and ( 2 )  any commodity procurement t r a n s a c t i o n  
f i nanced  under t h e  Lban a r e  n o t  exernpt from i d e n t i f i a b l e  taxes ,  
t a r i f f s ,  d u t i e s ,  o r  o t h e r  l e v i e s  imposed under laws i n  e f f e c t  
i n  t h e  t e r r i t o r y  o f  t h e  Borrower, t h e  Borrower w i l l  , as and 
t o  t h e  e x t e n t  p rov ided  i n  and pursuan t  t o  P r o j e c t  Implementat ion 
L e t t e r s ,  pay o r  re imburse t h e  same w i t h  funds o t h e r  t han  those  
p rov ided  under t h e  Loan. 

SECTION 8.5. Reports,  Records, I nspec t i ons ,  A u d i t .  

The Borrower w i  11 : 

( a )  f u r n i s h  A. I.D. such i n f o r m a t i o n  and r e p o r t s  r e l a t i n g  
t o  t h e  P r o j e c t  and t o  t h i s  Agreement as A .  I .D. may reasonab ly  
reques t ;  

( b )  m a i n t a i n  o r  cause t o  be main ta ined ,  i n  accordance 
w i t h  genera l  l y  accepted account ing  p r i n c i p l e s  and p r a c t i c e s  
c o n s i s t e n t l y  app l i ed ,  books and reco rds  r e l a t i n g  t o  t h e  
P r o j e c t  and t o  t h i s  Agreement, adequate t o  show, w i t h o u t  
l i m i t a t i o n .  t h e  r e c e i p t  and use of  goods and s e r v i c e s  acqu i red  



SECTION B . 5 .  ( b )  

under t h e  Loan. Such books and reco rds  w i l l  be a u d i t e d  
r e g u l a r l y ,  i n  accordance w i t h  g e n e r a l l y  accepted a u d i t i n g  
s tandards,  and ma in ta i ned  f o r  t h r e e  yea rs  a f t e r  t h e  d a t e  o f  l a s t  
d isbursement  by A.I.D.; such books and r e c o r d s  w i l l  a l s o  be 
adequate t o  show t h e  n a t u r e  and e x t e n t  o f  s o l i c i t a t i o n s  of pro-  
s p e c t i v e  s u p p l i e r s  o f  goods and s e r v i c e s  acqu i r ed ,  t h e  b a s i s  o f  
award of c o n t r a c t s  and o rders ,  and t h e  o v e r a l l  p rogress  o f  t h e  
P r o j e c t  toward complet ion;  and 
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( c )  a f f o r d  a u t h o r i z e d  r e p r e s e n t a t i v e s  o f  a  Pa r t y -  t h e  
o p p o r t u n i t y  a t  a l l  reasonab le  t imes  t o  i n s p e c t  t h e  P r o j e c t ,  t h e  
u t i l i z a t i o n  o f  goods and s e r v i c e s  f i nanced  by such Par ty ,  and 
books, records ,  and o t h e r  documents r e l a t i n g  t o  t h e  P r o j e c t  
and t h e  Loan. 
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SECTION B.6. Completeness o f  I n f o rma t i on .  The Borrower con f i rms :  

( a )  t h a t  t h e  f a c t s  and c i rcumstances of  which i t  has 
in fo rmed A.I.D., o r  caused A.I.D. t o  be 'informed, I n  t h e  course  
of  r each ing  agreement w i t h  A.I.D. on t h e  Loan, a r e  accu ra te  
and complete,  and i n c l u d e  a l l  f a c t s  and c i rcumstances t h a t  m i g h t  
m a t e r i a l l y  a f f e c t  t h e  P r o j e c t  and t h e  d i scha rge  o f  r e s p o n s - i b i l i t i e s  
under t h i s  Agreement; 

( b )  t h a t  i t  w i l l  i n fo rm A.I.D. i n  t i m e l y  fash ion  of any 
subsequent f a c t s  and c i rcumstances t h a t  m i g h t  m a t e r i a l l y  a f f e c t ,  
o r  t h a t  i t  i s  reasonab le  t o  b e l i e v e  m i g h t  so a f f ec t ,  t h e  
P r o j e c t  o r  t h e  d i scha rge  of r e s p o n s i b i l i t i e s  under t h i s  
Agreement. 

SECTION B.7. Other  Pa en t s .  Borrower a f f i r m s  t h a t  no payments 
have Seen o r  w i l l  be * r e c e i v e  b y n y  o f f i c i a l  o f  t h e  Borrower i n  con- 
n e c t i o n  w i t h  t h e  procurement o f  goods o r  s e r v i c e s  f i nanced  under t h e  
Loan excep t  fees, taxes,  o r  s i m i l a r  payments l e g a l l y  e s t a b l i s h e d  i n  
t h e  c o u n t r y  o f  t h e  Borrower.  

SECTION B.8. I n f o r m a t i o n  and Marking. The Borrower w i l l  g i v e  
a p p r o p r i a t e  p u b l i c i t y  t o  t h e  Loan and t h e  P r o j e c t  as a program t o  
which t h e  Un i t ed  S ta tes  has c o n t r i b u t e d ,  i d e n t i f y  t h e  P r o j e c t  s i t e ,  
and mark goods f inanced by A, I. D., as desc r i bed  i n  P r o j e c t  Imple-  
men ta t i on  L e t t e r s .  



A r t i c l e  C:  Procurement Prov is ions  
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SECTION C.1.  Special  Rules. 

( a )  The source and o r i g i n  of ocean and a i r  sh ipp ing  w i l l  
be deemed t o  be t h e  ocean vesse l ' s  o r  a i r c r a f t ' s  count ry  o f  
r e g i s t r y  a t  t h e  t ime of shipment. 
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( b )  Premiums f o r  marine insurance p laced i n  t h e  t e r r i t o r y  
o f  the  Borrower w i l l  be deemed an e l i g i b l e  Fore ign Exchange 
Cost, i f  otherwi  se e l  i g i  b l  e  under Sect i o n  C.  7 (a ) . 

( c )  Any motor veh i c les  f inanced under the  Loan w i l l  be 
o f  Uni ted States manufacture, except as A . I . D .  may o therwise  
agree i n  w r i t i n g .  

EFFECTIVE DATE 
S27te7lbet" 30, 1932 

SECTION C.2. E l i g i b i l i t y  Date. No goods o r  se rv i ces  niay be 
f inanced under the  Loan which are  procured pursuant t o  o rders  o r  
con t rac ts  f i r m l y  p laced o r  entered i n t o  p r i o r  t o  t h e  da te  of  t h i s  
Agreement, except as t h e  P a r t i e s  may o therwise  agree i n  w r i t i n g .  
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SECTION C.3. Plans, Spec i f i ca t i ons ,  and Contracts.  I n  o rde r  
f o r  t h e r e  t o  be mutual agreement on t h e  f o l l o w i n g  mat ters,  and 
except as t h e  P a r t i e s  may o therwise  agree i n  w r i t i n g :  

( a )  The Borrower w i l l  f u r n i s h  t o  A.I.D. upon prepara t ion :  

( 1  ) any p l  ans, spec i f i ca t i ons ,  procurement o r  con- 
s t r u c t i o n  schedules, contracts., o r  o t h e r  documentation 
r e l a t i n g  t o  goods o r  serv ices  t o  be financed under t h e  Loan, 
i n c l u d i n g  documentation re1 a t i n g  t o  t h e  prequal if i c a t i o n  
and s e l e c t i o n  o f  con t rac to rs  and t o  t h e  so l  i c i t a t i o n  of 
b i d s  and proposal s  . M a t e r i a l  m o d i f i c a t i o n s  i n  such docu- 
mentat ion w i l l  l i k e w i s e  be fu rn i shed  A . I . D .  on prepara t ion ;  

(2)  such documentation w i l l  a1 so be furn ished t o  
A. I.D., upon prepara t ion ,  r e l a t i n g  t o  any goods o r  
serv ices  which, though no t  f inanced under t h e  Loan, 1-2 

deemed by A . I . D .  t o  be o f  major importance t o  t h e  P r o j e c t .  
Aspects o f  t h e  P r o j e c t  i n v o l v i n g  mat te rs  under t h i s  sub- 
sec t i on  ( a )  ( 2 )  w i l l  be i d e n t i f i e d  i n  P r o j e c t  Implementat ion 
L e t t e r s  ; 

( b )  Documents r e l a t e d  t o  t h e  p r e q u a l i f i c a t i o n  of  con- 
t r a c t o r s ,  and t o  the  s o l i c i t a t i o n  of b ids  o r  proposals f o r  
goods and serv ices  f inanced under t h e  Loan w i l l  be approved 
by A.I.D. i n  w r i t i n g  p r i o r  t o  t h e i r  issuance, and t h e i r  terms 
w i l l  i n c l u d e  Un i ted  States standards and measurements; 



SECTION C.3. 
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( c )  Contracts and contractors financed under the Loan for  
engineering and other professional services,  for  construction 
services, and for  such other services, equipment, or material s 
as may be specified in Project Implementation Letters,  will be 
approved by A.  I . D .  in writing prior to  execution of the contract.  
Material modifications in such contracts will a lso be approved 
i n  writing by A.I.D. prior to  execution; and 

(d)  Consulting firms used by the Borrower for  the Project 
b u t  not financed under the Loan, the scope of the i r  services 
and such of the i r  personnel assigned to  the Project as  A .  I . D .  
may specify, and construction contractors used by the Borrower 
for  the Project b u t  not financed under the Loan shall be 
acceptable to  A.  I . D .  

SECTION C.4. Reasonable Price. No more than reasonable prices 
will be paid for  any goods or  services financed, in whole or in part ,  
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EFFECTIVE DATE 

September 30, 1982 

under the Loan. such-items will be procured on a f a i r  and, to  the 
maximum extent practicable, on a competitive basis. 
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SECTION C.5. Jo t i f ica t ion  to  Potential Suppliers. To permit 
a l l  United States firms to have the o ~ ~ o r t u n i t v  t o  ~ a r t i c i ~ a t e  i n  
furnishing g o d s  and services t o  be financed under the ~ o a n ,  the 
Borrower will furnish A.I.D. such information w i t h  regard thereto,  
and a t  such times, as A.I.D. may request in Project Implementation 
Letters. 

SECTION C.6. Shipping. 

( a )  Goods which are to  be transported t o  the t e r r i to ry  of 
the Borrower may not be financed under the Loan i f  transported 
ei ther:  

(1) on an ocean vessel or a i r c ra f t  under the f lag of 
a country which i s  not 1 ncluded i n  A. I.D. Geographic Code 
935 as i n  effect  a t  the time of shipment; or 

( 2 )  on an ocean vessel which A.1.D. by written 
notice to  the Borrower has designated as inel igible;  o r  

(3)  under an ocean or  a i r  charter which has n o t  
received prior A.I.D. approval. 

(b)  Costs of ocean or  a i r  transportation (of goods or 
persons) and related delivery services may not be financed 
under the Loan, i f  such goods or persons are  carried: 



SECTION C.6. 
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(1) on an ocean vessel or aircraft under the flag of a 
country not, at the time of shipment, identified under the paragraph 
of the Agreement entitled "Procurement Source: Foreign Exchange 
Costs," without prior written A.I.D. approval: or 
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(2) on an ocean vessel which A.I.D., by written notice to 
the Borrower, has designated as ineligible; or 
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(3) under an ocean vessel or air charter which has not 
received prior A.I.D. approval. 

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

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

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

SECTION C .7. Insurance 

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

(1) such insurance is placed at the lowest available 
competitive rate, and 

(2) claims thereunder are payable in U.S. dollars or, 
as A.I.D. may agree in writing, the currency in which such 
goods were financed or in any freely convertible currency. 
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If the Borrower (or government of Borrower), by statute, decree, 
rule, regulation, or practice discriminates with respect to 
A.1.D.-financed procurement against any marine insurance company 
authorized to do business in any State of the United States, then 
all goods shipped to the territory of the Borrower financed by 
A.I.D. hereunder will be insured against marine risks and such 
insurance will be 

placed in the United states with a company or companies 
authorized to do a marine insurance business in a State of 
the United States. 

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

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

Article D: Termination: Remedies. 

SECTION D.l. Cancellation by Borrower. The Borrower may, 
by giving A.I.D. 30 days written notice, cancel any part of the Loan 
which has not been disbursed or committed for disbursement to third 
parties. 

SECTION D.2. Events of Default: Acceleration. It will be 
an "Event of Default" if Borrower shall have failed: 

(a) to pay when due any interest or installment of 
Principal required under this Agreement, or 3 



SECTION D.2. 
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(b)  t o  comply w i t h  any o t h e r  p r o v i s i o n  o f  t h i s  
Agreement, o r  

(c)  t o  pay when due any i n t e r e s t  o r  i n s t a l l m e n t  o f  
P r i n c i p a l  o r  o the r  payment requ i red  under any o t h e r  loan,  
guaranty o r  o t h e r  agreement bstween t h e  Borrower o r  any o f  
i t s  agencies and A. I . D .  o r  any o f  i t s  predecessor agencies. 
I f  an Event o f  De fau l t  s h a l l  have occurred, then A. I .D. 
may g i v e  t h e  Borrower n o t i c e  t h a t  a l l  o r  any p a r t  of t h e  
unrepaid P r i n c i p a l  w i l l  be due and payable s i x t y  (60) days 
t h e r e a f t e r ,  and, unless such Event o f  D e f a u l t  i s  cured 
w i t h i n  t h a t  t ime:  
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(1)  such unrepaid P r i n c i p a l  and accrued i n t e r e s t  
hereunder w i  11 be due and paya b l  e i mrnedi ate1 y , and 

(2 )  t h e  amount o f  any f u r t h e r  disbursements made 
pursuant t o  then outs tand ing  commitments t o  t h i r d  
p a r t i e s  o r  otherwise w i l l  become due and payable as soon 
as made. 

EFFECTIVE DATE 

September 30, 1982 

SECTION D.3. 
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Suspension. I f  a t  any t ime:  

(a )  An Event o f  D e f a u l t  has occurred; o r  

(b)  An event occurs t.hat A. I .D .  determines t o  be an 
ex t rao rd ina ry  s i t u a t i o n  t h a t  makes i t  improbable e i t h e r  t h a t  
t h e  purpose o f  t h e  Loan w i l l  be a t t a i n e d  o r  t h a t  t h e  Borrower 
w i l l  be a b l e  t o  per form i t s  o b l i g a t i o n s  under t h i s  Agreement; 
o r  

( c )  Any disbursement by A. I . D .  would be i n  v i o l a t i o n  o f  
t h e  l e g i s l a t i o n  governing A.I.D.; o r  

(d)  The Borrower s h a l l  have f a i l e d  t o  pay when due any 
i n t e r e s t ,  i n s t a l l m e n t  of p r i n c i p a l  o r  o t h e r  payment r e q u i r e d  
under any o t h e r  loan,  guaranty, o r  o t h e r  agreement between 
t h e  Borrower o r  any o f  i t s  agencies and t h e  Government o f  
t he  Un i ted  States o r  any o f  i t s  agencies; 

Then A . I . D .  may: 

(1)  suspend o r  cancel ou ts tand ing  c~mmi  tment 
documents t o  t h e  ex ten t  they  have no t  been u t i l  i z e d  
through i r r e v o c a b l e  comni tments t o  t h i r d  p a r t i e s  o r  
otherwise, g i v i n g  prompt n o t i c e  thereof  t o  t h e  
Borrower; 

(2 )  d e c l i n e  t o  i ssue  a d d i t i o n a l  commitment docu- 
ments o r  t o  make disbursements o t h e r  than under e x i s t i n g  
ones; and 



SECTION D.3. 

PAGE NO. 

(3) at A.I.D.'s expense, direct that title to goods 
financed under the Loan be transferred to A. I.D. if the 
goods are from a source outside Borrower's country, are 
in a deliverable state and have not been offloaded in 
ports of entry of Borrower's country. Any disbursement 
made under the Loan with respect to such transferred 
goods will be deducted from Principal. 

EFFECTIVE DATE TRANS. MEMO NO. 

SECTION D.4. Cancellation by A.I.D. If, within sixty (60) 
days from the date 07 any suspension of disbursements pursuant to 
Section D.3, the cause or causes thereof have not been corrected, 
A. I.D. may cancel any part of the Loan that is not then disbursed 
or irrevocably committed to third parties. 

SECTION D.5. Continued Effectiveness of Agreement. Not- 
withstanding any cancellation, suspension of disbursements, or 
acceleration of repayment, the provisions of this Agreement will 
continue in effect until the payment in full of all Principal and 
accrued interest hereunder. 

5A-2-24 5 c p t c j b c r  30, 1982 1 

SECTION D. 6. Refunds. 

3:43 

(a) In the case of any disbursement which is not sup- 
ported by valid documentation in accordance with this 
Agreement, or which is not made or used in accordance with 
this Agreement, or which was for goods or services not used 
in accordance with this Agreement, A. I .D., notwithstanding 
the availability or exercise of any other remedies provided 
for under this Agreement, may require the Borrower to refund 
the amount of such disbursement in United States Dollars to 
A.I.D. within sixty (60) days after receipt of a request 
therefor. The right to require such a refund of a disburse- 
ment will continue, notwithstanding any other provision of 
this Agreement, for three (3) years from the date of the 
last disbursement under this Agreement. 

.. 
AID HANDBOOK 3, ~ p p  6A-.2 

(1) Any refund under the preceding subsection, or 

(2) any refund to A. I.D. from a cmtractor, sup- 
plier, bank, or other third party with respect to goods 
or services financed under the Loan, which refund relates 
to an unreasonable price for or erroneous invoicing of 
goods or services, or to goods that did not conform to 
specifications, or to services that were inadequate, will, 



SECTION D.6(b)(2)  
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A.  be made a v a i l a b l e  f i r s t  f o r  t he  cos t  o f  
goods and serv ices  requ i red  f o r  t h e  P ro jec t ,  t o  
the  ex tent  j u s t i f i e d ,  and 

8. the  remainder, i f  any, w i l l  be app l i ed  t o  
t h e  i ns ta l lmen ts  o f  P r i n c i p a l  i n  the  inverse order  
o f  t h e i r  m a t u r i t y  and the  amount o f  t he  Loan reduced 
by t h e  amount o f  such remainder. 

TRANS. MEMO NO. C ~ ~ C C I I V L  L 

SECTION D.7. Nonwaiver o f  Remedies. No delay i n  exe rc i s ing  
any r i g h t  o r  remedy accruing t o  a  Par ty  i n  connect ion w i t h   its 
f i n a n c i n g  under t h i s  Agreement w i l l  be construed as a waiver o f  
such r i g h t  o r  remedy. 

3 :43 Septembe 
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(Name o f  Country)  

and t h e  

UNITED STATES OF AMERICA 

f o r  

(Name o f  P r o j e c t )  
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P r o j e c t  Grant Agreement 

Dated 

EFFECTIVE OAT€ 

S e p t e ~ b c r  30, 1982 

Between 
1 / 

[ i n s e r t  name o f  country]  ("Grantee1')- 

And 

The Un i ted  States o f  America, a c t i n g  through t h e  
Agency f o r  I n t e r n a t i o n a l  Development ("A. I. D. " ) . 

A r t i c l e  1  : The Aqreement 

The purpose o f  t h i s  Agreement i s  t o  s e t  o u t  t h e  understandings 
o f  the  p a r t i e s  named above ( " P a r t i e s " )  w i t h  respect  t o  the  undertak ing 
by the  Grantee o f  t he  P r o j e c t  descr ibed below, and w i t h  respect  t o  t h e  
f inancing o f  the  P r o j e c t  by the  Par t i es .  

A r t i c l e  2: The P r o j e c t  

SECTION 2.1. Definition. The Pro jec t ,  which i s  
f u r t h e r  described i n  Annex 1, w i l l  c o n s i s t  o f  
Annex 1, attached, a m p l i f i e s  the  above d e f i n i t i o n  o f  t he  P ro jec t .  
W i th in  t h e  l i m i t s  o f  t h e  above d e f i n i t i o n  o f  t h e  Pro jec t ,  elements 
o f  t he  a m p l i f i e d  d e s c r i p t i o n  s ta ted  i n  Annex 1  may be changed by 
w r i t t e n  agreement o f  t h e  author ized representa t ives  o f  t he  Par t i es  
named i n  Sect ion 8.3, w i thou t  formal amendment o f  t h i s  Agreement. 

[If P r o j e c t  i s  i nc remen ta l l y  funded, i n s e r t  Sec. 2 - 2 1  

[SECTION 2 . 2 .  Incremental Nature o f  P ro jec t .  

(a) A.I.D. I s  c o n t r i b u t i o n  t o  t h e  P r o j e c t  w i l l  be provided i n  
increments, t h e  i n i t i a l  one being made a v a i l a b l e  i n  accordance w i t h  
Sect ion 3.1 o f  t h i s  Agreement. Subsequent increments w i l l  be sub jec t  
t o  a v a i l a b i l i t y  o f  funds t o  A.I.D. f o r  t h i s  purpose, and t o  t h e  mutual 
agreement of the  Par t i es ,  a t  t h e  t ime o f  a  subsequent increment, t o  
proceed. 

The phrase "~ooperafing country" may be used in lieu of  r ran tee" 
throughout the Agreement. 



Article  2: The Project (Continued) 

PAGE NO. 

( b )  Within the overall Project Assistance Completion Date 
stated in th i s  Agreement, A.I.D., based upon consultation with the 
Grantee, may specify in Project Imp1 ementation Letters appropriate 
time periods for  the u t i l i za t ion  of funds granted by A.I.D. under 
an individual increment of assistance.]  

Article 3: Financing 

EFCECTIVE DATE 

SECTION 3.1. The Grant. To a s s i s t  the Grantee to  meet the 
costs of carrying out the Project, A.I.D., [ i n  furtherance of the 
Alliance for  Progress and] pursuant t o  the Foreign Assistance 
Act of 1961, as amended, agrees t o  grant the Grantee under the terms 
of t h i s  Agreement not to  exceed United States ( " U  .S. " )  
Do1 l a r s  ($ - ) ("Grant"). 

TRANS. MEMO NO. 

[In preparing Agreement, se lec t  # I ,  #2, or #3 following as 
appl icabl e] : 

6A-2-28 

( 1  The Grant may be used only to  finance foreign exchange 
costs ,  as defined i n  Section 6.1, of goods and services required f o r  
the Project.] 

d e ~ t ~ y ~ b e r  3C, 1982 3 : 4 3  

[#2:  The Grant may be used to  finance foreign exchange cos ts ,  
as defined in Section 6.1, and local currency costs ,  as defined in 
Section 6.2, of goods and services required fo r  the Project.] 

AID HANDBOOK3, App ~ A - Z  

[#3: The Grant may be used to  finance foreign exchange cos ts ,  
as defined in Section 6.1, and local currency costs ,  as defined i n  
Section 6.2, of goods and services required fo r  the Project, except 
tha t ,  unless the part ies  otherwise agree i n  w r i t i n g ,  Local Currency 
Costs financed under the Grant will not exceed the equivalent of 

U.S. Dollars ( $  1 
SECTION 3.2. Grantee Resources for the Project. 

( a )  The Grantee agrees t o  provide or cause to  be provided 
for  the Project a l l  funds, in addition to  the Grant, and a l l  other 
resources required t o  carry out the Project effect ively and in 
a timely manner. 

( b )  The resources provided by Grantee f o r  the Project will 
be not less  than the equivalent of U.S. $ , including 
costs borne on an "in-kind" basis. 



A r t i c l e  3: F inancing (Continued) 

SECTION 3.3. P r o j e c t  Assistance Completion Date. 

PAGE NO. 
6A-2-29 

(a )  The "P ro jec t  Assistance Completion Date" (PACD), which i s  
, 19 , o r  such o t h e r  date as the  Par t i es  may agree 

t o  i n  w r i t i n g ,  i s  t he  date by which the  P a r t i e s  es t imate  t h a t  a l l  
serv ices  f inanced under t h e  Grant w i l l  have been pe r fomed  and a l l  goods 
f inanced under the  Grant w i l l  have been fu rn i shed  f o r  t h e  P r o j e c t  as 
contempl ated i n  t h i s  Agreement. 

EFFECTIVE DATE 

September 30, 1982 AID HANDBOOK 3,  A~~ 6 ~ -  2 

(b )  Except as A.I.D. may otherwise agree i n  w r i t i n g ,  A.I.D. 
w i l l  n o t  i ssue o r  approve documentation which would au tho r i ze  d i s -  
bursement o f  t h e  Grant f o r  serv ices performed subsequent t o  t he  PACD 
o r  f o r  goods fu rn i shed  f o r  t h e  p ro jec t ,  as contemplated i n  t h i s  
Agreement, subsequent t o  t h e  PACD. 

TRANS. MEMO NO. 
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( c )  Requests f o r  d i  s bursement , accompanied ,by necessary sup- 
p o r t i n g  documentation prescr ibed i n  P r o j e c t  Implementat ion L e t t e r s  
a r e  t o  be rece ived by A. I . D .  o r  any bank described i n  Sect ion  7.1 
no l a t e r  than n i n e  ( 9 )  months f o l l o w i n g  the  PACD, o r  such o t h e r  
pe r iod  as A.I.D. agrees t o  i n  w r i t i n g .  A f t e r  such per iod,  A.I.D., 
g i v i n g  n o t i c e  i n  w r i t i n g  t o  t h e  Grantee, may a t  any t ime o r  t imes 
reduce t h e  amount o f  t he  Grant by a l l  o r  any p a r t  t h e r e o f  f o r  which 
requests f o r  disbursement , accompanied by necessary suppor t ing  
documentation prescr ibed i n  P r o j e c t  Imp1 ementation L e t t e r s ,  were n o t  
rece ived before the  e x p i r a t i o n  o f  s a i d  per iod.  

A r t i c l  e 4: Condi t ions Precedent t o  Disbursement 

SECTION 4.1. F i r s t  Disbursement. P r i o r  t o  t h e  f i r s t  d i s -  
bursement under the  Grant, o r  t o  t h e  issuance by A.  I .D. of 
documentation pursuant t o  which disbursement w i  11 be made, t h e  
Grantee w i l l ,  except as t h e  Par t i es  may o therwise  agree i n  w r i t i n g ,  
f u r n i s h  t o  A.I.D. i n  form and substance s a t i s f a c t o r y  t o  A.I.D.: 

[ ( a )  An op in ion  o f  counsel acceptable t o  A. I .D. t h a t  t h i s  
Agreement has been d u l y  au thor ized and/or r a t i f i e d  by, and executed 
on beha l f  o f ,  t h e  Grantee, and t h a t  i t  c o n s t i t u t e s  a v a l i d  and 
l e g a l l y  b ind ing  o b l i g a t i o n  o f  t h e  Grantee i n  accordance w i t h  a1 1 of 
i t s  terms;] 

[ (b )  A statement o f  t h e  name of t h e  person ho ld ing  o r  a c t i n g  
i n  t h e  o f f i c e  o f  t he  Grantee s p e c i f i e d  i n  Sect ion  8.3., and of any 
a d d i t i o n a l  representa t ives ,  together  w i t h  a specimen s igna tu re  o f  
each person s p e c i f i e d  i n  such statement;] 



A r t i c l e  4:  Condi t ions Precedent t o  Disbursement (Continued) 

[ ( c )  An executed c o n t r a c t  f o r  engineer ing o r  o the r  serv ices  
f o r  t he  P r o j e c t  acceptable t o  A . I .D .  w i t h  a  firnl acceptable t o  
A . I .D . ]  

AID HANDBOOK 3 ,  App 6A-2 

[ ( d )  Other cond i t i ons  t o  be i n s e r t e d  as appropr ia te ,  e.g.., 
i n c l u d i n g  f i n a n c i a l  ob l  i g a t i o n s  o f  t he  Grantee.] 

TRANS. MEMO NO. 
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SECTION 4.2. Add i t i ona l  Disbursement. P r i o r  t o  disbursement 
under t h e  Grant, o r  t o  issuance by A . I .U .  o f  documentation pursuant 
t o  which disbursement w i l l  be made, f o r  any purpose o t h e r  than t o  
f inance t h e  [serv ices ]  r e f e r r e d  t o  i n  Sect ion  4.1 , t h e  Grantee wi 11 , 
except as t h e  P a r t i e s  may otherwise agree i n  w r i t i n g ,  f u r n i s h  t o  
A.  I.D. i n  form and substance s a t i s f a c t o r y  t o  A. I .D.: 

EFFECTIVE DATE 

5epteabcr 30 ,  1982 

[ (a )  I n v i t a t i o n s  f o r  b i d s  o r  r e q u e s t s  f o r  p roposa l s  f o r  procurement 
of c o n s t r u c t i o n  s e r v i c e s  o r  p r o j e c t  commodities e s t ima t ed  t o  exceed $100,000, 
i n c l u d i n g  any l o c a l  cu r r ency  p o r t i o n ,  p r i o r  t o  t h e i r  i s s u a n c e ;  

[ ( b )  Con t r ac t s  f i nanced  under t h e  Grant  i n  exce s s  of $100,000, 
i n c l u d i n g  any l o c a l  cur rency  p o r t i o n ,  p r i o r  t o  t h e i r  execu t i on  by t h e  
Gran tee ;  

[ ( c )  The eva lua t ion  program r e f e r r e d  t o  i n  Sect ion 5.1 .] 

[ (d )  Add i t i ona l  cond i t i ons  t o  be i nse r ted ,  as appropr ia te ,  
i n c l u d i n g  p rov i s ions  r e l a t i n g  t o :  

[Procurement and i n s t a l  l a t i o n  o f  goods; budgetary approval s  ; 
management; o rgan iza t ion ;  t r a i n i n g ;  maintenance and operat ion;  
o the r  l e g a l  and a d m i n i s t r a t i v e  ac t ions ,  such as permits,  l i censes ,  
p r i v i l e g e s ,  easements, e tc . ]  

SECTION 4.3. N o t i f i c a t i o n .  When A. I .D.  has determined t h a t  
t h e  cond i t i ons  precedent s p e c i f i e d  i n  Sect ion  4.1 [and 4.21 have 
been met, i t  w i l l  prompt ly  n o t i f y  t h e  Grantee. 

SECTION 4.4. Terminal Dates f o r  Condi t ions Precedent. 

( a )  I f  a l l  o f  t h e  cond i t i ons  s p e c i f i e d  i n  Sect ion  4.1 have 
not  been met w i t h i n  days from t h e  date o f  t h i s  Agreement, o r  
such l a t e r  da te  as Pi.1.D. may agree t o  i n  w r i t i n g ,  A.I.D., a t  i t s  
op t ion ,  may te rminate  t h i s  Agreement by w r i t t e n  n o t i c e  t o  Grantee. 

( b )  I f  a l l  o f  t h e  cond i t i ons  s p e c i f i e d  i n  Sect ion  4 . 2  have 
n o t  been met w i t h i n  days from t h e  da te  o f  t h i s  Agreement, o r  
such l a t e r  date as A. I .D.  may agree t o  i n  w r i t i n g ,  A.I.D., a t  i t s  
op t ion ,  may cancel t h e  then undisbursed balance of t h e  Grant, t o  t h e  
ex ten t  n o t  i r r e v o c a b l y  c o m i t t e d  t o  t h i r d  p a r t i e s ,  and may te rminate  
t h i s  Agreement by w r i t t e n  n o t i c e  t o  t h e  Grantee. 



A r t i c l  e  5:  Spec ia l  Covenants 

SECTION 5.1.  P r o j e c t  E v a l u a t i o n .  The P a r t i e s  ag ree  t o  e s t a b l i s h  
an e v a l u a t i o n  program as p a r t  o f  t h e  P r o j e c t .  Except  as t h e  P a r t i e s  o t h e r w i s e  
agree i n  w r i t i n g ,  t h e  program w i l l  i n c l u d e ,  d u r i n g  t h e  imp lemen ta t i on  o f  t h e  
P r o j e c t  and a t  one o r  more p o i n t s  t h e r e a f t e r :  

PAGE NO. TRANS. MEMO NO. 

( a )  e v a l u a t i o n  o f  p rog ress  toward  a t t a i n m e n t  o f  t h e  o b j e c t i v e s  o f  
t h e  P r o j e c t ;  

AID HANDBOOK 3, A~~ 6 ~ - 2  3 :51  September 4, 1984 6A-2-31 I EFFECTIVE DATE 

(b) i d e n t i f i c a t i o n  and e v a l u a t i o n  o f  problem a reas  o f  c o n s t r a i n t s  
wh ich  may i n h i b i t  such a t t a i n m e n t ;  

'i 
( c )  assessment o f  how such i n f o r m a t i o n  may be used t o  he1 p  overcome 

such problems; and 

( d )  e v a l u a t i o n ,  t o  t h e  degree f e a s i b l e ,  o f  t h e  o v e r a l l  development 
impac t  o f  t h e  P r o j e c t .  

[ o t h e r  s p e c i a l  covenants  as a p p r o p r i a t e ]  

A r t i c l e  6:  Procurement Source 

SECTION 6.1. Fo re ign  Exchanqe Costs .  Disbursements pu rsuan t  t o  
S e c t i o n  7 . 1  w i l l  be used e x c l u s i v e l y  t o  f i n a n c e  t h e  c o s t s  o f  goods and s e r v i c e s  
r e q u i r e d  f o r  t h e  P r o j e c t  hav ing ,  w i t h  r e s p e c t  t o  goods, t h e i r  sou rce  and o r i g i n ,  
and w i t h  r e s p e c t  t o  s e r v i c e s  t h e i r  n a t i o n a l i t y  i n  t h e  U n i t e d  S t a t e s  (Code 000 
o f  t h e  AID Geographic Code Book as i n  e f f e c t  a t  t h e  t i m e  o r d e r s  a r e  p laced  o r  
c o n t r a c t s  e n t e r e d  i n t o  f o r  such goods o r  s e r v i c e s )  ( "  ~ o r e i g n  Exchange Cos ts " ) ,  
excep t  as AID may o t h e r w i s e  ag ree  i n  w r i t i n g ,  and excep t  as p r o v i d e d  i n  t h e  
P r o j e c t  Grant  S tandard  P r o v i s i o n s  Annex, S e c t i o n  c.1 (b )  w i t h  r e s p e c t  t o  m a r i n e  
i nsu rance .  Ocean t r a n s p o r t a t i o n  c o s t s  w i l l  be f i n a n c e d  under t h e  g r a n t  o n l y  on 
v e s s e l s  unde r  f l a g  r e g i s t r y  o f  [ t h e  U n i t e d  s t a t e s ]  [ the  Coopera t i ng  Count ry ,  
t h e  United SXaXu, and o t h m  c o u n t r i e s  i n c l u d e d  i n  AID Geographic Code 9411, 
excep t  as  AID may o t h e r w i s e  agree i n  w r i t i n g .  

[SECTION 6.2. Loca l  Cur rency  Costs ,  Disbursements pu rsuan t  t o  
S e c t i o n  7.2.  w i l l  be used e x c l u s i v e l y  t o  f i n a n c e  t h e  c o s t s  o f  goods and 
s e r v i c e s  r e q u i r e d  f o r  t h e  P r o j e c t  h a v i n g  t h e i r  sou rce  and, excep t  as AID may 
o t h e r w i s e  agree i n  w r i t i n g ,  t h e i r  o r i g i n  i n  [name o f  coun t r y ]  ( " ~ o c a l  Cur rency  
~ o s t s " ) ]  [TO t h e  e x t e n t  p r o v i d e d  f o r  unde r  t h i s  Agreement, "Loca l  Cur rency  
Costs"  may a l s o  i n c l u d e  t h e  p r o v i s i o n  o f  l o c a l  c u r r e n c y  resou rces  r e q u i r e d  f o r  
t h e  P r o j e c t J  



A r t i  c l  e 7 : Disbursement 

PAGE NO. EFFECTIVE DATE 

6A-2-32 September 30, 1982 

SECTION 7.1. Disbursement f o r  Fore ign Exchange Costs. - 
( a )  A f t e r  s a t i s f a c t i o n  o f  c o n d i t i o n s  precedent,  t h e  Grantee may 

o b t a i n  d isbursements o f  funds under t h e  Grant  f o r  t h e  Fore ign Exchange 
Costs o f  goods o r  s e r v i c e s  r e q u i r e d  f o r  t h e  P r o j e c t  i n  accordance w i t h  
t h e  terms o f  t h i s  Agreement, by such o f  t h e  f o l l o w i n g  methods as may be 
mutual  1 y agree upon : 

TRANS. MEMO NO. 
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( 1 )  by s u b m i t t i n g  t o  A.1 .D., w i t h  necessary s u p p o r t i n  
documentat ion as p r e s c r i b e d  i n  P r o j e c t  Imp1 ementat ion L e t t e r s ,  (A ! 
reques ts  f o r  re imbursement f o r  such goods o r  s e r v i c e s ,  o r ,  ( 0 )  reques ts  
f o r  A.I.D. t o  p rocure  commodit ies o r  s e r v i c e s  i n  Grantee 's  b e h a l f  f o r  
t h e  P r o j e c t ;  o r ,  

> 
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( 2 )  by r e q u e s t i n g  A.1 .D. t o  i s s u e  L e t t e r s  o f  Commitment f o r  
s p e c i f i e d  amounts (A) t o  one o r  more U.S. banks, s a t i s f a c t o r y  t o  A.I.D., 
commi t t i ng  A.I.D. t o  re imburse  such bank o r  banks f o r  payments made by 
them t o  c o n t r a c t o r s  o r  s u p p l i e r s ,  under L e t t e r s  o f  C r e d i t  o r  o the rw ise ,  
f o r  such goods o r  s e r v i c e s ,  o r  ( 0 )  d i r e c t l y  t o  one o r  more c o n t r a c t o r s  
o r  s u p p l i e r s ,  c o m m i t t i n g  A. I.D. t o  pay such c o n t r a c t o r s  o r  s u p p l i e r s  f o r  
such goods o r  se rv i ces .  

( b )  Bank ing charges i n c u r r e d  by Grantee i n  connec t ion  w i t h  L e t t e r s  
of  Commitment and L e t t e r s  o f  C r e d i t  w i l l  be f i nanced  under t h e  Grant  
un less  Grantee i n s t r u c t s  A.I.D. t o  t h e  c o n t r a r y .  Such o t h e r  charges as 
t h e  P a r t i e s  may agree t o  may a l s o  be f i nanced  under t h e  Grant .  

[SECTION 7 -2 .  Disbursement f o r  Loca l  Currency Costs. 

( a )  A f t e r  s a t i s f a c t i o n  o f  c o n d i t i o n s  precedent,  t h e  Grantee may 
o b t a i n  d isbursements o f  funds under t h e  Grant  f o r  Local Currency Costs 
r e q u i r e d  f o r  t h e  P r o j e c t  i n  accordance w i t h  t h e  terms o f  t h i s  Agreement, 
by  s u b m i t t i n g  t o  A.I.D., w i t h  necessary s u p p o r t i n g  documentat ion as 
p r e s c r i b e d  i n  P r o j e c t  Implementat ion L e t t e r s ,  r e q u e s t s  t o  f inance such 
c o s t s .  

( b )  'The l o c a l  c u r r e n c y  needed fo r  such disbursements may be 
o b t a i n e d  : 

(1) by a c q u i s i t i o n  by  A.I.D. w i t h  U.S. D o l l a r s  by purchase 
[or  from l o c a l  cu r rency  a1 ready  owned by  t h e  U.S. Government3 ; o r  

( 2 )  by A.I.D. (A) r e q u e s t i n g  t h e  Grantee t o  make a v a i l -  
a b l e  t h e  l o c a l  cu r rency  f o r  such cos ts ,  and ( 0 )  t h e r e a f t e r  making 



A r t i c l e  7 : Disbursement (Continued) 

AID HANDBOOK 3 ,  6 ~ - 2  

a v a i l a b l e  t o  t h e  Grantee, through the  opening o r  amendment by A. I .D. 
o f  Special  L e t t e r s  o f  C r e d i t  i n  favo r  o f  t h e  Grantee o r  i t s  designee, 
an amount o f  U.S. D o l l a r s  equ iva lent  t o  the  amount o f  l o c a l  currency 
made a v a i l a b l e  by t h e  Grantee, which d o l l a r s  w i l l  be u t i l i z e d  f o r  
procurement from the  Uni ted States under appropr ia te  procedures 
described i n  P ro jec t  Implementation Le t te rs .  

The U.S. d o l l a r  equ iva lent  o f  the  l o c a l  currency made a v a i l -  
ab le  hereunder w i l l  be, i n  the  case of subsect ion ( b ) ( l )  above, 
the  amount o f  U.S. d o l l a r s  requ i red  by A.1 .D. t o  ob ta in  the  l o c a l  
currency, and i n  the  case o f  subsect ion (b) (2)  above, an amount 
ca l cu la ted  a t  t he  r a t e  o f  exchange s p e c i f i e d  i n  t h e  app l i cab le  
Special  L e t t e r  o f  C r e d i t  Imp1 ementation Memorandum hereunder as o f  
the  date o f  t he  o ening o r  amendment o f  the  app l i cab le  Special  
L e t t e r  o f  C red i t .  7 

TRANS. MEMO NO. 

SECTION 7.3. Other Forms o f  Disbursement. Disbursements 
o f  t he  Grant may a l s o  be made through such o the r  means as t h e  
Par t i es  may agree t o  i n  w r i t i n g .  

3:43 

SECTION 7.4. Rate o f  Exchange. Except as may be more 
s p e c i f i c a l l y  provided under Sect ion 7.2, i f  funds provided under 
the  Grant are in t roduced i n t o  [name o f  country]  by A. I .D. o r  any 
p u b l i c  o r  p r i v a t e  agency f o r  purposes o f  c a r r y i n g  ou t  o b l i g a t i o n s  
o f  A,  I . D .  hereunder, t h e  Grantee w i l l  make such arrangements as 
may be necessary so t h a t  such funds may be converted i n t o  currency 
o f  [name of count ry ]  a t  t h e  h ighest  r a t e  o f  exchange which, a t  t h e  
t ime the  conversion i s  made, i s  n o t  unlawful  i n  [name o f  country] .  

EFFECTIVE DATE 

A r t i c l e  8: Miscellaneous 

PAGE NO. 

September 30, 1982 

SECTION 8.1. Investment Guaranty P ro jec t  Approval. Con- 
s t r u c t i o n  work t o  be f inanced under t h i s  Agreement i s  agreed t o  be 
a p r o j e c t  approved by [name o f  country]  pursuant t o  the  agreement 
between i t  and the  Un i ted  States o f  America on t h e  sub jec t  o f  
investment guarant ies,  and no f u r t h e r  approval by [name o f  country]  
w i l l  be requ i red  t o  permi t  t h e  Uni ted States t o  issue investment 
guarant ies under t h a t  agreement cover ing a c o n t r a c t o r ' s  investment 
i n  t h a t  p r o j e c t .  

6A-2-33 



A r t i c l e  8.1 : Miscel  laneous (Continued) 

SECTION 8.2.  communication^,. Any no t i ce ,  request,  document, 
o r  o t h e r  ~ o ~ u n i c a t i o n  submitted by e i t h e r  Pa r t y  t o  t h e  o the r  under 
t h i s  Agreement w i l l  be i n  w r i t i n g  o r  by telegram o r  cable, and w i l l  
be deemed d u l y  g iven o r  sent when de l  i ve red  t o  such p a r t y  a t  t he  
f o l l  owing addresses : 

AID HANDBOOK 3, App 6A-2 
PAGE NO. 

6 ~ - 2 - 3 4  

To t h e  Grantee: 

Ma i l  Address: 

EFFECTIVE DATE 

September 30, 1982 

A1 t e r n a t e  address f o r  cabl  es: 

TRANS. MEMO NO. 
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Tc A.I.D.: 

Mai l  Address: 

AJ t e r n a t e  address f o r  cabl es : 

A l l  such communications w i l l  be i n E n g l i s h ,  unless t h e  P a r t i e s  
otherwise agree i n  w r i t i n g .  Other addresses may be s u b s t i t u t e d  f o r  
t he  above upon the  g i v i n g  of no t i ce .  The Grantee, i n  a d d i t i o n ,  w i l l  
p rov ide  the  USAID Miss ion  w i t h  a  copy o f  each communication sent  t o  
A. I .D .  

SECTION 8.3. Re resen ta t i ves .  For a1 1  purposes r e l e v a n t  t o  
t h i s  Agreement, the  + Grantee w i l  be represented by the  i n d i v i d u a l  
ho ld ing  o r  a c t i n g  i n  t h e  o f f i c e  of and A.I.D. w i l l  
be represented by t h e  i n d i v i d u a l  ho ld ing  o r  a c t i n g  i n  the  o f f i c e  o f  

, each o f  whom, by w r i t t e n  no t ice ,  may designate 
a d d i t i o n a l  rep resen ta t i ves  f o r  a l l  purposes o the r  than e x e r c i s i n g  . . 
the  power under Sect ion 2.1 t o  r e v i s e  elements of t he  ampl i f ied  - 

d e s c r i p t i o n  i n  Annex 1. The names of t he  representa t ives  of t h e  
Grantee, w i t h  specimen signatures., w i l l  be prov ided t o  A. I .D., which 
may accept as d u l y  au tho r i zed  any inst rument  signed by such repre-  
sen ta t i ves  i n  imp1 ementation o f  t h i s  Agreement, u n t i l  r e c e i p t  of 
w r i t t e n  n o t i c e  of revoca t i on  of t h e i r  a u t h o r i t y .  

SECTION 8.4. Standard Prov is ions  Annex. A "P ro jec t  Grant 
Standard Prov is ions  Annex" (Annex 2) i s  at tached t o  and forms p a r t  
o f  t h i s  Agreement. 
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3 143 September 30. 1982 

A r t i c l e  8.1 : Miscel laneous (Continued) 

SECTION 8.5 ,  Lanquaqe o f  Aqreement. This Agreement i s  prepared i n  
both Eng l ish  and [French, Spanish, etc. ] .  I n  the  eve!lt o f  ambigui ty  o r  
conf l  i c t  between the  two vers ions,  t h e  Engl i s h  Language vers ion  w i l l  
c o n t r o l  .] 

I N  WITNESS WHEREOF, the  Grantee and the  Un i ted  States of America, 
each a c t i n g  through i t s  d u l y  author ized representa t ive ,  have caused t h i s  
Agreement t o  be signed i n  t h e i r  names and de l i ve red  as o f  t h e  day and 
year f i r s t  above w r i t t e n .  

[NAME OF COUNTRY OR 

GRANTEE] 

By: 

T i t l e :  

UNITED STATES OF AMERICA 

By: 

T i t l e :  



ANNEX 1 

Amplified Description of the Project 

PAGE NO. 
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EFFECTIVE D A T E  

September 30, 1982 AID HANDBOOK 3, App 6A- 2 
TRANS. M E M O  NO. 
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P r o j e c t  Grant Standard 

PAGE NO. 

6A-2-3; 

Prov is ions  Annex 

D e f i n i t i o n s :  As used i n  t h i s  Annex, t he  "Agreement" r e f e r s  t o  t h e  
P r o j e c t  Grant Agreement t o  which t h i s  Annex i s  at tached and of which 
t h i s  Annex forms a  p a r t .  Ternis used 'in t h i s  Annex have t h e  same 
meaning o r  re fe rence as i n  t h e  Agreement. 

- 

A r t i c l e  A: P r o j e c t  Implementat ion L e t t e r s  

EFFECTIVE DATE = 

i e? tcgber  33, 1982 

To a s s i s t  Grantee i n  t he  implementat ion o f  t h e  P ro jec t ,  A.I.D., from 
t ime t o  t ime, w i l l  i ssue P r o j e c t  Implementat ion L e t t e r s  t h a t  w i l l  
f u r n i s h  a d d i t i o n a l  i n fo rma t ion  about mat te rs  s ta ted  i n  t h i s  Agreement. 
The p a r t i e s  may a l s o  use j o i n t l y  agreed-upon P r o j e c t  Implementat ion 
L e t t e r s  t o  con f i rm  and reco rd  t h e i r  mutual understanding on aspects 
o f  t h e  implementat ion o f  t h i s  Agreement. P r o j e c t  Implementation 
L e t t e r s  w i l l  no t  be used t o  amend t h e  t e x t  o f  t he  Agreement, bu t  can 
be used t o  record  r e v i s i o n s  o r  except ions which are  permi t ted  by the  
Agreement, i n c l u d i n g  t h e  r e v i s i o n  o f  elements o f  t he  a m p l i f i e d  
d e s c r i p t i o n  of t he  P r o j e c t  i n  Annex 1. 

A r t i c l  e  B : General Covenants 

TRANS. MEMO NO. 
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SECTION B.1. Consu l ta t ion .  The P a r t i e s  w i l l  cooperate t o  assure 
t h a t  the  purpose o f  t h i s  Agreement w i l l  be accomplished. To t h i s  end, 
t he  Par t i es ,  a t  t he  request  o f  e i t h e r ,  w i l l  exchange views on t h e  
progress o f  t he  P ro jec t ,  t h e  performance o f  o b l i g a t i o n s  under t h i s  
Agreement, t he  performance o f  any consu l tan ts ,  con t rac to rs ,  o r  
supp l i e rs  engaged on t h e  P ro jec t ,  and o t h e r  mat te rs  r e l a t i n g  t o  t h e  
P ro jec t .  

AID HANDBOOK 3, 6 ~ - 2  

SECTION 8.2. Execut ion of P ro jec t .  The Grantee w i l l :  

(a)  c a r r y  o u t  t h e  P r o j e c t  o r  cause i t  t o  be c a r r i e d  o u t  w i t h  
due d i l i g e n c e  and e f f i c i e n c y ,  i n  conformi ty  w i t h  sound techn ica l ,  
f i n a n c i a l  , and management p rac t ices ,  and i n  conformi ty  w i t h  those 
documents, plans, spec i f i ca t i ons ,  cont rac ts ,  schedul es o r  o the r  
arrangements, and w i t h  any mod i f i ca t i ons  there in ,  approved by A.I.D. 
pursuant t o  t h i s  Agreement; and 

(b)  p rov ide  qua1 if i ed and experienced management f o r ,  and 
t r a i n  such s ta f f  as may be app rop r ia te  fo r  t h e  maintenance and 
ope ra t i on  o f  t h e  Pro jec t ,  and, as app l i cab le  f o r  c c n t i n u i n g  
a c t i v i t i e s ,  cause the  P r o j e c t  t o  be operated and mainta ined i n  such 
manner as t o  assure the  con t i nu ing  and successful achievement o f  
the  purposes o f  t he  P ro jec t .  

ANNEX 2 



SECTION B.5. 
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A r t i c l  e  B: General Covenants (Continued) 

SECTION B.3. U t i l i z a t i o n  o f  Goods and Services. 

TRANS. MEMO NO. 
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(a )  Any resources f inanced under t h e  Grant w i l l ,  un less o the r -  
wise agreed i n  w r i t i n g  by A.I.D., be devoted t o  t h e  P r o j e c t  u n t i l  
t h e  c o ~ p l e t i o n  o f  t h e  P ro jec t ,  and t h e r e a f t e r  w i l l  be used so as t o  
f u r t h e r  t h e  o b j e c t i v e s  sought i n  c a r r y i n g  o u t  t h e  P r o j e c t .  

(b )  Goods o r  serv ices  f inanced under t h e  Grant, except as 
A. I .D .  may o therwise  agree i n  w r i t i n g ,  w i l l  n o t  be used t o  promote 
o r  a s s i s t  a  f o r e i g n  a i d  p r o j e c t  o r  a c t i v i t y  associated w i t h  o r  
f inanced by a  coun t r y  n o t  inc luded i n  Code 935 o f  t h e  A.I.D. Geo- 
graphic Code Book as i n  e f f e c t  a t  t h e  t ime o f  such use. [see HB 18.1 

EFFECTIVE DATE 

September 30,  1982 

SECTION B.4. Taxat ion. 

PAGE NO. 
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(a)  This  Agreement and t h e  Grant w i l l  be f r e e  from any t a x a t i o n  
o r  fees imposed under laws i n  e f f e c t  i n  t h e  t e r r i t o r y  o f  t h e  Grantee. 

(b) To t h e  ex ten t  t h a t  (1 ) any con t rac to r ,  i n c l u d i n g  any con- 
su l  t i n g  f i r m ,  any personnel o f  such c o n t r a c t o r  f inanced under t h e  
Grant, and ahy p rope r t y  o r  t r a n s a c t i o n  r e l a t i r i g  t o  such c o n t r a c t s  
and (2) any comnodity procurement t r a n s a c t i o n  f inanced under t h e  
Grant, a r e  n o t  exempt from i d e n t i f i a b l e  taxes, t a r i f f s ,  d u t i e s  
o r  o the r  l e v i e s  imposed under laws i n  e f f e c t  i n  t h e  t e r r i t o r y  of 
t h e  Grantee, t h e  Grantee w i l l ,  as and t o  t h e  ex ten t  provid,ed i n  and 
pursuant t o  P r o j e c t  Implementat ion Le t te rs ,  pay o r  reimburse t h e  
same w i t h  funds o t h e r  than those prov ided under the  Grant.  

Reports, Records, Inspect ions,  Aud i t .  

The Grantee w i  11 : 

(a)  f u r n i s h  A.I.D. such i n fo rma t ion  and r e p o r t s  r e l a t i n g  t o  
t h e  P r o j e c t  and t o  t h i s  Agreement as A.1 .D. may reasonably request;  

(b)  ma in ta in  o r  cause t o  be maintained, i n  accordance w i t h  
genera l l y  accepted account ing p r i n c i p l e s  and p r a c t i c e s  c o n s i s t e n t l y  
appl led,  books and records r e l a t i n g  t o  t h e  P r o j e c t  and t o  t h i s  
Agreement, adequate t o  show, w i thou t  1  i m i t a t i o n ,  t h e  r e c e i p t  and 
use of goods and serv ices  acqu i red  under the  Grant. Such books 
and records w i  11 be audi ted r e g u l a r l y  , i n  accordance w i t h  general 1  y 
accepted a u d i t i n g  standards, and main ta ined f o r  t h ree  years  a f t e r  
t h e  date o f  l a s t  disbursement by A.I.D. ; such books and records  w i l l  
a1 so be adequate t o  show the  na tu re  and ex ten t  of so l  i c i t a t i o r i s  o f  
p rospect ive  suppl i ers  o f  goods and se rv i ces  acquired, the  b a s i f  o f  
award o f  con t rac ts  and orders, and the  o v e r a l l  progress o f  t h e  
Project toward c m p l e t i o n ;  and 



A r t i c l e  B: General Covenants (Cont inued)  

( c )  a f f o r d  a u t h o r i z e d  r e p r e s e n t a t i v e s  o f  a  P a r t y  t h e  o p p o r t u n i t y  
a t  a l l  reasonable t imes  t o  i n s p e c t  t h e  P r o j e c t ,  t h e  u t i l i z a t i o n  o f  
goods and se rv i ces  f i nanced  by such Par ty ,  and books, records ,  and 
o t h e r  documents r e l a t i n g  t o  t h e  P r o j e c t  and t h e  Grant.  
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SECTION 8.6. Completeness o f  I n fo rma t i on .  The Grantee conf i rms:  

( a )  t h a t  t h e  f a c t s  and c i rcumstances o f  which i t  has informed 
A.I.D., o r  cause A.I.D. t o  be informed, i n  t h e  course of  r each ing  
agreement w i t h  A.I.D. on t h e  Grant,  a r e  accu ra te  and complete,  and 
i n c l u d e  a l l  f a c t s  and c i rcumstances t h a t  m i g h t  m a t e r i a l l y  a f f e c t  
t h e  P r o j e c t  and t h e  d i scha rge  o f  r e s p o n s i b i l i t i e s  under t h i s  
Agreement; 

EFFECTIVE DATE 

Se~ternber  39, 1982 

(b )  t h a t  i t  w i l l  i n f o r m  A.I.D. i n  t i m e l y  fash ion of any sub- 
sequent f a c t s  and c i rcumstances t h a t  m igh t  m a t e r i a l l y  a f f ec t ,  o r  
t h a t  i t  i s  reasonable t o  b e l i e v e  m igh t  so a f f e c t ,  t h e  P r o j e c t  o r  
t h e  d ischarge  o f  r e s p o n s i b i l i t i e s  under  t h i s  Agreement. 
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SECTION 8.7.  Other Payments. Grantee a f f i r m s  t h a t  no payments 
have been o r  w i l l  be rece i ved  by any o f f i c i a l  of t h e  Grantee i n  
connec t ion  w i t h  t h e  procurement o f  goods o r  s e r v i c e s  f i nanced  under  
t h e  Grant,  e x c e p b f e e s ,  taxes,  o r  s i m i l a r  payments l e g a l l y  e s t a b l i s h e d  
i n  t h e  c o u n t r y  o f  t h e  Grantee. 

SECTION B.8. I n fo rma t i on  and Marking. The Grantee w i l l  g i v e  
a p p r o p r i a t e  p u b l i c i t y  t o  t h e  Grant  ans t h e  P r o j e c t  as a program t o  
which t h e  Un i t ed  S ta tes  has c o n t r i b u t e d ,  i d e n t i f y  t h e  P r o j e c t  s i t e ,  
and mark goods f i nanced  by A. I .D., as descr ibed  i n  P r o j e c t  Imple-  
men ta t i on  L e t t e r s .  

A r t i c l  e  C: Procurement P r o v i  s ions  

SECTION C.1. Spec ia l  Rules. 

( a )  The source and o r i g i n  o f  ocean and a i r  sh ipp ing  w i l l  be 
deemed t o  be t h e  ocean v e s s e l ' s  o r  a i r c r a f t ' s  c o u n t r y  o f  r e g i s t r y  
a t  t h e  t i m e  o f  shipment. 

(b )  Premiums f o r  mar ine  insurance  p laced i n  t h e  t e r r i t o r y  o f  
t h e  Grantee w i l l  be deemed an e l i g i b l e  Fore ign  Exchanse Cost,  i f  
o the rw i se  e l i g i b l e  under Sec t i on  C.7(a). 

( c )  Any motor  v e h i c l e s  f inanced under t h e  Gran t  w i l l  be of  
Un i t ed  S ta tes  manufacture,  except  as A. I .D. may o the rw i se  agree 
i n  w r i t i n g .  



A r t i c l e  C: Procurement Prov is ions  (Continued) 
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(d)  Transpor ta t ion  by a i r ,  f inanced under t h e  Grant, of p rope r t y  
o r  persons, w i l l  be on c a r r i e r s  ho ld ing  Un i ted  States c e r t i f i c a t i o n ,  
t o  t he  ex ten t  s e r v i c e  by such c a r r i e r s  i s  a v a i l a b l e .  D e t a i l s  on t h i s  
requirement w i l l  be descr ibed i n  a  P r o j e c t  Implementat ion L e t t e r .  

SECTION C.2. E l i g i b i l i t y  Date. No goods o r  serv ices  may be 
f inanced under t h e  Grant which a r e  procured pursuant t o  o rders  o r  
c o n t r a c t s  f i r m l y  p laced o r  entered i n t o  p r i o r  t o  t h e  da te  o f  t h i s  
Agreement, except as t h e  P a r t i e s  may o therwise  agree i n  w r i t i n g .  

TRANS. MEMO NO. 
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SECTION C.3. Plans, Spec i f i ca t i ons ,  and Contracts.  I n  o rde r  
f o r  t h e r e  t o  be mutual agreement on the  f o l l o w i n g  mat ters,  and except 
as t h e  P a r t i e s  may otherwise agree i n  w r i t i n g :  

- 

EFFECTIVE DATE 

September 30. 1982 

( a )  The Grantee w i l l  f u r n i s h  t o  A.I.D. upon prepara t ion ,  

PAGE NO. 
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(1 ) any plans, s p e c i f i c a t i o n s ,  procurement o r  c o n s t r u c t i o n  
schedules, cont rac ts ,  o r  o t h e r  docunientation r e l a t i n g  t o  goods o r  
serv ices  t o  be f inanced under the  Grant, i n c l u d i n g  documentation 
r e l a t i n g  t o  t h e  prequal i f i c a t i o n  and s e l e c t i o n  o f  c o n t r a c t o r s  and t o  
the  so l  i c i t a t i o n  o f  b i d s  and proposals. M a t e r i a l  m o d i f i c a t i o n s  i n  
such documentation w i l l  1 i kewi se by furn ished A. I .D. on prepara t ion ;  

(2 )  such documentation w i l l  a l s o  be fu rn i shed  t o  A.I.D., 
upon preparat ion,  r e l a t i n g  t o  any goods o r  serv ices ,  which, though 
n o t  f inanced under t h e  Grant, a re  deemed by A.I.D. t o  be of major  
importance t o  t h e  P ro jec t .  Aspects o f  t h e  P r o j e c t  i n v o l v i n g  ma t te rs  
under t h i s  subsect ion (a ) (2 )  w i l l  be i d e n t i f i e d  i n  P r o j e c t  Imple- 
mentat ion L e t t e r s ;  

(b )  Documents re1  ated t o  t h e  prequal if i c a t i o n  o f  con t rac to rs ,  
and t o  the  s o l i c i t a t i o n  o f  b i d s  o r  proposals f o r  goods and se rv i ces  
f inanced under the  Grant w i l l  be approved by A.1 .D. i n  w r i t i n g  p r i o r  
t o  t h e i r  issuance, and t h e i r  terms w i l l  i nc lude  Un i ted  Sta tes  
standards and measurements; 

( c )  Contracts and con t rac to rs  f inanced under the  Grant f o r  
engineer ing and o t h e r  profess ional  serv ices,  f o r  c o n s t r u c t i o n  serv-  
i ces ,  and f o r  such o t h e r  serv ices,  equipment o r  m a t e r i a l s  as may be 
s p e c i f i e d  i n  P r o j e c t  Implementat ion Le t te rs ,  w i l l  be approved by 
A.I.D. i n  w r i t i n g  p r i o r  t o  execut ion  o f  t h e  con t rac t .  M a t e r i a l  
mod i f i ca t ions  i n  such c o n t r a c t s  w i l l  a l s o  be approved i n  w r i t i n g  
by A.I.D. p r i o r  t o  execut ion; and 



Article C: Procurement Provisions (Continued) 

(d) Consulting firms used by the Grantee for the Project 
but not financed under the Grant, the scope of their services and 
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EFFECTIVE DATE 

September 30, 1982 

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

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

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

SECTION C.6. Shipping. 

(a) Goods which are to be transported to the territory of 
the Grantee may not be financed under the Grant if transported 
either: (1) on an ocean vessel or aircraft under the flag of a 
country which is not included in A.I.D. Geographic Code 935 as in 
effect at the time of shipment, or (2) on an ocean vessel which 
A.I.D., by written notice to the Grantee has designated as 
ineligible; or (3) under an ocean or air charter which has not 
received prior A.I.D. approval. 

(b) Costs of ocean or air transportation (of goods or 
persons) and related delivery services may not be financed under the 
Grant, if such goods or persons are carried: (1) on an ocean 
vessel under the flag of a country not, at the time of shipment, 
identified under the paragraph of the Agreement entitled 
"Procurement Source: Foreign Exchange Costs," without prior written 
A.I.D. approval or on a non-U.S. flag air carrier if a U.S. flag 
carrier is available (in accordance with criteria which may be 
contained in Project Implementation Letters) without prior written 
A.I.D. approval: or (2) on an ocean vessel which A.I.D., by written 
notice to the Grantee, has designated as ineligible; or (3) under 
an ocean vessel or air charter which has not received prior A.I.D. 
approval. 

(c) Unless A.I.D. determines that privately owned United 
States-flag commercial ocean vessels are not available at fair and 
reasonable rates for such vessels, (1) at least fifty percent (50%) 
of the gross tonnage of all goods (computed separately for dry bulk 
carriers, dry cargo liners and tankers) financed by A.I.D. which may 
be transported on ocean vessels will be transported on privately 
owned United States-flag commercial vessels, and (2) at least fifty 
percent (50%) of the gross freight revenue generated by 



Article C: Procurement Provisions (Continued) 
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all shipments financed by A.I.D. and transported to the territory of 
the Grantee on dry cargo liners shall be paid to or for the benefit 
of privately owned United States-flag commercial vessels. 
Compliance with the requirements of (1) and (2) of this sub-section 
must be achieved with respect to both any cargo transported from 
U.S. ports and any cargo transported from non-U.S. ports, computed 
separately. 

SECTION C.7. Insurance. 

TRANS. M E M O  NO. 
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(a) Marine insurance on goods financed by A.I.D. which are 
to be transported to the territory of the Grantee may be financed as 
a Foreign Exchange Cost under this Agreement provided (1) such 
insurance is placed at the lowest available competitive rate, and 
(2) claims thereunder are payable in U.S. dollars or, as A.I.D. may 
agree in writing, in the currency in which such goods were financed 
or in any freely convertible currency. If the Grantee (or 
government of Grantee), by statute, decree, rule, regulation, or 
practice discriminates with respect to A.1.D.-financed procurement 
against any marine insurance company authorized to do business in 
any State of the United States, then all goods shipped to the 
territory of the Grantee financed by A.I.D. hereunder will be 
insured against marine risks and such insurance will be placed in 
the United States with a company or companies authorized to do a 
marine insurance business in a State of the United States. 

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

EFFECTIVE D A T E  

September 30, 1982 

SECTION C.8. U.S. Government-Owned Excess Property. The 
Grantee agrees that wherever practicable, United States 
Government-owned excess personal property, in lieu of new items 
financed under the Grant, should be utilized. Funds under the Grant 
may be used to finance the costs of obtaining such property for the 
Project . 
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A r t i c l e  D: Terminat ion; Remedies. 

> 

SECTION D. 1. Terminat ion. E i t h e r  Par ty  may te rminate  t h i s  Agree- 
ment by g i v i n g  the  o ther  Par t y  30 days w r i t t e n  no t i ce ,  Terminat ion o f  
t h i s  Agreement w i l l  te rminate  any obl i g a t i o n s  o f  t he  Par t i es  t o  prov ide  
f i n a n c i a l  o r  o ther  resources t o  the  P r o j e c t  pursuant t o  t h i s  Agreement, 
except f o r  payment which they  a re  comnit ted t o  make pursuant t o  noncan- 
c e l l a b l e  commitments entered I n t o  w i t h  t h i r d  p a r t i e s  p r i o r  t o  the  
te rm ina t ion  o f  t h i s  Agreement. I n  add i t i on ,  upon such te rm ina t ion  
A.I.D. may, a t  A.I.D.'s expense, d i r e c t  t h a t  t i t l e  t o  goods f inanced 
under t h e  Grant be t r a n s f e r r e d  t o  A. I .D. if t h e  goods a re  from a source 
ou ts ide  Grantee's country,  a re  i n  a  d e l i v e r a b l e  s t a t e  and have n o t  been 
offloaded i n  p o r t s  o f  e n t r y  o f  Grantee's country.  

SECTION 0.2. Refunds. 

AID HANDBOOK 3, 6 ~ -  2 

(a )  I n  the  case o f  any disbursement which i s  no t  supported by 
v a l i d  documentation i n  accordance w i t h  t h i s  Agreement, o r  which i s  no t  
made o r  used i n  accordance w i t h  t h i s  Agreement, o r  which was f o r  goods 
o r  serv ices  no t  used i n  accordance w i t h  t h i s  Agreement, A.I.D., no t -  
w i ths tand ing t h e  a v a i l  ab i  1  i ty  o r  exerc ise  o f  any o the r  remedies under 
t h i s  Agreement, may r e q u i r e  the  Grantee t o  re fund the  amount o f  such 
disbursement i n  U.S. D o l l a r s  t o  A . I . D .  w i t h i n  s i x t y  (60) days a f t e r  
r e c e i p t  o f  a  request  there for .  

TRANS. MEMO NO. 
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(b) If t h e  f a i l u r e  of Grantee t o  comply w i t h  any o f  i t s  o b l i g a t i o n s  
under t h i s  Agreement has t h e  r e s u l t  t h a t  goods o r  serv ices  f inanced 
under t h e  Grant a re  n o t  used e f f e c t i v e l y  i n  accordance w i t h  t h i s  Agree- 
ment, A.I.D. may r e q u i r e  t h e  Grantee t o  re fund a l l  o r  any p a r t  o f  t he  
amount o f  t he  disbursements under t h i s  Agreement f o r  such goods o r  
serv ices  i n  U.S. Do l l a rs  t o  A.I.D. w i t h i n  s i x t y  days a f t e r  r e c e i p t  o f  
a  request  the re fo r .  

EFFECTIVE DATE 
September 30, 1982 

( c )  The r i g h t  under subsect ion (a)  o r  ( b )  t o  r e q u i r e  a  re fund o f  
a  disbursement w i  11 cont inue, notwi thstanding any o the r  p r o v i s i o n  o f  
t h i s  Agreement, f o r  t h ree  years from t h e  date o f  the  l a s t  disbursement 
under t h i s  Agreement. 

(d )  (1 ) Any re fund under subsect ion (a)  o r  (b ) ,  o r  (2)  any 
re fund t o  A. I.D. from a cont rac tor ,  suppi i e r ,  bank o r  o the r  t h i r d  
p a r t y  w i t h  respect  t o  goods o r  serv ices  financed under t h e  Grant, 
which refund r e l a t e s  t o  an unreasonable p r i c e  f o r  o r  erroneous i n v o i c i n g  
of  goods o r  serv ices,  o r  t o  goods t h a t  d i d  n o t  conform t o  spec i f i ca t i ons ,  
o r  t o  serv ices  t h a t  were inadequate, w i l l  (A) be made a v a i l a b l e  f i r s t  
f o r  t he  cos t  of goods and serv ices  requ i red  f o r  the  P ro jec t ,  t o  the  
ex ten t  j u s t i f i e d ,  and (B) t h e  remainder, i f  any, w i l l  be app l i ed  t o  
reduce t h e  amount o f  t h e  Grant. 
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(e )  Any i n t e r e s t  o r  o t h e r  earnings on Grant funds d isbursed by A. I .D. t o  
the  Grantee under t h l s  Agreement p r i o r  t o  t he  au thor ized use o f  such funds f o r  
t h e  P r o j e c t  w i l l  be re turned t o  A.I.D. i n  U.S. D o l l a r s  by t h e  Grantee. 

EFFECTIVE DATE 
September 30, 1982 1 61ec1- t8. 

SECTION D.3. Nonwalver o f  Remedies. No de lay  i n  exe rc i s ing  any r i g h t  o r  
remedy accru ing  t o  a Pa r t y  i n  connect ion w i t h  I t s  f l n a n c i n g  under t h i s  Agree- 
ment w i l l  be construed as a waiver  o f  such r l g h t  o r  remedy. 

SECTION 0.4. Assi  nment. The Grantee agrees, upon request,  t o  execute 
-7- an assignment t o  A. I .D .  o any cause o f  a c t i o n  which may accrue t o  t h e  

Grantee i n  connect ion w i t h  o r  a r i s i n g  o u t  o f  t h e  con t rac tua l  performance o r  
breach o f  performance by a p a r t y  t o  a d i r e c t  U.S. D o l l a r  c o n t r a c t  w i t h  A.I.D. 
f inanced i n  whole o r  i n  p a r t  o u t  o f  funds granted by A. I .D. under t h i s  
Agreement. 
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SECTION 2.1 D e f i n i t i o n  of P r o j e c t  

EFFECTIVE DATE 
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Combined Loan and Gran t  P r o j e c t  S tandard  
P r o v i s i o n s  Annex 
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Loan and Grant  Aereement 
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Dated 

Between 

[ i n s e r t  name of c o u n t r y ]  ( "Coopera t ing  Country")  

And 

The Uni ted S t a t e s  of America, a c t i n g  th rough  t h e  

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

A r t i c l e  1: The Agreement 

The purpose  of t h i s  Agreement i s  t o  s e t  o u t  t h e  u n d e r s t a n d i n g s  

i (CI/ of t h e  p a r t i e s  named above ( " P a r t i e s " )  w i t h  r e s p e c t  t o  t h e  u n d e r t a k i n g  
t 

i by t h e  Coopera t ing  Country of t h e  P r o j e c t  d e s c r i b e d  h e r e i n ,  and w i t h  
i 

r e s p e c t  t o  t h e  f i n a n c i n g  of t h e  P r o j e c t  by t h e  P a r t i e s .  



A r t i c l e  2: The P r o j e c t  

SECTION 2.1. D e f i n i t i o n  of P r o j e c t .  The P r o j e c t ,  which i s  

f u r t h e r  de sc r i bed  i n  Annex 1,  w i l l  c o n s i s t  of . 
Annex 1 ,  a t t a c h e d ,  a m p l i f i e s  t h e  d e f i n i t i o n  of t h e  P r o j e c t  con t a ined  

PAGE NO. 
f ~ A - 3 - ~  

i n  t h i s  S e c t i o n  2.1. Within  t h e  l i m i t s  of 

TRANS. MEMO NO. 

3:43 
EFFECTIVE DATE 

Septeqbzr 30, 1382 

t h e  d e f i n i t i o n  of t h e  P r o j e c t  i n  t h i s  S e c t i o n  2.1, e lements  of t h e  
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a m p l i f i e d  d e s c r i p t i o n  s t a t e d  i n  Annex 1  may be changed by w r i t t e n  

agreement of t h e  a u t h o r i z e d  r e p r e s e n t a t i v e s  of t h e  P a r t i e s  named 

i n  S e c t i o n  9 . 3 ,  without  fo rmal  amendment of t h i s  Agreement. [Annex 1 

i d e n t i f i e s  t hose  e lements  of t h e  P r o j e c t  f o r  which Gran t  f i n a n c i n g  w i l l  

be employed, and t hose  f o r  which Loan f i n a n c i n g  w i l l  be employed.] 

/yf p r o j e c t  i s  i nc r emen ta l l y  funded, i n s e r t  S e c t i o n  2 .27  - - 
[SECTION 2.2. I nc r emen ta l  Nature of P r o j e c t .  

( a )  A . I . D . ' s  c o n t r i b u t i o n  t o  t h e  P r o j e c t  w i l l  be provided i n  

inc rements ,  t h e  i n i t i a l  one being rrade a v a i l a b l e  i n  accordance  w i t h  

S e c t i o n  3.1 of t h i s  agreement.  Subsequent inc rements  w i l l  be s u b j e c t  

t o  a v a i l a b i l i t y  of funds t o  A.I .D.  f o r  t h i s  purpose,  and t o  mutual  

agreement of t h e  P a r t i e s ,  a t  t h e  time of a subsequent  increment ,  t o  proceed. 

( b )  Within  t h e  o v e r a l l  P r o j e c t  A s s i s t a n c e  Completion Date  s t a t e d  

i n  t h i s  Agreement, A. I .D . ,  based upon c o n s u l t a t i o n  w i t h  t h e  Coopera t ing  

Country ,  may s p e c i f y  i n  P r o j e c t  Implementat ion L e t t e r s  a p p r o p r i a t e  t ime 

p e r i o d s  f o r  t h e  u t i l i z a t i o n  of funds provided by A.I .D.  under  an  i n d i -  

v i d u a l  increment . ]  



A r t i c l e  3: Financ ing  

SECTION 3.1. The Grant ;  The Loan. To a s s i s t  t h e  Coopera t ing  Country 

AID HANDBOOK 3,  ~ p p  6 ~ - 3  

t o  meet t h e  c o s t s  of c a r r y i n g  o u t  t h e  p r o j e c t ,  A . I .D .  pursuan t  t o  t h e  

Fore ign  A s s i s t a n c e  Act of 1961, a s  amended, a g r e e s  t o  g r a n t  t h e  Coopera t ing  

TRANS. MEMO NO. 

3:43 

Country under t h e  t e r n s  o f t h i s  Agreement n o t  t o  exceed 

Uni ted S t a t e s  ("U.S.") D o l l a r s  ( $  ) ( "Gran t" )  and  t o  l end  t h e  

EFFECTIVE DATE 

September 53, 1382 

Coopera t ing  Country under  t h e  terms of t h i s  Agreement no t  t o  exceed 

PAGE NO. 
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U.S. D o l l a r s  ( $  ) ("Loan"). The agg rega t e  amount of 

d i sbursements  under  t h e  Loan i s  r e f e r r e d  t o  a s  " P r i n c i p a l . "  The 

Loan and t h e  Grant t o g e t h e r  a r e  r e f e r r e d  t o  a s  t h e  "Ass i s tance" .  

[ I n  p r e p a r i n g  Agreement, s e l e c t  o r  modify #1,  #2,  o r  $3 fo l l owing  a s  

a p p r o p r i a t e ] :  

1 The A s s i s t a n c e  m y  be used on ly  t o  f i n a n c e  f o r e i g n  exchange 

c o s t s ,  a s  d e f i n e d  i n  S e c t i o n  7 .1 ,  of goods and s e r v i c e s  r e q u i r e d  f o r  - 
t h e  P r o j e c t . ]  

[#2: The A s s i s t a n c e  may be used t o  f i n a n c e  f o r e i g n  exchange 

c o s t s ,  a s  d e f i n e d  i n  S e c t i o n  7.1, and l o c a l  cu r r ency  c o s t s ,  a s  de f i ned  

i n  S e c t i o n  7.2, of goods and s e r v i c e s  r equ i r ed  f o r  t h e  P r o j e c t . ]  

[83: The A s s i s t a n c e  may be used t o  f i n a n c e  f o r e i g n  exchange c o s t s ,  

a s  de f i ned  i n  S e c t i o n  7.1, and l o c a l  cur rency  c o s t s ,  a s  d e f i n e d  i n  

S e c t i o n  7.2, of goods and s e r v i c e s  r e q u i r e d  f o r  t h e  P r o j e c t ,  excep t  t h a t ,  

u n l e s s  t h e  P a r t i e s  o the rw i se  a g r e e  i n  w r i t i n g ,  Loca l  Currency Cos t s  

f i nanced  under  t h e  A s s i s t a n c e  w i l l  n o t  exceed t h e  e q u i v a l e n t  of 

U.S. D o l l a r s  ( $  1- 1 

[Any o t h e r  p e r t i n e n t  i n s t r u c t i o n ,  e.g. ,  t h a t  g r a n t  funds  may be 
- 

used on ly  t o  finencz fsreign exchange c o s t s ,  may b e  s t a t e d  h e r e . /  



SECTION 3 . 2 .  Cooperating Country Resources f o r  t h e  P ro j ec t .  

( a )  The Cooperating Country agrees  t o  provide o r  cause t o  be provided 

f o r  t h e  P r o j e c t  a l l  funds,  i n  a d d i t i o n  t o  t h e  Ass is tance ,  and a l l  o t h e r  

resources  requi red  t o  c a r r y  out  t he  P ro j ec t  e f f e c t i v e l y  and i n  a  t imely 

manne r. 

PAGE NO. 

( b )  The resources  provided by the  Cooperating Country f o r  t h e  

P r o j e c t  w i l l  be not l e s s  than t h e  equiva len t  of U.S. $ 9 

i nc lud ing  c o s t s  borne on a n  "in-kind" bas i s .  

SECTION 3.3. P r o j e c t  Ass i s t ance  Completion Date 

( a )  The "Pro jec t  Ass i s t ance  Completion Date" (PACD), which 

i s  , 19-, o r  such o t h e r  da te  a s  t he  

P a r t i e s  may agree  t o  i n  w r i t i n g ,  i s  t h e  da t e  by which t h e  P a r t i e s  

e s t i m a t e  t ha t  a l l  s e r v i c e s  f inanced under t h e  Ass is tance  w i l l  have 

been performed and a l l  goods f inanced under t h e  Ass is tance  w i l l  have 

been fu rn i shed  f o r  the  P r o j e c t  as  contemplated i n  t h i s  Agreement. 

EFFECTIVE DATE 

(b) Except a s  A. I .D .  may otherwise agree  i n  w r i t i n g ,  A . I . D .  w i l l  

not  i s s u e  o r  approve documentation which would au tho r i ze  disbursement 

of t h e  Ass is tance  f o r  s e r v i c e s  performed subsequent t o  t h e  PXCD o r  f o r  
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goods f u r n i s h e d  f o r  t h e  P r o j e c t ,  a s  contemplated i n  t h i s  Agreement, 

subsequen t  t o  t h e  PACD. 

( c )  Reques t s  f o r  d i sbursement ,  accompanied by n e c e s s a r y  s u p p o r t i n g  

documenta t ion  p r e s c r i b e d  i n  P r o j e c t  Implementat ion L e t t e r s ,  a r e  t o  be 

r e c e i v e d  by A. I .D .  o r  any bank d e s c r i b e d  i n  S e c t i o n  8.1 no l a t e r  t h a n  

n i n e  (9 )  months f o l l o w i n g  t h e  PACD, o r  such  o t h e r  p e r i o d  a s  A. I .D .  

a g r e e s  t o  i n  w r i t i n g .  .After such  p e r i o d ,  A . I . D . ,  g i v i n g  n o t i c e  i n  w r i t i n g  

t o  t h e  Coopera t ing  Country ,  may a t  any t ime o r  t i m e s  r e d u c e  t h e  amount 

AID HANDBOOK 3 ,  App 6A- 3 

of  t h e  A s s i s t a n c e  by a l l  o r  any p a r t  t h e r e o f  f o r  which r e q u e s t s  f o r  

d i s b u r s e m e n t ,  accompanied by n e c e s s a r y  s u p p o r t i n g  documentat ion p re -  

s c r i b e d  i n  P r o j e c t  Implementat ion L e t t e r s ,  were no t  r e c e i v e d  b e f o r e  t h e  

e x p i r a t i o n  of s a i d  p e r i o d .  

TRANS. MEMO NO. EFFECTIVE DATE 

3 ;43  September 30, 1982 

A r t i c l e  4 :  Loan Terms 

SECTION 4.1. I n t e r e s t .  The Coopera t ing  Country w i l l  pay t o  A.I.D. 

i n t e r e s t  which w i l l  a c c r u e  a t  t h e  r a t e  of two p e r c e n t  ( 2 % )  p e r  annum 

f o r  t e n  y e a r s  f o l l o w i n g  d a t e  of t h e  f i r s t  d i sbursement  of t h e  Loan 

hereunder  and a t  t h e  r a t e  of t h r e e  p e r c e n t  ( 3%)  p e r  annun t h e r e a f t e r  

on t h e  o u t s t a n d i n g  ba lance  of P r i n c i p a l  and on any due and unpa id  

i n t e r e s t .  I n t e r e s t  on t h e  o u t s t a n d i n g  b a l a n c e  w i l l  a c c r u e  from t h e  

d a t e  ( a s  d e f i n e d  i n  S e c t i o n  8.5) of each r e s p e c t i v e  d i sbursement  of 

t h e  Lcan, and w i l l  be payab le  s e d a n n u a l l y .  The f i r s t  payment of i n t e r e s t  

w i l l  be due and payab le  no l a t e r  t h a n  s i x  ( 6 )  months a f t e r  t h e  f i r s t  

d i sbursement  of t h e  Loan, on a  d a t e  t o  be s p e c i f i e d  by A. I .D .  



SECTION 4.3. A p p l i c a t i o n ,  Currency,  and P l a c e  of Payment. A l l  

payments of i n t e r e s t  and P r i n c i p a l  he reunder  w i l l  be made i n  U.S. 

D o l l a r s  and w i l l  be a p p l i e d  f i r s t  t o  t h e  payment of i n t e r e s t  due and 

t h e n  t o  t h e  repayment of P r i n i p a l .  Except a s  A. I .D .  nay o t h e r w i s e  

s p e c i f i f y  i n  w r i t i n g ,  payments w i l l  be made t o  t h e  C o n t r o l l e r ,  O f f i c e  of 

F i n a n c i a l  Management, Agency f o r  I n t e r n a t i o n a l  Development, Washington,  

D.C., 20523, U.S.A., and w i l l  be deemed made when r e c e i v e d  by t h e  O f f i c e  

of F i n a n c i a l  Management. 

PAGE NO. 

SECTION 4.4. Prepayment. Upon payment of a l l  i n t e r e s t  and any 

r e f u n d s  t h e n  due,  t h e  Coopera t ing  Country may prepay,  w i t h o u t  p e n a l t y ,  

a l l  o r  any p a r t  of t h e  P r i n c i p a l .  Unless  A.I .D.  o t h e m i s e  a g r e e s  

EFFECTIVE DATE 

i n  w r i t i n g ,  any such prepayment w i l l  be a p p l i e d  t o  t h e  i n s t a l l m e n t s  
of  ' r i n c i p a l  i n  t h e  i n v e r s e  o r d e r  o f  t h e i r  m a t u r i t y .  

TRANS. MEMO NO. 6A-3-8 

SECTION 4.2. Repayment. The Coopera t ing  Country w i l l  pay 

t o  A.I .D.  t h e  P r i n c i p a l  w i t h i n  f o r t y  (40) y e a r s  from t h e  d a t e  of 

t h e  f i r s t  d i sbursement  of t h e  Loan i n  s ix ty -one  (61)  approx imate ly  

e q u a l  semi-annual i n s t a l l m e n t s  of P r i n c i p a l  and i n t e r e s t .  The 

f i r s t  i n s t a l l m e n t  of P r i n c i p a l  w i l l  be payab le  n i n e  and one-half  

(9-1/2) y e a r s  a f t e r  t h e  d a t e  on which t h e  f i r s t  i n t e r e s t  payment i s  

due i n  accordance  w i t h  S e c t i o n  4.1. A.1.D. w i l l  p r o v i d e  t h e  

Coopera t ing  Country w i t h  a n  a m o r t i z a t i o n  s c h e d u l e  i n  accordance  w i t h  

t h i s  S e c t i o n  a f t e r  t h e  f i n a l  d i sbursement  under  t h e  Loan. 
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SECTION 4.5. Renego t i a t i on  of Terms. The Coopera t ing  Country 

and A. I .D .  a g r e e  t o  n e g o t i a t e ,  a t  such t ime o r  t imes  a s  e i t h e r  m y  

r e q u e s t ,  a n  a c c e l e r a t i o n  of t h e  repayment of t h e  Loan i n  t h e  even t  t h a t  

AID HANDBOOK 3, App 6 ~ - 3  

$ 

1 t h e r e  i s  any s i g n i f i c a n t  and con t i nu ing  improvement i n  t h e  i n t e r n a l  and 

e x t e r n a l  economic and f i n a n c i a l  p o s i t i o n  and p ro spec t s  of [name of 

c o u n t r y ] ,  which enab l e  t h e  Coopera t ing  Country t o  repay t h e  Loan 

TRANS. MEMO NO. 

3:43  

on a  s h o r t e r  schedule .  

(b) Any r e q u e s t  by e i t h e r  P a r t y  t o  t h e  o t h e r  t o  s o  n e g o t i a t e  

w i l l  be made pursuan t  t o  S e c t i o n  9.2, and w i l l  g i ve  t h e  nane and 

a d d r e s s  of t h e  person o r  persons  who w i l l  r e p r e s e n t  t h e  r e q u e s t i n g  

EFFECTIVE DATE 

September 30, 1982 

P a r t y  i n  such  n e g o t i a t i o n s .  

( c )  Wi th in  t h i r t y  (30)  days  a f t e r  d e l i v e r y  of a  r e q u e s t  t o  

PAGE NO. 
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n e g o t i a t e ,  t h e  reques ted  P a r t y  w i l l  communicate t o  t h e  o t h e r ,  pursuan t  

t o  S e c t i o n  9.2, t h e  nane and a d d r e s s  of t h e  person  o r  pe r sons  who 

w i l l  r e p r e s e n t  t h e  r eq ues t ed  P a r t y  i n  such n e g o t i a t i o n s .  

b 
( d )  The r e p r e s e n t a t i v e s  of t h e  P a r t i e s  w i l l  meet t o  c a r r y  on 

n e g o t i a t i o n s  no l a t e r  t han  t h i r t y  (30)  days  a f t e r  d e l i v e r y  of t h e  

r eques t ed  P a r t y ' s  communication under  sub-sec t ion  ( c ) .  The 

n e g o t i a t i o n s  w i l l  t a k e  p l a c e  a t  a l o c a t i o n  mutua l ly  ag r eed  upon 

by t h e  r e p r e s e n t a t i v e s  of t h e  P a r t i e s ,  provided t h a t ,  i n  t h e  absence  

of mutual agreement,  t h e  n e g o t i a t i o n s  w i l l  t a k e  p l ace  a t  t h e  o f f i c e  

of t h e  Cooperat ing Country ( t i t l e  of M i n i s t e r )  i n  (name of count ry)  



SECTION 4.6. Termina t ion  on F u l l  Payment. Upon payment i n  f u l l  

of t h e  P r i n c i p a l  and any accrued i n t e r e s t ,  t h i s  Agreement and a l l  

o b l i g a t i o n s  of t h e  P a r t i e s  hereunder  w i l l  t e r m i n a t e ,  excep t  w i th  

r e s p e c t  t o  any o b l i g a t i o n s  a r i s i n g  ou t  of t h e  expend i t u r e  of Grantfunds.  

A r t i c l e  5: Condi t ions  Preceden t  t o  Disbursement 

AID HANDBOOK 3 ,  6 ~ - 3  
L 

SECTION 5.1. F i r s t  Disbursement. P r i o r  t o  t h e  f i r s t  d isbursement  

of t h e  A s s i s t a n c e ,  o r  t o  t h e  i s s u a n c e  by A. I .D .  of documentation 

pursuan t  t o  which disbursement  x i 1 1  be made, t h e  Cooperat ing Country 

w i l l ,  excep t  a s  A.I.D. may o the rw i se  ag r ee  i n  w r i t i n g ,  f u r n i s h  t o  

A. I .D .  i n  form and subs t ance  s a t i s f a c t o r y  t o  A . I . D . :  

PAGE NO. 
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( a )  An op in ion  of counse l  a c c e p t a b l e  t o  A . I . D .  t h a t  t h i s  

Agreement has  been duly a u t h o r i z e d  and /or  r a t i f i e d  by, and execu ted  

on behalf  o f ,  t h e  Cooperat ing Country and t h a t  i t  c o n s t i t u t e s  a  

v a l i d  and l e g a l l y  b ind ing  o b l i g a t i o n  of t h e  Coopera t ing  Country 

i n  accordance w i t h  a l l  of i t s  terms; 

EFFECTIV DATE 
septem%er 30, 1982 

( b )  A s t a t emen t  of t h e  names of t h e  persons  ho ld ing  o r  a c t i n g  

i n  t h e  o f f i c e  of t h e  Cooperat ing Country s p e c i f i e d  i n  S e c t i o n  9.3,  

and a  specimen s i g n a t u r e  of each person s p e c i f i e d  i n  such s t a t e n e n t ;  

[ ( c )  An executed c o n t r a c t  f o r  eng inee r i ng  o r  o t h e r  s e r v i c e s  

for t h e  P r o j e c t  a c c e p t a b l e  t o  A.I.D. w i th  a  f i r m  a c c e p t a b l e  t o  A.I.D.] 



[ ( d l  O t h e r  c o n d i t i o n s  t o  be i n s e r t e d  a s  a p p r c p r i a t e ,  e . g . ,  i n c l u d i n g  

f i n a n c i n g  o b l i g a t i o n s  of t h e  C o o p e r a t i n g  C o u n t r y . ]  

TRANS. MEMO NO. 
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SECTIOX 5.2. A d d i t i o n a l  D i s b u r s e n z ~ t .  P r i o r  t o  d i s b u r s e m e n t  of 

t h e  A s s i s t a n c e ,  o r  t h e  i s s u a n c e  by A . I . D .  of d o c u n e n t a t i o n  p u r s u a n t  

t o  which d i s b u r s e m e n t  w i l l  be nade ,  f o r  any pu rpose  o t h e r  t l l an  t o  

f i n a n c e  t h e  [ s e r v i c e s ]  r e f e r r e d  t o  i n  S e c t i o ~  5 . l ( c ) ,  t h e  C o o p e r a t i n g  

Count ry  w i l l ,  e x c e p t  a s  A . I . D .  may o t h e n i s e  s g r e e  i n  w r i t i n g ,  f u r n i s h  

t o  A . I . D .  i n  form and  s u b s t a n c e  s a t i s f a c t o r y  t o  A.I.D.: 

[ ( a )  I n v i t a t i o n s  f o r  b i d s  on r e q u e s t s  f o r  p r c p o s a l s  f o r  p r o c u r e c e n t  c f  

c o n s t r u c t i o n  s e r v i c e s  o r  p r o j e c t  c c : ~ ~ ~ d i t i e s  e s t i x a c e d  t o  e s c e e d  S10C,C00, 

i n c l u d i n g  any  l o c a l  c u r r e n c y  p o r t i o n ,  p r i o r  t o  t h e i r  i s s u a ~ c e ;  

[ ( b )  C o n t r a c t s  f i n a n c e d  u n d e r  t h e  A s s i s t a n c e  i n  e x c e s s  of S 1 0 0 , 0 ~ O ,  

i n c l u d i n g  Grip l o c a l  c u r r e n c v  p o r t i o n ,  p r i o r  t o  t h e i r  e x e c u c i o a  Sy t h e  Caoperat iz .3 

Count ry  ; 

[ ( c )  The e v a l u a t i o n  p r o g r a n  r e f e r r e d  t o  i n  S e c t i o n  6.1.1 

EFFECTIVE DATE 

September 30, 1982 

[ ( d l  X d d i t i c n a l  c o n d i t i o n s  t 3  be i n s e r t e d ,  a s  a p p r o p r i a t e ,  

i n c l u d i n g  p r o v i s i o n s  r z l a t i n g  t o :  

PAGE NO. 
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[Procutenen:  a n t  i n s t a 1 l a : i o n  of goods ;  k u d g e t a q  

a p p r o v a l s ;  a anage -ec t ;  cr;anlz;+ioz, t r z i n i ~ g ;  x i ? : e n a n c e  

ar?d o p e r a t i o n ;  3:her l e g a l  an?  a C z i n i s t r a t i v e  a c t i o n s ,  such  

a s  ~ e r m i t s ,  l i c e n c e s ,  c r i v i l e ; e s ,  e a s e z e n t s ,  e t c . ]  



SECTION 5.3. N o t i f i c a t i o n .  When A. I .D .  h a s  de te rmined  t h a t  t h e  

c o n d i t i o n s  p r e c e d e n t  s p e c i f i e d  i n  S e c t i o n  5.1 [and 5.21 have been met, 

i t  w i l l  p rompt ly  n o t i f y  t h e  Coopera t ing  Country.  

PAGE NO. 
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SECTION 5.4. Termina l  Da tes  f o r  C o n d i t i o n s  P r e c e d e n t .  

( a )  I f  a l l  of t h e  c o n d i t i o n s  s p e c i f i e d  i n  S e c t i o n  5.1 have n o t  

been met w i t h i n  d a y s  from t h e  d a t e  of t h i s  Agreement, o r  s u c h  

l a t e r  d a t e  a s  A . I .D .  may a g r e e  t o  i n  w r i t i n g ,  A . I . D . ,  a t  i t s  o p t i o n ,  

may t e r m i n a t e  t h i s  agreement  by w r i t t e n  n o t i c e  t o  t h e  C o o p e r a t i n g  

EFFECTIVE DATE 

September 30, 1982 

Country.  

( b )  I f  a l l  of t h e  c o n d i t i o n s  s p e c i f i e d  i n  S e c t i o n  5.2 have n o t  

been met w i t h i n  d a y s  from t h e  c 5 t e  of t h i s  Agreement, o r  s u c h  

l a t e r  d a t e  a s  A . I .D .  may a g r e e  t o  i n  w r i t i n g ,  A . I .D . ,  a t  i t s  o p t i o n  

may c a n c e l  t h e  t h e n  u n d i s b u r s e d  b a l a n c e  of t h e  A s s i s t a n c e ,  t o  t h e  e x t e n t  

no t  i r r e v o c a b l y  committed t h i r d  p a r t i e s ,  and m y  t e r m i n a n t e  t h i s  

Agreement by w r i t t e n  n o t i c e  t o  t h e  C o o p e r a t i n g  Country.  I n  t h e  e v e n t  

of s u c h  t e r m i n a t i o n ,  t h e  Coopera t ing  Country w i l l  r epay  immediate ly  

t h e  P r i n c i p a l  t h e n  o u t s t a n d i n g  and any a c c r u e d  i n t e r e s t ;  on r e c e i p t  of 

such payments i n  f u l l ,  t h i s  Agreement and a l l  o b l i g a t i o n s  of t h e  

P a r t i e s  he reunder  w i l l  t e r m i n a t e ,  e x c e p t  w i t h  r e s p e c t  t o  any 

o b l i g a t i o n s  a r i s i n g  o u t  of t h e  e x p e n d i t u r e  of Grant funds .  

TRANS. MEMO NO. 

3;43 

A r t i c l e  6 :  S p e c i a l  Covenants  

AID HANDBOOK 3, 6 ~ -  3 



4 Section 6.1. Project Evaluation The Parties agree to 

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

3 

the Parties otherwise agree in writing, the program will include, 
I 
5 

during the implementation of the Project and at one or more points 

AID HANDBOOK 3, A ~ P  6 ~ ~ 3  

thereafter: (a) evaluation of progress toward attainment of the 

objectives of the Project; (b) identification and evaluation of 

i problem areas or constraints which may inhibit such attainment; (c) 

TRANS. M E M O  NO.  

3:43 ' 

1 assessment of how such information may be used to help overcome such 
; 
3 problems; and (d) evaluation, to the degree feasible, of the overall 
j 
I 

i development impact of the (Project. 

EFFECTIVE D A T E  

September 30, 1982 

[Other special covenants as appropriate] 

Article 7: Procurement Source 

PAGE NO. 
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Section 7.1. Foreiqn Exchange Costs. Disbursements pursuant 
? 
I 

$ L, to Section 8.1 will be used exclusively to finance the costs of 
i 

goods and services required for the Project with respect to goods 
I 

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

nationality in [countries included in Code 941 of the A.I.D. 

Geographic Code Book as in effect at the time orders are placed or 

contracts entered into for such goods and services] [the United 

States (Code 000 of the A.I.D. Geographic Code Book as in effect at 

b the time orders are placed or contracts entered into for such good 

or services)] ("Foreign Exchange Costs"), except as A.I.D. may 



otherwise agree in writing, and except as provided in the Standard 

PAGE NO. 
6A-3-14 

Provisions Annex, Section C.l(b) with respect to marine insurance. 

Ocean transportation costs will be financed under the Assistance 

EFFECTIVE DATE 

September 30, 1982 

only on vessels under flag registry of (the United States) (the 

United States or the Cooperating Country) (the Cooperating Country 

TRANS. MEMO NO. 

3;43 

and countries included in A.I.D. Geographic Code 94l),except as 

A.I.D. may otherwise agree in writing. [The eligible source or 

AID HANDBOOK 3, App 6A-3 

nationality of goods or services should, where applicable, be 

identified separately for those goods or services financed with 

grant funds and those with loan funds.] 

Section 7.2. Local Currency Costs. Disbursements pursuants 

to Section 8.2 will be used exclusively to finance the costs of 

goods and services required for the Project having their source and, 

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

[name of country]("Local Currency Costs:). [To the extent provided 

for under this Agreement, "Local Currency Costs" may also include 

the provision of local currency resources required for the Project.] 

Article 8: Disbursements 

Section 8.1 Disbursements for Foreign Exchange costs. ~ft-r 

satisfaction of conditions precedent, the Cooperating Country may 

obtain disbursement of funds under the Assistance for the Foreign 

Exchange Costs of goods or services required for the Project in 

accordance with the terms of the Agreement, by such of the following 



I 
B methods as may be mutually agreed upon: 
3 
T 
3 (1) by submitting to A.I.D., with necessary 
P 
$ supporting ducumentation as prescribed in 
4 
3 Project Implementation Letters, (A) requests 

for reimbursement for such goods or services , or, 

( B )  requests for A.I.D. to procure commodities or 

services in the Cooperating Country's behalf for 
i 

the Project; or 

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

Commitment for specified amounts (A) top one or 

more U.S. banks, satisfactory to A.I.D. 

committing A.I.D. to reimburse such bank or banks 

for payments made by them to contractors or 

suppliers, under Letters of Credit or otherwise, 

for such goods or services, or (B) directly to one 

or more contractors or suppliers, committing 

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

through Letters of Credit or otherwise, for 

such goods and services. 

( C )  Banking charges incurred by the Cooperating 

Country in connection with Letters of Committment 

and Letters of Credit will be financed under the 

Assistance unless the Cooperating Country 

instructs A.I.D. to' the contrary. Such other 

changes as the Parties may agree to may also 

be financed under the Assistance . 



[SECTION 8.2.  Disbursement  f o r  Loca l  Currency Cos t s .  ( a )  A f t e r  

s a t i s f a c t i o n  of c o n d i t i o n s  p r e c e d e n t ,  t h e  Coopera t ing  Country may 

o b t a i n  d i sbursement  of funds  under  t h e  A s s i s t a n c e  f o r  L o c a l  Currency 

Cos t s  r e q u i r e d  f o r  t h e  P r o j e c t  i n  accordance  w i t h  t h e  terms of t h i s  

Agreement, by s u b m i t t i n g  t o  A . I . D . ,  w i t h  necessa ry  s u p p o r t i n g  documen- 

t a t i o n  a s  p r e s c r i b e d  i n  P r o j e c t  Implementat ion L e t t e r s ,  r e q u e s t s  t o  

f i n a n c e  such  c o s t s .  

( b )  The l o c a l  c u r r e n c y  needed f o r  such d i s b u r s e n e n t  he reunder  

may be o b t a i n e d :  

AID HANDBOOK 3, 6~ 

(1) by a c q u i s i t i o n  by A.I .D.  w i t h  U.S. d o l l a r s  by 

purchase  [ o r  from l o c a l  c u r r e n c y  a l r e a d y  owned by t h e  U.S. 

Government]; o r  

TRANS. MEMO NO. 
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( 2 )  by A.I.D. (A) r e q u e s t i n g  t h e  Coopera t ing  Country 

t o  make a v a i l a b l e  t h e  l o c a l  cur rency  f o r  such c o s t s ,  and 

EFFECTIVE DATE 
September 30, 1982 

( B )  t h e r e a f t e r  =k ing  a v a i l a b l e  t o  t h e  Coopera t ing  

c o u n t r y  through t h e  opening o r  amendment by A.I .D.  of 

S p e c i a l  L e t t e r s  of C r e d i t  i n  f a v o r  of t h e  Coopera t ing  

Country o r  i t s  d e s i g n e e ,  a n  amount of U.S. D o l l a r s  e q u i v a l e n t  

t o  t h e  amount of l o c a l  c u r r e n c y  made a v a i l a b l e  by t h e  

Coopera t ing  Country,  which d o l l a r s  w i l l  be u t i l i z e d  f o r  

procurement  from t h e  U n i t e d  S t a t e s  under  a p p r o p r i a t e  p r o c e d u r e s  

d e s c r i b e d  i n  P r o j e c t  Implementat ion L e t t e r s .  



The U.S. d o l l a r  e q u i v a l e n t  of t he  l o c a l  cur rency  made a v a i l a b l e  hereunder  

w i l l  be ,  i n  t h e  ca se  of s u b s e c t i o n  (b)  (1) above, t h e  amount of U.S. d o l l a r s  

r e q u i r e d  by A . I . D .  t o  o b t a i n  the  l o c a l  cur rency ,  and i n  t h e  c a s e  of 

AID HANDBOOK 3, A~~ 6~ . 

s u b s e c t i o n  ( b ) ( 2 )  above, an amount c a l c u l a t e d  a t  t h e  r a t e  of exchange 

s p e c i f i e d  i n  t h e  a p p l i c a b l e  S p e c i a l  L e t t e r  of C r e d i t  Implementat ion 

TRANS. MEMO NO. 
3:43 

memorandum hereunder  a s  of the d a t e  of t h e  opening o r  amendment of t h e  

a p p l i c a b l e  S p e c i a l  L e t t e r  of ~ r e d i t . 7  - 

EFFECT lVE DATE 
September 30, 1982 

SECTION 8.3.  Other  Forms of Disbursement.  Disbursements  of t h e  

Ass i s t ance  may a l s o  be  made through such o t h e r  means a s  t h e  P a r t i e s  may 

a g r e e  t o  I n  w r i t i n g .  

PAGE NO. 
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SECTION 8.4. Ra te  of  Exchange. Except as may b e  more s p e c i f i c a l l y  

p rov ided  under S e c t i o n  8 .2 ,  i f  funds p rov ided  under t h e  A s s i s t a n c e  a r e  

i n t roduced  i n t o  /&e - of countqT by A. I .D.  o r  any p u b l i c  o r  p r i v a t e  

agency f o r  purposes  of c a r r y i n g  ou t  o b l i g a t i o n s  of X . I . D .  h e r eunde r ,  t h e  

Cooperat ing Country w i l l  make such  arrangements  a s  may be nece s sa ry  s o  

t h a t  such  funds may be  conver ted  i n t o  cur rency  of t h e  Cooperat ing Country 

a t  t h e  h i g h e s t  r a t e  of exchange which,  a t  t h e  t ime t h e  convers ion  is  made, 

is no t  un lawfu l  i n  t h e  Cooperat ing Country.  

SECTION 8.5. Date  of Disbursement.  Disbursement by A . I . D .  w i l l  

be  deemed t o  occur  (a )  on t h e  d a t e  on which A. I .D.  makes a disbursement  

t o  t h e  Cooperat ing Country o r  i ts  des ignee ,  o r  t o  a  bank, c o n t r a c t o r  



o r  s u p p l i e r  p u r s u a n t  t o  a  L e t t e r  of Commitment, c o n t r a c t ,  o r  p u r c h a s e  

o r d e r ;  ( b )  on t h e  d a t e  on which A.I .D.  d i s b u r s e s  t o  t h e  Coopera t ing  

Country o r  i t s  d e s i g n e e  l o c a l  c u r r e n c y  a c q u i r e d  i n  accordance  w i t h  

S e c t i o n  8 . 2 ( b ) ( l ) ;  o r  ( c )  i f  l o c a l  c u r r e n c y  i s  o b t a i n e d  i n  a c c o r d a n c e  

w i t h  S e c t i o n  8 . 2 ( b ) ( 2 ) ,  on t h e  d a t e  on which A.I .D.  opens o r  anends  t h e  

S p e c i a l  L e t t e r  of C r e d i t  t h e r e  r e f e r r e d  t o .  

AID HANDBOOK 3 ,  App 6A-3 
PAGE NO. 

6 ~ - 3 - 1 8  

A r t i c l e  9: Misce l l aneous  

SECTIOX 9.1. 1 1 .  C o n s t r u c t i o n  

work t o  be f i n a n c e d  under  t h i s  Agreement i s  a g r e e d  t o  be a  p r o j e c t  

EFFECTIVE DATE 
September 30, 1982 

approved by t h e  C o o p e r a t i n g  Country  p u r s u a n t  t o  t h e  agreement  between 

TRANS. MEMO NO. 
3 ; 4 3  

i t  and t h e  Uni ted  S t a t e s  of America on t h e  s u b j e c t  of inves tment  g u a r a n t i e s ,  eZ) 
and no  f u r t h e r  a p p r o v a l  by t h e  Coopera t ing  Country  w i l l  be r e q u i r e d  

t o  p e r m i t  t h e  Uni ted  S t a t e s  t o  i s s u e  i n v e s t m e n t  g u a r a n t i e s  under  t h a t  

agreement c o v e r i n g  a  c o n t r a c t o r ' s  inves tment  i n  t h a t  p r o j e c t .  

SECTION 9.2. Conmunications.  Any n o t i c e ,  r e q u e s t ,  document o r  

o t h e r  communication s u b m i t t e d  by e i t h e r  P a r t y  t o  t h e  o t h e r  u n d e r  t h i s  

Agreement w i l l  be i n  w r i t i n g  o r  by t e l e g r a m  o r  c a b l e ,  and  w i l l  be deemed 

d u l y  g i v e n  o r  s e n t  when d e l i v e r e d  t o  such P a r t y  a t  t h e  f o l l o w i n g  

a d d r e s s  : 

To t h e  Coopera t ing  Country:  

Y a i l  Address :  



A l t e r n a t e  a d d r e s s  f o r  c a b l e s :  

To A. I .D . :  

AID HANDBOOK 3,  App 6A- 3 

Mail Address:  

A l t e r n a t e  add re s s  f o r  c a b l e s :  

A l l  such  commutications w i l l  be i n  Eng l i sh ,  u n l e s s  t h e  P a r t i e s  

TRANS. MEMO NO. 

o the rw i se  a g r e e  i n  w r i t i n g .  Other  a d d r e s s e s  mav be s u b s t i t u t e d  f o r  t h e  

3 ; 4 3  

above upon t h e  g i v i n g  of n o t i c e .  The Cooperat ing Country ,  i n  a d d i t i o n ,  

EFFECTIVE DATE 

w i l l  p rov ide  t h e  USAID Mission w i t h  a  copy of each communication s e n t  

t o  A.1.D. 

PAGE NO. 

September 30, 1982 

SECTION 9.3. Rep re sen t a t i ve s .  For a l l  purposes  r e l e v a n t  t o  t h i s  

agreement ,  t h e  Coopera t ing  Country w i l l  be r e p r e s e n t e d  by t h e  i n d i v i d u a l  

6A-3-19 

h o l d i n g  o r  a c t i n g  i n  t h e  o f f i c e  of and X . I . D .  w i l l  be 

r e p r e s e n t e d  by t h e  i n d i v i d u a l  ho ld ing  o r  a c t i n g  i n  t h e  o f f i c e  of 

, each of whom, by w r i t t e n  n o t i c e ,  may d e s i g n a t e  a d d i t i o n a l  

r e p r e s e n t a t i v e s  f o r  a l l  purposes  o t h e r  t han  e x e r c i s i n g  t h e  power under  

S e c t i o n  2.1 t o  r e v i s e  e lements  of t h e  a m p l i f i e d  d e s c r i p t i o n  i n  Annex 1. 



The names of t h e  r e p r e s e n t a t i v e s  of t h e  C o o p e r a t i n g  Country ,  w i t h  specimen 

s i g n a t u r e s , w i l l  be p rov ided  t o  A . I . D . ,  which may a c c e p t  a s  d u l y  

a u t h o r i z e d  any i n s t r u m e n t  s i g n e d  by such  r e p r e s e n t a t i v e s  i n  implemen- 

t a t i o n  of t h i s  Agreement, u n t i l  r e c e i p t  of w r i t t e n  n o t i c e  of r e v o c a t i o n  

of t h e i r  a u t h o r i t y .  

SECTION 9.4. S t a n d a r d  P r o v i s i o n s  Annex. A "Combined Loan and 

Grant  S tandard  P r o v i s i o n s  Annex" (Annex 2)  i s  a t t a c h e d  t o  and fo rms  

p a r t  of t h i s  agreement.  

AID HANDBOOK 3 ,  App 6Am3 

SECTION 9.5. Language of Agreement. T h i s  agreement i s  p r e p a r e d  

i n  b o t h  E n g l i s h  and [French ,  S p a n i s h ,  e t c . ] .  I n  t h e  e v e n t  of ambigu i ty  

o r  c o n f l i c t  between t h e  two v e r s i o n s ,  t h e  E n g l i g h  l anguage  v e r s i o n  

w i l l  c o n t r o l .  I 

TRANS. MEMO NO. 
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I N  WITNESS WHEREOF, t h e  Coopera t ing  Country  and t h e  Uni ted  S t a t e s  

of America, e a c h  a c t i n g  t h r o u g h  i t s  d u l y  a u t h o r i z e d  r e p r e s e n t a t i v e ,  

have caused  t h i s  Agreement t o  be s i g n e d  i n  t h e i r  names and d e l i v e r e d  

a s  of t h e  day and y e a r  f i r s t  above w r i t t e n .  

EFFECTIVE DATE 

September 30, 1982 

[NAME OF COOPERATING COUNTRY] 



By : 

Title: 

UNITED STATES OF &-ERICA 

Title: 

PAGE NO. 
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Combined Loan and Grant  

S tandard  P r o v i s i o n s  Annex 

PAGE NO. 

D e f i n i t i o n s :  As used i n  t h i s  Annex, t h e  "Agreement" r e f e r s  o t h e  

Loan and Grant  Agreement t o  which t h i s  Annex i s  a t t a c h e d  and of 

which t h i s  Annex forms a  p a r t .  Terms used i n  t h i s  Annex have t h e  

EFFECTIVE DATE 

sane  meaning o r  r e f e r e n c e  a s  i n  t h e  Agreenent .  

TRANS. MEMO NO. 

6A-3-22 September 30, 1982 - 

A r t i c l e  A :  P r o j e c t  Implementa t ion L e t t e r s .  To a s s i s t  t h e  

Coopera t ing  Country i n  t h e  implementa t ion  of t h e  P r o j e c t ,  A . I . D . ,  

from t i n e  t o  t i m e ,  w i l l  i s s u e  F r o j e c t  I m p l e ~ e n t a t o n  LeLte r s  t h a t  

w i l l  f u r n i s h  a d d i t i o n a l  i n f o r m a t i o n  abou t  m a t t e r s  s t a t e d  i n  t h i s  

Agreement. The P a r t i e s  may a l s o  u s e  j o i n t l y  agreed-upon P r o j e c t  

Implementa t ion L e t t e r s  t o  conf i rm and r e c o r d  t h e i r  mutual  u n d e r s t a n d i n g  

on a s p e c t s  of t h e  i inp lementa t ion  of t h i s  Agrezment. P r o j e c t  

Implementa t ion L e t t e r s  w i l l  n o t  be used t o  amend t h e  t e x t  of t h e  

Agreenent ,  b u t  can  be used t o  r e c o r d  r e v i s i o n s  o r  e x c e p t i o n s  which 

a r e  p e r m i t t e d  by t h e  Agreement, i n c l u d i n g  t h e  r e v i s i o n  of e l ements  of 

t h e  a m p l i f i e d  d e s c r i p t o n  of t h e  P r o j e c t  i n  Annex 1' 

3:43 

A G ~  i c l e  B :  Genera l  Covenants 
1 

AID HANDBOOK 3, App 6 ~ - 3  

SECTION E.1 .  C o n s u l t e t i o n ,  The P a r t i e s  w i l l  c o o p e r a t e  t o  a s s u r e  

t h a t  t h e  purpose  of t h i s  Agreement w i l l  be accompl ished.  To t h i s  end ,  



t h e  P a r t i e s ,  a t  t h e  r e q u e s t  of e i t h e r ,  w i l i  exchange views on t h e  

p r o g r e s s  of t h e  P r o j e c t ,  t h e  pe r fo rmance  of o b l i g a t i o n s  under  t h i s  

Agreement, t h e  p e r f  o m a n c e  of any c o n s u l t a n t s ,  c o n t r a c t o r s  o r  

s u p p l i e r s  engaged on t h e  P r o j e c t ,  and o t h e r  matters r e l a t i n g  t o  t h e  

P r o j e c t  . 

r 

SECTION B.2 .  Execu t ion  of P r o j e c t .  The C o o p e r a t i n g  Country w i l l :  

AID HANDWOK 3,  App 6A- 3 
I 

( a )  c a r r y  o u t  t h e  P r o j e c t  o r  c a u s e  i t  t o  be c a r r i e d  o u t  

w i t h  due d i l i g e n c e  and e f f i c i e n c y ,  i n  conformi ty  w i t h  sound t e c h n i c a l ,  

f i n a n c i a l ,  and nanagement p r a c r i c e s ,  and i n  conformi ty  w i t h  t h o s e  

documents ,  p l a n s ,  s p e c i f i c a t i o n s ,  c o n t r a c t s ,  s c h e d u l e s  o r  o t h e r  

ar rangements ,  and w i t h  any m o d i f i c a t i o n s  t h e r e i n ,  approved by 

A . I . D .  p u r s u a n t  t o  t h i s  Agreement; and 

TRANS. MEMO NO. EFFECTIVE DATE 

3 : 4 3  September 30, 1982 

( b )  p r o v i d e  q u a l i f i e d  and e x p e r i e n c e d  ranagemen: f o r ,  and 

t r a i n  s u c h  s t a f f  a s  may be a p p r o p r i a t e  f o r  t h e  main tenance  and 

o p e r a t i o n  of t h e  P r o j e c t ,  and ,  a s  a p p l i c a b l e  f o r  c o n t i n u i n g  a c t i v i t i e s ,  

c a u s e  t h e  P r o j e c t  t o  be o p e r a t e d  and m a i n t a i n e d  i n  such  manner a s  

t o  a s s u r e  t h e  c o n t i n u i n g  and s u c c e s s f u l  achievement  of t h e  purposes  

of t h e  P r o  j e c ~ .  

SECTIOE B.3.  U t i l i z a t i o n  of Goods and S e r v i c e s .  ( a )  Any 

r e s o u r c e s  f i n a n c e d  u n d e r  t h e  A s s i s t a n c e  w i l l  u n l e s s  

o t h e r w i s e  a g r e e d  i n  w r i t i n g  by A.I.D., be devo ted  t o  t h e  P r o j e c t  u n t i l  



t h e  comple t ion  of t h e  P r o j e c t ,  and t h e r e a f t e r  w i l l  be used s o  a s  t o  f u r -  

t h e r  t h e  o b j e c t i v e s  sough t  i n  c a r r y i n g  o u t  t h e  P r o j e c t .  

AID HANDBOOK 3, A~~ 6 ~ -  3 

( b )  Goods and s e r v i c e s  f i n a n c e d  under  t h e  A s s i s t a n c e ,  e x c e p t  

a s  A . I . D .  may o t h e r w i s e  a g r e e  i n  w r i t i n g ,  w i l l  n o t  be used  t o  promote 

o r  a s s i s t  a  f o r e i g n  a i d  p r o j e c t  o r  a c t i v i t y  a s s o c i a t e d  w i t h  o r  f i n a n c e d  

by a  c o u n t r y  n o t  i n c l u d e d  i n  Code 935 of t h e  A . I . D .  Geographic  Code 

Book a s  i n  e f f e c t  a t  t h e  t i m e  of such  use .  

TRANS. MEMO NO. 

3; 43 
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SECTION B.4. Taxa t ion .  ( a )  T h i s  agreement  and t h e  A s s i s t a n c e  

w i l l  be f r e e  from, and t h e  P r i n c i p a l  and i n t e r e s t  w i l l  be p a i d  f r e e  

EFFECTIVE DATE 

Septeqber  30, 1982 

from, any t a x a t i o n  o r  f e e s  imposed u n d e r  laws i n  e f f e c t  i n  t h e  t e r r i t o r y  

of t h e  Coopera t ing  Country.  

( b )  To t h e  e x t e n t  t h a t  (1)  any c o n t r a c t o r ,  i n c l u d i n g  any con- 

s u l t i n g  f i r m ,  a2y p e r s o n n e l  of such c o n t r a c t o r  f i n a n c e d  under  t h e  

A s s i s t a n c e ,  and any p r o p e r t y  o r  t r a n s a c t i o n  r e l a t i n g  t o  such  c o n t r a c t s  

and ( 2 )  any  commodity procurement  t r a n s a c t i o n  f i n a n c e d  u n d e r  t h e  

A s s i s t a n c e ,  a r e  n o t  exempt from i d e n t i f i a b l e  t a x e s ,  t a r i f f s ,  d u t i e s  

o r  o t h e r  l e v i e s  imposed u n d e r  laws i n  e f f e c t s  i n  t h e  t e r r i t o r y  of t h e  

Coopera t ing  Country ,  t h e  C o o p e r a t i n g  Country w i l l ,  a s  and t o  t h e  

e x t e n t  p rov ided  i n  and p u r s u a n t  t o  P r o j e c t  Implementa t ion  L e t t e r s ,  

pay o r  r e i n b u r s e  t h e  same w i t h  funds  o t h e r  t h a n  t h o s e  p rov ided  u n d e r  

t h e  A s s i s t a n c e .  



SECTION B.5. Repor t s ,  Records,  I n s p e c t i o n s ,  Audi t .  The 

Coopera t ing  Country w i l l :  

TRANS. MEMO NO. 
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( a )  f u r n i s h  A . I . D .  such  i n f o r m a t i o n  and r e p o r t s  r e l a t i n g  t o  t h e  

P r o j e c t  and t o  t h i s  Agreement a s  A . I . D .  may r e a s o n a b l y  r e q u e s t ;  

(b) m a i n t a i n  o r  cause  t o  be main ta ined ,  i n  accordance  w i t h  g e n e r a l l y  

a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s  and p r a c t i c e s  c o n s i s t e n t l y  a p p l i e d ,  books 

and r e c o r d s  r e l a t i n g  t o  t h e  P r o j e c t  and t o  t h i s  Agreement, a d e q u a t e  

t o  show, w i t h o u t  l i m i t a t i o n ,  t h e  r e c e i p t  and u s e  of goods and s e r v i c e s  

a c q u i r e d  under  t h e  A s s i s t a n c e .  Such books and r e c o r d s  w i l l  be a u d i t e d  r e g u l a r l y ,  

i n  accordance  w i t h  g e n e r a l l y  a c c e p t e d  a u d i t i n g  s t a n d a r d s ,  and main ta ined  

f o r  t h r e e  y e a r s  a f t e r  t h e  d a t e  of l a s t  d i sbursement  by A . I . D . ;  such 

books and r e c o r d s  w i l l  a l s o  be a d e q u a t e  t o  show t h e  n a t u r e  and e x t e n t  

of  s o l i c i t a t i o n s  of p r o s p e c t i v e  s u p p l i e r s  of goods and s e r v i c e s  a c q u i r e d ,  

t h e  b a s i s  of award of c o n t r a c t s  and o r d e r s ,  and t h e  o v e r a l l  p r o g r e s s  

of t h e  P r o j e c t  toward complet ion;  and 

EFFECTIVE DATE 

September 30, 1982 

( c )  a f f o r d  a u t h o r i z e d  r e p r e s e n t a t i v e s  of a  P a r t y  t h e  o p p o r t u n i t y  

a t  a l l  r e a s o n a b l e  t ime t o  i n s p e c t  t h e  P r o j e c t ,  t h e  u t i l i z a t i o n  of 

goods and s e r v i c e s  f i n a n c e d  by such P a r t y ,  and books, r e c o r d s  

and o t h e r  documents r e l a t i n g  t o  t h e  P r o j e c t  and t h e  A s s i s t a n c e .  

PAGE NO. 

6A-3-25 



SECTIOX B.6. Completeness of In format ion .  The Cooperat ing Country 

conf i rms : 

( a )  t h a t  t h e  f a c t s  and c i r c u m s t a n c e s  of which i t  h a s  informed 

A . I . D . ,  o r  caused A . I . D .  t o  be i n f o r n e d ,  i n  t h e  c o u r s e  of r e a c h i n g  

agreement w i t h  A. I .D .  on t h e  A s s i s t a n c e ,  a r e  a c c u r a t e  and complete ,  

and i n c l u d e  a l l  f a c t s  and c i r c u m s t a n c e s  t h a t  might  m a t e r i a l l y  a f f e c t  

t h e  P r o j e c t  and t h e  d i s c h a r g e  of r e s p o n s i b i l i t i e s  under  t h i s  

Agreement, and 

AID HANDBOOK 3, A 6A-3 

( b )  t h a t  i t  w i l l  inform A . I . D .  i n  t i m e l y  f a s h i o n  of any 

subsequent  f a c t s  and c i r c u m s t a n c e s  t h a t  might m a t e r i a l l y  a f f e c t ,  o r  

t h a t  i t  is  reasonab le  t o  b e l i e v e  might s o  a f f e c t ,  t h e  P r o j e c t  o r  

t h e  d i s c h a r g e  of r e s p o n s i b i l i t i e s  under  t h i s  Agreenent .  

TRANS. MEMO NO. 
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SECTIOEJ B . 7 .  Other  Payments. The Coopera t ing  Country a f f i r m s  t h a t  

no payments have been o r  w i l l  be r e c e i v e d  by any o f f i c i a l  of t h e  

Coopera t ing  Country i n  c o n n e c t i o n  w i t h  t h e  procurement of goods o r  

s e r v i c e s  f i n a n c e d  under  t h e  A s s i s t a n c e  e x c e p t  f e e s ,  t a x e s ,  o r  s i m i l a r  

payments l e g a l l y  e s t a b l i s h e d  i n  t h e  t e r r i t o r y  of t h e  Coopera t ing  Country.  

EFFECTIVE DATE 

September 30, 1982 

SECTION B.8. I n f o r m a t i o n  and I larkinz .  The Coopera t ing  Country 

w i l l  g i v e  a p p r o p r i a t e  p u b l i c i t y  t o  t h e  A s s i s t a n c e  and t h e  P r o j e c t  a s  a  

program t o  which t h e  Uni ted S t a t e s  has  c o n t r i b u t e d ,  i d e n t i f y  t h e  P r o j e c t  

s i t e ,  and n a r k  goods f i n a n c e d  by A . I . D . ,  a s  d e s c r i b e d  i n  P r o j e c t  

Implementation L e t t e r s .  



Article C :  P r o c u r e ~ e n t  P r o v i s i o n s  

AID HANDBOOK 3, App 6A- 3 

SECTION C.1. S p e c i a l  Rules .  ( a )  The s o u r c e  and o r i g i n  of ocean 

and a i r  s h i p p i n g  w i l l  be deemed t o  be t h e  ocean v e s s e l ' s  o r  a i r c r a f t ' s  

c o u n t r y  of  r e g i s t r y  a t  t h e  t ime of shipment.  

TRANS. MEMO NO. EFFECTIVE DATE 

( b )  Premiums of mar ine  i n s u r a n c e  p l a c e d  i n  t h e  t e r r i t o r y  of  t h e  

Coopera t ing  Country w i l l  be deemed an  e l i g i b l e  F o r e i g n  Exchange C o s t ,  

i f  o t h e r w i s e  e l i g i b l e  under  S e c t i o n  C.7(a).  

PAGE NO. 
3 ; 4 3  September 30, 19g2 

( c )  Any motor v e h i c l e s  f i n a n c e d  under  t h e  A s s i s t a n c e  w i l l  be of 

6A-3-27 

United S t a t e s  manufac tu re ,  e x c e p t  a s  A . I . D .  may o t h e r w i s e  a g r e e  i n  w r i t i n g .  

( d )  T r a n s p o r t a t i o n  by a i r ,  f i n a n c e d  u n d e r  t h e  G r a n t ,  of p r o p e r t y  

o r  p e r s o n ,  w i l l  be on c a r r i e r s  h o l d i n g  Uni ted S t a t e s  C e r t i f i c a t i o n ,  

t o  t h e  e x t e n t  s e r v i c e  by such  c a r r i e r s  i s  a v a i l a b l e .  D e t a i l s  on t h i s  

r equ i rement  w i l l  be d e s c r i b e d  i n  a P r o j e c t  Implementa t ion  L e t t e r .  

SECTION C.2. -. E l i g i b i l i t y  Date.  Ti0 poods o r  s e r v i c e s  may be 

f i n a n c e d  under  t h e  A s s i s t a n c e  which a r e  p rocured  p u r s u a n t  t o  o r d e r s  o r  

c o n t r a c t s  f i r m l y  p laced  o r  e n t e r e d  i n t o  p r i o r  t o  t h e  d a t e  of t h i s  

Agreement, e x c e p t  a s  t h e  P a r t i e s  may o t h e r w i s e  a g r e e  i n  w r i t i n g .  



SECTION C.3. P l a n s ,  S p e c i f i c a t i o n s ,  and C o n t r a c t s .  I n  o r d e r  

f o r  t h e r e  t o  be mutual  agreement  on t h e  f o l l o w i n g  r a t t e r s ,  and e x c e p t  

a s  t h e  P a r t i e s  may o t h e r w i s e  a g r e e  i n  w r i t i n g :  

PAGE NO. 
6 ~ ~ 3 2 8  

( a )  The Coopera t ing  Country w i l l  f u r n i s h  t o  A. I .D .  upon p r e p a r a t i o n ,  

(1)  any p l a n s ,  s p e c i f i c a t i o n s ,  procurement  o r  c o n s t r u c t i o n  

s c h e d u l e s ,  c o n t r a c t s ,  o r  o t h e r  documentat ion r e l a t i n g  t o  goods o r  

s e r v i c e s  t o  be f i n a n c e d  u n d e r  t h e  A s s i s t a n c e ,  i n c l u d i n g  documenta t ion  

r e l a t i n g  t o  t h e  p r e q u a l i f i c a t i o n  and s e l e c t i o n  of c o n t r a c t o r s  and t o  

t h e  s o l i c i t a t i o n  of b i d s  and p r o p o s a l s .  M a t e r i a l  m o d i f i c a t i o n s  i n  

such  documentat ion w i l l  l i k e w i s e  be f u r n i s h e d  A . I . D .  on p r e p a r a t i o n ;  

EFFECTIVE DATE 
September 30, 1982 

( 2 )  such  documenta t ion  w i l l  a l s o  be f u r n i s h e d  t o  A . I . D . ,  

upon p r e p a r a t i o n ,  r e l a t i n g  t o  any goods o r  s e r v i c e s  which, though n o t  

f i n a n c e d  under  t h e  .Ass is tance ,  a r e  deemed by A . I . D .  t o  be of major  

impor tance  t o  t h e  P r o j e c t .  Aspec t s  of t h e  P r o j e c t  i n v o l v i n g  m a t t e r s  

under  t h i s  s u b s e c t i o n  ( a ) ( 2 )  w i l l  be i d e n t i f i e d  i n  P r o j e c t  I n p l e m e n t a t i o n  

L e t t e r s  ; 

( b )  documents r e l a t e d  t o  t h e  p r e q u a l i f i c a t i o n  of c o n t r a c t o r s ,  

and t o  t h e  s o l i c i t a t i o n  of p r o p o s a l s  f o r  goods and s e r v i c e s  f i n a n c e d  

under t h e  A s s i s t a n c e  w i l l  be approved by A.I .D.  i n  w r i t i n g  p r i o r  

t o  t h e i r  i s s u a n c e ,  and t h e i r  terms w i l l  i n c l u d e  Uni ted  S t a t e s  s t a n d a r d s  

and  measurements ; 

TRANS. MEMO NO. 

3;43 AID HANDBOOK 3, A~~ 6A- 3  



( c )  C o n t r a c t s  and c o n t r a c t o r s  f i n a n c e d  u n d e r  t h e  A s s i s t a n c e  f o r  

e n g i n e e r i n g  and o t h e r  p r o f e s s i o n a l  s e r v i c e s ,  f o r  c o n s t r u c t i o n  

s e r v i c e s ,  and f o r  such o t h e r  s e n ~ i c e s ,  equipment o r  m a t e r i a l s  a s  nay 

be s p e c i f i e d  i n  P r o j e c t  I m p l e r e n t a t i o n  L e t t e r s ,  w i l l  be approved by 

A . I . D .  i n  w r i t i n g  p r i o r  t o  e x e c u t i o n  of t h e  c o n t r a c t .  > l a t e r i a l  

~ o d i f i c a t i o n s  i n  such c o n t r a c t s  w i l l  a l s o  be approved i n  w r i t i n g  by 

A . I . 3 .  p r i o r  t o  e x e c u t i o n ;  and 

( d )  C o n s u l t i n g  f i m s  used t h e  Coopera t ing  Country f o r  t h e  

P r o j e c t  but  n o t  f i n a n c e d  u n d e r  t h e  Assis tz ince ,  t h 2  scope of 

t h e i r  s e r v i c e s  and s u c h  of t h e i r  p e r s o c n e l  a s s i g n e d  t o  t h e  P r o j e c t  a s  

A . 1 . D .  nay spsc i i ' y ,  and c o n s t r u c t i o n  c o n t r a c t o r s  used by t h e  

Coopera t ing  Country f o r  t h e  P r o j e c t  bu t  n o t  f i n a n c e d  u n d e r  t h e  A s s i s t a n c e  

s h a l l  be a c c e p t a b l e  t o  A . I . D .  

SECTION C.4. Reasonable  P r i c e .  No more t h a n  r e a s o n a b l e  p r i c e s  

w i l l  be p a i d  f o r  any goods o r  s e r v i c e s  f i n a n c e d ,  i n  whole o r  i n  p a r t ,  

under  t h e  A s s i s t a n c e .  Such i t ems  v i l l  be p r o c u r s d  on a  f a i r  and ,  

t o  t h e  maximum e x t e n t  p r a c t i c a b l e ,  on a  c o m p e t i t i v e  b a s i s .  

PAGE NO. 

SECTION C.5. N o t i f i c a t i o n  t o  P o t e n t i a l  S u p p l i e r s .  To p e r n i t  

EFFECTIVE DATE 
AID HANDBOOK 3 A 6A-3 

a l l  L n i e d  S t a t e s  f i r n s  t o  have t h e  o p p o r t u n i t y  t o  p a r t i c i p a t e  i n  

9 PP 

TRANS. MEMO NO. 

f u r n i s h i n g  goods and s e r v i c e s  t o  be f i n a n c e d  u n d e r  t h e  A s s i s t a n c e  

t h e  Coopera t ing  Country w i l l  f u r n i s h  A . I . D .  s u c h  i n f o m a t i o n  w i t h  

6 ~ - 3 - 2 9  3;43 

r e g a r d  t h e r e t o ,  and a t  such t i n e s ,  a s  A . I . D .  may r e q u e s t  i n  P r o j e c t  

September 30, 1982 

I n p l e n e n t a t i o n  L e t t e r s .  



Section C.6. Shipping 

PAGE NO. 
6A-3-3C 

(a) Goods which are to be transported to the territory of 

the Cooperating Country may not be financed under the Assistance 

transported either: (1) on an ocean vessel or aircraft under th 

EFFECTIVE DATE 

September 30, 1982 

flag of a country which is not included in AID Geographic Code 935 

as in effect at the time of shipment, or (2) on an ocean vessel 

TRANS. MEMO NO. 

3 : 43 

which AID, by written notice to the Cooperating Country, has 

designated as ineligible; or (3) under an ocean or air charter 

AID HANDBOOK 3, App SA- 3 

which has not received prior AID approval. 

(b) Costs of ocean or air transportation (of goods or 

persons) and related delivery service may not be financed under the 

Assistance, if such goods or persons are carried: (1) on an ocean 

vessel or aircraft (the latter financed under the loan portion of 

the Assistance) under the flag of a country not, at the time of 

shipment, identi f ied under the paragraph of the Agreement entitle 

"Procurement Source: Foreign Exchange Costs," without prior writt 9 n 
AID approval; or (2) in the case of aircraft, the cost of which is 

financed under the grant portion of the Assistance, on a non-U.S. 

flag air carrier if a U.S. flag carrier is available (in accordance 



with criteria which may be contained in Project Implementation 

Letters) without prior written A.I.D. approval; or (3) on an ocean 

vessel which AID, by written notice to the Cooperating Country, has 

designated as ineligible; or (4) under an ocean vessel or air 

charter which has not received prior AID approval. 

AID HANDBOOK 3,  App 6A- 3 

(c) Unless AID determines that privately-owned United 

States-flag commercial ocean vessels are not available at fair and 

reasonable rates for such vessels, (1) at least fifty percent (50%) 

of the gross tonnage of all goods (computed separately for dry bulk 

carriers, dry cargo liners and tankers) financed by AID which may be 

transported on ocean vessels will be trans.ported on privately-owned 

United States-flag commercial vessels, and (2) at least fifty 

percent (50%) of the gross freight revenue generated by all 

shipments financed by AID and transported to the territory of the 

Cooperating Country on dry cargo liners shall be paid to or for the 

benefit of privately-owned United States-flag commercial vessels. 

Compliance with the requirements of (1) and (2) of this 

sub-section must be achieved with respect to both any cargo 

transported from U.S. ports and any cargo transported from non-U.S. 

ports, computed separately. 

TRANS. MEMO NO. EFFECTIVE DATE PAGE NO 

3 : 4 3  September 30, 1982 .  6 ~ - 3 - 3 1  



S e c t i o n  C.7 I n s u r a n c e .  

PAGE NO. 
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( a )  Marine i n s u r a n c e  on  goods f i n a n c e d  by  A I D  which a r e  t o  

be t r a n s p o r t e d  t o  t h e  t e r r i t o r y  o f  t h e  Coopera t ing  Country  may b e  

f inanced  under  t h e  A s s i s t a n c e  as a F o r e i g n  Exchange C o s t  under  t h i s  

Amendment p rov ided  (1) s u c h  i n s u r a n c e  is  p l a c e d  a t  t h e  l o w e s t  

EFFECTIVE DATE 

September 30, 1982 

a v a i l a b l e  c o m p e t i t i v e  r a t e ,  and  ( 2 )  c l a i m s  t h e r e u n d e r  are  p a y a b l e  

i n  U.S. d o l l a r s  o r ,  as A . I . D .  may a g r e e  i n  w r i t i n g ,  i n  t h e  c u r r e n c y  

i n  which such goods were f i n a n c e d  o r  i n  a n y  f r e e l y  c o n v e r t i b l e  

c u r r e n c y .  I f  t h e  government o f  t h e  C o o p e r a t i n g  Country ,  b y  s t a t u t e ,  

d e c r e e ,  r u l e ,  r e g u l a t i o n ,  o r  p r a c t i c e  d i s c r i m i n a t e s  w i t h  r e s p e c t  t o  

AID-financed procurement  a g a i n s t  any  mar ine  i n s u r a n c e  company 

a u t h o r i z e d  t o  d o  b u s i n e s s  i n  a n y  S t a t e  o f  t h e  Uni ted  S t a t e s ,  t h e n  

d 
a l l  goods s h i p p e d  t o  t h e  t e r r i t o r y  o f  t h e  Coopera t ing  Coun t ry  

f i n a n c e d  b y  A I D  h e r e u n d e r  w i l l  b e  i n s u r e d  a g a i n s t  mar ine  r i s k s  and 

such  i n s u r a n c e  w i l l  b e  p l a c e d  i n  t h e  Uni t ed  S t a t e s  w i t h  a company o r  

companies  a u t h o r i z e d  t o  d o  a mar ine  i n s u r a n c e  b u s i n e s s  i n  a  S t a t e  o f  

t h e  U n i t e d  S t a t e s .  

TRANS. MEMO NO. 

3:43 

( b )  Except  as  A I D  may o t h e r w i s e  a g r e e  i n  w r i t i n g ,  t h e  

C o o p e r a t i n g  Country  w i l l  i n s u r e ,  o r  c a u s e  t o  b e  i n s u r e d ,  goods 

f i n a n c e d  under  t h e  A s s i s t a n c e  impor ted  f o r  t h e  P r o j e c t  a g a i n s t  r i s k s  

i n c i d e n t  t o  t h e i r  t r a n s i t  t o  t h e  p o i n t  o f  t h e i r  use  i n  t h e  P r o j e c t ;  

AID HANDBOOK 3, 6 ~ - 3  

s u c h  i n s u r a n c e  w i l l  b e  



i s s u e d  on terns and c o n d i t i o n s  c o n s i s t e n t  w i t h  sound commercial  

p r a c t i c e  and w i l l  i n s u r e  t h e  f u l l  v a l u e  of t h e  goods. . b y  indemni- 

PAGE NO. 
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f i c a t i o n  r e c e i v e d  by t h e  Coopera t ing  Country under  such  i n s u r a n c e  

EFFECTIVE DATE 

September 30, 1982 AID HANDBOOK 3, 6 ~ - 3  

w i l l  be  used t o  r e p l a c e  o r  r e p a i r  any m a t e r i a l  damage o r  any l o s s  

TRANS. MEMO NO. 

3 ; 4 3  

CI/ of  t h e  goods i n s u r e d  o r  w i l l  be used t o  r e imburse  t h e  Coopera t ing  

Country f o r  t h e  replacemec: o r  r e p a i r  of such goods. . b y  such  

rep lacement  w i l l  be of s o u r c e  and o r i g i n  of c o u n t r i e s  l i s t e d  i n  A I D  

Geographic  Code 935 a s  i n  e f f e c t  a t  t h e  t i n e  of r ep lacement ,  and ,  

e x c e p t ,  a s  t h e  P a r t i e s  nay a g r e e  i n  w r i t i n g ,  w i l l  be  o t h e r w i s e  sub- 

j e c t  t o  t h e  p r o v i s i o n s  of t h e  Agreement. 

S e c t i o n  C.8 U.S. Government-owned Excess  P r a p e r t y .  

The Coopera t ing  Country a g r z e s  t h a t ,  wherever p r a c t i c a b l a ,  C n i t e d  

S t a t e s  Government-owned e x c e s s  p e r s o n a l  p r o p e r t y ,  i n  l i e u  of new i t ems  

f i n a n c e d  under  t h e  A s s i s t a n c e ,  s h o u l d  be u t i l i z e d .  Funds under  t h e  

A s s i s t a n c e  Gay b e  used t o  f i n a n c e  t h e  c o s t s  of o b t a i n i n g  s u c h  p r o p e r t y  

f o r  t h e  P r o j e c t .  

A r t i c l e  D :  Te rmina t ion ;  Remedies 

S e c t i o n  D. 1. C a n c e l l a t i o n  by Coopera t ing  Country.  

The Coopera t ing  Country  may, by g i v i n g  A I D  30 days  w r i t t e n  

n o t i c e ,  c a n c e l  any p a r t  of t h e  A s s i s t a n c e  which has  n o t  been d i s b u r s e d  

o r  c o n z i t t ~ d  f o r  d i sbursement  t o  t h i r d  p a r t i e s .  

S e c t i o n  D. 1. Events  of D e f a u l t ;  A c c e l e r a t i o n .  

I t  w i l l  be a n  "Event of D e f a u l t "  i f  t h e  C o o p e r a t i n g  Country 

b s h a l l  have f a i l e d ;  (a) t o  pay when due any i n t e r e s t  o r  i n s t a l l m e n t  of 



p r i n c i p a l  r e q u i r e d  under  t h i s  Agreement, o r  ( b )  t o  conply  vith any o t h e r  

p r o v i s i o n  of t h i s  Agreement, o r  ( c )  t o  pay when due any i n t e r e s t  o r  

i n s t a l l m e n t  of p r i n c i p a l  o r  o t h e r  payment r e q u i r e d  under  any o t h e r  l o a n ,  

g u a r a n t y  o r  o t h e r  agreement  between t h e  C o o p e r a t i n g  Country o r  any of 

PAGE NO. 

6A-3-34 

i t s  a g e n c i e s  and A I D  o r  any of i t s  p r e d e c e s s o r  a g e n c i e s .  I f  a n  Event  

of D e f a u l t  s h a l l  have o c c u r r e d ,  t h e n  A I D  may g i v e  t h e  Coopera t ing  

Country  n o t i c e  t h a t  a l l  o r  any p a r t  of t h e  u n r e p a i d  P r i n c i p a l  w i l l  be 

due and payab le  s i x t y  (60) days  t h e r e a f t e r ,  and,  u n l e s s  s u c h  Event  of 

D e f a u l t  i s  cured  w i t h i n  t h a t  t ime ;  

(1) such  r e p a i d  P r i n c i p a l  and a c c r u e d  i n t e r e s t  

EFFECTIVE DATE 

September 30, 1982 

hereunder  w i l l  be due and payab le  immedia te ly ,  and 

( 2 )  t h e  amount of any f u r t h e r  d i s b u r s e m e n t s  made 

p u r s u a n t  t o  t h e n  o u t s t a n d i n g  cdmmitnents t o  t h i r d  

p a r t i e s  o r  o t h e r w i s e  w i l l  become due and payab le  a s  

soon a s  made. 

S e c t i o n  D. 3 S u s ~ e n s i o n .  

I f  a t  any t i n e :  

TRANS. MEMO NO. 

3:43 

( a )  An Event  of D e f a u l t  h a s  o c c u r r e d ;  o r  

AID HANDBOOK 3, 6 ~ - 3  

( b )  An e v e n t  o c c u r s  t h a t  A I D  d e t e r m i n e s  t o  be a n  e x t r a o r d i n a r y  

s i t u a t i o n  t h a t  makes i t  improbable  e i t h e r  t h e t  t h e  purpose  of t h e  

A s s i s t a n c e  w i l l  be a t t a i n e d  o r  t h a t  t h e  Coopera t ing  Country w i l l  be a b l e  

t o  p e r f o r n  i t s  o b l i g a t i o n s  under  t h i s  Agreement; o r  

( c )  Any d i sbursement  by A I D  would be i n  v i o l a t i o n  of t h e  

l e g i s l a t i o n  govern ing  AID; o r  

( d )  The Coopera t ing  Country s h ~ l l  have f a i l e d  t o  pay when due 

any i n t e r e s t ,  i n s t a l l m e n t  of p r i n c i p a l  o r  o t h e r  payment r e q u i r e d  under  



any o t h e r  l o a n ,  g u a r a n t y ,  o r  o t h e r  agreement  between t h e  C o o p e r a t i n g  

Country  o r  any o f  i t s  a g e n c i e s  and t h e  Government of t h e  U n i t e d  S t a t e s  

o r  any o f  i t s  a g e n c i e s ;  

AID HANDBOOK 3, 6 ~ - 3  

( I )  suspend o r  c a n c e l  o u t s t a n d i n g  commitment 

documents t o  t h e  e x t e n t  t h e y  have n o t  been 

u t i l i z e d  th rough  i r r e v o c a b l e  commitments t o  

t h i r d  p a r t i e s  o r  o t h e r w i s e ,  g i v i n g  prompt 

n o t i c e  t h e r e o f  t o  t h e  C o o p e r a t i n g  Count ry ;  

( 2 )  d e c l i n e  t o  i s s u e  a d d i t i o n a l  commitment 

documents o r  t o  make d i sbursement  o t h e r  t h a n  

under  e x i s t i n g  ones;  and 

( 3 )  a t  A I D ' S  expense ,  d i r e c t  t h a t  t i t l e  t o  

goods f i n a n c e d  under  t h e  A s s i s t a n c e  be t r a n s -  

f e r r e d  t o  A I D  i f  t h e  goods a r e  from a s o u r c e  

TRANS. MEMO NO. 

3:43 

o u t s i d e  t h e  C o o p e r a t i n g  Country ,  a r e  i n  a  

d e l i v e r a b l e  s t a t e  and have n o t  been o f f l o a d e d  

i n  p o r t s  of e n t r y  of t h e  C o o p e r a t i n g  Country.  

Any d i sbursement  made under  t h e  Loan w i t h  

r e s p e c t  t o  such  t r a n s f e r r e d  goods w i l l  be  

d e d u c t e d  from P r i n c i p a l .  

EFFECTIVE DATE 

September 30, 1982 

S e c t i o n  D. 4 C a n c e l l a t i o n  by AID, 

I f ,  w i t h i n  s i x t y  ( 60 )  days  from t h e  d a t e  of any s u s p e n s i o n  of 

d i s b u r s e m e n t s  p u r s u a n t  t o  S e c t i o n  D . 3 . ,  c a u s e  o r  c a u s e s  t h e r e o f  have n o t  



been c o r r e c t e d ,  A I D  may c a n c e l  any p a r t  of t h e  A s s i s t a n c e  t h a t  i s  n o t  

t h e n  d i s b u r s e d  o r  i r r e v o c a b l y  c o m i t t e d  t o  t h i r d  p a r t i e s .  

PAGE NO. 
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S e c t i o n  D. 5 Continued E f f e c t i v e n e s s  of Agreement, 

Notwi ths tand ing  any c a n c e l l z t i o n ,  s u s p e n s i o n  of d i s b u r s e m e n t ,  

o r  a c c e l e r a t i o n  of repayment,  t h e  p r o v i s i o n s  of t h i s  Agreement w i l l  con- 

t i n u e  i n  e f f e c t  u n t i l  t h e  payment i n  f u l l  of a l l  P r i n c i p a l  and a c c r u e d  

i n t e r e s t  h e r e u n d e r ,  p rov ided ,  t h a t  any o b l i g a t i o n s  a r i s i n g  o u t  of t h e  

e x p e n d i t u r e  of G r a n t  funds  w i l l  n o t  b e  e x t i n g u i s h e d  by such  payment o f  p r i n c i p a l  

EFFECTIVE DATE 

September 30, 1982 

and i n t e r e s t .  

S e c t i o n  D. 6 Refunds. 

( a )  I n  t h e  c a s e  of any d i sbursement  which i s  n o t  s u p p o r t e d  by 

TRANS. M E M O  NO. 

3:43 

v a l i d  documenta t ion  i n  accordance  w i t h  t h i s  Agreement, o r  which i s  n o t  

AID HANDBOOK 3, A~~ 6 ~ -  3 

made o r  used i n  accordance  w i t h  t h i s  Agreement, o r  which was f o r  goods 

o r  s e r v i c e s  n o t  used i n  accordance  w i t h  t h i s  Agreement, A I D ,  no twi th -  

s t a n d i n g  t h e  a v a i l a b i l i t y  o r  e x e r c i s e  of any o t h e r  remedies  p rov ided  

f o r  under  t h i s  Agreement, may r e q u i r e  t h e  C o o p e r a t i n g  Country  t o  r e f u n d  

t h e  amount of such  d i sbursement  i n  U.S. D o l l a r s  t o  A I D  w i t h i n  s i x t y  

(60)  days  a f t e r  r e c e i p t  of a  r e q u r e s t  t h e r e f o r .  

( b )  I f  t h e  f a i l u r e  of t h e  C o o p e r a t i n g  Country  t o  comply w i t h  

any of i t s  o b l i g a t i o n s  under  t h i s  Agreement h a s  t h e  r e s u l t  t h a t  goods o r  

s e r v i c e s  f i n a n c e d  under  t h e  A s s i s t a n c e  a r e  n o t  used  e f f e c t i v e l y  i n  

a c c o r d a n c e  w i t h  t h i s  Agreement, A I D  may r e q u i r e  t h e  Coopera t ing  Country  

t o  r e fund  a l l  o r  any p a r t  of t h e  amount of t h e  d i s b u r s e m e n t s  under  t h i s  

Agreement f o r  such  goods o r  s e r v i c e s  i n  U.S. d o l l a r s  t o  A I D  w i t h i n  

s i x t y  (60) days  a f t e r  r e c e i p t  of a  r e q u e s t  t h e r e f o r .  
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( c )  The r i g h t  u n d e r  s u b s e c t i o n  ( a )  o r  ( b )  t o  r e q u i r e  s u c h  a  

r 
I r e f u n d  of a d i s b u r s e m e n t  w i l l  c o n t i n u e ,  n o t w i t h s t a n d i n g  any o t h e r  pro-  

v i s i o n  of t h i s  A g r e c n e n t ,  f o r  t h r e e  y e a r s  from t h e  d a t e  of t h e  l a s t  

d i s b u r s e m e n t  u n d e r  t h i s  Agreement. 

( d )  (1) Any r e f u n d  u n d e r  s u b s e c t i o n  ( a )  o r  ( b ) ,  o r  ( 2 )  any 

r e f u n d  t o  A I D  f r o n  a  c o n t r a c t o r ,  s u p p l i e r ,  bank o r  o t h e r  t h i r d  p a r t y  
I 
'i 

w i t h  r e s p e c t  t o  goods  o r  s e r v i c e s  f i n a n c e d  u n d e r  t h e  A s s i s t a n c e ,  which 

r e f u n d  r e l a t e s  t o  a n  u n r e a s o n a b l e  p r i c e  f o r  o r  e r r o n e o u s  i n v o i c i n g  of 

goods  o r  s e r v i c e s ,  o r  t o  goods t h a t  d i d  n o t  conform t o  s p e c i f i c a t i o n s ,  

o r  t o  s e r v i c e s  t h a t  were i n a d e q u a t e ,  will (4) be nade  a v a i l a b l e  f i r s t  

f o r  t h e  c o s t  of goods and s e r v i c e s  r e q u i r e d  f o r  t h e  P r o j e c t ,  t o  t h e  

e x t e n t  j u s t i f i e d ,  and (3) t h e  r e m a i n d e r ,  i f  a n y ,  ( i )  i f  d e r i v e d  from 

Loan f u n d s ,  w i l l  be a p p l i e d  t o  t h e  i r l s t a l l m e n t s  of  P r i n c i p a l  i n  t h e  

i n v e r s e  o r d e r  o f  t h e i r  m a t u r i t y  and t h e  amount of t h e  Loan r e d u c e d  by 

t h e  amount of s c c h  r ema inde r ,  and ( i i )  i f  d e r i v e d  f rom G r a n t  f u n d s ,  

w i l l  be a p p l i e d  t o  r e d u c e  t h e  amount of t h e  G r a n t .  

( e )  Any i n t e r e s t  o r  o t h e r  e a r n i n g s  on G r a n t  f u n d s  d i s b u r s e d  

by A I D  t o  t h e  C o o p e r a t i n g  Country  under  t h i s  Agreement p r i o r  t o  t h e  

a u t h o r i z e d  u s e  of s u c h  f u n d s  f o r  t h e  P r o j e c t  w i l l  be r e t u r n e d  t o  A I D  

i n  3,s. Dcllars by t h e  C o o p e r a t i n g  Country .  

S e c t i o n  D. 7 Nonwaiver of Rcme2iss. 

No a e l a y  i n  e x e r c i s i n g  any r i g h t  o r  remedy a c c r u i n g  t o  a P a r t y  

i n  c o n n e c t i o n  w i t h  i t s  f i n a n c i n g  u n d e r  t h i s  Agreement w i l l  be c o n s t r u e d  

a s  a wa ive r  of  s u c h  r i g h t  o r  remedy. 
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The Cooperat ing Country a g r e e s ,  upon r e q u e s t ,  t o  execu t e  a n  

TRANS. M E M O  NO. 

3 : 43 
PAGE NO. 
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assignment t o  A I D  of any cause  of a c t i o n  which may acc rue  t o  t h e  

EFFECTIVE DATE 

Se~tember  30. 1982 

Cooperat ing Country i n  connec t ion  wi th  o r  a r i s i n g  ou t  of t h e  c o n t r a c t u a l  

performance o r  b reach  of performance by a  p a r t y  t o  a  d i r e c t  U.S.  D o l l a r  

c o n t r a c t  w i th  A I D  f inanced  i n  whole o r  i n  p a r t  o u t  o f  funds g r an t ed  by 

A I D  under t h i s i hg reemen t .  
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APPENDTX 6A-4 

GRANT PROJECT AGREEKFXI' 

Between the United Stites of America, acting through 
the Agency for International Developmcnt (AID) 

AND 

- - -  

(G ran tec) 

- 

1 
The above-named parties hcreby mutually agree to cany out the Project described in this Agreement in accord- 

I. Project Title 

ance with (1)  the terms of this Agreement, including any annexes attached hereto, m d  (2) any g e n c d  agree- 
ment bctween the two govcrnments regarding economic or technical cooperation. 

2. AID Project h'umba 

I 

S S 
6. This Ayrccment consists of this title page and 

5. Project .-issistzmce Completion Date 9. Amount of AID Grant 4. Grantee Contribution to tlle Project 

, 
Sidnature 

Title 

Date 

8. For the Agency for International Development 
Typed Kame 

Signature 

Title 

Date 
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PROJ Em AGREEhIENT k\lE NDhIENT 

Between the United States of America, acting rhrough 
the Agency for International Devclopmcnt (AID) 

AND 

(Grantce) 

1.  Project r i t le  

I 

5. The Project Agreement identified above is hereby amended as follows: 

2. AID Project Xumber 

I 

3. Amendmcnt Number 4. Date of Original Agreement 

6. For the Grantce 
Typcd Name 

7. For the Agency for International Dc\-elopment 
Typed Name' 

Signature Signat urc 
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PKOJECT AGKELIILST APPENDIX 6A-4- 3 

h n c x  .4 

PROJECT DESCRIPTION 

I 

3. This Projcct consists of: 

1. Project Title 

4 Special Provisions 

2. AID Projcct Numbcr 
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I 

4. A D  Project Number  15. Date of Project Agreement 

PROJECT 1.L1PLF.hIENTATION LETTER (PIL) 
I 

6. Docurncntation (Complete contitrwtiorr sheets on bond, number pager and state PIL Numbrr.)  

I .  PIL Sumbe: 

Projcct Title 3. Country 

7. For the Grantee 
Typed Namc 

- 
8. For the Agency for Intcmational Development 

Typed Name 

Signature 

Ti tlc 

I 

AID lSSO.17C (5-79) 

Signature 

Title 
I 

Date Date 
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PROJECT AGREEMENT 

PROAG STANDARD PROVISIONS ANNEX 

A. Refcrcnce to  'this Agreement' means the original Project Agreement as modified by any revisions 
which havc entered into effect. Reference t o  'cooperating country' means the country or territory of 
the Grantee. 

B. (1) AID will make available the amount specified in Block 3 of this Agreement, as necessary for 
the Project, as may be further described in Annex A. 

(2) Thc Grantee will make available the amount specified in Block 4 of this Agreement, as neces- 
sary for the Project, as may further be described in Annex A. The Grantee will also make, or arrange 
to havc made, additiond contributions of property, services, facilities and funds required for canying 
out the Project as specified in Annex A. 

C. AID and the Grantee may obtain the assistance of other public and private agcncies in carrying 
out thcir respective obligations under this Agreement. The two parties may agree to accept contribu- 
tions of property, services, facilities and funds for purposes of this Agreement from other public and 
private agencies, and may agree upon the participation of any such third party in calqing out activi- 
ties under this Agreement. 

D. Esccpt as otherwise specified herein or subsequently agreed by the parties, all contributions of 
the partics pursuant t o  this Agreement shall be made on or before the Project Assistance Completion 
Date, or amended date. A contribution of goods or services shall be considered to  have been made 
whcn the services have been performed and the goods furnished as colltemplated in this Agreement. 
Disbursement of funds may take place after final contributions have been made, but AID shall not be 
required to disburse funds hereunder after the expiration of nine months following the estimated Pro- 
ject Assistance Completion Date (Block 5 of this Agreement) or any amended Project Assistance Com- 
pletion Date specified. 

E.. The procurement of commodities and services to  be financed in whole or in part by AID may 
(where so required by AID procedures) be  undertaken only pursuant to Project Implementation Or- 
d e n  (PIOs) issued by AID. 

F. Unless otherwise specified in the applicable PI0  or Project Implementation Letter (PIL), the pro- 
curement of commodities imported specifically for the Project and financed with the AID contribu- 
tion refcrred to  in Block 3 of this Agreement shall be subject to  the provisions of AID Regulation 1. 

G. Unless otherwise agreed by the parties o r  otherwise specified in the applicable PIO, title to all 
property procured through financing by AID pursuant to  Block 3 of this Agreement shall be in the 
Grantee, or such public or private agency as it may authorize. 

E-I. (1) Any property furnished to either party through financing by the other party pursuant to this 
Agreement shall, unless otherwise agreed by the party which financed the procurement, be used ef- 
fectively for the purposes of the Project in accordance with this Agreement, and upon complction of 
the Project, will be used so as t o  further the objectives sought in carrying out the Project. Either party 
shall offer to return t o  the other, or to reimburse the other for, any property which it obtains through 

AID 1330-17D (5.79) 
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financing by the other party pursuant t o  this Agreement which is not used in accordance with the pre- 
ceding sentence. 

(2) Any funds provided to  either party pursuant to  this .Agreement which are not used in accord- 
ancc with this Agreement, shall be rcfunded to  the party providing the funds. 

(3) Any interest or other earnings on funds provided by AID t o  the Grantee under this Agree- 
ment will be returned to  AID by the Grantee. 

I. (1) If AID and any public or private organization h~mishing conlmodities through AID financing 
for operations hereunder in the cooperating countn .  is, under the laws, regllations or  administrativc 
procedures of the cooperating country, liable for customs, duties and import tavcs on commodities 
imported into the cooperating country for purposes of carrying out this Agreement, the Grantec will 
pay such duties and taxes unless exemption is othenvise provided by any applicable international 
agreement . 

(2) If any personnel (other than citizens and residents of the cooperating country), whether 
United States Governrncnt employees, or employees of public or  private organizatioils under contract 
with, or  individuals under contract with AID, the Grantee or any agency ailthorized by the Grantee, 
who arc present in the cooperating country to  provide sen-ices which .AID has agreed t o  furnish or fin- 
ance under this Agreement, are under the laws, replztions or administrative procedures of the cooper- 
ative country, liable for income and social security taxes with respect t o  income which they are obliga- 
ted to  pay income or  social security taxcs to  the Government of the United States of --lmerica, for pro- 
pcrty taxes on personal property intcnded for their o m  use, or for the payment of any tariff o r  duty 
upon pcrsonal or  household goods brought into the coopersting c o u n t n  for the personal use of thcm- 
sclvcs and members of their families (not including j11ch personal or  household goods as may be sold 
by any such persoilncl in the cooperating country) or if any firm, not normally resident in the cooper- 
ating country, is liable for income, receipts, or  other taxes on work financed by =UD hereunder, thc 
grantee will pay such taxes, tariff, or  duty unless eselnption is othen\.isc provided by any applicable 
international agreement. 

J. If fullds provided by AID are introduced into the cooperating country by .AID or  any public or 
private agcncy for purposcs of carrying out  obligations o f  =UD hereunder, the Grantee will make such 
arrangcmcnts as may be necessary so  that such funds shall be convertible into currency of the cooper* 
tin: country at the highest ratc which, at the time the conversion is made, is not unlawful in the coop- 
erating country. 

K. AID shall cxpend funds and carry on operations pursuant to this .Agreement only in accordance 
with thc iipplicablc laws and rcgllations of the United States Governmcnt. 

I,. Thc two parties shall have the right at any time to o b s e i ~ e  operations carried out under this 
Agreement. Either party during the tcrln of the Project and for three years after the conlyletion of 
thc Project shall further have the right (1) to  esalnine any property procured through financing by 
that party under this Agrecment, wherever such properr! is located, and (2)  to inspect and audit 
any records and accounts with respect to  f~lnds provided by, o r  any properties and contract services 
procured thmngh fitlancing by, that party under this Agreement, 1%-herevcr such records may be lo- 
cated and maintained. Each party, in arranging for any disposition of any property procured 
through financing by  the other party under this .lgeemcnt, shdl  assure that the rights of exatnina- 
tion, inspecti011 and audit described in the preceding sentence are resencd to  the party which did 
the financing. 

AID 1330-1 7D (5-79) 
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>I.  AID and thc Grantee shall each furnish the other I\-ith such information as may be needed to  
detem~inc the nature and scope of operations under this .Agreement and to evaluate the effective- 
nrss of such operations. 

. Tile present Agreement shall enter into force \\-hen signed. Either party may terminate this 
Ageemcnt by giving the other party thirty (30) days written notice of intention to terminate it. 
Termination o f  this Agreement shall terminate any obligations of the t\vo parties to make contribu- 
tions pursuant to  Blocks 5 and 4 of this Agreement, except for payments which they are committed 
t1.1 make pursuant to  noncancellable commitments entered into with third parties prior t o  the ter- 
ncination of the Akreement. It is expressly understood that the obligations under paragraph H relat- 
ing to the use of  property or funds shall remain in force after such termination. In addition, upon 
such tern~inatio:~ AID may, at Am's expense, direct that title to goods financed under the Grant be 
transferred to AID if the goods are from a source outside the Grantee's countr)., are in a deliverable 
state and have not been offloaded in ports of e n t n  of the Grantee's countr);. 

0. To assist in the implementationof the Project, .UQ from time to time, may issue PILs that will 
furnish additional information about matters stated i r i  this Agreement. The parties may also use 
joir!rl~. agreed-upon PILs to  confirm and record their mutual understanding on aspects of the im- 
p1crnc;itation of this Agreement. 

P. The Grantee agrees, upon request, to esecute an assignment to .AID of any cause of action 
\r.llich may accnle to  the Grantee in connection ki th  or arising out of the contractusl performance 

L, or  breach of pcrforman~:~ by a party t o  a direct U.S. Dollar contract with .AID financed in whole or 
in part out of funds granted by AID under this .Agreement. 
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AID HANDBOOK 3, App 6B 

GUIDANCE NOTES FOR PREPARING MODEL PROJECT AGREEMENTS 

This guidance i s  keyed t o  the  model P r o j e c t  Loan Agreement and i t s  tw in  
P r o j e c t  Grant Agreement i n  Appendices 68-1 and 6 A-2 t o  Chapter 6 ,  and t h e i r  
standard prov is ions  annexes. Since the  modules are  almost c m p l  e t e l y  para1 l e l  , 
on ly  one sec t i on  reference i s  given; where the  modules d iverge,  t h i s  i s  
ind ica ted,  w i t h  the  g ran t  numbering preceding. 

1 TRANS. MEMO NO. 

3 ; 4 3  

I n  the  model agreement fo rna ts ,  square brackets [ ] are used t o  i n d i c a t e  
t h a t  a  d r a f t i n g  dec is ion  o f  some s o r t  (e.g., inc lude,  exclude, o r  modi fy)  i s  
needed. It should be noted t h a t  i t  has n o t  been f e l t  necesstry t o  bracket  
a l l  such prov is ions ;  e.g., a d d i t i o n a l  cond i t i ons  precedent and the  i nves t -  - 
ment guaranty c lause are no t  so bracketed. 

Notes 

EFFECTIVE DATE 

September 30, 1982 

Paoe 1. " A . I . D .  P r o j e c t  No." i s  t he  seven-d ig i t  number used fo r  the  
I 

p r o j e c t  s ince the  PID stage (HB 3,  Appendix 5 A ) .  

PAGE NO. 
6B-1 

A r t i c l e  1: 'This i n t r o d u c t o r y  clause has techn ica l  f unc t i ons  
(e.g., i d e n t i f y i n g  t h e  "Par t i es " )  b u t  a l s o  the  more important  one of 
s t a t i n g  t h a t  i t  i s  the  Borrower/Grantee ( " B / G "  i n  these notes)  which 
i s  undertak ing -- i . e . ,  i s  fundamentally responsib le f o r  -- the  P r o j e c t .  

( I f  i t  i s  wished t o  i d e n t i f y  the  B/G throughout the  Agreement i n  some o ther  
appropr iate fashion r a t h e r  than by "Borrower" o r  "Grantee," t h i s  may be 
done; e.g., Borrower may p r e f e r  t o  be i d e n t i f i e d  as "Government" o r  by i t s  
f u l l  name, e t c . )  

Sec. 2.1: I n s e r t  here the  basic d e f i n i t i o n  o f  the  P r o j e c t  contained i n  
the  au tho r i za t i on ;  the  d e f i n i t i o n  i n  the  au tho r i za t i on  may need t o  be, and 
can be, amp1 i f i e d ,  based on the f u l l e r  d e s c r i p t i o n  i n  the  P r o j e c t  Paper. 
The r e s u l t i n g  P r o j e c t  d e f i n i t i o n  i n  t h i s  Sect ion 2.1 w i l l  be a r e l a t i v e l y  
succ inc t  2nd broadly s ta ted overview o f  the P ro jec t ,  as compared w i t h  the  
more d e t a i l e d  e labora t i on  o f  t h i s  d e f i n i t i o r r  i n  Annex 1 ,  Appendix6C-1. 

I t  must be borne i n  mind t h a t  the  d e s c r i p t i o n  i n  Sec. 2.1 i s  n o t  sub jec t  
t o  change w i thou t  formal amendment o f  the  Agreement (and i f  necessary o f  the 
a u t h o r i z 2 t i o n ) .  

The Sec. 2.1 d e s c r i p t i o n  may inc lude  a  statement, taken from o r  com- 
p a t i b l e  w i t h  the  P r o j e c t  Paper, o f  the o v e r a l l  goal of the  P ro jec t .  The 
purpose o r  purposes o f  the  P ro jec t  may a l so  be addressed here, and i t  i s  
l i k e l y  t h a t  a  general ized statement of the  nature  of a n t i c i p a t e d  outputs 
(no t  necessar i l y  q u a n t i f i e d  i n  t h i s  sec t ion)  w i l l  be appropr iate.  It i s  
u n i i k e l y  t h a t  i npu ts  w i l l  be addressed here i n  d e t a i l .  

The reason f o r  d i v i d i n g  the  d e s c r i p t i o n  i n  two pa r t s  i s  t o  a1 low f o r  
d i sc r im ina t ion ,  i n  record ing the  understandings o f  the Par t ies ,  between 
the basic essen t ia l s  o f  the  Pro jec t ,  which i t  i s  n o t  expected w i l l  be 



changed, and the more detailed understandings and expectations of 
the Parties. As to the latter, while change is not necessarily to 
be expected, experience and developments in the course of Project 
implementation may demonstrate the need for refinement or revision, 
though not to the extent of approaching fundamental changes in the 
Project. For fundamental changes, amendment of the Agreement, and 
if necessary consent of the authorizing official, will be required. 

PAGE NO. 
6B- 2 

Annex 1 (App 6C-1) may utilize the "Description of the 
Project from the Project Paper (PP) (See Chap. 3) but, in drafting 
and negotiating an Agreement, it is not expected that its Annex 1 
will often be a word-for-word transposition of the PP description 
--even though it is also true that fundamental or major departures 

3 
from the contents of the PP will not take place without the approval 
of the authorizing official. The needs to update data, and to 
refine it technically (e.g., by removing certain quantification) 
must be borne in mind when drafting an Agreement description, as 
compared with a PP description. To illustrate the removal of 
certain quantification: a PP may speak of 48  worker-months of 
technical services. In the Agreement's description, it may be 
preferred to identify the technical services without quantification, 
or at most to say "approximately 48 worker-months." Particularly 
where A.I.D. inputs are described, such adjustments may reduce any 
B/G misapprehension that; e.g., A.I.D. is committed to helping with 
no less than 48  worker-months. - 

(However, where the quantification is of targets or of 
evaluation criteria, more precise quantification may be appropriate.) 

EFFECTIVE DATE 

September 30, 1982 

Again, in the Agreement description it may be preferred to 
consolidate items from a given PP description, to qualify them 
differently, to elide, etc. 

The aim of an Agreement's detailed description is full 
understanding between the Parties as to what is to be done, in what 
manner and by whom, when, and at whose cost. 

TRANS. MEMO NO. 
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The length of description needed, in Sec. 2.1 and Annex 1, 
Appendix 6C-1 will vary: for, e.g., a road project, the description 
may be simple; for a rural health system with a number of 
components, more detail is likely to be needed. 

AID HANDBOOK 3 ,  App 6B 

Even if a more detailed "Implementation Plan," or 
additional financial planning data, are to be submitted as 
Conditions Precedent -- which can be done -- outlines of the same in 
Annex 1 help assure joint understanding. 

Thus, Annex 1 (App 6C-1) can outline the Project, 
explaining what is to be done in what sequence, by what modes, by 
what agencies, under what conditions, utilizing what criteria, 
supported by what undertakings of the B/G, and contemplating what 
significant organizational or institutional arrangements. If 
sub-project or sub-activity review and approval is needed, important 
nnnrzatinn n r n r . n A i r r - c  fnr tho c a m n  chniild ho a t a t e d -  



Fixed amount reimbursement (FAR) procedures, if used, 
should be outlined (see Ch. 3, App. 30). 

AID HANDBOOK 3 ,  App 6B 

If there are significant financial mechanisms - e.g., a 
fund - to be established, Annex 1 (Appendix 6C-1) should outline how 
it is to be established, by whom administered, giving what 
approvals, etc.; also, if appropriate, what restrictions pertain to 
the mechanism's activity - eligibility criteria for subactivities, 
etc. 

TRANS. MEMO NO. EFFECTIVE D A T E  PAGE N . 

Targets, identified as such, may be identified, including 
the planned End of Project Status (EOPS). 

3 :43  I September 30, 1982 1 6 ~ - 3  

The description should observe expressly the distinction 
between targets (dates, inputs, outputs, etc.) and commitments or 
promises. (Failure to meet a target stated in Annex 1 may become a 
violation of the Agreement indirectly, however, because of the B/G1s 
covenant in Sec.B.Z(a) to carry out the Project diligently, etc.) 
Accordingly, promises of either side which must be independently 
solid should be located in the covenants or financial undertakings 
articles. 

Thus, Annex 1 may describe expected or planned future 
situations in such terms as: "The Parties anticipate ...[ or intend] 
that...;" or "having an estimated number of..."etc. A statement, 
even though in the Project description, that B/G or that A.I.D. will 
do a certain specific thing--e.g., contribute 38 worker-months or 
services, etc.--will be generally regarded as a promise. 
Consequently, commitments should not be made here that are not 
intended. 

Annex 1 (Appendix 6C-1) is likely to indicate the 
financial procedures for the respective Project elements, (e.g., one 
element will use FAR procedures, one element letters of commitment 
and of credit, one element AID-arranged participant training, etc.). 

A financial plan will be included in Annex 1; it can be 
identified as Attachment 1 to Annex 1. It must be clear that the 
financial plan is subject to change by the representatives named in 
Sec. 8.3/9.3, without formal amendment of the Agreement. 



See Appendix 6C-1 for additional guidance on the financial 
plan and the instructions on the reverse side of the illustrative 
plan at Appendix 6C, Exhibit 1 and 2. 

PAGE NO. 
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The financial plan will reflect the sources and uses of all 
funds needed to carry out the Project, broken down by project 
input. The financial plan will indicate the amounts budgeted for 
the respective project inputs from AID, the B / G  and any other 
sources, such as participating communities or sub-borrowers. The 
financial plan may also indicate the breakdown between the dollar 

3 
and local currency financing contemplated. 

The organization of this financial planning data by 
"project inputs" is important. Project inputs, which were earlier 
known as Project Specific Inputs, are the sub-groupings of related 
activities under a project which serves to characterize it with a 
little more detail than is afforded by the unitary concept of the 
project. These sub-groupings are used in the project review 
process, and in the presentation to Congress of data on the 
project. (For grants, they replace the "Standardized Cost 
Components.") There is not a standard nomenclature for project 
inputs; they are identified in the course of project development. 
They will form one of the bases of the project accounting system 
under development. 

An illustrative financial plan is shown in Appendix 6C, 
Exhibits 1 and 2. In the case of incrementally funded projects, the 
sources of financing should be further broken down into "Cumulative 
Obligations" and "Future Years anticipated" columns as shown in the 
Attachment. 

AID HANDBOOK 3 ,  A~~ 6B 
EFFECTIVE DATE 

September 30, 1982 

It is important to be clear on the difference between the 
firm promises made in Article 3 of the Agreement as to funds to be 
provided [including the open-ended B / G  commitment of Sec. 3.2(a)], 
and the financial plan. 

3 
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, The financial plan is principally intended, as the name 
"plan" suggests, to reflect the intentions of the parties as of the 
time of its preparation. As far as the components of its totals are 



concerned (the totals being firm by virtue of Article 3 ) ,  these 
guidance notes do not require that the plan at the level of its 
components be stated as a binding constraint upon the parties, so 
that they may no,t without mutual agreement switch funds between 
components (i.e., between project inputs). However, if it is wished 
to impose such an internal constraint, (e.g., no switches between 
project inputs without mutual agreement, or not over 158, etc.), 
this may be done. 

AID HANDBOOK 3,  App 6B 

Normally the flexibility contemplated with regard to 
shifting funds between inputs should be specified. Also, limits on 
the extent of A.I.D. local cost financing may have been established, 
and will need to be reflected. In, e.g., the case of sector 
programs or activities composed of several diverse components, 
limits on reallocating funds among components may be established in 
the authorization or as a result of the project review process. 
Where such limits on switching are deemed appropriate, a formulation 
for the limitation should be developed for the project which takes 
into account the needs of the project and the size of the amounts, 
relative to each other, allocated to the inputs. 

The illustrative plan at Appendix 6C, Exhibits 1 and 2, may 
be adapted or revised as desired, but the data should be presented 
in tabular form unless the course of negotiations with the B/G 
indicates that the same data should be presented in narrative form. 

TRANS. MEMO NO. 
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The details shown on the financial plan, like the details 
in other parts of the description, are to be viewed as not without 
flexibility. In principle, failure of a Party to adhere to these 
details will not be regarded as an event of default under the 
Agreement, unless constituting a violation of a more specific 
covenant or other undertaking, or of a more general promise such as 
B/G1s covenant to diligently carry out the Project. Nevertheless, 
these financial details are aspects of the undertanding between the 
Parties, and have direct significance as such. 

EFFECTIVE DATE PAGE NO. 
September 30, 1 982 68-5 



S i g n i f i c a n t  changes, w i t h i n  the  t o t a l  s ta ted  i n  Sec. 3.1, i n  the  a~nounts 
of A. I .D.  f inanc ing  a l l o c a t e d  t o  each o f  t he  P r o j e c t  i npu ts  should be docu- 
mented by mutual agreement i n  w r i t i n g ,  as should s i g n i f i c a n t  changes among 
B/G i n p u t s  -- which must n o t  reduce the  B/G t o t a l  below the  a m u n t  s t a t e d  
i n  Sec. 3.2. This  b r i n g i n g  up t o  da te  o f  the  f i n a n c i a l  p lan  need n o t  neces- 
s a r i l y  occur i n  advance o f  t h e  issuance o f ;  e.g. , disbursement documentation 
which exceeds a  planned i n p u t  ( w i t h i n ,  f o r  A.1 .D., i t s  o v e r a l l  t o t a l  )', 
unless t h e  Agreement so requ i res .  The c r i t e r i a  f o r  determin ing what i s  a 
s i g n i - f i c a n t  change should be based on the  needs of each pro jec- t .  

PA E 0. 
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Revis ions of the  f i n a n c i a l  p lan can be executed o n l y  by representa t ives  
o f  the  p a r t i e s  designated i n  Secs. 8.3/9.3 o f  t h e  Agreement - n o t  by t h e i r  
delegates - s ince  the  p lan  i s  p a r t  o f  Annex 1  t o  t h e  Agreement. 

I f  t h e  pr r? jec t ls  budget has items f o r  "cont ingency" and " i n f l a t i o n "  these 
should be shown as such on the  f i n a n c i a l  t ab le ,  o r  lumped together  under 
"unal located."  The i r  a l l o c a t i o n  t o  more s p e c i f i c  costs,  du r ing  implementa- 
t i o n ,  would n o t  be a  reason fo r  r e v i s i n g  the  agreed budget. 

EFFECTIVE DATE 

September 30, 1982 

I n  the  case o f  P ro jec ts  funded incrementa l l y  by A. I .D. , A r t i c l e  3 would 
n o t  comni t f u l l  funding; see Grant Sec. 2.2. References t o  poss ib le  fu tu re  
fund ing  by A. I . D .  need t o  be app rop r ia te l y  hedged: d iscuss ion  o f  language . 
w i t h  which t o  descr ibe poss ib le  f u t u r e  A. I .D .  funds (e.g., " sub jec t  t o  
a v a i l a b i l i t y  of funds and t o  A. I .D. approval a t  t h a t  t ime" )  i s  under 
Sec. 2.2. 

I n  d e f i n i n g  the  "Pro ject , "  i t  should be borne i n  mind t h a t  f o r  A . I .D .  ' s  
i n p u t  purposes the  P r o j e c t  i s  complete when the  s t a t u s  pos tu la ted  as e x i s t -  
i n g  a t  t he  P r o j e c t  Assistance Completion Date i s  achieved. (Post-PACD 
eva lua t ion ,  i f  funded by A.  I .D. under the  Agreement, w i l l  be t r e a t e d  as an 
except ion under the  "agree otherwise"  language o f  t he  PACD p rov i s ion ,  and 
w i l l  n o t  r e q u i r e  1  a t e r  es tab l  ishment o f  the  PACD.) It w i l l  n o t  i n f r e -  
quen t l y  be t h e  case t h a t  what thc  B/G p r o p e r l y  regards as " i t s  p r o j e c t "  
w i l l  extend l a t e r  than the  l a s t  A . I .D .  i n p u t ,  i.e.,beyond the  PACD. 
Indeed, t h e  Agreement may impose d i r e c t  d u t i e s  on the  B/G; e.g., w i t h  
respect  t o  f u r t h e r  post-PACD inpu ts  (apa r t  f rom the  r o u t i n e  covenant t o  
operate, ma in ta in ,  e t c . ) .  I n  such cases, t he  B/G undertak ing can be 
r e f e r r e d  t o  as; e.g., " the  A c t i v i t y , "  to' separate i t  from the A.1.D.- 
ass i s ted  "P ro jec t "  which i s  l i m i t e d  i n  t ime by the  PAC;. 
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I n  t he  case c i  a p r o j e c t  which i s  i nc remen ta l l y  
i s ,  where A . i  .D. fund ing  f o r  29 i n i t i a l  p e r i o d  i s  

AID HANDBOOK 3, App 6B 

provided- f i r s t ,  w i t h  the  contemplat ion o f  a  f u r t h e r  s e y e n t  o r  segnents 
of A. I. D. funding t o  be prov idsd i n  a subsequent year  o r  years) ,  t h i s  
Sect ion i s  employed t o  d e f i n e  the r e l a t i o n s h i p s  between the  p a r t i e s  and 
the  l i m i t e d  na ture  o f  A. I . D .  I s  undertak ing w i t h  respect  t o  t he  p r c j e c t .  
"The P ro jec t "  i n  an i nc remen tz l l y  fundzd p r o j e c t  i s  a l l  o f  the  m u l t i y e a r  
spzn fo r  which A.I.D. approval has been given, n o t  j u s t  t h a t  f o r  which 
funds are  ob l i ga ted :  "P ro jec t "  i n  the  design sense, n o t  t he  fund ing  
sense. 



For the project to conform to its design, the PACD must, of 
course, be at the end of the designed period. 

AID HANDBOOK 3, App 6B 

Experience may indicate that this Sec 2.2 can be improved 
upon. A key part of the Section is in 2.2(a), which is designed to 
preclude the unauthorized commitment of future year A.I.D. funds by 
stating that future increments are subject, not only to availability 
of funds to A.I.D. for the purpose, but to mutual agreement of the 
parties to proceed. 

NSC 1550, reflected in HB 2, Part I, Ch. 5, bars 
commitments not duly approved. (A commitment is defined as a 
communication between a responsible U.S. official and a responsible 
foreign official which could reasonably be interpreted as a promise 
that the U.S. will provide a foreign government with funds, goods or 
services.) Commitments of future year funds which the Executive 
Branch has not yet formally determined to request from the Congress 
require clearance of the Director, OMB. If the Executive Branch has 
formally determined to ask Congress for future year funds, approval 
from the A.I.D. Administrator of the commitment is necessary, etc. 

TRANS. MEMO NO. 
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Stating that future assistance will be forthcoming "subject 
to availability of funds" does not cure the commitment problem - it 
merely avoids the anti-deficiency act. 

EFFECTIVE DATE 

September 30, 1982 

Consequently, references to anticipated future A.I.D. funds 
(which will not be made unless the authorizing official has given 
program approval therefor) should state that such funds are; e.g., 
"subject to availability of funds to A.I.D. for this purpose and to 
the mutual agreement of the Parties, at the time, to proceed." It 
may be indicated in negotiations that A.I.D. approval at that time 
would take into account whether satisfactory progress was being made. 

The same considerations need to be observed, with respect 
to future funds, in financial plans or other jointly agreed or 
approved documents. 



Sec. 2.2(c) provides a basis for establishing cutoff dates 
on the use of funds shorter than the PACD. The PACD will be at the 
end of the last approved increment - e.g., up to three years or 
longer (See HB 3, Ch. 8) whereas the first increment may be, e.g., 
one year's funds. In effect, Sec 2.2(c) permits imposing the 
requirement that the first year's money be spent the first year, and 
not spread over three or more years. 3 

P@_E9JO. 

Sec. 3.1: Material in square brackets related to the 
Alliance for Progress, is, of course, for such use exclusively, 
where appropriate. After "pursuant to...Act of 1961, as amended", 
there may be added, if desired, reference to the economic assistance 
bilateral. 

One of the three "foreign exchange local currency cost" 
alternatives listed here will be selected based on the 
authorization's mandate. E.g., if the authorization permits FX plus 
local currency costs without restriction, alternative #2 will be - 
chosen. 

Sec 3.2 Where under FAA Sec 110(a) and HB 3, App. Z.D, a 
country contribution of not less than 25% of the Project cost is 

AID HANDBOOK 3, App 6B 
EFFECTIVE DATE 

September 30, 1982 

required, this figure will be expected to demonstrate compliance. 
(This may not always be the case, however, for a variety of reasons, 
including possible constraints on country commitment of future year 
funds, as to which there may be letter assurances, etc.). Also, 
while the statutory requirement relates to most uses of development 
funds, it does not apply to every use. The 1975 legislation permits 
a waiver of the 25% requirement, too, for "relatively least 
developed" countries. And in addition, the 25% may be calculated on 
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the basis of "program" or "activities," as well as by projects. See 
HB-3, App. ZD. 

- 
For incrementally funded projects, if the B/G, as it may, 

commits in increments also, the B/G contribution indicated in Sec. 
3.2(b) would not be expected to be 25% of the total that A.I.D. 



anticipates putting in over the life of the project. Indeed, since 
the timing of A.I.D. and of the B/G inputs need not be synchronous 
e.g., host country costs may be needed earlier or later-- as of any 
increment but the last, Sec 3.2(b) might not show the expected 
ratio. The financial plan would, however. 

It has been preferred not to state explicitly in Sec 3.2 
that "the B/G will contribute at least 25%" of Project costs, in 
case this came to be viewed as indicating a maximum expected country 
contribution. 

AID HANDBOOK 3 ,  App ' 6B 

Sec 3.3, the Project Assistance Completion Date(PACD) -- 
See also HB-3, Ch. 1 at App. B -- is intended to reflect an emphasis 
on when the A.I.D. assistance is actually completed -- work 
performed and goods furnished-- rather than judging when a project 
is finished by when the last disbursement is made, which is often 
considerably later. 
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EFFECTIVE D A T E  

September 3 0 ,  1982 

In Sec. 3.3(a) the PACD is explicitly stated to be an 
estimate. Once established, it has consequences by virtue of 
sub-sections (b) and (c). 

pA&f-vjO. 

Under (b), control is exercised at the level of 
implementing documents, by granting or withholding issuance or 
approval of implementing documents which would authorize 
disbursements. The documents referred to are both (1) those which 
authorize disbursements in an anticipatory fashion, such as approval 
of a contract with an internal terminal date, or a Letter of 
Commitment with Letters of Credit with internal terminal dates; and 
(2) those which authorize disbursements on an after-the-fact basis, 
as a request for reimbursement may. (Note that these ,two 
illustrations may overlap, in that implementation documentation may 
give advance approval for the financing of work for which 
reimbursement will be later requested.) Sub-section (b) is intended 
to reach both forward approvals and after-the fact approvals, and to 
give A.I.D. the option to issue or approve either. 



In effect, Sec. 3.3 is policed through implementation 
documentation. A feature of A.I.D. implementation is that such 
documentation may be issued not only to the B/Gl but also directly 
to suppliers, as in the case of a U.S. supplier of commodities which 
will be shipped to the cooperating country for the project. The 
supplier is frequently paid on shipment from port -- at which time 
one will not necessarily know that the goods will be at the project 
site by the PACD. 

PAGE NO. 
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This has two consequences: (1) the section refers to 
goods "furnished for the Project, as contemplated in this 
Agreement;" it does not use the term delivered." ("Delivery" in 
such a case would often be interpreted as delivery on ship so that 
the supplier would get paid; this would detract from the focus on 
the goods being in the project by the PACD.) "Furnish" is intended 
to encompass both "delivery" in such a supplier's terms and delivery 
in the sense important to timely project completion. Consequently, 
(2) the discrimination between which kinds of implementation 
documentation at which points in time may be issued or approved by 
A.I.D. under sub-section (b) necessarily involves the judgment of 
the personnel approving the implementation documentation. 

For instance, in the case of payment for goods shipped by 
sea from the U.S. to a distant country, A.I.D. should not (without 
recourse to the exception procedures (e.g., "agree otherwise") 
permissible under the section, and relevant guidance as to their 
exercise), issue documentation which would authorize disbursement to 
a remote supplier of goods where the goods clearly cannot reach the 
Project within the PACD. However, once an affirmative judgment is 
made that to issue such documentation is proper, the internal 
terminal date in that documentation will govern disbursement under 
it, regardless of whether the goods eventually reach the Project 
within the PACD. 

EFFECTIVE DATE 

September 30 ,  1982 

Through all this, of course, the PACD-plus-nine-months 
period for request for disbursement will need to be observed. 

TRANS. MEMO NO. 
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Thus, it may be said that under the PACD provision, among 
the timing decisions critical to meeting the PACD are those which, 
e.g., establish the terminal date under a letter of credit 
sufficiently in advance of the PACD. 

AID HANDBOOK 3, A P ~  6B 

Section 3.3(a) permits the parties to agree to a different 
PACD than that stated in the Agreement, if the parties decide upon a 
different time frame for all the A.I.D. assistance. 

Section 3.3(b) permits A.I.D. to "agree otherwise" to the 
issuance or approval of documentation which would authorize 
disbursement, for items performed or furnished after the PACD. 
Essentially, this permits limited extensions for goods or services 
which would not otherwise meet the PACD test. 
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Such an extension could be granted for; e.g., one supplier, 
while maintaining the date for all else. The extension is limited 
by (perhaps among other factors) Sec. 3.3(c). 

Section 3.3(c) establishes a nine-month period after the 
PACD without which requests for disbursement must be received by 
A.I.D. (or the Letter of Commitment bank, in the case of requests 
under a bank Letter of Credit). A shorter 

EFFECTIVE DATE 

September 30, 1 982 
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p e r i o d  may be es tab l ished,  if desired,  f o r  a  p r o j e c t  i n  which t h e  payment pro-  
cedures a re  simple, and v i c e  versa. I n  c o n t r a s t  t o  Sec. 3.3(b), t h i s  p e r i o d  i s  
n o t  in tended t o  be ad jus ted  f o r  i n d i v i d u a l  i tems, but  r a t h e r  by (1) agreement 
w i t h  the  B/G t o  change t h e  PACD, o r  (2)  A. I.D. agreement t o  a  longer  pe r iod  
f o r  a l l  who w i l l  be request ing  disbursements. 
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Sec. 3.3 may be m o d i f i e d  f o r  a  F ixed Amount Reimbursement (FAR) contex t .  
Loan o r  g r a n t  Sec. 3.3(a) and (b)  may be rev i sed  as follows,. w i t h  no change 
i n  3.3(c):  

" (a )  The P r o j e c t  Assistance Completion Date (PACD), which i s  , 
19 , o r  such o the r  da te  as the  P a r t i e s  agree t o  i n  w r i t i n g ,  i s  the  da te  6y 
w h z h  t h e  Par t i es  est imate t h a t  a l l  p o r t i o n s  o f  t h e  P r o j e c t  f inanced j o i n t l y  
by them on a  Fixed h o u n t  Reimbursement (FAR) bas is  w i l l  have been completed, 
t h a t  a l l  serv ices  f inanced under t h e  [LoanIGrant] o the r  than on a  FAR bas is  
w i l l  have been p e r f o n e d ,  and t h a t  a1 1  goods financed under t h e  [Loan/Grant] 
o ther  than on a  FAR basis  w i l l  have been fu rn i shed  f o r  t h e  P ro jec t ,  as con- 
temp1 ated i n  t h i s  Agreement. 

" (b )  Except as A.I.D. may otherwise agree i n  w r i t i n g ,  A.I.D. w i l l  n o t  
i ssue o r  ap rove documentation which would au tho r i ze  disbursement o f  the  
[Loan/Grant 5 f o r  FAR p o r t i o n s  o f  the  P r o j e c t  completed subsequent t o  t h e  
PACD, or,  i n  t he  case o f  p o r t i o n s  o f  t h e  P r o j e c t  f inanced under the  [Loan/ 
Grant] o the r  than on a  FAR basis,  f o r  serv ices  performed subsequent t o  t he  
PACD o r  goods fu rn i shed  f o r  t h e  P ro jec t ,  as contemplated i n  t h i s  Agreement, 
subsequent t o  t h e  PACD." 

I EFFECTIVE DATE 

Septenlber 30-, 1982 

An Agreement us ing  the  above w i l l  need, i n  o the r  appropr ia te  p rov i s ions ,  
t o  de f i ne  what i s  meant i n  t h e  references t o  FAR and FAR po r t i ons .  W i th in  
t h e  p r i n c i p l e s  r e f l e c t e d  above, f o r  FAR agreements, Miss ions w i t h  advice 
o f  Agency l e g a l  s ta f f  may need t o ,  and may, a d j u s t  above 1  anguage t o  f i t  
the  circumstances. E.g., t h e  above PACD p r o v i s i o n  covers FAR, non-FAR 
goods, and non-FAR serv ices;  i f  f i n a n c i n g  o f  goods on a  non-FAR bas is  i s  
n o t  contemplated, t h i s  may be rev i sed  t o  ". . . any goods which may be 
f inanced . . . o the r  than on a  FAR bas is  . . ." e tc .  (Formulat ion w i t h  
"anyn and "may" leaves open poss ib le  l a t e r  non-FAR f i n a n c i n g  o f ,  e.g., 
goods, even though n o t  i n i t i a l l y  intended, and thus might  be p r e f e r a b l e  
t o  compl e t e  omission o f  re fe rence t o  goods. ) 

Imp1 ementation dccumnts , such as cont rac t5  o r  approval s  o f  elements 
o f  FAR work, can embody, i n  e f f e c t ,  t h e i r  own " te rmina l  dates ," which 
can be s h o r t e r  than, b u t  must be compatible w i th ,  t he  PACD. D i f f e r e n t i a -  
t i o n  o f  dates between FAR and non-FAR elements can be achieved i n  t h i s  
way. 
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If, e.g., t o  accomnodate r e t e n t i o n  o f  funds du r ing  a  warranty o r  
guarantee, i t  i s  necessary t o  make the  post-PACD p e r i o d  f o r  request ing  
disbursements longer  than 9 months, t h i s  may be done when the Agreement 
i s  d r a f t e d  o r  by PIL subsequently. 

AID HANDBOOK 3, 6~  



Warranty periods or testing periods, after a unit is 
operational, will not require the later establishment of the PACD; 
however, a training period called for by the project design must be 
within the PACD. Likewise, the PACD should be established to 
include delivery of necessary spare parts. 

AID HANDBOOK 3 ,  App 6B 

The financing by A.I.D. of services by an A/E firm in 
connection with disputes or claims arising out of construction or 
supply contracts would not be expected to take place within the 
PACD, since the dispute or claim would not normally be planned for. 
The financing of such services would be accomplished by the 
extension of the "PACD - plus nine months" period, assuming that the 
underlying construction or supply has been accomplished within the 
PACD . 

It is contemplated that standardized language will be 
prepared for a Project Implementation Letter (PIL) which will 
amplify for the parties the nature and effects of the PACD. 
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Loan Secs. 4.1, 4.2: These are the present basic 
development lending interest and repayment provisions. Other 
interest or repayment terms will be inserted, of course, if required 
by the authorization. 

3;43  

Loan Sec. 4.5: This renegotation clause was approved by 
A/AID after a review of the subject in depth. Proposed changes from 
this langauge would be reviewed at that level. 

EFFECTIVE DATE 

For Alliance loans, Sec. 4.5(a) may commence: "In the 
light of the undertakings of the United States of America and of the 
other signatories of the Act of Bogota and the Charter of Punta del 
Este to forge an Alliance for Progress," and conclude", taking into 
consideration the relative capital requirements of [name of country] 
and of the other signatories of the Act of Bogota and the Charter of 
Punta del Este." 

I PAGE NO. 
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Article 4/5: Conditions precedent will, of course, need to 
adapted to fit the needs of the particular project. Conditions 
ecedent help ensure that the expenditure of funds will occur in a 

way which will maximize the achievement of the purpose of the 
project. The listing here is illustrative, and oriented toward a 
capital project. A technical assistance project would need 
different and perhaps fewer conditions precedent (CP's). In both 
loans and grants, CP's help assure that funds will not be spent 
until they are well spent. (In loans, procedural CP's, such as a 
legal opinion and identification of authorized representatives, 
which are always required, have the additional function of helping 
to assure that the funds will be repaid, by tending to preclude 
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later arguments about legality or authority.) Nevertheless, since 
the country makes commitments - for project funding and otherwise - 
even in a grant agreement, it is important to be sure that the 
person and entity representing the host government has the authority 
to bind the government to the commitments made in the Agreement, and 
to fulfill them. CP's such as a legal opinion help assure this. 
However, judgments must be made: except in loans -- where the legal 
opinion has the added function of helping to assure repayment -- it 
will probably be the exceptional Project rather than the small or 
routine one where the CP of a legal opinion is judged necessary. 
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If the legal opinion can be ready by the time of Agreement 
execution, problems - such as authority to commit the B/G to action 
- can be resolved early. Reference in the CP sections to 
"documentation pursuant to which disbursement will be made" is 
intended to include the range of procedures A.I.D. has to authorize 
disbursements: Letters of Commitment, Letters of Credit, 
Participating Agency Service Agreement, direct contracts, orders for 
excess property, etc., including items now handled by PIO's. If 
desired, this may be made explicit in the Agreement, as by saying ". . . documentation (such as Letters of Commitment) pursuant to 
which disbursement will be made . . .," etc. 

Loan Sections 5.1 and 5.2 (Grant Secs. 4.1 and 4.2) are to 
be combined when appropriate, as when separate engineering and 
construction phasing of the project is not involved. 

In Sec. 4 or 5.l(a), where the position of the appropriate 
legal officer is known, this should be stated, e.g., "an opinion of 
the Attorney General of" the B/G. Sec. 4 or 5.l(d) refers, in 
"financial obligations" or B/G, to, e.g., budget allocations. 

AID HANDBOOK 3, App 68 
EFFECTIVE DATE 

September 30, 1982 

In Sec. 4 or 5.2(c), the CP on the evaluation program will 
be regarded as a standard CP, unless covered elsewhere, e.g., in 
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sufficient detail in the covenant section. It may be preferred to 
locate this CP within the initial CP's - as will be the case, of 
course, if there is not the second tier of CP's. 

CP's mentioning plans and specifications, etc., which will 
be reviewed and approved by A.I.D. should provide appropriate 
cross-reference to the review/approval Section C.3. 

Loan Section 5.2(a)(b) and Grant Section 4.2(a) and (b) 
must reflect the present AID review and approval policy for country 
contracts in excess of $100,000, including any local currency 
portion, as well as for invitations for bids and requests for 
proposals for procurement of construction services or project 



commodities estimated to exceed $100,000, including any local 
currency portion. HB 1 Supp. B, section 12C3g states this policy 
and also contains other elements of the contract process which may 
be the subject of conditions precedent or further discussion in the 
amplified description or PILs. 

AID HANDBOOK 3, &p 6 B  

Article 5/6: This Article will include any special 
covenants necessary, such as evaluation. 

Where to do so is appropriate and feasible, there may be 
built into the covenants suitable time limitations on their 
duration: of the Project, of facilities, of a sub-loan, of the 
loan, or of other standards may be employed. This may eliminate 
questions that sometimes arise as to the duration of a covenant that 
on its face appears to run forever. (The existence of a covenant 
may imply a continuing U.S. duty to monitor its compliance.) 
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However, since any such time limits on covenants cut both 
ways, they should be used only when clearly indicated. 

Sec. 5.1/6.1: This evaluation section may need 
modification to accord with the facts of a particular project. If 

EFFECTIVE D A T E  

September 30, 1982 

the evaluation program itself can be stated-and agreed-upon in this 
covenant, this should be done; otherwise, submission of an 
acceptable evaluation program (which should have been in draft at 
the PP stage) will normally be a condition precedent to 
disbursement. Alternatively, reference to an already submitted, 
jointly agreed plan may be made. Or, if the evaluation program is 
stated in the detailed description (Annex l), this covenant can 
refer to it, and constitute the promise to carry it out. 
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In this section, "objectives" denotes a generalized 
understanding of what the Parties have been trying to do; this 
should not necessarily be equated with the goal/purpose anglysis of 
the logical framework. 

Article 6/7 : Code 941 is the normal source or nationality 
designated for loans, but if the authorization set other limits 
(such as Code 000-U.S.), this must, of course, be reflected. 



The U.S.(Code 000) is the normal source or nationality for 
grants except for grants to countries which are determined to be 
"relatively least developed"(RLDC's). The normal source/nationality 
for grants to RLDC's is Code 941. But if the authorization sets 
other limits, tnis must, again, be reflected. - 

With regard to ocean transportation, when Code 000(U.S.) is 
authorized for procurement, A.I.D. will finance ocean transportation 
costs on only U.S. flag vessels. An exception to this policy is 
made when Code 000 is made the authorized source for particular 
commodities although Code 941 would otherwise have been the normally 
authorized source. In such cases, A.I.D. will finance ocean 
transportation costs on U.S. and Cooperating Country flag vessels. 
Under certain circumstances Code 941 and the Cooperating Country may 
be designated the authorized source for ocean transportation 
financed by A.I.D. General A.I.D. policy on ocean transportation is 
contained in HB-lB, Chapter 7. SER/COM should be consulted as to 
whether or not a determination has been or can be made to use Code 
941 and the Cooperating Country shipping. 

If the Agreement will finance commodities that may be 
subject to special source or related rules (Agricultural 

a 
commodities?) provision should be made for this. Details would, in 
any event, be provided in PIL s. 

AID HANDBOOK 3 A,,~ 68 
EFFECTIVE DATE 

I 
September 30, 1982 

In connection with local currency costs, Sec 6.2/7.2 
reserves to A.I.D. the right to "agree otherwise" as to local 
origin. While the Project Implementation Letter can define "shelf 
rules," etc., that may be applicable, the "agree otherwise" clause 
would permit a duly authorized waiver or elimination of the origin 
requirement. E.g., if Fixed Amount Reimbursement (FAR) financing is 
used this may permit the origin question to be handled more readily. 
Section 6.2/7.2 will be eliminated if the authorization does not 
permit local cost financing. 

I TRANS. MEMO NO. 
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Since the rules for FAR on source and other issues are 
currently in policy formulation, an attempt is not made to provide 



further guidance here. Extant policy guidance is found in HB-3, 
App. 35 (based on AIDTO Circular A-513, July 17,1974). 

The bracketed language in Sec 6.2/7.2: "[To the extent (V provided for under this Agreement, "Local Currency Costs" may also 
include the provision of local currency resources required for tne 
Project.]" is intended to be used in all FAR cases and in those 
other cases where local currency resources are being provided which 
are not identified with specific local goods or services, such as 
projects with agricultural credit schemes, etc. 

pAG'6fj!?17 

Article 7/8: Matching Article 6/7 on procurement source 
which is linked to either Foreign Exchange or Local Currency Costs, 
this article (like current loans) splits disbursements into "Foreign 
Exchange" and "Local Currency" costs. The latter will be omitted 
if not authorized, of course. Methods of disbursement which it is 

CI/  known will not be used should be omitted from either, also. Sec 
7.3/8.3 "Other Forms of Disbursement," should not be omitted. 

1 EFFECTIVE DATE 

September 30, 1982 
- 

AID HANDBOOK 3, App 6B 

In Sec 7.2/8.2(a), requests to "finance" such costs is 
intended to comprehend both advance anu reimbursement mechanisms; 
the Agreement may be more specific if wished. 

TRANS. MEMO NO. 

3:43 



In Sec. 7.2/8.2 ( b )  ( I ) ,  bracketed language i s  onltted i f  there are n o t  
available U.S. holdings of local currency. Note tha t  there may be SLC's which 
can be continued t o  be used which do n o t  precisely conform t o  th i s  SectSon. 

PAGE NO. 
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The "Rate of Exchange" Section 7.4/8.4 i s  based on ProAg standard pro- 
vision L .  The "except" clause w i l l  not be used i f  there i s  no SLC in 
Sec. 7.2/8.2, of course. h i t  the section i f  Agreement i s  for  Foreign 
Exchange Costs only. (The formulation of "highest r a t e  . . . which . . . 
i s  n o t  unlawful" i s  used rather than "highest legal rate" because the l a t t e r  
formulation in scnre countries m3y be eqlrated with "highest off icial  rate ."  
The "off icial  rate ," in such country, may be lower t h a n ,  e , g . ,  prevaiiing 
and lawful business r a t e : )  

EFFECTIVE DATE 

September 30, 1982 

If  instead of a special l e t t e r  of c redi t ,  d i rec t  reimbursement by A .  I.D. 
t o  the B/G of local currency costs i s  
" (2)  by A.  I.D. requesting the B/G t o  make 
such cos ts ,  and thereafter reimbursing an a m o u n t  of U.S.  do1 la rs  equal t o  
the amount of local currency made available by the B/G." 

In Loan Sec. 8.5, "Date of Disbursement ," Subsections ( a ) ,  ( b ) ,  or ( c )  
can be tailored to the lcan - oa i t  any inapplicable. 

TRANS. MEMO NO. 
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Sec. 8.1/9.1: The "Inveshent Guaranty" clause will be used only when 
appropriate. 

AID HANDBOOK 3 ,  App 6B 

Sec. 8.2/9.2, l a s t  sentence: If address of USAID Mission i s  used above, 
th is  sentence will be deleted. (This may be adapted, of course, t o  local 
needs -- an obvious case being i f  the local A.I.D. office i s  n o t  a Mission.) 

Sec. 8 . 3 / 9 . 3 :  The r e ~ r e s e n t a t i v e  for  A.I.D. would normally be the Mission 
Director or equivalent off icer .  The B/G may prefer t o  designate as i t s  repre- 
sentative an off ici  a1 with d i rec t  in teres t  in and responsi bil i ty for  the 
project (e .g. ,  i n  the ministry of agr icul ture) ,  ra ther  t h a n  a more general 
responsibili ty (e .g. ,  in the ministry of f inance) .  

Sec. 8.5!9.5: This "governing language" provision, which establishes 
English as t h E o n t r o l l i n g  t ex t ,  i s  inserted whenever the Agreement wili be 
executed in another language as well as English. If  a translation i s  fu r -  
nished t o  the other party as a courtesy, b u t  i s  cot  executed, t h i s  clausz 
i s  n o t  appropriate in the Agreement, although i t  nay be desirable t o  make a 
notation on the czurt2sy tex t  t o  the ef fec t  that  the executed Ens: ish-larlguage 
Agreement i s  defini t ive for  purposes of interpretation. 



APPENDIX 6C 
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Guidance Notes for Preparing 

Standard Provi sions Annexes 
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Sec. B . 3 ( b ) :  The former l o a n  provision t h a t  goods of Bloc origin could 
n o t  be util ized on the Project, even !f n o t  financed by A.I.D., i s  omitted. 
In the event - which experience tends t o  indicate would be unlikely - t h a t  
conspicuous display of any such goods in an A.I.D. project i s  attempted, other 
remedies, in o r  out of the Agreement, are available. 

EFFECTIVE DATE 

September 30, 1982- 

Sec. B.4: This tax clause could be more precise, b u t  would then become 
less  suitable for use as a  worldwide model, due t o  local variations i n  t a x  
s t ructure,  program nature, e tc .  Thus specif ici ty i s  deferred t o  the 
Project Imp1 ementation Letter (PIL) stage. 

However, th is  language derives from days when A .  1.0. did less  local cost 
financing, a n d  i t  will be important t o  specify in the PXL that a fu l l  tax 
exemption for local contractors, e t c . ,  i s  n o t  contemplated. 

Language (possibly in agreement and certainly in PIL) will need t o  be 
tailored t o  the local situation and t o  A.I.D. policy. Proposed language 
for the PIL on t'his point i s :  " I t  i s  the intentian that  taxes that bear 
directly on  the project, such as sales taxes or customs duties o n  project 
commodities, gross receipts taxes on a contractor at t r ibutable to the 
project work, etc., will be exempted or  reimbursed for  a l l  including local 
contractor a n d  local employees; b u t  that  taxes that bear only indirectly on  
the project, such as e~nployees or corporate net income t a x ,  will n o t  be 
exempted for local employees or firms, and will be exempted for foreign 
based firms o r  employees." 

Sec. B.5(a): The right t o  call  fo r  "information a n d  reports" i s  
expected t o  cover, ammg other matters, the "completion report" now 
called for  by ProAg terms. The PIL would specify t h i s ,  as well as 
requesting a report o n  any implementation problem. Information or 
reports re la t ins  to the developmental impact of a  project could be 
called fo r  under Sec. 3 . 5 ( a ) .  

Sec. B.S(b): This 3-year record retention geriod replacgs the former 
5-year period in loans. Three years i s  the period called for by s ta tu te  
for d i rec t ,  U.S. Government negotiated contracts (41 USG 254(c) ) ;  i s  the 
A .  I .  D. Procurement Regul ation (AIDPR) standard; i s  in  exi s t in?  ProAg forms; 
and i s  the period of time for which the IRS cbn call  o n  a typical U.S. 
taxpayer t o  suppiy incore tax records. 

' ~ e c .  B.5(c): "Authoriz;d representatives of a Party," i . e . ,  of the  
U . S . ,  i s  intended t o  include representatives of the Inspector Generzl of 
Foreign Assistance and of the U.S. General Accounting Offics. 



Sec. B.6(a) and (b): This is a descendent of the existing 
loan (but not grant) "disclosure" clause, with slightly milder 
language but the same substance. 
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Sec. B.7: The existing loan (but not grant) clause on 
"Commissions, Fees and Other Payments" has been revised to this. 3 

Sec. C.2: If authorized eligibility date is other than date 
of Agreement, this must of course be reflected; this may be 
specified in Annex 1 or in the body of the Agreement itself. 

EFFECTIVE DATE 

September 30,  1982 

Sec C.3: Current A.I.D. policy is contained in HB-1, 
Supplement B, Ch. 12. Also see HB-11. 
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Sec C.3(d): On consulting firms, etc. may be appropriately 
modified where other international assistance is involved. 

Sec. C.4: In this ":reasonable price" clause, the phrase 
"competitive basis" is not intended to call for competitive bidding 
(IFB's) in all cases, but leaves room for, e.g., negotiated 
procurement (RFP's), or sole source negotiated procurement, where 
the circumstances warrant and other relevant HB guidance permits. 

Further definition of how "reasonable price" is determined 
will need to be provided in Project Implementation Letters. 

It should be noted that if the Project consists largely of 
the bulk import of a commodity (or commodities) then the statutory 
price test of Sec. 604(b) of the Foreign Assistance Act may be 
applicable. 

For Fixed Amount Reimbursement portions of a project, of 
course, the reasonable price test is considered to be satisfied when 
the specifications and overall price are agreed upon. 

Sec C.8: The first sentence of the "excess property'' 
embodies the language of FAA Sec. 608. 



Sec .  D . 2 / ~ . 6 :  The r e f u n d  p r o v i s i o n s  u s e  a  3-year  r a t h e r  
t h a n  5-year p e r i o d ,  matching  t h e  books and  r e c o r d s  p r o v i s i o n  

L 

d i s c u s s e d  above (Sec .  B. 5 )  . 
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I n  t h e  l o a n  format ,  t h e r e  i s  o m i t t e d  from t h i s  model 
government-to-government agreement  A . I . D . ' s  r i g h t  t o  c h a r g e  t o  
Borrower under  t h e  l o a n  expenses  o f  c o l l e c t i n g  amounts due  under  
r e f u n d  o r  d e f a u l t  p r o v i s i o n s .  Such remedy would n e v e r t h e l e s s  have  
u t i l i t y  i n  non-government l o a n s ,  however.  Such remedy would 
n e v e r t h e l e s s  have  u t i l i t y  i n  non-governmental l o a n s ,  however.  

I n  t h e  q r a n t  Sec.  D.2, s u b - s e c t i o n  ( a )  i s  i n t e n d e d  t o  c o v e r  
a c o u n t r y  r e f u n d  c a s e  where t h e  r e f u n d  s e r v e s  t h e  purpose  o f  
d i s a s s o c i a t i n g  A . I . D .  from a  p a r t i c u l a r  d i s b u r s e m e n t ,  good o r  
s e r v i c e .  t h e  purpose  o f  s u b - s e c t i o n  ( b )  i s  t o  p r o v i d e  a remedy i n  a  
c a s e  where t h e r e  i s  a  b r e a c h  o f  a n  o b l i g a t i o n  by G r a n t e e .  E.g. ,  i f  
t h e  p r o j e c t  i n c l u d e s  A.1.D.-financed commodities b u t  t h e y  depend f o r  
t h e i r  e f f e c t i v e  u s e  on a s u f f i c i e n t  number o f  p e r s o n n e l  b e i n g  
a s s i g n e d  t o  t h e  a c t i v i t y  by  G r a n t e e ,  s u b - s e c t i o n  ( a )  above might  
w e l l  n o t  p r o v i d e  a remedy, b u t  s u b - s e c t i o n  ( b )  would. 

TRANS.  MEMO NO. 

Gran t  Sec. D .2 (e ) :  This p r o v i s i o n  i s  i n t e n d e d  t o  implement  
Compt ro l l e r  Genera l  d e c i s i o n s  t o  t h e  e f f e c t  t h a t  i f  a  g r a n t  f o r  a 

EFFECTIVE D A T E  
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s p e c i f i c  p u r p o s e  i s  made by t h e  U.S., any  u s e  o f  g r a n t  funds  b y  t h e  
g r a n t e e  t o  p roduce  i n t e r e s t  ( o r  o t h e r  e a r n i n g s ) ,  p r i o r  t o  u s e  f o r  
t h e  purpose  f o r  which g r a n t e d ,  i s  i l l e g a l ,  as  c o n s t i t u t i n g  i n  e f f e c t  
u n a u t h o r i z e d  augmenta t ion  o f  t h e  g r a n t i n g  a g e n c y ' s  funds .  (E .g . ,  i f  
Congress  a p p r o p r i a t e s  $1 m i l l i o n  f o r  a  g r a n t  program, t h e  agency 
canno t  i n  e f f e c t  c o n v e r t  t h i s  t o  a  g r a n t  program o f  $1.06 m i l l i o n ,  
by  d i s b u r s i n g  e a r l i e r  w i t h  g r a n t e e  g e t t i n g  t h e  i n t e r e s t  f a c t o r . )  

September 30, 1982 

Although t h i s  model agreement  i s  g e n e r a l l y  n o t  i n t e n d e d  t o  
be  used  f o r  i n t e r m e d i a t e  c r e d i t  i n s t i t u t i o n s  ( I C I ' S ) ,  t h e  l anguage  
i n  t h i s  s e c t i o n  ( " p r i o r  t o  t h e  a u t h o r i z e d  u s e  o f  such  funds  f o r  t h e  b P r o j e c t " )  i s  worded t o  t r y  t o  cope  w i t h  p r o j e c t s  ( e . g . ,  p e r h a p s ,  
r u r a l  c r e d i t )  under  which i n t e r e s t  o n  funds may, l e g i t i m a t e l y ,  
r e s u l t ,  and  n o t  be r e q u i r e d  t o  be r e t u r n e d .  (The Compt ro l l e r  
Genera l  r u l e s  d o  n o t  impede I C I  f i n a n c i n g ,  c r e d i t  schemes -- o r  
indeed  budget  s u p p o r t ,  though t h a t  i s  o u t s i d e  t h e  s c o p e  o f  t h i s  
agreement .  ) 

I f  t h e  g r a n t  i s  o f  a  c u r r e n c y  o t h e r  t h a n  U.S. d o l l a r s ,  t h e  
p r o v i s i o n  s h o u l d  be a p p r o p r i a t e l y  r e v i s e d ,  a s  by conc lud ing :  
" . . . r e t u r n e d  t o  A . I . D .  by t h e  G r a n t e e  i n  t h e  c u r r e n c y  i n  which 
g r a n t e d . "  ( o n  a  d o l l a r  g r a n t  d i s b u r s e d  i n  l o c a l  c u r r e n c y ,  i n t e r e s t  
would be r e t u r n e d  i n  d o l l a r s ,  however . )  
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GUIDANCE FOR DRAFTING 
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AMPLIFIED PROJECT DESCRIPTION 

The following outline is prepared to assist personnel in drafting the 

4.d amplified project description. The outline should be used flexibly to ensure 
the description is tailored to the individual project. The degree of detail 
contained in the amplified project description will depend in large part on 
the complexity of the project and prior experience in obtaining requisite 
support from the B/G. Although the Regional Legal Advisor is available to 
assist in the preparation of the arrplified description, it is suggested that 
the initial draft be prepared by the Project Officer. 

TRANS. MEMO NO. 
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The amplified project description should be prefaced by a statement to the 
effect that elements of the description may be changed by written agreement of 
the authorized representatives of the parties named in the PROAG without 
formal amendment of the agreement, provided that such changes are within the 
general scope of the project as set forth in the text of the agreement. 

kid Contents of the amplified project description should include: 

EFFECTIVE DATE 

September 30, 1982 

I. General Project Description: 

PAGE NO. 
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This section would provide a narrative discussion of the project's goal, 
purpose, outputs and end-of-project status. In addition, this section can 
include such items as the following, or they can be included within the Basic 
Implementation Letter which will be countersigned by the appropriate B/G 
representatives: 

-- interrelationship between the project and other 
AID-financed or other donor activities; 

-- the schedule and target levels for outputs; 

-- general implementation schedule. 

Responsibilities of the Participants: 

This section would summarize the major responsibilities of the project 
participants. Participants would include other donors, if appropriate. The 
section should describe the schedule and major categories of inputs which are 
to be provided by each participant, and relevant managerial, support, 
coordinating, reporting and monitoring responsibilities, as well. If felt 
desirable, the physical quantities and monetary value of major inputs for each 
year of the project can, in addition, be shown in tabular form. 



111. Illustrative Financial Plan: 

This section should be prefaced by a statement that the plan is illustrative 
and that changes may be made to the plan by representatives of the parties 
named in the text of the Agreement without formal amendment to the Agreement 
if such changes do not cause (1) A.I.D.'s contribution to exceed the amount 
specified in the text of the Agreement, or (2) the B/Gts contribution to be 
less than the amount specified in the text of the Agreement. Additionally, in 
the case of incrementally funded projects, the plan should note that future 

3 
A.I.D. obligations are subject to the availability of funds and mutual 
agreement of the parties to proceed. (See illustrative financial plan formats 
included in this Appendix.) 

AIDHANDBOOK 3 ,  6 ~ - 1  

IV. Financing: 
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The amplified project description (or, in place thereof, the Basic 
Implementation Letter) should specify: 

EFFECTIVE DATE 

September 30, 1982 

- general disbursement methods agreed upon for A.I.D. funds; 
- methods of payment under Fixed Amount Reimbursement financing, etc. 

Evaluation 

B/G and A.I.D. responsibilities for conducting project evaluations should be 
discussed here. Any essential B/G reporting or data gathering requirements 
should be described in this section or in the Basic Implementation Letter. 

VI. Special Considerations 

Discuss any provisions, covenants or conditions precedent which, in the 
Mission's view, deserve special amplification or emphasis (e.g., special 
environmental needs, other donor requirements and/or conditions of 
cross-effectiveness of multilateral agreements). 



ILLUSTRATIVE 
PROJECT FINANCIAL PLAN 

(Source and A p p ~ I c a t I o n  o f  Fundlng - $ M l l l l o n s )  

(Th is  I s  n o t  a  s tandard  A, I .D.  form. I t  may be adapted as 
d e s l r e d  f o r e a c h  p r o j e c t ,  SO l o n g  t h e  r e q u i r e d  da ta  I s  
presented.  ) 

As o f  1 19, P r o j e c t  No. 
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NOTE: For  I n s t r u c t i o n s ,  see 
reve rse  s l d e  of t h e  page. 



1 LLUSTRATI VE 
PROJECT FINANCIAL PLAN 

(Source and Appl l c a t l o n  o f  Fundlng - $ H f l l  Ions)  
rn 

As o f  b 19, P ro jec t  No. 

I 
AMOUNT FOR A FULLY FUNDED PROJECT -I 

A. 1.D. 
PROJECT INPUTS Loan Grant Borrower/Grantee Other Tota l  

(Thl s I s  n o t  a standard A. I. D. form. I t  may b e  adapted as 
des i red  t o r e a c h  p ro jec t ,  as the  requ l red  data I s  
presented. ) 

TOTAL - 
NOTE: For Instructions , see 

reverse s ide  o f  t he  page. 



INSTRUCTIONS 

1. T h e  d a t e  shown i s  t h e  d a t e  o f  t h e  P r o j e c t  A q r e e m e n t ,  a m e n d m e n t s  t h e r e t o n o r  r e v i s i o n s  
to  t h e  I l l u s t r a t i v e  P r o j e z t  F i n a n c i a l  P l a n  made  b y  r e p r e s e n t a t i v e s  o f  t h e  p a r t i e s  t o  
t h e  A q r e e m e n t ,  w h i c h e v e r  i s  l a t e s t .  T h e  o r i g i n a l  w i l l  b e  c o n f o r ~ n e d  to  b e a r  the d a t e  
t h e  P r o j e c t  A q r e e m e n t  w a s  executed. 

2 .  T o t a l  AID o b l i t j a t i o n s  m u s t  a g r e e  w i t h  t h e  a m o u n t  s h o w n  i n  S e c t i o n  3 . 1 .  D/G c o m m i t n l r ? n t s  
a n d  O'I'IIER s o u r c e  f u n c l i n g  ( i f  a n y )  w i l l  r e f l e c t  t o t a l  c o n t r i b u t i o n s  p l a n n e d  f o r  ttic 
p r o j e c t ;  b c  c o n s i s t c n t  w i t h  t h e  P r o j c c t  P a p e r ,  a n d  t h e  R/G T o t a l  w i l l  n o t  - b e  less  t l i , ~ n  
t h e  a m o u n t  s p c c i f i c d  i n  S e c t i o n  3 . 2 .  

3.  A l l  F i g u r e s  w i l l  b e  s t a t e d  b y  s o u r c e  a n d  p r o j e c t  i n p u t s .  T h e y  may b e  f u r t h e r  l ~ r o k c r ~  
o u t ,  p r e f e r a b l y  b y  t h e  u s e  o f  s e p a r a t e  l i n c  items f o r  l o c a l  a n d  f o r e i g n  e x c h a n g e  c o s t s ,  
a n d  I , o ~ n / G r a n  t b a s  is. 

4 .  -- De --- s u r e  t o  c r o s s - t o t a l  t h e  a m o u n t s  o f  f u n d i n g  b y  p r o j e c t  i n p u t  a n d  s o u r c e  o f  f u n d i n ~ j .  

5 .  S i g n i f i c a n t  c h a n g e  i n  t h e  a m o u n t s  o f  A I D  f i n a n c i n g  a l l o c a t e d  t o  e a c h  o f  t h e  p r o j c c t  
i n p u t s ,  s u b j c c t :  to  a n y  l i m i t a t i o n  o r  r e a l l o c a t i o n  o f  p r o j e c t  F u n d s  w h i c h  may b c  slwcifi l .ql .  
s h o u l d  be d o c u m e n t e d  b y  m u t u a l  agreement, i n  w r i t i n g ,  so l o n g  a s  t h e  c u m u l a t i v e  t o t a l  
s t a t ( ~ 1  i n  Scc: t . ion 3 . 1  i s  n o t  e x c e e d e d .  S i m i l a r l y ,  s i g n i f i c a n t  c h a n g e s  i n  t h e  a l l o c a t i o n  
o f  f i ~ ~ a n c i n g  b y  t h c  B/G s h o u l d  b e  d o c u m e n t e d  b y  m u t u a l  a g r e e m e n t  i n  w r i t i n g ,  so l o n g  a s  
t h c  tc tdl  a m o u n t  i s  n o t  -- less t h a n  t h a t .  sc t  f o r t h  i n  S e c t i o n  3 . 2 .  T h e  c r i t e r i a  f o r  
d e t c r n l i n i n r j  w h a t  i s  s i q n i f  i c a r ~ l  s l i o u l d  bc C a i l o r e d  t o  t h e  n e e d s  o f  e a c h  p r o j e c t .  F o r  
f u r  t l l c r  y u  irl;lnc:c! o n  t h i s  p o i n ' t ,  refer t o  t h e  " G u i d a n c e  Notes f o r  P r e p a r i n g  . ~ l c ~ l e l  
P r o j c c t  Agreements" 3 t  . ? ; l p c ~ l t l i x  YII. 



e 
APPENDIX 6 D  

Guidance Notes  f o r  P r e p a r i n g  Combined Loan and Gran t  P r o j e c t  Agreement 

T h i s  gu idance  i s  keyed t o  t h e  model "Combined Loan and Grant  

P r o j e c t  Agreement" a t  H B  3 ,  Appendix 6A-3. 

AID HANDBOOK 3 ,  A p p  6D 

t 
The Combined Loan and Gran t  Agreement fo rmat  i s  n o t  mandatory:  

s e p a r a t e  l o a n  and g r a n t  documents may s t i l l  be used f o r  a  dual-funded 

p r o j e c t .  

Guidance n o t e s  f o r  t h e  i n d i v i d u a l  l o a n  and g r a n t  p r o j e c t  agree-  

ments ,  a t  HB 3 ,  Appendix 6B, a l s o  a p p l y ,  a s  a p p r o p r i a t e ,  t o  t h e  combined 

TRANS. M E M O  NO. 

3 :43 

format .  Thus d r a f t i n g  o p t i o n s  i n d i c a t e d  by t h e  f o r m a t s  ( e . g . ,  by u s e  

of s q u a r e  b r a c k e t s  [ I ) ,  o r  a l lowed  i n  t h o s e  gu idance  n o t e s ,  a l s o  a p p l y  

b here .  D r a f t e r s  may, i f  p r e f e r r e d ,  when r e f e r r i n g  t o  t h e  combined fund- 

EFFECTIVE DATE 

September 30,  1982 

i n g ,  u s e  t h e  term "Loan and Grant"  i n s t e a d  of t h e  model ' s  " A s s i s t a n c e . "  
/ 

PAGE NO. 
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Also ,  i f  t h e  coun t ry  p r e f e r s  some o t h e r  d e s i g n a t i o n  t h a n  "Coopera t ing  

Count ry , "  t h i s  c a n  be  accommodated, b u t  i f  s o  a  number of p l a c e s  i n  

t h e  agreement which u s e  "Cooperat ing Country" t o  r e f e r  t o  t h e  g e o g r a p h i c a l  

e n t i t y  ( a s  c o n t r a s t e d  w i t h  t h e  Government) w i l l  need t o  be checked f o r  

adequacy of r e f e r e n c e .  

S t a n d a r d  ( i n d i v i d u a l )  l o a n  and g r a n t  agreements  d i f f e r  from e a c h  

o t h e r  c h i e f l y  i n  t h e  a r e a  of t e r m i n a t i o n  p r o v i s i o n s .  The combined 

form g e n e r a l l y  e l e c t s  t h e  l o a n  f o r x a t ,  where c h o i c e  i s  r e q u i r e d .  One 

p o i n t  is wor th  n o t i n g :  

- Sec. 4.6,  r e f e r r i n g  t o  t e r m i n a t i o n  of o b l i g a t i o n s  

on f u l l  l o a n  repayment,  r e c o g n i z e s  t h a t  o b i i g a t i o z s  

a r i s i n g  under  t h e  Grant  may s u r v i v e .  These a r e ,  

f o r  p r a c t i c a l  purposes ,  on ly  t h e  annex ' s  r e f n c d  

p r o v i s i o n  Sec. D.6, 2nd Sec. B.3 on u t i l i z a t i o n  
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of r e s o u r c e s  g r a n t e d .  Such p r o v i s i o n s  have no 

a p p l i c a t i o n  on t h e  l o a n  s i d e  when t h e  l o a n  i s  

r e p a i d .  The same f e a t u r e  can be s e e n  i n  Annex 

Sec. D.5, "Cont inued E f f e c t i v e n e s s  of Agreement." 

One a d d i t i o n a l  c a u t i o n a r y  n o t e  i s  i n  o r d e r .  The d r a f t i n g  of a  Loan and Gran t  

P r o j e c t  Agreement must t a k e  i n t o  a c c o u n t ,  i n t e r  a l i a ,  A . I . D . ' s  d i f f e r i n g  p o l i c i e s  

r e g a r d i n g  t h e  e l i g i b i l i t y  u n d e r  g r a n t  o r  l o a n  a s s i s t a n c e  of A I D  f i n a n c i n g  f o r  

commodities and  d e l i v e r y  s e r v i c e s .  Refe rence  s h o u l d  b e  made t o  HB 1, Supplement B .  

C h a p t e r s  5 and 7 .  
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GUIDANCE NOTES FOR PREPARING GRANT PROJECT AGREEMENT(SH0RT-FORM) 

This g u i d a n c e  i s  keyed  t o  t h e  model "Limi ted-Scope"  G r a n t  
P r o j e c t  Agreement i n  HB-3, App. 6A-4. 

TRANS. M E M O  NO. 
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Where t h e  l i m i t e d - s c o p e  a g r e e m e n t  o v e r l a p s  w i t h  t h e  
l ong - t e rm l o a n  and  g r a n t  a g r e e m e n t s ,  i t  w i l l  b e  u s e f u l  t o  c o n s u l t  
t h e  Guidance  Notes f o r  P r o j e c t  Loan a n d  G r a n t  Agreements  ( S e e  HB-3, b A p p .  6B and  6D) . 

This form i s  n o t  t o  be used  f o r  g r a n t s  which would 
o t h e r w i s e  be i n c l u d e d  w i t h i n  t h e  s c o p e  o f  HB-13. 

EFFECTIVE D A T E  

September 30, 1982 

Al though  t h e  g u i d a n c e  n o t e s  f o r  t h e  l ong - t e rm p r o j e c t  l o a n  
and  g r a n t  a g r e e m e n t  i n d i c a t e  d r a f t i n g  c h o i c e s  or o p t i o n s  f o r  
d r a f t i n g  t h o s e  a g r e e m e n t s ,  s u c h  c h o i c e s  o r  o p t i o n s  are g e n e r a l l y  
s p e a k i n g  n o t  b u i l t  i n t o  the l i m i t e d - s c o p e  ag reemen t  form. The 
l i m i t e d - s c o p e  a g r e e m e n t  form, l i k e  t h a t  o f  i t s  p r e d e c e s s o r  t h e  ProAg 
( c a n c e l l e d  form AID-1330-1) unde r  c a n c e l l e d  M.O. 1331 .1 ,  i s  i n t e n d e d  
t o  be s u i t a b l e ,  w i t h o u t  amendment, f o r  projects f o r  which i t  w i l l  be 

L, u s e d .  

PAGE NO. 
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NOTES : 

Form A I D  1330-17 ,L imi t ed  Scope G r a n t  P r o j e c t  Agreement (Cover  P a g e )  

Block 2 - A I D  P r o j e c t  Number i s  t h e  s e v e n  d i g i t  number u s e d  
f o r  t h e  p r o j e c t  s u b s e q u e n t  t o  t h e  PID s t a g e  ( f o r m  A I D  
1330-2)  

Block  6 - L i s t  the documents  i n c l u d e d  i n  t h e  P r o j e c t  
Agreement ,  e.g.,  project d e s c r i p t i o n ,  special p r o v i s i o n s  
a n d  s t a n d a r d  p r o v i s i o n s  annex .  R e f e r e n c e  t o  "special 
p r o v i s i o n "  w i l l  b e  o m i t t e d  i f  t h e r e  are none .  

Block 5 - P r o j e c t  A s s i s t a n c e  Comple t ion  d a t e ,  (PACD) - The 
PACD t o  be i n s e r t e d  i s  e s t a b l i s h e d  i n  a c c o r d a n c e  w i t h  t h e  
g u i d a n c e  i n  HB-3. D e s c r i p t i o n  o f  t h e  PACD i s  c o n t a i n e d ,  
among o t h e r  p l a c e s ,  i n  the Guidance  Notes f o r  t h e  l ong - t e rm 
p r o j e c t  a g r e e m e n t s  i n  HB-3, App. 6B. 

Form A I D  1330-17A, P r o j e c t  Agreement (Amendment P a g e )  - This 
form w i l l  be u s e d  as t h e  t i t l e  page  (or o n l y  p a g e )  f o r  
amendments t o  l i m i t e d - s c o p e  project a g r e e m e n t s .  I f  t h e  
amendment t e x t  t a k e s  more space t h a n  i s  p r o v i d e d  on t h i s  
amendment p a g e ,  t h e  amendment t e x t  may b e c o n t i n u e d  o n  bond 
p a p e r .  I d e n t i f y  t h e  a t t a c h e d  p a g e s  w i t h  t h e  A I D  P r o j e c t  
Number (see Block 2 )  a n d  Amendment Number (see Block  3 )  o n  
t h e  u p p e r  r i g h t - h a n d  c o r n e r  o f  t h e  page .  B e n e a t h  t h a t  
i n s e r t  "Page o f  Pages .  " 

J 



F o n  AID 1330-17B, ~ K n c  A - Project Description - The Project D e s c r i ~ f  i r  - 
will describe the project in accordance with t h z  definition in t h o  
document authorizing the project. I t  ray well be judged desirabl2 
to  wnplify the description in the authorization, based on tha fuilor 
description i n  the Project Paper (form A I D  1330-4), or othe'r doc~sa -~ t s -  . , tion on which project approval n3s based; b u t  the description i s  -LJS 
agreement cannot conflict xith the authorization. 

The Project description should be as succicct a s  i s  c c ~ p a t i  b l  e 1;:i-Lh ::-re 
need for  i t  t o  provide a fu l l  unaerstancling bekreen the Parties ss ts 
what i s  t o  be done, in what general manner and by whcm, e!h?n, 2nd s.2 
whose cost, under the Project. In the limited-scope agrec:ant, t k 2  
description of the project (including financial planning)  i ill bz  
contained only-in th i s  annex. There i s  no separzte c~p l i r ' i ed  o r  deta i ls i t  
description, as in annex 1 of the long-fom agreerents. 

AID HANDBOOK 3, App 6E 
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I L I I L -  - The description in the 1 imi ted-scope agreement cannot be revised q-!-'.'L.rf.* 

amen&,ent of the agrement (a1 t h o u g h  detai ls  can be clzri.f4zd by autxai 
agrement recorded in 2 counter-signed Project Izple~enc~~cion L 2 t x r  
(PIL) , form AID 1330-17:). Accordingly, d r a f t ~ r s  :nus.c b 3 i  3 x 2  L - 9  :;zx! 
for  a fully stated undeiAstandii?g against the d~sirabi l i - ly  ?;' c o t  hi:.? 
overly d9tail ed. 3 

Form AID 1330-l7C, Project Irnplerentation Letter (PIL) - The  P I L  i s  ?roi/iCx 
for in t h z  limited-scope project agreecent, as in the 7 g n g - f o r 3  I o z n  2nd 
g r a n t  agreeaents. See paragraph '0' of the Standard Frovisicn .~nnex,  
below. This foim, for the f i r s t  page of t h ?  PIL, i s  prov;?ed 53 zsk? s~ ; - :  

, , #  that  the P I 1  i s  readily identified and t h a t  i t  i s  clea;-:y link-:: :3 32.3 
agrement pursuant to nhich i t  i s  i s s u e l .  

EFFECTIVE DATE 

September 30, 1982 

A principal function of the PIL nizchanisn i s  t o  a l l c ; ~  AID t o  p r ~ * ! i d =  ;:. 
grantee information on detaiied matters which wculd,  r;e?dlessIy, 5nz::-;ar 
the agrement i t s e l f ,  'if th:! a t tmp t  ~ 2 7 e  made to csver el 1 such ~ o i  n cs 
there. Thus, detailed AID requirements with respect t o  p:-ccurz:~?t : ' 
ccm~odities o r  services, o r  a i r  transport, etc., can be caf:?red :s 
necessary in PIL's or in ispl ez2nt i~2  P I C ' s .  

TRANS. MEMO NO. 
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- *  , 
Ckny sucb detailed requirmsnts 370 built  i n t o  ?:?Is, :- a r e  zg3 1 : C, 

i-outinely by the is?! ~ x n t i  ng U.S. zgcx!cy. I n  cases 1.;;72:"= - "" L; ? U, 4.a-(-.i.- - i l -s l  . .. 
i s  procuring, rrid PIO's sre n o t  uszd, t h e  ?I1 :.till "L~nsaf t :ha 63.~2: I.:- - -  . - - -  .:-- infomation t:, t h e  Grant~?,. (P2rsgraph X, t o  ti..~~;-; t h ~ t  i-,;; . . ,  . 

~ * expend funds only in accordance ~ 5 t h  ~;!?icajlz ~ Z W S  and rezulr-c;on; I:.' 
the U.S.Z., i s  of coursz clne basis f o r  t he  appl ic."ition z:* t?? ?!L c.' .:,-:'i cz 
n o t  othervise stated or referr~.f ;  to in the Agrer~sr;.;. : 



Form AID 1330-17D, Standard Provisions Annex - These provisions represent 
an updating of the old ProAg (cancel 1 ed form AID 1330-7 ) of cancel e2 
M.O. 1333.1. They a re  intended t o  be c o ~ p a t i b l e  w i t h  those i n  th2 
long-fon Project Loan and Grant Agrements . 

AID HANDBOOK 3, A 6~ 

Paragraph: 

A. Self-explanatory . 

TRANS. MEMO NO. 
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B. (1) The words 'as necessary f o r  the  Project, '  qualifying the  mount 
of the grant,  serve the sane function a s  the words 'not t o  excevcd' the  
sum granted i n  the long-form grant agreement. That is ,  i f  the n e d s  
of the project turn out not t o  require the fu l l  axount of the grant t o  
be disbursed, AID i s  not obliged t o  disburse the rmaining balzncz. 
Annex A i s  the Project Description (form AID 1330-17B). 

EFFECTIVE DATE 

September 30, 19%2 

C. Sel f-expl anatory. 

D. Project Assistance Ccmpletion Date: The PACD i s  based on t h a t  i n  
the long-form loan or grant agrements. 

E. PIO's: "\here so required by AID procedures" may be taken t o  
include tha t  part  of HS 3 which prescribos 210 use; see AIDTO Circular 
A-31, Febrcary 2,  7978. 

F. This provision s t a t e s  tha t  Reg. 1 will apply t o  ccm,odities financed 
by AID unless a controlling PI0 or  PIL specif ies  otne~.ti ise.  This 
incorporates expeditiously a wide range of provisions, not a1 7 of 
which i n  f ac t  nay be germane t o  a procurwent f o r  c l in i  ted-scope 
project. The PI0 or PI1 may incorporate only parts of Reg. 1; nay 
i t s e l f  s t a t e  the relevant rules;  or may incorpora t~  by reference 
appropriate portions of othsr guidsnce such as Handbooks. 

G. Sel f -expl anatory . 
3. Use a n d  Refunds: 

( I )  The l a s t  sentenc? i s  the refund provision co3verin: property, 

( 2 )  This i s  t h 5  refund cxvSsion covering funds. Both th i s  and 
the preceding subsection are expressed i n  a reciprccal fashisi;: 
they apply t o  both parties.  Situations rvhers AID rcceivzs pr~p.rt:, 
or funds frcm the Grantee may include, for  instance, local currenc:I 
funds-i;l-trust s i tuat ions and logist ical  support arrangerzr~ts.  



Form A I D  1330-170, Standard Provisions Annex (continued) 

I .  Taxes: Particulariy i f  the Grantee will be paying the taxes described, 
rather t h a n  hand1 ing the matter by existing exemptions, i t  may be desirable 
t o  note th i s  understanding in the Agreement. This should be done in a 
special provision, or a l te rna t ive ly ,  in the description. The greater the 
speci f ic i ty  that  can be provided in detai l ing which taxes are t o  be so 
paid, and from which ministry 's  budget, the be t te r .  Some form of advance 
payment of t a x  or duty by the cooperating ministry, such as an  escrow fund, "?A 

PAGE NO. 

6E-4  

has often been found  a useful payment mechanism where i t  can be arranged. 
If the tax i s  handled by exemption, rather than by paynlent, the agreement V 
9hich gives the exemption, e.g ., the b i l a t e ra l ,  can be referenced, b u t  even 
then specif ic  ident if icat ion may be made of the taxes t o  be exempted, since 
the language of the bi lateral  i s  u s ~ a l l y  aeneral. 

TRANS. MEMO NO. 
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EFFECTIVE DATE 

Septen.~ber 30, 1982 

J .  Self-explanatory. 

AID HANDBOOK 3 ,  App 6E 

K. This provision puts the grantee o n  notice that  there are  other U.S.  
ar:d A i D  laws and regulations, apart from those r e f l ~ c t e d  in the agreement 
i t s e l f ,  which AID must see are  complied with in carrying o u t  the assistance. 

L .  Self-explanatory, 

M. Sel i-expl anatory. 

M.  Se1 f-expl anatory. 

0. See discussion above under Project Implementation Let ter ,  form AID 
AID 1330-1 7C. 
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GIJIDAFICE ON PUBLICITY OF AID ASSiST?JICC 

1 .  AnnoGncenients of U.S. ecoiloinic a s s i s t a n c e ,  in the form of loans ,  g r a n t s ,  
o r  guaranties  t o  foreign governments and p r iva te  en t i  t i e s ,  a r e  t o  be made in 
the fol  1 owing procedure : 
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( P r i o r  t o  public announcement, foreign governments wi l l  b2 o f f i c i a l l y  
informed by the Chief of Mission o r  h i s  r ep resen ta t ive  of any loan,  g ran t ,  or 
guarantee which i s  approved. I t  i s  understood, however, t h a t  the re  wi l l  be 
exceptional cases when such a procedure cannot be To1 lowed; e .g .  , when 
announcements a r e  made by the President  c r  when special  h i  gh-1 eve1 negot ia t ions  
have been involved and i t  i s  expedient and/or necessary t o  make the  announce- 
ment i n  Washington. In such cases the post will  be informed as  f a r  in advance 
as poss ib le . )  

Immediately upon au thor iza t ion ,  a  br ief  backgro~nd telegram giving the  
relevant  d e t a i l s  wi l l  be s e n t  t o  the  Chief of Mission or  h i s /he r  r e p r e s m t a -  
t i v e .  He/she should inform appropr ia te  o f f i c i a l  s  o r a l l y  and/or i n  wri t ing 
of the approval.  This same te legraphic  ccm~unicat ion  w i  11 a1 so indi  ce te  , 
i f  poss ib le ,  when A . I . D .  plans t o  i s sue  a press r e l ease .  This i n f ~ r r n a t i o n  k may a l so  be cohveyed t o  the appropr ia te  o f f i c i a l s .  The propssed r e l e i s 2  dz te  
wil l  give the  f i e l d  a p rac t i ca l  lead t i r e .  When the press r e l ease  da te  cznnot 
be given in the  i n i t i a l  telegram, a subsequent telsgram wi l l  be s e n t  t o  t h e  
post giving the  expected re l ease  da te .  Based upon t h e  information contained 
i n  t he  i n i t i a l  telegram, posts  a r e  authorized t o  draw up t h e i r  own press 
r e l ease ,  in  coordinat ion with the  foreign government, i f  appropi-iate, .Tor 
approximately simultaneous re l ease  w i t h  the  announcement i n  Washington. This 
press r e l ease  should be cleared ~ i i  t h  t he  appropriate desk in  Washington p r i o r  
to  issuance.  Except in ins tances  where s p e c i f i c a l l y  s t a t 2 d ,  i t  i s  not  f i x e s -  
sary  f o r  the f i e l d ' s  press r e l ease  to use the same t e x t  a s  re leased i n  t h e  
United S t a t e s .  However, the  f i e l d ' s  press re lease  should confine the  techni-  
cal and f inancia l  aspects  of the loan o r  o ther  t r ansac t ion  t o  s p e c i f i c  
material  contained in the 3ackground telegram. 

EFFECTIVE D A T E  

September 30, 1982 

2. A I D / W  a c t s  as follows f o r  the  announcement of  loans ,  g ran t s ,  or 
guaranties  : 
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Upon author iza t ion  of grants  o r  loans or tppro;fal of guarzn t i e s ,  
the  Geographic Bureau shal l  dispatch a background telegram t o  the USAIC 
14ission 2nd Embassy includ-ing: (1)  advice of a u t h o ~ i z a t i o n  (cpprova l ) ;  
( 2 )  a s u n s r y  of the r e l evan t  d e t a i l s  of the a c t i v i t y ;  ( 3 )  ins t ruc t ions  
f o r  not i fy ing the  Gorrower/Grantee of t h 2  a9prova.l; and ( 4 )  a  s ta temn-l  
of tha da te  of p ~ b l i c  announcement o r  t h z t  nz t i ce  of  proposed a z t ?  .:ii;: 

(L/ follow, and t h a t  a  formal l e t t e r  of advice a i l i  be forwarded by o r  through 
the  Mission f o r  del i v e r ~ l .  



B.  Press Release 

PAGE NO. 

The Geographic Bureau n o t i f i e s  the Press Relations Division of the 
Office of Pub1 i c  Affa i rs  ( O P A )  of the  dispatch of the background te legra i i ,  and 
supplies CPA w i t h  a  d r a f t  Washington press re12ase o r  material f o r  OPA use i n  
preparing the  press re lease .  OFA i s  responsible fo r  coordination of press 
re lease  dates  with the  f i e l d .  

C .  Avoidance - of Premature Announcements 

EFFECTIVE DATE 

Unless the re  a r e  exceptional c i  rcumstances , no pub1 i ci t y  of a ss i s t ance  
i s  released u n t i l  actual  approval/authorizat ion of  a ss i s t ance  by the  appropr ia te  
authorized A I D  o f f i c i a l .  In addi t ion ,  no announc2ment of a  loan,  g r a n t ,  o r  
guarantee i s  made ava i l ab le  t o  a country ' s  Embassy in \lashington u n t i l  the  
passage o f  24 hours a f t e r  such information has been transmitted by p r i o r i t y  
telegram t o  the Miss'on and Embassy in the country concerned, o r  a t  such time 
as  requested by the  Mission and Embassy. 

TRANS. MEMO NO. 

3. Each Mission through t h z  Chief of Missicn o r  h i s  r epresen ta t ive ,  sha l l  
es tabl  i s  h appropriate procsdures t o  assure ccnpl iance with the  general pol i c i e s  
and procedures o ~ t l  ined. 3 

6F-2 

- 
4. Tlie above considerat ions regarding pub1 i c i  t y  sncul d be observed when pub1 i ci  t y  
regarding s ignature  of Projec t  Agreerents i s  determined usefui .  In some cases ,  
p a r t i c u l a r l y  when negotiat ions may b2 d i f f i c u l t ,  only pub l ic i ty  regarding signa- 
t u r e  of the  P r ~ j e c t  Agreement ray be appropr ia te .  Normally pub l ic i ty  i s  e i t h e r  
a t  the  t i n e  of approval/authorization o r  a t  s igning of the Projec t  Agreement. 
Both events can receive pub1 i c i t y  i f  a  s i g n i f i c a n t  t i n e  period has elapsed between 
the  tvm events.  

September 30, 1982 3:43 AID HANDBOOK 3 , 6~ 
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GUIDANCE ON MEETING ME CASE-ZABLOCKI ACT 

The Case-Zablocki Ac t  (1 U.S.C. Sec. 112b) r e q u i r e s  the  Secretary o f  State t o  
t ransmi t  t he  t e x t  o f  a l l  i n t e r n a t i o n a l  agreements, o the r  than t r e a t i e s ,  t o  the  
Congress no l a t e r  than 60 dqys a f t e r  t h e i r  e n t r y  i n t o  force:  The Ac t  a l s o  

C, 
provides t h a t  no i n t e r n a t i o n a l  agreement ,nqy be s igned o r  otherwise concl uded 
on beha l f  o f  the Uni ted States w i thout  p r i o r  consul t a t i o n  w i t h  the Secretary * o f  State. F o r  FY 1988 and 1989, the Fore ign  Re1 a t i o n s  Au tho r i za t i on  Ac t  
s t i p u l a t e s  t h a t  f a i l u r e  t o  comply w i t h  the 60-day t ransmiss ion r u l e  w i l l  
r e s u l t  i n  t h e  suspension o f  a v a i l a b i l i t y  o f  funds t o  implement the  agreement 
i n  question, u n t i l  the  t e x t  o f  t h a t  agreement has been t ransmi t ted  t o  
Congress. The Statement o f  Managers accompanying t h a t  Act, however, provides 
t h a t  A.I.D. w i l l  be deemed t o  have s a t i s f i e d  the  60-dqy Case-Zabl ock i  Ac t  
requirement i f  cable c o n f i n a t i o n  o f  t he  s i g n i n g  o f  an agreement, i n c l u d i n g  
the  amount ob l iga ted ,  i s  rece ived by Congress w i t h i n  the 60-dqy period. 

The State Department regul  a t i  ons f o r  implementing the  Case-Zabl ocki  Act  are 
s e t  f o r t h  a t  22 CFR P a r t  181 . The Sta te  Department, a f t e r  consul t a t i o n  w i t h  

Page No. 
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t Congress, has es tab l  i shed  working proceduks  f o r  imp1 ementing t h i s  Act. * 

Effective Date 

Feb. 16, 1988 

P R I O R  CONSULTATION 

Under the  procedures es tab l i shed  f o r  complying w i t h  the requirement f o r  p r i o r  
consul t a t i o n ,  a1 1 A. I .D. Ass i s tan t  Admin is t ra to rs ,  O f f i c e  D i rec tors ,  and 
Miss ion D i r e c t o r s  are d i r e c t e d  t o  s u b n i t  two copies o f  t h e  f o l l o w i n g  
agreements t o  the A.I.D. General Counsel a t  l e a s t  f i f t y  days p r i o r  t o  the 
a n t i c i p a t e d  date f o r  concl uding a proposed agreement, o r  as soon the rea f te r  as 
possi b l  e i f  unusual circumstances prevent  meeting the  50-day dead1 i ne . The 
General C:ounsel w i  1 1 review: 

A1 1 basic  A. I .D. framework agreements, i nc l  u d i  ng economic b i  1 a t e r a l  
agreements, and o ther  agreements which are t h e  f i r s t  between A.I.D. 
and a p a r t i c u l a r  country. Where a b i  1 a t e r a l  agreement s p e c i f i e s  
t h e  types o f  ass is tance t o  be granted by A.I.D. and the b i l a t e r a l  
agreement has been approved by the Sta te  Legal Adviser, a l l  
subsequent loans  and grants by A. I.D. t o  t h a t  country whicli f o l l ow  
the  t e n s  o f  the b i l a t e r a l  agreement are exempt from the 
requ i  rement f o r  p r i o r  consul t a t i  on. 

2. Loan and g ran t  agreements which are n o t  s p e c i f i c a l l y  covered by a 
b i l a t e r a l  agreement and whicli a re  f o r  amounts o f  25 m i l l i o n  d o l l a r s  
o r  more. 

* Revised 



3. Loan and grant  agreements which are n o t  s p e c i f i c a l l y  covered by a 
b i l a t e r a l  agreement and which are s i g n i f i c a n t  f o r  reasons other  
than the s i z e  o f  the f i n a n c i a l  commitment. 

Page No, 
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The interagency rev iew process i n  which the State Department and A.I.D. 
p a r t i c i p a t e  s a t i s f i e s  the requirement f o r  p r i o r  consul t a t i o n  w i th  respect  t o  
country-to-country P.L. 480 agreements and agreements under sectf on 416(b) of 
the A g r i c u l t u r a l  Ac t  o f  1949 and they need no t  be submitted independently. 

The General Counsel w i l l  review these agreements and submit them t o  the  State 
Department Legal Advisor f o r  Treaty Af  f a i  r s  . 

TRANSMISSION * 
1. Missions are t o  cable, immediately upon s i g n i n g  o f  an agreement sub jec t  t o  
the Case-Zabl ocki  Act  (see paragraph 2 be1 w),  c o n f i n a t i  on o f  the date of 
s ign ing  and d o l l a r  amount. Cables are t o  be addressed t o  State L/T and A.I.D. 
LEG, State L/T w i l l  insure  t ransmi t ta l  o f  the  cables t o  Congress. 

Effective D a b  

Feb. 16, 1988 

2. To meet the requirement f o r  t ransmi t t i ng  the t e x t  o f  a l l  concluded 
i nte rna t i  onal agreements t o  Congress, the responsib le o f f i c e r s  are d i r e c t e d  t o  
t ransmi t  v i a  pouch marked f o r  L/T, Department o f  State, the o r i g i n a l  o r  a duly 
c e r t i f i e d  copy o f  the  f o l l o w i n g  agreements, as soon as possib le a f t e r  the 

3 
agreement has been signed: 

a. A1 1 basic A. I .D. framework agreements, i nc lud ing  economic b i l  a t e r a l  
agreements. 

Trans. h o ,  No. 
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b. A1 1 1 oan and grant  agreements (excl ud i  ng P .L. 480 T i t l e  I I and 
sec t ion  416(b) agreements), whether o r  not they are covered by a 
b i l  a t e r a l  agreement, which are f o r  amounts o f  25 m i l  1 i o n  do1 1 ars o r  
more, o r  which are s i g n i f i c a n t  f o r  reasons other  than the s ize  o f  
t he  f i n a n c i a l  commitment. P.L. 480 T i t l e  I 1  and sec t ion  416(b) 
agreements have been detennined not  t o  be in te rna t iona l  agreements 
w i t h i n  the terms o f  the Case-Zablocki Act  and, therefore, need no t  

3 
be t ransmi t ted  t o  Congress. 

AID HANDBOOK 3 

c. A1 1 P.L. 480 T i t l e  I and T i t l e  111 agreements, regardless o f  t h e i r  
amount. 

The c e r t i f i e d  copy s h a l l  bear the fo l lowing typed statement signed by any 
responsible o f f i c i a l  of the o f f i c e  o r  miss i  on t r a n s m i t t i n g  the copies: 
" C e r t i f i e d  t o  be a t r u e  copy o f  the o r i g i n a l  s igned by (name o f  U.S. o f f i c i a l  ) 
and (name o f  other  count ry 's  o f f i c i a l  )." Signed (name o f  C e r t i f y i n g  O f f i c e r )  
and dated. 

Revised 



Each copy must be accompanied by: 
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( 1 )  A b r i e f  statement i d e n t i f y i n g  the na ture  o f  the agreement (e.g., 
"This Agreement provides t h a t  A.I.D. w i l l  l e n d  the Goverrnent o f  
Country X up t o  $30 m i l l i o n  f o r  c o n s t r u c t i o n  o f  an i r r i g a t i o n  
system" ). 

( 2 )  I n  the case o f  l o a n  o r  grant  agreements which are  f o r  l e s s  than $25 
m i l  l i o n  b u t  are nevertheless deemed t o  be s i g n i f i c a n t ,  the reason 
f o r  t h i s  s i g n i f i c a n c e  should be stated. No such statement i s  
necessary f o r  P.L. 480 T i t l e  I and T i t l e  I11 agreements. 

(3 )  A copy of each annex o r  attachment t o  the agreement. ( I n  the case 
of P r o j e c t  Agreements, copies o f  the  f o l l o w i n g  need not be 
submi t b d :  ProAg Standard P rov i s ions  Annex - form A.I.D. 1330-13; 
ProAg F o w i g n  Currency Standard Prov i  s ions Annex form A. I .D. 
1330-1C; and ProAg Special Loan P rov i s ions  Annex - form A. 1.0. 
1330-ID. The reason f o r  t h i s  exemption i s  t h a t  these standardized 
t e x t s  have k e n  publ ished and are a l ready a v a i l a b l e  f o r  the 
i n fo rma t ion  o f  the  Congress. ) 

Page No. 
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( 4 )  The o r i g i n a l  o r  a du ly  c e r t i f i e d  copy o f  the f o r e i g n  language t e x t  
as we1 1 as the  Eng l i sh  t e x t  i f  the  f o r e i g n  language t e x t  as we1 1 as 
the Eng l i sh  t e x t  has been signed as an  i n t e r n a t i o n a l  agreement. 

Effective Date 

Dec. 7, 1987 

I f  there  i s  a w  quest ion  about whether a p a r t i c u l a r  document i s  requi red t o  be 
submitted t o  the Sta te  Department f o r  p r i o r  c o n s u l t a t i o n  o r  f o r  t ransmi t ta l  t o  
Congress, two copies o f  t he  docunent i n  quest ion should be sent  t o  the A. 1.0. 
General Counsel a long w i t h  a memorandum request ing  a dec i s ion  i n  the matter.  
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PROJECT AGREELMEXT AIEhTPENT 

AEiEfDXEET fiumber - 7, d a t s d  , between t h e  UXITED STATES 

OF ~ R I C A ,  a c t z a g  through t h e  Agency f o r  I n t e r a a t i o n a l  Developaent ("A.I.D.!') 

EFFECTIVE DATE 
September 30, 1982 

and -Borrower/Grantee- ( > :  

6H - 1 
PAGE NO. 

ITEREAS, t h e  - ~ o r r o w e r / G r a n t e e  - end A . I . D .  e n t e r e d  i n t o  e 

~ O J E C T ,  Loan, Loan/Grant ox  rag Agreement, da t ed  y 

("Agr eenen t" )  ; and 

WEREAS, - Borrower/Grantse  - and A . I . D .  d e s i r ? .  t o  amend t h e  Xgreemsnt 

t o  r e f l e c t  - g e n e r a l  changes - t o  t h e  A g r e w e n t ;  

NOW THZREFORE, t h e  p a r t i e s  h e r e t o  hereby  a g r e e  t h a t  t h e  Agreement G d / o r  

b e n d n e n  t s t h e r e g  s h a l l  be  amended t o  r e ad  as fo l l ows :  

1. ( I n s s r  t s p e c i f i c  changes)  

2 .  --- 

e t c .  

Exccpt as anended h e r e i n ,  t h e  Agreeneat  & i d / o r  iaenciiients 

t h e r e s  between - ao r rove r /Gran t ee  - and A . I . D . ,  d a t ed  , remzics  

i n  f u l l  f o r c e  snd  effect. 



IN WITNESS I.JE5350P, - Bor rower jG~an t2e  - and t h e  LVITED STATES 

OF Al"fERIC-4, each a c t i n g  th rough  i t s  r e s p e c t i v e  dul.;~ a u t h o r i z e d  r ~ , p r e s e n t s t i l r e  

have caused t h i s  Paendrent  t o  be  s igned  in their n m e s  a ~ d  d e l i v e r e d  of 

t h e  day and d a t ?  f i r s t  above w r i t t e o .  

- 

T i t l e  u 

AID HANDBOOK 3 ,  6~ 
6H-2 d TRANS. MEMO NO. 
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September 3 0 ,  1982 



CHAPTER 7 

INTRODUCTION TO PROJECT IMPLEMENTATION 



C H A P T E R  7 
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I N T R O D U C T I O N  T O  P R O J E C T  

I M P L E M E N T A T I O N  

7A. Scope of Chapter 

This chapter contains a discussion of certain terms used in this and 
the remaining chapters of this Handbook and a summary of 
implementation principles. 

7-1 1 TRANS.  MEMO NO. 
3:43 

7B. Discussion of Selected Tkrms 

1. Implementation 

EFFECTIVE D A T E  
September 30, 1982 

To "implement" means to put into effect. "Project implementation," 
therefore, is the aggregate of all actions taken to put a project 
into effect. In a broader sense, implementation of a project is a 
phase of the project cycle, of which project identification, project 
design (or project development), approval and negotiation (agreement 
between two or more parties on the content and purposes and methods 
of putting it into effect) are earlier phases. For discussion 
purposes in this Handbook, implementation begins with the signature 
of a Project Agreement in bilateral projects and with the signature 
of a contract or ncontract-level" grant (see paragraph 4, below) for 
certain centrally funded and centrally administered projects which do 
not require "i~lementation" actions by another government or foreign 
institution through another government. 

PAGE NO. 

2. Project Operations 

Projects designed to create new physical structures (e.g., roads, 
schools, housing, irrigation systems, etc.) or new organizations 
(e.g., a statistical department, a rural health service or a credit 
institution) enter into 'operations" after the project has been 
"implemented," i.e., they can begin to achieve the purposes for which 
the project was designed only after the construction or organization 
necessary for their operation has been completed. The distinction 
between the implementation and operating phases of a project is 
important both for project design (because project operations must be 
considered in deciding on the elements to be included in the project 
definition) and for the definition of implementation actions, 
including monitoring (see below). 



7B 
3. Monitoring 

PAGE NO. 

7 - 2  

a. To "monitor" is to watch or otherwise observe actions taken 
by others. "Project monitoring," therefore, is the aggregate of all 
actions taken to observe implementing and, depending on the project 
definition, operating actions taken by others. 

b. "Monitoring" is included in the concept of "implementation" 
when the latter term is used to describe a phase in the project 
cycle, as defined in paragraph 1, above. It must be distinguished 
from "implementation," however, when the different tasks that have to 
be performed during the implementation phase are analyzed. 
Monitoring actions are, strictly speaking, not "necessary to put the 

3 
project into effect"; rather they are performed to gather information 
on implementation progress, and to the extent that this is possible 
in the implementation phase, in project performance. Distinguishing 
between implementation and monitoring tasks is not just a 
definitional nicety. ?he distinction is important in: (i) planning 
for the implementation arrangements for individual projects and 
agreeing with the other parties on the assignment of individual 
implementation tasks, and (ii) in establishing a monitoring system 
for a project which meets the needs of AID. A detailed discussion on 
monitoring will be found in Chapter 11. 

4. Pre-Implementation Actions 

AID HANDBOOK 3 
EFFECTIVE DATE 

September 30, 1982 

Some implementation actions can be taken prior to execution of the 
Project Agreement, such as drafting invitations to bid, procurement 
notices and preparing detailed implementation plans. While AID is 
restricted from taking actions that may constitute a commitment of 
funds before the Agreement is executed (see Chapter lo), the 
Borrower/Grantee might take such actions at its own risk if it is 
clear to all parties that Borrower/Grantee funding, not AID'S, is 
financing the action. AID may later reimburse the Borrower/Grantee 
for such expenditures if they meet AID eligibility criteria for 
financing under the project. 

TRANS. MEMO NO. 
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5. Start of Project 

In the broadest sense, a project begins with the presentation of an 
idea which is developed, documented and approved in the manner 
described in the initial chapters of this Handbook. However, the 
term "start of project" refers to the beginning of project 

- 

implementation. The signing of the obligating agreement, e.g., a 
Project Agreement (or a Grant Agreement with a nongovernmental 
organization) is seen as the point at which the implmentation phase 
of a project begins. Even though some pre-implementation actions may 
have been taken by the Borrower/Grantee and/or AID before the 
Agreement was signed, the implementation period (the "life of the 
project" is counted from the date the Agreement was signed. 



6. Life of Project 
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The life of the project is the time period during which AID 
assistance is being provided. It is estimated during project design 
and runs from the obligation of AID funds in the Project Agreement to 
the planned Project Assistance Completion Date (PACD-see definition 
below). The PACD is noted in Project Agreements signed with 
recipient governments. Project Agreements - not with governments, for 
instance a grant to a PVO, may identify the end of the period of AID 
assistance differently, as by stating that the assistance is 
available only for costs incurred during a stated period of time, 
e.g., through December 31, 19 . 
Note: The "life of the project" relates to the period of AID - 
assistance to the project; it is - not the same as the period of 
overall project implementation and/or operations. The latter may 
continue for some time after the PACD if other participants are still 
providing inputs or carrying out activities needed to complete the 
project. In such cases, some AID monitoring and/or evaluation 
responsibilities will be continued, e.g., to verify completion and 
operation of project outputs. 

1 TRANS. MEMO NO. 
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7. Project Assistance Completion Date (PACD) 

This is the date by which AID and the Borrower/Grantee estimate that 
all services financed by AID will have been performed and all goods 
financed by AID will have been furnished for the project. The PACD 
is, in effect, determined by adding the approved life of project, 
e.g., four years, to the date upon which AID funds were obligated, 
i.e., by signing the Project Agreement, or Grant Agreement with a 
nongovernmental organization. 

EFFECTIVE D A T E  

September 30, 1982 

AID administrative support actions normally continue after the PACD; 
e.g., the Agreement usually allows for a period of nine months after 
the PACD in which the Borrower/Grantee or contractors can file 
requests for disbursement. This extra period is to allow for normal 
certification and processing of final Borrower/Grantee or contractor 
payment documentation. 

PAGE NO. 
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8. Implementing Agency 

The entity which is responsible for implementation of a project is 
herein referred to as the "Implementing Agency." Such an entity may 
be a part of a national government, such as a Ministry, a subdivision 
of a Ministry or a government agency at a lower level, e.g., a 
provincial or municipal government. It may also be a 
government+wned or "semi.-autonomous" corporation or similar 
organization, or a private or mixed corporation (partly owned by a 
government and partly by private individuals or entities). The 



determination of the Implementing Agency depends on the location of 
the responsibility for the substantive functions in project 
implementation, e.g., the day-to-day management, provision of staff, 
sites and personnel and similar functions. Collateral functions, 
such as budgeting for and disbursement of funds, may be assigned to a 
different entity which does not, based on that fact alone, become an 
Implementing Agency. There are, however, cases where more than one 
entity has substantive responsibilities in implementing the entire 
project or discrete components of a project; in that event, all such 
entities are Implementing Agencies. The differentiation between 
Implementing Agencies and other entities which have collateral 
responsibilities is important in establishing: who has the primary 
responsibility for a project; with whom AID must deal during the 
implementation of a project; to whom Implementation Letters and other 
correspondence must be addressed, and which entity or entities must 
be the focal point of AID's monitoring. 

PAGE NO. 
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9. Contracting Agency 

The "Contracting Agency" is that entity which is responsible for 
contracts for goods and services to be acquired. The Contracting 
Agency may be the Implementing Agency or another, usually 
governmental, central supply or procurement entity. The term 
"Contracting Agency," as used in this Handbook, does not apply to 
public or private entities retained by a government under contract to 
provide procurement services, such as purchasing agents or 
contractors primarily retained to provide professional services. 

3 
(See also the "Definitions" section in Handbook 11.) 

EFFECTIVE DATE 

3: 43 

7C. Implementation Principles 

TRANS. MEMO NO. 

I 

1. AID Policy 

AID's "Implementation Policy" is stated in Part VII - 1, Handbook 1; 
it has three elements: 

708 

September 30, 1982 

-- to provide assistance as speedily as possible and to ensure 
its efficient utilization; 

AID HANDBOOK 3 

-- to aim at an increasingly larger role for recipient 
countries in the implementation of projects; and 

- to minimize the costs and maximize the benefits to U.S. 
interests other than providing assistance to LDC's. 

The likelihood of conflicts between these principles is recognized. 
Stressing efficiency in project implementation may run counter to 
maximizing involvement of the recipient government's personnel; speed 
or efficiency may also be incompatible with the restriction of 
procurement of U.S. and LDC sources. It is also recognized that no 
generally applicable formula can be devised which would assist in 
resolving such conflicts. 
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2. Implementation Planning 

AID's policy objectives must be reconciled during project design and, 
specifically, in planning for project implementation. The solutions 
will depend on the circumstances in which a particular project is to 
be implemented, i.e., the institutions involved, the project 
personnel expected to be available and the broader political and 
cultural conditions existing (the "project environment" ) . Without a 
thorougl assessment of those factors, and their careful consideration 
in planning for project implementation, the achievement of project 
objectives is highly unlikely. Even if otherwise impeccably CL/ designed, projects are unlikely to succeed if implementation is not 
given the proper attention from the outset, i.e., during the project 
identification and development phases. Implementation Planning is 
discussed in greater detail in Chapter 9. 

40. 

3. Implementation Methods 

I 
EFFECTlVE DATE 

September 30, 1982 ( A I U  HANUtlUUK 3 

a. m e  first major distinction between methods of implementing 
a project is "implementation by AID" and "joint implementation" by 
AID and one or more other entities. 

PC. - - . . - . 
7-5 3:43 

L. (1) In the first category are those projects which are 
undertaken for the benefit, but without the active involvement, of 
other countries. Such projects are, for practical purposes, 
exclusively projects funded and administered by AID'S- "central" 
bureaus, e.g., the Bureau for Science and Tkchnology (S&T); they are 
frequently referred to as "centrally funded" projects. Most, but not 
all of those projects are implemented by contracts between AID and 
public or private institutions or by grants to such institutions 
("contract-level grants"; see paragraph DZb, below); agreements with 
other countries are often not needed for the implementation of such 
projects. AID has responsibility for the administration of the 
contracts or grants and for disbursement of funds required for the 
work specified in them. AID may not have other implementation 

b responsibilities because the substantive tasks are often assigned to 
the contractor or grantee. It has, however, responsibility for 
administering the contracts and monitoring performance and progress. 

(2) In the second category ("joint implementation") are 
all projects carried out under agreements with one or more countries 
or with regional entities. These projects are, for simplicity, 
referred to as "bilateral" projects, even though the agreements may, 
in fact, be "multilateral," i.e., have more than two contributors. 
This category thus includes the vast majority of projects financed 
and supervised by AID's Regional Bureaus. Joint implementation is 
involved even in those projects in which a B/G entity has only minor 
responsibilities, such as making trainees or counterparts available 
or providing a site or off ice space. (See Chapter 8 , B3 for a 
listing of typical implementation actions.) 

LGE  NO^ 1 



b. Within the category of jointly implemented projects, the 
importance of AID'S role can differ greatly. As pointed out above, 
AID has the policy of keeping its own implementation responsibilities 
to the minimum compatible with a reasonably prompt and efficient 
execution of projects and of maximizing the role of the aid 
recipient. That policy is sufficiently broad to permit different 
patterns in the assignment of implementation responsibilities and the 
choice of the pattern best suited to the circumstances in which the 
project is to be implemented. Factors to be considered in making 
that choice are discussed in Chapter 9 ("Implementation Planning"). 

c. Since in practically all projects contractors are used to 
perform specific implementation tasks, and since contracting is, 

3 
therefore, an important implementation function, AID has dealt with 
that aspect of implementation in a separate Policy Determination (see 
Appendix 31,3J). The assignment of responsibility for contracting to 
either the B/G or AID is the basis for a major categorization of 
implementation methods. The categories are known as "AID Direct 
Contracting" and "Country mntracting"; they are discussed in 
paragraph C3, Chapter 8. 

PAGE NO. 
7-6 

7D. AID'S Responsibilities in Project Implementation 

1. General 

This section contains a summary description of the 
responsibilities which AID must meet in the implementation of 
projects and AID'S role in implementing centrally funded and 
bilateral projects. A detailed discussion of its role in the former 
will be found in Part I of Supplement A to this Handbook. Details on 
AID'S responsibilities in bilateral projects are presented in Section 
C of Chapter 8. and Part I1 of Supplement A. 
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2. AID Implementation Responsibilities 
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a. Focus of Implementation - 'lhe context within which AID 
exercises its implementation responsibilities is, in the first 
instance, defined by the characteristics of centrally funded and 
administered projects and of bilateral projects. In the former, AID 
deals, usually exclusively, with contractors and the recipients of 
contract-level grants and Cooperation Agreements; in the latter, AID 
deals primarily, but not exclusively with governmental or other 
entities in a country assisted by AID. The focus in the 
implementation of centrally funded projects is, therefore, the 
administration of contracts and comparable agreements; in bilateral 
projects, the focus is the administration of a Project Agreement 
between AID and a Borrower/Grantee. 



b. Centrally Funded Projects - The principal functions 
exercised by AID in the implementation of centrally funded projects 
are: 

AID HANDBOOK 3 

-- contracting (or granting funds); 

- administering the contract or grant; 
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-- making payments to the contractor or grantee; and 

- monitoring the performance of the contractor or 
grantee. 

EFFECTIVE D A T E  

September 30, 1982 

In the context of a project in which no foreign government has any 
implementing responsibilities, these functions add up to total 
Project Management. Overall project management responsibility is 
normally assigned by the Assistant Administrator or by the Director 
of an office having jurisdiction for the project, to a Project 
Officer. He/she may be assisted by a Project Committee of which 
he/she is the chairperson. The Contract or Grant Officer, a member 
of M/SER/CM, is responsible for the negotiation of contracts and 
grants and for their administration (approvals, modifications, etc.); 
the Office of Financial Management (M/FM) establishes payment 
procedures and makes or authorizes payments (e.g., a "Certifying 
Officer" on the staff of FM must certify vouchers for payment). (See 
Supplement A for further details on the management of centrally 
funded projects.) 
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c. Bilateral Projects 

The implementation of bilateral projects presents a more intricate 
pattern than the implementation of centrally funded projects and 
requires AID to play a different role. Although AID must assume 
responsibility for substantive implementation actions, it does not 
act as "Project Manager." The B/G and its agencies have not only the 
legal responsibility "to implement the project1 i.e. to manage its 
implementation, but substantive responsibilities as well. The 
Implementing Agency designated by the B/G is therefore looked upon as 
the "Project Manager." AID generally plays a subsidiary role 
(sometimes called a "support" role), but the interaction between AID 

1 See, e.g., the Standard Provisions Annex to the Project ban and 
Project Grant Agreements (Appendix 9A-1 and 9A-2, respectively, to 
Chapter 9). Article A refers to the fact that AID will assist the 
[Borrower or Grantee] in the implementation of the Projectn; in Section 
B2, the Borrower or Grantee undertakes "to carry out the project . . ." 
and to "provide . . . management," etc. 



and the B/G is affected by such factors as the capabilities of the 
Implementing Agency and the experience of its staff, the organization and 
operating practices of the B/G government, including the extent to which 
authority for decision making is delegated, and other political and 
cultural factors. AID'S responsibilities regarding bilateral projects 
are carried out largely by its field organizations supported by units in 
Washington. 

- 
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7E. Other Responsibilities During Project Implementation 

1. General 

During and after the implementation of projects, AID has 
responsibilities which relate to, but are not part of project 
implementation as that term is defined in paragraph B1 above. Those 
responsibilities are Monitoring, Evaluation and Auditing. Monitoring 
is discussed in Chapter 11, Evaluation in Chapter 12; the auditing 
function is described below. 

AID HANDBOOK 3 
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2. Auditing 
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a. As a matter of policy, AID reserves for itself the right to 
audit all aspects of project implementation. It does so in Project 
Agreements (see Section B5 of the Standard Provisions Annex to the 
Project ban and Grant Agreement in Chapter 6) with respect to the 
books and records to be maintained by the B/G and, with reswct to 
contracts financed by AID and by requiring the submission of a 
"Certificate" which includes an agreement between contractors or 
suppliers and AID giving AID the right to audit the contractor's or 
supplier's books and records relating to the contract. (See HB lB, 
Chapter 24 and HB 11). AID may exercise its audit rights by either 
conducting audits with its own staff, i.e., through the Office of the 
Inspector General (IG), by requesting other USG agencies (e.g., the 
Defense Audit Agency) to conduct audits, or by contracting with a 
commercial firm providing Certified Public Accountants (BA). 

b. Audits of selected contracts are conducted by the staff of 
the IG. Most AID-financed contracts, however, are audited by other 
USG agencies or by firms under contract with AID or the B/G. 

c. Audits conducted by AID'S Office of the Inspector General or 
the General Accounting Office (GAO) are usually "full scope" audits. 
Full scope audits encompass: 

-- an examination of financial transactions, accounts and 
reports, including the evaluation of compliance with 
applicable agreements, laws, and regulations; 



-- a review of efficiency and economy in the use of 
resources; and 
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- a review to determine whether desired results are 
effectively achieved. 

IG and GAO audits may focus on an individual project or on an entire 

e sector, country or regional program, or functional area. Legislative 
and administrative authorities give the auditors wide latitude in 
independently determining the activities to be audited and the timing 
of audits. Audit reports are issued to communicate the results of 
the audits and to focus management attention on matters which require 
corrective action. Such reports are usually distributed both within 
the Agency and the Congress. 
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8A. I n t r o d u c t i o n  

1 . Th is  chap te r  d iscusses t h e  p r i n c i p a l  f unc t i ons ,  r e s p o n s i b i l i t i e s  
and procedures i nvo l ved  i n  the  implementation of AID d u r i n g  t he  p r o j e c t  
imp1 ementat ion sequence. Sec t i on  B discusses ma jo r  f u n c t i o n s  re1 a t i  ng 
t o  p r o j e c t  implementat ion; the  1 oca t i on  o f  respons ib i  1  i t y  f o r  per fo rming  
major  imp1 ementat ion tasks;  and t h e  o r g a n i z a t i o n a l  u n i t s  w i t h i n  AID 
hav ing  respons i  b i l  i t i e s  i n  p r o j e c t  i i np le~nenta t ion .  It thus forms t he  
background f o r  t h e  d i scuss ion  i r l  Sec t ion  C o f  t h e  procedures and 
documentat ion used by AID i n  meet i r lg i t s  r e s p o n s i b i l  i t i e s  i n  p r o j e c t  
.imp1 emen t a  ti on. 

Effective Date 

Sept . 30,1982 

2. The inipl ernentation o f  c e n t r a l  l y  admin is te red  p r o j e c t s  w i t h  
con t rac t s ,  g ran ts  and coopera t i ve  agreements i s  n o t  d iscussed i n  t h i s  
chap te r  because t h e  procedures and documentary requ i  rements f o r  those 

W p r o j e c t s  a r e  s e t  f o r t h  i n  d e t a i l  i n  Supplement A, the  " P r o j e c t  O f f i c e r ' s  
Guidebook - Management o f  D i r e c t  A I D  Cont rac ts ,  Grants and Cooperat ive 
Agreements ," dated June 1980. It should be consul t e d  f o r  a1 1 ques t ions  
re1  a t i n g  t o  t he  i ~ i i p l  ementat ion o f  c e n t r a l  l y  funded and d i  r e c t l y  
admin is te red  p r o j e c t s .  Th i s  chapter  deal s  o n l y  w i t h  b i l  a t e r a l  p r o j e c t s .  
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3. Discussed he re  a re  on l y  tJiose a c t i o n s  which a re  d i r e c t e d  towards 
" p u t t i n g  t h e  p r o j e c t  i n t o  e f f e c t "  (see Chapter 7, Sect ions 51 and 0 2 ) .  
P l  anning, mon i to r ing ,  eva l  ua t ion ,  and re1 a ted  sub jec t s  a r e  d iscussed i n  
subsequent chapters.  

I 

4.  T r a i n i n g  i s  e i t h e r  one element among severa l ,  o r  t he  s o l e  element, 
i n  many p r o j e c t s .  Because o f  i t s  prominence w i t h i n  AID- f  inanced 

j timid a c t i v i t i e s ,  d e t a i l e d  procedures govern ing  t r a i n i n g  f i nanced  by AID have 
4 been e s t a b l  i shed  (see Handbook 10, P a r t i c i p a n t  T r a i n i n g ) .  A b r i e f  
t d i s cuss ion  o f  t r a i n i n g  as an implementat ion task  i s  i n c l u d e d  i n  Sec t ion  ,. 

8B. Imp1 ementat ion Func t ions  and R e s p o n s i b i l i t i e s  

f 
2 

1 . General 
? 

The a c t i o n s  t h a t  must be taken t o  implement a  b i l a t e r a l  p r o j e c t  a r e  
t he  same under t he  two p o s s i b l e  f i n a n c i n g  methods ( l o a n  o r  g r a n t )  



discussed i n  Sect ion C4 o f  Chapter 7. I n  both cases, the B/G and A I D  
have c e r t a i n  r e s p o n s i b i l i t i e s  and the f a i l u r e  o f  e i t h e r  pa r t y  t o  take 
e f f e c t i v e  and t ime ly  a c t i o n  w i l l  r e s u l t  i n  delays i n  the implementat ion 
of a p r o j e c t  and may r e s u l t  i n  cos t  overruns and/or f a i l u r e  t o  achieve 
p r o j e c t  ob jec t ives .  The number o f  ac t i ons  t o  be taken and the 
arrangements made f o r  the assignment o f  r e s p o n s i b i l i t i e s  t o  the B/G and 
AID, respec t i ve l y ,  d i f f e r s  w i t h  the type o f  p r o j e c t  t o  be undertaken 
w i t h  the d i f f e r e n t  aspects o f  " p r o j e c t  environment". There are, 
therefore,  d i f f e r e n t  pa t te rns  o f  p r o j e c t  implementation, d i s t i ngu i shed  
by the d i s t r i b u t i o n  of implementation tasks between the  B/G and A I D .  
One o f  the major d i f f e rences  l i e s  i n  the assignment o f  the c o n t r a c t i n g  
func t ions  . 
I n  keeping w i t h  AID's implementat ion po l icy ,  discussed i n  Chapter 7, 
Sec ti ons C1 and C2, responsi b i l  i ty f o r  impl ementati on should be 1 odged 
w i t h  the B/G t o  the g rea tes t  ex ten t  ensur ing prompt, e f f i c i e n t  p r o j e c t  
execut ion and minimal negat ive e f f e c t s  on U.S. i n t e r e s t s .  A f a c t o r  t o  
be considered i s  t he  a b i l i t y  o f  AID's f i e l d  and Washington organ iza t ion  
t o  perform e f f i c i e n t l y  i n  those areas f o r  which add i t i ona l  A I D  
responsi b i l  i t i e s  may be considered. Weighi ng these f a c t o r s  may, i n  any 
g iven case o r  country s i t u a t i o n ,  l ead  t o  the  conclus ion t h a t  AID must 
accept r e s p o n s i b i l i t y  f o r  c e r t a i n  aspects o f  impl ementation. A I D ,  
however, does no t  take over  the complete management o f  a b i l a t e r a l  
p ro jec t .  Moreover, i t  i s  o f  c r i t i c a l  importance f o r  the success o f  a 
development ass is tance program t h a t  the r e c i p i e n t  count r ies  view 
p ro jec ts ,  even though they may be l a r g e l y  f inanced by others, as p a r t  o f  
t h e i r  own development e f f o r t s .  For  these reasons, the b i l  a te ra l  
agreements between A I D  and the B/ prov ide t h a t  the  B/G "car ry  out," 
i .e., t h a t  i t  manage the p r o j e c t .  f 
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Conceptually, there  i s  a c l e a r  d i v i s i o n  o f  f unc t i ons  and 
r e s p o n s i b i l i t i e s  between the  B/G and A I D .  I n  p rac t ice ,  however, the 
d i v i d i n g  l i n e  i s  somewhat f l u i d ;  i t s  p rec ise  l o c a t i o n  depends on the 
experience o f  the management and s t a f f  o f  the  Implementing Agency, on 
i t s  organizat ion,  the a u t h o r i t i e s  delegated t o  it, and i t s  re1 a t i  onshi p 
t o  o ther  government e n t i t i e s  and A I D .  The a b i l i t y  t o  discharge 
impl ementati on responsi b i  1 i t i e s  can the re fo re  vary n o t  o n l y  between 
agencies w i t h i n  a country, b u t  w i t h i n  the  same agency over t ime. The 
1 ower the  capaci ty  and experience o f  an Implementing Agency, the  greater  
the need f o r  A I D  s t a f f  t o  look  upon imp1 ementation ac t ions  as a j o i n t  
r e s p o n s i b i l i t y ,  exerc ised i n  an informal par tnership.  A1 though t h a t  

........................... 
L / ~ e e  foo tno te  1 t o  Sect ion D2c o f  Chapter 7. 

Effective Date 
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par tnersh ip  i s  formed f o r  the immediate purpose o f  exped i t i ng  the 
implementat ion o f  a  p ro jec t ,  i t  should a1 so be looked upon as an 
oppor tun i ty  f o r  on-the-job t r a i n i n g  o f  the Impl ementing Agency's p r o j e c t  
s t a f f .  To maximize i n s t i  tuti onal development, A I D  personnel shoul d  seek 
t o  achieve a  given implementat ion o b j e c t i v e  by mot iva t ing ,  adv i s ing  and 
support ing the Impl ementing Agency's s t a f f  r a t h e r  than by tak ing  the 
a c t i o n  themselves. It i s  recognized t h a t  c e r t a i n  r e c i p i e n t  count r ies  o r  
geographic regions r e q u i r e  Inore A I D  i n v o l  vetnent than others, especia l  l y  
regard ing  procureinent assistance and 1  o g i s t i c a l  support  t o  cont rac tors .  

A I D  HANDBOOK 3  

2. I m ~ l  ementati on Funct ions 

For  a  c l o s e r  look  a t  the components o f  p r o j e c t  imp1 ementation, i t  
i s  usefu l  t o  c l a s s i f y  them by func t ion .  A1 though o t h e r  c l a s s i f i c a t i o n s  
would be l i s t e d  t o  complete the  range o f  impor tan t  func t ions  (e.g., 
technical  superv i  s i  on/inspec ti on t o  ensure adherence t o  appropr i  a te  
standards),  the present  d iscussion w i l l  be l i m i t e d  t o  the f o l l o w i n g  
func t iona l  groups. (See Handbook 3, Supplement A f o r  add i t i ona l  
i n fo rma t ion  on func t ions  and r e s p o n s i b i l i t i e s . )  
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a. P r o j e c t  Management. Under t h i s  f unc t i ona l  heading would fa1 1  
a l l  those ac t ions  which the "general manager" o f  a  commercial 
o rgan iza t ion  woul d  take o r  d i r e c t l y  supervise. Prominent among such 
ac t ions  are  o v e r a l l  p lanning and scheduling, r e c r u i t i n g  and o rgan iz ing  
subordinate managers and t h e i r  s t a f f ,  coo rd ina t i ng  ac t ions  w i t h  o the r  
B/G e n t i t i e s  and w i t h  A I D  and any o the r  donors, and superv is ion  o f  
cont rac tors .  I n  many cases, ou ts ide  assis tance i s  necessary o r  
advisable if the Imp1 ementing Agency i s  t o  meet a1 1  o f  these 
r e s p o n s i b i l i t i e s ;  such assis tance i s  u s u a l l y  obta ined under con t rac ts  
w i t n  commercial f i r m s  o r  n o n p r o f i t  i n s t i t u t i o n s .  I t  i s  impor tan t  t o  
note, however, t h a t  the serv ices prov ided under cont rac ts  are normal ly  
o f  an advisory nature; the operat ional  r e s p o n s i b i l i t y  remains w i t n  the 
Implementing Agency. 

b. F inanc ia l  Management Under t h i s  heading f a l l  a l l  the  ac t ions  
requ i red  t o  mob i l i ze  and employ the  f i n a n c i a l  resources t o  be made 
a v a i l a b l e  by the B/G and A I D  under the P r o j e c t  Agreement. Inc luded a re  
the es tab l  ishment and opera t ion  o f :  d e t a i l e d  budgets, f i nanc ia l  p l  ans 
and expendi ture fo recas ts  by t ime per iod,  pqyment procedures and 
f i nanc ing  instruments f o r  both B/G and A I D  funds, a  p r o j e c t  account iug 
system, disbursements o f  funds t o  supp l ie rs  o f  goods and serv ices,  and 
a l l  r e l a t e d  act ions.  Assistance i n  t h i s  func t iona l  areas i s  a l s o  
requ i red  i n  many cases; occasional he1 p  can be prov ided by A I D ' S  f i e 1  d  
s t a f f ,  b u t  longer  term o r  i n t e n s i v e  assis tance must be obta ined by 
c o n t r a c t i n g  w i th  a  q u a l i f i e d  consul tant .  

E f f e c t i v e  Date 

Sept. 30, 1982 
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Contract ing.  The c o n t r a c t i n g  methods t h a t  may be used ("Country 
Cont rac t ing"  o r  " D i r e c t  A I D  Cont rac t ing" )  a r e  discussed i n  Sect ion C4d 
below. I f  the Implementing Agency, o r  another B/G agency, i s  t h e  
Cont rac t ing  Agency, i t  has t o  take a l l  ac t ions  requ i red  fo r  the 
a c q u i s i t i o n  o f  goods and serv ices needed f o r  the impl ementation o f  the 
p r o j e c t .  To the e x t e n t  t h a t  A I D  funds are  t o  be used t o  f inance such 
cont rac ts ,  conformance w i th  A I D  requirements ( s e t  f o r t h  i n  d e t a i l  i n  
Handbook 11 ), and c lose  coord ina t ion  w i t h  A I D  are necessary. I f  the A I D  
D i r e c t  Cont rac t ing  method i s  used, the Implementing Agency has narrower 
r e s p o n s i b i l i t i e s  but  should, a t  a  minimum, approve the scope o f  serv ices  
f o r  serv ice  con t rac ts  and the s p e c i f i c a t i o n s  t o  be used i n  the 
procurement o f  commodities. 
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d. Reporting. Under agreements w i th  A I D ,  the B/G undertakes t o  
" f u r n i s h  A I D  such in fo rmat ion  and repo r t s  r e l a t i n g  t o  the P r o j e c t  and t o  
t h i s  Agreement as AID may reasonably request."2/ I n  i t s  "Basic 
Implementation L e t t e r  3 / ,  based on t h i s  c lause i n  the Agreement, AID 
r o u t i n e l y  requi  res  the  sub~niss i  on o f  " Q u a r t e r l y  Progress Reports. And 
" Q u a r t e r l y  Shipping Reports;" i t  o f t e n  requ i res  monthly progress repo r t s  
and may spec i fy  a d d i t i o n a l  specia l  repor ts .  While A I D  encourages the  
use o f  B/G r e p o r t s  t o  s a t i s f y  i t s  own in fo rmat iona l  requirements, such 
A I D  requi  rements rnay be add i t i ona l  t o  any i n t e r n a l  r e p o r t i n g  requ i  r e d  by 
the management o f  the Implementation Agency o r  o the r  agencies o f  the  
B/G. Contractors p rov id ing  serv ices  t o  the Imp1 ementing Agencies 
normal l y  a1 so prepare p e r i o d i c  repo r t s  on t h e i r  a c t i v i t i e s  o r  on 
progress o f  the p r o j e c t .  Cont rac tor  r e p o r t s  on p r o j e c t s  c o n t a i n i n g  
p a r t i c i p a n t  t r a i n i n g  components shoul d  use the cos t  r e p o r t i n g  format  
d e t a i l e d  i n  the T ra in ing  Cost Analys is  system. Gathering i n fo rma t ion  
f o r  use i n  the prepara t ion  of repor ts ,  ana lyz ing  repor ts  received from 
cont rac tors  and prepar ing  repo r t s  requ i red  by the B/G o r  AID invo lves  a  
subs tant ia l  e f f o r t ,  p a r t i c u l a r l y  i n  1  arge and more complex pro jec ts .  
Thus r e p o r t i n g  i s  j u s t i f i e d  i n  i t s  des ignat ion  as a  separate func t ion .  

3. Typical Implementation Tasks 

Effective Da* 

Jan. 13, 1988 

- 
a. The 1  i s t  o f  impl ementation tasks which f o l l o w s  i s  in tended t o  

i l l u s t r a t e  the range o f  ac t ions  which have t o  be taken i n  the  course o f  
implementing a  p ro jec t ;  the ac t ions  a re  grouped by func t ion ,  based on 
the  fo rego ing  discussion. Some o f  the ac t ions  l i s t e d  apply t o  a l l  

4/ Sect ion 13(5)a, Standard P rov i s ion  Annex t o  P r o j e c t  Agreement; a1 so see 
Handbook 3, Chapter 6, Appendices 6A-1 and 6A-2. 
31 See Appendix 8A t o  t h i s  Chapter. 
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p r o j e c t s ,  o thers  on l y  t o  some. Some tasks, such as o v e r a l l  p r o j e c t  
management, c o n t r a c t i n g  o r  accounting, are continuous o r  may be 
r e p e t i t i v e ;  others w i l l  have t o  be taken on ly  once du r ing  the 
implementat ion o f  a p ro jec t ,  e .g., meeting Condi t i o n s  Precedent t o  
Disbursement. The 1 i s t  i s ,  therefore,  ill u s t r a t i v e  o f  the ac t i ons  which 
may have t o  considered; i t  i s  no t  a c h e c k l i s t  app l i cab le  t o  every 
p ro jec t .  

b. The crosses i n d i c a t i n g  whether A I D  o r  the B/G i s  responsib le 
f o r  a task r e f l e c t  a s i t u a t i o i i  i n  which the B/G has accepted 
r e s p o n s i b i l i t y  f o r  a l l  tasks except those which, by t h e i r  nature, A I D  
has t o  perform. D i f f e r e n t  a1 l oca t i ons  o f  respons-i b i  li t i e s  a r e  possib le,  
and may be advisable i n  the l i g h t  o f  the  circumstances i n  which a 
p r o j e c t  i s  t o  be implemented. .4 s i t u a t i o n  i n  which A I D  would be 
i n i t i a l l y  responsib le f o r  a1 1 ac t i ons  i s ,  however, h i g h l y  unl i k e l y .  I f  
the conclus ion i s  reached du r ing  p r o j e c t  development t h a t  t h i s  would be 
necessary if the p r o j e c t  i s  t o  be undertaken a t  a1 1 , the issues o f  
p r o j e c t  f e a s i b i l i t y  and i t s  s u i t a b i l i t y  f o r  f i n a n c i a l  support by A I D  
inust be g iven c a r e f u l  review. As such a c t i v i t i e s  are being imp1 emented, 
p e r i o d i c  reviews should be made o f  e a r l  i e r  concl us ions and cons ide ra t i  on 
g iven t o  ways of maximizing the r e s p o n s i b i l i t i e s  and involvement o f  B/G 
par t i c i pan ts .  
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c. 11 1 u s t r a t i v e  L i s t  o f  Imp1 ementation Tasks 
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Funct ion  Task - 

Page No. 
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P r o j e c t  Management 

Responsibi 1 i t y  

m 

- - Pl anning & Scheduling X 

-- Organizing, R e c r u i t i n g  and 
Assigning B/G1s P r o j e c t  S t a f f  X 

-- Supervising P r o j e c t  S t a f f  X 

- - Superv is ing Cont rac tors  X 

- - Coordinat ing w i t h  A I D  and 
o ther  do'nors, i f  any X 



- - P r o v i d i  ng t o  A I D  docl~mentat ion 
t o  s a t i s f y  Condi t ions Precedent 
and Covenants X 

-- Reviewing and accept ing documen- 
t a t i o n  re1 a t i n g  t o  s a t i s f a c t i o n  
o f  CP ' s  and Covenants 

Page No, 

8-6 

F i nanc i a1 Ma naaemen t 

Effective Date 

Sept. 30, 1982 
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- - Establ i s h i n g  de ta i led ,  t ime- 
phased f i nanci a1 pl  an, i n c l  ud i  ng 
B/G budgeting X 
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- - Es tab l i sh ing  and main ta in ing  
B/G's p r o j e c t  account ing system X 

-- Agreeing w i th  A I D  on disbursement 
procedures f o r  f o re ign  exchange 
and l o c a l  currency X 

-- Prepar ing requests t o  AID f o r  
d i r e c t  disbursements o r  L e t t e r s  
o f  Commitment o r  reimbursement X 

- - Making d i  r e c t  disbursements, open 
L e t t e r s  o f  Commitment o r  reimburs- 
i n g  B/G 

- - Opening L e t t e r s  of C r e d i t  i n  f avo r  
o f  cont rac tors  and supp l ie rs  X 

- - C e r t i f y i n g  invo ices  f o r  payment X 

Ma in ta in ing  AID'S accounts 

Cont rac t ing  

( i )  I f  Country Cont rac t ing  i s  used: 

-- Arranging f o r  pub1 i c a t i  on o f  
proposed procurement X 

-- Cont rac t ing  f o r  serv ices X 



-- Pu r chas i  vg Commodi ti es X 

- - Admin i s te r i ng  Con t rac t s  X 

Page No. 
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( i i )  I f  D i r e c t  A I D  Con t rac t i ng  i s  used: 

-- Agreeing on scope o f  se rv i ces  
( s e r v i c e  c o n t r a c t s )  and s p e c i f i -  
c a t i o n s  (commodi ty procurement) X X 
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- - C o n t r a c t i n g  f o r  se rv i ces  X 

Effective Date 

Sept. 30, 1982 

- - P r o c u r i n g  o r  a r rang ing  f o r  pro-  
cu rement o f  commodi ti es X 

- - Admin i s te r i ng  c o n t r a c t s  X 

Repo r t i ng  

-- Reviewing r e p o r t s  f rom 
B/G Cont rac to rs  X X 

- - Reviewing r e p o r t s  f rom 
D i r e c t  A I D  Cont rac to rs  X X 

- - P repa r i ng  r e p o r t s  r equ i  r e d  by 
o t h e r  B/G agencies and A I D  X 

-- Reviewing r e p o r t s  r ece i ved  f rom B/G X 

........................ 
1/ See paragraph C3d(3),  below, f o r  d i scuss ion  of voucher approval  and 

c e r t i f i c a t i o n  by AID. 



4. Role o f  A i d  i n  P r o j e c t  I m ~ l e m e n t a t i o n  

Page No. 
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a. General . The d iscussion i n  paragraph 3, above, and i n  
p a r t i c u l a r T E T s t i n g  o f  implementat ion tasks, demonstrate t h a t  both 
the B/G and A I D  have a t  l e a s t  some impl ementation r e s p o n s i b i l i t y  i n  
every b i l a t e r a l  p ro jec t ;  i n  any b u t  the most s imple pro jec t ,  e.g., those 
i n v o l v i n g  on ly  advisory services, the B/G normal ly assumes 
responsib i  1  i t y  f o r  most implementat ion ac t ions .  Conversely, some a c t i o n  
by A I D  i s  a1 ways requ i red  t o  impl ement a p r o j e c t ,  such as approving 
con t rac ts  and making, o r  a r rang ing  f o r ,  payments t o  serv ice  con t rac to rs  
and supp l ie rs  o f  commodities or, as i n  the  case o f  some p r o j e c t s  

3 
i n v o l  v i ng  in termediate c r e d i t  i n s t i t u t i o n s ,  t o  i n s t i t u t i o n s  i n  the 
country  o f  the B/G. Despi te the f a c t  t h a t  P r o j e c t  Agreements r e q u i r e  
the B/G " t o  ca r r y  o u t  the Pro jec t , "  A I D  has r e s p o n s i b i l i t y  f o r  c e r t a i n  
ac t i ons  which make i t  poss ib le  f o r  the B/G t o  do so. A t  l e a s t  t o  t h a t  
extent ,  A I D  i s  a c t i v e l y  i n v o l  ved i n  the impl ementati on o f  a1 1 b i  1  a te ra l  
p ro jec ts .  Descr ib ing p r o j e c t s  as e i t h e r  "implemented by the B/GU o r  
" A I D  implemented," o r  d e f i n i n g  A I D  as an "agent" implementing a p r o j e c t  
on beha l f  o f  the B/G, i s  t he re fo re  inaccurate.  Using such terms, even 
as a "shorthand" d e s c r i p t i o n  o f  a p a t t e r n  o f  implementation, tends t o  
obscure the f a c t  t h a t  both the B/G and A I D  a re  always i nvo l ved  i n  p 
implementation. The d i f f e rences  between implenientation arrangements l i e  
.in the degree o f  t h e i r  respect ive  involvement, i .e ., i n  the number and 
importance o f  the s p e c i f i c  implementat ion tasks assigned t o  each par ty .  

3 
This paragraph conta ins a d iscuss ion  o f  the tasks f o r  which A I D  i s  
always responsib le o r  may be responsible, depending on the 
implementation p lan  adopted f o r  a s p e c i f i c  p r o j e c t .  These ac t ions  are  
presented under the func t i ona l  headings used i n  paragraphs 2 and 3, 
above. The organ iza t iona l  u n i t s  w i t h i n  A I D  t o  which those 
r e s p o n s i b i l i t i e s  are assigned are discussed i n  paragraphs 5 and 6, 
below; the  procedures and documentation used by A I D  i n  meeting i t s  
implementation r e s p o n s i b i l i t i e s  a re  the s u b j e c t  o f  Sect ion C o f  t h i s  
Chapter. 

Effective Date 

Sept. 30, 1982 

b . P r o j e c t  Manaqement 

(1 ) When A I D  en ters  i n t o  a P r o j e c t  Agreement w i th  a B/G, i t  
does so on the  precept t h a t  the B/G " w i l l  c a r r y  o u t  the Pro jec t . "  
(Relevant clauses i n  the  Agreement which express t h a t  assumption a re  
c i t e d  i n  Chapter 7, Sect ion D2.) That assumption i s  n o t  a " l ega l  
f i c t i o n "  because i t  a1 so forms the basis  o f  the impl ementation p lan  
developed f o r  b i l a t e r a l  p ro jec ts .  Even i f  A I D  en ters  i n t o  a c o n t r a c t  
f o r  serv ices  t o  be prov ided t o  the p r o j e c t ,  the  c o n t r a c t  may prov ide  f o r  
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day-to-day superv is ion  and d i r e c t i o n  o f  the c o n t r a c t o r ' s  personnel by an 
e n t i t y  o f  the B/G. I n  t h a t  case the B/G must be looked upon as  the 
p r o j e c t  manager, wh i l e  AID func t i ons  as c o n t r a c t  admin is t ra to r ,  1  i m i  t e d  
t o  meet ing such cont rac tua l  o b l i g a t i o n s  as g i v i n g  formal approvals t h a t  
(nay be requi red,  making payments and genera l l y  overseeing the 
c o n t r a c t o r ' s  compliance w i t h  the  p rov i s ions  o f  t he  cont rac t .  Thus, the  
B/G i s  almost always the  P r o j e c t  Manager. 

AID HANDBOOK 3 

C/ ( 2 )  The fo rego ing  d iscussion makes c l e a r  t h a t  a  d i s t i n c t i o n  
* must be made between managing a  p r o j e c t  and admin is te r ing  a  c o n t r a c t  

under which profess ional  serv ices a re  provided. AID does n o t  assume the 
2 r o l e  o f  p r o j e c t  manager merely by v i r t u e  o f  accept ing the 
1 r e s p o n s i b i l i t i e s  f o r  contract. ing and c o n t r a c t  admin is t ra t ion .  Rather, 

.I A I D  may c o n t r a c t  f o r  the p r o v i s i o n  o f  serv ices ,  b u t  the  B/G manages 
4 t h e i r  u t i l i z a t i o n .  

( 3 )  The d i s t i n c t i o n  between managing the p r o j e c t  and 
c o n t r a c t i n g  f o r  and/or managing the  d e l i v e r y  o f  sane o r  a1 1  o f  the  goods 
and serv ices needed by the p r o j e c t  i s  important .  F a i l u r e  t o  apprec ia te  
the d i s t i n c t i o n  can resul  t i n  misunderstandings about the respect ive  

e responsi b i l  i t i e s  o f  B/G and AID personnel i n  p r o j e c t  impl ernentation, 
w i t h  the  r e s u l t  t h a t  e i t h e r  p a r t y  expects the o the r  t o  take a c t i o n  (and 
n e i t h e r  does) o r  t h a t  t he  Implementing Agency i s  given the  impression 
t h a t  A I D  in tends  t o  a c t  i n  a  manner i n c o n s i s t e n t  w i t h  i t s  own 
r e s p o n s i b i l i t y  as p r o j e c t  manager. Lack o f  c l a r i t y  i n  d e f i n i n g  the 
respons ib i l  i t y  o f  t he  p a r t i e s  and f a i l u r e  t o  accept the  impl i c a t i o n s  o f  
the d e f i n i t i o n s  agreed upon can l e a d  t o  delays i n  implementat ion and 
ser ious  compl icat ions i n  the o f t e q  i n t r i c a t e  and s e n s i t i v e  r e l a t i o n s h i p s  
between con t rac to rs ,  the B/G and AID personnel d u r i n g  p r o j e c t  
impl ernentation. These cons idera t ions  a r e  p a r t i c u l a r l y  impor tan t  when 
A I D  s t a f f  i s  a s s i s t i n g  the Imp1 ementation Agency i n  per forming tasks f o r  
which the B/G i s  responsible. Such s i t u a t i o n s  develop f requent ly ,  and 
i t  requ i  res  a colnpl e te  understanding o f  the B/G ' s  responsi b i l  i t i e s  as 
we1 1  as t a c t  on t h e  p a r t  of AID personnel t o  he1 p  sol  ve a  given problem 
w i thou t  impl i c i t l y  t e l l i n g  B/G personnel t o  "s tep aside, l e t  AID take 
over." 
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.i 
c. F inanc ia l  Yanagement. 

t 
I (1 ) I n  t he  area o f  f i n a n c i a l  management, A I D  and the B/G have 
1 

I some c l  ear-cu t responsi b i  1  i t i e s  der ived from t h e i r  respec ti ve r o l  es as 
1 f i n a n c i n g  agency and Borrower/Grantee. Thus, i t i s  always a  B/G 
1 r e s p o n s i b i l i t y  t o  e s t a b l i s h  and operate i t s  system o f  accounts, t o  
1 submit t o  A I D  requests f o r  rei~nbursement o r  t o  open Bank o r  D i r e c t  
?: L e t t e r s  o f  Commitment; t o  open L e t t e r s  o f  C r e d i t  under Bank L e t t e r s  of 

Commitment, t o  submit t o  A111 the documents requ i red  f o r  the  payment o f  

i e 

Effective Date 
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i nvo ices  f o r  serv ices rendered o r  commodi t i e s  suppl ied ,  t o  c e r t i f y  such 
i nvo i ces  and, t o  se rv i ce  loans made by A I D  t o  f inance the  p ro jec t .  I t  
i s  always A I D ' S  r e s p o n s i b i l i t y  t o  pay such amounts as are  p rope r l y  
documented and c e r t i f i e d  e i t h e r  t o  the B/G ( i n  the case o f  
reimbursements), t o  a  bank ( i n  case o f  Bank L e t t e r s  o f  Commitment), o r  
t o  the  con t rac to r  o r  su p l i e r  ( i n  case o f  d i r e c t  payments o r  D i r e c t  F L e t t e r s  o f  commitment).-/ A I D  must, o f  course, a1 so mainta in p r o j e c t  
f i n a n c i a l  records and suppor t ing  documentation. It does main ta in  such 
records, however, p r i l n a r i l y  f o r  i t s  own purposes, i .e., the  proper 
admin i s t ra t i on  of pub1 i c  funds, r a t h e r  than as p a r t  o f  p r o j e c t  
imp1 emen t a t i  on. 

( 2 )  Other elements o f  f i n a n c i a l  management ~ ~ s u a l l y  i n v o l v e  a  
more subs tant ive  c o l l  abora t ion  between the B/G and A ID .  F inanc ia l  
p l  anning, expenditure fo recas t i ng  and reconc i l  i ng accounts d u r i n g  
p r o j e c t  c loseout  a re  mat ters on which agreement must be reached between 
the p a r t i e s .  The process l ead ing  t o  s1.1ch agreement w i l l  d i f f e r  w i t n  the 
experience o f  the Imp1 ementing Agency and the  e x t e n t  t o  which i t  employs 
ou ts ide  consul tants.  E i t h e r  the B/G o r  A I D  may thus take the lead, b u t  
subs tant ive  con t r i bu t i ons  must be made by both pa r t i es .  

Page No. 
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(1 ) Cont rac t ing  f o r  profess ional  o r  cons t ruc t i on  serv ices  and 
purchasing con~modi t i e s  a r e  irnplementati on func t i ons  which must be 
exerc ised i n  p r a c t i c a l l y  a1 1  pro jec ts .  It i s  f requen t l y  the f i r s t  step 
i n  p r o j e c t  implementat ion and, there fore  requ i res  p a r t i c l t l a r  a t t e n t i o n  
du r ing  i n i t i a l  implementation p lanning and p r o j e c t  development when a  
dec i s ion  must be made a s  t o  which con t rac t i ng  "mode" i s  t o  be used. 
(See paragraph C3c(3) f o r  a  d iscussion o f  " con t rac t i ng  modes.") There 
are  two "modes": con t rac t i ng  by the B/G ("Country Cont rac t ing" )  o r  by 
AID ( "A id  D i r e c t  Cont rac t ing" ) .  A1 though the terni inology used may 
i n d i c a t e  t h a t  e i t h e r  the S/G o r  AID has exc lus i ve  respons ib i l  i t y  f o r  
cont rac t ing ,  both p a r t i e s ,  i n  f a c t ,  p a r t i c i p a t e  i n  the c o n t r a c t i n g  
process under both c o n t r a c t i n g  modes. I n  Country Contract ing, A I D  must 
rev iew and approve a l l  con t rac ts  over $100,000 and one o r  more 
p r e l i ~ n i n a r y  steps (see paragraph C3c(4)). A I D  may a1 so assume l e g a l  
1  i a b i l i  t i e s  under Country Cont rac t ing  i n  c e r t a i n  cases, e.g., 
disbursements under the D i r e c t  Payments method. AID i s  thus responsib le 
f o r  some con t rac t i ng  tasks regard1 ess o f  the mode employed. 

A I D  HANDBOOK 3 

9 See Sect ion C3a below f o r  a  d iscussion of Disbursement idethods. 



( 2 )  Under the A I D  D i r e c t  Cont rac t ing  mode, A I D  con t rac ts  i n  
i t s  own name and assumes l e g a l  and f i nanc ia l  r e s p o n s i b i l i t i e s  f l ow ing  
from the  con t rac t .  Thus AID does n o t  a c t  as an "agent" f o r  the B/G i n  
the l ega l  sense o f  the term. I f  A I D  i s  sometimes r e f e r r e d  t o  as  the 
" c o n t r a c t i n g  agent" when i t assumes responsi b i l  i ty f o r  cont rac t ing ,  t h a t  
term should n o t  be understood t o  i n d i c a t e  t h a t  the B/G1s r e s p o n s i b i l i t y  
f o r  p r o j e c t  imp1 ementati on has been automatical  l y  reduced. I t  merely 
means t h a t  A I D  has agreed t o  assume some r e s p o n s i b i l i t y  f o r  c o n t r a c t i n g  
and, possib ly ,  con t rac to r  superv is ion.  I n  A I D  D i r e c t  Contract ing,  the 
B/G must min'imally, agree w i t h  the scope o f  serv ices  o r  s p e c i f i c a t i o n s  
to be used i n  c o n t r a c t i n g  (see paragraph C3c(5))  and i s  o f t e n  i nvo l ved  
i n  the negot i  a t i  on/award process. 
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( 3 )  Both the B/G and A I D  may c o n t r a c t  themselves o r  make 
arrangements w i t h  o the rs  t o  c o n t r a c t  f o r  s p e c i f i c  serv ices  o r  
commodities. Con t rac t i ng  f o r  p ro fess iona l  serv ices  i s  normal ly hand1 ed 
d i r e c t l y  by e i t h e r  the B/G o r  A I D .  Commodities, on the o the r  hand, a re  
o f  ten procured through i nterrnediar ies , e.g., Procurement Agents. The 
supply o f  " i nc iden ta l  " o r  "commodity re1 ated"  serv ices,  such as 
t r a n s p o r t a t i o n  and e r e c t i o n  o r  opera tor  t r a i n i n g  serv ices,  are u s u a l l y  
p a r t  o f  cont rac ts  f o r  the supply o f  bas ic  commodities. The B/G may make 
arrangements f o r  procurement serv i  ces through commerci a1 Procurement 
Serv ice Agents D r  i n c l u d e  procurement serv ices  as an element o f  
p ro fess iona l  serv ices  con t rac ts  w i t h  co~nrnercial f i r m s  o r  educat ional  and 
o the r  n o n p r o f i t  i n s t i t u t i o n s .  The B/G may a1 so request  A I D  t o  make 
arrangements f o r  procurement w i t h  another U.S. Government agency o r  a  
commercial purchasing agent. Care must be taken, however, t h a t  a  formal 
cont rac tua l  r e l a t i o n s h i p  e x i s t s  between e i t h e r  AID o r  the B/G and 
commercial purchasing agents so t h a t  i t s  r e s p o n s i b i l i t i e s  a r e  c l e a r  and 
enforceable. A I D  may a l so  make arrangements f o r  the procurement o f  
commodities on i t s  own w i t h  o the r  USG agencies, e  .g., the General 
Services Admin i s t ra t i on  (GSA) o r  t he  Small Business Admin i s t ra t i on  (SBA). 
(See Choice o f  Procurement E n t i t y ,  Chapter 3, Appendix H.) 

e. Reporting. The B/G4s r e s p o n s i b i l i  t i e s  f o r  the  submission of 
repo r t s  requ i red  by A I D  are s e t  f o r t h  i n  P r o j e c t  Implementation 
Le t te rs .  I n  p repar ing  these repo r t s ,  Imp1 ementing Agencies use 
i n f o r m a t i  on supp l ied  by con t rac to rs  working under the  p r o j e c t  o r  may 
have the  r e p o r t s  themselves prepared by such cont rac tors ,  e.g., a  
procurement agent p repar ing  and s ~ ~ b m i t t i r l g  the "Shipping Report." 
E i t h e r  r e p o r t i n g  method i s  acceptable, p rov id ing  the r e p o r t s  con ta in  a l l  
the in fo rmat ion  needed by AID. I n  many cases, r e p o r t i n g  requirements 
are es tab l i shed  n o t  orl ly by AID b u t  a1 so by the B/G f o r  i t s  i n t e r n a l  use 
o r  by o the r  f i nanc ing  i n s t i t u t i o n s  i f  the  p r o j e c t  i s  co-financed. A l l  
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such r e p o r t i n g  requirements should be taken i n t o  account when the  format 
and frequency o f  r e p o r t s  a re  establ  i shed t o  minimize dupl i cat ion .  A I D ' S  
i n t e r n a l  r e p o r t i n g  i s  a f u n c t i o n  o f  p r o j e c t  mon i to r i ng  and i s  discussed 
i n  Chapter 11. 

5. R e s ~ o n s i b i l i  t i e s  o f  A I D  F i e l d  O f f i ces  

Page No. 
8-1 2 

a. General . Overal l  r e s p o n s i b i l i t y  f o r  the implementat ion o f  
p r o j e c t s  r m t h  the Regional Ass i s tan t  Admin is t ra to rs  (Regional .4As ) 
under Delegat ions o f  A u t h o r i t y  f rom the AID Admin is t ra to r .  (See Sect ion 
6.) Most of those r e s p o n s i b i l i t i e s  have been redelegated by the  
Regional AAs t o  the Miss ion  D i rec to rs ,  so t h a t  the vast  m a j o r i t y  o f  
implementation ac t i ons  a re  taken i n  the  f i e l d  w i t h o u t  the involvement of 
AID/W. Exceptions from t h i s  general p a t t e r  e x i s t  ( a )  i n  cases where 
Regional AAs o r  others have n o t  redelegated a u t h o r i t y  t o  take c e r t a i n  
ac t ions ,  u s u a l l y  because n o t  a1 1 o f  the necessary expe r t i se  i s  a v a i l  ab le  
t o  a bl ission D i r e c t o r  due t o  s t a f f  l i m i t a t i o n s ,  and ( b )  w i t h  respect  t o  
c e r t a i n  waiver  a u t h o r i t i e s  which are  l i m i t e d  t o  AID/W approval s  and 
cannot be redelegated. Handbook 1 , Supplement B, spec i f y  which 
o f f i c i a l  s  have approval o r  waiver  a u t h o r i t i e s  i n  procurement mat te rs  and 
impl ementation. Author i  t i e s  redelegated by Regional AA1s a re  s p e c i f i e d  
i n  the Delegat ions o f  A u t h o r i t y  issued t o  each Miss ion D i rec to r .  The 
manner i n  which the responsi b i l  i t i e s  f o r  p r o j e c t  imp1 ementation may be 
exerc ised by miss ions i s  described below. 
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b. Miss ion ~ a n a ~ e m e n t . 1  Regional and Centra l  O f f i c e  Delegat ions 
o f  A u t h o r i t y  t o  Miss ion Ui rec to rs ,  Con t ro l l e rs ,  Legal and Cont rac t  
O f f i c e r s  g i ve  miss ions the a u t h o r i t y  t o  take o r  t o  approve 
implementation ac t i ons  on beha l f  o f  A I D .  ( I n  some cases, such delegated 
a u t h o r i t i e s  can be redelegated t o  o t h e r  o f f i c e r s  w i t h i n  the Mission.) 
The ove ra l l  r e s p o n s i b i l i t y  f o r  admin is te r ing  p r o j e c t s  being implemented 
w i t h i n  the miss ion  i s  t h a t  o f  the Miss ion D i rec to r .  It i s  h is /her  
responsi b i l i  ty t o  assign s p e c i f i c  p r o j e c t  admin i s t ra t i on ,  impl ementation 
and/or superv is ion  d u t i e s  t o  d i f f e r e n t  o f f i c e s  and i n d i v i d u a l s  w i t h i n  
the miss ion  and t o  supervise them i n  the performance o f  these du t i es .  
Miss ion D i rec to rs  have considerable l a t i t u d e  i n  o rgan iz ing  t h e i r  
s t a f f s .  There i s  no prescr ibed p a t t e r n  o f  o rgan iza t ion  f o r  each miss ion  
because the s i z e  o f  missions, character  o f  p o r t f o l i o s  being adminis tered 
and composit ion o f  miss ion  s t a f f s  vary g rea t l y .  I n  a d d i t i o n  t o  h i s /he r  
superv isory r o l  e, the Miss ion  D i r e c t o r  ( o r  i n d i v i d u a l  s  a c t i n g  
temporar i l y  i n  t h a t  capaci t y  ) personal l y  takes those ac t i ons  re1 a ted  t o  

A I D  HANDBOOK 3 
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q ~ h e  terms "Mission Management" and "Mission D i r e c t o r "  a r e  intended t o  apply 
equa l ly  to the management o r  p r i n c i p a l  o f f i c e r  o f  o the r  f i e l d  missions. 



p r o j e c t  implementat ion which cannot be redelegated t o  others.  I n  most 
nlissions, p a r t i c u l a r l y  i n  the l a r g e r  ones, the  H iss ion  D i r e c t o r  appoints 
a P r o j e c t  O f f i c e r  and a P r o j e c t  Committee t o  adminis ter  each a c t i v e  
p r o j e c t ,  usua l l y  as e a r l y  as the  p r o j e c t  development stage. The P r o j e c t  
O f f i c e r  i s  responsib le f o r  seeing t h a t  a l l  necessary ac t i ons  are taken 
when requ i red  even though the  composit ion o f  the Corrmittee may change 
over t ime t o  r e f l e c t  expe r t i se  needed du r ing  p r o j e c t  development, 
implementat ion and operat ions. Assigning s i n g u l a r  r e s p o n s i b i l i t y  has 
proven t o  be a successful  device f o r  ensur ing t h a t  one person, the 
P r o j e c t  O f f i c e r ,  i s  f a m i l i a r  w i t h  the s ta tus  o f  t h a t  p r o j e c t ,  supervises 
o r  coord inates a1 1 ac t ions  which AID must take t o  support 
implementati on, receives a1 1 correspondence and documents re1 a t i  ng t o  a 
p r o j e c t  and prepares ( o r  sees t o  i t  t h a t  others prepare) A I D  
correspondence and doc~~ments requ i red  f o r  AID superv is ion  and 
admin i s t ra t i on  o f  the a c t i v i t y .  I n  snial l e r  missions, the es tab l  i shnent 
o f  P r o j e c t  Comnittees may n o t  be p r a c t i c a l .  I n  such cases, t h e  purpose 
served by P r o j e c t  Committees can be achieved by ensur ing t h a t  a1 1 
necessary exper t i se ,  whether w i  t h i n  o r  otherwise a v a i l  abl e t o  the 
miss ion i s  used, e i t h e r  by means o f  i n t e r n a l  c learance procedures o r  by 
t ime ly  consul t a t i o n  w i t h  others, e.g., Regional Legal Advisors o r  
Technical Spec ia l i s t s .  The Miss ion  D i r e c t o r  has d i s c r e t i o n  i n  
es tab l  i s h i  ng procedures which w i l l  bes t  meet the needs o f  a p a r t i c u l  a r  
p r o j e c t  and composit ion o f  a p ro fess iona l  s t a f f  and resources. 
Notwi thstanding, the  resources necessary t o  adequately discharge 
admin is t ra t i ve ,  inipl ementation and supervisory func t ions  must be made 
ava i l  ab le t o  each p ro jec t .  

AID HANDBOOK 3 

c. P r o j e c t  O f f i c e r .  A P r o j e c t  O f f i c e r  i s  designated by the 
Miss ion D i r e c t o r  f o r  each p r o j e c t  f o r  which the  miss ion  i s  responsible. 
The P r o j e c t  O f f i c e r  Chairs t h e  P r o j e c t  Committee and takes o r  
coord inates a l l  admin i s t ra t i ve  and implementat ion ac t ions  f o r  which AID 
i s  responsib le and moni to r ing  p r o j e c t  imp1 ementation and operat ions 
a c t i v i t i e s .  (The moni to r ing  r e s p o n s i b i l i t i e s  o f  the P r o j e c t  O f f i c e r  a re  
described i n  Chapter 11 .) The P r o j e c t  O f f i c e r  should have pro fess iona l  
experience i n  management, economics, f inance,  law, accounting, o r  o the r  
d i s c i p l  i nes  which may o r  may n o t  be d i r e c t l y  r e l a t e d  t o  the  nature of 
the p ro jec t .  A P r o j e c t  O f f i c e r  may have spec ia l i zed  experience i n  one 
o r  more of these d i s c i p l  ines re1 w a n t  t o  the type o f  p r o j e c t  which i s  t o  
be implemented, i.e., a  profess ional  o r  technical  s p e c i a l i s t  i n  such 
f i e l d s  as agrononiy, pub1 i c  heal th , educat ion o r  engineering. A1 though 
academic and pro fess iona l  background o f  a P r o j e c t  O f f i c e r  i s  important ,  
an a n a l y t i c a l  approach, t o  probl  em solv ing,  s e n s i t i v i t y  t o  p r o j e c t  
dynamics, the a b i l i t y  t o  l e a d  and coordinate and f a m i l i a r i t y  w i t h  AID 
requ i  rernents and procedures a re  o f  equal importance. The P r o j e c t  
O f f i ce r  ;nay act ,  prepare an act ion,  o r  ass ign (and then 
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coordinate/superv ise)  ac t i on  responsi b i  1  i ty t o  the member o f  the  P r o j e c t  
Committee bes t  q u a l i f i e d  t o  take o r  prepare a  s p e c i f i c  act ion.  The 
formal designat ion o f  P r o j e c t  O f f i c e r s  and P r o j e c t  C m i t t e e s  i s  
in tended t o  f i x  f i  r s t - 1  i ne r e s p o n s i b i l i t y  f o r  impl ementation act ions;  i t  
i s  n o t  intended t o  c rea te  a  separate o rgan iza t i on  w i t h i n  the  miss ion  
s t ruc tu re .  I n  l a r g e r  missions, therefore,  P r o j e c t  O f f i c e r s  and members 
o f  P r o j e c t  Committees work under and r e p o r t  t o  t h e i r  superv isors i n  
d ischarg ing  p r o j e c t  r e s p o n s i b i l i t i e s  r a t h e r  than r e p o r t i n g  d i r e c t l y  t o  
the Miss ion D i rec to r .  It i s  o f ten  necessary t o  designate an i n d i v i d u a l  
as P r o j e c t  O f f i c e r  o r  Committee Member f o r  more t l ian one p r o j e c t .  

d. P r o j e c t  C m i t t e e .  

A I D  HANDBOOK 3 
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(1 ) The P r o j e c t  Committee i s  used t o  ensure t h a t  appropr ia te  
organ iza t iona l  u n i t s  w i t h i n  the Miss ion are kep t  informed o f  the  p r o j e c t  
impl ementation progress; t h a t  they are consul t e d  when t h e i r  s p e c i f i c  
expe r t i se  i s  needed; and t h a t  admin i s t ra t i ve  o r  implementation ac t ions  
are taken by those bes t  q u a l i f i e d  t o  do so by v i r t u e  o f  t h e i r  
background, func t iona l  responsi b i  1  i ti es and experience. P r o j e c t  
Committees may i n c l  ude members from the m iss ion ' s  techn ica l  s t a f f ,  
Management O f f i ce ,  Program O f f  ice, C o n t r o l l e r ' s  O f f i ce ,  Engineer ing 
s t a f f ,  a  Cap i ta l  Development O f f i c e r ,  the Legal Advisor, a  Cont rac t  
O f f i c e r  and Cmmodi t y / L o g i s t i c s  Special i s t .  The composit ion o f  the  
Committee es tab l ished f o r  any given p r o j e c t  depends on the type o f  
expe r t i se  needed f o r  i t s  implementation, and on the s i z e  and composit ion 
o f  the  m iss ion ' s  s t a f f .  Any member of a  miss ion  may be assigned t o  
serve on more than one committee a t  a  given time. 

( 2 )  The f u n c t i o n  of the P r o j e c t  Committee du r ing  
implementat ion i s  t o  e f f e c t i v e l y  perform a l l  necessary admin i s t ra t i ve ,  
d i r e c t  support o r  superv isory func t ions  associated w i  ti7 A I D  ' s  p r o j e c t  
responsi b i  1  i ti es and t o  take appropr iate ac ti ons when problems o r  
unforeseen oppor tun i t i es  a r i se .  The Commi t t e e  i s  cha i red  by the P r o j e c t  
O f f i c e r ,  who i s  responsib le f o r  reaching decis ions o r  recommending 
ac t i ons  t o  h i  s/her superv isor  and/or the Miss ion  D i rec to r ,  depending 
upon the miss ion 's  o rgan iza t i on  and a u t h o r i t y  s t ruc ture .  Members of the 
P r o j e c t  Committee per form t h e i r  p r o j e c t  f unc t i ons  on a  s t a f f  basis ,  b u t  
otherwise operate w i t h i n  the es tab l ished miss ion  organ iza t ion  and r e p o r t  
t o  t h e i r  1  i n e  supervisors. A d i f f e rence  o f  op in ion  between members of 
the P r o j e c t  Committee which cannot be resol  ved w i t h i n  the C m i t t e e  a r e  
r e f e r r e d  t o  the respect ive  superv isors o f  those members and u l  t i m a t e l y  , 
i f  needed, t o  the Miss ion D i rec to r .  The P r o j e c t  Committee can normal ly  
perform i t s  f u n c t i o n  and operate e f f e c t i v e l y  w i thou t  formal meetings, 
p rov id ing  communications and coord ina t ion  a re  adequate. Comnittee 
members are nonetheless responsib le f o r  keeping themsel ves c u r r e n t  on 
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p r o j e c t  a c t i v i t i e s  and t o  i n d i v i d u a l l y  per form func t i ons  f o r  which they 
are responsib le i n  a  t ime ly  and profess ional  manner. F la in ta in ing  
Committee awareness and coo rd ina t i ng  c o n t r i b u t i o n s  t o  the  r e s o l u t i o n  o f  
implementation problems can normal ly  be e f f e c t e d  through informal 
c o n s u l t a t i o n  and/or i n  the  course o f  p repar ing  and c l e a r i n g  a c t i o n  
recommendations o r  implementat ion documentation. 

AID HANDBOOK 3 

e. Contro l  1  er .  A d e t a i l e d  d e s c r i p t i o n  o f  Cont ro l  1  e r  func t ions  
and r e s p o n s i b i l i t i e s  i s  contained i n  Chapter 8, Handbook 19. The 
Contro l  l e r  ' s  f unc t i ons  re1 a t i n g  t o  p r o j e c t  imp1 ementation fa1 1  i n t o  f o u r  
major  categor ies:  ass is tance i n  the  development of f i n a n c i a l  pl ans f o r  
a  p r o j e c t ,  ass is tance i n  the  rev iew o f  ac t ions  by the B/G which have 
f i n a n c i a l  aspects (e.g., cont rac ts  and f i n a n c i a l  r e p o r t s ) ,  ac t ions  
r e l a t i n g  t o  the disbursement o f  AID funds, and p r o j e c t  accounting. The 
Contro l  1  erL/ p a r t i c i p a t e s  i n  p r o j e c t  iinpl ementation e i t h e r  as a  member 
o f  tine P r o j e c t  Comnittee o r  i n  the exerc ise  o f  d u t i e s  assigned t o  
him/her as a  u n i t  o f  the ove ra l l  ~ i i i s s i o n  organizat ion.  More 
s p e c i f i c a l l y ,  the f o u r  areas o f  p a r t i c i p a t i o n  by the Contro l  1  e r  inc lude:  

(1 ) Review and approval o f  d e t a i l e d  f i n a n c i a l  plans and 
funding respons ib i l  i t i e s ,  i ncl  uding the manner i n  which funds w i l l  be 
made a v a i l a b l e  by the B/G and A I D  ( f i n a n c i a l  inst ruments and payment 
procedures). The Contro l  1  e r  shoul d  ensure t h a t  such p l  ans a r e  workable 
and compatibl e  w i th  AID procedures and requ i  rements , e.g., I D  's cash 
management procedures. I n  a r r i v i n g  a t  the necessary understandings, the 
Contro l  1  e r  may be ca l  l e d  upon t o  expl a i n  A I D  ' s  f i n a n c i n g  requ i  rements 
and payment methods t o  the B/G and t o  a s s i s t  i t  i n  the  prepara t ion  o f  
plans and procedures. C o n t r o l l e r  s t a f f  w i l l  a l so  a s s i s t  t he  P r o j e c t  
O f f i c e r  assessing f i n a n c i a l  plans and o the r  f i n a n c i a l  aspects as the 
p r o j e c t  proceeds. 

( 2 )  Many implementat ion ac t ions  taken by the  B/G have 
subs tant ia l  f i n a n c i a l  elements; foremost among such ac t ions  are 
con t rac ts  between the  B/G and con t rac to rs  o r  supp l ie rs .  Service 
cont rac ts ,  which a re  the r e s u l t  o f  negot ia t ions  r a t h e r  than o f  p u b l i c  
b idding,  and some o ther  con t rac ts  r e q u i r e  an ana lys is  o f  t h e i r  c o s t  
elements and a  rev iew o f  payment p rov is ions  be fore  AID can approve 
them. The c o s t  ana lys is  can be performed by a  P r o j e c t  O f f i c e r  
experienced i n  such work, a  Cont rac t  O f f i c e r  ( i f  a v a i l  ab le )  o r  the . 
C o n t r o l l e r ,  b u t  i n  many cases t h e  C o n t r o l l e r  w i l l  be the  only  member o f  
the miss ion  s t a f f  w i t h  the e x p e r t i s e  requ i red  f o r  the ana lys is .  The 
C o n t r o l l e r  should always p a r t i c i p a t e  i n  the  rev iew and approval o f  
f i n a n c i n g  instruments and payment p rov i s ions  c i t e d  i n  I n v i t a t i o n s  t o  B i d  
o r  c o n t r a c t  documents. 
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(3 )  The Contro l1 e r  normal ly takes a1 1 ac t i ons  t o  open 
f i n a n c i n g  instruments and d i r e c t  d i  sburse~nent o f  A I D  funds. He/she 
establ ishes,  o r  requests t h a t  A I D D  es tab l i sh ,  Bank o r  D i r e c t  L e t t e r s  o f  
Commitment (L/Commls), a f t e r  voucher approval by the P r o j e c t  O f f i c e r ,  
processes payment documentation f o r  reimbursements t o  the B/G o r  f o r  
payments by A I D  t o  con t rac to rs  and suppl i e r s  and makes d i r e c t  
disbursements when payment arrangements so requ i re .  Mat ters r e l a t i n g  t o  
disbursements usua l l y  do n o t  r e q u i r e  the  p a r t i c i p a t i o n  o f  me~iibers of the 
P r o j e c t  Committee o ther  than the P r o j e c t  O f f i c e r ,  Technical S p e c i a l i s t  
(e.g., Engineer) and C o n t r o l l e r ;  

( 4 )  E s t a b l i s h i n g  and main ta in ing  A I D ' S  p r o j e c t  account ing 
system i s  a j o i n t  P r o j e c t  Of f i cer -Cont ro l  1  e r  responsi b i l  i ty. Cent ra l  
r e p o r t i n g  o f  such data forms p a r t  o f  the C o n t r o l l e r ' s  o v e r a l l  
responsi b i l  i t i e s  f o r  keeping the Agency's f i n a n c i a l  records and books of 
account. Timely and accurate f i n a n c i a l  p r o j e c t i o n s  and disbursernent 
records are  important  sources o f  i n fo rma t ion  f o r  mon i to r ing  
impl ementati on progress. 
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(1 ) The Legal Advisor  i s  a c r i t i c a l  member o f  the P r o j e c t  
Committee and h is /her  p a r t i c i p a t i o n  i s  requ i red  i n  connection w i t h  
ac t i ons  r e l a t i n g  t o  the P r o j e c t  Agreement; Implementation L e t t e r s  which 
i n t e r p r e t  po r t i ons  o f  the Agreement, e.g., the "Basic Implementation 
L e t t e r "  (see paragraph C3b); some waivers; reviews o f  B i d  I n v i t a t i o n s ,  
b i d  awards, con t rac t  approvals and amendments, p a r t i c u l a r l y  when no 
Cont rac t  O f f i c e r  i s  avai 1 abl e. Legal advice i s  essen t i a l  i n  rev iew ing  
the commercial terms o f  I n v i t a t i o n s  f o r  B i d  (because they w i l l  become 
p a r t  o f  the con t rac ts  based on the b i d s )  and i n  approving c o n t r a c t  
awards (because contested awards n o t  thoroughly reviewed are o f t e n  the 
cause o f  lengthy  delays. Legal advisors must be consul ted and may have 
t o  c l e a r  on a l l  ac t ions  and quest ions bear ing  on the  r i g h t s  and 
r e s p o n s i b i l i t i e s  o f  the p a r t i e s  under the  P r o j e c t  Agreement and the 
i n t e r p r e t a t i  ons o f  general " B i l  a t e r a l  Agreements" between the B/G and 
the U.S. Government. The Legal Advisor  must a1 so be invo lved i n  
decision-making o r  any o t h e r  p r o j e c t  ac t ions  o r  s i t u a t i o n s  which have 
p o t e n t i a l  l e g a l  impl i c a t i o n s  f o r  A I D  and the U.S. Government. 
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( 2 )  Using the expe r t i se  o f  Regional Legal Advisors (RLA) who 
serve several miss ions requ i  res  the  exerc ise  o f  good judgment, f i r s t  i n  
dec id ing  whether l ega l  rev iew and clearance i s  necessary i n  connect ion 
w i th  any g iven a c t i o n  and, second, i f  such p a r t i c i p a t i o n  i s  found t o  be 
necessary, i n  f i n d i n g  the bes t  way t o  o b t a i n  it. I f  the RLA i s  n o t  a t  
pos t  and a v i s i t  cannot be arranged promptly, i t i s  o f t e n  poss ib le  t o  



o b t a i n  answers t o  s p e c i f i c  ques t ions  by cab le  o r  comments by 
correspondence. RLAs must, however, be k e p t  in formed by t he  P r o j e c t  
O f f i c e r  about  p r o j e c t  a c t i v i t i e s  and t he  development o f  s i t u a t i o n s  which 
may r e q u i r e  RLA invo lvement  f o r  subsequent p a r t i c i p a t i o n  by t he  RLA t o  
be t i m e l y .  
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g. Other  M iss ion  S t a f f .  'The P r o j e c t  O f f i c e r  shou ld  seek the  
adv ice  o f  M i ss i on  s t a f f  o t h e r  than the  C o n t r o l l e r  and Legal Adv isor  
wherever spec ia l  know1 edge and exper ience i s  needed and a v a i l  abl  e, 
whether a  P r o j e c t  C m n i t t e e  has been e s t a b l i s h e d  o r  no t .  iqanagement and 
Con t rac t  O f f i c e r s ,  Procurement /Logis t ics  S p e c i a l i s t s ,  Engineers, 
T e c ~ ~ l - c a r  ) I  ' ; l i s t s ,  C a p i t a l  Development O f f i c e r s ,  and Program O f f i c e  
s t a f f  a re  among the  ca te?o r i es  o f  personnel whose e x p e r t i s e  i n  t h e i r  
respec ti ve f i  e l  ds shoul d  be used i n  conrlec ti on w i t h  impl  ementat i  on 
a c t i o n s  t o  be i n i t i a t e d  by t he  P r o j e c t  O f f i c e r .  

6. R e s ~ o n s i b i l  i t i e s  o f  AID/W 
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a. General. The r e s p o n s i b i l i t i e s  o f  d i f f e r e n t  u n i t s  o f  AID/W i n  
p r o j e c t  i m m a t i o n  fa1  1 i n t o  t h ree  ca tegor ies :  t a k i n g  those ac t i ons  
which have n o t  been delegated t o  miss ions;  backstopping p r o j e c t  
a c t i v i t i e s  and t a k i n g  s p e c i f i c  a c t i o n s  requested by t he  miss ions,  and 
lnoni t o r i n g  general  f i e 1  d impl ementat ion and a d m i n i s t r a t i v e  progress.  
Pr imary r e s p o n s i b i l  i t y  f o r  c o o r d i n a t i n g  AID/W ac t i ons  r e s t s  wi th the 
Regional  3ureaus. Other elements o f  AID/W, no tab l y  t h e  Bureau f o r  
Management, D i r e c t o r a t e  o f  Program and Management Serv ices (M/SER) , the  
O f f i c e  o f  the   general Counsel (GC) and the  O f f i c e  o f  F i n a n c i a l  
Management (M/FM),  p a r t i c i p a t e  i n  t a k i n g  s p e c i f i c  suppor t  and 
impl ementat ion a c t i o n s  and superv ise t he  work done by members o f  the  
m iss ion  s t a f f s  who a re  ass igned f u n c t i o n a l  r e s p o n s i b i l i t i e s  i n  t h e i r  
r e s p e c t i v e  areas o f  j u r i s d i c t i o n .  (GC superv ises t h e  performance o f  
Legal Adv isors .  M/SER superv ises Con t rac t  O f f i c e r s  1  ocated i n  t h e  f i  e l  d  
and M/FN superv ises C o n t r o l l e r s  i n  t h e i r  p ro fess iona l  c a p a b i l i t i e s .  A1 1 
are s u b j e c t  t o  a d m i n i s t r a t i v e  supe rv i s i on  and assignment o f  
r e s p o n s i b i l i t i e s  by the  Miss ion  D i r e c t o r  w i t h i n  h i s / h e r  immediate 
o rgan i za t i on . )  

b .  Regional  3ureaus 

Effective Date 

S e ~ t .  30, 1982 

(1 ) A s s i s t a n t  Adm in i s t r a to r s  i n  charge o f  each Regional 
Bureau (Regional AA) have the  o v e r a l l  r e s p o n s i b i l  i t y  f o r  a1 1 .Agency 
a c t i v i t i e s  c a r r i e d  o u t  wi t i f l in  t he  geographic l i m i t s  o f  t h e i r  r e s p e c t i v e  
reg ions.  Tha t  responsi  b i l  i t y  covers supe rv i s i ng  general p o r t f o l i o  
a d m i n i s t r a t i o n ,  i n c l  i rd ing p r o j e c t  impl ementat ion, m o n i t o r i n g  and suppor t  
ac t i ons .  The Regional AAs may rede lega te  p r o j e c t  implementat ion 
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a u t h o r i t i e s  cover ing nea r l y  a l l  implementat ion ac t i ons  t o  Miss ion 
D i rec to rs .  Exceptions are  made f o r  those which, under Delegat ions o f  
Au tho r i t y  t o  Regional AAs, may n o t  be redelegated and a  l i m i t e d  number 
o f  s p e c i f i c  approval o r  waiver a u t h o r i t i e s  which a re  re ta ined  by the 
Admin is t ra to r  o r  o the r  AID/W o f f i c i a l  s, e  .g., Control  1  er .  
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( 2 )  The Regional ,4As have re ta ined  f o r  themselves "concurrent  
a u t h o r i t y "  t o  take implementat ion ac t ions  and have redelegated many o f  
such concurrent  a u t h o r i t i e s  t o  the D i rec to rs  o f  O f f i ces  w i t h i n  the  
Regional Bureaus. The AAs and those w i t h i n  t h e i r  Bureaus t o  whom they 
have redelegated such a u t h o r i t i e s  can thus a c t  on beha l f  o f  the mission, 
i n  cases where a c t i o n  i n  AID/W i s  more p r a c t i c a l  i n  a  given s i t u a t i o n ,  
w i thou t  having t o  ob ta in  s p e c i f i c  a u t h o r i t y  f o r  t a k l n g  such a c t i o n  from 
a  Miss ion D i rec tor ,  e.g., issuance o f  a  waiver. Redelegations t o  O f f i c e  
D i rec to rs  may a1 so i nc lude  a u t h o r i t y  t o  a c t  f o r  the AA i n  a  superv isory 
o r  mon i to r i ng  func t ion .  

( 3 )  Day-to-day consul t a t i o n  between missions and AID/W 
regarding implementat ion ac t ions  o r  support  i s  c a r r i e d  o u t  d i r e c t l y  
between P r o j e c t  O f f i c e r s  and t h e i r  superv isors i n  the f i e l d  and the  
O f f i c e s  i n  the Re i o n a l  Bureaus t o  whom implementat ion a u t h o r i t i e s  have d been redelegated. / D i r e c t  consul t a t i o n s  a re  a1 so e f fec ted  between 
f i e 1  d  missions and Cent ra l  Sureau o f f i c e s  r e t a i n i n g  a u t h o r i t y  f o r  
c e r t a i n  approval s  and waivers, e  .g., SER/CM, SER/COM. 

Effective Date 

Sept. 30, 1382 

( 4 )  The respons ib le  o f f i c e s  i n  t he  Regional Bureaus have 
appointed P r o j e c t  O f f i c e r s  who f u n c t i o n  i n  the same capac i ty  as P r o j e c t  
O f f i c e r s  i n  the  f i e l d  and r e p o r t  t o  t h e i r  respect ive  O f f i c e  D i rec tors .  
Such o f f i c e r s  a re  sometimes re fe r red  t o  as "backstop o f f i c e r s "  o r  
"P ro jec t  Support O f f i c e r s  ." AID/W P r o j e c t  Committees , estab l ished 
p r i m a r i l y  t o  support  and expedi te AID/W p r o j e c t  design, rev iew and 
au tho r i za t i on  a c t i v i t i e s ,  may be cont inued i n t o  the  imp1 ementation phase 
t o  take ac t ions  o r  a s s i s t  i n  the s o l u t i o n  o f  problems which r e q u i r e  
expe r t i se  a v a i l a b l e  i n  AID/W. 

c .  Di rec to ra te  f o r  Program and Management Services. The Deputy 
Ass i s tan t  t o  the Admin is t ra to r  f o r  IYanagement (DAA/M) must be consul t e d  
by the Regional 3ureaus i n  a  number o f  approval o r  waiver ac t ions ,  as 
s p e c i f i e d  i n  Handbook 1,  Supplement B  and Handbooks 11 and 13. The 
O f f i c e s  w i t h i n  DAA/M which may be c a l l e d  upon t o  a s s i s t  w i th  c o n t r a c t i n g  
and procurement mat ters a re  the O f f  i c e  o f  Cont rac t  Management (M/SER/CM) 
and the  O f f i c e  o f  Commodi ty Management (M/SER/COM) . 'The 1  a t t e r  o f f i c e s  
are a c t i o n  o f f i c e s  when " D i r e c t  A I D  Contract"  procedures are  used. (See 
paragraph C3c(5 1. ) 

Trans. b o .  No. 
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------------------ 
S /~hese  o f f i c e s  are: AFR/DR, ASIA/PD, LA/DR, NE/PD and NE/TECH . 
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d. O f f i c e  o f  the General Counsel (GC). Legal advice and 
approvals, most f requen t l y  g iven i n  connectTon w i t h  Agreement and 
c o n t r a c t  approvals and changes (when appropr iate t o  be made i n  A I D / W )  
and associated w i t h  r e s o l u t i o n  o f  p ro tes ts  aga ins t  proposed c o n t r a c t  
awards f o r  serv ices o r  commodities, i s  usua l l y  obta ined from the 
Regional Ass i s tan t  General Counsel s  and t h e i r  s t a f f s .  I n  more compl ex 
cases and where Agency-wide p o l i c y  i s  involved,  o t h e r  o f f i c e r s  w i t h  GC 
o r  the General Counsel niay p a r t i c i p a t e  i n  the  rev iew and prepara t ion  o f  
the decis ion.  

AID HANDBOOK 3 

e. O f f i c e  o f  F inanc ia l  Management (M/FM). M/FM r o u t i n e l y  takes 
a c t i o n  on a1 1 matters i n v o l  v i ng  the  prepara t ion  o f  f i nanc ing  inst ruments 
and disbursement o f  AID funds (e.g., establ ishment  o f  L e t t e r s  o f  
Commitment and disbursements ) , unless the disbursement arrangements 
prov ide  f o r  a c t i o n  by the Miss ion o r  Regional C o n t r o l l e r .  M/FM a l s o  
keeps the Agency-wide loan, p r o j e c t  and nonpro jec t  accounts, us iog  
e i t h e r  i t s  own records o r  repo r t s  submitted by Miss ion  C o n t r o l l e r s  as 
the bases f o r  account ing en t r i es .  

8:. Procedures and Documentation 
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1 . I n t r o d u c t i o n  

a. Since the  impl ementation o f  p r a c t i c a l  l y  a1 1  p r o j e c t s  requ-i res  
t h a t  ac t ions  be taken by the B/G and A I D ,  the l ega l  , regul  a to ry  and 
procedural requirements o f  both p a r t i e s  must be observed; otherwise, 
lengthy  delays are l i k e l y  t o  occur. This  means t h a t  each p a r t y  must 
understand the  requirements o f  the  o ther  and t h a t  they j o i n t l y  reso lve  
any conf 1  i c  t s  between respec ti ve requirements. B/G requirements 
r e l a t i n g  to budget, f inancing,  c o n t r a c t i n g  and o ther  niatters a re  
c r i t i c a l l y  impor tan t  t o  p r o j e c t  implementat ion and must be examined and 
monitored c lose l y .  De ta i l ed  a t t e n t i o n  should have been given t o  a l l  B/G 
and A I D  requirements dur ing  the  p r o j e c t  design and nego t i a t i ons  phases 
and accommodated i n  the i n i t i a l  impl ementation p l  an. However, because 
cond i t i ons  and people change pe r iod i ca l  ly ,  these requirements should be 
moni t o  red. The most impor tan t  procedural requ i  remen t s  t o  be reviewed 
pe r iod i ca l  l y  dur ing  imp le~nenta t i  on are summarized i n  paragraph 2 below. 

Effective Date 

Sept. 30, 1982 

b. I t  i s  equa l l y  important  t h a t  the B/G understand app l i cab le  A I D  
regu la to ry  and s t a t u t o r y  cons t ra in t s  which may n o t  be sub jec t  t o  waivers 
(e .g., some source /or ig in  cond i t ions  and cargo preference r u l e s  
governing ocean t r a n s p o r t a t i o n  o f  cmmodi ti es ) . These requirements, 
too, should be f u l l y  discussed w i t h  the B/G agencies a t  the  e a r l i e s t  
stages and s p e c i f i c a l l y  reviewed p e r i o d i c a l  l y  as implementation proceeds. 
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2. 3/G Procedures 

a. General . Procedura l  requ i  rements o f  B/Gs w i l l  vary f rom 
count ry  t o T Z Z F y  and may vary  f rom p r o j e c t  t o  p r o j e c t  s i nce  d i f f e r e n t  
B/G agencies may be invo lved .  I n  a d d i t i o n ,  requi rements w i t h i n  a s i n g l e  
p r o j e c t  may vary over  t ime  o r  be app l i ed  w i t h  v a r y i n g  degrees o f  
cons is tency.  The P r o j e c t  Committee t h e r e f o r e  must be a1 e r t  t o  changes. 
The procedura l  areas d iscussed i n  t he  f o l l o w i n g  subparagraphs do n o t  
apply  to a l l  p ro j ec t s .  They do, however, p resen t  a check1 i s t  o f  t o p i c s  
which should be rev iewed d u r i n g  implementat ion and compared w i t h  p lans 
and assumptions made e a r l i e r .  D iscrepancies o r  omissions should be 
addressed so as  t o  avo id  de lays o r  procedura l  mishaps. Fu r the r ,  t he  
1 i s t i n g  s l iou ld  n o t  be cons idered as necessa r i l y  compl e te ;  a d d i t i o n a l  
t o p i c s  may r e q u i r e  c o n s i d e r a t i o n  d u r i n g  d r a f t i n g  o r  r e v i s i o n  o f  the 
p r o j e c t  implementat ion p l a n  i f  the  na tu re  o f  t he  p r o j e c t  o r  the  B/G1s 
l e g a l  and a d m i n i s t r a t i v e  s t r u c t u r e  so i n d i c a t e .  

AID HAlJDBOOK 3 
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b. Con t rac t i ng  

(1 ) I f  c o n t r a c t i n g  i s  t o  be done by the  Borrower/Grantee o r  
the Agent, i .e. , under Country C o n t r a c t i n g  procedures, concl u s i  ons must 
be  reached on: 

Effective Date 

Sept. 30, 1982 

( a )  the  B/G agency to be respons ib l e  f o r  c o n t r a c t i n g  i n  
most cases t h i s  i s  the  Inlplement ing Agency b u t  sometimes another  agency, 
such as a government-wide procurement agency (comparable t o  GSA i n  t he  
U.S. Government) w i l l  be responsib le ;  

Trans. Memo. No. 
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(b )  any c o n f l i c t  between t h e  r u l e s  and procedures 
cus tomar i l y  app l i ed  by t he  C o n t r a c t i n g  Agency and AID's  r u l e s  and 
procedures. Exampl es o f  c o n f l i c t s  which have occasional  l y  a r i s e n  a r e  
( i )  t i l e  cons ide ra t i on  o f  p r i c e  i n  the s e l e c t i o n  o f  c o n t r a c t o r s  f o r  
p ro fess iona l  serv ices;  and ( i i )  f a c t o r s  t o  be cons idered i n  t h e  
e v a l u a t i o n  o f  b i d s  (e.g., cons ide ra t i on  o f  " o the r  r e l e v a n t  f ac to r s , "  i n  
a d d i t i o n  t o  p r i ce ,  which a r e  n o t  s t a t e d  i n  t h e  I n v i t a t i o n  f o r  B i d s ) .  
C o n f l i c t s  may a r i s e  on o t h e r  aspects o f  procurement and c o n t r a c t i n g  
procedures. A r e c o n c i l i a t i o n  o f  such c o n f l i c t s  should be attempted, i n  
t he  f i r s t  ins tance,  by persuading the C o n t r a c t i n g  Agency t o  adopt  
procedures c o n s i s t e n t  w i t h  AID's  " r u l e s "  (see Handbook 11 , Sect ion  2, 
Chapters 1-3, and paragraph C3c(4), below) f o r  a p p l i c a t i o n  t o  
AID-f inanced procurement. There a re  on ly  a smal l  number o f  such ru l es ,  
some o f  which a re  embodied, a t  l e a s t  i n  general  terms, i n  the  Standard 
P r o j e c t  Agreement (e.g., approval  o f  con t rac t s ,  s h i  pping, reasonable 
p r i c e ,  n o t i f i c a t i o n  of p o t e n t i a l  s u p p l i e r s  and procurement source) .  Use 
o f  procedures o t h e r  than those o u t l i n e d  i n  AID Handbooks, does n o t  mean 



a c o n f l i c t  w i th  AID requirements as l o n g  as they embody the s p i r i t  o f  
A I D  requirements. However, i f  there  i s  a c o n f l i c t  and A I D  and the B/G 
are unable t o  reach agreement on the  a p p l i c a t i o n  o f  a s p e c i f i c  A I D  r u l e ,  
a waiver, if possib le,  of the  r u l e  can be considered. However, i f  A I D  
does n o t  f e e l  t h a t  a waiver i s  j u s t i f i e d  and the  r u l e  susta ined as 
appropr iate,  AID may exclude the element from i t s  ass is tance package and 
requ i re  t h a t  the  B/G f inance the element w i t n  i t s  own resources. 
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Procedural c o n f l i c t s  n o t  a f f e c t i n g  the a p p l i c a t i o n  o f  AID r u l e s  can 
u s u a l l y  be resolved w i thou t  r e s o r t i n g  t o  waivers. It i s ,  however, 
appropr ia te  t o  exanine any such c o n f l i c t  o r  proposed departure from 
A I D ' S  nonnal procedures i n  s u f f i c i e n t  depth t o  concl llde t h a t  the  
departure would n o t  have undesi rable i m p l i c a t i o n s  f o r  implementat ion o f  
the  p r o j e c t  o r  c o n f l i c t  w i th  o the r  A I D  c o n t r a c t i n g  o r  procurement 
pol i c i e s .  

( 2 )  I f  A I D  undertakes t o  cont rac t ,  the c o n t r a c t i n g  procedures 
o f  the 3/G do n o t  come i n t o  p lay  because AID con t rac ts  under i t s  own 
procedures or, i f  another U.S. Government agency i s  requested t o  
c o n t r a c t  (usua l l y  f o r  commodities), the  procedures f o l  lowed by t h a t  
agency w i l l  be appl ied.  'The B/G may, however, have r e s t r i c t i o n s  o r  
es tab l  ished procedures i n  the areas of tax 1 i a b i  1 i t i e s ,  .Finance 
(discussed be1 ow), 1 o g i s t i c a l  support  o f  cont rac tors  (e .g., type o f  
accommodations and fu rn i sh ings  prov ided)  o r  commodity management (e.g., 
customs clearance o r  warehousing) which may a f f e c t  the  substance o f  
cont rac ts .  Such procedures must be ascer ta ined and agreed t o  and 
inc luded i n  the  I n v i t a t i o n  t o  B i d  on which c o n t r a c t i n g  by A I D  w i l l  be 
based. 
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c. F inanc i  a1 Arrangements. 

(1 ) Countr ies usua l l y  have es tab l  i shed  procedures which must 
he taken i n t o  account i n  p lanning and implementing the f i n a n c i a l  
arrangements f o r  the  execut ion o f  a p ro jec t .  Among such procedures a re  
those re1 a t i n g  to: 

Effective Date 

Sept. 30, 1982 

- - the  l o c a l  currency budget, i n  p a r t i c u l a r  the 
i d e n t i t y  of the agencies invo lved i n  budgeting f o r  the B/G's f i n a n c i a l  
con t r i bu t i ons  t o  the p ro jec t ,  when and t o  who~n budget requests have t o  
be submitted by the Implementing Agency, when and how budgeted furids 
w i l l  becane avai 1 able t o  the Ilnpl ementing Agency f o r  comnii tment; 
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-- Disbursements o f  B/G funds f o r  the  p ro jec t ,  i n  
p a r t i c u l a r  the  i d e n t i t y  o f  agencies o the r  than the  Imp1 ementing Agency 
i n v o l  v e ~ i  i n  the disbursement o f  funds and the  procedures used i n  malting 
disbursements ; 



- - Disbursement o f  A I D  funds, i n  p a r t i c u l a r  the 
nominat ion o f  approval appl i cants (B/G banking e n t i t y  ) procedures f o r  
e s t a b l i s h i n g  L e t t e r s  o f  C red i t ,  nominat ing U.S. Banks t o  whom Bank 
L e t t e r s  o f  Commitment a re  t o  be issued by A I D ,  e f f e c t i n g  working 
agreements (correspondent re1 a t i  onshi ps ) between the B/G' s approved 
app l i can t  and the  U.S. Bank, i n c l u d i n g  e l i g i b l e  banking charges, and 
o ther  r e l e v a n t  procedures, i ncl uding those d e f i n i n g  p a r t i c i p a t i o n  o f  the  
r e c i p i e n t  coun t r y ' s  Centra l  Bank or - f inance  ini is try- i n  such 
t r a n  sac ti ons ; 

A I D  HANDBOOK 3 
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- - Accounting f o r  p r o j e c t  expenditures which, under the 
Standard P r o j e c t  Agreements, i s  a respons ib i l  i t y  o f  the B/G; under t h i s  
heading come procedures f o r  the  establ  ishment and maintenance o f  
accounts, the general i z a t i o n  and maintenance o f  appropr iate t ransac t i on  
documentation t o  support the  accounts and f i n a n c i a l  repor t ing .  

( 2 )  A I D  does n o t  p rescr ibe  the  procedures t o  be used by the 
B/G i n  managing the f i n a n c i a l  r e s p o n s i b i l i t i e s  i t  assumes i n  connect ion 
w i t h  a p ro jec t ,  as l ong  as they meet requirements inc luded i n  the  
P r o j e c t  Agreement t h a t  books and records a re  mainta ined " i n  accordance 
with genera l l y  accepted accounting p r i n c i p l e s  and p rac t i ces  c o n s i s t e n t l y  
app l ied"  (Sect ion B5(b) o f  Standard P rov i s ion  Annex t o  Loan and Grant 
P r o j e c t  Agreements). I t  i s  important ,  however, t o  reach expl i c i  t 
agreement w i t h  the B/G as t o  which procedures w i l l  apply t o  the p r o j e c t  
and how t o  s a t i s f y  A I D  requirements so t h a t  they can be inc luded i n  
i n i t i a l  imp1 ementation p l  anning and e f f e c t e d  du r ing  p r o j e c t  
implementation. 

Effective Date 
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d. Reporting. I n  many cases, the  B/G has es tab l ished r e p o r t i n g  
systems f o r  i t s  ow,n i n t e r n a l  use. It i s  impor tan t  f o r  AID t o  a s c e r t a i n  
the  frequency, content  and format  o f  r e p o r t s  requ i red  t o  be prepared 
under such systems and compare them w i th  AID r e p o r t i n g  needs f o r  the 
p r o j e c t .  Maximum use should be made o f  e x i s t i n g  B/G repo r t s  and t h e i r  
t im ing  adjusted and/or amendments made the re to  t o  s a t i s f y  AID r e p o r t i  ng 
requirements. Unnecessary dupl i c a t i o n ,  and the resu l  t a n t  waste o f  B/G 
e f f o r t s ,  can thus be minimized. 
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3. AID Procedures and Documentation 

a. I ntroduc ti on 

(1 ) Procedures es tab l i shed  by AID, and the documentation 
requirements r e l a t e d  t o  them, a f f e c t  the implementat ion o f  b i l a t e r a l  
p r o j e c t s  i n  th ree  o f  the major  f unc t i ona l  areas discussed e a r l i e r ,  i .e., 
Contract ing,  F inanc ia l  f4anagernent and Tra in ing .  AID'S requirements and 
procedures i n  these areas are  s e t  f o r t h  i n  t h e  f o l l o w i n g  Handbooks: d 



- - Cont rac t inq  

AID HANDBOOK 3  

Handbook 13 (Procurement P o l i c i e s )  contains AID I s  
p o l i c i e s  governing the procurement o f  goods and serv ices f o r  a l l  A I D  
programs; the programs covered i n  each chapter a re  ind ica ted,  and i t  i s ,  
there fore ,  c l e a r  whether b i l a t e r a l  p ro jec ts  are sub jec t  t o  any given 
pol i c y  o r  not; 

Handbook 11 covers Country Cont rac t ing  under P r o j e c t  Assistance; i t  
app l ies  t o  b i l a t e r a l  p ro jec ts  whenever con t rac t i ng  i s  being undertaken 
by the S/G o r  i t s  commercial agents and r e f l e c t s  the  p o l i c i e s  contained 
i n  Handbook 10; 
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Iiandbook 12 covers the  use by AID o f  o ther  Federal Agencies and app l ies  
t o  b i l a t e r a l  p r o j e c t s  t o  the e x t e n t  o ther  Federal Agencies a re  p r o v i d i n g  
goods o r  serv ices t o  the p ro jec t ;  

Handbook 14 conta ins the  procurement regu la t i ons  appl ied by A I D  t o  i t s  
own c o n t r a c t i n g  ("AID D i r e c t  Contracts") ;  i t  i s  used by Cont rac t ing  
Off icers f o r  b i l a t e r a l  p ro jec ts  i n  which A I D  has assunied con t rac t i ng  
r e s p o n s i b i l i t i e s ;  

Effect ive Date 
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Handbook 15 conta ins regu la t i ons  app ly ing  t o  a l l  AID-financed 
commodi ti es and supplements procedural requirements i ncl uded 
i n  Handbook 11. 
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- - Finance 

Handbook 19 covers a l l  aspects o f  AID'S F inanc ia l  
Management; some p a r t s  o f  t h a t  Handbook are  d i r e c t l y  r e l e v a n t  t o  the 
impl ementation o f  b i l  a t e r a l  p ro jec ts .  

- - Tra in ing  

Handbook 10  conta ins regu la t ions  and procedures 
appl i c a b l  e  t o  A I D - f  inanced t r a i n i n g  o f  B/G personnel conducted outs ide  
the r e c i p i e n t  country ( " P a r t i c i p a n t  Tra in ing" ) .  

(2 )  There are no o ther  Handbooks s e t t i n g  f o r t h  procedures o r  
documentation requi  rements f o r  o the r  aspects o f  the impl ementation o f  
b i l  a te ra l  p ro jec ts .  There are, however, o ther  requirements out1 ined i n  
chapters o f  t h i s  Handbook 3. 



( 3 )  From the d iscussion i n  Sect ion B o f  t h i s  chapter, i t  i s  
c l e a r  t h a t  AID's r o l e  i n  P r o j e c t  Management i s  general ly  focused on 
a s s i s t i n g  the Implementing Agency i n  i t s  performance as P r o j e c t  Manager, 
i n  gu id ing  and approving c e r t a i n  ac t ions  i t  must take, and t o  promoting 
a f u l l  understanding on the r e s p o n s i b i l i t i e s  o f  each p a r t y  i n c l  uding the 
adherence o f  each t o  the o t h e r ' s  requirements, as appropr iate;  AID's 
c o n t r i b u t i o n  t o  P r o j e c t  Management i s  g r e a t l y  enhanced by e f f e c t i v e  
communication w i t h  the Impl ementing Agency. It i s ,  therefore,  discussed 
under t h a t  heading i n  subparagraph b, below. Subsequent subparagraphs 
deal w i  U'I procedures re1 a t i n g  t o  Cont rac t ing  (subparagraph c ) , F inanc ia l  
Management (subparagraph d ) ,  T ra in ing  (subparagraph e )  and Report ing 

3 
Tsubparagraph f ) . 

b. Communications w i t h  the B I G  

AID HANDBOOK 3 

(1 ) Form o f  Communications 
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Because many communications addressed t o  the B/G deal 
w i th  mat ters which are  c r i t i c a l  t o  prompt and e f f i c i e n t  implementat ion 
o f  the  p r o j e c t  and, there fore ,  should be brought  t o  the s p e c i f i c  
a t t e n t i o n  o f  those responsib le f o r  p r o j e c t  management. AID has adopted 
a format  f o r  such communications which i s  both formal and standardized. 
That format  i s  the  P r o j e c t  Impl ementation L e t t e r  (PIL) .  Respons ib i l i t y  
f o r  p repara t ion  o f  PILs, t h e i r  uses and d i s t r i b u t i o n  i s  expla ined below; 
add i t i ona l  guidance regard ing  the prepara t ion  o f  PILs i s  prov ided i n  
Appendix 8A t o  t h i s  chapter. I n  cases where the use o f  a PIL i s  n o t  
ind ica ted ,  l e s s  formal o r  in formal  communications a re  used, i n c l u d i n g  
1 e t t e r s ,  meriloranda, t e l  ephone conversat ions and, most impor tan t l y ,  
meetings w i th  one o r  more persons having responsi b i l  i t i e s  i n  p repar ing  
o r  t ak ing  ac t ions  on beha l f  o f  the B/G. Such persons may be on the 
s t a f f  o f  the  Impl ementing Agency o r  of another B/G agency hav ing  
c o l l a t e r a l  r e s p o n s i b i l i t i e s  i n  the  implementat ion o f  the p ro jec t .  

E f f e c t i v e  Date 

Sept. 30, 1982 

(2 ) Addressing o f  Communications 

PILs must always be addressed t o  the  person o r  agency 
designated by the B/G i n  the  sec t ion  o f  the P r o j e c t  Agreement e n t i t l e d  
"Communications" (Sec t ion  9.2 o f  the P r o j e c t  Loan Agreement and Sect ion 
8.2 o f  the P r o j e c t  Grant Agreement). This i s  necessary to ensure t h a t  
the advice o r  n o t i c e  contained i n  the PIL w i l l  be "deemed du ly  given" as 
prov ided i n  the c i t e d  clauses o f  the P r o j e c t  Agreement; i t  w i l l  a l s o  
serve t o  e s t a b l i s h  a cen t ra l  p o i n t  i n  the o rgan iza t i on  o f  the B/G from 
which ac t ions  t o  be taken by the B/G can be c o n t r o l l e d  and monitored. 
I n  some cases, two o r  more agencies are  nominated by the B/G as 
r e c i p i e n t s  o f  communications o r  should be k e p t  in fonned about ac t ions  



taken o r  t o  be taken (e.g., the Implementing Agency and the Finance 
M i n i s t r y  o r  Planning M i n i s t r y ) ;  i n  such cases, the PIL must be addressed 
accordingly.  Less formal communications may be addressed t o  the person 
o r  agency d i r e c t l y  responsib le f o r  ac t i on  o r  t o  whose i n q u i r y  the 
communication responds. 

AID HANDBOOK 3 

j 
( 3 )  Responsibil i t y  f o r  Preparat ion 

b A1 1 communications on imp1 ementation matters are  normally 
prepared i n  the  ~ i i i s s i o n  which has r e s p o n s i b i l i t y  f o r  t he  p ro jec t .  Any 
communication t o  the B/G issued by an o f f i c e  i n  AID/W should normally be 
t ransmi t ted  t o  the B/G through the mission; i n  any event, a copy o f  the 
communication should be sent t o  the mission. PILs are  always prepared 
by the mission. M i  t h i n  the mission, communications a r e  prepared e i t h e r  
by the  P r o j e c t  O f f i c e r  o r  another member o f  the miss ion  s t a f f  bes t  
qua1 i f i e d  t o  deal w i t h  the rnatters t o  be conimunicated. Clearance o f  
P I L ' s  by a Legal Advisor  should be obtained whenever matters having 
l e g a l  imp l i ca t i ons  are  t o  be communicated t o  the B/G. Such matters 
i n c l  ude, bu t  are n o t  l i m i t e d  to,  the acceptance o f  documentation 
submitted by the B/G t o  meet Condit ions Precedent t o  Disbursements, 

C, approval o f  cont rac ts  ( p a r t i c u l a r l y  i f  the c o n t r a c t  award has been o r  i s  
1 i k e l y  t o  be contested), mod i f i ca t i ons  o f  the P r o j e c t  Agreement and 
Chapter 1 3 )  and the i n t e r p r e t a t i o n  o f  the P r o j e c t  Agreement, as i n  the  
"Basic PIL"  (see below). It recognized t h a t  clearance o f  P IL ' s  by a 
Legal Advisor  may present  d i f f i c u l t i e s  i f  the Advisor s e r v i c i n g  the 
miss ion i s  s ta t ioned a t  another post. I n  such cases, i t  i s ,  however, 
usua l l y  poss ib le  t o  obta in  h is /her  clearance o r  canments on a proposed 
ac t i on  by cable exchange or,  i f  t ime penni ts ,  by mai l  o r  pouch. 
Judgment w i l l  have t o  be exerc ised i n  dec id ing  whether and i n  what 
manner l e g a l  advice i s  necessary i n  a s p e c i f i c  case and under given 
circumstances. Which persons o r  o f f i c e s  should c l e a r  canmunications, 
and who s igns  them, depends on the i n t e r n a l  procedl~res es tab l ished by 
the bl ission D i rec tor .  

t ( 4 )  U s e o f P I L  
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(a )  Simultaneously w i th  the Agreement t o  be negot iated 
o r  as soon as possib le a f t e r  s ignature o f  the P r o j e c t  Agreement, the 
ln iss ion issues P r o j e c t  Imp1 ementation L e t t e r  No. 1 , commonly r e f e r r e d  t o  
as the "Basic Implementation L e t t e r "  o r  "Basic PIL." Subsequent PILs 
are s e r i a l  l y  numbered t o  permi t  con t ro l  and i d e n t i f i c a t i o n .  The Basic 
PIL gives the B/G inore d e t a i l e d  guidance on rnatters covered i n  the 
P r o j e c t  Agreement. It expl a ins s p e c i f i c a l l y  what documents are t o  be 
submitted t o  s a t i s f y  the Condit ions Precedent s e t  f o r t h  i n  the P r o j e c t  
Agreement, i n c l u d i n g  the format o f  the Legal Opinion t o  be submitted; i t  

Effective Date 

Sept. 30, 1982 
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s p e l l s  o u t  con t rac t i ng  and purchasing procedures and source /or ig in  
ru les ;  i t  provides s p e c i f i c  in fo rmat ion  on disbursement procedures; and 
i t  spec i f i es  what r e p o r t s  A I D  requi res,  d e f i n i n g  t h e i r  frequency, format 
and content, e tc .  A1 1 these mat ters are discussed i n  d e t a i l  i n  Appendix 
8A. 

( b )  Because the B/G w i l l  be requ i red  t o  a c t  promptly on 
some o f  the  matters discussed i n  the PZL, p a r t i c u l a r l y  on meeting 
Condi t ions Precedent and con t rac t i ng  f o r  serv ices  ( i f  they are requ i red  
a t  the s t a r t  o f  the p r o j e c t ) ,  i t  i s  recommended t h a t  those sub jec ts  be 
discussed w i th  the B/G i n  d e t a i l  even before  the P r o j e c t  Agreement i s  
signed. It i s  des i rab le  t h a t  the Basic PIL be prepared i n  d r a f t  s h o r t l y  
a f t e r  the  P r o j e c t  Paper i s  completed; t h i s  would a l l ow  d e t a i l e d  
d iscussions w i t h  the B/G du r ing  the i n t e r v a l  between completion o f  the  
P r o j e c t  Paper and s ignature  o f  the Agreement. The Basic PIL should be 
negot ia ted  s i m ~ ~ l  taneously w i  th the P r o j e c t  Agreement a1 though i t  w i l l  
probably be negot ia ted  w i t h  a  lower, working l e v e l  w i t h i n  the  B/G 
agency, e .g., w i t h  the B/G p r o j e c t  management group. 
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( c )  Subsequent PILs are  used t o  document approvals by 
AID o f  act ions o r  intended act ions by the B/G, notably  i n  connect ion 
w i t h  con t rac t i ng  and w i t h  record ing  such changes i n  the  P r o j e c t  
Agreement as can be made w i thou t  f o rma l l y  amending it; these a re  changes 
i n  a l l  c lauses o f  annexes which conta in  the words "except as AID may 
agree otherwise." Clauses n o t  conta in ing  those worlds can on l y  be 
changed by a formal amendment o f  the  Agreement. (See a lso  Chapter 13, 
" P r o j e c t  Mod i f i ca t ions .  " )  
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(d )  I n  some missions i t  has been the p r a c t i c e  t o  have 
the B/G counters ign a1 1 PILs o r  a t  1 eas t  some conta in ing  guidance t o  the 
B/G. Requesting counters ignature i s  a good device f o r  making sure  t h a t  
those B/G o f f i c i a l  s  whose s ignatures a re  requ i red  on o f f i c i a l  
communications t o  A I D  have become f a m i l i a r  w i t h  the contents of the 
PIL. The p r a c t i c e  i s ,  therefore, recommended f o r  a l l  P IL ' s  which r e l a t e  
t o  ac t ions  t h e  B/G must take i n  the  f u t u r e  o r  which r e q u i r e  the  B/G1s 
agreement. As an a1 te rna t i ve ,  separate acknowledgements o f  the  r e c e i p t  
o f  the PIL can be used. 'The management o f  each miss ion should rev iew 
t h i s  quest ion and es tab l  i s h  the  procedure bes t  s u i t e d  t o  the l o c a l  
circumstances . 

A I D  HANDBOOK 3 

( e )  PILs f r e q ~ ~ e n t l y  deal w i th  sub jec t  mat te r  which 
r e q u i r e  the profess ional  expe r t i se  o f  members o f  the miss ion  s t a f f  o ther  
than the  P r o j e c t  O f f i c e r .  The "Basic PIL" i s  always i n  t h i s  category. 
Miss ion management should, therefore, es tab l  i s h  procedures f o r  c l e a r i n g  
PILs by the Con t ro l l e r ,  Legal Advisor, Technical Spec ia l i s t ,  Procurement 
Special i s t  o r  Contract  O f f i ce r ,  e tc .  



( 5 )  D i s t r i b u t i o n  o f  PILs 

A I D  HANDBOOK 3 

The s tandard iza t ion  o f  formal communications which the 
PILs represent  has an advantage n o t  p rev ious ly  mentioned. Some, b u t  by 
no means a l l  , PILs c o n s t i t u t e  a  record o f  ac t i ons  taken o r  t o  be taken 
by the miss ion  and B/G agencies d i r e c t l y  i nvo l ved  i n  the imp1 ementation 
o f  p ro jec ts .  They are a1 so used i n  AID/\ as a  basis  f o r  ac t ion ,  
p r i m a r i l y  i n  the f i n a n c i a l  area and f o r  record purposes. The standard 
format  penn i ts  easy i d e n t i f i c a t i o n  and proper r o u t i n g  and hand l ing  
~ i t i 7 i n  AID/W. For  example, a  PIL i n  which the B/G i s  in formed t h a t  A I D  
has accepted documents submitted t o  meet Condi t ions Precedent i s  needed 
by FM before  i t  can issues such f i n a n c i a l  documents as L e t t e r s  of 
Canmitment o r  es tab l  i s h  Disbursement Author iza t ions .  (Cable advice t h a t  
a  P IL  has been issued i s  sometimes s u f f i c i e n t  f o r  t a k i n g  act ion,  b u t  
copies of the PIL must be submitted subsequently f o r  record purposes.) 
PILs should, therefore,  be d i s t r i b u t e d  as fo l l ows :  

- - 
! 

t o  the addressee ( s  ) ; 
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- - t o  any o ther  B/G agency t h a t  may be involved;  

- - t o  persons o r  o f f i c e s  w i t h i n  the m iss ion  designated 
by the Miss ion D i rec to r ;  

Effect ive  Date 
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-- t o  AID/W i n  accordance w i t h  procedures es tab l  i shed 
by the Regional Bureaus f o r  miss ions i n  t h e i r  
respect ive  geographic areas. (Bureau p rac t i ces  
vary, b u t  a l l  prov ide f o r  copies t o  be sen t  t o  FM. ) 
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( 6 )  I d e n t i f i c a t i o n  o f  PILs 

PILs are  prepared on miss ion  l e t t e r h e a d  s ta t i one ry ;  the 
number and t i t l e  o f  the p r o j e c t  t o  which they r e f e r  a re  shown; f o r  
loan- f inanced p ro jec ts ,  the l o a n  number i s  u s u a l l y  c i t e d  r a t h e r  than the  
p r o j e c t  number. The PILs f o r  each p r o j e c t  a re  s e r i a l l y  numbered by the 
P r o j e c t  O f f i c e r .  

c. Cont rac t ing  and Procurement 

(11 I n t r o d u c t i o n  

Most p r o j e c t s  i n v o l v e  c o n t r a c t i n g  f o r  serv ices  and the 
procurement o f  commodities. Pro fess i  onal serv ices  are o f t e n  the major 
element o f  b i l  a t e r a l  p ro jec ts  and i n  many p r o j e c t s  profess ional  serv ices  
must be obta ined t o  enable the B/G t o  s t a r t  the implementat ion process. 



Contract ing f o r  professional  serv ices i s ,  therefore,  an imp1 ementation 
task which requ i res  thorough pl anning du r ing  p r o j e c t  development and 
c lose  a t t e n t i o n  i n  the  i n i t i a l  phase o f  p r o j e c t  implementation. The 
procurement o f  most commodi ti es (wi th the possi b l  e  except i  on o f  veh ic l  es 
o r  equipment needed by the con t rac to r  supply ing i r r i  t i a l  professional  
serv ices)  usual l y  f o l  lows the con t rac t i ng  f o r  key professional services, 
b u t  o f ten  represents a  substant ia l  workload both f o r  the B/G and A I D  
over an extended period. Cont rac t ing  and procurement are  c r i t i c a l l y  
impor tant  func t ions  i n  most p ro jec ts .  P r o j e c t  o f f i c e r s  m~dst have a t  
l e a s t  a  working knowledge o f  the a1 t e r n a t i v e  methods by which serv ices 
and commodities needed f o r  a  p r o j e c t  can be acquired and o f  the r u l e s  
and procedures which apply t o  each o f  those methods, even though 
speci a1 i s t s  may be avai 1  able t o  do much o f  the work requi  red. 

This sec t i on  contains a  d iscussion o f  the most important  A I D  p o l i c i e s ,  
r u l e s  and procedures governing contract ' ing and procurement; t h a t  
d iscussion i s ,  however, n o t  exhaust ive and the re fo re  contains numerous 
references t o  other  Handbooks which deal w i t h  a  g i  ven sub jec t  i n  greater  
d e t a i l  . I n the t e x t  which f o l  lows, the term "cont rac t ing"  i s  used, 
unless the  contex t  i nd i ca tes  otherwise, t o  cover both con t rac t i ng  f o r  
serv ices  and procurement o f  commodities, even though the document used 
f o r  the procurement o f  goods may be c a l l e d  a  "Purchase Order" r a t h e r  
than a  "Contract." 
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( 2 )  Methods o f  Cont rac t ing  

Trans. Memo. No. 

3:43 

Page No. 

8-28 

"Mode o f  Contract ing"  i s  the term used t o  d i s t i n g u i s h  
between Country Cont rac t ing  and A I D  D i r e c t  Contract ing.  (See Appendix 
3H .) There are, however, o ther  d i s t i n c t i o n s  between methods o f  
cont rac t ing ,  subs id ia ry  t o  t h a t  basic d i s t i n c t i o n ,  p r i m a r i l y  appl i cab le  
t o  the procurement o f  commodities. A B/G, having assumed responsi b i l  i t y  
f o r  Contract ing,  may designate the Imp1 ementing Agency o r  another agency 
o f  i t s  government as Cont rac t ing  Agency, o r  i t  may con t rac t  f o r  
procurement services w i  th a procurement agent. 'The Procurement Agent 
may be a  f i r m  supply ing on ly  procurement serv ices (a  "Purchasing Agent" 

3 
i n  commercial usage) o r  may be the f i r m  o r  i n s t i t u t i o n  re ta ined  
p r i m a r i l y  t o  provide professional  services; i n  the l a t t e r  case, we speak 
o f  "procurement by the Contractor." S im i la r l y ,  when the  USG i s  
responsib le f o r  procurement, A I D  may use i t s  own s t a f f ,  usua l l y  i n  the 
f i e 1  d, o r  another U. S. Government agency. Another d i s t i n c t i o n  between 
methods o f  con t rac t i ng  i s  based on d i f f e r e n t  ways of a r r i v i n g  a t  a  
cont rac t ,  i.e., o f  s e l e c t i n g  the con t rac to r  and agreeing on a  cont rac t .  
A  c o n t r a c t  can be the resul  t o f  formal b idding,  competi t i v e  nego t ia t i on  
o r  so le  source negot iat ion.  

Effective Date 
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( 3 )  Cont rac t ing  Mode 

A I D  HANDBOOK 3 

( a )  A I D ' S  p o l i c y  on the s e l e c t i o n  o f  a  s u i t a b l e  
c o n t r a c t i n g  mode i s  s e t  f o r t h  i n  Handbook 1, Supplement B, and Appendix 
3H t o  t h i s  Handbook. These references prov ide guidance re1 a t i n g  t o  the 
rev iew o f  procurement and c o n t r a c t i n g  requirements represented by a  
p a r t i c u l a r  p r o j e c t  and an assessment o f  B/G c a p a b i l i t i e s  t o  undertake 
such a c t i v i t i e s .  Whi le A I D  p r e f e r s  t h a t  the B/G and/or i t s  agents do 
t h e i r  own procurement and c o n t r a c t i n g  f o r  p r o j e c t  goods and serv ices,  
A I D  recognizes t n a t  p r o j e c t  circumstances and/or the capac i t y  o f  the B/G 
may be such t h a t  i t  would be advantageous f o r  AID o r  another U.S. 
Government agency t o  perform such func t ions  f o r  the  B/G. 

'vlhatever the r e s u l t s  o f  the USAID's ana lys i s  and the dec is ion  by the 
D i r e c t o r  t o  have procurement undertaken by the B/G, i t s  agent and/or 
A I D ,  such ana lys i s  and the  dec is ion  s h a l l  be documented i n  the o f f i c i a l  
p r o j e c t  f i l e s .  
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This assessment and determinat ion by the Miss ion D i r e c t o r  may be p a r t  of 
the P I D  o r  PD documentation or ,  i f  made subsequent t o  the  prepara t ion  o f  
the  PP, should be recorded i n  a  separate memorandum, signed and re ta ined  
w i t h i n  the  c o n t r a c t i n g  s e c t i o n  o f  the o f f i c i a l  p r o j e c t  f i l e s .  Where 
c o n t r a c t i n g  i s  t o  be undertaken by an AID/W o f f i c e ,  e.g., Y/SER/CM, 
p r i o r  consul t a t i o n  thereon should be e f f e c t e d  by the USAID, f o l  lowed by 
appropr ia te  implementat ion documentation, e.g., i f  a  d i r e c t  c o n t r a c t  f o r  
services, a  PIO/T. The use o f  s o c i a l l y  o r  econanical l y  disadvantaged 
f i rms  under Sect ion 8 (a )  o f  the Small Business Act, the  use o f  GSA o r  
o ther  USG e n t f  ti es shoul d  1  ikewise be preceded by appropr ia te  
consul ta ti on and be e f f e c t e d  through such procedures and documen t a t i o n  
as a r e  requ i red  by Handbooks l B ,  14 and 15. 

( 5 )  The operat ional  l y  impor tan t  d i f f e r e n c e  between the  
two con t rac t i ng  modes i s  t h a t  A I D  i s  a  s ignatory  t o  the  c o n t r a c t  under 
D i r e c t  AID Con t rac t i ng  and assumes a l l  the  l e g a l  and f i nanc ia l  
r e s p o n s i b i l i t i e s  f l o w i n g  from t h a t  f a c t .  Under Country Contract ing,  the 
B/G's Cont rac t ing  Agency s igns the  c o n t r a c t  and assumes the  
r e s p o n s i b i l i t i e s  under the cont rac t .  AID i s  n o t  a  p a r t y  t o  the 1  a t t e r  
cont rac t ,  b u t  may approve the  c o n t r a c t  o r  have c e r t a i n  r i g h t s  under it, 
e.g., d i v e r s i o n  r i g h t s  t o  approve modi f i ca t ions ,  changes i n  c o n t r a c t  
budget o r  o f  the  c o n t r a c t o r ' s  key personnel. ( I n  t h i s  context ,  see 
Handbook 11, Chapter 1, and the  corresponding paragraphs i n  Chapters 2  
and 3  o f  t h a t  liandbook. These paragraphs descr ibe a  c lause which must 
be inc luded i n  a l l  AID-financed con t rac ts  t o  ensure t h a t  AID i s  n o t  
l i a b l e  under Country Contracts by v i r t u e  of be ing  given c e r t a i n  r i g h t s  
under the  cont rac t .  ) 
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(4 )  Country Cont rac t ing  

( a )  The r u l e s  re1 a t i n g  t o  Country Cont rac t ing  a re  s e t  
f o r t h  i n  Sect ion 2  o f  e a c h  the f i r s t  t h ree  chapters o f  Handbook 11 ; 
they a re  summarized i n  t h i s  paragraph. There a re  r e l a t i v e l y  few r u l e s ,  
as fo l lows:  

Page No. 
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-- Approval o f  the  c o n t r a c t  by AID: A I D  must 
approve a1 1  cont rac ts  valued a t  more than $100,000, i n c l u d i n g  any l o c a l  
currency por t ion .  I n  t he  procurement o f  cons t ruc t i on  serv ices (Handbook 
11, Chapter 2, and o f  equipment and ma te r ia l s  (Handbook 11, Chapter 3 ) ,  
the  I n v i t a t i o n  f o r  Bids ( IFB) f o r  cont rac ts  est imated t o  exceed $1 00,000 
must a1 so be approved; 
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- - Cont rac t ing  method: Contracts f o r  p ro fess iona l  
serv ices  must be negot ia ted  ( r a t h e r  than b i d ) ;  a1 1  o ther  con t rac ts  must 
be based on formal compet i t i ve  b ids,  except as provided i n  Chapters 2  
and 3  of Handbook 11 ; 

AID HANDBOOK 3 

- - Competit ion: Contractors f o r  a1 1  types o f  
cont rac ts  must be compet i t i ve ly  selected, except  as provided i n  Handbook 
11 ; 

- - N a t i o n a l i t y  and Source (Note 9: See Handbook 
11, Chapter 1, paragraphs 2.6; Chapter 2, paragraph 2.5; and Chapter 3, 
pararaphs 2.6 and 2.7. ); con t rac tors  f o r  a1 1  types o f  con t rac ts  must 
meet the  c r i t e r i a  es tab l ished i n  Handbook 11 fo r  the e l i g i b i l i t y  o f  
con t rac to rs  and be from a  country  made e l i g i b l e  by the P r o j e c t  
Agreement; commodities supp l ied  under any type of con t rac t  must, i n  
add i t i on ,  meet the c r i t e r i a  es tab l ished i n  Handbook 11 f o r  the  
e l i g i b i l i t y  o f  commodities and have t h e i r  source and o r i g i n  i n  a  country  
made e l i g i b l e  by the P r o j e c t  Agreement; 

- - Special e l i g i b i l i t y  c r i t e r i a  f o r  cont rac tors :  
There are a  few r e s t r i c t i o n s ,  s e t  f o r t h  i n  Handbook 11 , on the 
e l  i g i b i l  i t y  o f  cont rac tors ,  o ther  than t h e i r  n a t i o n a l i t y ;  

- - Some addi t i o n a l  r u l e s  concerning 1  anguage and 
s p e c i f i c a t i o n s  , p r o h i b i t i o n  against  sonle types o f  contracts,  
reasonableness of p r i c e  and clauses t h a t  must be i nc luded i n  con t rac ts  
are a1 so spel l e d  o u t  i n  Handbook 11 . 



(b )  Rules can be waived if, and t o  the extent ,  i nd i ca ted  
i n  Handbook 11 and by the o f f i c i a l  there  spec i f ied .  Rules f o r  which no 
waiver a u t h o r i t y  i s  s p e c i f i e d  cannot be waived. 

A I D  HANDBOOK 3 

( c )  Wi tn in  the framework o f  the r u l e s  discussed above, 
there  i s  considerable 1 a t i t u d e  f o r  es tab l i sh ing  con t rac t i ng  procedures 
best  su i ted  t o  the experience and c a p a b i l i t y  o f  the Cont rac t ing  Agency 
and the number and type o f  con t rac ts  t o  be awarded f o r  the 
impl ementation o f  a p a r t i c u l a r  p ro jec t .  The matters t o  be considered i n  
es tab l i sh ing  the procedures f o r  a p r o j e c t  a re  discussed i n  Sect ion 3 o f  
each o f  the f i r s t  th ree chapters o f  Handbook 11 ; they inc lude:  

- - the type o f  cont rac ts  t o  be used, i.e., 
cost-reimbursement, t ime-rate o r  1 ump-sum; 
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- - the approval s  , i n  addi ti on t o  those requ i red  by 
the ru les ,  t o  be obtained from A I D ,  e.3.? o f  the scope-of-work f o r  
serv ice  contracts,  the 1 i s t  o f  p requa l i  f l e d  contractors,  the eva lua t ion  
o f  proposals and b ids,  etc.; 

- - the method of payment t o  be se lec ted f o r  any 
g iven contract ;  
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be advert ised; 
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- - whether cont rac tors  are t o  be prequal i f i  ed; 

- - when and where prospect ive procurements are t o  

-- how proposals f o r  professional  serv ices are t o  
be evaluated; 

-- preparat ion o f  a d r a f t  cont rac t .  

(d )  A1 1 o f  these matters should be discussed w i t h  the 
Cont rac t ing  Agency i n  d e t a i l  as e a r l y  as possib le i n  the  p r o j e c t  cyc le  
because a dec is ion  t o  adopt a combination o f  a l t e r n a t i v e s  can have a 
subs tan t ia l  e f f e c t  on the  impl ementation schedule. I f ,  e.g., 
cont rac tors  are  t o  be p requa l i f i ed ,  s u f f i c i e n t  t ime f o r  t h a t  step must 
be i n c l  uded i n  the  schedule (normally two t o  th ree months; nevertheless, 
prequal i f  i c a t i  on o f  cont rac tors  i s  a widely used procedure because i f  
tends t o  save considerable t ime i n  subsequent steps o f  the con t rac t i ng  
process ) . The agreement w i t h  the Cont rac t ing  Agency on d e t a i l e d  
procedures t o  be f 01 1 owed i s  normal l y  documented i n  an Irnpl ementation 
L e t t e r ,  p re ferab ly  i n  the Basic PIL. 



(e )  I f  the B/G designates a  con t rac to r  as i t s  
procurement agent, the r u l  es and regu la t i ons  discussed above must be 
fo l lowed by t h a t  agent, whether i t  i s  a  con t rac to r  f o r  profess ional  
serv ices  o r  a  con t rac to r  performing on l y  procurement services. (See 
Handbook 11, Chapter 3 )  The con t rac ts  between the  B/G and the  
con t rac to r  f o r  procurement serv ices are  s u b j e c t  t o  the same r u l e s  as 
those f o r  o ther  types o f  serv ices.  

( f )  Documentation. As mentioned i n  subparagraph 3c, 
above, the agreement on the  c o n t r a c t i n g  procedure t o  be used f o r  the  
implementation o f  a  p r o j e c t  i s  recorded i n  a  PIL. I n d i v i d u a l  ac t ions  by 
AID r e l a t i n g  to the c o n t r a c t i n g  process must a l so  be recorded. The 
approval o f  cont rac ts  should be documented i n  a  Cont rac t  Approval 
Memorandum prepared by an o f f i c e r  who has c a r r i e d  out, o r  s u b s t a n t i a l l y  
p a r t i c i p a t e d  in ,  the rev iew o f  the contract .  The Memorandum should be 
s igned by the IYission D i r e c t o r  o r  a  person t o  whom he/she has delegated 
c o n t r a c t  approval a u t h o r i t y .  Contracts reviewed i n  AID/W are  approved 
by the  responsib le O f f i c e  D i r e c t o r  o r  h i s /he r  designee i n  accordance 
w i  t h  a u t h o r i t i e s  delegated by the Regional A s s i s t a n t  Adminis t rator .  The 
Memorandum should demonstrate ( i )  t h a t  c o n t r a c t i n g  was conducted i n  
accordance w i t h  the r u l e s  i n  Handbook 11 and, i f  any o f  these were 
waived, r e c a p i t u l a t e  the  reasons f o r  waving them o r  r e f e r  t o  an at tached 
copy o f  the waiver  a c t i o n  memorandum; ( i  i ) the  reasonabl eness o f  the  
c o n t r a c t  p r i ce ;  ( i i i )  descr ibe what issues, i f  any, arose d u r i n g  award 
and nego t i a t i on  ( i n  the  case o f  negot ia ted  con t rac ts )  and how they were 
resolved; and ( i v )  descr ibe how pro tes ts ,  i f  any, lodged du r ing  the  
c o n t r a c t i n g  process have been resolved. The Memorandu~ii should be 
prepared i n  s u f f i c i e n t  d e t a i l  t o  be useful  as a record of the 
c o n t r a c t i n g  process and o f  the dec is ion  by the B/G t o  sign, and by AID 
t o  approve, the cont rac t .  A l l  s t a f f  members who p a r t i c i p a t e d  i n  the  
rev iew o f  the con t rac t  shoul d  c l e a r  the Memorandum. The Regional 
Bureaus may r e q u i r e  submission o f  one o r  more copies o f  the  Approval 
Memorandum t o  AID/W f o r  in fo rmat ion  and reco rd  purposes; the s igned 
o r i g i n a l  should be f i l e d  i n  the  m iss ion ' s  p r o j e c t  f i l e  o r  a  subs id ia ry  
c o n t r a c t  f i l e  i f  the  ma te r ia l  r e l a t i n g  t o  a  con t rac t  i s  too voluminous 
t o  be inc luded i n  the  main p r o j e c t  f i l e .  
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The approval o f  in te rmed ia te  steps, such as agreement on the eva lua t i on  
o f  proposals submitted by p o t e n t i a l  con t rac to rs  f o r  profess ional  
serv ices  o r  approval o f  a  con t rac t  award proposed by the Cont rac t ing  
Agency, may be recorded i n  an in fo rmal  caiimunication t o  the Cont rac t ing  
Agency b u t  the approvals o f  a l l  con t rac ts  exceeding $100,000, should be 
recorded i n  a  PIL  o r  co~nparable communication t o  ensure t h a t  a l l  p a r t i e s  
concerned w i t h i n  the  m iss ion  and i n  AID/W a r e  r o u t i n e l y  f u rn i shed  copies 
needed f o r  subsequent a c t i o n  by AID, e.g., opening o f  L e t t e r s  o f  Commit- 
ment, o r  f o r  in fo rmat ion  purposes. 
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( 5 )  D i r e c t  AID Con t rac t s  

AID HANDBOOK 3  

( a )  I f  AID en te rs  i n t o  con t rac t s  f o r  se rv i ces  o r  
commodities, the  r u l e s  and procedures i n  Handbook 14 (Procurement 
Reg?tl a t i  ons) apply;  c o n t r a c t - l e v e l  g ran t s  between AID and another  p a r t y  
a r e  subject '  t o  the p r o v i s i o n s  o f  Handbook 13, and agreements w i t h  o t h e r  
U.S. Federal  Agencies a r e  s u b j e c t  t o  t he  p r o v i s i o n s  of Handbook 12. 
Only persons f o r m a l l y  des ignated as AID C o n t r a c t i n g  O f f i c e r s  o r  g iven  
s p e c i f i c  a u t h o r i t y  f o r  c o n t r a c t i n g  a re  au tho r i zed  t o  n e g o t i a t e  o r  
o therw ise  award c o n t r a c t s  and t o  s i g n  them o r  o t h e r  documents used t o  
o b t a i n  se rv i ces  o r  commodities. C o n t r a c t  o f f i c e r s  may be s t a t i o n e d  i n  
Washington o r  i n  t h e  f i e l d ;  those s t a t i o n e d  i n  t h e  f i e l d  operate under 
spec ia l  De lega t ions  o f  A u t h o r i t y  i ssued  by t he  D i r e c t o r  o f  M/SER/CM 
which s p e c i f y  the  maximum amount which they a re  au tho r i zed  t o  o b l i g a t e  
under  any one con t rac t .  Such De lega t ions  may a1 so be made t o  M iss ion  
D i r e c t o r s .  I n f o r m a t i o n  on AID c o n t r a c t i n g  which i s  u s e f u l  t o  p r o j e c t  
o f f i c e r s  i s  presented i n  Chapter I 1  o f  the " P r o j e c t  O f f i c e r s '  Guidebook 
f o r  t he  Management o f  D i r e c t  AID Cont rac ts  and Grants"  ("Guidebook" ). A  
few p o i n t s  a re  h igh1 i g h t e d  i n  t he  f o l  l o w i n g  paragraphs. 

( b )  Most d i r e c t  c o n t r a c t i n g  by AID i s  f o r  p ro fess iona l  
se rv i ces  b u t  e x c e p t i o n a l l y  AID may a l s o  c o n t r a c t  f o r  commodities. I n  
e i t h e r  case, the  Con t rac t i ng  O f f i c e r  must be g iven  p rec i se  i n f o r m a t i o n  
on the scope o f  the serv ices ,  o r  the s p e c i f i c a t i o n s  of the  commodities, 
f o r  which he/she i s  t o  c o n t r a c t .  That  i n f o r m a t i o n  must be p rov ided  by 
t he  m iss ion  o r  AIT)/W o f f i c e  i n v o l v e d  and should be agreed t o  by t he  
Iinpl ementing Agency. D e t a i l e d  guidance on the  p r e p a r a t i o n  o f  Scopes o f  
Woric f o r  se r i f i ces  i s  con ta ined  i n  Appendix C t o  the "Guidebook" r e f e r r e d  
t o  above. 
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( c )  I n  p l ann ing  f o r  c o n t r a c t i n g  by AID, i t  i s  i m p o r t a n t  
t o  keep i n  mind t h a t  the  c o n t r a c t i n g  process r e q u i r e s  an average of 90 
t o  150 days f rom r e c e i p t  o f  the  P I 0  (see ( d ) ,  below) t o  award o f  a  
c o n t r a c t .  Fo r  p r a c t i c a l  purposes, i t  i s  adv i sab le  t o  use n o t  l e s s  than 
150 days as t h e  p e r i o d  r e q u i r e d  between issuance of a  P I 0  by the  m iss ion  
and c o n t r a c t  award by AID/W t o  a l l o w  f o r  t ransmiss ion  t ime and answering 
ques t ions  t h a t  may a r i se .  Tha t  p e r i o d  does, however, n o t  a l l o w  f o r  the  
p rocess ing  o f  waivers,  e .g., f o r  p r o p r i e t a r y  procurement. 

( d )  Special  a t t e n t i o n  s l iou ld  be g iven  t o  arrangements 
t h a t  a r e  made f o r  l o g i s t i c a l  suppo r t  o f  con t rac to r s .  Such arrangements 
f o r  o f f i c e  space, housing, veh i c l es ,  d r i v e r s ,  c l e r i c a l  o r  p ro fess iona l  
ass is tance  and o t h e r  a d m i n i s t r a t i  ve and 1  o g i s t i c a l  suppo r t  a re  o f t e n  
made by the borrovrer/grantee (3/G). However, t h e r e  a r e  occasions when 

Effective Date 

A p r i l  16, 1988 
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A I D  must make prov is ions  f o r  such 1 o g i s t i c a l  support. These p rov i s ions  
must be r e f l e c t e d  i n  any con t rac t  t o  which they are re levan t  ( p r i m a r i l y  
techn ica l  assistance contracts,  i .e., PIO/T1s). Below are i n s t r u c t i o n s  
f o r  clearance o f  a l l  PIO/T1s a n t i c i p a t i n g  the use o f  A I D  l o g i s t i c a l  
support  i n  AID/W and overseas: 
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(1 ) I n  AID/W, M/SER/OP must c l  ear  w i th  the D i r e c t o r  
o f  M/SER/MO a l l  PIO/T1s which a n t i c i p a t e  the use o f  AID/W f a c i l i t i e s  
and/or personnel p r i o r  t o  author izat ion.  

( 2 )  PIO/T1s i n i t i a t e d  overseas which a n t i c i p a t e  the 
use o f  mission f a c i l i t i e s ,  personnel o r  o the r  l o g i s t i c a l  support w i l l  be 
c leared w i th  the Mission Executive O f f i ce r .  

Effective Date 

Sept. 30, 1982 

( 3 )  Geographic Bureau and Miss ion clearance, i s  
requ i red  on a1 1 PIO/Tt s i n i t i a t e d  i n  AID/W f o r  implementation overseas. 

(e )  Documentation. Two documents are  used t o  request 
con t rac t i ng  act ions,  the P r o j e c t  Implementation Order-Technical Services 
(PIO/T) f o r  professional  services and the P r o j e c t  Implementation 
Order-Commodi ti es (PIO/C) f o r  commodities . The same documents are  
normally countersigned by and used t o  record agreement by the B/G t o  the 
con t rac t i ng  arrangements, i ncl uding the Scope o f  Work o r  
Spec i f i ca t ions .  I n s t r u c t i o n s  f o r  prepar ing a PIO/T are contained i n  
Attachment A t o  Appendix C o f  the 'IG~idebook.~' Guidance f o r  p repar ing  
PIO/Cs i s  contained i n  Handbook 15, Appendix D7. PIOs are  prepared 
e i t h e r  by the P r o j e c t  O f f i c e r  o r  a member o f  the P r o j e c t  Committee and 
c leared by other  persons o r  o f f i c e s  w i t h i n  a miss ion i n  accordance w i t h  
mission procedures. I f  issued i n  AID/W, they a re  prepared and c leared 
i n  accordance w i th  procedures es tab l ished by the geographic Bureau and 
signed by an o f f i c e r  w i t h  a u t h o r i t y  t o  do so has been delegated. 
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d. F i  nanci a1 Management 

A I D  HANDBOOK 3 

(1 ) General. ATD1s procedures r e l a t i n g  t o  the f i n a n c i a l  
management o f  p m  fa1 1 i n t o  two categor ies o f  which one, accounting 
and f i n a n c i a l  repor t ing ,  i s  t he  responsi b i l  i ty o f  the Mission Contro l  l e r  
and the O f f i c e  o f  F inanc ia l  Management i n  AID/W. Other regions o r  
o f f i c e s  i n  the  f i e l d  and i n  AID/W are i nvo lved  i n  a s s i s t i n g  t h i s  
funct ion,  i .e., by pe r iod i ca l  l y  provid ing,  on request, such in format ion  
as they may be i n  a p o s i t i o n  t o  c o n t r i b u t e  and repor t s  generated through 
implementation and moni to r ing  tasks assigned t o  them. The o ther  
category o f  f i n a n c i a l  procedures re1 ates t o  the disbursement o f  funds 
made ava i l  able by A I D  f o r  a p ro jec t ;  those procedures d i r e c t l y  a f f e c t  
p r o j e c t  imp1 ementation and are, therefore,  o f  g rea t  importance t o  a l l  
personnel having responsi b i l  i t i e s  f o r  p r o j e c t  implementation. 



( 2  ) Disbursement Methods 

AID HANDBOOK 3 

The var ious methods o f  d i sbu rs ing  A I D  funds are descr ibed 
i n  Appendices I and J t o  Chapter 3. 

(3  ) Payment Documentation 
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L( (a )  General. Invoices,  b i l l s ,  statements o r  any o the r  
documents which are au thor rzed f o r  payment, i n c l u d i n g  progress and f i n a l  
payments w i l l  be p a i d  i n  accordance w i t h  c o n t r a c t  terms. Checks w i l l  be 
scheduled f o r  issuance, m a i l i n g  and payee r e c e i p t  as  c lose  as 
a d m i n i s t r a t i v e l y  poss ib le  t o  the due date  i n  t he  invo ice ,  c o n t r a c t  o r  
o t h e r  agreement. Wire t rans fe rs  w i l l  be made where possib le.  Payments 
w i l l  n o t  be made on invo ices  p r i o r  t o  r e c e i p t  o f  goods and serv ices 
except as prov ided f o r  i n  t he  c o n t r a c t  approved by A I D  (e.g., 
n l o b i l i z a t i o n  o r  progress payments). AID w i l l  take advantage of cash 
d iscounts on d i r e c t  cont rac ts  whenever possib le.  

(b) Under AID D i r e c t  Cont rac t  and Grants, cont rac tors  
and grantees submit b i  1 1  ings on U.S.G. Standard t o m  (SF) 1034, "Pub l ic  
Voucher f o r  Purchases and Services o the r  than Personal ," accompanied by 
requ i red  suppor t ing  documentation. Support ing documentation var ies  b u t  
as i n  each case s p e c i f i e d  i n  the  c o n t r a c t  o r  grant .  The c o n t r a c t  o r  
g ran t  s p e c i f i e s  1  i n e  i tem budget ca tegor ies  and/or t he  p a r t i c u l a r  b i l l  i n g  
format  which the grantee o r  c o n t r a c t o r  has agreed t o  f o l l o w  when 
submi t t i ng  b i l l i n g s .  A c e r t i f i c a t i o n  by a  responsib le o f f i c i a l  o f  the 
c o n t r a c t o r  o r  grantee (named i n  the  c o n t r a c t  o r  g ran t )  supports t he  
documentation. (See Handbook 19, Chapter 3  f o r  d e t a i l s . )  

Ef fec t ive  Date 
Jan. 13, 1988 

( c )  Country Contracts must spec i fy  the  documen t a t i o n  
requ i red  t o  be submit ted t o r  payment. General ly,  cont rac ts  r e q u i r e  an 
SF-1034, the c o n t r a c t o r ' s  i n v o i c e  i n  a s p e c i f i e d  number o f  copies, the 
"Cont rac tor 's  C e r t i f i c a t e  and Agreement" (Form AID 1440-3) o r  
"Suppl i e r s  ' C e r t i f i c a t e  f o r  P r o j e c t  Commodities" (Form A I D  1450-4 ) and, 
where appl icable,  evidence o f  shipment. F u r t h e r  d e t a i l  s  on 
documentation f o r  pqyrnents and re1 a ted  c e r t i f i c a t i o n s  can be found i n  
Chapters 1, 2 and 3  o f  Handbook 11 and i n  Chapter 3  of Handbook 19. 
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( d )  Admi n i s  t r a t i  ve Approval o f  Vouchers. The P r o j e c t  
O f f i c e r  i s  deemed t o  be the A I D  o f f i c i a l  who i s  most f a m i l i a r  w i t h  
p r o j e c t s  assigned t o  himjher.  He/she i s ,  therefore,  requ i red  t o  
"admin i s t ra t i ve l y  approve" c e r t a i n  vouchers t o  g ive  the "Author ized 
C e r t i f y i n g  O f f i ce r , "  a  member o f  the C o n t r o l l e r ' s  s t a f f ,  a  basis  f o r  
h i s /he r  c e r t i f i c a t i o n  o f  a  voucher f o r  payment. The type o f  vouchers 



exempted from the requirement o f  a d m i n i s t r a t i v e  approval a re  descr ibed 
i n  d e t a i l  i n  a C i r c u l a r  Telegram (Sta te  286425 o f  November 2, 1979) 
wkich w i l l  be incorporated i n t o  Handbook 19. Fo r  easy reference,  i t  i s  
i nc luded  as Appendix B to t h i s  chapter. 
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e. Repor t ing 

(1 ) B/G Repor t ing  

Effective Date 

Sept. 30, 1982 

( a )  AID normal ly  requ i res  r e p o r t s  from the  B/G's 
Implementing Agency on progress made i n  the implementat ion o f  a p r o j e c t  
and may r e q u i r e  several  types o f  r e p o r t s  d e a l i n g  w i th  d i f f e r e n t  aspects 
o f  implementat ion o r  f o r  d i f f e r e n t  t ime per iods.  F o r  a l l  p r o j e c t s  
i n v o l v i n g  the ocean shipment of AID-f inanced commodities, a " Q u a r t e r l y  
Shipping Report" i s  requ i red  by the Transpor ta t ion  Support D i v i s i o n  o f  
M/SER/COM, which moni tors compliance w i t h  the  "sn ipping"  c lause i n  the 
Standard Prov is ions  Annex t o  the P r o j e c t  Agreement. Progress Reports 
are u s u a l l y  requ i red  on a q u a r t e r l y  basis .  Monthly r e p o r t s  may be 
h i g h l y  des i rab le  f o r  p a r t i c u l a r l y  complex pro jec ts .  P ro jec t s  
imp1 emented by p r i v a t e l y  owned o r  mixed comtirercial e n t i  t i e s  o r  by 
government-owned e n t i  t i e s  operated on a p r o f  i t-making bas is  usual l y  
r e q u i r e  separate r e p o r t s  r e f l e c t i n g  the f i n a n c i a l  s i t u a t i o n  o f  the  
e n t i t y ;  such repo r t s  a re  always requ i red  when the P r o j e c t  Agreement o r  a 
subs id ia ry  agreement con ta ins  f i n a n c i a l  covenants, such as t h e  
maintenance o f  a debt /equ i ty  o r  c u r r e n t  r a t i o  o r  o f  a minimum working 
c a p i t a l  1 eve1 . The r e p o r t i n g  frequency and the r e p o r t i n g  fo rmat  f o r  
progress r e p o r t s  and the  format  f o r  any a d d i t i o n a l  r e p o r t s  must be 
adapted t o  the nature o f  the  p r o j e c t  and i t s  c o n s t i t u e n t  elements. 
These should be thoroughly discussed w i  th the Implementing Agency and 
then fo rma l l y  es tab l i shed  i n  a PIL, normal ly  the Basic PIL. The B/G's 
implementing agency should use the T r a i n i n g  Cost  Ana lys is  system i n  
r e p o r t i n g  the p a r t i c i p a n t  t r a i n i n g  co~nponent o f  any p ro jec t .  

( b )  The repor ts  requ i red  should be k e p t  t o  the minimum 
necessary f o r  mon i to r i ng  purposes. To the  maximum ex ten t  poss ib le,  
r epo r t s  which the Implementing Agency i s  r e q u i r e d  t o  prepare f o r  i t s  
i n t e r n a l  use o r  f o r  o the r  B/G agencies should be used. Reports prepared 
by cont rac to rs  f o r  the Implementing Agency may be used i f  the l a t t e r  
accepts them as accurate and complete i n f o r m a t i o n  on the  p o i n t s  t o  be 
covered and submits them t o  AID f o r  the  purpose o f  meet ing i t s  own 
r e p o r t i n g  requirements. See Chapter 11 , Moni tor ing,  f o r  a d d i t i o n a l  
de ta i  1 s. 
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( c )  I n  es tab l  i s h i  ng r e p o r t i n g  requirements,  the need f o r  
t h e  p e r i o d i c  c o l l e c t i o n  o f  da ta  on the  i n s t i t u t i o n a l ,  economic and 
s o c i a l  e f f e c t s  o f  a  p r o j e c t  must be considered. Such data a re  g e n e r a l l y  
r e q u i r e d  f o r  ~ n o n i  t o r i n g  and e v a l u a t i o n  o f  p r o j e c t s  f o r  which "base1 i n e "  
da te  have been c o l  1  ec ted  because such data would have 1  i ttl e  va lue  
w i  t h o u t  f o l  lowup. 

AID HANDBOOK 3  

( 2 )  I n t e r n a l  AID Report ing. There a r e  no s tandard 
requi rements f o r  i n t e r n a l  r e p o r t i n g  w i t h i n  AID, excep t  f o r  c e r t a i n  
f i n a n c i a l  r e p o r t s  which the  h i s s i o n  c o n t r o l  l e r - s u b m i  t s  t o  M/FM i n  
Washington and r e p o r t s  s p e c i f i e d  i n  Handbook 10  f o r  submission t o  the  
O f f i c e  o f  I n t e r n a t i o n a l  T ra in i ng .  The geographic Bureaus and M i s s i o n  
D i r e c t o r s  have, however, e s t a b l  i shed  r e p o r t i n g  systems designed t o  he1 p  
them meet t h e i r  responsi  b i l  i t i e s  i n  supe rv i s i ng  p r o j e c t  imp1 ementat i  on. 
Such r e p o r t i n g  and suggested formats a r e  d iscussed i n  Chapter 11. 
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f. T r a i n i n g  

(1 ) General. T r a i n i n g  may be ar ranged by t he  B/G i n  i t s  
coun t ry ,  by t h e B / G t h r o u g h  a  c o n t r a c t  under which t h e  c o n t r a c t o r  
assumes r e s p o n s i b i l i t y  f o r  t r a i n i n g  l o c a l l y  o r  o u t s i d e  t he  B/G1s coun t r y  
o r  by /!ID f o r  t r a i n i n g  the U.S. o r  i n  t h i r d  coun t r i es .  A1 though A I D  may 
f i nance  any o f  such t r a i n i n g  as p a r t  o f  a  p r o j e c t ,  i t  has e s t a b l i s h e d  
d e t a i l e d  ~ r o c e d u r e s  o n l y  f o r  t r a i n i n g  arranqed by AID i n  the  U.S. o r  i n  

Effective Date 

Sept. 30, 1982 

t h i  r d  c o u n t r i e s  ( " p a r t i c i p a n t  t r a i n i n g "  ). i h o s e  procedures, and AID ' s  
general  t r a i n i n g  p o l i c i e s ,  a r e  s e t  f o r t h  i n  Handbook 10, P a r t i c i p a n t  
T r a i n i n q .  
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( 2  ) Procedures and Documentation. T r a i n i n g  t o  be conducted 
i n  the U.S. must be requested f o r  each t ra i ' nee  ( " p a r t i c i p a n t " )  on a  
P r o j e c t  Imp1 ementat ion Orde r -Pa r t i c i pan t s  (PIO/P) f o r  a c t i o n  by the  
O f f  i c e  o f  I n t e r n a t i o n a l  T r a i n i n g  (S&T/IT) i n  AID/W. Because t h a t  o f f i c e  
r e q u i r e s  s u b s t a n t i a l  1  eadtimes f o r  a r r a n g i n g  t r a i n i n g ,  froin 60 t o  150 
days, depending on the  type  o f  t r a i n i n g  (see Sec t ion  1  ZC, Handbook l o ) ,  
implementat ion p lans  must be developed w e l l  i n  advance o f  t he  p e r i o d  
d u r i n g  wnich the  t r a i n i n g  i s  t o  t ake  place. T r a i n i o g  O f f i c e r s  a r e  
f r e q u e n t l y  assigned t o  m iss ions  w i  ti1 1  arge t r a i n i n g  programs. They 
should be consul t e d  and w i l l  normal l y  hand1 e t he  procedura l  d e t a i l  s  
invo lved .  When a  T r a i n i n g  O f f i c e r  i s  n o t  ava i l ab le ,  f a m i l i a r i t y  wi th 
the numerous procedural  requirements i n  Handbook 10 i s  e s s e n t i a l  f o r  
P r o j e c t s  O f f i c e r s  overseeing a c t i v i t i e s  which i n c l u d e  p a r t i c i p a n t  
t r a i n i n g  as an element. 



APPENDIX 8A 

GUIDANCE ON THE PREPARATION OF IMPLEMENTATION LETllERS 
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A. Nature and Purpose of the Basic Implementation Letter 

1. ?he basic Implementation Letter sets forth: 

a. specific AID requirements which the Borrower/Grantee is 
required to meet; 
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b. the mechanism and procedures to be followed in the course 
of accomplishing the activity; and 

EFFECTIVE DATE 

September 30, 1982 

c. the documents and reports which the Borrower/Grantee must 
furnish to keep AID fully informed of physical progress, current 
financial status, continuing compliance with the provisions of the 
Agreement, and actions that might be required or problems affecting 
the activity. 

2. ~ormal Coverage of the Basic Implementation Letter: 

?he sequence of the provisions of the Basic Inplementation ktter 
usually follows that of the Project Agreement. The topics may be 
rearranged, or divided among several initial PILs, if necessary to 
improve presentation and use of the material. The subjects noted 
below are typically covered in the Basic Implementation ktter : 

-- Explanation of Conditions Precedent and a description of 
actions or informational requirements needed to satisfy 
each condition. 

-- Identification of project principals, including official 
signatories. 

- Guidance on initial planning and organizing for project 
activities to be compatible with AID procedures. 

-- Confirmation of agreement as to procurement systems and 
methods to be utilized by the Borrower/Grantee or its agent. 

-- Explanation of AID source/origin and shipping clauses, 
including prior consultations and approvals, as appropriate. 

-- Description of documentary and procedural requirements 
prior to establishment of financing mechanisms. 



-- Specification of documentation flows and periodic progress 
reporting necessary for project monitoring. 
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-- Transmission of standard AID guidance (e.g., marking 
requirements, Geographic Codes, Chapters from Handbook 11, 
Country Contracting, etc.) needed by Borrower/Grantee for 
project management. 

3. Standard provisions have been developed covering some of the 
foregoing subjects and an illustrative set of these provisions is 
provided in Supplement A to this Handbook. (Many missions have 
routinely copied these annexes and attached them to the Basic 
Implementation Letter. While this has the advantage of reducing the 
text of the Basic Implementation Letter to a more manageable size, it 
should be noted that the annexes are not project, country or B/G 
specific and they should therefore be reviewed carefully and modified 
as necessary before being included as an attachment to the basic PIL.) 
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4. The major provisions of a Basic Implementation Letter are 
outlined below: 

AID HANDBOOK 3, App 8A 

a. Introductory Paraqraph -- This may typically provide: 
"Dear 

This letter sets forth the procedures for utilization of the proceeds 
of the Loan/Grant and provides information to assist you in 
implementing your (project ) (program) in accordance with Project 
Agreement Nothing in this letter or its attachments 
should be construed as modifying the Project Agreement or any of its 
provisions herein referred to or explained. This letter and the 
attachments may be supplemented or modified by subsequent 
Implementation Letters as necessary, and to meet special situations 
that may arise." 

b. Cbnditions Precedent -- Every effort should be made to 
assure that key actions and arrangements by the Borrower/Grantee, 
which do not d&nd on its having-the assurance that AID funds are 
firmly available, are completed before the activity is approved for 
financing by AID. To the extent that Borrower/Grantees take actions 
before the approval stage, which otherwise would be made conditions 
precedent to disbursement, the time lag between obligation of funds 
and disbursements for work underway will be reduced. 

The following list includes conditions precedent applicable to the 
various types of project activities. It does not, however, purport 
to cover every type of condition that AID may find it advisable to 
impose prior to disbursement of funds. Particularly in connection 
with infrastructure projects, conditions precedent may be listed in 
the Project Agreement in two separate sections: 



-- conditions precedent to the first disbursement (e.g., for 
costs of consulting services), and 
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-- conditions precedent to later disbursements (e.g., for 
procurement and construction). 

When conditions precedent are self-explanatory as stated in the 
Agreement, the Implementation Letter need not restate the 
requirement, but may merely refer to the appropriate section of the 
Agreement. For other conditions, the Implementation Letter should 
contain information and instructions which make clear to the 
Borrower/Grantee exactly what is required of it by AID under each 
provision of the Agreement. Guidance for such provisions is outlined 
below. (NOTE: The "Attachments" referenced are part of M.O. 
which will be revised and included in a supplement to this handbook.) 

TRANS. M E M O  NO. 
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[ 1 I . Legal Opinions and Suppor tinq Docurnentat ion 
An outline of information to aid Borrower/Granteets counsel in 
preparing such opinions (and Guarantor's legal opinion if required 
under a loan) is transmitted with the sample letter as an attachment 
(See Attachment A). 

EFFECTIVE D A T E  

September 30, 1982 

[2]. ktter of Information 
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This is used where the Borrower is a private firm or a 
revenue-producing public entity. The information sought is specified 
in an attachment (See Attachment B); the written reply to which 
contains the necessary representations and warranties. 

[3]. Designation of Borrower/Grantee Representatives 

The Borrower/Grantee will identify functions and designate the 
organizational entities responsible therefor. It will also name the 
individuals responsible for and authorized to carry out the specified 
functions. Authenticated specimen signature (in three copies) is 
required from each individual designated as a representative. 

[41. Availability of Borrower/Grantee Contribution 

Where the Agreement requires a contribution by the Borrower/Grantee, 
AID will prescribe the nature of "evidence" called for by the 
Agreement. For example: 

The ~orrower/Grantee (in the public sector) agrees to obtain the 
necessary, but possibly unspecified, amount of its own resources to 
carry out a complementary activity or undertakes to furnish "whatever 
resources" may be necessary to complete the activity. When this 
depends on future appropriations by a legislative body, the only 
realistic "evidence" it may be possible to obtain, as a condition 



precedent, is its, or its Government's [as a marantor to the 
Agreement] assurance that appropriate action will be taken to include 
the required contribution in the budget. It should be stated in the 
Implementation Letter that compliance with this assurance will be 
verified during implementation in accordance with language included 
in the Covenants Article of the Agreement. If this approach is used, 
the part of the Implementation Letter dealing with required "Reports" 
should specify the rmnner and timing of "evidence" needed regarding 
the contribution. At the other extreme, the Borrower/Grantee, if 
either a private entity or a revenue-producing public entity, may 

3 
undertake to make its contributions in a specified amount in the 
course of carrying out the activity. In such a case, the 
Implementation Letter will describe the documentary "evidence" 
required, and rnay refer to the disbursement procedures which provide 
a for a "pari-passu" contribution by the Borrower/Grantee with each 
disbursement by AID. 

[5]. Report on Fees and Commissions 

AID HANDBOOK 3, 8~ 

A reference to the appropriate section of the Agreement is usually 
sufficient. midance may indicate the type of information required 
to monitor this condition. If no commission or fee has been paid, or 
agreed to be paid, the Borrower/Grantee should furnish AID a 
statement to that effect. 

TRANS. MEMO NO. 
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[6]. Arrangements for Manaqement Services 

EFFECTIVE DATE 

September 30, 1982 

Where arrangements to obtain certain specified management skills are 
to be made after execution of the Agreement, evidence is to be given 
covering the selection of a qualified firm and negotiation of an 
acceptable contract. Further, unless previously provided (in which 
case reference to such action should be made here for the record), 
the scope and minimum requirements to be covered by the contract 
should be described to the Borrower/Grantee. Submission of proposed 
contract for AID approval is usually requested, along with a 
requirement for copies of the signed instrument. 

[7]. Evidence of Organization, Staffing and Rules and Regulations 

Where a new intermediate credit institution is involved, in addition 
to item 6, the entity must furnish specific details showing capacity 
to put into operation, and successfully operate, the institution for 
which the loan or grant is made. This will include a copy of its 
proposed standard form of loan agreement to sub-borrowers. Other 
organizational units shall supply similar operational charters or 
procedures. 



[8]. Employment of an Independent Public Accountinq Firm 

This will apply to private borrowers and to revenue-producing public 
entities unless, in the case of the latter, AID is satisfied that 
existing governmental audits will yield the results desired as to 
scope and frequency of audit. Appropriate attachments describing the 
selection of the firm (see Attachment C) and the scope of the audit 
to meet AID requirements (see Attachment D) must be provided. 

PAGE NO. 
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[9]. Arrangements for Funds, Organization, Manpower and Quipment to 
Maintain the Facility 

EFFECTIVE DATE 

September 30, 1982 AID HANDBOOK 3,  App 8A 

In the event that'AID approval of financing precedes the completion 
of key actions or arrangements affecting the execution of the 
proposed activity, these may be incorporated in the Agreement as 
conditions precedent to disbursement. In such instances, this 
paragraph of the Implementation Letter will identify and describe 
what evidence AID will require to verify compliance with such 
conditions. 

TRANS. MEMO NO. 
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[lo]. Arrangements for Consulting Engineering Services 

This is to be treated in the same manner as paragraph 6, above. 
Similarly, if this information was previously furnished, record such 
actions here, by way of official confirmation. Request submission of 
proposed contract for AID approval and, ultimately, submission to AID 
of a given number of copies of the signed contract. 

[ll]. Additional Conditions Precedent to Disbursement for 
Procurement and Construction 

As appropriate, spell out the following, as requiring completion 
and/or prior approval by AID: 

(a) Detailed plans and specifications; 

(b) Arrangements for such things as i) Preparation of Bid 
Documents and of Bidding Procedures; and ii) Procurement of Goods 
and Services (unless Borrower/Grantee has a satisfactory mechanism of 
its own or this function is included in the scope of the Consulting 
Engineer's contract); 

(c) Arrangements for Construction Services; 

(d) Master List of Quipment and Materials - In some cases such 
a list may be feasible and desirable to have submitted for prior AID 
approval. Where this is done, it will not be a substitute for the 

I/ required certification by the Consulting Engineer and specific 
approval by AID of the individual requests for financing of, or 
disbursement for, particular items in the course of construction. 



(e) Plans for development and/or construction of ancillary 
facilities. These should be specifically identified and a 
time-phased scheduling of same included in (f) below. 

Work plans and schedules - A time-phased projection of major 
actions and stages to be attained in the course of carrying out and 
completing the activity, including (e) immediately above, should be 
submitted to AID. It might be noted here, for the information of the 
Borrower/Grantee, that this time-phased schedule of actions and 
events is one of AID'S most important monitoring tools. Progress in 
initiating and carrying out the activity is measured against it. It 

3 
may be adjusted, with AID approval, as the activity is developed and 
should be maintained as a realistic yardstick against which Progress 
Reports can be measured. 

AID HANDBOOK 3 ,  8~ 

[12]. Terminal Date for Completion of Conditions Precedent 
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This date is determined in the course of negotiations on the 
Agreement and is intended to provide a reasonable period of time for 
the brrower/Grantee to meet the prescribed conditions. It provides 
AID an opportunity to exercise the option of re+xamining its 
position vis-a-vis the loan or grant, if the conditions are not met 
by the prescribed date. 

EFFECTIVE DATE 
September 30, 1982 

Disbursement Procedures and Documentation 

One or snore of the basic AID disbursement procedures, discussed 
below, will meet most situations that will arise, as regards both 
dollar and local currency costs. Details are provided in the 
illustrative provisions attached, which describe the procedures and 
the documentation which the Borrower/Grantee must arrange to have its 
suppliers/contractors furnish in order to obtain payment under the 
AID loan or grant. 

1. Direct Reimbursement Procedures may be used where the 
Borrower/Grantee elects to utilize its own resources to effect 
payment and is then reimbursed by AID upon presentation of the 
required documentation evidencing payment for eligible goods and 
services. (See Attacllment F). The mission, rather than AID/W, 
normally disburses loan or grant funds for goods and services 
procured from local sources. Disbursements for such goods and 
services are effected to the Borrower/Grantee in dollars or local 
currency obtained by the mission, in the manner described in part C.5 
of this chapter. The mission's Controller examines and certifies the 
required documentation submitted by the Borrower/Grantee and forwards 
it to the U.S. Disbursing Officer. (See Attachment H). 



2. Direct Letter of Commitment to Consultants, Contractors or 
Suppliers is used in situations in which the contracting party does 
not wish to rely on recipient country banking and administrative 
units for processing of payments. This rnethod may also be used for 
larger purchases to minimize the expense of banking charges 
associated with bank letters of commitment. 

AID HANDBOOK 3 ,  App 8A 

3. Direct Payment procedures may be used for AID-implemented 
portions of a project or, in special cases, for other project 
payments. This method may be authorized at the request of the 
Borrower/Grantee or at the discretion of AID for payments to 
participating U.S. Government agencies. 

4.  Bank Letter of Commitment procedure is the most usual method. A 
Letter of Commitment is issued by AIDD to a U.S. Bank, designated by 
the Borrower/Grantee, authorizing the bank to make payment for 
specified goods/services under conditions prescribed in the Project 
Agreement. (See Attachment E). Payments made by the U.S. Bank, 
through Letters of Credit or other means of payment, are reimbursed 
to the bank by AIDD upon presentation of the required documentation 
previously collected by the bank from the suppliers/contractors. 

3: 43 S e ~ M e r  30, 1982 8A- 7 
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5. Federal Reserve Letters of Credit are normally used but not 
limited to agreements with educational and nonprofit institutions, 
including international organizations. This procedures is arranged 
by AIDD and is only used where the amount required for advance 
funding is more than $120,000 per year and the participation of the 
contractor or institution is to be for more than one year. 

EFFECTIVE D A T E  PAGE NO. 

6. Special Letter of Credit may be made available in the form of an 
irrevocable, transferable letter of credit issued by a U.S. Bank upon 
the request of AID in favor of the recipient country Central Bank or 
other designated agent of the Borrower/Grantee in payment for 
performance or other consideration such as for the purpose of local 
currency generation. 

7. Fixed Amount Reimbursement method may be used under circumstances 
where the project structure and personnel in the mission and 
Borrower/Grantee organization meet certain criteria. Reimbursements 
(and a revolving fund, as appropriate) are provided to the 
Borrower/Grantee or its agent upon physical completion of previously 
agreed upon, quantifiable project units or sbbproject elements. 

8. Terminal Financing Dates 

The Project Agreement will specify a cutoff of AID disbursements 
based on the projected completion data for the activity. A terminal 
date is always prescribed for the submission to AID, either by a U.S. 
Bank or by the Borrower/Grantee, of documentation required to obtain 



disbursement of funds. In addition, where foreign exchange costs are 
being financed and the Letter of Comnitment procedure is utilized, a 
terminal date is set for the Borrower/Granteels submission of 
requests to AID for the issuance of Letters of Commitment (TDDA). In 
setting this date, a judgment must be made as to the length of time 
that is to be provided between the issuance of the Letter of 
Comnitments and the last date on which final payment documents may be 
presented to AID by a U.S. Bank. Setting of the TDDA depends upon 
the procurement leadtime of types of goods and services to be 
financed towards the end of the project. 

C. Rules Governing Procurement 
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As specified in the Agreement, in covenants and articles on 
procurement, the Borrower/Grantee undertakes to abide by AID 
requirements regarding eligibility of goods and services for AID 
financing. In placing orders for goods and in contracting for 
services, the Wrrower/Grantee passes on to the supplier/contractor 
the applicable AID requirements. Similarly, intermediate credit 
institutions receiving loans from AID are required to incorporate 
applicable requirements into agreements with sub-borrowers. In 
monitoring conpliance with such requirements, AID ensures that 
contracts entered into by Borrower/Grantees contain appropriate 

d 
provisions and, when issuing documents on behalf of the 
Borrower/Grantee (i.e., a Letter of Commitment), AID includes a 
requirement that docurnentation or certifications be obtained as 
evidence of compliance with the Project Agreement and the 
Implementation Letter, before payment is effected. The basic 
Implementation Letter provides, for each applicable section of the 
Agreement, additional information and procedural description to 
assist the Borrower/Grantee to comply with AID procurement 
requirements. Certain of the provisions are self-explanatory; e.g., 
50/50 Shipping and Marine Insurance. In such instances, a mere 
reference in the Implementation Letter is sufficient. Such a 
reference should be included to assure complete coverage of the 
requirement so that a J30rrower/Granteets representative, by reading 
the basic Implementation Letter in the absence of the Agreement 
itself, may be made aware of all controlling AID requirements. 
Normally, the Implementation Letter will cover the following: 

TRANS. MEMO NO. 
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1. Eliqibility Date 

EFFECTIVE DATE 

September 30, 1982 

Here a reference to the appropriate section of the Agreement, 
repeating the controlling date, is sufficient. Orders placed or 
contracts signed prior to that date are not eligible for financing 
with AID funds. 3 



2. Reasonable Price 

AID HANDBOOK 3 ,  App 8A 

This provision is cornplied with by informing the supplier/contractor 
that the Supplier's Certificate, providing information as to price, 
in addition to norrnal commercial documentation, will be required in 
order to obtain payment. In the case of contracts for services, the 
reasonable price element will have been passed on at the time AID 
approves the contract. Prices of goods are normally verified by AID 
by post-audit . 
3. Notification to Potential Suppliers 

3: 43 September 30, 1982 8A- 9 1 TRANS. MEMO NO. 

In complying with this requirement, with regard to imported Goods, 
the ~orrower/Grantee is requested to follow the procedures described 
in Attachment I. 

In the case of procurement from the U.S. by intermediate credit 
institutions, a slightly different procedure is followed. 

EFFECTIVE D A T E  

The recipient institution will assume the responsibility for 
disseminating the information as to goods and services to be procured 
in the U.S. to the U.S. suppliers/contractors at the earliest 
possible time. Accordingly, as soon as the institution decides to 
approve an application which includes U.S. procurement of goods and 
services, it will furnish the Office of Small Business, AID 
Washington (with a copy for the mission), with the following type of 
information: 

PAGE NO. 

- Name, identification of the sub-loan to be approved, and 
total amount of funds. 

-- The contemplated amount of AID funds involved and the 
proportion to be utilized to finance imports. 

- A list of the category of items, expressed in AID 
three-digit code, for which orders of $5,000 or more are 
expected to be placed in the U.S; and in the case of 
services, the type of service and contract to be let. 

- Organization and address to which inquiries and offers are 
to be sent. 

-- Indicate the limitation which is to be set as to 
source/origin of the procurement in conformance with the 
AID Agreement. 

This institution will also be advised that AID recognizes that some 
of the sub-loan applications which it has decided to approve may not 
be consummated. Accordingly, since this technique has been devised 



to i) give U.S. suppliers notice, as far in advance as possible; 
and ii) avoid delays in getting the various undertakings underway by 
the small sub4x)rrowers who have not established formal mechanism and 
channels of procurement. AID will qualify the announcement of the 
procurement to make this clear to U.S. business. Further, the 
intermediate credit institutions are to be informed in this part of 
the letter that while, in general, the above4escribed data will meet 
AID requirements, there may be instances when AID will require 
additional details. They should also inform the sub-loan applicants, 
when approving their applications, of the above action with regard to 
the proposed procurement and the sub-loan applicants will be expected 
to respond to inquiries from U.S. suppliers/contractors and to 
provide details to permit U.S. suppliers/contractors to present bids 
on the proposed procurement. 

4. Eligible Sources of Procurement 

AID HANDBOOK 3,  8~ 

The attention of the BorrowedGrantee should be directed to the 
appropriate section of the Agreement which prescribes the required 
source of goods and services and marine insurance financed by AID. 
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5. Source of Other Coods and Services Used for the Project 

The attention of the Borrower/Grantee should be directed to the 
appropriate section of the Agreement which prescribes the required 
source of goods and services other than those financed by AID. 
Normally, such procurement must be from countries included in Code 
899 of the AID Geographic Code Book. Accordingly, this paragraph 
should include the following statement: 

EFFECTIVE DATE 

September 30, 1982 

"For your purposes, Code 899 as in effect on the date of this 
letter includes any country in the world except the following: 

Union of Soviet Socialist Republics, Albania, Bulgaria, 
Czechoslovakia, East Germany, Hungary, Ramania, Estonia, Latvia, 
Lithuania, Poland, Danzig, Vietnam, North Korea, China 
(Mainland) and other Communist-controlled areas, Outer Mongolia 
and mba. 

Thus, no goods or services to be used in connection with this 
activity, regardless of the source of financing, may be 
purchased from, or have their origin in, the countries listed 
above. " 

6. Application of the 50/50 Shippinq Requirement 

Since the language of this section of the Agreement is 
self-explanatory, only a reference is made to call the attention of 
the Borrower/Grantee to the requirement. ?he Bor rower/Grantee must 
take appropriate steps to comply with the requirement of the section 



when placing orders for goods which will have to be transported on 
ocean vessels. A shipping schedule should be part of the overall 
procurement/logistics plan and will help the Borrower/Grantee manage 
activities relating to this requirement. In addition, the 

, Borrower/Granteets attention should be called to the Quarterly 
Shipping Report (see F.4 below) by which it will keep AID advised of 
its performance in this respect. 

AID HANDBOOK 3, A~~ 8~ 

7. Use of Air Freiqht 

e The attention of the Borrower/Grantee should be called to the 
requirement that goods financed with AID funds may be shipped by air 
freight only if such shipment does not substantially increase the 
delivered cost of the goods or when clearly necessary because of the 
nature of the goods or the inability of available surface 
transportation to assure delivery within the time required to meet 
the needs of the activity. The eligibility of air carriers should 
also be described. 
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8. Limitation on Shipping Facilities 

For this part of the letter the following suggested language may be 
use£ ul : 

EFFECTIVE DATE 

September 30, 1982 

"In accordance with Section of this Agreement, items 
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otherwise eligible for AID financing under-this L&n/~rant will 
not be so financed if shipped on transportation media owned or 
controlled by any of the ineliqible countries listed 
(paraqraph) ,-hie. In addition, AID will not finance any goods 
or the cost of transportation of any goods to your country from 
the U.S. on a vessel-which AID has designated ineligible to 
carry AID-f inanced commodities. The mission in. {country ) will 
advise you as to the names of the vessels so d6signated." 

9. Marine Insurance 

A reference to the appropriate section of the Agreement is 
sufficient. The language is self-explanatory. 

10. Marking and Publicity 

One of three methods, or combination of these methods, as the 
Agreement provides, may be prescribed, depending on the nature of the 
activity financed by AID. The three alternatives are as follows: 

a. Marking of Goods and Shippinq Containers. Where the loan or 
grant is used to finance goods, it is required that the 
Borrower/Grantee have such goods and their containers suitably marked 
with the AID "Hand-Clasp" emblem. Marking expenses are eligible for 
AID financing . Inf ormat ion to assist the Bor rower/Grantee in 
complying with this requirement is contained in Attachment I. 



b. Siqns at Project Sites. Where AID is financing a physical 
project and it is deemed to be in the U.S. interest, the 
Borrower/Grantee may be required to have signs placed at the project 
site or sites bearing the "Hand Clasp" emblem. Expenses incurred are 
eligible for AID financing where local cost financing is provided. 
Information to assist the Borrower/Grantee in complying with this 
requirement is contained in Attachment J. -A 

AIDHANDBOOK 3 A 
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c. Notification in Public Media. Appropriately timed and 
worded notices of project activities may be published in local 
newspapers and bulletins or other suitable news media. 
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11. Acceptability of U.S. Contractors and Contractor Personnel 

EFFECTIVE DATE 

September 30, 1982 

United States contracting firms (principal contractors and 
subcontractors) and the United States citizens performing services 
overseas under a principal contract or subcontract financed with an 
AID ban or Grant may be required to obtain clearance from AID on 
personnel assignments. If such is a requirement, information that 
must be furnished to AID to determine their acceptability is set 
forth in Attachment 0. 

12. Availability of Investment Guaranties 

If applicable and the Agreement includes a project approval by the 
Borrower/Grantee government for purposes of issuance of AID 
investment guarantees to eligible United States contracting firms, 
the bid documents for the procurement of goods and services will give 
appropriate notice of this approval. Information to assist the 
Borrower/Grantee in complying with this requirement is included in 
Section III.C.17 of Attachment R. 

D. Records, Inspections and Audits 3 
This part of the letter specifies AID records, inspections and audit 
requirements and the manner of reporting same as part of the 
"Implementation Plan," pursuant to the provision of the Agreement 
requiring the Borrower/Grantee to keep certain records for such 
period of time as AID may require. Records on the acquisition of 
equipment, materials and services and operational records dealing 
with; a) the utilization of AID-financed goods and services; b) 
operations of the activity; and c) the financial condition of the 
Borrower/Grantee must be kept until three years after the final AID 
disbursement under the agreement. 



E. Reports to be Submitted to AID 

This part of the letter brings together under one heading the various 
reports called for by the Agreement and any additional reports that 
may have been requested in the letter. The latter may be separate 
reports or special points to be included in the regular reports in 
addition to the coverage of standard attachments. 'lkis should be 
kept in mind in preparing the basic Implementation Letter since the 
discussion below anticipates the standard reporting requirements 
only. "Typicaln language, subject to appropriate changes for which 
the drafting officer(s) is responsible is set forth below. Tb the 
maximum extent practicable, AID shall make use of the 
Borrower/Grantee's existing reporting system and formats. 
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1. General 
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EFFECTIVE DATE 

September 30, 1982 

You are requested, pursuant to Section of the Project 
Agreement to furnish to the U.S. AID Mission in (country), (number) 
copies of each report described below. 
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2. Quarterly Progress Reports 

A description of the information to be included in these reports is 
contained in Attachment L. [In addition, you are requested to add 
(indicate what and where in the report ) . ] - [You will -note, however, 
that (what and where in the report) is not applicable to your report 
and you [may therefore omit it] [are requested to substitute (what 
and were).]] The first report from the inception of the project 
through the period ending (date) , should be mailed or delivered 
by hand by (qive date, 30 days later). Subsequent reports, on a 
quarterly basis, should cover three-month periods thereafter and 
should be mailed or delivered by hand within thirty (30) days of the 
end of the period reported on, until the project is completed. If a 
final "Completion Reportn is necessary, you will be advised, at a 
later time, as to its form and content. 

[NOTE TO DRAFTER: The above is applicable to physical project 
involving construction. Language generally applicable to loans 
to Development Banks is suggested belaw.] 

3. Progress Reports 

a. Monthly Reports. The information described in Section A of 
Attachment M is required on a monthly basis. The first such 
report presenting data from inception of activities under the 
AID Inan/Grant through (date) Subsequent reports covering 



monthly periods thereafter are to be dispatched within 20 
calendar days after the end of the month covered by the report. 

b. Quarterly Reports. The information described in Section B 
of Attachment M is to be submitted on a quarterly basis. The 

AID  HANDBOOK 3, App 8A 

first such report presenting data from inception-of activities 
under AID loan through (date) is to be dispatched by 

(date) . Subsequent reports, covering calendar quarters 
thereafter, are to be dispatched within thirty (30) days of the 
end of the period reported on. Each report is to be 
supplemented by a covering summary statement giving the 
cumulative actual figures, beginning with the initial report 
through the month of the latest report, for U.S. and non-U.S. 
flag vessels by category of vessel, as applicable. If the 
summary report indicates a lag in compliance with Section 
kindly include a statement indicating how the deficit in 
shipping of U.S. flag vessels is to be made up. 
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5. Annual Financial Reports on Loans to Private Borrowers and 
Revenue-Producing Government Entities 

EFFECTIVE DATE 
September 30, 1982 

a. Borrower's Reports. A financial report is required 
annually, until the ban is fully repaid, which must include a 
detailed Balance Sheet, Profit and loss Statement and an Analysis of 
Retained Earnings, setting forth your true and fair financial 
condition and the results of your operations. The report must be 
audited and certified pursuant to Section of the Project 
Agreement. 

Please advise us of the report year or other period you will use in 
presenting your financial position and as to how soon thereafter we 
may expect to receive a report. Such a report shall be delivered to 
the U.S. AID Mission (days) within (normally 120 days) of the end of 
the reporting period. If the data outlined above is normally 
included in existing reports, duly audited and certified, and is 
acceptable to AID, such reports may be submitted to meet this 
requirement. 

b. Auditor's Reports. In addition to the annual financial 
reports, required by the preceding paragraph, your auditors (whether 
independent public accounting firms or government audit entities) are 
required to submit directly to the U.S. AID an annual report in 
regard to the scope and results of their audits. The content of this 
report is indicated in Attachment D. 

F. Use of English Languaqe 

The penultimate paragraph of the Implementation Letter should repeat 
for emphasis, the language of the specified section of the Agreement 3 



which requires that, unless otherwise agreed between the parties, all 
correspondence, reports and other documents submitted to AID 
concerning this Laan or Grant will be in the English language. 

G. Closing Paragraph 

AID HANDBOOK 3 

It is good practice in closing an Implementation Letter to request 
the Borrower/Grantee or his authorized representative to send a 
letter to the U.S. AID Mission acknowledging receipt of the 
Implementation Letter and raising any problems or questions it may 
have in regard to the letter and the attachments to it concerning 
implementation of the loan or grant. 

EFFECTIVE DATE 

September 30, 1982 
TRANS. MEMO NO. 
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[NOTE TO DRAFTER: In addition to the signature of the 
authorized AID official, the last page of the letter should list 
the titles of the attachments used.] 
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[A draft of this Basic Letter should be discussed with the 
Borrower/Grantee early in project negotiations and prior to 
issuance to minimize misunderstandings and implementation 
problems. The authorized representative of the Borrower/Grantee 
should countersign this Basic Implementation Letter to reinforce 
acceptance and subsequent compliance therewith.] 
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UNLLASS 1 t 1 t U  O U T G O  ING 
Departntent of State 
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I~UIYC AIC SYUICS I R ~  ~TXCI C;%CLSAIIQJ r r t m  TO ( m i  
C O I f I A C T a f i ' S  EWLOlz !S  I #  Ti11 r : [LD;  IXC PI0JC:T ; I l I C c t  
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FGUPOATICW Or  A l U l l J l Y C  0 1  T I C  SUIh ' ISSICU I1 T I C  C3X- 
TRAC~OI  or u lnrtnln IIPCXII, THC ~ROJCCI O r r r c t R  n r i  
U r R o V I  A VCUCXCR UYLC~: IIC n u  Pc?::arL mr;,ccct, C a o a  
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E. 0. 1 2 2 5 6 :  N /A  
TAGS: 
5UbJECT.  Z P E i O I U G  PROJECT IMPLE:,EYTATIOH 

: U ~ M A P Y .  THE ~ G C I I C Y  113s R E V I E V [ O  A aUrBER CF TECHHIOUE: 

L'HICH CkN UELP CCT PROJECTS UIIO[RWAY R L P l O L l  C:IO SPtED 
l n P L E n E l l T k T  IOA .  LO:T TInf B E ~ W E E N  IIII T I A L  OI:CU;SIOII or 

A PROJECT AtlD LCTUAL D iL  I V E S Y  0; BEfiEF I T S ,  OR I N  OEPL ING 
v l T n  PRcBLEnS LYICH ARI:E OURIIII, l nPLEnEr lTAT lo l4  CAII 

S I G H I F  ICAhTLY C O I I i T R A l ~ l  h 1 0 ' :  A B l L  l TY TO BE RESPCIISIVE 

TO DEVElOPMEllT DPPOKTU'IITIES. r n f y  cnn, FOR EXAnPLC, 
wA:TE THE n O n E l l l u n  Ei l :eL ISHED I N  T l l f  AID-COUNTERPLRT 

TERM OURIIIL OE:IG:I. T A K E  THE E O ~ E  o F r  URCEIKY F O R  P O L I C Y  

REFORM, OR UIIOE?f l I t IE C:lll 1 OEIICE I N  A l O ' i  ABIL 1TY TO 
SUPPORT A IlEW I U I T I A T I ~ E .  

I N  PROJECT TERMS, SPEE0II:G T t l f  :TART-UP PROCESS HEA!IS 

C0MPRES:ItIC THE PCRIOO I R O H  P I 0  APPROVLL 1 0  THE ARRIVAL 
OF COMMCOIT IES,  TECHl4lCAL ASSISIPHCE,  Lt10 TRPl l lEO 
PERSOIIN~L. T H E R E  ARE nCnY unrs T O  00 THIS,  IIICLUOI~IC 
USING EXI,CT I N 6  IOC 'S  A!IO STRIICTUR l l l G  CP 'S  TO RLLOV W H Y  
DISCRETE PROJECTS E L E n i N T S  TO GO FORYARO. THE T:M aRRAUGE- 
nEmT w l r n  u N l v r a : l r t r s  nr:o C E R T L I I  P R O J E C T S  MPIIACEO BY 

s AND T CAN A L S O  BE USCD T O  :P f ro  I n P L E n E I t T r T I o u .  T n l s  
HEssAcE,  HOMVER, FOCUSES o t i  WAYS OF BEGIIININC PRocuREnEl lT 
EARLY BY A l L O U l t I C  DISCRETE PROJECT ELEHENTS WHlCn CAtl 8E 
JUST I F  I f 0  ON TEE lR OYlI TC PROCEED I N  AOVAIICE OF 
AUTHORI iATIOH.  THESE i E L F - S T l t l D I  HG I t IVESTHfNTS COULO BE 

EXPECTEC TO BRl ! lG  EVEl l  GEEATEI  PETURll I F  THE PROJECT 

O O l j  PRCCEED. 

THESE SdnE MECl l r t l lSHS r A v E  SIGNIFICAIIT U S E S  BEYO~IO 

FA:TER :TLRTS. Z P E E O I ~ G  OR IKPROVINC PROJECTS B r  
R A P I O L Y  ADDRES:I~IG PRCBLEMS o n  CPPORTUHIT IE: vn lcn  
IRI:E O U ~ I H G  I r t L E n E q T a T I o N  nir a f  a n  EQUPLLY IHPOR~AIIT 
APPL I CAT 1011. 

THE F O L L O W I N G  DISCUSSION DOE: NOT S E T  OUT O R n n r T l c  r l E v  
TECHNIQUES; ALL HAVE BEEll SUCCESSFULLY USED ill THE 

F l f l D .  NOR I S  I T  ALL- INCLUSl 'dE ,  1'10 VE WOULD VELCGXE 

ANY COMEEtlTS ON OTHER J E V I C E S  FOR ACCELERATIt IC 

STATE 0 5 9 4 1 5  6 6 3 5  0 3 6 9 5 4  AID:C; 

I n P : t n E t i T n T I o t i  LYICH MIS:IOI~S n c v f  O E V E L O P E D  OR nrr 
OEVLLOP I N  THE IUTURE. EWO SU3MARY. 

I. IMPL~XE~ITLTIOII  PROJEUS. A HUHBER OF n l s : I o N s  
H A V E  IN P L ~ C E  F L E X I B L E  P r i o j t c T s  VHICII CLN ef u r fo  To 
QUICKLY PROCURE TECHNICAL A:SISTht4CE OR C O 3 l O D I T  I E S  

NEEDED T O  DEAL WITH :PECIFIC OEVELOPH~I~T OPPORTUUITIES. 
GENERALLY, THESE WDULO FUl lD INDEPENOEIIT ACT I V I T I E S T O  

SUPIORT THE POL ICY DIALOGUE, TAME AOVAIITAGE OF L A T E -  
EHERGlNG P 6 S S l B I L  I T I E S  Ill OIIGCItIG PROJECTS, EtICOUZAGE 

PARTICULARLY WOPTHVHlL l  P C T l V l l l E S  UHlCh FELL DELOU 
A PPOJECT EFFORT, OR DEVELOP A lTERt IAT!VES 1 0  A 

Rrs :a  I C T : V E  nos: COUIITRY REGULATIO~I .  C E ~ T A I H  CF rnrsr 
ConnOOI  TIE: OR :ERvICES I l l G n T  rL:O BE U:iFUL TO GET 

POTENTIAL PROJECT L C T l V I T l E S  U!IDERWAI BEFORE LC:IG-TERM 
T I  COUL 0 BE HOB IL  I Z E D  GP nAJOR EOU I P H I I I T  ORDERS AZRIVE. 
ISUCH PROJECTS VOULD OBYICUSLY HLWE TO EE STEUCTUXEO 

SO THAT : U S - A C T I V I T I E S  HEET 6 1 1  IA) C R I T E R I A . )  

2 .  T H I S  CLH BE ILLUSTRPTEO BY U S I N G  1 H Y P 3 T H f T I C A L  
PR0:ECT I t1 THE HEALTH SECTOR W l C H  C O Z B f f I f S  TA, 

C o n c o o I T I E :  AIID P ~ ~ R T I C I P A I I T  TRJIIIINC T O  O E V E L O F  ~3 
I I I S T I  TUTIGIIAL C L P A C I T Y  TO OEL lvER A S ? E C l f  l C  T l P f  OF 

B a s i c  SERVICE  01, P OECE:ITRALIZED, S E L F - S U S T A I ~ I I I ~ C  BASIS  
TO C. P I L O T  I R E A .  A F L E X I E L E  IHPLEnEl ITATI  011-FACIL ITAT I N C  

PRO:ECT C O U L O  HLVE I n n E D l r T E  r l  IIEEO: IN  P L A C E  A T  
SIGIIATURE, SEHD SENIOR COUNTERPARTS FOR U. S. I U V I T P T I O I I A L  

TRAVEL TO PREPAPE FOR IHPLEt!EHT&TIOtl, OR OBTh lH SERVICES 
TO OD AN INSTITUTIOI4AL A t IkLYSIS 4110 TO PEC0nREI;O 
IHPPOVEMENTS I N  T 6 A l l l l l l G  OR DATA PROCESTING. I T  HlGHT 

HAW1 ALREADY ORDERED B P i l C  LABORATORY E C U I P n l N T  FOR LOCAL 
CL 1111 cs CR ConPcTERs FOR A S T A T  I:T ICAL CEI4TER. 

3. PROJCCT OEVCLOPHEHT Atto SUPPORT. PO A l l 0  S FUlO: 
E X I L T  BECAUSE PEOLRAti  REZOURCE: LRE llEEGE0 CUT:IDi THE 
P R O J E C T  COIITEXT T O  -PR IME T n E  P u n P -  OR ro P E R n t T  notr-  
PROJECT n C T I V I T I E I  IH SUPPORT O f  P R O J f C l S  OR BROAD 
SECTDR S T R h T i G l E S .  THEY I R E  IMPORTAIIT, FOR EXLMPLE, 
I n  O B T A l l l I t I G  P P  STUDIES,  f U l l O l l I C  SHORT-TERH PhRT IC IPANT 
T R A I N I N G  OP TRA'IEL, AN0 DOING ;ECTOR CR S T 9 A T E C I  ANILYSE:. 
CCRTAIN :TUDIES V E R Y  I n P o u i A r i T  T O  TUE nlssloll AIIO THE 

HOST GOVERliMElIT FOR PO AllD S APPLICATIOI iS  MIGHT A 1 5 0  
BE C R I T I C A L  TO HAVE I N  PLACE I N  THE EARLY STAGES Of  

PROJECTS S T I L L  1t1 OEVELOPKEMT.  THE :~nr cou~o BE TEUE, 
A lTkOUGH L E 5 S  FREOUENTLY UNOER CURREll I  PO AND S UiACE, 

FOR C E R T A l l l  TYPES OF EQUIPHENT. ALTHOULH I T  I S  NOT 
CLEhR THAT UE WILL  HAVE A O D l T l O l l A L  PU Al:O S FUNDS TO 
WORK V I  TH, n1SS1011: SHOULD EXPL OEE U A I S  OF USING 
PO &NO s FOR T n l s  SORT OF A C T I V I T Y .  

4.  CARRYIWG THE HEALTH PROJECT EXAMPLE FORVARO, PO AND 
m I 6 n T  BE U:ED TO SEND e FEW PARTICIPAIITS 7 3  Z H O R T  COURSE: 
SO THEY COULO BE 011 THE J 0 8  BY PROJECT I N I T I A T I O N ,  TO 
OBTAIN SHORT-TERM TA TO CARRY OUT A REGIONAL OEMOGRIPHIC 
A l lALYSlS ,  TO H I R E  A COl i iULTANT TO SHARPEN THE S K I L L S  
OF LOCAL STPTIS: IC IANS,  A l l0  PERkLPS TO FROVICE A SMALL 

COIIkUTER TO PROCE:; t l E b l Y  GEi4E3ATEO DmTb. ALL THESE 
WOULD NORMALLY EE FUNDED L A T E R  u l T n  PROJECT F ~ J W O S .  BUT 

ALL UOULO EE V E R Y  USEFUL T O  HPVE IN PLACE I n e E D l n ~ c ~ r  
AFTER PROJECT S GtlaTURE. AN0 ALL COULO BE ICOEPE;1OEfiTLY 

J U S T l F l  ABLC UNOER PO AIiD : C R I T E E I A .  

5.  POST-PIO HIHI-PROJECT;. ~IS:IO~IS n t v E  REQUESTED AND 
q E C f  l VEO APPROVAL TO USE PROJECT FUtIOS TO BEGIM SXALL 

A C T I V I T I E S  ESSCI IT IAL  TO A S P E C l f  l C  P 0 i E I ; T I A L  HAJOa 

PROJECT M I L E  THE PP WAS S T I L L  B E I N G  PREPARED. SUCH 

LIHITED ACTIVITIES nus1 Sf INOEPENOEI ITLY-JUSTIF IABLE 
P a c t  AGES WHICH LOULO HAKE COXPLETE SEMSE E V E 0  I F  THC 

MPJOR PROJECT v t R E  NOT APPROVED. NO SEPARATf P I D - P P  



Del,cu-tnlen t of Stare 
PPGL 02 OF 02. STITE esgr15 6135 0 3 8 9 5 4  ~ 1 0 2 0 6 7  
PROCESS YOU!D BE R f Q U I f i c D  S INCE THE ADVf lNC l  E L f H E l l T S  
ARE l H C L U O f 0  I N  THE PRCJECT D0;UIIEIITATION FOR THE 

BASIC  PROJECT. B i l H G  LBLE TO GET T H l S  SOkT Sf F L I l l l C  
START C h l l  eE l lOT 0:ILY E:f I C I E I I T ,  BUT f S S E I t T I A L  T O  i n E  
TIHEL IIIESS A ~ I O  U L T l n k T E L v  T H E  SUCCESS OF THE L A R C ~ R  
PROJECT. 

6 .  T H l S  ARRAIICEHEIlT COIJLD SPEED OLIR HEALTH PROJECT 
E r n n P L f  BY XIIDIIJG LCIIG-TERN T R A l l l E E S  OFF  A FULL  h c : x n I c  
Y E A R  EM[ IER. SINCE I T  u o u t o  AL:O n E i T  6 1 1  r r l  C R I T E ~ I A ,  
IT  C O U L D  e.1 UTED, AS PO P'ID s OROII.*RILY W:ULD ~ I O T  er,  
TO CROfR F 0 9  T H i  SERVICE I t ~ C T I T U T I C I I  1 IIU1:EER OF 
VEHICLES FOR RUE41 SUPFLY U I I I C U  COULD A L S O  E f  WELL 
USED SHOULD THE LARGER 7ROJECT NOT HATERIAL  I Z E .  

7. C O I ~ ~ C I I - f ~ i n f t r ~  PFOJECTS.  o r r i  O T H E R  PO:SIBIL I T Y  
VWlCH I S  HORE BEOAOLY USE9 I S  I R n I I I I I C  A  SEPAEPTE PROJECT 
TO I I ICLUCE A L L  M1SS1014 REIU IRE3EI IT :  FCR 0111: COnnOf l  
PROJECT I L E H E I I T ,  SUCH C j  I R A I H I f I C ,  THEREBY R i 1 O V I I : G  T H l S  
ELEnENT FRC3 TUESE4UfNT l l l D l V l O U r L  PROJECTC. I I T  CC'JLD 
A L S O  BE USED FOE TRAIUI:IG PIRPOSE: UI:~~ELAT:O T O  0;HiR 
P R O J E C T S . ~  T n l S  ALLOWS THE n l j 5 l O t l  TO n A V f  IN PLLCE A 

HECHPNl S n  FOR H b d  l l l G  AO'lAllCE A7.R;NGEHtflTS rND R A P l D L f  
D I S P A T C H I N G  P L R T I C I P c H T ;  AS S 0 9 H  A: I T  6EC:MES CLEAR 
T n l s  I S  JUSTIFIED. A S I~ I I LAR  :RRAIICEHEIIT FOR T A  I S  

ALSO A  P C S S I I I L I T Y .  

8. LOCAL I O C ' S .  ; E V E ~ A ~  f l l 5 S I O l ; S  HAVE U:[O I Q C ' S  
u l T n  L O C U  F l u n s  - -  n A t ; d c u i E t t T .  :OCIAL R E C ~ A R C H ,  
ACCCUHT II;G, EI:GI:IEERI~IG - -  1 0  O B T A I N  L I ~ I  T E D  A n o u l r T s  
OF C0N:ULTIIIG SERVICES, UHERE jUCH SERVICE5  kRE 
A Y A I L A B L f  L O C A L L 1  AT ACCEPTCBLE I U L L I T Y .  T H l S  I R R A l . t E f l E H T  
ALLOUS n l s : l o r l s  T o  D O  -?OPE u l r r r  I[::- f i r  ;AYIUC ;TPFF 
RESOURCE:, S A V E S  T I ~ E  CIIO n o l i c f  O V E R  n o R E  ~ X P E ~ ~ S I V E  
U .S .  COl4:ULTAIIT: M O  HUST ALSO TR&VEL,AtID I S  FASTER 
A l l 0  E A S I E R  TO HbI lASE THAN I f IOIVIDUIILLV-I IEGOTIATED 
CONTRACTS FOR S f R V I C E S .  

9. HISSION; HUST. OF COURSE, IE AUARE TnPT THEY 
C lN f IOT  E W L O Y  T H f i E  I N t T R U H f N T I  TO AVO10 THE COMCZESSIONAL 
HOTIFICATIC:I PROCE;: OR C o n P E T l T l V E  BIOOIIIG PROCEOURES. 
FURTHER, FRAGllEflTATION OF P f i O J f C l  A C T l V l T  l E S  C I N  CPUCE 
HANAGfHEfIT D I F F I C U L T I E S  DOUliSTREnH. 

10. THERE I S  P O r E f t T l A l  O'IERLA? BETUEEH THESE VARlOU: 
P O S S I B I L I T I E S ,  AH0 Ill SOME C A S i S  B E T U t E H  THEl i  AND 
E X I S T I N G  D E V I C E S  SUCH A5 A l D l U  IOC 'S .  I T  I S  NOT L I K E L Y  
THAT A L L  UOULO BE REOUIREO AT k S l N G L f  H I S j l O N .  CHOICES 
UOULD VARY U l T H  PORTIOL IO,  PREFEREHCES, f N V l R O N n E H T .  
FUTURE PROGRAHHlNC, LND, OF COURZE, P I A C T  ICE; U l  T H I N  
CEOGRAPNIC BUREAUS. A N 1  OF THEH COULD BE USEFUL, HOUEVER, 
AtlD P A R T I C U L A K L Y  TnO:E n l : S l O l i i  U I  TH LARGE Al:O Ot1t01rrC 
PROGRAHS SHOULO G I V E  THEH P k R T l C U L f i R  A T T E f l T l O N  AS HEAHS 
OF AVOIDING AUKYARD OR CVEN CRIPPL ING o c L a f s .  

11. YOULD APPRECIATE I N )  HlS:ION RESPOIISES, 
I t l C L U D l N G  PART IC'JLARLY :O:lHfftTS OR E X ? E R I E : C E j  u l  TH 
T H I S  T \ P f  OF A C T I V I T Y  #!ID W I L L  C I R C U L A R I Z E  P a R T I C U L L a L V  
U I E F U L  CCNTR I6UTIO:IS.  SHULTZ 
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9A. Introduction 
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In accordance with AID policy, preliminary implementation planning, 
including as appropriate procurement planning, will have been 
accomplished as an integral feature of project development. These 
initial plans are prepared in sufficient detail to enable the 
examination of administrative feasibility and implementation support 
matters, including overall project scheduling and resource 
requirements. Such plans are seldom, however, prepared with the 
intention or in such detail that they will be used as is by project 
management to direct day-to-day project implementation activities. 
Further, more detailed planning is a function of the quality and 
quantity of information available to planners. Reliable information 
or estimates, e.g., when an Agreement is to be effective, the 
duration and scheduling of certain implementation tasks, may not be 
obtainable by project designers. Because of such constraints, and 
since negotiated projects may have some adjustments, e.g., timing, 
responsibility for inputs, project planning is usually divided into 
two stages: "pre-project planning" and "operational planning." 

For purposes of clarification, "pre-project planningn is the initial 
planning which takes place during design and negotiation phases. 

EFFECTIVE DATE 
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"Operational planninq" is the more intensive and extended type of 
plannning activity which follows signature of the Agreement and is 
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needed by project management for the direction and control of 
day-to-day implementation tasks. Although "operational planning" is 
an outgrowth of and builds upon "pre-project planning," and the two 
are therefore closely related, their purpose and content differ 
sufficiently to warrant separate discussions. 

9B. Pre-Project Planning 

1. Purpose 

The purpose of pre-project planning is to help define project 
elements, implementation methodology and timetable and enable 
designers and reviewers to assess overall implementation 
feasibility. Pre-planning also provides a mechanism through which 
AID, the Borrower/Grantee (B/G) and other participants jointly 
identify specific implementation tasks, e.g., procurement of 



technical services, opening of a revolving fund, and agree to the 
assignment of responsibility therefor. Development of initial 
project plans and agreement among the participants, together with the 
Administrative Analysis described in Chapter 3, Appendix G, are 
necessary to support the Authorizing Official's conclusion that a 
project can be implemented as designed. 

2. Content of the Plan 
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The pre-project implementation plan should contain all of the 
information necessary to meet the purpose described above. It should 
also be in itself an end product of joint development efforts on the 
part of AID, the Borrower/Grantee and other participants. It may be 
a brief and direct plan covering all aspects of a simple project, or 
it might be a muJti-faceted aggregation of subsidiary type plans, 
schedules and statements of responsbility for a complex undertaking, 
e.g., integrated rural developnent. In any event, the "plan" must 
identify : 

TRANS. MEMO NO. 

3: 43 
EFFECTIVE DATE 

September 30, 1982 

-- major elements of the project, including inputs and outputs 
associated therewith; 
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- proposed scheduling or sequencing of such elements; 

-- allocation of responsibility for inputs and/or outputs 
among participants, including estimated costs; 

-- mechanisms for mobilizing or delivering inputs, i.e., the 
procurement/contracting/financing approach; 

- the management/administrative/coordination scheme; 

-- financial planning; 

-- evaluation planning. 

One can recognize the above items as being some of the required 
elements of the project implementation plan. (See Chapter 3.) It is 
not meant that a separate "pre-project planu necessarily be developed 
beyond the aggregate of certain information provided as part of the 
PP. It should simultaneously be recognized, however, that the PP is 
an internal AID document and, in many respects, will only be 
sumrizing what might be highly detailed "pre-project" plans, 
schedules and procedures existing within the Borrower/Grantee or 
other participant organizations. The latter should be considerably 
more advanced than representations in a PP and will usually be the 
focus of detailed negotiations, a basis for developing the content of 
the Project Agreement Annex and the departure point for subsequent 
"operational planning. " In sumnary: 



-- the scope of pre-project planning should be a direct 
function of the complexity of the project and the levels of 
development of information and materials as discussed in 
this section and in Chapter 3, and 

-- Pre-project planning must be an end product of 
collaborative development between AID, the Borrower/Grantee 
and other participants. 
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3. Planning Methods 
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Several elements of a pre-project plan will be developed as the 
design group proceeds to satisfy other requirements of project 
design, e.g:, financing of inputs, specification of administrative 
responsibilities. Such requirements and appropriate methodologies 
are covered in Chapter 3 and its Appendices. The following is 
additional guidance. 
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a. Implementation Checklist 

The preparation of the pre-project implementation plan should begin 
with a checklist of the items to be discussed and agreed upon with 
the B/G and other participants. Such checklists should include those 
items that are applicable to most projects (see list of typical 
implementation actions presented in paragraph B3C of Chapter 8 and 
select those, as appropriate) and actions not shown on that list that 
are determined essential for the implementation of a particular 
project or project element. Appendix 9C contains more detailed 
guidance on procurement planning, much of which is relevant to 
pre-project planning. (Appendix 9B reviews key implementation 
problem areas which should likewise be given careful consideration as 
the checklist is being prepared. Actions included in the checklist 
should be discussed with the B/G and other participants, as 
appropriate, a general implementation methodology agreed to and, to 

6I.J 
the extent possible, responsibility for specific items defined and 
recorded. That record can be used as the basis for presenting the 
implementation plan in the PP, understanding that not all items 
discussed need be included in the summary-type PP plan. It will be a 
matter of judgment for the drafter how much detail is necessary for 
an understanding of the plan and an assessment of implementation 
feasibility. The checklist of actions to be performed will also 
provide the basis for preparing an implementation schedule. 

b. The Implementation Schedule 

Major actions to be taken by the B/G, AID and other participants 
should be listed in the sequence in which they must occur, together 
with times (expressed in the number of weeks or months from signature 
of the Project Agreement) by which they are to be initiated and 



completed. This is especially important for activities which are 
critical to project success and may require an extended period of 
time for completion, e.g., contracting, training, construction. 
Actions have to be arranged so that the sequence in which they must 
be initiated and completed can be understood, rather than, e.g., 
being grouped under functional headings. Continuing tasks, such as 
supervision of project staff, payments to contractors, should be 
covered in statements of functional responsibilities rather than 
being shown on the schedule. Less critical tasks (e.g., a series of 
minor procurement actions) might be shown only once with an 
indication of the beginning and end of the period during which all 
are expected to occur. Individual contracting or procurement actions 
that are particularly significant to project success, e.g., 
contracting with a firm for professional services, must be identified 
separately in the schedule since, often times, little can be done to 
implement the project before such contractor starts work. 

Estimates of the time required-to complete major actions, e.g., 
contracting for professional services, are likely to be more 
realistic if intermediate steps (e.g., advertising, prequalifying, 
issuing RFP's etc.) are outlined and the time required for each step 
estimated separately. Such detail need not be shown in the PP 
sche ule, but should nevertheless be prepared as part of pre-planning 
beca % e it will produce better estimates and be useful in 
establishing the operational plan discussed below. 
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Particular attention must be given to the interdependencies between 
different project elements to ensure that actions taken for the 
implementation of one mesh with those to be taken for implementing 
another project element. The use of a planning "network" is 
recommended for projects involving interdependent project elements 
because the network can better indicate the required sequencing of 
actions. The completed pre-project schedule of implementation 
actions may be presented in tabular, bar graph, or summary network 
form. (See Appendix 9A for guidance on "preparing bar graphs and 
"networking." ) 
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9C. Operational Planning 

EFFECTIVE DATE 

Septemher 30, 1982 

1. Purpose 

a. The purpose of operational planning is to provide management 
with a dynamic tool to support the direction, assessment and 
monitoring of project implementation. A plan designed to meet 
operational planning objectives would, in somewhat condensed form, 
also meet pre-planning needs. However, in all but the simplest 
projects, data required for an operationally useful implementation 
plan is seldom available at the time project design is finalized, the 



PP prepared, and the project negotiated. Operational plans should be 
an outgrowth of the pre-project planning and be expanded and 
periodically updated and revised as information becomes available 
during the various stages of implementation. 

b. Since operational plans and schedules are intended for use 
by the B/G in managing and by AID in monitoring the project, they 
must be accepted by both parties as the basis for implementing the 
project. It is useful to formalize the acceptance of operational 
plans and project schedules by making them part of the Project 
Agreement Annex or, as they are later expanded, by attaching them to 
a PIL. Amendments or adjustments of operational plans should be done 
whenever necessary but they should be jointly reviewed for accuracy 
at least on an annual basis. 
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2. Content 
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a. An operational implementation plan must specify all actions 
to be taken to implement the project, indicate the times when actions 
are to begin and be completed, identify the resources needed to 
complete the tasks and the parties responsible therefor. Depending 
on the degree of control needed and the importance of an action I/ within the overall implementation scheme, the scheduled start 'time' 
of an activity should be clearly indicated, e.g., a week, a month, or 
a quarter. "Actions' should, where possible, be broken down into 
their component parts. These component parts should represent 
identifiable, measurable and manageable units. Particularly for 
contracting and procurement, all steps of the process and dates for 
their completion should be shown. Such detail is necessary to enable 
the B/Gts project manager to exercise control. This level of detail 
is also needed by the B/G manager and AID project monitor so that 
they can predict slippages and take appropriate corrective actions. 
If the steps necessary to complete a given action are not scheduled 
separately and identifiable in reporting systems, delays can be CI/ discoveredon lya t theendofasomet imes leng thyper iod .  For 
example, if only the execution of a contract is scheduled, and, when 
that date arrives, it is belatedly discovered that prequalification 
procedures have not yet been initiated, the time lost (6 to 12 
months) can probably not be made up no matter how much the process is 
speeded up. Similarly, if the date by which a contractor should have 
completed mobilization of its resources is not scheduled separately 
or reported on in a timely manner, and that event does not occur on 
schedule, it may be too late or expensive to apply remedial action. 
In establishing the operational plan, it is therefore necessary to 
think through what each party has to do, schedule all events which 
may affect meeting the overall schedule and identify those wliich can 
be influenced by timely follow-up, procedural adjustments or other 
measures which the Project Manager might take. Measurement and 
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reporting systems must then be set up to keep project management 
informed as to progress with respect to the schedule so that 
decisions can be made when changes or problems arise. AID must be 
tuned into the information flow at some point so that effective 
monitoring can take place. 

b. Planning for more complex projects which include several 
elements, or in which several contractors play a part and must 
interact, usually involves the preparation of a number of subsidiary 
schedules which are then corrbined and smrized in an overall, or 
"Master," schedule. The subsidiary schedules should contain all 
necessary detail while the Master Schedule might show only those 
events which will permit an assessment of overall progress -- an 
exercise of overall project management control. If networks are used 
in scheduling, the integrated Master Schedules must explicitly 
identify at what points delays occurring in events shown on one 
subsidiary schedule will affect events of another subactivity or the 
project schedule itself, e.g., affecting or changing the "critical 
path" of a network. 
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When using a "Master" schedule for more complex projects, every 
effort should be made to have subsidiary schedules prepared and 
operated by the organizational units responsible for that type or 
group of activities. This, of course, requires the use of a central 
planning team to insure that estimates and measurements are affected 
by each unit with enough uniformity to make the master schedule 
valid. How such subsidiary schedules and unit work plans are set up 
is a function of the project being implemented and which units or 
areas are expected to need the most control. 
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Subsidiary plans may be simple or complex depending upon the unit's 
responsibilities and experience of individuals using the plans, but 
the preference is to keep them simple. It is the strength and 
utility of subsidiary work plans that should command the attention of 
B/G managers and AID perso~el~because these unit plans foster better 
coordination between participants and support delegations of 
authority. By segregating these schedules, management can better 
focus on each unit's activities and how progress within the unit is 
affecting the overall project. A suggested general framework for 
segregating functional areas common to most projects is given below: 
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Subject Cbntents 

- Master Plan/Schedule Time-phased, diagrammed events or 
activities to be completed (by 
operational unit). 



- Logistics Schedule 

f 

i 
I,  - Procurement Plan 
3 
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-- Manpower Schedule 

EFFECTIVE DATE 
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- Financial Schedule 

Materials and equipment required, 
including transportation, 
warehousing and site arrival 
sequence (and, as appropriate, 
lands for structures). 

Procurement and contracting events 
for obtaining project goods, 
services and lands. 

Recruitment, training and 
personnel placement activities. 

Cmitment sequence, steps to 
install financing instruments and 
timing of major payments. 

<i 

I 
- Administrative Actions Schedule of important decisions, 

coordination actions, reporting 
arrangements, and transfers of 
authorities needed for management 

i & to be successful. 
t 

-- Evaluation Plan Data collection activities, timing 
'of reviews and actions. 

Each of the above schedules is keyed in time to the Overall Plan and 
represents all supporting resources and actions to each event.) 

A less complex project may cmine the above planning "derivatives" 
into one or more integrated overall plan. However, experience 
demonstrates that B/G organizations seldom have all necessary 
background skills within the project management group nor do they 

L, 
always have the in-house authorities expected within a "western" 
project operation (e.g., foreign payments or opening of Utters of 
Credit may be handled only by a Central Bank). Therefore, integrated 
"western" type project planning may have trouble on the assumptions 
side or overlook some of the extra conditions or action steps. 
Regardless of how simple or detailed such plans or subsidiary 
schedules may be, they should fit the management style and needs of 
the B/G Since numerous implementation decisions are inherent in the 
formulation and revision of plans and schedules, they must be largely 
a product of the B/G and other project participants to receive 
acceptance and utilization. A less sophisticated plan or schedule 
that is developed, updated and used by a B/G is far more valuable to 
aproject than a complete and complicated "planw that is "presented" 
to the project group by consultants or AID personnel. If 



professional planning assistance is needed by the B/G and AID during 
project development or early in he implementation phase, it should be 
planned for and obtained. But, for reasons mentioned above, these 
skills should "support" rather than "substitute for" Borrower/Grantee 
preparation of detailed operations plans and schedules. 

3. Methods for Preparing Schedules 
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a. A number of methods of scheduling are available. The choice 
between them should be based on considerations of suitability for the 
project to be scheduled, familiarity of the users with the scheduling 
method to be used and ease of updating the schedule. (See paragraph 
6, below, on the latter point.) A simple, relatively unsophisticated 
schedule which everyone concerned can readily understand and use is 
better than one so unfamiliar in technique and appearance to the 
users that it is neither used nor updated. 

r 
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(1) Table of Activities and Events. The simplest way of 
scheduling implementation activities and events is a tabular listing 
showing the activities or events in the sequence in which they are 
expected to occur and the time by which they should occur. This 
method is usually adequate for simple projects in which only few 
parties have action responsibilities. 

EFFECTIVE DATE 
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(2) Bar Graph. When several activities are scheduled to 
occur simultaneously or overlap in time, presentation of the schedule 
in bar graph form has the advantage of giving the user a "picture" of 
the sequence in which activities should begin and end, i.e., the 
terminal points constituting an "event," and of their simultaneity or 
overlap. The latter aspect permits conclusions, even though not 
directly evident from the graph, as to the effect a delay in one 
activity may have on another. Preparation and reading of a bar graph 
is usually not difficult; it should, therefore, be considered as a 
scheduling method whenever projects of moderate complexity are being 
planned for. 

(3) Networks 

(a) Networks like CPM or PERT are ideally suited for 
complex projects in which numerous activities must be analyzed, 
scheduled and integrated. They have the disadvantage of requiring 
considerable expertise both for preparation and use; moreover, it is 
often time-consuming to update them unless they are computerized. As 
a practical matter, CPM and PERT methodology should be used only if 
the scheduling is assigned to a contractor familiar with its use and 
having access to a computer for periodic updating, and if the 
Implementing Agency has staff experienced with the methodology. 



(b) Simplified networks showing the relationship between 
project elements and specific activities are not too difficult to 
prepare, but their updating may be cumbersome and might therefore be 
neglected. They are, however, useful in establishing the initial 
project schedule, no matter in what form it is subsequently cast, 
because they show visually at what points one activity affects 
another. 

L/ c. Additional Guidance 
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Fppendix 9A contains more detailed information on networking; 
additional information may be found in the "Training Wide for USAID 
Project Operating Support Systems," December 1977, published by 
M/PM/TD, and in numerous commercial publications. 

EFFECTIVE D A T E  
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4. Timing and Responsibility for Preparation 
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a. The signature of the Project Agreement marks the beginning 
of the project implementation period; its date is therefore the date 
from which all periods appearing in a schedule are normally counted. 
If the date of the Agreement is the reference point, it fixes the 
dates of scheduled activities and events. Preparation of the 
operations schedule can begin after AID has approved the project; 
but, at the latest, it would be started when the Project Agreement is 
signed. If they haven't been accomplished as "Closing Requirementsn 
(see Chapter 6), the first events to be scheduled are those relating 
to meeting the Conditions Precedent in the Project Agreement. Events 
relating to initial contracting for professional services or the 
procurement of same equipment can usually be scheduled at this time 
because initial steps can probably be taken before Conditions 
Precedent have been met. (Some "pre-implementation" steps may 
already be underway; see Chapter 10.) 

b. Subsequent events can frequently not be scheduled until a 
contractor for professional services, e.g., engineering, malaria 
specialist, has begun work. In many cases, such a contractor is 
given responsibility for preparing a "work plan" which should include 
a schedule of activities and events or, in the case of WE 
contractors, to prepare detailed designs and a construction 
schedule. Schedules prepared by such contractors are frequently 
accepted in their original or, after discussion, modified form, as 
the official schedule for implementing the balance of the project. 
In such cases, scheduling inputs by the B/G or AID are minimal. If a 
contractor has responsibilities for only one project element among 
several, overall or other scheduling actions by the B/G are normally 



required. One or more other contractors may submit schedules, in 
which case those schedules must be integrated, or, if no other 
contractors with scheduling responsibilities are involved, separate 
schedules for the remaining elements must be prepared by the B/G and 
integrated into an overall schedule. 

c. Depending on the experience of the Implementing Agency, it 
may be able to assume most or all of these operational scheduling 
responsibilities. If the B/G Agency needs assistance, it might be 
provided by planning consultants, or the AID Mission may be called 
upon to assist the B/G. In extreme cases, AID may have to assume 
responsibility for this task. Since planning and scheduling are 
integral parts of the project management function, they should always 
be carried out in close collaboration with the Implementing Agency 
project management group. 
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d. It is clear from the foregoing discussion that preparation 
of the operational implementation plan is in most cases a task that 
stretches over a considerable period of time. It is, therefore, 
advisable that the plan be prepared first to cover only those 
activities and events which can reasonably be estimated and must 
quickly be controlled shortly after the Project Agreement is signed. 
These partial plans should be promptly agreed to and implemented by 
the B/G Agency since slippage controlled at the beginning of a 
project has been proven to be the most potentially cost-effective of 
management actions over the entire project life cycle. Scheduling of 
the balance of the proaect can be completed and agreed upon as soon 
as remaining events can be estimated and scheduled. 
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5. Updating Schedules 

a. Changes in the Project Environment. Besides recognizing the 
advantages of detailed planning during initial implementation phases, 
AID accepts that projects take place within dyndc environments and 
that changes and re-planning will be the norm rather than the 
exception. If project management is to effectively pursue the 
achievement of project objectives under changing conditions, it will 
have to make adjustments in its implementation methods, plans and 
schedules. AID does not consider historical plans and schedules to 
be sacred and endorses their revision whenever necessary to support 
the effective pursuit of project objectives. (See Chapter 13, 
Project Modifications.) Because timing is important and planning or 
re-planning often accomplished under pressured conditions, continuous 
collaboration is encouraged between B/G , other project participants, 
and AID personnel. lb the extent all parties are "current" on 
problems or changes being encountered and possible solutions thereto, 
planning for and the initiation of corrective actions can be 
accomplished more effectively. 



b. Updating. An implementation schedule is useless as a tool 
for managing and monitoring a project unless it is updated to reflect 
actual accomplishments. mere are probably no projects in which all 
of the actual and scheduled dates were exactly the same. Updating 
involves not only inserting in the schedule "actual" for "planned" 
dates as they occur, but reviewing or assessfng the impact which a 
delay -- or, occasionally, a speed-up -- may have on the overall 
schedule. This review should include an analysis of the necessity or 
advisability and cost of rescheduling other activities to permit, if 
possible, adherence to the overall schedule or, at least, to mitigate 
the negative effects of a change. Such reviews and analyses will be 
of little value if schedules are not updated periodically or, at a 
minimum, whenever a substantial delay in an event becomes apparent. 
Updating schedules and changing the scheduled sequences and durations 
of activities are essential elements of project management. Having 
to change a schedule should, therefore, not be viewed as a sign of 
"failure" to maintain progress. If done after a thorough analysis of 
the situation and with the intent of optimizing remaining project 
actions, schedule changes can be evidence of good project 
management. Besides, from the viewpoint of AID monitoring, 
periodically comparing actual accomplishments with schedules provides 
an opportunity for dialogue and consultations with B/G agencies and 
contractors directed toward activity forecasting and finding the most 
cost-effective approaches for completing the remainder of a project. 

Updating schedules requires first noting on the existing schedule 
actual accomplishments. In bar graphs, this is usually done by 
adding to the bar representing the scheduled duration of an activity 
(usually shown in outline) a second bar (usually shown solid) 
representing the actual duration. (Symbols may be used to indicate 
specific events if the period covered by the bar includes several 
related events.) As noted earlier, updating complex PERT or CPM 
networks usually requires technical expertise and/or a computer. 
Tabular schedules can include a separate column in which actual dates 
are recorded. The most important issues for the user are, however, 
to establish where a project is at any point in time and to be able 
to forecast certain or likely delays, their potential impact, and the 
exploration of remedies therefor. 
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6. Use of Schedules During Implementation 

EFFECTIVE DATE 

September 30, 1982 
.... 
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Planning and scheduling, like any management tool, may not produce 
the desired results unless it is properly chosen for the task, used 
within its technological limitations and supported by other actions 
or elements essential to the implementation process. Planning is of 
little value without objective management analysis and decision 
making, timely action taking and periodic evaluative assessments. 
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Many good operations planning techniques (PERT, CPM, GANTT, etc.) 
have been developed to minimize planning and scheduling problems, but 
they are often only productive if applied by trained people within 
the proper environments. They also entail underlying preconditions 
such as participant experience, availability of resources and 
delegation of authorities among all personnel in charge of 
subactivities. If the B/G management group doesn't have some of 
these capabilities or the project manager won't or can't delegate 
authority for decisions and actions, then these sophisticated 
planning tools may become little more than an interesting chart on 
the wall that is quickly outdated by the passage of time. For 
certain types of projects, e.g., institution building, the 
mechanistic application of a detailed plan may result in all 
subactivities being accomplished in an orderly and purposeful 
manner. However, the objective of the project. e.g., to build 
people's capacities to function together, may be overrun. Many 
activities have been well planned but encountered serious 
implementation problems because scheduling was unrealistic, resource 
allocations inadequate and/or the project management team spread too 
thin for daily control. 

Nevertheless, many unsuccessful actions could have been kept under 
control or guided to achieve intended objectives had management been 
informed on progress and had adequate plans and schedules been 
available to support daily decision making. Allocation of scare 
resources, coordination of participants and management of changes can 
seldom be made correctly if a tool isn't available with which to 
evaluate cost and time implications of different decision 
alternatives. 
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7. Scheduling Problems 
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a. Ceneral. Planning and the implementation of individual 
subsidiary schedules can be a problem in most any project. However, 
certain schedules or areas historically attract more than the average 
share of mishaps, i.e., procurement, contracting, financial 
operations. mese areas are beset with more problems because they: 
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-- usually have far more sub-activities to be implemented; 

- are usually widely dispersed geographically and more 
sensitive to external factors and therefore less 
controllable ; 

- require more elaborate comications and coordination 
1 inkages ; 

- represent areas of inexperience and inadequate authority to 
act independently within both the B/G Agency and possibly 
AID ; 



-- are traditionally the most restricted in that B/G and AID 
procedures often dictate how actions are to be accomplished. 

Since communications and reporting are fragile or at best somewhat 
delayed features of most project management systems, problems arising 
from the above areas are difficult to forecast. The end result is a 
mangement problem that can cause delay to the overall activity or 
increase costs. Other typical scheduling and implementation problem 

L/ areas are discussed in Appendix 9B. 
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b. Accuracy in Scheduling and Measurement. Even though there 
are many potential problem areas related to planning and scheduling, 

EFFECTIVE DATE 
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the two most critical weaknesses are: (1) overly optimistic designs 
and schedules, and (2) untimely or inaccurate measurement and 
reporting. Many projects do not keep up with their schedules, 
experience cost overruns or fail to deliver an adequate measure of 
benefits because of internal management deficiencies. However, many 
projects appear beset with like deficiencies but, in fact, are 
performing quite well under the circumstances. The only problem may 
be that the scheduling or expectations are inaccurate, i.e., not 
up-to-date, or unrealistic. The pursuit of overly optimistic plans 
and schedules can result in management or financing errors or delays, 
e.g., ordering too many supplies, running out of funds for certain 
contracts, that are just as costly as those resulting from 
lackadaisical pursuit of properly scheduled activities. Thus, when 
projects are not meeting schedules and budgets, planners and managers 
should simultaneously check the paper projections as well as 
operational conditions to be sure that corrective actions will in 
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fact be realistic and cost-effective. In this respect, cost and 
scheduling control are possible only by controlling the physical 
things which cost money and take time. Cost control is - not achieved 
through the zealous and abstract pursuit of (possibly unrealistic or 
incorrect ) plans and budgets. Considerable thought and attention 
must also be given to measurement and reporting/information systems b to ensure that the project management group, and the AID monitor, 
have accurate and timely information on project activities, 
especially when the undertaking is more complex and activities are 
widely dispersed geographically. As much energy should be invested 
in the establishment and operation of a good reporting system as goes 
into the planning and scheduling/rescheduling of project elements. 

c. Procurement and Contracting Control. For many projects, 
rocurement planning and control may be as important as all other 

!spects of planning combined. The AID-financed portion of most 
projects usually involves the procurement of goods and services from 
within or outside of the recipient country. The timely arrival of 
such inputs can become such a problem that the B/G Agency has little 



time to manage inputs to produce the intended outputs and then 
benefits. It is for these reasons that procurement planning is given 
special enphasis. Appendix 9C provides additional guidance on the 
design, planning and implementation of procurement actions. As noted 
in Chapter 3, if a project envisions extensive or complex procurement 
actions, a separate procurement "plann or subsidiary schedule must be 
developed. mere are usually a number of options, e.g., nationality 
and source authorities, procedures, which have to be examined to 
arrive at a procurement approach which meets the needs of the project 
and satisfies the legal requirements and conditions of the B/G and 
AID. All of these factors should have been researched prior to 
authorization and negotiation of the project. However, as noted in 
Appendix 9C, some inputs may only be specified after the project is 
underway, therefore completion of procurement planning and the 
control thereof will be significant responsibilities to be addressed 
during the development of initial operational plans. 

d. Financial Planninq 

(1) Financial planning has three principal segments, i.e., 
budgeting of funds needed for implementation of the project, the 
installation of financing instruments which will make such funds 
available for disbursement, and financial/cost reporting. 

( 2 )  Budgeting usually involves both the B/G and AID because 
both normally must make funds available for the project. Budgeting 
may also require actions on the part of other project participants. 
Most of AID's budgeting actions are completed by the time a project 
is authorized. However, additional budgeting actions will be needed 
if projects are incrementally funded. In that case, funds needed in 
years following the one in which the project is authorized must be 
included in AID's budget requests. Such actions will have to be 
planned for and carried out to avoid problems or delays in the 
project. The B/G or its Implementing Agency usually does not include 
in one year's budget all the funds it undertakes to provide. Such 
contributions are usually made available from annual funds. It is, 
therefore, important to agree with the B/G when and for what amounts 
it has to obtain a budget for subsequent implementation years. 
Budgeting by the B/G and other participants likewise usually involves 
actions which must be planned, implemented and monitored. 

Budgeting by the B/G and, to the extent needed after the 
authorization, by AID is based on a forecast of the expenditures 
expected to be made in a given future period. Expenditure 
forecasting, in turn, presumes the existence of an implementation 
schedule from which the amounts needed to provide scheduled inputs 
(such as land acquisition, payments to contractors and suppliers, the 
administrative costs of the Implementing Agency, etc.) can be 
deduced. An "expenditure budget" thus is the connecting link between 
the implementation schedule and budgeting. 



Expenditure Budgets, also called Disbursement Schedules, are 
initially prepared during project design and presented in the PP (see 
Chapter 3 and its Appendices.) They must be reviewed and updated as 
soon as additional information becomes available on contracting, 
procurement and other project expenditures (actual cost versus 
expected cost), and periodically thereafter, to provide a current 
picture of expenditures yet to be made. An up-to4ate expenditure 
budget is indispensable for developing an estimate of the "cost to 
complete" for each element of a project. "Cost to complete" 

(C.l estimatesmustbeaccuratetopermit judgmentsastotheadequacyof 
funds originally agreed to be provided for the project by the B/G, 
AID and, if any, other participants. B/G and AID personnel must be 
able to accurately forecast final budget needs of each project 
element (and recurrent cost needs) well before a project reaches the 
end of the implementation stage. If final project costs and 
recurrent costs are not properly covered, the project could suffer 
extensive delays in or even be thwarted in its "operations" or 
benefit generation phase. 

(3) Disbursements: Individual disbursements cannot be 
scheduled independently because their timing depends on the 
occurrence of other events, such as partial or complete performance 
by contactors or suppliers. Planning for disbursements, other than 
in the context of expenditure budgeting discussed above, relates 
primarily to the development of procedures for establishing 
disbursement instruments (e.g., Letters of Commitment and Letters of 
Credit) and for making payment to contractors and suppliers (e.g., 
certification by the B/G of invoices or approval of vouchers by AID 
when required). The disbursement techniques which are used by AID 
are discussed in Chapter 3 and Handbook 19. Some steps in the 
overall process must often be acmnplished by parties other than AID 
and the B/G Agency (e.g., opening ktters of Credit through a Central 
Bank or comnercial bank); therefore careful planning and monitoring 
of such actions are needed. Clunulative disbursement schedules for 
each major project element and for the overall project itself need to 
be estimated by quarter and actual disbursements compared therewith 
over time. Keeping such planned versus actual disbursement schedules 
and comparing them with physical progress are key features in cost to 
complete forecasting and cost control activities. 
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8. Organizational Arrangements 

I EFFECTIVE DATE 

September 30, 1982 AID HANDBOOK 3, Chapter 9 

Beyond planning for activities and events which must be undertaken 
during implementation, project management must often plan for and 
make organizational arrangements to get itself started and the work 
done. The basic step in this management exercise is to divide up 

u overall responsibilities and functions and assign them to appropriate 

TRANS. MEMO NO. 
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organizational units and/or participants. Along with such 
assignments of responsibility (and subsidiary plans and schedules) 
must go the basic resources for pursuing them, i.e., the personnel, 
material and financial resources. Such is often complicated and can 
require separate action and coordination plans. 

Delegations of authority must be compatible with assigned 
responsibilities. Organizational arrangements must be made with a 
view toward the coordination and/or management capabilities of the 
project management group. If subsidiary activities are well planned, 
workloads properly assessed and then matched with organizational 
resources, the direction and coordination burdens of project 
management will be lessened. The project team must, however, have 
unit measurement and reporting mechanisms which will keep everyone 
adequately advised on the status of activities and identify 
deviations from plans and schedules in a timely manner. Progress 
targets and a well-planned and supervised project acounting and 
information system will normally provide the data needed to 
coordinate activities. 
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APPENDIX 9A 

AID HANDBOOK 3 ,  Chapter 9 

GUIDANCE ON IMPLEMENTATION PLANNING 

The AID project officer is responsible for seeing that adequate 
implementation planning is being accomplished. Such plans should be 
based on general recipient country experiences as well as the project's 
specific methods and requirements for resources, personal services, 
training, and commodities. A clear understanding of the environment in 
which a project will operate is also an essential ingredient for 
realistic planning. Project plans should be developed with full 
participation by the cooperating country ministries and, when indicated, 
appropriate multilateral assistance agencies. If an implementation agent 
is to be used, e.g., consulting firm, detailed planning should often 
await the consultants' inputs. This will further their agreement, 
understanding, and support for the scope, aims and manner of 
implementation of the project. 

1 TRANS. M E M O  NO. 
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The implementation plans and schedules developed for the PP (see Chapter 
3) will require verification and updating when implementation of a 
project begins. More detailed plans than were possible at the PP stage 
must be developed shortly after project approval or obligation so that 
project management can begin the day-to4ay direction of project 
activities without any loss of momentum. 

Implementation plans will vary depending on the t p  of project involved, 
its complexity, and the skills possessed by the participating parties. 
At the minimum, however, they should indicate the scheduling of all 
required events and activities and the dependent relationships between 
them. Besides the planning of events that lead to achievement of 
objectives, the project management group must often plan the internal 
steps of the event so that it can in fact happen. In any case, plans 
should provide management with the information necessary to direct the 
work in an efficient manner, determine progress at any point and focus on 
upcoming activities critical to the timely and cost-effective achievement 
of the project purpose. Information on PERT, bar graph (GANTT charts) 
and CPM planning approaches is provided in this Appendix. 

EFFECTIVE D A T E  

September 30, 1982 

For the more complex projects it may be desirable to use a networking 
system as a tool to assist in the management of the project 
implementation. Such systems should be a part of the Implementation Plan 
and maintained by the B/G, its consultant and/or AID project manager, as 
appropriate. The value of such systems will depend on the ability of the 
B/G and/or AID to develop and maintain them and then use them as a tool 
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of project management. Both Capital and Tkchnical Assistance Projects 
can utilize them in a variety of situations. The following are brief 
descriptions of three of the more comnly used planning systems. 

APP 9A 

Various training manuals such as the PERT/CPM/LPB Project Manaqement 
Systems for Economic Development (published by A.I.D., third printing 
January 1975, reference library P658A265d) will provide information on 
hcrw to-establish and use these-systems. Other sources should be 
consulted for guidance on the organizational structures and management 
information systems needed to support these schedules. It should be kept 
in mind, however, that none of these systems makes decisions, they only 
identify activities to be undertaken and provide a basis for forecasting, 
the measurement of progress and decision-making by management. 

- 
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PERT HIGHLIGHTS 

(C/ 

PERT IS A SYSTEM FOR MANAGEMENT 
BY OBJECTIVES, IT 

Improws communication and coordination 

AID HANDBOOK 3 ,  Chapter 9 

Aids in planning 

Establishe, sequence and dependency 
betweun significant project a d v  ities 

TRANS. MEMO NO. 
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Assiors in memating time, money, man- 
powcw and ot)rcw resources requited 

Provides for tealistic scheduling 

EFFECTIVE DATE 

September 30, 1982 

* Provides a structured reporting system for 
management during implementation 
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Displays planning, and status against plans, 
in a simplified graphic manner for easy 
comgrahdon 

Highlights amas for management attention 

Permits rapid overall p-m analysis 

Points up potential schedule slippages 
before the fact 

* Indi~~tes tha significanca of current slip 
and their probable impact on future 

euents 

* A&& in evaluating taqas, risks and 
rawards in I nchntive Con-ng 

* Supplments other managanent aids 

In *on, PERT enhances Management's abili- 
ty do plan and mrrasure progress against 
ObjedVeEL 
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HOW TO PERT - 1 

BUILDING THE NETWORK 

AID HANDBOOK 3,  Chapter 9 

Stwt by making a checklist of the project, 
detailing the major objectivm and suhbjec- 
tives that are required to mlrc.aQehllly attain 
the project's goals Them can be substantive 
hardware items, or they may be intangible 
elements The essential thing is that they be 
identified in terms of WHAT is required. 

TRANS. MEMO NO. 
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The checklist resembles an organization chart  
It does not reflect the physical organization 
of people or functions within a project, but 
rather b a mmns of thinking about the 
project as a whole. It is in effect, an organiza- 
tion dun of the project. and the eleme!nts 
esmtial to its attainment 

EFFECTIVE DATE 

September 30, 1982 

A t  different levels of ahgtraCb'on, mom and 
more details can lm identified for manage- 
ment consideration. The greater the detail th b 
p r o m  is carried to, the less likely it is that 
some eaential element will be overlooked. On 
the other hand, good judgement b rsquimd 
because it is usually nut neammy to itsmire a 
project down to the last *'homsd~oe nail" in 
this manner in an om-all plan. 

As a chedclist, this is invaluak in coordinat- 
ing with others. It ensures that someone b 
concerned about ewything consided 
~gbntial t D t h 0 p r o ~ a s i t w n b a u a d a s s  
mfemm for assignment of responsibilities. 

Having identified WHAT has to be considered, 
and in how muchdetail, the HOW must now 

3 
be determined. This is a proces of reviewing 
th &ecklim, c o ~ l t i n g  with the e x p m  in 
each area, and deueloping a special type of 
flow proas  chart of the significant activities 
(or tasks) that must be accomplished in order 
to attain the end items listed. The chart deve- 
loped is called a network. 

In building the -or* you must establish O*) 
what has to be done before another activity 
can start, what can follow after an activity has 
been completed, and which activities can be 
mied on co ncurrently . 

k should be considered a t  thit stage. 
Only the sequencing and dependency of asks 
in relation to OM, another, and significant 
events or check-points in the project. 

The networlc can be developed from the end 
9 

objectha backwards, from the start forward, 
or from any intarmediate point in either 
direction. Howeyer, when completed, it 
should be audited, to ensre that nothing 
significant has been omitted, that al l  h i t y  
flow. fmm left to right, that them are no 
loops, and thst averything relates to the 
ultimata end objective. 
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HOW TO PERT - 2 

NETWORK .DEFINITIONS AND SYMBOLS 

AID HANDBOOK 3, Chapter 9 

A NETWORK is a project plan in graphic on the network to determine times. Activi- 
form ties start and end in Events. 

TRANS. M E M O  NO. 
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@' A network consists principally of EVENTS 
and ACTIVITIES 

PAGE NO. 
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EVENTS are represented on the network 
by circles, squares, triangles, etc. and are 
check points in the project when things can 
be ident i f ied as having specifically 
occurred. Events consume neither time nor 
resources. They usually are indicated as 
Start, Complete, or Transfer Re~pons ib i l i~  
points. 

ACTIVITIES are time consuming tasks in 
the project. They are represented in the 
nemork by arrows. The tail of the arrow 
represents the start of the activity. The 
head represents i ts  completion. Frequently, 
activities are not time scaled. That is, the 
length of the arrow has no meaning. In  a 
non scalar network, calculations are made 

DUMMY ACTIVITIES are dotted arrows 
which indicate logical relationships and 
interdependencies between different 
events. They do not represent elapsed time, 
or activity. 

LEAD TIME is indicated by "hairpin curve 
arrows" where it is a fixed constraint 
between two events. 

MERGE POINT - where more than one 
activity terminates in an went. 

BURST POINT - where more than one 
activity originates from an event. 

SAMPLE NETWORK 
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HOW TO PERT - 3 

SUMMARIZING AND INTEGRATING NETWORKS 

PAGE NO. 

9A-6  

Often, for complex projects, it is necessary to build a whole hierarchy of networks for manage- 
ment purposes, summarizing a t  a general level for top management review, and breaking these 
summary activiti,es down into "fragnets" for more detailed monitoring and management control 
a t  other levels. 

AID HANDBOOK 3 ,  Chapter 9 
EFFECTIVE DATE 

September30,1982 
TRANS. MEMO NO. 

3: 43 
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3;43 
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PAGE NO. 
9A-7 



APP 9A 

Highlights 

Easy to draw 

PAGE NO. 

9 ~ ~ 8  

HOW TO PERT - 6 

PRESENTATION BY BAR GRAPHS 

Can be reduced to small scale 

AID HANDBOOK 3 ,  Chapter 9 
EFFECTIVE DATE 

September 30, 1982 

Easy to comprehend; familiar to manage- 
ment and operating personnel 

TRANS. MEMO NO. 
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Derived from network, therefore depend- 
encies implicit 

Float and Slack are shown for each activity 

Bars can be grouped by functional.work 
areas if desired 

After the network has been calculated, and 
scheduled, a presentation to management and 
to line supervisors is often enhanced if the 
data is presented in the form of the more 
familiar bar chart. 

This can be done quite easily from either a 
non-scalar or a time scaled network by identi- 
fying the various activities on the "stub!' in 

terms of their beginning and ending events, 
and plotting the activity as scheduled. ' 

The principle advantage of deriving the bar 
chart from the network instead of proceeding 
directly to the preparation of a bar chart 

3 
during the planning stage is that the inter- 
dependencies between activities and events is 
developed in the network and reflecteu in the 
bar chart. The impact of these constraints in 
terms of the critical path, float and slack can 
be shown quite clearly on the derived bar 
chart as additional information. Further, 
activities can be regrouped according to 
management's desires without cluttering up 
the picture with dummy activities, as would 
be necessary in using a network for presenta- 
tion purposes. 

3 
The limitation of this format is the same as 
that of the time scaled network. It orily 
represents a "still shot" of the project. As 
time overtakes events, new charts must be 
developed to present the latest situation, as 
reflected by the non-linear network "model". 
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Activity 

A - B  

A - C  

PAGE NO. 

9 A - 9  

C - D  

B - E  

EFFECTIVE DATE 

Septaber 3Q, 1982 AID HANDBOOK 3,  Chapter 9 

0 - E  

E - F  

TRANS.  M E M O  NO.  
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G - H  

F - l  

BAR GRAPH - DERIVED FROM NETWORK 

(Showing TL And Scheduled Slack) 

TSOf Successor 

Float - 
I d 1  

Slack 



CRITICAL PATH METHOD (CPM) 

APP 9A 

CPM -WHAT I T  IS AND WHAT 
IT CAN DO 

CPM is a network based system which 

PAGE NO. TRANS. MEMO NO. 

Provides the advantages of PERT, 

EFFECTIVE DATE 

plus 

t 

Cost optimizing for activities 

The Critical Path Method (CPM)' is very 
similar to PERT. I t  uses a network as a base, 
employs similar time calculations and the 
critical path concept. I t  is activity rather than 
event oriented, and its emphasis in use has 
been in the management of well defined 
projects such as highway construction. 

The principal significant difference between 
CPM and PERT is in CPM's approach to cost 
management. In CPM, direct costs are 
estimated for each activity as well as time, 
providing managemeot with a basis for 
optimizing timelcost tradeoffs. 

9A- 10 AID  HANDBOOK 3, Chapter 9 

Because CPM is used on activities which are 
generally definable in terms of time and cost, 
the approach has bee11 taken to estimate using 
two times and two costs for each activitv. and . . 
data for decision making as follows:- 

Tn Normal Time 

3:43 

Cn Normal Cost 

September 30, 1982 

T, Crash Time 

Cc Crash Cost 

Rate, or 
Cost per Week = Cc - Cn 

to accelerate Tn - Tc 

G haloprd in 1957 by penonnet of E.I. du Pont do 
Nemoun & Co. and Remingtori Rand. 

Obviously, "normal time" varies from situa- 
tion to situation, but can probably best be 
equated in concept with the PERT "most 
likely" time. Normal cost then includes what- 
ever direct costs would likely be incurred 
under these conditions - men, material, equip- 
ment. "Crash time" can similarly be equated 
to PERT "optimistic" time. 

Usually, the crash time may be considerably 
less than normal time but the crash cost is 
likely to climb dramatically over the normal 
cost. This is because of such factors as extra 
personnel, overtime andlor equipment which 
may be necessary in order to speed up work. 
Some activities may be "eitherlor" situations. 
That is, instead of increasing incrementally 
from normal to crash, these may be the only 
options open. 

Generally, in addition to costing different 
amounts and taking differing periods of time 
to complete, activitie3 will vary in the rate of 
increase necessary to go from normal to  crash 
conditions. These increases over time can be 
plotted for each activity, and "cost slopes" 
can be derived from the formula shown. 

With this data, it is then possible to selectively 
crash critical activities only to the extent 
necessary, taking advantage of activity float 
and costs slopes to eliminate unnecessary 
costs. From the range of possibilities present- 
ed, the most economical plan can be 
developed, and the additional anticipated 
costs or savings can be compared for other 
time planning considerations. 

Appropriate cost incentives for acceleration 
can also be readily determined by this 
method. 
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CPM TIMEICOST OPTIONS 

From the data on the network a table i s  constructed as shown below: 

AID HANDBOOK 3 ,  Chapter 9 TRANS. MEMO NO. 
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NOTE: The above table has k e n  compiled in ascending Cost per Week order. 

EFFECTIVE DATE 

September 30,  1982 

Actual 
Selection 

/ / 

/ / 

/ 

/ 

/ 

/ / 

Activity 

r 

E - F  

A - D 

Crash 
cost 

12 

20 

Normal 
Cost 

6 

16 

Cost Per 
Week To 

Accelerate 

3 

4 

18 

Time Range 

To 
Accelerate 

2 

1 

4.5 

5 

5.5 

7 

7.5 

25 

- 

B - E  

A - B  

C - D  

C - F 

C - E  

A - C  

2 

1 

2 

1 

2 

1 

- 

8 

17 

8 

15 

15 

12 

13 

28 

15 

30 

40 

12 
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CPM - TIME/COST TRADEOFFS 

The network is calculated based on its normal 
times = 15 weeks 
It is then recalculated based on its crash 
times = 11 weeks 

PAGE NO. 
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Thus, i f  the project were to proceed with 
every activity programmed at the normal rate, 
it could be expected to take 15 weeks and 

CCI/ cost $106. On the other hand if everything 
was accelerated to maximum crash time in 
order to complete a t  the earliest possible date, 
the costs wou Id rise to $1 88. 

EFFECTIVE DATE 

September 30, 1982 AIDHANDBOOK 3,  Chapter 9 

However there wou Id be unnecessary accelera- 
tion (and cost) in some activities because of 
the built-in constraints of  the network. 
"Hurry up and wait" would occur in several 
activities because of built-in float time. 

TRANS. MEMO NO. 
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The following illustrates the CPM process:- 

Cost Time -- 
Critical Path: A - B - E - F 106- 15 

Accelerate lowest costing 
activity on the critical path: 
EF 3-1 

New Critical Paths: 109 14 
A-6-E-Fand_ 
A-C- D - F  
Accelerate lowest costing 
activities on the critical paths: 
DF & EF 7.5 -1 

L. New Critical Paths: 
A - C - F  -- 
A - C - 0 - F a n d  116.5 13 
A - 6 - E - F  
Accelerate lowest costing 
activities on the critical paths: 
CF OF & BE 

New Critical Paths: 
A - C - 0 - F  
A - C - F a n d  
A - 0 - E - F  
Accelerate lowest costing 
activities on the critical paths: 
A0 CD CF 20 -1 

All  Paths Critical at this point 'iT 

Now that the network has been reduced to 
the maximum crash time, attempting to crash 
beyond this point will cost additional money 
without gaining time. There is generally a 
sharp increase in cost per week as each 
successive week is gained, and more and more 
activities become critical. Occasionally instead 
of crashing the lowest costing activities, a 
higher costing activity which is common to 
more than one path may be crashed with an 
overall savings. In other words, one high cost 
activity may be cheaper than two lower ones. 

Thus, the project can be planned for 11 weeks 
at a cost of $153.5-a saving of $34.5, or 
more than 18% in direct costs over "all 
crash"! 1 1 

CPM TIME/COST OPTIMIZATION 

To determine the optimum point for planning 
purposes, al l  costs and benefits should be 
consiaered. This can be done by constructing 
a matrix showing the following information 
for each alternative time: 

1. ~ i i e c t  costs (just calculated) 

2. Indirect costs (fixed overhead - salaries, 
rental of equipment and fgcilities, 
insurance, bonds, etc.) 

3. Utility costs (penalties for late completion 
or delivery) 

4. Total costs (the sum of direct,.indirect and 
utility costs) 

5. Economic benefits (gros income from 
sales, or contract delivery price) 

6. Utility benefits (incentive bonus or pay- 
ments for early completion or delivery) 

7. Total benefits (the sum of economic and 
utility benefits) 

8. Net profit (total benefits less total costs) 
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CPM - TIME/COST OPTIMIZATION By examination, the optimum time can then 
be identified for either the least cost, the 
most profit, or the largest benefitlcost ratio, 
as desired. Of course, this is only meant to 
provide guidance for management. Managers 
may select any course of action they desire 
depending upon the circumstances surround- 
ing the particular project in question. For 
example, it may not always be advisable to 
plan on'crashing the last few activities in the 
project. I t  may be more expedient to crash 
earlier activities (regardless of cost) as an 
insurance factor against presently unforseen 
delays in later activities. Careful pianning and 
analysis of possible alternatives ahead of lime 
can assist management in making risks more 
calculated and less intuitive. 

AID HANDBOOK 3 ,  Chapter 9 
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APPENDIX 9B 

AID HANDBOOK 3, Chapter 9 

IMPLEMENTATION PLANNING - A REVIEW OF KEY 
IMPLEMENTATION PROBLEM AREAS 

There are a variety of planning techniques available for use by AID and 
B/G project managers. How helpful these tools will be to project 
management will depend upon the quality of the planning tool and the 
skills and motivation of the user. Good management planning should cover: 

TRANS.  M E M O  NO. 
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-- What events must take place; 

-- Who is responsible for action; 

EFFECTIVE D A T E  

September 30, 1982 

-- What resources are needed to accomplish events; 

PAGE NO. 
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-- When events should take place; 

-- What are the interdependencies among events; 

-- How events should be accomplished; 

-- What are the criteria for successfully completing events; 

-- How the overall scheme of events is constituted and related to 
the rest of the project environment, and 

-- When things aren't proceeding in accordance with the planned 
scheme, what events are involved and what are management's 
action alternatives. 

Notwithstanding its potential benefits, planning can, in some instances, 

I, 
represent a negative drain on project management resources if it is 
improperly done or not used, or the project environment is so dynamic 
that a "control mechanism," i.e., a detailed plan, overly influences 
decision making to the point that the wrong task is accomplished just 
because it was the "next" event in an outdated plan. Thus makers and 
users of plans must be careful to have plans that are accurate and 
relevant to the situation being considered. If plans are not relevant 
and up to date, then managers might do better by reliance on objective 
and thorough assessment of problems, good judgment and reasoned decision 
making. 
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lb help make and keep plans relevant and accurate, project planners and 
managers must be in close touch with daily project events and have a 
general appreciation for problems which can arise in the future. This 
information is essential to good forecasting. The project reporting 
system must keep planners informed on the status of specific events. 
Awareness of other country-specific program or project experiences will 
also help in forecasting and decision making. Notwithstanding, there are 
numerous general problem areas or bottlenecks that are common to 
development projects. A listing of some of the more common ones is 
provided below for information. Planners and managers should remain 
aware of such potential problem areas and include them in their 
consideration of relevant factors when making or amending project design 
and plans. 

1. Project Design Deficiencies 

AID HANDBOOK 3 ,  Chapter 9 

Deficiencies in project design are an important cause of implementation 
problems. Therefore, one of the first steps in planning is to thoroughly 
review design assumptions and elements to ensure they correspond to the 
project environment. Correction of design deficiencies must be 
accomplished in time to avoid planning errors. 
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(Design deficiencies are most prevalent in -~eople-oriented and complex 
projects in agriculture, education and health. Insufficient borrower 
involvement with project preparation has also been a contributing factor 
in design deficiencies.) 

EFFECTIVE D A T E  
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2. Unrealistic Planninq 

Many project designs are too optimistic regarding capabilities of 
participants, input levels required and when and how many outputs can be 
produced. Being too optimistic, or in some cases unrealistic, leads to 
planning and management errors that result in even greater implementation 
inefficiencies. If expectations and capacities aren't in reasonable 
balance, potentially sufficient management talents can be totally 
overwhelmed by the pursuit of false targets. Unrealistic scheduling must 
therefore be minimized. Planners must assess the validity of assumptions 
and other design factors and focus on targets that will stretch but not 
rupture input capacities and schedules. 

3. Project Start-Up Period 

The early period in the life of the project, i.e., planning, organizing 
and start-up activities, is dominant in determining the overall time 
schedule for implementation. In terms of control, this is the phase most 
responsive to the application of increased resources and normally the 
most cost-effectivefor accelerating. (PERT and CPM planning techniques 



refer to this acceleration as "crashing" the activity.) Planners must 
get early phase activities mapped out and management must organize 
resources and start activities promptly or valuable time and money will 
be permanently lost. 
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4. Plannins in Differins Sectors 

AID HANDBOOK 3,  Chapter 9 

There are substantial differences in implementation rates among sectors 
and, at times, differences between a project's physical progress and 
financial disbursement progress. Projects in education, human resources 
development, agriculture and health and sanitation can seldom be 
scheduled as early as in other sectors. Planners must distinguish 
between "project" or "objective" oriented organizations (e.g., a power 
agency) and "process" oriented organizations (e.g., a health ministry), 
because the latter usually have difficulty shifting their management 
styles to active scheduling and tight control of project inputs and 
activities. The planning techniques that work best for each group will 
probably be different because project and administrative actions will 
vary in their need for daily measurement and control. 

Scheduling and Definition of Delays 
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There is no concrete and precise definition of "delay": A difference in 
timing between scheduled actions or events and real actions or events 
constitutes a delay. However, consideration must be given as to whether 
the difference is due to a planning error or an implementation 
inefficiency. The same question is valid when a project or element 
finishes "early" or "on time," i.e., the work may be efficient (or 
delayed), but it is not measurable in an abstract sense because the 
scheduling was too generous. 

Planners must be objective and accurate when preparing schedules so that 
later measurements and comparisons will constitute meaningful information 
for project management. Many schedules prepared at time of project 
appraisal were intended as targets; therefore, planners must bring these 
targets in line with reality so that they represent best estimates as to 
what should happen during implementation. Sufficient time must be 
allowed for such essential activities as recruiting staff, hiring 
consultants, procuring equipment and materials and negotiating contracts, 
because significant differences between schedules and events often 
appear. Planners must also ensure that interim events or sub-activities 
are scheduled and acknowledged in the project reporting system so that 
management can take corrective action before a "delay" is finally 
incur red. 

EFFECTIVE D A T E  
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Planners should be responsible for planning and scheduling errors (paper 
delays). Project managers should be responsible for implementation 
inefficiencies which vary from reasonable plans and whose causes, in 
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retrospect, appear to have been avoidable (real delays). If a change has 
occurred in the project environment which requires a design, planning, or 
implementation change, planners and managers should jointly work out the 
change. (This latter situation is a project modification and should not, 
in most instances, be considered a "delay" even though the implementation 
schedule is changed.) 

6. Typical Implementation Constraints 

AID HANDBOOK 3 Chapter 9 
3 

The following are additional factors that often contribute to planning 
errors and implementation inefficiencies. 
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- Failure to fully collaborate with the Borrower/Grantee, other 
donors and participants in project design and initial planning 
exercises; 

EFFECTIVE DATE 
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- Problems or inadequacies during negotiations which failed to 
generate understanding and commitment by all parties; 

-- Shortcomings in adapting the project to the Borrower/Grantee 
organization or institutional framework, especially in the areas 
of management, decision making authorities and resources control; 

-- Designing projects that are too complex, or technically 
inappropriate; 

- Ehcountering highly complicated or detailed procurement and 
contracting procedures, including cumbersome prequalification 
methods, bidding systems, and clearance processes prior to 
contract negotiations; 

-- Problems in contract administration, especially relating to 
controlling scopes of work, performance of contractors and 
timely payment for eligible expenditures; 

-- Inability to develop and operate an adequate logistics control 
mechanism which funnels inputs into the project on a scheduled 
basis; 

- Failure to establish clear lines of authority and levels of 
responsibility among participants and donors; 

-- Inability of project organizations to recruit, train and retain 
qualified personnel; 

- Reluctance by B/G to hire and utilize consultants for project 
activities, especially regarding project management assistance 
and positions which embody approvals for disbursements; 
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-- Problems in acquiring land titles or right-of-ways for project 
facilities, or the passage of laws enabling project 
implementation; 

-- Delays in construction activities due to natural causes, 
equipment problems, union activity, delayed payments to 
contractors, etc.; 

EFFECTIVE DATE PAGE NO. 
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-- Difficulties with project financing sources and instruments, 
i.e., letters of credit, revolving funds, etc., and contractor 
financial problems; 
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-- Incorrect anticipation of participant and beneficiary responses 
(e.g., an over-estimation of risk-taking abilities of the 
beneficiaries), usually caused by a lack of understanding of 
local customs and conditions; 

-- Changes in the political or socio-economic environment, 
including problems created by rapid inflation and political 
upheaval ; 

- Inadequate provision for contingencies regarding both financial 
and physical inputs; 

-- Delays in obtaining required approvals within B/G, donor and 
participant organizations and/or absences of requisite staff to 
perform other essential project support functions, and 

-- General delays caused by procedural requirements established by 
B/G and donor organizations. 

7. Guidelines for Improving the Transition from 
Project Implementation to Project Operations 

Preparing for managing a smooth transition into the operations phase 
naturally begins during project design and is to be carefully covered in 
negotiations and planning. Such preparations should also be regularly 
coordinated with other implementation elements. However, the realities 
are that the initial phases or "physical" part of the project get more 
attention because they are tangible and of more irmdiate management 
concern. ?he following are a few suggested actions for maintaining 
perspectives on project operation needs and making the transition a 
timely and successful one. 

-- Keep the "operating" phase and objectives in management focus 
all during early project activities. 
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Ehsure that project planning recognizes all elements of 
operations and that scheduling "lead times," especially for 
technical assistance, training and B/G administrative and 
organizational development are realistic. 

Check original project assumptions regarding operations elements 
and realign if necessary as the project environment or design 
changes. 
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Don't assume that B/G project construction personnel will be 
available to support training and start up activities. This is 
seldom possible owing to the demands of implementation problems 
and delays. (Also, don't assume that "operating" personnel can 
manage construction phases.) 
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Don't excessively delay the initiation of training/operations 
activities if construction is delayed, because preparations for 
training and operations are just as subject to extensive 
delays. The economic cost of an empty facility is usually far 
greater than of a few months of extra "trainee" operator 
salaries . 

EFFECTIVE DATE 
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Reserve a sizeable contingency factor in the training and 
operations budget to cover salary extensions, losses of original 
trainees and unforeseen expenses. 

Use "pilot" facilities for testing training assumptions and 
bringing trainees "up to speed" in actual operations wherever 
possible. . 
Expose future operations personnel to design/construction 
activities to increase familiarity and understanding of the 
physical "plants" within which they will work. -ration and 
maintenance will be enhanced. 

Attempt to retain B/G construction phase personnel for 
maintenance support during operations. 

Review the implementing agents' budget planning, appropriation 
and administrative mechanisms for obtaining and utilizing 
operating and maintenance funds. 

Make sure the project operating cycle is compatible with the B/G 
budget cycle to avoid funding availability problems. 

Review B/G or other donor guarantees for provision of timely and 
sufficient recurrent costs financing. 



-- If the B/G entity is newly created, ensure that planned 
personnel systems and operating procedures are adequate to 
attract, retain and effectively utilize the skills required for 
operations. 
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-- Operations manuals and procedures for all equipment must be 
complete and translated, if necessary, and understood by the 
intended users. 

-- Mechanisms must be set up for the future procurement, storage 
and utilization of capital equipment, consumables and spare 
parts. 
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-- If the entity requires external ingredients for operations (raw 
materials, etc.), review financing, materials availabilities, 
lead times and procurement methods for obtaining or stockpiling 
them. 
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PROcUWENT PLANNING 

1. General 

AID HANDBOOK 3 ,  Chapter 9 

Procurement planning is but one aspect of overall implementation 
planning. By definition it encompasses all actions to be completed 
relating to the ultimate delivery of goods and services that are inputs 
to the project. However, because procurement actions can be complex and 
few B/G Agencies have experience in the procurement of goods and services 
from overseas sources in accordance with AID or other donor's 
regulations, the AID-financed portion or that financed by others, can 
experience mishaps and delays which seriously reduce expected project 
benefits and/or impact. Tnese potential problems can apply to both 
capital and technical assistance projects, regardless of funding 
sources. Because procurement problems are widespread and can be 
minimized in many cases through good planning and management oversight, 
AID requires most projectk to have a procurement plan prepared as part of 
project development (see Chapter 3). This is a "pre-project" planning 
responsibility that should be carried through and refined as an important 
"operational" plan/schedule . 

I EFFECTIVE DATE 

September 30, 1982 
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2. Procurement Considerations 
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Except for the most simple projects, procurement-wise, and those 
follow+n type activities wherein systems are already established and 
functioning properly, procurement planning must be a basic design 
consideration. Procurement matters should not be something "tacked on" 
to complete a design, but rather an integral feature of the design 
process. If it is treated in this fashion, the project may be adjusted 
to avoid many potential procurement difficulties, i.e., by keeping 
project implementation as simple as possible, instead of adding awkward 
procurement "solutions" to the AID and/or B/G Agency's management 
burden. The following approach should be used before the procurement 
plan is actually prepared. 

-- Outline the basic project and its expected administrative 
structure; 

- Define the general responsibilities of the participants; 

-- List all inputs needed for the project including the goods and 
services to be procured; 

-- Develop a preliminary sequence of deliveries and 
inter-relationships between goods, services and other inputs; 
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-- Review estimated inputs to ensure they represent appropriate 
technology in both the near and longer term, e.g., capital 
saving features, recurrent maintenance aspects; 

-- Determine logical and economic source/origins of the needed 
inputs; 

AID HANDBOOK 3 ,  Chapter 9 

- Develop cost estimates for each input, including checking market 
sources; 
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- Check donor and local contributions to ensure the financing 
package is adequate and flexible enough to cover procurement of 
items for which each will be responsible; 

EFFECTIVE DATE 
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-- Based on expected source/origin and proposed financing 
responsibility, assess whether the individual inputs (and groups 
thereof) represent logical "procurement packages," for each 
donor, i.e., can such goods and services be procured 
economically and efficiently, given a particular donor or 
participant's rules and procedures; .a 

-- Besides monies, rules and procedures, check whether a particular 
donor or participant's financing instruments and disbursement 

3 
procedures are compatible with commercial practices or the type 
of payment procedures/controls envisioned for that part of the 
project . 

3. Outlining the Procurement Plan 

When the above process is completed, albeit in preliminary form, one is 
then ready to begin development of a procurement plan. A typical plan 
for a more complex procurement system might contain the following 
components : 

- A complete list of goodd and services to be purchased, including 
detailed specifications and ancillary services, if any, and 
expected source/origin; 

-- Integrated Delivery Schedule (including items to be provided "in 
kind" ) ; 

- Budget and Financing Scheme, indicating expected costs and 
responsible financier; 

- Procurement entities and scope(s) of procurement authorities and 
responsibilities; 



-- Procurement methods and procedures to be used by entity, 
including approvals and waivers, if any, required by financing 
agencies ; 
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- Documentation requirements and flows (e.g., solicitation, 
contracting; insurance; customs papers; movement releases; 
reporting, payment documents; bonds, guarantees and 
instructional literature); 

-- Payment procedures and disbursement schedules and controls; 
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-- ~ransportation/ljogistics Control System, including inspections; 
marshalling; communications; movement control; freight 
forwarding; ocean/air/inland shipping; customs clearance; 
warehousing/distribution; testing and acceptance; property 
accountability and record keeping; 

EFFECTIVE D A T E  
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- Contract administration/audit/closeout procedures. 
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Most projects would not have an elaborate procurement plan covering all 
aspects noted above, but it must be appreciated that every individual 
purchase is subject to the same general events and, therefore, control 
failures and delays. The uncontrolled purchase of a single item can 
result in many errors because there are literally dozens of steps 
inherent in the normal procurement/delivery process. The risks and cost 
of procurement delays must therefore be closely examined by designers and 
implementers alike and a procurement plan and management system developed 
to the extent judged necessary for each individual project. Many of the 
required procurement steps can be assigned to others to reduce the direct 
administrative burden of project management (i.e., make the supplier 
responsible for all delivery matters by contracting for items on a "CIF, 
Project Warehouse" basis); however, the transfer of such responsibilities 
may increase risk of unforeseen delays and therefore independent interim 
inspections and reporting would have to be strengthened. 
Notwithstanding, the best approach for handling the majority of 
procurement problems is to give the subject thorough analysis and 
treatment at the design and pre-project planning stages by getting 
assistance from procurement specialists, develop a good plan and then use 
it, along with other subsidiary schedules, to make timely decisions when 
unexpected or unavoidable problems arise. 

4. Planning Elements 

The following is a more detailed discussion of some of the procurement 
planning elements which, from experience, need close attention. 
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a. Procurement Responsibilities 

(1). ?he initial division of procurement/contracting 
responsibilities, i.e., the contracting "mode," will have been arrived at 
as part of project design and pre-project planning. (For a discussion of 
this issue, see Chapter 8C3 of this Handbook and Chapter 3, Handbook 
1B.) Decisions reached on the contracting "mode" will usually result in 
the assignment of procurement responsibility to the B/G, its agents, a 
U.S. Government entity or AID, or a combination thereof. fie usual 
divisions, however, are between the B/G and AID. 

d 
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(2) Procurement by the B/G 

EFFECTIVE DATE 
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If the B/G assumes the procurement responsibility, it may either: 

-- assign that responsibility to an agency of the government, 
either the Implementing Agency or a specialized "supply" agency; 

-- retain a commercial Purchasing Jgency in the U.S.; or 

-- assign materials purchasing responsibility to a contractor 
retained primarily to supply professional services. 

Under any of these options, the B/G retains ultimate responsibility. 
Care must therefore be taken that the contract between the B/G and a 
commercial purchasing agent or a professional services contractor 
(hereafter collectively referred to as "the contractor") clearly spell 
out: 

-- whether the contractor is to purchase in its own name or on 
behalf of the B/G; the distinction may be important in 
determining whether the B/G has direct rights and 
responsibilities under contracts or purchase orders issued by 
the contractor to a supplier; 

-- responsibilities for inland and ocean/air transportation of 
goods purchased; 

-- conditions and mechanics of payment to be established by the 
contractor in contracts or purchase orders; 

-- responsibility of the contractor for delivery of goods in 
accordance with established delivery schedules; 

-- responsibilities of the contractor for inspection of goods 
before shipment; 



-- compensation to be paid by the B/G to the contractor for 
undertaking procurement and conditions of payment of such 
compensation; 
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- any special instructions to the contractor with respect to 
commercial conditions (e.g., warranties or packing instructions) 
to be included in contracts or purchase orders to be issued by 
the contractor to suppliers; 

- the limits, if any, of discretion which the contractor may 
exercise in accepting offers from suppliers based on 
specifications which differ from those given the contractor by 
the B/G or in establishing specifications for a procurement 
which differ from such specifications; 
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-- the procedure to be used by the contractor in purchasing from 
suppliers; 
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-- approvals, if any, to be obtained by the contractor from the B/G 
or AID before finalizing procurement. 

In connection with the foregoing, see also Sections l.lc and 3.2, Chapter 
3, Handbook 11. 

(3) The points mentioned above should be discussed with the B/G 
as part of procurement planning so that the choice of a procurement 
method is based on a full understanding of responsibilities accepted and 
actions to be taken by the B/G. (See also subparagraph c(l)(d), below.) 

(3) Procurement by AID 

(a) If the Mission Director reaches a conclusion that the B/G 
is unable to assume responsibility for procurement after full 
consideration of the options and risks involved, AID may accept that 
responsibility and meet it in one of the following ways: 

(i) AID may itself undertake the procurement of project 
services and/or commodities. In most such cases, Missions rather than 
AID/W will act as procurement office; the availability of qualified staff 
in the Mission must, therefore, be considered. The procurement 
procedures to be used are those outlined in Handbooks 14 and 15. 

(ii) AID may include responsibility for procurement in a 
contract with a contractor supplying professional services. This method 
of obtaining procurement services is applicable only if AID has assumed 
responsibility not only for the procurement of commodities but also for 
contracting for professional services needed for the same project. 
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(iii) AID may request another USG agency to undertake 
procurement. For standard items, AID may obtain the commodities through 
the Ceneral Services Administration (GSA); specialized equipment may be 
purchased by other USG agencies having the particular expertise, such as 
NASA, the FAA, the USGS, etc. In the latter case, the procurement 
responsibility may be included in a PASA or RSSA under which the agency 
provides technical services required for the project. The procurement 
services may be provided separately, in which case a PIO/C is used; a 
PIO/C is also used to authorize specific purchases if the PASA or RSSA 
includes general purchasing authority but no details of the commodities 
to be purchased; 

(iv) AID, on the request of the B/G makes arrangements for 
procurement with a commercial purchasing agent. 
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(b) Tne procedures applicable to the foregoing arrangements are 
the following : 
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Q Procurement by AID: AIDPR; 
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Q Procurement by a contractor: 
--for contracting by AID with the 
contractor : PIO/T, contracting under 
AIDPR rules and, for purchasing 
instructions to the contractor, a 
PIO/C in which the contractor is 
designated; 

-for procurement by the contractor: 
as specified in the contract, usually 
Chapter 3, Handbook 11; 

o Procurement by another USG agency: see Chapter 4, 
Handbook 15; 

o Procurement by a commercial purchasing agent: PIO/C, 
procedures as specified therein, usually 
Handbook 11. 

For guidance on actions covered under a PIO/C, see paragraph le, Appendix 
D7, Handbook 15, and other provisions in that Appendix. When issued to 
the Purchasing Agent, the PIO/C should specify the terms and conditions 
under which the Purchasing Agent will undertake the procurement or 
include them by reference to a separate agreement. Unless waived 
pursuant to paragraph l.lc(3) of Chapter 3, Handbook 11, the purchasing 
agent is required to apply the rules set forth in Chapter 3, Section 2 of 
that Handbook. 
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b. List of Required Commodities 

(1) For projects which require only few and easily defined 
commodities, it is often possible to prepare a list of all comnodities 
needed during project development. When that is the case, the list 
should be included in the PP, together with estimated costs for each item 
or group of items shown. 
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L/ (2) When larger and diverse commodity inputs are required, the 
development of detailed lists of commodities may be left to consultants 
to be retained early during the implementation phase of the project. In 
such cases, the estimate of the cost of commodities which must be 
included in the PP must have been based on feasibility studies or special 
studies carried out during project development. 
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c. Preparation of Technical Specifications 
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(1) Responsibility for preparing technical specifications 
necessary for the procurement of comnodities can be assumed by the B/G1s 
Implementing Agency with AID assistance if, between them, they have staff 

b 
with enough technical expertise and experience. If that is not the case, 
the responsibility is usually assigned to an appropriate consultant, 
often one engaged to provide other services for the project. Procurement 
services agents may be able to provide surveys and prepare detailed 
technical specifications. The preparation of construction and materials 
specifications is a function normally assigned to a consulting or A/E 
firm if such a firm provides engineering services for a project. 

(2) Technical specifications normally include units of 
measurement (dimensions, weight, pressure, etc.). Agreement must, 
therefore, be reached on the use of metric or American units of 
measurement. Similarly, agreement must be reached on the national 
standards to which specifications may refer. (See paragraph 2.9.2, 
Chapter 3, Handbook 11.) 

d. Delivery Schedule 

(1) When few commodities are to be purchased, the time when 
they must be available at the project site can be derived from the 
pre-project implementation plan. In that case, the schedule should be 
prepared early in the development stage so that the possibility of 
initiating some procurement steps as "pre-implementation" actions can be 
considered. (See Chapter 10, "Pre-Implementation.") In other cases, the 
delivery schedule may be established by consultants during project 
implementation, together with the list of commodities to be procured and 
the specifications. In that event, the delivery schedule becomes part of 
the operational planning which beings at the time the Project Agreement 
is signed. 
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(2) No matter when and by whom the procurement delivery 
schedule is prepared, it is usually of crucial importance to the 
implementation of the project and should, therefore, be prepared as early 
as possible, and in sufficient detail to permit control over procurement 
actions. Such control is possible only if the contracting and/or 
purchasing process is broken down into its component parts, beginning 
with the solicitation of bids, or if bidders first are to be 
prequalified, with the invitation to suppliers to submit prequalification 
information, and ending with the transportation of commodities and/or 
their arrival and inspection and acceptance of the project site. (See 
Section 3, Handbook 11 for details on steps in the procurement process.) 
Tb determine dates by which the procurement has to be initiated, it is 
necessary to work backwards from the desired availability date at the 
site and allow sufficient time for all the steps required in a given 
transaction. (See the "Project Officer's Gllidebooks" in Supplement A to 
this Handbook for further information on estimating procurement "lead" 
times. ) 

(3) Delivery schedules should take into account the 
desirability of consolidating purchases for shipment and minimizing the 
need for storing commodities at the site or warehousing them elsewhere 
before they can be used for their intended purposes. It cannote be 
expected, however, that all deliveries will be made precisely on 
schedule; mreover,the schedules should include a "slack," i.e., a period 
of time by which delivery can be delayed without causing delays in the 
project. Provision may, therefore, have to be made for marshalling 
and/or storage facilities which can be used to protect commodities 
against pilferage and deterioration through effects of the weather. 
Marshalling services and storage facilities must be planned well in 
advance. For projects involving a large volume of commodities or 
commodities particularly sensitive to weather, storage facilities may 
have to be built at the site; in other cases, suitable warehousing 
facilities must be located and arrangements made for their use. Storage 
of commodities is thus a matter to be considered as part of both 
pre-project and opterational planning. 3 
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e. Source of Procurement 
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(1) The source and origin of commodities eligible for the AID 
financing and the nationality of contractors eligible to supply services 
and (separately) goods, as these terms are defined in Sections 2.6, 
Chapters 1 and 3 of Handbook 11, are those included in the "authorized 
geographic code" specified in each Project Agreement. (See Articles 7 
and 6, respectively of the Standard ban and Grant Agreements.) Section 
2.6, ibid., also contains the rules for waiving the authorized source and 
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nationality requirements. (See Attachment 3A, -Handbook 11, for list of 
codes. ) 
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(2) During pre-project planning, the categories of commodities 
or services expected to be required for implementation of the project 
should be reviewed to determine whether all of them can be purchased in 
countries included in the geographic code proposed for authorization. If 
it is found that this is not true for some commodities or services, the 
source/origin or nationality waivers should be included in the Project 
Authorization. 

( 3 )  If it becomes evident only uring operation planning, or 
from the results of soliciting bids or quotations, that a waiver for a 
category of services or commodities or a specific service or commodity is 
needed to procure them, a waiver must be obtained before purchases are 
effected. 

PAGE NO. 

9C-9 

(4) Procurement from "local" sources, i.e, from sources within 
the recipient country, is one aspect of "local cost financing." Such 
actions are usually important to project success and therefore included 
as part of the procurement plan. The extent to which local costs are to 
be financed is normally decided during pre-project planning; the proposed 
aggregate limits, or limits related to specific items or categories of 
commodities, should be stated and explained in the PP and included in the 
Project Authorization and Project Agreement. The rules relating to local 
cost financing, including local procurement of commodities, are set forth 
in Chapter 18, Handbook 1B. Changes in the limits of local procurement 
contained in a Project Authorization and Project Agreement must be 
authorized pursuant to the provisions of Authorization and/or Agreement 
and Chapter 13, "Project Modifications," and finalized in Amendments to 
those documents to the extent needed. An amendment to the Project 
Agreement is not necessary if the agreement clause relating to local cost 
financing permits a change "by agreement otherwise"; in that case, the 
change is documented in a PIL. 
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f. Transportation and Storaqe 
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(1) The responsibility for transporting commodities to the port 
of export is usually assigned to the supplier by specifying "FOB Port 
Export" or "FAS" terms in he contract or purchase order. Ocean 
transportation can be handled by the supplier, in which case "CIF" 
(cost-insurance-freight), "C and F" (cost and freight) or "freight 
prepaid and invoiced at cost" terms are specified; the responsibility for 
arranging ocean transportation can, alternatively, be assigned to a B/G 
agency, to a procurement agent, or to a freight forwarder. The B/Gts 
Implementing Agency is usually responsible for clearing commodities 
through customs and arranging for transportation from the port of ;entry 
to the project site; these functions are, however, often assigned to a 
construction contractor under a contract for construction services, if 
such contract is used to implement all or part of a project. 
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(2) It is imperative that the arrangements to be made for these 
three phases of transportation (transportation to the port of export, 
ocean transportation and transportation from the port of entry to the 
site) are considered with the B/G as early as possible because such 
arrangements will affect the scope of work for service contracts and the 
drafting of IFB's for commodity purchases. 
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PRE-IMPLEMENTATION 
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10A. Background 

EFFECTIVE DATE 
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Project success is heavily influenced by the accuracy and 
completeness of design, the level of understanding and commitment 

t 
reached between donors and participants during negotiations and the 
effectiveness of project management during implementation. 
Monitoring and evaluation activities and the making of timely 
modifications to adjust a project to changing conditions are also 
important determinants of project success. However, given often 
present price inflation of project inputs and the fact that delaying 
outputs and the generation and delivery of project benefits 
invariably means a reduction in the socio-economic contributions of a 
project, another management tool needs to be considered and, where 
appropriate, used to help maximize overall project results. This 
management tool is pre-implementation. Although presented herein 
within the sequence of chapters dealing with implementation functions 
and responsibilities, pre-implementation should be very much on the 
minds of project designers as early as the Project Implementation 
Document (PID) stage and increasingly reviewed for appropriateness 
and possible application during the project development and 
negotiating phases. 

TRANS. MEMO NO. 
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10B. Definition and Scope of Pre-implementation 

1. Pre-implementation is the initiation of certain project 
implementation actions prior to execution of the Project Agreement 
(PROAG). While some of these actions may be taken by AID personnel, 
in general pre-implementation actions, especially those that involve 
procurement and contracting and the commitment of funds, such as the 
financing of initial project consultant services, are taken by the 
BorrowerIGrantee (BIG). Notwithstanding benefits which can accrue to 
the BIG and the project, it must be understood that AID is prohibited 
by the Anti-Deficiency Act from making commitments regarding AID 
funds before such are properly authorized and obligated. This means 
that some of the pre-implementation actions would be undertaken by 
the BIG at its own risk and without any obligation on the part of AID 
to help finance such actions if an agreement were not signed. 

2. Pre-implementation actions are desirable for the following reasons: 

- - Pre-implementation actions can preserve and take advantage 
of the organizational focus and momentum created during the 
design stage and carry them forward through project 



negotiations. This produces two main benefits: Conditions 
Precedent can be reduced or satisfied as "closing 
requirements" (see Chapter 6) and the project can begin 
with a "running" start within the BIG Implementing Agency. 
Both factors can result in overall implementation schedule 
savings. 

-- Pre-implementation actions get B/G and AID implementation 
and support personnel actively involved at earlier stages 
in the overall project schedule. This helps to improve 
project coordination and minimizes an undesirable 
situation, i.e., in which project development, negotiations 
and implementation functions are performed as isolated 
tasks and/or by completely separate staff groups. 

AID HANDBOOK 3 
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-- Since most projects begin with limited financial resources 

and are subject to inflationary forces, the earlier 
procurement transactions are effected and contract prices 
fixed, the more inputs and probably outputs and benefits 
the BIG is going to get for its money. 
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-- If overall project timing is important for cost or benefit 

incidence reasons, the least expensive time to accelerate a 
project is during the pre-project and earliest 
implementation stages. 

-- Projects which start off properly have a much better chance 

of achieving their objectives. Projects which hesitate or 
have difficulties during the early stages usually suffer 
proportionately more significant implementation problems 
and often permanent dysfunction. 

-- To the extent personnel investments in pre-implementation 
actions reduce overall B/G and AID staff investments in 
that project (i.e., through the acceleration of activities 
and a reduction of staff intensive problem situations), the 
B/G and/or AID would have available staff resources which 
could be devoted to the undertaking of other priority 
development programs. 

-- The sooner a project can advance to the benefit generation 
and delivery phase, in general, the greater the 
socio-economic returns. 

3. Given the lead time between PID approval and the availability of 
project funding following signature of the Agreement (6-18 months), 
there is a clear need -- and usually opportunities -- for taking a 
number of pre-implementation actions. The scope and timing of such 
actions will be project specific, but they are also influenced by 
common factors, e.g.: 



legal environment for AID and the B/G; i.e., whether there 
is a history of satisfactory project negotiations and 
agreements; 

willingness to risk investments of time, personnel and 
monies to do something early (spending money to save money 
and/or maximize future gains); 

PAGE NO. 
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availability of data for decision making; 

EFFECTIVE DATE 
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the degree of confidence shared among the participants that 
the activity will go forward as generally planned; 
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existence of procurement actions which can and should 
receive pre-implementation attention; 

need to maintain credibility and avoid legal liabilities 
vis-a-vis consultants or contractors who might be involved 
during the pre-implementation stages; and 

B/G and AID management priorities or constraints relating 
to the commitment of personnel and resources before formal 
approval of a project and the signing of a negotiated 
Agreement. 

Notwithstanding inherent uncertainties, pre-implementation actions 
are necessary tools for good management and should be employed 
wherever feasible and as early in the project development and 
approval process as is practicable. 

10C. Range of Acceptable Actions 

Pre-implementation actions heve been defined as the taking of certain 
project implementation actions prior to signature of the PROAG. AID 
policy endorses use of this approach to accelerate overall project 
implementation. However, while it may greatly benefit the project to 
take such actions, there are two areas of caution regarding B/G and 
AID involvement therein: (i) that actions being taken are in 
accordance with AID conditions and requirements so that they will be 
eligible for subsequent AID financing, and (ii) that care must be 
exercised not to take any action that may constitute a commitment of 
AID project funds prior to signature of the PROAG. The following 
guidance acknowledges these restrictions: 

-- Any project action which the B/G is willing to initiate and 
finance with its own funds without the expectation of AID 
reimbursement, if not otherwise in conflict with the 
project conditions and methods, is considered within the 
scope of possible pre-implementation actions. 



-- If the BIG desires to undertake an otherwise eligible 
project action and finances it with its own funds, with the 
expectation that AID may reimburse it after signature of 
the Project Agreement, then the BIG must have prior written 
AID approval1 thereof and follow or apply such AID 
procedures as would be required had the Agreement already 
been signed. Notwithstanding AID concurrence, the BIG 
still must assume all risks related to the transaction 
because there can be no guarantee that AID will make such a 
reimbursement. (The Agreement can designate transactions 
entered into after a certain date as eligible even though 
they were undertaken prior to the signature date of the 
Agreement. (See Chapter 6, Project Loan Standard 
Provisions Annex, Section C.2, Eligibility Date.) However, 
a waiver of AID procedures and requirements after the fact 
in order to make an undesignated transaction eligible is, 
in some instances, not possible or, at the least, is only 
considered and approved under the most exceptional of 
circumstances. The need for waivers should therefore be 
addressed and their approval received as early in the 
project development process as possible. 

AIDHANDBOOK 3 

-- In some cases, AID may find it appropriate to finance 
certain project actions before the Agreement is executed. 
However, funds other than project funds would have to be 
available for the transaction, e.g., Project Development 
and Support (PD&S) funds. These actions are usually very 
limited in scope and cost. Missions and/or Regional 
Bureaus should consult with PPC and GC if the use of such 
other funding is contemplated. 
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NOTE: When a substantial number of implementation actions, particularly 
in the case of BIG procurement and contracting actions, are to be taken 
before signature of the Agreement and issuance of the first 
Implementation Letter, it is essential that the procedures and rules 
which will govern AID-financed transactions be carefully reviewed with 

3 
the BIG beforehand and then applied by the BIG Agency as the actions are 
taken. If this is not done, the BIG may make mistakes and, at the least, 
increase its risk that AID may be unable to subsequently assume financial 
responsibility for the transactions. 

EFFECTIVE DATE 

September 30,  1982 

Note: All pre-implementation actions should be cleared by GC/RLA - 
and the appropriate technical and support offices, e.g., Contract 
Management. Also, pre-implementation actions must be approved by an 
officer having the authority to authorize the project. 



1  OD. Types o f  Pre-Implementat ion Ac t ions  

- 

1. Pre- implementat ion a c t i o n s  t h a t  cou ld  be taken migh t  be se lec ted  
from any o f  the f unc t i ona l  areas descr ibed  i n  Chapter 3. For example -- 

AID HANDBOOK 3 

Func t iona l  Area Poss ib le  Pre-imp1 ementat ion Ac t ions  

P r o j e c t  Management - d e l i n e a t e  l i n e s  o f  r e s p o n s i b i l i t y  and 
i ssue  de lega t ions  o f  a u t h o r i t y ;  

TRANS. MEMO NO. 
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- h o l d  d iscuss ions  w i t h  B/G on na tu re  o f  CPs 
expected i n  P r o j e c t  Agreement and methods 
o f  meet i  ng them; 

EFFECTIVE DATE PAGE NO. 
January 10, 1986 10-5 

Pl anni ng 

Con t rac t i ng  

- coniplete s t a f f i n g  pa t t e rns  f o r  bo th  l o c a l  
and f o r e i g n  s t a f f  and beg in  a d m i n i s t r a t i v e  
suppor t  p repara t ions  (e. g., housing, 
customs and t r a n s p o r t  arrangements, e t c .  1; 

- l o c a t e a n d  h i r e s u i t a b l e B / G s t a f f a n d  
conduct p r o j e c t  o r i e n t a t i o n  sessions; 

- p repa ra t i on  o f  the  d e t a i l e d  implementat ion 
plan, i n c l  uding management, 
implementat ion,  procurement, l o g i s t i c s ,  
sh i pp ing  and/or o the r  s u b s i d i a r y  work 
plans, as w e l l  as schedul ing o f  t he  
p a r t i c i  pant and i n-count ry  t r a i n i  ng 
components ; * 

- s e t t i n g  up o f  app rop r i a t e  measurement, 
cornmunications and r e p o r t i n g  systems; 

- des ign o f  s p e c i f i c  da ta  ga the r i ng  systems 
and comple t ion  o f  the  e v a l u a t i o n  p lan  and 
arrangements; 

- f a m i l i a r i z a t i o n  o f  B/G s t a f f  w i t h  AID 
procurement and c o n t r a c t i n g  r u l e s  and 
g u i d e l i n e s  and reaching an agreement on  
the  d e t a i l e d  procedures t o  be app l ied ;  

- p repa ra t i on  o f  d r a f t  n o t i c e s  f o r  
a d v e r t i s i n g  procurement requi rements  i n  
t he  Comnerce Business Da i l y ;  

- p repa ra t i on  o f  d e t a i l e d  scope(s)  o f  work 
and prequal  i f i c a t i o n  ques t ionna i res .  

Revised 



- unless an A/E or other consulting firm 
is to perform such tasks, preparation 
of IFBs, RFPs and detailed 
specifications for commodity 
procurement. 
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Financial Management - development of detailed budgets and the 

TRANS. MEMO NO. 
3 : 54 

PAGE NO. 

project financial plan; 

- design of the project accounting and 
materials control system; 

EFFECTIVE DATE 

September 30, 1982 

- agreement between BIG and AID on 
detailed disbursement procedures for 
both local currency and foreign 
exchange by BIG and by AID; 

- filing of BIG requests with AID for the 
opening of revolving funds and Letters 
of Commitment and preparing final 
drafts of the Letters of Credit 
thereunder. 3 

- reviewing detailed procedures with the 
B/Gfs designated "Approved Applicant" 
(Bank) and its correspondent 
relationships with U.S. Banks which 
will open, advise or confirm Letters of 
Credit. 

10E. Pre-Im~lementation: Procurement Plans and Actions 

1. General 

As noted earlier, when the BIG is willing to assume all risks of 
contracting, including using its own funds to finance transactions 

3 
without reimbursement by AID, a number of procurement steps can be 
accomplished prior to signature of an Agreement. The same generally 
holds if AID is able to finance some pre-implementation actions with 
other than project funds, e.g., PDCS funds. However, if AID is to be 
responsible for direct contracting arrangements that will be project 
funded, the scope of pre-implementation procurement actions which AID 
may accomplish is somewhat limited. Curtailing of such 
pre-implementation possibilities under the latter case is primarily a 
function of the Anti-Deficiency Act and the restriction against 
making commitments relating to AID financial responsibilities before 
funds are authorized and an Agreement signed. (See Guidance Notes 
for Preparing Model PROAGs, Appendix 6C. ) 3 



2. Basic Steps in the Procurement Process 

The following describes the principal steps of the normal 
AID-financed procurement process. Several of the steps also apply to 
the procurement of goods and services from other U.S. Government 
agencies, e.g., through issuance of a PIO/T for PASA or RSSA 
services. These steps are briefly outlined and discussed to help 
project designers and implementors understand the chain of 
procurement actions and recognize points in the normal sequence 
beyond which pre-implementation actions would not be allowable or 
advisable. Consultations with legal officers and relevant 
procurement specialists, i.e., contracts or commodity procurement 
officers, is recommended early in the process of reviewing 
pre-implementation options to ensure legal and procedural 
difficulties are minimized. 

PAGE NO. 
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Whether contracting for technical services, construction or 
commodities, singly or in combination, the procurement process 
normally consists of 13 main steps: 

EFFECTIVE DATE 

September 30, 1982 

1. determination of requirements in relatively broad terms; 

2. development of detailed scopes of work and/or specifications 
(which need not be -- and often is not -- accomplished until 
after, or in conjunction with, Step 6); 

3. determination of when the requirements are needed and, where 
appropriate, duration of need; 

4. identification of potential sources of supply; 

5. selection of an authorized procurement agent; 

6. identification of anticipated waivers, delegations of 
authority, approvals, and special provisions or clauses which 
will be required; 

7. preparation of Requests for Proposals or Invitations for Bid; 

8. solicitation of proposals for bids, including determination 
of pre-qualified firms, where appropriate, and insertion of 
notices in the Commerce Business Daily or other appropriate 
publications; 

9. receipt and review of proposals or bids; 

10. selection of contractor/supplier; 



11. p r e p a r a t i o n / n e g o t i a t i o n  of c o n t r a c t  o r  purchase o r d e r ;  

12. execu t i on  of c o n t r a c t  o r  purchase o r d e r ;  and 

AID HANDBOOK 3 

13.  i s suance  of n o t i c e  t o  proceed. 

T R A N S .  M E M O  NO. PAGE NO, 

3. Proposed Act ions  

E F F E C T I V E  DATE 

a .  A l l  procurement t r a n s a c t i o n s  i n  which A I D  p r o j e c t  funds w i l l  
be involved use  a n  au tho r i zed  a g e n t ,  i . e . ,  a  p r i v a t e  o r  governmental  
o r g a n i z a t i o n  r e s p o n s i b l e  f o r  e f f e c t i n g  t h e  t r a n s a c t i o n .  I n  t h e s e  

3 
t r a n s a c t i o n s ,  t h e  au tho r i zed  agen t  i s  e i t h e r  t h e  B I G ,  t h e  f i e l d  
miss ion ,  AID/W, ano the r  USG agency (e.g. ,  GSA), o r  a  c o n t r a c t o r  
a c t i n g  f o r  t h e  BIG, m i s s ion ,  o r  AID/W. Regardless  of who s e r v e s  as 
t h e  au tho r i zed  agen t ,  a  number of procurement s t e p s  l i s t e d  i n  t h e  
fo rego ing  paragraph can be t aken  du r ing  t h e  p r o j e c t  development 
approva l  and n e g o t i a t i o n  process .  Act ions  which u s u a l l y  can  be t aken  
by t h e  t i m e  t h e  PP i s  approved i nc lude  S t eps  1 through 7. S t eps  2, 6 
and 7 w i l l ,  however, f r e q u e n t l y  occur  l a t e r  i n  t h e  p r o j e c t  
development and approva l  p rocess  t han  t h e  o t h e r  f o u r  s t e p s .  (Use of  

3 : 4 3  10-8 

t h e  Fixed Amount Reimbursement Method of f i nanc ing  i n v o l v e s  d i f f e r e n t  
procedures .  See Appendix 35 f o r  d e t a i l s . )  3 

September 30, 1982 

Between t h e  t ime a  PP i s  approved and t h e  PROAG s igned ,  a number of 
a d d i t i o n a l  procurement s t e p s  might be p o s s i b l e ,  as d i s c u s s e d  i n  
paragraph 4 below. Such must, however, have been c l e a r e d  by t h e  
l e g a l  o f f i c e r  and contract/commodity s p e c i a l i s t s  and approved by t h e  
a p p r o p r i a t e  a u t h o r i z i n g  o f f i c i a l .  Normally, t h i s  concurrence would 
t a k e  p l ace  w i th  t h e  approva l  of t h e  P r o j e c t  Paper. 

b. Funds needed t o  f i n a n c e  c o s t s  i ncu r r ed  i n  execu t i ng  t h e  
aforementioned procurement s t e p s  should be provided by t h e  BIG.  Some 
of t h e s e  a c t i o n s  might ,  however, be f inanced  w i th  A I D  program 
development and suppo r t  funds (PD&S), i f  a v a i l a b l e  and determined 
a p p r o p r i a t e  by t h e  USAID d i r e c t o r  and concurred i n  by t h e  concerned 
Regional Bureau. 

4 .  Procurement Plannning and Pre-Implementation Procedures  

a .  Where t h e  B / G  ( o r  a  Cont rac tor  on t h e  B I G ' S  Beha l f )  is t h e  
Authorized h e n t  

I f  t h e  BIG i s  t h e  au tho r i zed  agen t ,  t h e  PP should i nc lude  a 
procurement p l an  which, a t  t h e  l e a s t ,  p rov ides  f i r m  in fo rma t ion  on 
procurement s t e p s  1-6 above, w i th  t h e  p o s s i b l e  excep t i on  of S t ep  2. 
( I t  is  recognized t h a t ,  i n  some c a s e s ,  d e t a i l e d  s p e c i f i c a t i o n s  might 
n o t  be a v a i l a b l e  u n t i l  a f t e r  t h e  PP i s  approved.)  Where t h e  3 



technical or construction services and commodities to be procured are 
required shortly after signing of the PROAG, the plan should indicate 
which steps beyond No. 6 will be taken prior to project agreement 
execution. Planning for such actions will enable AID to consider and 
issue any waivers or approvals which might be needed, e.g., regarding 
source or shipping. Such pre-planning will enable AID to make 
decisions and, as appropriate, state in the project authorization or 
its action memorandum that AID will reimburse the B/G for specified 
project costs incurred prior to agreement signing. If sufficient 
information is available in the procurement plan and PP, it may also 
be feasible for AIDfW to delegate to the field (where such delegation 
does not already exist) authority to approve all project contracts 
and contractors, and conditions precedent. 

PAGE NO. 
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b. Where the Mission (or a Contractor on its Behalf) is to be 
the Authorized Asent 

1 EFFECTIVE DATE 

September 30,  1982 AID HANDBOOK 3 

Essentially the same procedures as those for transactions where the 
B/G is the authorized agent should be used. 

TRANS. MEMO NO. 
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c. Where AID/W Will Initiate Procurement or Authorize It 
Through Another Agency (e.g., GSA) 

In those cases where the project goods and/or services are required 
at project site within, say, one year after execution of the PROAG, 
the PP procurement plan should include a detailed description of the 
scope of services or commodities required (Step 2). In those cases 
where the mission, with B/G concurrence, has requested expedited 
AIDfW procurement -- and where funding is assured -- the following 
measures should be initiated immediately after Project Authorization: 

-- M/SER, upon receipt of a procurement request (e.g., a PI0 

or comparable document), would undertake preparation of RFP 
or IFB (Step 7). 

- - Once Step 7 was completed (and assuming signature of the 

PROAG or comparable obligating document was not confirmed), 
M/SER would check with the cognizant Regional Bureau and, 
if appropriate, contact the mission (a) advising of its 
readiness to initiate action to issue the IFB or RE'P; 
(b) seeking the status of the negotiation of the PROAG; and 
(c) requesting confirmation that funding is earmarked by 
the Controller's Office for the procurement transaction. 

-- ImmediateLy after signature of the PROAG, M/SER would 

undertake Steps 8 through 11. 

- - After formal notification that contract execution is 

needed), M/SER would execute the contract (Step 12). A 
Notice to Proceed to the contractor (Step 13) would be 
issued upon instructions from the mission. 



a p p r o p r i a t e  s t a t e m e n t s  i n  t h e  IFB a s  t o  t h e  a v a i l a b i l i t y  of 
A I D  funds  t h e r e f o r  and d i s c l a i m e r s  a s  t o  l i a b i l i t i e s  f o r  
c o s t s  i f  t h e  a c t i v i t y  i n  q u e s t i o n  does  n o t  u l t i m a t e l y  
proceed t o  be o b l i g a t e d  a s  planned. 

-- I f  t h e  PsROAG was s t i l l  n o t  confirmed a s  be ing  s i g n e d ,  MISER 
would recheck  w i t h  t h e  Bureau and,  i f  a p p r o p r i a t e ,  t h e  
m i s s i o n  r e g a r d i n g  t h e  s t a t u s  of PROAG n e g o t i a t i o n s  b e f o r e  
d e c i d i n g  whether t o  proceed t o  S t e p  1 0  and t h e n  t o  S t e p  11. 

AID  HANDBOOK 3 
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-- A f t e r  formal  n o t i f i c a t i o n  (e.g. ,  by i s s u e d  PI0  o r  

o t h e r w i s e )  t h a t  t h e  PROAG had been s i g n e d  o b l i g a t i n g  t h e  
n e c e s s a r y  funds  (and t h a t  c o n t r a c t  e x e c u t i o n  i s  needed) ,  
MISER would e x e c u t e  t h e  c o n t r a c t  ( S t e p  1 2 ) .  A Not ice  t o  
Proceed t o  t h e  c o n t r a c t o r  (S tep  1 3 )  would be i s s u e d  upon 
i n s t r u c t i o n s  from t h e  miss ion .  

EFFECTIVE DATE 

September 30, 1982 
T R A N S .  M E M O  NO. 
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CHAPTER 11 

PROJECT MONITORING 



C H A P T E R  1 1  

P R O J E C T  M O N I T O R I N G  

PAGE NO. 
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11A. Introduction 

EFFECTIVE DATE 

September 30, 1982 

Monitoring is the term used by AID to cover AID'S observations and 
tracking of the project environment and its activities. Monitoring 
enables AID to understand progress being made in implementing the 
project, and whether or not methods and procedures are in 
accordance with the terms and conditions of the project agreement 
and subsidiary documentation. Monitoring requires the timely 
gathering of information regarding inputs, outputs and actions that 
are critical to project success and the comparison of such 
information with plans and schedules for the purpose of alerting 
AID and Borrower/Grantee management about potential implementation 
problems. Monitoring is of great importance because AID must 
assure itself that U.S. funds are being disbursed in accordance 
with statutory requirements and that goods and services financed 
are utilized effectively to produce intended benefits. Monitoring 
is also concerned with the project as a whole and enables the 
responsible officer to make judgments as to the continuing 
appropriateness of project design and the need for in-depth 
evaluations thereof. In addition, personnel responsible for 
monitoring will also collect data and maintain records that will be 
used by others evaluating the impact of a project or more general 
development impact issues. - Note: Monitoring is not the same as 
auditing nor is it like evaluation, which is a discontinuous 
analytical function (see Chapter 12). 

Through good monitoring, AID personnel can keep abreast of project 
activities and help Borrower/Grantee officials anticipate physical 
and procedural bottlenecks. When monitoring of project 
implementation leads to the identification of problems which the 
BorrowerIGrantee Agency is unable to quickly resolve by itself 
(e.g., technical difficulties, procurement delays, lack of local 
currency financing, personnel shortages, etc.), it is, of course, 
not enough to "observe and record" such problems. Rather, efforts 
must be made to assist in the resolution of such problems whenever 
possible, i.e., to accept an additional measure of support or 
implementation responsibility. Although conceptually clearly 
distinct, in practice monitoring and implementation functions tend 
to merge when significant problems are being addressed. 



Monitoring also helps AID personnel prepare themselves to respond 
to Borrower/Grantee requests for assistance and documentary 
approvals. Information and documentation gathered as part of 
monitoring provide AID with an historical record of project 
implementation which becomes part of the official project files. 
Note: The duties and functions described in this Chapter are 
oriented primarily towards the monitoring of BorrowerIGrantee 
projects. Many of the same steps apply, however, to keeping direct 
AID undertakings under management control. 

AID HANDBOOK 3 

11B. Responsibilities 
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The primary responsibility for monitoring a project lies with the 
Project Officer to whom that project has been assigned. However, 
some monitoring tasks may be assigned to one or more other members 
of the Project Committee (see Chapter 8B5 and Appendix 11E). In 
some instances, monitoring tasks may be assigned to an AID/W 
project backstop office, in which case the Project Backstop Officer 
in AID/W is responsible for ensuring that these specific monitoring 
tasks are carried out and for keeping the Mission Project Officer 
advised thereabouts. In particularly complex projects where 
different kinds of expertise are required for doing a thorough 
monitoring job, the Project Officer should establish and maintain a 
record of monitoring assignments. (See Appendix 11A, 

3 
"Implementation Progress and Monitoring Checklist", which is a 
suggested format for recording such assignments.) 

EFFECTIVE DATE 

Monitoring is concerned with critical steps in project 
implementation and influencing their successful accomplishment on a 
day-to-day basis. In this sense, the Project Officer generally 
follows all aspects of the project implementation and keeps current 
information on progress of the project. Knowing what a project's 
plan is, when activities are departing from the intended course(s) 
and having the information at hand which can be used to make 
corrective decisions are all part of the Project Officer's 
monitoring responsibilities. He/she is thus responsible for 
establishing a suitable project monitoring system, operating it 
effectively and seeing that Project Implementation Status Reports 
are prepared in a timely manner. (See Appendices 11D and 11E and 
Supplement A to this Handbook for a more complete discussion of 
monitoring and reporting methods.) 
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11C. Sources of Monitoring Information 

September 30, 1982 

The following is an illustrative list of documentation and planning 
elements to be used for references and information sources during 
monitoring assignments. The specific items needed will depend on 
the nature of the project and Mission monitoring requirements: 3 
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-- Project Agreement and PILs 

-- ~orrower/Grantee Implementation Plans 
-- Project Work Plans 

-- Project Management Information/Scheduling System 
-- Consultation, with Borrower/Grantee and Participants 
-- Financial Reports 

-- Contractors' Periodic Reports 

-- Audits 

-- Site Visits 

-- Periodic Borrower/Grantee - AID Project Review Meetings 
-- AID and/or Implementing Agency 

Assessments/Evaluations/Appraisals 

11D. Monitoring Tasks 

1. A number of events occur during the implementation of a project 
which can be classified as subjects of routine or standard 
monitoring tasks because the events occur in virtually all 
bilateral projects. Among these events are: 

-- meeting conditions precedent to disbursement (see 
Appendix 11B) ; 

-- the series of actions required in country contracting 
(see HB 11) or AID direct contracting (see HB 14); 

-- the series of actions necessary in connection with AID 
payments or reimbursements (see Chapter 8, C.3.d).; and 

-- the completion of a project and/or beginning of project 
operations (see Chapter 14). 

The expected timing of these events can be scheduled at the start 
of implementation for follow-up as a given date approaches. (A 
sample checklist is attached as Appendix 11A.) 



2. Other tasks depend on the nature of the project and therefore 
cannot be "standardized" and time sequenced at the beginning. If 
construction is involved, key dates relating to the physical 
completion of activities or the occurrence of events could only be 
established after contracting has been completed, equipment 
installed, etc.). The events must be defined and tied to a target 
date, especially if related to financial performance (e.g., amount 
of monthly percentage of contract price, volume of material 
purchases, etc.). Other events might be the establishment of a new 
organization and appointment of its mangement and staff (if that is 
an element of the project), agreement reached on the list of 
equipment required for a research laboratory, etc. Such key 
implementation events, while not determinate in earlier phases of 
design, should be subsequently incorporated into a checklist such 
as suggested in paragraph 1, above. 

3. Still other implementation actions to be monitored cannot be 
scheduled at the beginning of the project because their importance 
emerges only as implementation proceeds. For example, the 
appointment of a Project Manager, initially considered routine 
because a candidate had been chosen, might later demand close 
management attention e.g., the initial candidate withdraws; the 
selection of an alternative candidate requires a long lead time 
which had not been allowed for in the schedule. 

3 
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1. Monitoring Systems: Because of the wide variety of Bureau 
programs and projects, an Agency-wide reporting and monitoring 
requirement, with the exception of the Project Implementation 
Status Report (see Section llF), and USAID Controller financial 
reporting, has not been established. It is left up to individual 
Bureaus and Missions to establish project monitoring and portfolio 
oversight systems which will keep them informed as to the status of 
projects, especially those with significant implementation 
problems. At the least, Bureau and Mission systems must have 
monitoring procedures or methods which enable Project Officers and 
other Committee members to satisfy the following general needs: 

EFFECTIVE DATE 

Se~tember 30. 1982 

-- oversee BorrowerIGrantee compliance with 
AID policies, procedures and regulations; 

-- ensure the timely and coordinated provision 
of AID (and other) financing and/or inputs; 

-- support the Borrower/GranteeVs efforts re: the 
effective utilization of resources and accurate 
forecasting of future problems; 



-- col  l e c t  data and in format i  on f o r  subsequent A. I .D. 
p r o j e c t  analyses and develop an h i s t o r i c a l  record 
o f  implementation f o r  the o f f i c i a l  A.I.D. p r o j e c t  f i l e s ;  

t 

-- prepare per iod ic  reports f o r  Mission and/or A.I.D./W 
review. 

The establ i shment of moni t o r i  ng and repor t ing  systems t o  f o l l  ow p ro jec t  
implementation i s a p a r t  o f  irnplementati on p l  anni ng. An important pa r t  
o f  t h i s  i s  the se lec t ion  of the data and informat ion needed t o  support 
the moni t o r i  ng system and judge progress against establ  i shed schedules 
and c r i t e r i a .  For most projects, some type o f  accounting system needs 
t o  be i ns ta l  l e d  and an understanding reached ea r l y  i n  the negot iat ion 
and implementation phases on the reports t o  be submitted by the 
Borrower/Grantee, contractors, o r  other part ies.  Reports cover i  ng 
pro jec ts  contain ing a pa r t i c i pan t  t r a i n i ng  component should u t i l  ized the 
Train ing Cost Analysis system w i l l  serve as the requ i red accounting 
system and provide the basis f o r  a l l  reports submitted by B/G, 
contractors and other par t ies .  * 

l l E l  
-- i d e n t i f y  implementation issues and p ro jec ts  no t  

performing s a t i s f a c t o r i l y  ; 

AID HANDBOOK 3 

2. Moni t o r i  ng Methods 

a. Borrower/Grantee P ro jec t  Reports 

Trans. Hwo. No. 
3: 59 

This includes repor ts  requ i red by the P ro jec t  Agreement and 
Implementation Let ters .  These normal l y  cons is t  o f  Progress Reports, 
shipping reports, and, i n  the case of mvenu -producing e n t i t i e s ,  
pub1 i c  or  p r i  vate, Annual Financial  Reports .P I n  determining the 
scope o f  these reports, a judgnent should be made whether the 
provisions i n  the standard Attachments t o  the Implementation Le t te rs  
meet A.I.D. 's needs f o r  the a c t i v i t y  i n  question. Modi f ica t ions 
should be made as required. For example, when an a c t i v i t y  i s  financed 
contingent upon an agreement wi th  the f i r m  t o  1 i m i t  the export  o f  i t s  
products, an appropriate requirement should be included i n  the 
Implementation L e t t e r  f o r  the fu rn ish ing  o f  data t h a t  w i l l  p e m i  t 
A. I .D. t o  v e r i f y  compl i ance. However, A. 1.0. r epo r t i ng  requirements 
shoul d be kept  t o  s minimum and maximum use made o f  i n te rna l  
management repor ts  generated by the Borrower/Grantee o r  i t s  agent. 
Changing Borrower/Grantee repo r t i  ng formats t o  make them eas ier  t o  
read i s  i n s u f f i c i e n t  j u s t i f i c a t i o n  f o r  devel opment o f  a separate 
A. I.D. report.  A progress repor t ing  system tha t  meets the needs 

ee Appendix 8A, Gui dance on the Preparation o f  Imp1 ementation Let ters ,  
L/ :;:tion E, Reports t o  be Subnitted toA.1.P. 

Effective Da* 

Jan. 13, 1988 

* Revised 

Page 910, 

11 -5 



1 lE2a 
o f  Borrower/Grantee management f o r  i n f o m a t i  on and control shoul d be 
sa t i s fac to ry  f o r  most A. I .D. purposes, e.g. , i f  a consultant 's progress 
repo r t  i s  comprehensive, i t  may  only need a Borrower/Grantee t ransmi t ta l  
memo when s u h i  t t e d  t o  A.I.D. 

A good monitoring system requires the t imely  col l ec t i on  o f  management 
i n f ~ r m a t i o n . ~  (See the A.I.D./Office o f  Evaluation pub l ica t ion 
"Manager's Guide t o  Data Col 1 e c t i  on", November 1979. ) I n  designing and 
implementing a data co l l ec t i on  system, the f o l l  owing types o f  questions 
should be answered: 

A I D  HAWDBOOK 3 
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-- what data i s  required f o r  A.I.D. monitoring, 
deci s i  on-making and downstream evaluation exercises? 

-- what reports,  survey methods and/or procedures 
should be used t o  c o l l e c t  the required data? 

Effecti  w Date 
September 30, 1982 

-- how frequent ly and by whom should the data be 
col 1 ected. 

Trans, MESO, Ho. 
3 :43 

-- are the costs o f  the data c o l l e c t i o n  system 
reasonable and j u s t i f i e d ?  

-- w i l l  such data and repor ts  be properly f i l e d  or  
recorded f o r  1 a ter  use? 

S i t e  V i s i t s  

Physical inspect ion o f  the a c t i v i t y  by A.I.D. i s  an essent ia l  
moni tor ing tool .  The purpose and coverage o f  s i t e  inspect i  on i s  best 
i l l u s t r a t e d  by the repo r t  which should be prepared and f i l e d  by A.I.D. 
s t a f f  conducting the s i t e  vi,si t (see Appendix 11C f o r  suggested 
procedures and format). The frequency and scope of  s i t e  v i s i t s  w i l l  
vary according t o  the nature o f  the p ro j ec t  and the ra te  o f  progress 
achieved. An appraisal o f  performance based on comparison o f  the 
w r i t t e n  repor ts  and s i t e  v i s i t  f ind ings against implementation plans 
should provide a basis f o r  i s o l a t i n g  problem areas and i d e n t i f y i n g  
fol low-up act ions t ha t  need t o  be taken. 

c. Consu l ta t ionw i th  P r o j e c t P a r t i c i p a n t s  

Among the most productive and t imely monitoring tool  s are 
conferences, meetings and personal consul ta t ions  wi th  
Borrower/Grantee, o f f i c i a l s ,  contractors, benef ic iar ies and other 

2/For f u r t h e r  guidance, see "Managers Guide t o  Data Collect ionn, O f f i ce  o f  
Eva1 u a t i  on, PPC , November 1979. 



project participants. Such information exchanges can be highly 
informative and are often needed to put in perspective the 
findings from other monitorng methods. Depending upon the subject 
covered or decisions taken, an AID memorandum to the files is often 
prepared to record the substance of such exchanges. Discussions 
and consultations with BorrowerIGrantee contractors can be very 
useful, but care should be exercised by AID personnel regarding 
infringement on the Borrower/Granteets management/contract 
administration roles and the possibility of giving unauthorized 
guidance or instructions to a contractor when AID is not a party to 
the contract. (Such discussions are usually held in the presence 
of, with guidance and instructions given through, BorrowerIGrantee 
representatives to avoid any contractual disputes.) Memorandums of 
discussion often should be prepared jointly to avoid subsequent 
misunderstandings. 

d. Review of Project Documents 

PAGE NO. TRANS. MEMO NO. 

Another major function of monitoring is the review of project 
documentation, i.e., the Project Agreement, Implementation Letters, 
~orrower/Grantee implementation plans, project work plans, 
financing instructions, contracts, delivery of performance 
certificates, inspection reports and billing and/or payment 
documents. While there may be a time differential involved, the 
flow of such documents apprises the reviewer of project actions and 
often confirms information from other reporting sources. The 
review of contract scopes of work and progress reports thereunder 
allow a tracking of physical events that can, if necessary, be 
measured or confirmed through subsequent personal inspectons by 
Project Committee personnel. If plans and schedules and the flow 
of such documentation are properly established in the beginning, 
project monitoring can be more effective and much less of a 
physical burden. 
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11F. Project Status Reporting 

The AID Project Officer assigned to the activity is responsible for 
the preparation and submission of periodic Project Implementation 
Status Reports. (See Appendix 11D for a suggested report format.) 
Such reports should briefly describe: progress achieved against 
plans and targets, problems impeding progress, and actions taken 
and to be taken concerning the activity. These reports should also 
indicate major AID monitoring or support actions remaining or to be 
taken during succeeding reporting periods and the entity and 
individual(s) responsible for follow-up. Reports should include 
information regarding the amounts and percentages of commitment and 
disbursements of AID funds, as compared with planned commitments 



and disbursements, and a realistic forecast of estimated 
cost-to-complete versus funds available for major project 
elements. The report may also include a summary rating section 
which can be used by the Bureaus for comparative assessments of 
implementation progress. If such information is adequately covered 
in BorrowerIGrantee reports, summary references thereto will be 
satisfactory. If a financing shortfall is foreseen, an analysis of 
the problem and recommended solution(s) should be summarized in the 
report. Achievement of noteworthy milestones and successes should 
also be highlighted. Periodic management reviews, including the 

3 
use of Project Implementation Status Reports, or their equivalents, 
shall be conducted at the Mission or AIDIW office level in 
accordance with Bureau portfolio supervision systems. Regional and 
Central Bureaus shall undertake Bureau level portfolio supervision 
reviews at least once each year and prepare summary reports thereon 
in accordance with guidance furnished by PPC and the Bureau for 
Management (M). 

Enforcement and Remedies 

AID HANDBOOK 3 

When the BorrowerIGrantee fails to comply with specific AID 
statutory and policy requirements or fulfill other responsibilities 
under the Agreement and Implementation Letters, AID'S first step is 

3 
normally to communicate with the BorrowerIGrantee about the 
deficiency and to review options for resolving the problem. Where 
the BorrowerIGrantee fails to satisfactorily rectify the situation, 
AID may invoke the terms of the Project Agreement, which will 
contain remedies or sanctions. In addition, AID'S de facto control 
over disbursements of AID funds is sometimes a reinforcement to 
requests for correction. Available remedies or sanctions may 
include: (1) obtaining a refund (if appropriate) from the 
BorrowerIGrantee; (2) informally holding up or formally suspending 
disbursements until the situation is corrected; (3) in extreme 
cases for loans, accelerating the maturity date of the loan; or 
(4) in the case of grants, further assistance for the activity may 
be cancelled. (See Appendix 11F for additional guidance regarding 
suspension and cancellation situations.) 

3 TRANS. MEMO NO. 
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All communications with the Borrower/Grantee regarding such 
problems should be sent from the Mission Director with appropriate 
clearances by the Mission Legal Advisor and Controller, to the 
BorrowerIGrantee official representative. While individual cases 
of deficiencies or problems should initially be communicated to 
Borrower/Grantee personnel by means other than an Implementation 
Letter, the Implementation Letter format should be used if the 
Project Agreement so indicates or if the condition reflects a more 
significant deficiency, misunderstanding or problem. 3 

EFFECTIVE DATE 

September 30, 1982 



APPENDIX 1 1 A  
nmmmmmon m PROGBZSS 

M J a I T o ~  5 c r u S T .  

T R A N S  MEMO NO. E F F E C T I V E  DATE PAGE NO. 

Chap. 11, App. A 

(1) 

AID HANDBOOK 3 ,  A p p  1 1 A  3 :43  September 30, 1982 

Cmm~/Ptojrct W a r  Date 

Rojct  Title Projact o f f i u t  

Borranr/Gr.otr 

1 1 A - 1  
L 



IMP-ATION AND PROGRESS 
MONITORING CHECKLIST 
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C o u n t r y / P r o j  ect Number D a t a  

Project T i t l e  P r o j e c t  O f f  i c e  

B o r r o w e r / G r a n t e e  

EFFECTIVE DATE 

September 30, 1982 
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Cormtry/Pto ject Number Date 

P r o j e c t  T i t l e  P r o j e c t  O f f i c e r  
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MPLEEIWTdTION AND PROGRESS 
MONITORING CEECKLIST 

Country/Proj ect Number Date  

P r o j e c t  T i t l e  P r o j e c t  O f f  i c a r  

Borrover /Crmtee  
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Couatrp/Proj ect EIrnnber Date 

Project Title Proj ect Officer 

BorroverIGrantee 

EFFECTIVE DATE 

September 30, 1982 
TRANS. MEMO NO. 
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MPLKkENTATION AHD PROGRESS 
MONITORING CHEmIST (7) 

Cauntry/Proj ect Krrmber Date 

Project T i t l e  P r o j e c t  O f f i c e r  

DATE 

ACCOWLISHED 

i 

30 

30a 

31 

32 

33 

34 

35 

HONITOEIIG 
OFFICER 

AND REUMU 

~ o r r w e r / G r m t e e  

EVmT 

BIG d i s t r i b u t e s  IPB t o  qual- 

i f i e d  f i rms.  

(Pre-bid conferences,  held  

in c e r t a i n  cases  should b e  

recorded. ) 

K. CONTRACTOR SELECTED AND- 
APPROVED: CONTRACT 
EXECUTED 

Bids submitted t o  B/G. 

BIG analyzes  bids , .proposes  

award. 

E l i g i b i l i t y  of con t rac to r  

andlor  equipment supp l i e r  

conf inned. 

Any proposed changes in term: 

and cond i t ions  of con t rac t  

included Fn IFB a r e  reviewed 

f o r  a c c e p t a b i l i t y .  

AID approves award, i f  appro- 

p r i a t e ,  o r  d isapproves  award, 

j u s t i f i e s  d i sapprova l  t o  BIG 

and recommends a l t e r n a t i v e  

ac t ion .  

TAXGEZ 

ORIGINAL 

DATE 

REVISED 
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Project Title Project Officer 

Borrwar/Grantea 
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Country/Project  Number Date  

Proj  act T i t l e  P r o j e c t  Officer 
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Borrwer/Crantee 
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Country/Proj ac t  Number Date 

Project  Title Projec t  Officer  

Borrever/Crmtee 
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MONITORING 
OFFICER 

AND m4Alw 
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DATE 

ACCOMOLISEED r 

52 

EoENT 

E. Other checks such a s  

Evaluations 

( i )  jo in t  evaluations 

( i i )  other  

(Brief report on r e su l t s ;  

act ions recommended; action 

taken) 

Physical completion of 

TAUEr DATZ 

1 

53 

54 

55 

56 

57 

OBIGINA~ 

Project. 

Fac i l i ty  tested and accepted 

by B/C. 

b. PROJECT WIND-UP 

Production/operation of 

f a c i l i t y  begins. 

Project completion report  

received f r o m  BIG. 

Continuing covenante of 

Project  Agreement upheld by 

B/G. 

Repayment schedule revised 

and sent  t o  Borrower. 

REVISED 
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GUIDANCE FOR MONITORING THE MEETING OF CONDITIONS PRECEDENT 

1. Procedure For Recordinn Actions in Meetine 

TRANS. MEMO NO. 
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Conditions Precedent 
The procedure outlined in this Appendix is suggested to assist 
missions in assuring that, before disbursements or issuance of 
commitment documents are authorized, all Conditions Precedent (CPs) 
to the action in question are met. The Project Officer, in 
consultation with other members of the Project Committee, is 
responsible for assembling documents and records concerning these 
conditions and for keeping appropriate officials advised of their 
status. The legal, technical and engineering members of the 
Project Committee are responsible for confirming to the Project 
Officer when conditions affecting their respective areas have been 
met; for other conditions the Project Officer is normally 
responsible. Such documents and records shall be kept in the 
official project files. 

EFFECTIVE D A T E  

September 30,  1982 

2. Conditions Precedent Memorandum 

PAGE NO. 
11B-1 

As soon as possible during the latter stages of the negotiations, 
or immediately after execution of the agreement, the Project 
Officer prepares a Conditions Precedent Memorandum (see Appendix 
11B-1), or equivalent, listing - all the conditions precedent that 
appear in the Agreement and indicating the action officers 
responsible for certifying as to their fulfillment. Following 
BorrowerIGrantee fulfillment of the CPs, action officiers are to 
complete, initial, and return a copy of the memo to the Project 
Officer. 

3. Notice to the Borrower/Grantee 

The Project Officer records fulfillment of CPs on the original of 
the Conditions Precedent Memorandum. When all conditions precedent 
to the first disbursement are met, the Project Officer prepares an 
appropriate Notice to the BorrowerIGrantee in the form of a Project 
Implementation Letter (PIL). This PIL will be cleared by the Legal 
Advisor and members of the Project Committee and signed by the 
appropriate AID official. (See Chapter 8C.3(b)(4) and Appendix 
11E.) A copy of this PIL must be sent to the Office of Financial 
Management (MIFM) so that MIFM will be cleared to take action when 



the first request for disbursement or opening commitments is 
received from the BorrowerIGrantee. (It is a good practice to 
attach a copy of this PIL to the first request for issuance of an 
L/COM or Disbursing Authorization to confirm to M/FM that 

PAGE NO. 
l l B - 2  

Conditions Precedent have been duly met.) d 

EFFECTIVE DATE 
September 30, 1982 

TRANS. MEMO NO. 
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HEM0R;WDLM TO: (Appropriate Project Committee member) 

FROM (Pro j e c t  Officer) 

SUBJECT RECORD ACTIONS I N  XEETZNG CONDITIONS PXCEDLhiT FOR 
AID LOA.N/GR;SNT RO. 
(PROJECT TITLE) 

The conditions precedent to  disbursement under t h i s  l o a d g r a n t  a re  

described below. Please complete, i n i t i a l  and return a copy of t h i s  

memo a s  the condition(s) for  whic! you a re  responsible hadhave been 

fulf f i l e d .  

Requir enent s 

Actions Taken/ Date Clearing 
Ident if icat ion Accepted Officer 
of Document 
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GUIDANCE FOR PEUZT.4RATION OF 

REPORT ON S I T E  IXSPECTION 

AID HANDBOOK 3, ~ p p  11C 

. PURPOSE 

The purpose of the field site v i .s i . t  i.s to check out progress 

of the project on a first hand basis and review, as appropriate, 

TRANS. MEMO NO. 

3143 

problem areas with operational personnel. Periodic field visits are 

essential for mintaining an independent check on the project and 

EFFECTIVE DATE 
September 3Q, 1982 

utility of the project implementation reporting system. 

PAGE NO. 
11C-1 

2 ,  GUIDELINE FOR S I T E  INSPECTION REPORT 

The attached format, Appendix 11C-1, has been developed for 

the use of the Project Officers, Engineers, Technical Committee 

L/ 
members and other personnel as a general guideline in reporting on the 

results of site inspection visits. This guideline represents a suggested 

checklist of elements to be covered. This list of items ?Jill not be 

appropriate for every project and would not necessarily be covered in 

every inspection. If a particular activity or intended inspection 

dictates a more general or more limited focus, the format should be 

adjusted accordingly. Coverage during the inspection wtll vary 

depending on the: 

- nature of the project; 
-- capability and effectiveness of B/G 

personnel, its consultants and other 

technical and supervisory gersonnel; 

-- stage reached in implementation of 

the project; 

- accuracy of previous oral and 
and written reports; 



- results observed on previous site visits 
and/or problems being encountered, and 

-- time available for conducting the field 

inspection. 

3.  PREPARATION FOR SITE VISIT 

Due to manpower constraints, site inspections are seldom 

carried out by C o d t t e e  members as frequently as dictated by project 

conditions. Therefore, adequate inspection team preparations must be 

made to: 

PAGE NO. 
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- review progress or issues of concern to 
various Committee members who may not be 

in attendance; 

-- make efficient use of AID, E/G and 
contractor staff time and support during 

an inspection, and 

- enable prompt distillation of information 
and distribution of the site inspection 

report so that timely and effective 

corrective actions are taken, 

(Note: Site inspections take time and money and can divert 

scarce resources (e.g. E/G management time) away from other important 

I EFFECTIVE DATE 

September 30, 1982 

tasks. Because of this, conscious efforts must be made by site 

inspection teams to focus their efforts and then support subsequent 
SO 

corrective actions,/ that the net effect of the site visit becomes a 3 

TRANS. MEMO NO. 
3:43 

positive contribution to implementation of the project.) 
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To promote prior planning and analysis, it is suggested that 
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Section A, Backsround, in the attached reporting format be completed 

prior to departure of the individual or inspection team. This Section 

should reflect discussions among the members of the Project Committee, 

TRANS. MEMO NO. 
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with the BorrowerlGrantee or others concerned with the particular 

aspects of implementation being emphasized at tht time. Borrower/Grantee 

collaboration and participation in site visits should be a prerequisite 

EFFECTIVE DATE 
September 30, 1982 

unless special circumstances, e.g., special audit regarding utilization 

PAGE NO. 
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of inputs, dictate otherwise. 

4. REPORT PREPARATION AND DISTRIBUTION 

The site inspection report is to be prepared and distributed 

e as quickly as possible after the field trip, especially to personnel 

having action responsibilities thereunder. It is suggested that site 

inspection reports confine themselves to a factual presentation of the 

results and avoid generalizations and broad, sweeping statements of 

opinion. 

The Project Officer (or other Committee member) conducting 

\c, 
the site inspection is responsible for completing -the inspection 

report, assuring that recommendations are made to the appropriate 

party and required follow-up actions effectively carried out. 

If the site inspection is conducted by an AID/w team, significant 

findings of the team should be discussed with members of the Yission 

and, as appropriate, the U.S. Embassy. .A draft report should be 

provided to the liission Director for discussion and clearance and 

responsibility for follow-up actions by USXID and/or offices must be 

clearly specified prior to the team's departure from the Xission. 



FORMAT FOR SITE INSPECTION REPORT 

(Report Number) 

(Date of Report) 

country 

Project Title/Number 

Reporting Officer(s1 

Agreement Amount Disbursements: 

Planned 

Period Covered to Actual 

A. Background : 

1. Officials Participating in Site Inspection 

(Names, Titles, Organizations) 

2. Purpose of Site Inspection 

(Briefly describe the project and physical organizational 

progress reported to date. Major issues or problems which have been 

identified should be listed and description given of. special implemen- 

tation aspects that are to be examined by the inspection team.) 

B. Summary Conclusions and Recommendations: 

(This section should be a concise summary of inspection 

activities and conclusions made regarding aspects or problems 

investigated. Recommendations for specific remedial actions should be 

presented and responsibility therefor defined.) 



C. Inspection/Reporting Deta i l s  (included as appropriate)  

1. Discuss any changes o r  adjustments needed 

in p r i nc ipa l  p ro jec t  documentations (Agreement, PILs, L e t t e r s  of 

Comztitment, con t rac t s ,  e t c , ) .  

2. Organization and knagement 

a. Br ie f ly  descr ibe  progress with respect  t o  the  r o l e s  being 

played by key Borrower/Grantee o r  consultant  manageaent personnel 

responsible f o r  carrying out  the  project .  ( I f  covered i n  a previous 

inspect ion repor t ,  so s t a t e  and i nd i ca t e  whether any s i gn i f i c an t  changes 

have occurred. ) 

b. Describe t h e  effect iveness  with which the  project  is being 

managed. 

A'D 3, App llC(1) 
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l l C  (1) - 2  September 30, 1982 

3. S ta tus  of Engineering, Technical and Planning Progress 

TRANS. MEMO NO. 
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Describe t he  na tu re  and progress of engineering and technical  

work accomplished to  date,  and i nd i ca t e  whether t h i s  is proceeding on 

schedule. If delays have occurred o r  a r e  an t i c ipa ted ,  a s ce r t a i n  reasons 

and t h e  s teps ,  if any, proposed t o  o f f s e t  the  s l ippage o r  to  re-schedule. 

Ind ica te  work remaining i n  current  phase, p o t e n t i a l  problens and s t e p s  

taken o r  t o  be taken t o  resolve  them. Xote espec ia l ly  f a c to r s  a f f ec t i ng  

the  o v e r a l l  character  and progress of the  p ro jec t .  

4. S ta tus  of Procurement of Goods and Servicas 

b d i c a t e  the  progress made i n  the  procurement program: the i t a s  

(by general  category) offered f o r  tender,  order  placed, items del ivered 

to  the  s i t e .  Ind ica te  adherence t o ,  o r  s l ippage from, the  es tabl ished 

schedule. Ascertain whether the  current  de l ive ry  schedule f o r  t he  

e n t i r e  p ro jec t  i s  cons i s ten t  with the  const ruct ion and i n s t a l l a t i o n  



schedules. Note any current or potential problems and steps taken or 

AID HANDBOOK 3, App 11C (1) 

which are to be taken, and by whom, to resolve them. Note especially 

factors affecting the character and progress of the project. Where 

TRANS. MEMO NO. 
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appropriate, indicate whether requirements for "marking" materials and 

equipment and shipping are being adhered to. 

EFFECTIVE DATE 

September 30, 1982 

5 .  Status of Construction and Installation 

PAGE NO. 
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Describe briefly the progress of construction and instal- 

lation to date. If practical , include photographs in the report. 

Indicate adherence to schedules and note any current or potential 

problems. Indicate whether materials and labor resources appear 

adequate and the extent of quality control seasures. If applicable, 

note existence of signs on or near the construction/installation which 

identify A,ID participation. 

6. Utilization 

Briefly confirm installation and the effectiveness of 

utilization of major pieces of equipment on the project. 

7. Training 

If training is involved, briefly describe the progress being 

achieved in this phase and determine whether personnel and organi- 

zational development are keeping pace vith other activities. 

8. Disbursements of AID Funds 

Review financing methods and note relationships between the 

disbursement of AID funds and physical accomplishments under technical 

assistance, engineering, procurement, construction and installation 

and training activities. Describe procedural difficulties or problems, 

if any, in obtaining financing instruments or disbursement of AID 

funds for the project. Discrepancies between planned and actual 

disbursement conditions should be noted. 



9. Review the status in carrying out the Financial Plan and, if 

applicable, summarize the financial situation of the BIG implementing 

agency. Ascertain the availability of funds required (from all 

sourres) to complete the project. Note particularly any changes 

PAGE NO. 
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forecast for cost of the project, especially elements financed by AID, 

and the timing of any projected shortfalls. 
3 

10. Note the reliability and utility of the project's management 

information system and BIG reporting to AID. 

11. Hission Coordination (if site visit conducted by AIDIW Team) 

Report briefly on: 

a. Mission problems, if any, in the areas of project 

support and monitoring. 

b. Mission views and recommendations on the Team's 

findings; if appropriate, attach materials provided by the Xission. 

c. Follow-up actions to be taken by the Wssion and/or 

BIDIW, specifying, where appropriate, the offices to which action 

responsibility was assigned. 

EFFECTIVE DATE 

September 30, 1982 
TRANS. MEMO NO. 
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SUGGESTED FORMAT APPENDIX 11D 
PROJECT IMPLEMENTATION STATUS REPORT* 

AID HANDBOOK 3, App 1 

TO : 

FROM: (Pro jec t  Of f i c e r )  

SUBJECT: Pro j ec t  S t a t u s  Report - 
(Name/Nmber of P ro j  e c t )  

(Period Ending 1 

Date 

TRANS. MEMO NO. EFFECTIVE DATE 

3 : 4 3  Seatember 30, 1982 

A. H i s t o r i c a l  Data 

1. Authorization Date (and amendments, i f  any) 

PAGE NO. 
11D-1 

2. Agreement Date (and amendments, i f  any) 

3. Amount au thor ized lob l iga ted  (Original/Revised) 

4.  Date CPs m e t  

5. PACD (Original/Revised) 

B. F inanc i a l  S t a tu s  

Show T o t a l  P r o j e c t  co s t ,  AID Funding FX and LC) ; Host Government; and 

o t h e r  Donor funding f o r  both o r i g i n a l  and, i f  app l i c ab l e ,  t h e  revised 

cos t  . 
Compare accrued expendi tures  wi th  expendi ture  t a r g e t s  as of t h e  cu r r en t  

F/Y . 
Give schedule  of subsequent AID Obligat ions  ( i f  no t  y e t  f u l l y  funded o r  i f  

a d d i t i o n a l  funding foreseen. ) 

C. Accomplishments 

(Comment on progress  made on key components of p r o j e c t ,  e.g., cons t ruc t ion ,  

procurement, t r a i n i n g ,  consul t ing s e rv i ce s ,  etc., wi th  emphasis on a c t u a l  

ve rsus  planned progress  and ac t i ons  accomplished s i n c e  the  previous  

s t a t u s  repor t .  ) 

- 
*This repor t  i s  normally prepared wi th in  30 days following c l o s e  
of a repor t ing  period o r  a s  determined by Bureau o r  Mission. 



D. Problem 

(Comment on problems, p r e s e n t  and foreseen ,  which a r e  o r  w i l l  become s i g n i f i c a n t  

PAGE NO. 

l lD-2 

b a r r i e r s  t o  t h e  achievement of ou tput  t a r g e t s  o r  p r o j e c t  ob jec t ives . )  

E. Recommended Actions 

(Describe recommended a c t i o n s  t o  s o l v e  t h e  above problems, i d e n t i f y i n g  t h e  

r e s p o n s i b l e  p a r t y ,  e.g., Borrower/Grantee, USAID o f f i c e ,  AID/W o f f i c e .  Emphasizing d 

EFFECTIVE DATE 

Sep tember30 ,1982  

those  s p e c i f i c  a c t i o n s  t o  be  taken during t h e  subsequent two r e p o r t i n g  qua r t e r s . )  

F. Rat ing of P r o j e c t  a s  t o  c o n d i t i o n  and p rog res s  

(This  s e c t i o n  is t o  be  completed, t o  t h e  = t e n t  r equ i r ed  by t h e  Xi s s ion  o r  Bureau, 

TRANS. MEMO NO. 
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using,  a s  app ropr i a t e ,  t h e  elements  suggested below.) 

AID HANDBOOK 3,  App 1 1 D  

I f  used by Hiss ions  o r  Bureaus, r a t i n g s  on i n d i v i d u a l  l oan  and g r a n t  p r o j e c t  

e lements  should conform t o  t h e  fo l lowing  s c a l e :  ( 1  - 3) - minor o r  no problem; 3 - 

( 4  - 7) - moderate problems; and ( 8  - 10) - s i g n i f i c a n t  problems. The assignment 

of numbers should r e f l e c t  d i f f e r e n c e s  between ( i )  o r i g i n a l  o r  r ev i sed  requirements  

and schedules  and ( i i )  p r o j e c t  cond i t i ons  a t  t h e  t ime of r epo r t ing .  

1. compliance wi th  condi t ions /covenants  

2. p r o j e c t  c o s t s  ve r sus  confirmed f inanc ing  

3 .  disbursement  p rog res s  (AID and Host Country) 

4 .  donor / a s s i s t ance  coord ina t ion  

5. completion of AID i n p u t s  w i t h i n  the  c u r r e n t  PAC3 

6 .  procurement/contracting/delivery/utilization of commodities 

7 .  c o n s t r u c t i o n  and u t i l i z a t i o n  of f a c i l i t i e s  

8. B / G  performance i n  management, p rovis ion  of i ts  
con t r ibu t ion ,  e t c .  



9. p r o j e c t  management/control 

10. i n s t i t u t i o n a l  development 

11. performance of c o n s u l t a n t s / s e r v i c e  u n i t s  

120 personnel  r e c r u i t i n g  and t r a i n i n g  

a c t i v i t i e s  

13. maintenance of p r o j e c t  accounting,  d a t a  

c o l l e c t i o n  and r e p o r t i n g  systems 

1 4 .  gene ra t ion  of ou tpu t s  and b e n e f i t s  

15. b e n e f i c i a r y  acceptance/part icipation 

16. cont inuing  v a l i d i t y  of p r o j e c t  o b j e c t i v e s  

and des ign  

1 7 .  o t h e r  (desc r ibe )  

AID HANDBOOK 3, App 11D 

Suggested performance ranges:  f o r  p r o j e c t s  f a i l i n g  t o  meet 

cond i t i ons  precedent  w i t h i n  6 months o r  no t  adhering t o  covenants 

( i t em 1 )  ; c o s t  overruns f o r  t h e  p r o j e c t  o r  AID p o r t i o n  exceeding 

o r i g i n a l  planned c o s t s  by 30% o r  more ( i t em 2 ) ;  d i s b u r s a e n t s  of AID 

o r  Borrower/Grantee funds more than  30% below c u r r e n t  schedules  ( i t em 

3 ) ;  expected e x t e n s i c n s  of PACD beyond one yea r  ( i t em 5 ) ;  p h y s i c a l  o r  

procurement progress  a o r e  than one yea r  behind schedule  ( i t em 6 and 

7 ) ;  Borrower/Grantee is no t  submi t t ing  r equ i r ed  r e p o r t s  ( i t em 1 2 ) ;  a 

TRANS. MEMO NO. 
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minimum r a t i n g  of 6 (moderate problem) should be  given f o r  t hose  

f a c t o r s .  Depending on t h e  s i g n i f i c a n c e  of t h e  f a c t o r  t o  t h e  o v e r a l l  

success  of t h e  p r o j e c t ,  an o therwise  moderate r a t i n g  (6) would be  

r ev i sed  upwards ( 7 - l o ) ,  e . g . ,  r ev i sed  t o t a l  p r o j e c t  c o s t s  exceed 

planned c o s t s  by only  25% bu t  s i n c e  f i nanc ing  is unava i l ab l e ,  w i l l  

prevent  achievement of p r o j e c t  ob j ec t i ve s . )  

Frequency of Reporting: 

(As noted prev ious ly ,  t h e  format ,  conten t  and frequency of t h e  P r o j e c t  

Implementation S t a t u s  Report a r e  t o  be def ined  by t h e  r e s p e c t i v e  

Bureau. The foregoing is  on ly  suggested s i n c e  i t  cannot f i t  a l l  t ypes  

of p r o j e c t s  o r  s i t u a t i o n s .  I t  is ,  nonethe less ,  recommended f o r  Bureau 

and Mission use  s i n c e  i t  can h e l p  improve p r o j e c t  implementation, 

monitor ing a ~ l d  p o r t f o l i o  superv is ion .  The P r o j e c t  Implementation S t a t u s  

Report,  o r  i t s  equ iva l en t ,  should be  prepared a t  l e a s t  semi-annually and 

reviewed by Mission and/or  Bureau management.) 

AID HANDBOOK 3, App 11D 
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APPENDIX 11E 

AID HANDBOOK 3, App 11E 

SPECIFIC MONITORING RESPONSIBILITIES 

This Appendix contains a more detailed presentation of typical 
monitoring responsibilities applicable to most AID-financed 
activities. Direct responsibility for performing or seeing that 
others perform such functions will depend upon the specific project 
and AID'S role with respect thereto. (See discussion of AID roles 
in Chapter 8, Sections 8B and 8C. ) 

TRANS. MEMO NO. 
3:43  

1. Verifies Com~liance with Conditions 
Precedent and Covenants 

EFFECTIVE DATE 
September 30, 1982 

The Project Officer is responsible for the verification of 
Borrower/Grantee compliance with conditions precedent and covenants 
of the project agreement. More specifically, he/she: 

PAGE NO. 
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-- obtains legal opinions or documentation where necessary; 

-- processes, or sees that others process, extensions, 

modification to conditions and covenants as appropriate; 

-- advises Director when CPs are not met and recommends 
appropriate action; 

-- confirms that CPs are met by issuance of PIL; 

-- oversees compliance with covenants. 

The type of project and nature of covenants being monitored should 
dictate the system of monitoring needed. A suggested procedure for 
recording actions in meeting conditions precedent is found in 
Appendix 11B. 

2. Assures that Procurement Contracts are Solicited and 
Neeotiated on Schedule and In Accordance with AID 
Requirements: 

-- elicits assistance and coordinates efforts of AID 
specialists (e.g., legal, technical, contracting, 
administrative) to oversee and expedite the 
procurement and contracting system; 



-- obtains assistance, as needed, from A I D  contracting 
officer and/or legal advisor, advises 
Borrower/Grantee officials, implementation agents, 
bidders and contractors on A I D  requirements; 

-- ensures prompt A I D  review and approval of bid 
analyses, awardee selections and drafts negotiated 
and/or final contract documents; 3 

AIDHANDBOOK 3, 1 1 ~  

-- as required, sets up appropriate A I D  instruments to 
finance approved contacts or arranges reimbursement 
mechanisms if the BorrowerIGrantee is making initial 
payments to contractors. 

TRANS. MEMO NO. 
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3. Assures that Procurement Contracts are Completed Expeditiously 
and in Conformance with A I D  Regulations: 

EFFECTIVE DATE 

September 30, 1982 

-- monitors progress against contracting plans and 

delivery schedules to ensure timely and cost 
effective delivery of all required goods and 
services. 

-- assists Borrower/Grantee and suppliers in resolving 
disputes and unforeseen difficulties; 

-- as appropriate, makes independent, or joint contacts 
or inspections to confirm progress and avoid 
problems regarding manufacturing, testing, packing, 
inland delivery, marshalling and ocean 
transportation of goods; 

-- ensures BorrowerIGrantee arrangements for shipping 
control, customs clearance, receipt and inland 
transportation are proceeding in accordance with 
plans ; 

-- assists BIG and/or contractor personnel with the 
preparation of invoicing and payment documentation; 

-- reviews Borrower/Grantee commodity storage and 
warehousing methods to ensure safekeeping of goods 
and satisfaction of warranty provisions or 
operational needs until installation and start up 
are effected. 



4 .  Verifies Compliance with Specific Requirements on 
AID-financed Items 

AID HANDBOOK 3, App 11E 

Verification of compliance with the various specifically enumerated 
requirements of AID is accomplished either by (1) review and 
approval prior to contract award or direct disbursement; (2) a 
post-audit of documentation presented to obtain reimbursement; or 
(3) audit and inspection of the specific activities by Controller, 
Audit and operating personnel responsible for monitoring. To 
ensure that their responsibilities are effectively carried out, the 
Office of Financial Management (FM) must be furnished with signed 
or conformed copies of all Project Agreements, Amendments and 
Implementation Letters and correspondence pertaining to 
interpretation of AID requirements and eligibility of costs to be 
financed thereunder. 

a. Eligibility of Items for AID Financing. AID approvals of 
invitations for bid, contracts and requests for disbursement are 
designed to provide AID with a check as to the eligibility of items 
to be financed. A review of the terms of an IFB or RFP will 
establish whether the documents contain specification and quantity 
as well as source/origin specifics which match the Project 
Agreement or other documentation. Such requirements, and invoicing 
and reporting which will allow review of compliance, shall be 
specified in contracts and purchase order. 

TRANS. MEMO NO. 

3(43 

1) Imported Goods 

The Project Officer or other appropriate Committee member 
examines each request by the BorrowerIGrantee for financing to 
determine that the items for which financing is requested are 
eligible under the Agreement or subsidiary documentation. This is 
done before AID will (1) approve procurement actions related 
thereto; (2) issue a Letter of Commitment to finance the specified 
items; or (3) effect disbursement under one of the other 
mechanisms, such as reimbursing the BorrowerIGrantee for payment 
made from its own resources. In normal practice, such requests are 
certified by the BorrowerIGrantee's consulting engineer as being 
necessary and appropriate for the activity. Though AID may place 
considerable reliance on such certifications, AID retains its right 
of refund based on a post audit. 

EFFECTIVE DATE 

September 30, 1982 

2) Locally  rocb bred Goods 

PAGE NO. 
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Where the project provides for AID financing of goods and 
services procured locally, AID must examine each payment 
request to determine if the purchase is an eligible item and 
whether payment will be by the reimbursement method or direct 



payments to suppliers on behalf of the BorrowerIGrantee. 
(Note: Procurement procedures for locally financed items may 
vary from those purchased with AID dollars. Also, the Fixed 
Amount Reimbursement (FAR) method of financing uses a slightly 
different verification approach.) 

A further verification by AID, with regard to imported as well 
as locally procured goods, is made through the end-use check 
on project inputs which may be conducted by the Controller or 
AID audit group and also by the regular site inspections made 
by other AID personnel. 

AID HANDBOOK 3, ~ p p  1 1 ~  

3) Financing of Services I 

TRANS. MEMO NO. PAGE NO. 

The terms of an IFB or RFP and the contracts must specify the 
I 

nature of eligible services and terms of payment so that 
verification of services and documents submitted with payment 
or reimbursement requests can be made against the appropriate 
contractual clauses. Payments or disbursements by AID are 
effected as provided for in the contract or Implementation 
Letters. 3 

EFFECTIVE DATE 

Where the contract covers both foreign exchange and local 
costs. it will normally show these in a "two-currencv" 
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breakout. Arrangements are made by the B/G and AID ;o make 

September 30, 1982 

payments for eligible foreign exchange components in U.S. 
dollars or other appropriate currency. Payments for local 
cost components may be made by AID or the Borrower/Grantee. 
In these cases, the AID review of supporting payment 
documentation may rely on certifications by BorrowerIGrantee 
or its consultants that goods and services were provided in 
accordance with the contract. However, such payments are made 
subject to periodic verification by site inspections and 
subsequent to fiscal audits by AID. 

b. Eligibility Date of Transactions. Transaction and 
documentation dates should be checked for conformance with 
eligibility dates established by the Project Agreement or 
Implementation Letters. 

c. Reasonable Price of Goods. This element is reviewed and 
passed on by AID as a part of overall contract award and approval 
process. In certain cases, it may also be reviewed when invoices 
are submitted or the subject of post audit voucher reviews. The 
responsible AID officer may seek assistance from contracting or 
commodity specialists on this matter. 



d. Source of Goods. The source/origin of goods offered 
should be confirmed as eligible at time of bid or proposal 
evaluation. Subsequent shipping or field inspections and/or 

I 

checking of payment documentation will reinforce determinations of 
compliance with contractual terms. 
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e. Transportation Services and 50150 Shipping. The 
source/origin of ocean or air transportation services is determined 
by the flag of registry of the vessel or aircraft used. Compliance 
is verified by reviews of Ocean Bills of Lading or Airway Bills and 
periodic Shipping Reports. (See Note below.) Requirements for the 
amounts to be shipped in different types of ocean vessels are 
specified in the Project Agreement and Implementation Letters. 

EFFECTIVE DATE 

September 30, 1982 AID HANDBOOK 3, App 11E 

With regard to requirements 4c through 4e above, verification of 
compliance by AID is normally accomplished by a post audit of 
documentation submitted in support of disbursement requests. (Also 
see discussion on administrative approval of vouchers in Appendix 
8B and Project Officer's Guidebooks in Supplement 1A to this 
Handbook.) 

TRANS. MEMO NO. 
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Note: Where AID determines that compliance with the "50/50" 
shipping requirement must be achieved within the scope of a 
particular activity and to highlight the need for planning, the 
Borrower/Grantee or its agent is required to file Quarterly 
Shipping Reports. While this report duplicates the data ultimately 
collated by AID from the Supplier's Certificate(s), it helps the 
Borrower/Grantee to remain aware of shipping progress and to plan 
for the placing of requisite tonnage of oceanborne shipments on 
U.S. flag vessels, as required by the Agreement. These shipping 
reports also permit AID to note, at an earlier stage, any serious 
imbalance in shipping goods on appropriate categories of vessels 
and to assist the BorrowerIGrantee in adjusting its logistics 
arrangements to correct deficiencies, if any. 

f. Nationality of Services. The nationality and eligibility 
of an individual or firm to provide services (or goods) is - 
established during prequalification. If there is no . 

prequalification, nationality is one of the factors considered by 
AID in approving the contractor selected for negotiation or award. 
Subcontractors must also be in compliance as specified in 
Implementation Letters or attachments, e.g., Handbook 11, Country 
Contracting. 

g. Reasonable Price of Services. This element is reviewed 
and passed on by AID as part of overall contract review and 
approval process for services contracts. 



h. Notification of Potential Suppliers. This requirement 
applies in general to the procurement of AID-financed (i) equipment 
and materials, and (ii) services where formal or informal 
competitive bidding is appropriate. (See Handbooks 11 and 14 for 
specific requirements and details.) Monitoring compliance with 
this requirement usually is accomplished through AID'S processing 
of Borrower/Grantee requests for advertising and collection of 
sample advertisements placed by the B/G in appropriate newspapers 
or trade journals. Under certain circumstances, notificatins may 
be by direct means, e.g., by cable or Telex. 

i. Marine Insurance. The responsibility for determination of 
compliance with this requirement is vested in the Office of the 
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Controller, AID/W. The Geographic Bureaus are furnished with 
determinations of whether individual countries meet the requirement 
of nondiscrimination. It is the responsibility of the Controller 
to inform the Bureau concerned immediately of any change in 
status. When discrimination occurs, AID corrects the situation by 
advising the Borrower/Grantee and incorporating in Letters of 
Commitment or other commitment documents the requirement that 
AID-financed goods be insured with U.S. marine insurance firms in 
order to be eligible for AID financing. 

3 TRANS. MEMO NO. 
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j. Marking and Publicity. The techniques used by AID to meet 
this requirement are set forth in Handbook 15. Where the marking 
of goods applies, the supplier will find this requirement in its 
contract and, if appropriate, its Letter of Credit. Where other 
payment arrangements are used, certification of compliance is 
usually included in required payment documents. The check of 
actual compliance with the requirement of marking, publicity and 
signs at project sites is accomplished by pre-shipment inspections 
by B/G or AID personnel, end-use checks and site visits. 

5. Verifies Compliance with AID Requirements 
on Items Not Financed by AID. 

3 

EFFECTIVE DATE 

September 30, 1982 

Pursuant to a standard requirement in AID Agreements, no 
AID-financed goods or services are to be used to promote or assist 
a foreign aid project or activity associated with or financed by a 
country not included in AID Geographic Code 935 (i.e., co-mingling 
of AID assistance with non-Free World countries.)* [Footnote: *See 
Handbook 18 for definition of AID Geographic Codes.] Missions 
should focus on this issue at the earliest possible time in 
considering an activity for AID financing. Thereafter, periodic 



review of BorrowerIGrantee development programs involving non-Code 
935 countries, site visits to AID projects and reviews of other 
documentation or information sources will enable monitoring of BIG 
compliance with this requirement. (See Handbook 1, Supplement B, 
Chapter 9 for a further discussion of this subject.) 

6. Assures that Funding is Available on Time: 

PAGE NO. 
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- - works with other AID staff and BorrowerIGrantee to assure 
that BorrowerIGrantee contributions are budgeted for and 
funds released in timely and sufficient amounts. 

EFFECTIVE DATE 
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-- processes or clears BorrowerIGrantee funding requests and 
documents. 

TRANS. MEMO NO. 

3 :43  

-- reviews contractors' payment vouchers, as required, and 
helps BorrowerIGrantee resolve payment problems. 

-- reviews periodic dollar and local currency financial 
reports and helps BorrowerIGrantee forecast cash flow 
requirements. 

7. Review Effectiveness of Implementing Agent: 

-- follows BorrowerIGrantee personnel selection and 
participates, when appropriate, in personnel assignment 
approvals; 

-- reviews BorrowerIGrantee management, information and 
decisionmaking systems; 

-- obtains progress and special reports from the 
implementing agency; 

-- evaluates performance of the implementing agent 
(contractor or other). 

8. Provides Periodic Information to the Mission Director 
on the Project: 

-- makes periodic field visits, remains current on all 
project acitivites and identifies problem areas; 

-- makes analyses of implementation progress, directions and 
cost issues; 

-- prepares reports including Project Implementation Status 
Report (see Chapter 11, Section 11F) for Mission Director 
on progress and problems. 



9. Evaluates Projects and Assures Feedback of Information into 
the Project Management System: 

-- supervises AID evaluations and assessments of project 
management and implementation; 
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-- makes revisions in project documentation when appropriate; 1 

TRANS. MEMO NO. 
3 : 4 3  

PAGE NO. 

llE-8 

-- helps Borrower/Grantee mobilize and manage resources to 
implement evaluation recommendations. 3 

EFFECTIVE DATE 

September 30, 1982 

10. Helps Coordinate Donor Project Acitivities (if applicable): I 
-- assists BIG in establishment of a coordinating and 

supervision mechanism, including representatives from all 
participating donors; 

-- participates in intra-donor project supervision 
activities, including preparation of reports and 
assessments of progress. 

11. Gathers Project Information and Documentation and Sees That it 
is Properly Maintained in the Official AID Project Files: 

3 
a. General. Proper development and maintenance of official 

project files is one of the most important responsibilities of the 
Project Officer. Helshe must make continuing judgments as to the 
need for recording specific actions and communications and/or 
retaining records and documentation relevant to the design, 
approval, negotiation, implementation and operation of a project. 
There are specific requirements and procedures regarding 
recordkeeping, filing and project files (see Handbook 21) and each 
Mission or Office may have additional requirements. 
Notwithstanding, the Project Officer is responsible for developing 
and maintaining information and documentation on all aspects of 
aproject which-helshe feels are critical to ensuring or recording 
the successful completion of the activity. This responsibility 
includes the gathering and maintenance of data (such as Baseline 
Data) which will be used by others beyond the PACD, e.g., during 
special or impact evaluations. 

Each Bureau or office in AIDIW and overseas missions (C and R 
Supervisor or other designated employee) is required to prepare a 
written "Files Plan" which lists the types of files being 
maintained by the organization, the location of the file station in 
which each type of official fiie is maintained and the custodian of e) 



the file station. Beyond the Project Officer and other Committee 
members, it is the responsibility of - all personnel who receive or 
originate correspondence or other official documents to assure that 
allysuch documents are placed in the official files and are not - 
retained in personal or working files. If there is any doubt as to 
whether an individual should record a conversation or place 
information relating to the project in the Official Project Files, 
helshe should consult Handbook 21 and/or the responsible Project 
Officer. 

b. Suggested Organization of Official Project Files. Because 
Handbook 21 may not answer all questions about setting up files for 
all kinds of projects, a suggested project files system is given 
below. In case of conflict, use guidance provided in HB 21. 

PAGE NO. 
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(1) Project Application File (preliminary work and 
correspondence ) 

EFFECTIVE DATE 

September 30,  1982 AID HANDBOOK 3, ~ p p  11E 

(2) PID File (including guidance, correspondence and studies) 
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(3) Pro.ject Development File (materials leading to completed 
pp 1 

(4) Implementation Folder - 

(a) Project Paper and Authorization, plus any amendments 
(b) Project Agreement, plus any amendments 
(c) Current Correspondence (within 3, 6 or 12-month 

period) 
(d) Conditions Precedent Documents 

(5) Financial Transactions File - 
(a) Commitment and Payment Summary 
(b) Letters of Commitment (all subfiled separately with 

letters of credit, etc., thereunder) 
(c) Direct Reimbursement Documentation 
(d) Direct Payment transactions, including bonds, if any 
(e) Project cost-to-complete budgets 
(f) Other financial information 

(6) Contract Files (one for each major contract) 

(7) Prior Correspondence Files (by calendar periods) 

(8) Procurement Correspondence 



( 9 )  Periodic BorrowerIGrantee Reports 

(10) AID Progress Reports 

(11) Project Audits 

(12) Evaluation Fi le  

(13) Bulk Materials Fi les  (as  required). 

PAGE NO. 
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APPENDIX 11F 

GUIDANCE FOR PROJECT SUSPENSION 
OR CANCELLATION SITUATIONS 
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1. Scope o f  Appendix 

1 E F F E C T I V E  DATE 

September 30, 198-2 AIDHANDBOOK 3, 1 1 ~  

T h i s  Appendix d i s c u s s e s  P r o j e c t  O f f i c e r  and Committee 
r e s p o n s i b i l i t i e s  when a  p r o j e c t  o r  p a r t s  of i t  a r e  t o  be 
t e m p o r a r i l y  suspended o r  permanent ly  c a n c e l l e d  a s  under ,  e . g . ,  

TRANS.  MEMO NO. 
3 :43  

- 

A r t i c l e  D: Te rmina t ion ;  Remedies of  t h e  P r o j e c t  Loan S tandard  
P r o v i s i o n s  Annex, Annex 2 t o  Appendix 6A-1. Guidance g i v e n  i s  
des igned  t o  h e l p  P r o j e c t  O f f i c e r s  and Committee Members perform 
t h e i r  f u n c t i o n s  p r i o r  t o  making a c t i o n  recommendations t o  t h e  
P r i n c i p a l  A I D  O f f i c e r .  Dec i s ions  t o  suspend o r  c a n c e l  a n  a c t i v i t y  
a r e  t h e  r e s p o n s i b i l i t y  of t h e  P r i n c i p a l  A I D  O f f i c e r ,  e .g . ,  Miss ion  
D i r e c t o r .  Such d e c i s i o n s  a r e  normal ly  made on t h e  b a s i s  of p r i o r  
c o n s u l t a t i o n  w i t h  t h e  r e s p e c t i v e  AID/W Regional  Bureau. 

NOTE: Some of t h e  guidance h e r e i n  i s  r e l e v a n t  t o  p r o j e c t  
comple t ion  a c t i o n s  s i n c e  bo th  s i t u a t i o n s  have a  common denominator ,  
i . e ,  a c t i o n s  under  c o n t r a c t s  o r  p a r t s  of t h e  p r o j e c t  may s t o p .  The 
o n l y  b a s i c  d i f f e r e n c e  i s  t h a t  completed c o n t r a c t s  s t o p  and a r e  
reviewed,  a u d i t e d  and c l o s e d  o u t  a t  t h e  end of t h e  a c t i v i t y .  Under 
c e r t a i n  s u s p e n s i o n  o r  c a n c e l l a t i o n  s i t u a t i o n s ,  some c o n t r a c t s  may 
be s topped b e f o r e  complet ion.  

2.  D e f i n i t i o n  

a .  Completion - The d u t i e s  s e t  o u t  i n  t h e  P r o j e c t  Agreement 
w i l l  have been performed and p r o j e c t  r e s o u r c e s  a p p l i e d  i n  
accordance  w i t h  t h e  t e rms ,  c o n d i t i o n s  and methods agreed  upon by 
t h e  p a r t i e s .  F i n a l  a c t i v i t y  s t a t u s  o r  r e s u l t s  produced have met o r  
approximated t h e  o b j e c t i v e s  and implementa t ion  mechanisms c a n  be 
d i s s o l v e d .  C o n t r a c t s  may be a u d i t e d  a n d / o r  c losed ' .  

b. Suspension - Implementa t ion a c t i v i t i e s  depending upon t h e  
f l o w  of uncommitted r e s o u r c e s  w i l l  be t e m p o r a r i l y  blocked a s  a  
r e s u l t  of  a  u n i l a t e r a l  A I D  d e c i s i o n  t o  suspend o r  c a n c e l  
o u t s t a n d i n g  commitment documents. S i n c e  t h e  u s u a l  d i s p o s i t i o n  i s  
towards  resumpt ion of a c t i v i t i e s  upon removal of  t h e  c a u s e ( s )  of  
s u p s e n s i o n ,  s t e p s  may be  t a k e n  t o  t e m p o r a r i l y  " f r e e z e "  f i n a n c i a l  
i n s t r u m e n t s  and commitments a t  minimum l e v e l s .  



c. Cancellation - Conditions of default or suspension have 
not been or are not expected to be overcome within a reasonable 
period. AID unilaterally cancels its obligation to finance 
underlying agreements except to the extent that funds for these 
have been irrevocably committed or disbursed and takes, as 
appropriate, such other actions provided for under the Agreement. 
Notwithstanding any suspension or cancellation, provisions of the 
Agreement remain in full force and effect until payment by the 
Borrower/Grantee of all monies due thereunder. 

3. Documentation: Basis for Options and Decisions 
9 

Prudent implementation oversight requires that Project Officers and 
Committee members keep themselves knowledgeable on the status of 
projects through the keeping of official files and information 
generated through good project monitoring. Such documents and 
knowledge are an essential background for effective project support 
and serve as the basis for plans and decisionmaking if conditions 
forecast contract termination(s) or warrant project suspension or 
cancellat ion. 

AID HANDBOOK 3, App 11F 

NOTE: Although discussed elsewhere in this Handbook, it cannot be 
overemphasized that the project documentation system provides the 3 
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BorrowerIGrantee, participants and AID with the legal and 
operational framework for decisionmaking and action-taking. It 
also records the chain of responsibilities and timing of physical 
actions which, in total, represent implementation of the project. 
The Project Officer and Committee members must be thoroughly 
familiar with all primary (e.g., Agreements) and subsidiary (e.g., 
Commitments, Credits and Contracts) documentation because they 
establish legal rights and obligations for "normal" operations, as 
well as clauses to cover exceptional situations. When a project 
draws to a close or there are circumstances forecasting possible 
suspension or cancellation, portions of the project agreement and 
documentation chain (which to many were "dormant" clauses) assume 
new significance. 

EFFECTIVE DATE 
September 3Q, 1982 

4. Responsibilities Relating to Suspension and Cancellation 

Through maintenance of official project files and monitoring of 
project elements, the Project Officer will have detailed background 
knowledge on project operations, implementation documentation and 
participants. Periodic reviews of contracts and observations of 
the general project environment will serve to inform AID and the 
BorrowerIGrantee as to problems and the possibilities of specific 
element or project level suspensions and/or cancellations. 
Cancellation may be precipitated by the Borrower (under Article D, 
Section D.l of the Standard Provisions Annex of the Agreement) or 
AID (under Article D, Section D.3). (Termination; Remedies for 



grant agreements is slightly different.) Such actions may affect 
only one project and particular contracts or may be precipitated 
under "emergency" type circumstances and affect all projects in a 
country. Whatever the circumstance, the Project Officer and 
Committee members are expected to carefully review the status of 
each project and portions affected and have a clear and legally 
correct picture of the management options and remedies available to 
the Borrower/Grantee and AID. Project documentation and the 
Committee's collective knowledge of operations must be adequate to: 

-- Define official objectives, relationships and 
responsibilities. 

PAGE NO. 
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- - Identify currently active contracts and participants. 

EFFECTIVE DATE 
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-- Establish physical and financial progress. 
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- - Forecast the cost and impact of the proposed action. 

- - Outline suspension or cancellation procedures. 

-- Formulate decision alternatives. 

-- Outline action plans which legally and administratively: 

o generate a minimum of risk and hardship to personnel 
involved ; 

o limit disruption of BorrowerIGrantee project 
operat ions ; 

o minimize losses of investments and unconverted 
resources, and 

o sustain, if possible, a benevolent environment for 
pursuit of project objectives by others. 

5. Suspension and Cancellation Assessment 

Since suspension and cancellation actions may occur under urgent 
and stressful conditions, it cannot be emphasized too strongly that 
the Project Officer and other Committee members must be 
knowledgeable as to current progress and have all relevant 
documents available in the official files. Circumstances of 
suspension and cancellation may not allow the gathering of missing 
documents before decisionmaking is required; therefore mission 
and/or AID/W files should always be complete and current. The 



fo l lowing  i s  a  l i s t  of documents which P r o j e c t  Committee members 
should be f a m i l i a r  w i th  and might be reviewed i n  a  t y p i c a l  
suspension o r  t e r m i n a t i o n  s i t u a t i o n :  

B i l a t e r a l  Agreement (AID-Host Country) 

AID HANDBOOK 3, 1 1 ~  PAGE NO. EFFECTIVE DATE TRANS. MEMO NO. 

P r o j e c t  Paper ,  Au tho r i za t i on ,  P r o j e c t  Agreement 

l l F - 4  

M u l t i l a t e r a l  o r  " s ide"  Agreements w i th  o t h e r  Donors 
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Implementation L e t t e r s  

O f f i c i a l  Correspondence 

P r o j e c t  Implementation Orders 

Con t r ac t s  and Purchase Orders  

L e t t e r s  of Commitment 

L e t t e r s  of C r e d i t  

Reimbursement Arrangements (Revolving Funds) 

Payment Documents 

Progress  Repor t s  

Shipping Repor t s  

Eva lua t ions  

I n v i t a t i o n s  f o r  Bid o r  o t h e r  commitment 
a c t i o n s  " i n  process"  

Equipment Ownership S t a t u s  and Warran t ies  

Performance and Payment Bonds and Guaran t ies  

Insurance P o l i c i e s  

The Committee should c a r e f u l l y  review t h e  above documents i n  l i g h t  
of t a k i n g  t h e  fo l l owing  a c t i o n s :  

-- Review p r o j e c t s  and subp ro j ec t  e lements  t o  de te rmine  

which a r e l w i l l  be a f f e c t e d  by a  suspens ion  o r  t e rmina t i on  
a c t i o n ,  

-- Check t h e  AID-Host Country B i l a t e r a l  Agreement ( i f  any)  

t o  determine g e n e r a l  o p t i o n s ,  p r o t e c t i o n s  and l i a b i l i t i e s .  



-- Examine the documentary/contractual linkages between the 
BorrowerlGrantee, AID and each participant to determine 
the rights and obligations of each party vis-a-vis 
suspension or cancellation, e.g., AID'S assumption of 
title to goods not yet off-loaded at ports of entry in 
the Borrower/Granteels country. 
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- - Carefully evaluate AID'S rights and obligations within 

such contracts or, if not a party thereto, AID rights, if 
any, of bilateral or unilateral intervention or 
dissociation therefrom. 

-- Develop decision options and clearly define the 
operational, financial, legal, political, consequences 
thereof. 

TRANS. MEMO NO. 
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agreements and contracts must be specifically noted and adhered to 
when decisions are made to take action (s).) 

3;43 

Recommendations to the Principal AID Offices for action will depend 
upon the particular contract or situation, but should incorporate 
the following prioritized considerations: 

EFFECTIVE DATE 

-- Protection and well-being of personnel involved; 

PAGE NO. 

September 30, 1982 

-- Legal rights and obligations of AID, the Borrower/Grantee 
and Contractors; 

1 lF-5 

- - Preservation, if possible, of project objectives and 
moment um ; 

- - Conservation of committed AID and ~orrower/Grantee 

resources ; 

- - Conservation of uncommitted AID resources; 

- - Limitation of friction and adverse exposure among all 
project participants. 

In all of the above, there can be no substitutes for good judgment, 
proper legal advice, and timely actions to protect personnel, 
programs and property of AID, the Borrower/Grantee and other donors 
or ~artici~ants. 

6. Suspension and Cancellation Actions 

Actions to suspend or cancel project assistance are taken in 
accordance with procedures contained in the Project Agreement and 



Implementation Letters, as appropriate. The full involvement of 
the Legal Advisor and Controller are required in such decisions and 
actions. 

PAGE NO. 
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As soon as AID (i.e., the field mission in consultation with the 
Bureau) has made a decision to suspend or cancel an activity, 
prompt and legally appropriate actions must be taken, as 
appropriate, by AID personnel in the Field and AID/W in the 
following areas: 3 

Notification to BorrowerIGrantee (and other lDonors, if 
any) ; 

EFFECTIVE DATE 

September 30, 1982 

Notification/instructions to participants and 
Contractors/Suppliers being financed by AID; 

Instructions, e.g., stop work orders, to contractors and 
suppliers under direct AID contracts; 

TRANS. MEMO NO. 
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AID diversion and assum~tion of title notices for all 
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goods still in transit; 

Stop orders for Letters of Commitment and Letters of 
Credit in process; 

Marshalling and protection of AID titled equipment and 
materials ; 

Negotiation and settlement of suspension or cancellation 
payments to contractors and suppliers; 

Amendment of agreements and contracts, if necessary; 

Audit of post-suspension/cancellation status. 
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P R O J E C T  E V A L U A T I O N  

12A. Introduction 

1 EFFECTIVE DATE 

September 30, 1982 

This Chapter discusses the evaluation of AID projects. It begins 
with a general discussion of evaluation in AID, and then narrows in 
focus to provide guidance on the procedures and responsibilities 

L. ammnly associated with the evaluation of projects during 
implementation. A brief discussion of the relationship between 
evaluation and the procedures for project capletion and close-out is 
contained in Chapter 14. Project evaluation during implementation 
and evaluative activities pertaining to project canpletion are two 
elements of the overall AID evaluation system. A camplete discussion 
of this system, including its scope, coverage, methodologies and 
administration, can be found in the AID Evaluation Handbook produced 
by the PPC, Office of Evaluation (PX/E). 
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12B. Definition, Folicy and Purpose 

1. Definition 

Evaluation is the term used by AID to describe the general process, 
and specific activities, undertaken to analyze and assess the 
performance and results of projects, programs, policies and/or 
procedures. ?he term evaluation is also used to identify the product 
produced by this process, i.e., an evaluation. Evaluations assess 
whether planned results are being achieved and what impact, intended 
or otherwise, a project, program, policy ar wocedure is having with 
respect to its environment. ?he validity and relevance of hypotheses 
mncerning performance and impact, together with assumptians about 
internal and external factors, are normally examined in the course of 
an evaluation. 

b AID'S use of the term "evaluation" differs from that of some other 
development agencies which sometimes apply the term to pre-apprwal 
decisions about project feasibility and the studies (appraisals) upon 
which these decisions are based. 

2. Policy 

AID's evaluation policies conform to the guidance pcwided by Section 
621A(b) of the Ebreign Assistance Act which requires that AID 
"...establish a management system that includes...: 



-- definition of objectives and programs for United States 
foreign assistance; 

-- developent of quantitative indicators of progress toward 
these objectives; 

- 
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- orderly ansideration of alternative means for 
accomplishing such objectives; and 
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-- adoption of methods for comparing actual results of 
programs and projects with those anticipated when they were 
undertaken...." 

EFFECTIVE DATE 

September 30, 1982 

The system AID uses to implement this guidance with respect to 
project assistance links evaluation to design and requires that 
project designs provide a basis for the assessment of performance. 
AID'S methods for specifying project objectives, defining performance 
indicators and examining alternative means for accomplishing 
objectives are described in Chapters 1, 2 and 3, and in appendices to 
these chapters. Evaluation methods for cmnparing the results of 
projects to their stated objectives are discussed in this chapter and 
in the AID Evaluation Handbook. 3 
Acceptance of AID assistance by a Borrower/Grantee (B/G) implies 
participation in the Agency's project design and evaluation system, 
through requirements included in grant and loan documents. Thus, 
data gathering ard evaluation requirements need to be clearly defined 
and negotiated with a (B/G) prior to execution of a Project 
Agreement. (For more detailed guidance on this subject, consult 
Chapters 3, 5 and 6 of this HB, Handbook 13 and the AID Evaluation 
Hanabook.) 

3. Purpose 

The purpose of evaluation is to provide an objective and rational 
basis for making decisions abut current and future projects, 
programs, policies a d  procedures. This is not meant to suggest that 
a specific evaluation, i .e., a project evaluation, will attempt to 
meet so many information needs that it becomes unmanageable. 
Wrmally, evaluations are planned and undertaken to provide 
information that will be used in making a specific or fairly limited 
set of decisions. Plans for evaluations and evaluation documentation 
should, nonetheless, recognize that information secured to support 
one type of decision may be useful in making other types of decisions 
as well. Thus, AID enmurages those who are involved in carrying out 
an evaluation to be: 3 



-- clear about the questions they are trying to answer; 
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- respnsible in selecting and using data collection and 
analysis techniques; 

-- careful to present their findings, conclusions and 
recamendations in ways that can be understood by 
individuals who are outside the specific project or program 
context. 

1 EFFECTIVE DATE 

September 30, 1982 

a. The Focus of acific Evaluations 
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Ihe focus of a specific evaluation is the set of evaluation questions 
which must be answered to prwide decision makers with useful 
information. AID evaluations fall into two general categories, i.e., 
those which may answer a set of evaluation questions by examining one 
project, program, policy or procedure and those which must examine 
more than one project, program, policy and/or procedure to answer a 
set of evaluation questions. Within each of these broad categories 
there are several reasons, and types of questions, that provide the 
specific focus for an evaluation. Ihe follcwing discussion reviews 
the main reasons for planning and undertaking evaluations. (In 
contrast to previous guidance, this discussion makes no attempt to 
attach labels to the reasons for evaluation. The use of labels, 
while often mnvenient, may inadvertently work against efforts to 
ensure that evaluations focus on imprtant questions.) 

(1) Evaluations Mich Examine Che Project, 
Program, Folicy or Procedures 

Evaluations which examine a single effort, be that a policy or a set 
of activities linked under a project or program, tend to be planned 
and undertaken for one or several of the following reasons: 

-- to assess the continuing validity and relevance of an 
effort and to suggest such mdifications as may be required 
to increase the likelihood that the effort will achieve its 
objectives; 

-- to assess the effects of external and unanticipated actions 
and/or events on such efforts; 

-- to determine, as an effort nears the end of its planned 
implementation period, whether: all required actions have 
been carried out and performance to date is consistent with 
expectations, and what additional actions are needed to 
sustain the positive effects of the effort; 



-- to determine what impact (or change in the environment) has 
been brought about by or is associated with the effort. 
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Evdluations undertaken with the first three reasons in mind are 
usually conducted while a project or program is being implemented, or 
while the policy or procedure is in effect. Evaluations undertaken 
to secure information on the continuing validity and relevance of an 
effort, will normally have been planned and scheduled at the time a 
project, program, policy or procedure was developed. 3 
mticipated events or actions, which are outside the immediate 
sphere of influence of a project, program, policy or procedure can, 
on occasion jeopardize the success of an effort. %en such external 
events or factors occur, and it is likely that they will influence or 
affect project or program success, an evaluation should be conducted 
to determine whether the project or program sbuld be continued 
and/or haw it should be modified. The specific questions to be 
answered in such an evaluation would depend on the type of external 
influence that is to be examined (e.g., a hurricane, a change in 
government, etc.) and the specific project, program, policy or 
procedure. 

As the end of a project or implementation pericd approaches, or prior 
to terminating a policy or procedure, evaluatians can be undertaken 
to assess the results achieved as well as to identify follow-up 
actions which need to be taken. Evaluations having this focus should 
be planned at the time a project, policy or procedure is developed. 
Even if such an evaluation had not been planned, it is appropriate to 
mnduct one whenever it appears that supplementary actions may be 
required. For example, when the expansion or replication of an 
effort is being considered, or when activities begun with AID funding 
will need to be continued by a host government or another party in 
order to sustain their benefits, an evaluation can provide the basis 
for decisions about these actions. 

An evaluation of the impact of a project , program policy or procedure 
can be undertaken as soon as the changes an effort was expected to 

3 
bring about can be observed and measured. In sane instances, the 
changes in an e n v i r m t  or beneficiary group will be dsgervable 
during an implementation period, or just after the effort 
terminates. In other cases, these evaluations will have to wait 
several mths or years if impact is to be assessed. Impact 
evaluations, whi& focus on the pogitive and negative, planned and 
unplanned effects of a project, program, policy or procedure can be 
planned at the time su& efforts are developed. AID may also from 
time to time & m e  to evaluate the impact of specific efforts as a e3 
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means for securing information that can guide the planning of future 
efforts or document the results of AIbfinanced activities. 

AID HANDBOOK 3 

(2) Evaluations of bbre Than One Proiect. 
Program, Policy or Procedure 

TRANS.  M E M O  NO. 
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In addition to information on the efficiency, effectiveness and 
impact of specific effarts, AID occasionally requires information or 

G answers that can only be secured if mre than one effort is 
examined. Listed belaw are same of the types of questions AID might 
seek to answer through evaluations of mre than one project, program, 
policy or procedure: 

-- J30w effective is a specific course of action under varying 
conditions? (Fbr example, are there differences in the 
efficiency, effectiveness and impact of projects of the 
same type in different developing countries?) 

EFFECTIVE D A T E  

September 30, 1982 

-- What are the ccPnbined effects of AID'S efforts in a 
specific area or on a specific target group? (Fbr example, 
what has been the impact of AID policies, program lending, 
PL 480, W O  and bilateral projects in one part of a 
developing country?) 

PAGE NO. 
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-- Which of several courses of action has been most effective 
for addressing a common problem? (Fbr exaqle: AID has 
three types of projects it frequently employs to address a 
specific problem. Which of these is most cost-effective in 
practice and which has the greatest impact?) 

Each of the illustrative questions above requires that an evaluation 
examine more than one project, program, policy or procedure if an 
adequate answer is to be developed. While specific questions 

u precipitating these evaluations differ £ram those asked in the 
evaluation of a single project, program, policy or procedure, the 
general reasons for undertaking these evaluations remain the same. 
EValuatiom of multiple efforts thus allow AID to: determine the 
validity of continuing a course or type of action; redirect or 
terminate it; identify the implications of external events; and 
assess impact. 

As indicated in the foregoing discussion, projects can be the subject 
of several evaluations, each of which seeks the answers to so&t 
different evaluation questions. Since the AID EValuation Handbook 
contains detailed guidance regarding the metlaodologies of project, 
program, policy and procedure evaluations and the use of their 

t' findings, the remainder of Chapter 12 will confine its discussion to 



those evaluations which are likely to be undertaken during the 
implementation and operations phases of a project. Chapter 14 
briefly discusses the relationship between these evaluations and 
project completion or closmut procedures. 
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b. The Benefits of Project Evaluation 

In addition to providing AID, recipient countries, ~orrmer/~rantees 
and other participants with information needed to allocate resources 
and improve specific projects, evaluations undertaken in the earlier 
stages : 

3 

EFFECTIVE DATE 

September 30, 1982 

-- provide a mechanism for objectively reviewing project 
issues ad opening communications which lead to the 
solution of problems; 

-- reinforce judgments and commitments of project 
participants, thereby improving participation and 
motivation levels; 

TRANS. MEMO NO. 
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-- become an additional means for reaxding ad disseminating 
information of developnent issues and problems; 

AID HANDBOOK 3 

- provide those outside of the project with evidence that a 
process for managing, assessing and redirecting the project 
exists and operates to improve the chances for project 
success. 

Evaluations undertaken in later stages of a project, or after AID 
financing has terminated, benefit somewhat different audiences. They 
provide : 

-- Information that can be used in planning the operational 
phase of a project, a follow-on project, or a similar 
project in a completely different environment. 3 

-- A basis for the developnent of new hypotheses about the 
best ways to ahieve specific objectives in a developing 
country amtext, and hence the momentum for further 
experimentation; 

-- For a for reviewing the ways in which AID funds were 
expended and to what ends, i.e., with h t  benefits and 
what type ard degree of benefit distributions; 



12C. Evaluation Approach and Relation to Other Functions 

TRANS. MEMO NO. 

3:43 

1. Intearated Amroach 

The overall AID management system, required by FAA Section 621A(b), 
includes several administrative segments. Evaluations is one of 
than. How other segments relate to evaluations is discussed below. 

EFFECTIVE DATE 

September 30, 1982 

Lf 2. Project Design 

PAGE NO. 
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a. Project design is viewed as providing the objectives, 
ingredients and methodology for implementation, and the criteria 
against which evaluations of performance are undertaken. The quality 
of project design and Lqical Framework elements will affect 
evaluation efforts a d  results. The elements of project design 
(i .e., objectives, indicators, targets, assumptions, baseline 
information, etc., as discussed in Chapter 3) are imprtant to 
evaluation planning. F'urther, designs must be clear as to what 
constitutes the Beginning of Project Status (BOPS) and the JW of 
Project Status (MIPS) on those factors (variables) that are expected 

sy to change. 

b. In addition to basic design elements described above, the 
Project Paper (PP) will normally include an Evaluation Plan. The 
requirements for the plan are described in m i x  K to Chapter 3 of 
this Handbook. PPs may defer developent of a more detailed 
Evaluation Plan until key project personnel are on board. 

3. Relationship to Programming Decisions 

When AID undertakes Wsed, or incrementally funded, projects a 
special relationship between evaluation and planning pertains. In 

'u 
these projects there is a predictable need for evaluative information 
around the time each project phase ends. Wing these periods, AID 
expects that project evaluations will be conducted which provide a 
basis for making decisions about the project's continuing relevance, 
value and direction. By calling for evaluations prior to subsequent 
phases of projects, AIDhopes to ensure that projects of this type 
will mme forward based on sound evidence of their value rather than 
O P ~  siqle nanentum. In projects which are axlsciously experimental 
(i.e., they test a specific technology or method of technology 
transfer) a similar situation exists. The a d  puqmse of this 
type of project is to secure the information AID needs to determine 
whether the project approach is viable and suitable for wider use. 



Hence, evaluations of these projects have a direct connection with 
the lqency's programming process and deserve special attention in 
their execution as well as in the project's design statement on 
evaluation (See Appendix 3K). 

4. Monitoring 

AID HANDBOOK 3 

Evaluation differs £ran the mnitoring of project implementation 
activities in that evaluations are mre concerned with the internal 
consistency and viability of a project. As such, they are conducted 
only a few times over the project life. hnitoring is an ongoing 
function within the project. hnitoring involves the mtinuous or 

3 
periodic collection of information on activities, expenditures, 
output production and other factors which influence a project's 
progress and schedule. mnitoring responsibilities include being 
sensitive to changes within and beyond the project environment and to 
precipitate decisions to conduct an evaluation if one appears 
justified. 

TRANS. MEMO NO. 
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bnitoring and evaluation are functions that overlap in the sense 
that they rely on much of the same information and because they both 
share a cammon objective -- improve the chances of project success. 
IXlring project implementation, mnitoring efforts should be mcerned 
not only with whether certain events are occurring as planned but 
also with the continued likelihood that the project will achieve its 

3 
purpose. One of the responsibilities of project mamgement is to 
identify occasions when deviations from the project plan raise 
questions about the project's ability to achieve its objectives. 01 
such occasions the project manager or AID project officer may call 
for an evaluation as a way of fccusing attention on problems and 
defining replanning actions that can be taken. 

EFFECTIVE DATE 
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5. Auditing 

Another function to which evaluation is related is auditing. 
Auditing and evaluation frequently ask similar questions, especially 
when auditing focuses on program questions. Auditing normally 
concerns itself more with implementation and qliance problems and 
is usually performed by personnel not involved in program operations 
(either by G?iO or AID/IG). Audits normally look at a particular 
subject within several projects. They m y  provide information of 
value to project personnel, but are not substitutes for periodic 
evaluations. 

6. Budgeting and Funding for Evaluation Activities 

Evaluation activities are normally furded within the project budget, 
by the B/G, or with AID funding outside the project. Mere possible 
the funds for project evaluation should be part of the project 3 



budget. Estimates of costs made when the project is first designed 
should include provisions for collecting and analyzing baseline and 
progress data and, if needed, for evaluative consultants. If AID and 
the B/G are to pay for evaluation costs fran planning or 
administrative funds outside of the project, then these commitments 
should be negotiated and recorded in the PRYG Annex. 

A I D  HANDBOOK 3 

12D. Evaluation Efforts - Borrower/Grantee Ible 
1. Collaborative Participation 

3:43 Seplmber 30. 1982 12-9 
TRANS.  M E M O  NO. 

'Ihe B/G should have a major role in the evaluation process since it 
normally provides a significant part of the resources needed for a 
project, usually has primary responsibility for management and 
implementation, and collects and processes much of the data. B/G 
personnel should participate in AID evaluations (or, preferably, we 
in theirs) and use the results. Such collalmrative evaluations have 
several advantages. They facilitate more cmnplete developnent of 
facts, including clarification of host country priorities for the 
project , help inform B/G officials and improve their evaluation 
capabilities. Joint evaluations are more likely to produce realistic 

b recammerdations and result in more timely and effective remedial 
actions by all parties. A similar rationale calls for involving 
officers of participating institutions, where possible, in the 
evaluation of centrally funded projects. 

kximum use should be made of existing B/G evaluation resources even 
though such resources may be located in an organizational entity 
outside the project group. LDC representatives including project 
participants/benef iciaries can also provide expertise and insights as 
members of evaluation panels. Where B/G capability for evaluation is 
lacking, the Missim should assign high priority to building these 
skills, both on a general and project-specific basis. Wlilding the 
recipient country capabilities for conducting evaluations is also an 

c, accepted category of technical assistance, and funding should be 
included in the project or Mission technical assistance program. 

EFFECTIVE DATE 

Collaborative evaluations can present difficulties, especially 
relating to fact-finding issues and recamendations for remedial 
actions. Diffialties may also arise fran uncertainties as to 
authorities and responsibilities within the overall project, 
unavailability of key participants, and the need for separate AID and 
B/G sessions to deal with internal management issues. Such potential 
drawbacks may be overcome through mre informal participation 
arrangements and careful advance planning of evaluation activities. 
Joint briefings as to evaluatim progress and findings are especially 
important when B/G officials are unable to participate fully in the 

ti evaluation. 

PAGE NO. 



2. Focusing Evaluation Efforts 
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A well designed evaluation effort can provide information that is 
useful for AID and B/G decision making, and for decision makers at 
several management levels. Collaborative evaluations should be 
planned and undertaken with the information needs of different levels 
of a project in mind. In many projects there are questions 
evaluations can answer about a total effort, i.e., the national or 
central management concerns, as well as questions which, if 
addressed, would provide operational guidance at the local level, 
i.e., for individual clinics, schools or mperatives. 

3 
The target audiences for any specific evaluation should be clearly 
defined and involved to the maximum extent feasible in both the 
planning and conduct of an evaluation. AID should encourage B/GS to 
identify the various levels of a project that can benefit frm 
evaluation, and involve managers at these levels in the 
identification of evaluation questions, the management of the 
evaluation process, and the review of evaluation firdings, 
conclusions and recommendations. For further guidance on planning 
evaluations that address particular audiences and types of issues, at 
different points in a project, see the AID Evaluation Ihndbook. 3 

EFFECTIVE DATE 
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12E. AID bles and Responsibilities 

1. Bureau Resuonsibilities 
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Regional and Central Bureau Assistant Administrators are responsible 
for the administration of all project and nonproject assistance 
within their jurisdictions. These responsibilities include 
management and/or oversight of project implementation activities and 
the evaluation thereof. E;a& Bureau is responsible for the 
developnent and supervision of its own arrangements for conducting 
evaluations and the utilization of evaluations and reconanendations. 
Questions concerning Bureau requirements should be directed to the 
Bureau Evaluation Officer . 3 

AID HANDBOOK 3 

2. Mission/~ff ice Respansibilities 

a. Principal AID Officer - Mission and MD/W Office Directors 
are responsible for the planning, conduct and utilization of 
evaluations in accordance with Bureau requirements and procedures. 
(Units will differ in the organizatim for and administration of 
these requirements, but in general will acaommodate the functions and 
divisions of duties described belaw.) 



b. Project Officers - Responsibility for evaluation of projects 
during implementation is assigned to the Project Officer as 
Chairperson of the AID Project Cbmmittee. Responsibility is so 
placed because the Project Officer is in the best position to 
precipitate changes indicated by evaluation findings. The activities 
to be performed are described in the following sections. Project 
Cbmmittee members are normally assigned varying responsibilities for 

L. monitoring progress and many projects have specialists working under 
contract or agreement with the B/G organization. These Cosmnittee 
members and contract personnel are expected to provide the data and 
information needed and to participate in the evaluations. 

AID HANDBOOK 3 

c. Evaluation Officers - hch Mission or Office is required to 
appoint an Evaluation Officer who is responsible for management of 
the unit's evaluation system. Euties of Evaluation Officers are as 
defined in Bureau and Mission evaluation systems. They assist 
Project Officers in planning and mnducting evaluations and reporting 
evaluation findings and decisions. Additional guidance is available 
in the AID Evaluation Handbook. 

b 3. Evaluation and Decision hkinq 

I TRANS. MEMO NO. 
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AID encourages full collaboration with and the participation of 
recipient country am3 B/G officials in evaluations so as to make 
maximum use of and develop recipient country capabilities. Also, 
where amropriate, outside consultant assistance should be used to 
augment AID and B/G resources. JWtwithstanding, the AID Project 
Officer and management evaluation review group are respcnsible for 
the proper d u c t  of evaluations and decision making with respect 
thereto. Therefore, AID personnel must involve themselves in the 
evaluations to ensure that they yield in£ ormation the B/G d/or AID 
need to make project decisions. 

b 4. Office of Evaluation, PPC/E 

EFFECTIVE DATE 

September 30, 1982 

The Evaluation Office in the Weau for Program and Folicy 
Coordination (PPC/E) is' responsible for coordinating AID evaluation 
activities and overseeing the quality and performance of Weau 
evaluation sys terns. PPC/E also develops improved methodology, 
guidance and instructional material for evaluators (e.g., AID 
Evaluation Hardbook) and supervises impact evaluations of ccanpleted 
projects. Specific questions on evaluations and methodologies should 
be directed to this Office. 

PAGE NO. 
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12F. Summary of Evaluation Phases 

Evaluations conducted during project implementation consist of five 
general steps which are distinguished by the nature of the tasks and 
persannel involved: 

AID HANDBOOK 3 

-- Scope of Wrk, i .e., identification of the primary reason 
for an evaluation, the main audience for the evaluation 
findings and the specific questions the evaluation must 
address, developed by AID and B/G personnel; d 

TRANS. MEMO NO. 
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I- 

- Evaluation Design, i,e, the identification of the overall 
approach to answering a set of evaluation questions, 
prepared by AID and recipient country or B/G staff, with 
assistance as necessary, from external specialists. 

PAGE NO. 
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- hta Cbllection and Analysis performed by AID and recipient 
country or B/G staff, with assistance as necessary, from 

EFFECTIVE DATE 
September 30, 1982 

external specialists. 

-- Evaluation mgement &view conducted by evaluation team 
members and B/G management personnel. 

-- Reporting by the AID evaluation team leader on findings and 
decisions of the &view. 

More detailed information on the conduct of evaluations and guidance 
regarding methodologies, etc., may be found in the AID Evaluation 
Handbook. ?his material should be consulted prior to initiating 
project evaluaticm activities. Keep in mind, kbowever, that the above 
"steps" tend to overlap or be iterative, in many cases. The 
following is a summary of typical acticx-m for organizing and 
conducting an evaluation of the project and its environment. 

-- planning and organizing for the evaluation; 

- clarifying project design; 

- assessing changes in the project setting; 

-- defining progress to date (i .e . , physical, financial, 
participation, benefit incidence); 



- identifying unexpected or unplanned effects; 
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-- determining causes of progress or lack thereof; 

- conducting the evaluation review; 

TRANS. MEMO NO. 
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-- preparirq a record of the evaluation findings and decisions; 

- implementing the decisions that result from an evaluation 
review. 

EFFECTIVE DATE 

September 30, 1982 

Tne results of an evaluation are discussed and recorded in a summary 
report. The purposes of such reports are to: 

PAGE N 
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-- record evaluation activities, review proceedings and 
decisions ; 

- inform interested AID offices that an evaluation has taken 
place for a particular project; 

-- summarize progress, project status and other major findings 
for use by MD/W and/or participating agencies and 
contractors; 

define lessons learned for use by others with similar 
problems or in the design and reviews of similar projects. 

2. Format and Content of Summary &port 

Evaluation reporting is a responsibility of the Project Officer, with 
assistance, as necessary, from the unit Evaluation Officer. aidance 
on the preparation of summary reports is provided in Appendix 12A and 
amplified in the ZUD Evaluation Handbook. A cover sheet to the 
report identifies the project and records decisions reached about 
follow+m actions. If actions are to be taken by AIDB, a formal 
action request (i.e., cable) must be suhnitted to the office 
concerned. 

3.  Distribution of the Sumnary Report 

a. Qpies of the cang?leted evaluation report shall be 
distributed to program personnel for use and record keeping and B/G 
officials, as appropriate. 



b. 'lhe &port and attachments shall be forwarded to AID/w for 
printing and distribution, according to procedures issued and 
confirmed annually. Adherence to the procedures will enable 
appropriate distribution to interested personnel. 

c. Oopies of evaluation reports, as well as other project 
documents, are retained in the AID Reference Center, Office of 
Development Information and Utilization, Wzreau for Science and 
Tedhnology (S&T/DIU) for use by interested personnel. S&T/DIU 
publishes accession lists and abstracts periodically and furnishes 
mpies of such documents upon request. 

AID HANDBOOK 3 

12H. AMual Evaluation Planninq 
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Every year, Missions and AID/w off ices hid-! manage projects will 
prepare an overall evaluation plan, which will contribute to the 

Annual Evaluation Plan. This plan will address both current 
needs and future requirements that can be foreseen from the 
programming cycle. The evaluation plan is considered when preparing 
an Annual Wldget Sutmission to ensure that personnel requirements are 
reviewed and funds programmed for evaluation activities. The 
potential availability of key AID, B/G, or amtractor personnel 

3 
should be taken into account when preparing the plan. The format for 
annual evaluation plans is contained in guidance issued annually by 
PPC/E . Additional information regarding the preparation of the 
evaluation plan and the selection of projects for evaluation is 
contained in the AID Evaluation Handbmk. 

EFFECTIVE DATE 

September 30, 1982 

121. Impact EMluations 

In 1979, AID instituted a program of impact evaluations. The AID 
impact evaluation series examines sets of projects on topical areas 
of interest to AID'S senior staff. ?he topics for the AID impact 
evaluation series are determined annually by the Administrator and 
the Agency's senior staff through a process mnaged by PPC/E/S. 
These evaluations supplement and complement the evaluations 
undertaken by Missions and Wlreaus. ?hey are mnducted principally 
by AID personnel and focus on the final outames of projects--project 
impact, the actual beneficiaries of project efforts, and the 
longevity of project effects. 

Evaluations undertaken in this program are pblished by PPC/E. When 
several evaluations of a specific type have been undertaken, the 
findings of these evaluations are synthesized, together with other 

3 



literature, and published as a program evaluation to form a basis for 
future policy and project design. For further information on the 
Impact Evaluation series, see the AID Evaluation Hpdbook and/or 
contact PPC/E/S. 

1 

b Appendices: 
12A - Instructions for Completing the Project Evaluation summary 
12B - General Guidelines for Evaluations Conducted During 

Implementation 
12C - Adaptations of Evaluations for Particular Types of Projects 
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The A .  I . D .  P ro jec t  Cycle 

Miss ion ' s  Country 
St ra tegy Statement 

P ro j ec t  
Design 

1 

A ID 
Funding 

implementation per iod  ........................ * .. . . . . . * . . .  a . . . . . . .  - 
I 

I 
I 

Mid-Pro j e c t  Evaluations 
I 

Impact Evaluation 
I 
I (Formative) (Sumrnat i v e )  

3 

Evaluation 
PlanISchedule (Included i n  P ro j ec t  Agreement with Host Government) 

-- what do we need t o  measure? 
-- when must da t a  be co l l ec ted?  

MID-PROJECT EVALUATIONS (FORMATIVE) 

o  Feedback t o  p ro jec t  managementlfeed forward t o  des igners  
of new p r o j e c t s  

o  Focus on progress  toward o b j e c t i v e s l t r i g g e r  f o r  replanning 

IMPACT EVALUATIONS (SUMMATIVE) 

o  What a r e  t h e  development b e n e f i t s ?  What works/what doesn ' t  

o  Feedforward t o  program and p ro j ec t  des igners  

o  Feedforward t o  pol icy  formulation process  



App 12A-i, Chp 12, HB 3 
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INSTRUCTIONS FOR COMPLETING FORM AID 1330-15 & 15A, 
PROJECT EVALUATION SUMMARY (PESI-PART I & II 

EVALUATION PROCESS - Officials of the Host Government and AID Mission should collaborate in periodic 
evaluation of the progress of each project. (For AIDMI projects, participation of grantees is appropriate.) Timing of 
such regular evaluations should be linked to the key decisional requirements of the project, as listed in the 
Evaluation Plan included in the Project Paper and as confirmed in the Evaluation Schedule of the Annual Budget 
Submission; otherwise annually. A description of the evaluation process is found in Handbook 3, Part II, Chapter 8. 

PURPOSES OF SUMMARY - The Project Evaluation Summary (PES) is prepared after each review to record 
information which is useful both to the implementors (including the Host Government and contractors) and to 
concerned A l  DMI units. It serves four purposes: 

(1) Record of decisions reached by responsible officials, so that those who participated in the evaluation 
process are clear about the conclusions, and so that headquarters is aware of the next steps. 

(2) Notice that a scheduled evaluation has been completed, with a brief record of the method and 
participation for future reference. 

(3) Summary of progress and current status for use in answering queries. 
(4) Suggestions about lessons learned for use in planning and reviewing other projects of a similar nature. The 

PES and other project documentation are retained in DS/DIU/DI and are available to project planners. 

CONTENTS OF SUMMARY - A  PES submittal has two parts, plus relevant attachments if any. 
PART I REQUIRED: Form AID 1330-15 contains identifying information about the project and evaluation (Items 
1-7), action decisions about the projects future (Items 8-10), and signatures (Items 11-12). Since the PES reports 
decisions, it is signed by the Director of the Mission or AlDMI Office responsible for the project. Space is also 
provided for signatures of the project officer, host country and other ranking participants in theevaluation, to the G extent appropriate. 

PART II, OPTION 1: For regular evaluations, use continuation sheets to respond to ltems 13-23 as outlined in the 
attached Form AID 1330-1 5A. 

PART II, OPTION 2: For a special evaluation, the reporting unit may opt for a somewhat varied format, with a 
different sequence or greater detail in some areas, however, ltems 13-23 should all be addressed. 

ATTACHMENTS: As appropriate, reports of host governments, contractors, and others, utilized in the preparation 
of the evaluation summary, should be labeled A, B ,  C, etc., attached to the PES submittal 
(Missions are to  submit 7 copies and AIDMI Offices 7 copies) and listed under Item 23. Where it 
i s  necessary to transmit these source documents separately from the PES, Block 23 of the PES 
should note how this material was transmitted, when, number of copies and to whom. 

SUBMITTAL PROCEDURE: Missions will submit the PES Facesheet, continuation sheets, and attachments under 
cover of an airgram which will be received by the Cable Room. AlDMI Offices will submit the 
PES Facesheet, continuation sheets, and attachments to MO/PAV, Room 8-930, NS under cover 
of a memorandum which cites any distribution instructions beyond the standard distribution. All 
AlDMl Offices and most Missions will use the blank cut PES Facesheet and plain bond for 
continuation sheets, which can be reproduced on copiers. Those Missions preferring to use hecto, 
may order the form in hecto sets from AIDMI, Distribution Bran'ch. There will be a standard 
distribution made in AIDMI of all field-originated PES's. Copies will be sent to the corresponding 
bureau's DP, DR, the country desk and Evaluation Office. Other copies will be sent to  PPC, SER, 
PDC and DS (including Dl and ARC). For AIDMI-generated PES's, copies will be distributed to 
all bureaus. 

AID 1330-158 13-78) 
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PROJECT EVALUATION SUMMARY (PES) - PART i Report Symbol U447 

1. PROJECT T ITLE  

REGULAR EVALUAT ION SPECIAL EVALUATION 

2. PROJECT NUMBER 

6. KEY  PROJECT IMPLEMENTATION DATES 

A F l r n  8. Flnal C Final 
PRO-AG or Ob l l g~ t l on  Input 
Equlvalant Expected Dellvery 

FY- FY- FY- 

A. L h t  declrlonr and/or unrerolmd I ruar;  clta those lternr needlng further study. 
(NOTE: Min lon  daclrlonr whlch antlclpate AID/W or reglonal offlce action rhould 

q~ec l f y  type of document, e.9.. alrgram, SPAR, Pl0,whlch wl l l  p m r n t  detalled request.) 

Typed Nama 

3. MISSION/AIDMI OFFICE 

8. NAME OF 
OFFICER 1 C. :"ION 

RESPONSIBLE 
FOR ACTION COMPLETED 
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PROJECT EVALUATION SUMMARY (PES) - PART II 

The following topics are to be covered in a brief narrative statement (averaging about 200 words or half a page per item) and 
attached to the printed PES facesheet. Each topic should have an underlined heading. If a topic is  not pertinent to a 
particular evaluation, list the topic and state: "Not pertinent at this time". The Summary (Item 13) should always be 
included, and should not exceed 200 words. 

13. SUMMARY - Summarize the current project situation, mentioning progress in relation to design, prospects of achievi~g 
the purpose and goal, major problems encountered, etc. 

14. EVALUATION METHODOLOGY - What was the reason for the evaluation, e.g., clarify project design, measure progress, 
verify programlproject hypotheses, improve implementation, assess a pilot phase, prepare budget, etc? Where appropriate, 
refer to the Evaluation Plan in the Project Paper. Describe the methods used for this evaluation, including the study design, 
scope, cost, techniques of data collection, analysis and data sources. ldentify agencies and key individuals (host, other donor, 
public, AID) participating and contributing. 

15. EXTERNAL FACTORS - ldentify and discuss major changes in project setting, including socioeconomic conditions and 
host government priorities, which have an impact on the project. Examine continuing validity of assumptions. 

16. INPUTS - Are there any problems with commodities, technical services, training or other inputs as to quality, quantity, 
timeliness, etc? Any changes needed in the type or amount of inputs to produce outputs? 

17. OUTPUTS - Measure actual progress against projected output targets in current project design or implementation plan. 
Use tabular format if desired. Comment on significant management experiences. I f  outputs are not on target, discuss causes 
(e.g., problems with inputs, implementation assumptions). Are any changes needed in the outputs to achieve purpose? 

18. PURPOSE - Quote approved project purpose. Cite progress toward each End of Project Status (EOPS) condition. When 
can achievement be expected? Is  the set of EOPS conditions still considered a good description of what will exist wheq the 
purpose is achieved? Discuss the causes of any shortfalls in terms of the causal linkage between outputs and purpose or 
external factors. 

19. GOALBUBGOAL - Quote approved goal, and subgoal, where relevant, to which the project contributes. Describe status 
by citing evidence available to date from specified indicators, and by mentioning the progress of other contributory projects. 
To what extent can progress toward goallsubgoal be attributed to purpose achievement, to other projects, to other causal 
factors? I f  progress is less than satisfactory, explore the reasons, e.g., purpose inadequate for hypothesized impact, new 
external factors affect purposesubgoallgoal linkage. 

20. BENEFICIARIES - ldentify the direct and indirect beneficiaries of this project in terms of criteria in Sec. 102(d) of the 
FAA (e.g., a. increase small-farm, labor-intensive agricultural productivity; b. reduce infant mortality; c. control population 
growth; d. promote greater equality in income; e. reduce rates of unemployment and underemployment). Summarize data on 
the nature of benefits and the identity and number of those benefitting, even if some aspects were reported in preceding 
questions on output, purpose, or subgoallgoal. For AIDMI projects, assess likelihood that results of projects will be used in 
LDC's. 3 
21. UNPLANNED EFFECTS - Has the project had any unexpected results or impact, such as changes in social structure, 
environment, health, technical or economic situation? Are these effects advantageous or not? Do they require any change in 
project design or execution? 

22. LESSONS LEARNED - What advice can you give a colleague about development strategy, e.g., how to tackle a similar 
development problem or to manage a similar project in another country? What can be suggested for follow-on in this 
country? Similarly, do you have any suggestions about evaluation methodology? 

23. SPECIAL COMMENTS OR REMARKS - Include any significant policy or program management implications. Also l ist  
titles of attachments and number of pages. 



GENERAC GUIDELINES FOR 
EVALUATIONS CONDVZIED DURING IMPIBENTATION 

A I D  HANDBOOK 3,  App 1 2 B  

The following information should be used as a guide for actions taken by 
the evaluation team during the preliminary analysis mase of a project 
evaluation. Adjustments in this approach should be made depending upon 

e circumstances in the cooperating country or AID/W Office, the project 
and/or the operation style of the personnel involved. 

1. Preliminarv Analvsis - Oraanizincr for hbrk 

TRANS. MEMO NO. 

a. Prior to the scheduled Evaluation %view, the Evaluation Officer 
and Project Officer meet with the B/G Project Manager to review 
evaluation objectives and decide who should participate in the process, 
e.g., host country project staff, contractors, U.S. personnel and 
possibly representatives of planning and finance offices. 

EFFECTIVE DATE PAGE N O  

3 :43 

b. At the initial meeting of participts, the Evaluation Officer 
discusses the evaluation system methods and objectives. If all are not 

b familiar with evaluation and the AID system, a thorough discussion of 
concepts and procedures will save time in the long run. Project staff 
then begins to obtain and organize the necessary information. 
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c. hbrking sessions should be brief and scheduled over a reasonable 
period of time. Qntinuous sessions covering several days are likely to 
interfere with other duties. 

d . ?he B/G evaluation official, AID Evaluation Officer or other 
person familiar with evaluation procedures should guide team members 
during the analysis. The AID Evaluation Officer m y  act as rapporteur, 
thus facilitating preparation of reports and reammmdatians for internal 
AID use. It is hi@ly important that the relationship -tween the B/G, 

L/ AID, the Evaluation Offiax (or whoever guides the process) and other 
representatives should at no time be permitted to become that of 
adversaries. Team relationships should be based on mutual respect and 
cooperation. 

2. Assess Changes in Project Setting 

a. ?he first analytical task for the Team is to determine whether 
significant changes have occurred in the host country setting (or 
institutional setting for centrally funded projects) since the last 
evaluation. Also, the project's continuing conformance with AID policy 



and statutory provisions is to be examined. The reason for 
pre-evaluation assessment is to see whether the project is still relevant 
or adjustments in its design are needed to coincide with current B/G and 
AID policies and priorities. Projects should be discontinued when they 
are no longer necessary or consistent with the current or projected 
anditions. In other instances, targets may need to be reformulated. 
Where the pre-evaluation assessment concludes that substantive changes 
are advisable, it may not be necessary to evaluate progress except, 
perhaps, to define the basis for new departures. The mst important 
evaluation recommendation -- to discontinue or redirect the project -- 
might be made without spending the time and effort to do other evaluation 
tasks. 

b. Assessment of the project setting need not be exhaustive. It 
requires only that obvious changes be identified and weighed to see if 
they are substantially affecting project relevance, design or progress. 
Illustrative items to consider are changes in: 

AID HANDBOOK 3, App 12B 

-- host country (or U.S.) developnt policies and priorities. 
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-- the nature and size of the problems addressed. 

EFFECTIVE DATE 
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-- physical and environmental amditions. 

-- economics, demand, competitiveness, ast (e.g., oil prices). 

-- attitudes and other social variables. 

-- institutional capacity to implement the project. 

3. Clarify the Project Design 

a. Although the project design was reviewed prior to authorization, 
it should be rechecked in light of better understandings of the project 
setting and experience with implementation. It may now be possible to 
sharpen targets and identify mre practical indicators, making the 
project mre realistic and simplifying the evaluation. Such 
improvements, however, should not change the nature of the project. 

3 
b. If recommended changes in project design resulting froin 

pre-evaluation are minor, the evaluation of progress can proceed. If 
major, it may be appropriate to ptpone further evaluation activities 
until recommended changes are processed by the B/G and AID, and, if 
appropriate, renegotiation of Project Agreement or mntracts. In this 
case, evaluation efforts would be rescheduled to fit the revised project. 

c. &-examination of the most recent logical framework matrix is 
the next step. Some older projects may not have a matrix, in which case 
one should be prepared from available information. This is likely to be 
the case for same grant-financed, P.L. 480 and housing guaranty projects 
for which the logical framework has only mre recently been required. 
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d. &-examination of the logical framework should being with the 
project purpose. Is it a concise statement of a solution to a problem, 
without campression of means and ends into a single statement? Lbes the 
list of fid-of-Boject Status conditions meet the four tests of good 
indicators: plausibility, independence, verifiability, and targeting for 
amount and time? (Note that MlPS may not occur until some time after 
project assistance has terminated. ) Can data needed to verify each 
indicator be found in a usuable form and at reasonable cost? Does the 

L/ 
list of assumptions cover external factors which are critical for 
successful transition frm output production to plrpse achievement? 
Similar questions for inputs, outputs and goal should be raised to assure 
that all design elements are stated in sufficiently precise and 
verifiable terms to permit meaningful evaluation. (See AID Evaluation 
Handbook for further details and guidance.) 

e. Other elements of design, e.g., socio-economic feasibility and 
identification of beneficiaries, should be examined to confirm their 
continuing validity. 

The foregoing completes the pre-evaluation review and the working group 
can now start the actual evaluation. 

1 4. Assess Progress and Search for Causes 

a. Criteria used by AID in evaluating its projects are built in at 
the design stage and consist of three types of standards : 

-- responsiveness of the project to the develpnt needs of 
the target group and priorities of the B/G; 

-- conformance with AID statutory and policy provisions, such 
as equitable sharing of the benefits of ecommic growth; 

I -- specification of project targets. 

A well designed project will have incorporated the first two types of 
standards in its targets. Therefore, the evaluation team should be able 
to test the project entirely by performance against the predictions 
contained in the logical framework and Critical Path Indicator network. 

b. AMlytical methods determine, to a large extent, the degree of 
objectivity in an evaluation. Subjective judgment is helpful, but not a 
substitute for, analysis of data. Six different analytical methods, in 
descending order or rigor, are available to the evaluation team (see 
Evaluation I2indbook for detai 1s ) : 



-- Experimental design with random selection 

-- Cross-sectional analysis 
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-- Quasi-experimental design 
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- Before and after studies 

EFFECTIVE DATE 
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-- Hypthesis verification 

-- Case study. 

c. Proqress assessment is a relatively straightforward activity if 
targets and progress indicators were carefully devised during project 
design and if progress data have been collected regularly during 
implementation. Information on the availability, installation and 
utilization of inputs and the production of outputs will be available 
through the mnitoring process. For purposes' of evaluation, such 
input-output information may simply need to be summrized, although 
analysis as to suitability and timeliness of inputs will be needed (see 
d. belw). Judging whether the purpose will be achieved will be 
difficult while the project is still being implemented. Nevertheless, 
project officers should n w  have some evidence that inputs and outputs 
are adequate and suitable to permit achievement of the project purpose. 

d. Explanation of the results: %en progress has been assessed, 
the evaluation team then searches for an explanation of what they have 
observed. In those cases where progress toward established targets is 
proceeding as planned, the evaluators should attempt to determine the 
extent to which such progress is attributable to the project or to other 
factors. For example, if agricultural production increased in an area 
with an agriculture production project, were increases mre or less than 
in other comparable locations? 'Ib what extent was the change due to 
weather or prices, rather than to the project? If it is established that 
the contribution of the project is not significant, then the evaluators 
should remmmend redesign or that it be discontinued and its resources 
allocated elsewhere. 

The discovery or correct identification of contributing and/or causal 
factors will help project management maximize project benefits and permit 
the transfer of lessons learned to other project designers. 

If progress assessment demonstrates that the project is m t  moving 
satisfactorily toward its planned targets, the evaluators must estpblish 
the reason. If the planned outputs are not being achieved on schedule, 
the explanation might be found in one of several categories: 



- planned output levels and timing were too optimistic: 

- inputs were not available when or where needed, 
inappropriate, or not adequate in amount and/or quality; 

PAGE NO. 
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- implementation planning was incomplete or inaccurate in 
scheduling comnodi ty/equipnent deliveries , construction, 
training or scene other implementation action; 

EFFECTIVE DATE 
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-- the performance of one or more of the implementation 
participants (suppliers, trainers,  contractor/^^^^, MD/W 
backstoppers, B/G personnel, other donors ) was inadequate : 
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3:43 

-- exogenaus variables or assumptions changed. 

If outputs are being produced, but the Ehd~f-Project Status (M>PS) 
indicators show that scheduled purpose achievement is not occurring, the 
explanation may be that the project design was unrealistic, i.e., it 
proposed an unattainable level of expectation, or was flawed in other 
respects. Cbntributing and causal factors often found at this level are: 

-- linkages between the project, other institutions and 
beneficiaries ; 

-- performance of collateral projects, programs and policies 
relating to the saw sector goal: 

-- effectiveness of incentive systems and motivational 
technique$ ; 

- behavior of market forces, changes in effective demand, 
absorptive capacity. 

L, During the later stages of implementation, it is often possible to detect 
early signs of contributions of the project purpose to the subsector or 
sector goal. If the goal level indicators suggest that this planned 
contribution is not beginning to occur, then the contributing and/or 
causal factors might be found in: 

-- level and nature of econanic activity, e.g., demand, price 
and employment levels; 

- policy, legislation and institutional factors impinging on 
the project: 



-- effect on the development program of political climate 
stability; 

-- changes in beneficiary roles and receptivity. 
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Whether the search at each level is for explanation of success or 
failure, that explanation may be ascertained by: 

-- Qmparisons between treated and untreated geographic areas 
or target groups, either on the basis of controlled 

TRANS. MEMO NO. 
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experiment or even on a quasi-experiment , post hoc basis. 
Such comparisons are the most reliable way for explaining 
associative and/or causal relationships. 

EFFECTIVE DATE 
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-- Process Analysis. By looking at the project process, i .e . , 
the sequence of events and actions, it may be possible to 
determine the impact of the process on observed results. 

-- Alternative Hypotheses. Attempts to explain observed 
results by devising alternative hypotheses or 
explanations. If no persuasive alternatives can be 
developed, or if all alternative explanations can be 
disproved, then the original hypothesis is at least 
partially validated. 

5. Identification of Unex~ected Effects 

Unexpected effects are one of the important topics of an evaluation. 
Project planning deals with planned causes and effects. But these 
causes, especially in the uncertain socioecomic environment of a less 
developed country, will also have unplanned effects. Wther, unplanned 
causes will contribute to planned effects and the various planned causes 
and effects can interact with each other. Even in diagramnatic form, the 
reactions may be qlex: 



FIGURE 2 
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L. The impact of unplanned effects may be beneficial or detrimental. 
Ekriodic evaluations during the life of a project provide an opportunity 
for identifying unexpected factors and taking them into account before a 
project or its environment, either physical or societal, becan=s 
seriously distorted. 
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PLANNED PIANNED 
CAUSES EEFJKTS 

v 

L t 

6. Premre an Auenda for Evaluation &view 

REW- 
FOm 

The final task for the evaluation team is to reach agreement on the 
topics which ought to be considered at the Evaluation Review session of 
B/G and AID senior managers. These officers should not be expected to go 
through all the details or repeat all the steps described above. ?hey 
should, however, be briefed on the status of the project and the nature 
of the various evaluative findings. This will not only assure that 
mmgement is fully informed, but give them an opportunity to raise 
questions or make suggestions on aspects other than the issues selected 
by the staff. For those issues requiring policy guidance and decisions, 
staff should prepare recommendations or at least outline possible 
alternatives to facilitate the discussion. 
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AMP"l!ATION QF E\IAUIATIQN P- 
FOR PAKrIcmAR TYPES OF PFcuEcE 
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b Experiences over the past several years have demonstrated that the 
evaluation system described in this Chapter is adaptable to a broad 
spectrum of projects without lessening the value of analysis. The 
following are a few suggested adjustments for evaluations undertaken in 
different categories of assistance. 

2. Projects Being Funded with Economic Support F'unds (ESF) 
or Related Funding 

TRANS. MEMO NO. 
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01 occasion these funds may be connnitted without all of the detailed 
doamentation described in earlier parts of this Ekrdbook. Since 
evaluation is based on explicitly formulated targets and other elements 

L/ in the logical framemrk, it may be necessary to mre accurately express 
these targets during the pre-evaluation analysis. Adjustments in 
procedures m y  also be necessary if documentation of project activities 
is lacking or had been interrupted. Although ESF assistance is often 
mre closely tuned to short-run foreign policy objectives, individual 
projects financed with such funds are expected to contribute toward 
developnent objectives to the extent practicable. Therefore, evaluations 
should focus on developental objectives rather than political 
objectives. If the latter is to be examined, it should be undertaken as 
a special evaluation. 

3. Small Projects 

EFFECTIVE DATE 
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b Chapter 4 of the I-hdbook allcws less rigorous documentation for projects 
whose life+£ -project axt is less than $500,000. (The PID and PP can be 
abbreviated.) Time and money invested in evaluating these smaller 
projects should be proportionate to the importance of decisions based on 
the evaluation findings. If the activity was a pilot effort to test the 
feasibility of a larger, long-term project, then the evaluation mid be 
more extensive and thorough. 

PAGE NO. 
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4. Housing Investment Guaranties (H/Gs) 

Although H/G loans are made by private U.S. lenders and the AID 
guaranties funded by the B/G, management and evaluation decisions to be 
made by AID are similar to those £6r other projects. H/GS become 



projects, rather than norproject assistan-, because AID links the 
guaranties with efforts to build institutions such as housing ministries 
or LDC savings and loan associations. H/GS may be implemented separately 
or be an element of a Mission project which provides additional AID 
resources. In either event, the H/G projects must include arrangements 
for measurement and recordkeeping on the progress toward objectives so 
that these projects can be evaluated through the standard procedures 
discussed earlier in this chapter. m e  evaluation team m y  have a mre 
difficult job defining progress because of the institution-building 
nature of these projects. 3 
Special attempts will normally be made to analyze the effects of a H/G 
project on the target group after the project is executed. This impact 
analysis requires that target group characteristics be defined: 

AID HANDBOOK 3, 1 2 ~  

-- before the project, 
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-- upon initiation of the project, and 

EFF ECTIVE DATE 
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-- at appropriate intervals after initiation. 

such information is necessary to test the success of H/G projects and is 
useful for improving H/G policy, planning and design of future projects. 

3 
5. P.L. 480 Title I1 

a. This section outlines questions to be answered by evaluations of 
Title I1 projects administered by public or private agencies. Special 
aspects of evaluation for WO's are discussed below. 

b. Ebr nutrition projects which have institutional aspects, the 
logical framework cantain included indicators about the managerial and 
budgetary ability of the host organization to take over an increasing 
share of the responsibility for the program and to expand its outreach. 
As for the nutritional aspect itself, evaluation can generally be 
con£ ined to an assessment of managerial effectiveness, i . e. , if they 
deliver the right foods in the right amounts to the right people, since 
previous special evaluations have demonstrated that supplemental feeding 
programs will have a positive nutritional impact. A direct study of the 
nutritional impact (height, weight, health) m y  be undertaken as a check 
on linkages between outputs and purpose and on accuracy of mitoring 
reports. Such records m y  be kept as part of maternal and child health 
projects . 

c. Saw Title I1 projects mnsist of food-for-work. Fm those 
projects designed to create physical resources, such as roads or 
irrigation works, evaluation should look at whether these resources are 3 



resulting in developnent, such as improved marketing or increased 
agricultural production. It should also look at impact on the regular 
market economy for food and wages. For projects designed primarily to 
create qloyment, evaluation should review such questions as the amount 
of employment created, whether the jobs went to target group, and whether 

L/ 
the project had a multiplier effect in stimulating other employment. 

All evaluations of P.L. 480 activities should review the degree to which 
such assistance was coordinated with and reinforced USAID country 
objectives and what implications such assistance has for recipient 
country food production and food pricing policies. 
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13A. Introduction 
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1. AID Perspective About Chanqes in Projects. 

t Earlier chapters of this Handbook describe a system of design, 
planning and negotiation which is intended to produce clear 
definitions of project objectives and methods and of the 
implementation responsibilities of the Borrower/Grantee (B/G) and 
AID. However, the social, economic and administrative environments 
within which assistance projects are undertaken are somewhat 
unpredictable and subject to frequent change. Even in the 
best-conceived and managed projects, conditions will be encountered 
which dictate that implementation methods be adjusted. Monitoring or 
evaluation may also identify new opportunities or constraints germane 
to project objectives. The feedback of such information allows the 
refinement or rejection of former assumptions and allows Project 

b 
Officers and managers to gain insights not possible earlier in the 
project cycle. Assessments can then be made which support revised 
resource allocation and utilization decisions. Identifying changed 
circumstances, assessing their impact on the project and helping the 
B/G make adjustments in the project to accommodate change are some of 
the most important responsibilities of the Project Officer and 
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C o d  t tee Members . 

PAGE NO. 
13-1 

2. Coveraqe 

This chapter discusses policy and procedures regarding changes and 
modifications to projects during development and implementation. 
Since different elements of the project documentation system are 
discussed in detail in other chapters of this or other Handbooks, 
only the general docurnentation framework and modification procedures 
are discussed herein., 

3. Policy on Project Chanqes and Amendments 

AID recognizes that good project design, effective implementation and 
evaluation go hand-in-hand. As a result, and in recognition of the 
dynamic nature of the development environment, AID policy supports 
the adjustment of project designs and implementation methods to 
maintain their relevance and effectiveness under changing 



conditions. Such flexibility is a critical tool for sound project 
management. This is not to imply that originally agreed-upon project 
elements and objectives are to be taken lightly or altered without 
justification and prior approval. This policy intends that approved 
project designs and implementation plans and methods are to be 
adhered to unless conditions change to the degree wherein their 
continued pursuit would not, with all factors and risks considered, 
result in appropriate use of development resources or the practicable 
and effective achievement of agreed-upon objectives. When problems 
are suspected or confirmed, B/G and/or AID Project Committee members 
should evaluate the condition and, as appropriate, recommend 

3 
alternative approaches and mechanisms, prepare justifications for the 
changes and obtain prompt approval to incorporate such changes into 
the project. 

Note: If the existing project design and/or official documentation 
require changes, AID encourages the making of such changes, when 
appropriate and justified, at the lowest possible organizational 
level, Likewise to promote flexibility of actions at lower levels 
when changes are king effected, detailed specification of 
requirements and procedures should be minimized in higher order 
formal documentation (e.g., Project Authorizations and Agreements) 
unless specification at that level is essential to the success of a 
project . 

3 
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13. B. Recognition and Assessment of Change 

TRANS. M E M O  NO. 
3:43  

PAGE NO. 

13- 2 

1. During project identification and development, a great deal of 
information is assembled and analyzed. An overall assessment of this 
information is made and a project design produced which incorporates 
assumptions and decisions made up to that point in time. This design 
is summarized by AID in the Project Paper (PP) and, as approved, 
forms the basis of the Project Authorization and negotiations leading 
to the PROAG. It is certain that some of the original information 
will become dated during the inplementation phase and may, as a 
result, require reassessment of the project. It is also possible 
that AID'S design assumptions and assessment of facts gathered at the 
time may be out of step with changed conditions and require 
adjustment, e.g.: 
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-- the market prices of agricultural products which are 
intended project "outputs" may have changed significantly 
after the project was authorized (changed fact); 

-- the market prices for such products existing at the time 
the project was developed were erroneously judged to be 
adequate to produce a favorable benefit/cost ratio (changed 
assessment of a fact); or 



- past price stability was erroneously assumed to indicate 
future stability of product prices (changed assumption). 

AID HANDBOOK 3 

2 .  If the foregoing types of changes or similarly significant 
matters occur in a project, their effect on project design or 
implementation methods must be assessed. As a result of such an 

t. 
assessment, either project design, implementation methods, or both 
may have to be modified. Modifications may be relatively 
insignificant, such as a modest increase in funding allocated for 
consultant services. At the other end of the scale, the modification 
found to be necessary may be so far-reaching (e.g., doubling or 
tripling of the overall level of effort needed and extending the 
project life by several years) that a rigorous re-analysis of the 
project would be undertaken to determine whether it can and should be 
modified or, if not, curtailed or terminated. Considerations as to 
when and what type of modification would be appropriate, the 
procedural requirements for making such modifications, and the 
sources of approval authority therefor are discussed below. 

t 3. This chapter cannot discuss all possible circumstances or types 
of modifications; however, it does provide a framework within which a 
Project Officer or Mission could make considered judgments as to when 
a modification is needed and acceptable courses of action under 
particular circumstances. Making and/or assisting modifications that 
will: correct project designs; make implementation more effective, 
and improve outputs and positive impact are the responsibilities of 
Project Officers and Mission management. This is consistent with 
Bureau Assistant Administrators assigned responsibility for directing 
and/or overseeing the effective and efficient administration of AID 
assistance. 
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13C. Types of Project Modifications 

1. Normal Acb'ninistrative Actions which are not 
considered Project Modifications. 
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Numerous actions occur during project development, negotiation, or 
implementation which may be considered "administrative" in nature or 
which could come under the heading of "implementation options." 
While these actions may require the issuance or execution of a formal 
document by an authorized official (i.e., Authorization or Agreement 
Amendment), or otherwise would be recorded in the official files, 
they are not considered "modifications." A few brief examples of 
such actions follow: 

PAGE NO. 
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-- Obligation of funds in somewhat different fiscal year 
segments than the planning figures noted in the 
Authorization for an incrementally funded project. 
(AnAuthorization Amendment would not be required but the 
Advice of Program Change may be necessary. Approval action 
would be an internal Bureau OYB allocation decision. The 
execution of a PROAG Amendment would obligate the funds and 
complete the action.) 

-- Mission and B/G make nonsubstantive changes relating to 
project implementation, e.g., changes within the 
implementing agency organization, adjustments in project 
input accounts that don't change overall totals, 
replacement of service contractors, etc. (If none of these 
aspects was significantly critical to success in the 
original project analyses or design, then they can be 
considered "implementation options" and handled by mutual 
agreement at the mission level. Such changes would be 
recorded in memoranda or correspondence. The change rnay 
also be reflected in a revision of the project description 
in the PROAG Annex.) 

-- Mission initiates changes to or waivers of Conditions and 
Covenants that were not required by AIDD or contained in 
an AID/W signed authorization. Such would be acknowledged 
in Implementation Letters or, if necessary, an Agreement 
Amendment. 

The basic sense of these "implementation options" is that they are 
administrative in nature or relate to routine project management 
decisions which support timely and effective implementation. They 
are not principally aimed at modifying the substance or objectives of 
a project. In only a few cases are Principal Officers of field posts 
(i.e., Mission Directors) or others not delegated the authority to 
act on such implementation "options." However, if any questions 
exist, a Project Officer should consult, as appropriate, with the 
Mission's Legal Advisor, Contract Officer or Controller and/or the 
Regional Bureau. 
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2. What is a Substantive Modification? 
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A "substantive" modification is one which results in a major change 
in: 

EFFECTIVE DATE 

September 30, 1982 

-- Elements of project design that are judged critical to 
project success. These elements could be aspects of 
feasibility or relate to project objectives (Outputs, 
Purpose, Goal), participants, methods, funding, 
beneficiaries, etc. 



-- The project description, timing, financing or essential 
conditions and covenants cited in the Project Authorization; 
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-- The project description, financing level, essential 
conditions and covenants or other significant 
project-specific terms in the body of the Project Agreement; 

b -- The overall length of the project. 
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There is not always a clear separation between "implementation optionsw 
and "substantive" design, authorization, or implementation 
modifications. When to act and what should be done will vary with the 
circumstances and personnel making the modification assessment. Whether 
an assessment is precipitated by a changed fact, a changed assessment of 
a fact or a changed assumption is not determinative. The Mission must 
carry its analysis far enough to be able to make a judgment as to the 
type of change needed and what documentation would be modified during the 
change and a determination as to what AID organizational level has the 
authority to approve the modification. Since these assessments often 
include qualitative judgments regarding the local situation, there is no 
magical index or "go-no-go" decision and documentation matrix offered as 
an answer to the difference between "implementation options" and 
"substantive modifications." Use of the following approach should, 
however, assist the Project Officer and/or Committee members in arriving 
at the appropriate outcome: 

-- Timely recognition and definition of the change (i.e., 
catch problems while they're still solvable by simpler 
means ) ; 

EFFECTIVE DATE 

-- Assessment of the impact of the change on the project; 

PAGE NO. 

-- Assessment of the alternatives for dealing with the change; 

-- Definition of procedural and documentary elements needed to 
effect alternatives; 

-- Recommendation of the best alternative to the approving 
off ice; 

-- Preparation and execution of documentation effecting the 
approved modification. 

If uncertainty exists relating to the categorizing of a modification as 
"sub~tantive,~ procedures to follow and/or authorities for approving the 
modification that are not answered herein, a Mission should consult with 



its Regiorial Legal Advisor and/or Regional Bureau. The participation of 
The Bureau for Program and Policy Coordination (PPC) or other offices in 
AID/W should only be necessary when policy matters are involved or when 
approval authorities are reserved for certain officials outside of the 
Mission, e.g., Administrator or his/her designee. (See PID and PP 
processing and approval details in Chapters 2 and 5 and the following 
paragraphs.) 

13D. Documentation of Design Modifications 

1. Changes at the Project Identification Document (PID) Staqe 
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Modifications after a PID has been submitted, but early in the 
project development stage, are discussed in Chapter 2. It is 
appropriate to note, however, that if an assessment of a potential 
modification might require a substantial commitment of personnel 
resources or will result in a substantive modification, e.g., a large 
increase in AID funding, then the Mission or Office should promptly 
advise its Bureau about the change and, as appropriate, obtain its 
clearance before proceeding with redesign or modification actions. 
Such modifications may require preparation and submission to AID/W of 
revisions to documents previously approved by AID/W, e.g., Initial 
Environmental Examination. 

3 
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2. Changes During Project Paper (PP) Development 

EFFECTIVE DATE 

September 30, 1982 

When substantive departures from the activity described in the PID 
arise during the latter stages of project design, a Mission or Office 
should promptly advise its Bureau, obtain clearance for the change 
and incorporate the modification in the PP. In some instances, a 
revised PID Facesheet will also have to be submitted. 

Non-substantive modifications arising between the PID and PP may be 
accommodated by explanations in appropriate sections of the PP. 3 
3. Changes Followinq PP Approval 

a. If an approved project is beinq amended to facilitate attainment 
of its original objectives, e.g., through more funds, an extension of 
time, changing AID/W required covenants, a PID or PID amendment is 

- - 

not needed. In these cases, a PP supplement is called for. A 
Mission should, however, consult by cable with its Regional Bureau as 
to the extent of the proposed change and its implications early in 
the modification process, and before the PP supplement is initiated. 
Depending upon the nature of the proposed change, a Bureau rmy 
require the Mission to provide it with descriptive or supporting 3 



information, for Bureau approval, before the PP supplement is initiated, 
especially when additional project funding will be required to implement 
the change(s). If programming or policy issues are involved, the 
Regional Bureau may also require the Mission to submit the PP supplement 
to AID/W for review and approval before actions are taken to amend the 
Project Authorization. 

The detail and depth of analysis supporting the PP supplement will be 
determined by the significance, scope and complexity of the proposed 
project modification. In many cases, the supplement will be no more 
than a synopsis of the implementation problem (e.g., the impact of 
inflation on project costs and project viability) and the proposed 
solution (e.g., increase in funding and a project life extension). 
This could serve as well as the essence of any action memorandum 
accampanying the proposed Authorization Amendment. Missions or 
Bureaus (depending upon location of amendment approval authority) 
will review PP supplements as outlined in Chapter 3. PP supplements 
should include an amended Project Data Sheet, if appropriate. 
Authority to approve authorizations or amendments is cited hereafter 
and in Chapter 5. 

EFFECTIVE DATE PAGE NO. 
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b. If the foreseen modification(s) will emerge as a 
second-staqe or add-n type project, an abbreviated PID should be 
submitted to AIDD, preferably in cable form. Following Bureau 
review of the PID (and assuming approval), as appropriate, a PP 
supplement or new PP would be developed. It would normally be 
reviewed by the unit having authorization authority. 

TRANS. MEMO NO. 
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c. If the modification would chanse project elements such that 
they emerge as essentially a completely ;estructured project or a new 
project with different objectives, then a new PID should be prepared 
and submitted for Bureau review and approval. As with other PIDs, 
such should be submitted and approval- keceived prior to the 
expenditure of extensive PP development resources. The new PP would 
be prepared and reviewed in accordance with procedures outlined in 
Chapter 3. 

4. Project Authorization or Amendment 

a. Authorizations or Authorization Amendments may be necessary 
to support the following changes: 

-- Increasing project funding 

-- Changing funding appropriation categories 

-- Changing the project description 



-- blodifying loan repayment terms 

-- Amending Source/Origin and IJationality requirements 
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-- Changing Conditions and Covenants 
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-- Amending AID contribution period 

EFFECTIVE DATE 

September 30, 1982 

-- Incorporating waiver approvals. 

Authorizations or Authorization Amendments are usually prepared by 
the Project Officer and Legal Fdvisor and are submitted for 
signature, with appropriate clearances including legal, along with 
other documentation recommending and justifying the approval action. 
(See Chapter 5 for examples.) Approvals will be based on an Action 
Memorandum and/or approved PP Supplement. If the PP Supplement is a 
sizeable document, the Action Memorandum must include a management 
summary of the modification. Appropriate notification to Congress 
must be' made if the amendment involves changes of the kinds described 
in Attachment B of Chapter 5. If additional funds are being 
authorized, a funding allotment must have been given to the 
authorizing unit prior to execution of the obligating document, e.g., 
a negotiated and signed Agreement Amendment. This is arranged 

d 
through normal Bureau OYB allotment procedures. (See Chapter 5 and 
Appendix 5B). 

b. Authority for signing Authorization Amendments depends upon 
the nature of the amendment proposed and, in some cases, is a 
function of who signed the original authorization or prior 
amendments. A review of specific unit Delegation(s) of Authority and 
consultation with the Legal Advisor before authorization amendments 
are submitted for signature is required to avoid errors. (The system 
for approval of authorizations and amendments and authorities 
therefor is cited in Chapter 5.) 

5. Project Aqreement (PROAG), Amendments and Implementation Letters 

a. Following AID approval of a project modification, either by 
Action Memorandum, Authorizations or Authorization Amendment, as 
appropriate (see Chapter 5), the modification can be recognized with 
the B/G through: 

-- joint signature of a PROAG or Agreement Amendment (see 
details and procedures in Chapter 6) or, 



-- if Agreement Amendrnent is not required, issuance of an 
Implementation Letter (countersigned by the B/G if 
confirmation of B/G acceptance and/or commitment to 
the change considered necessary.) 
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b. PROAGs, ProAg Anendments and Implementation Letters that 
interpret elements of the Agreement shall be cleared by the Legal 
Advisor and/or Bureau GC, as appropriate, prior to execution by the 
AID official. 
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c. Modifications in the Amplified Project Description, which 
is an Annex to the PROAG, may be accomplished by mutual agreement 
with the B/G and signature by each party's official representative 
(e.g., per Section 9.3 of the Model Project Loan Agreement and 
Section 8.3 of the Model Grant PROAG). Cost increases which the B/G 
undertakes to finance may be acknowledged through revisions in the 
Financial Plan in this Annex. The formally revised Annex should be 
transmitted to the B/G under cover of an Implementation Ietter. 

d. If a revised interpretation or clarification of W A G  terms 

L. 
and conditions will be sufficient to define and record what might 
otherwise have to be called a modification, then such may k 
transmitted to the B/G by Implementation Letter. 

E F F E C T I V E  D A T E  

6. Extension of Terminal Dates 

PAGE NO.  

a. Terminal Dates for Meetinq Conditions Precedent (TDCP) 

Unless otherwise defined by AIDAJ at time of project approval, such 
dates may be extended by Missions for a cumulative period of up to 
one year. (See Regional Bureau Delegations of Authority or other 
guidance.) Extensions for longer periods must be authorized by the 
responsible Assistant Administrator. Extensions are recorded and 
comnunicated through issuance of Implementation Letters. 

b. Terrninal Date for Requesting Disbursement Authorizations 
J TDDA 1 

Although the Standard PROAG does not provide for a TDDA, the Terminal 
Date for Requesting Disbursing Authorizations (TDDA) is contained in 
rmny current Agreements to provide an additional financial control 
point during the latter stages of project implementation. Authority 
for extending the TDDA is vested in the same officials who may extend 
the PACD (see below). Extensions are recorded and communicated to 
the B/G by Implementation Letters. 



c. Project Assistance Completion Date (PACD)* 

PAGE NO. 
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The PACD is the date by which the parties "estimaten that all 
AID-financed goods will have been delivered and services will have 
been provided. Under Agreement language AID, at its discretion, 
could decline to finance such inputs if delivered or provided 
subsequent to the PACD. If AID desires to finance such inputs after 
the PACD, it may extend it. Relatively short extensions of the PACD 
(e.g., 30-60 days for processing specific purchase order invoices) 
can usually be agreed upon informally between the Mission, e.g., by 
the Controller, and the B/G. If longer extensions of the PACD become 
necessary, they can be effected by issuance of an Implementation 
Letter. Principal Officers of Field Missions may approve extensions 
of the PACD for cumulative period(s) as specified in the delegation 
of authority to that unit from the cognizant Bureau. Bureau 
Assistant Fdministrators may extend the PACD such that the cumulative 
Life of Project does not exceed a total of ten years from the date of 
initial project obligation. The Fdministrator authorizes all 
extensions in the Life of Project that exceed the cumulative ten-year 
period. .a 

The PACD should not be specified as the terminal validity date of 
financial instruments (e.g., Letters of Commitment or Letters of 
Credit). The validity date of such financial instruments should 
generally be later than the PACD, since under Section 3.3(c) of the 
Standard PROAG disbursements can routinely be made within nine months 
following the PACD. 

EFFECTIVE DATE 

September 30, 1982 

d. Justification for Extensions 

(i) None of the categories of terminal dates mentioned 
above should be extended without consideration and 
justification. In each case, the causes of the delays 
should be ascertained and discussed with the B/G 
agency involved, so that steps can be taken which are 
likely to make further extensions unnecessary. 

TRANS. MEMO NO. 
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(ii) In cases where long or repeated delays are 
encountered, the examination of their causes may lead 
to the consideration of alternatives to an extension 
of terminal dates. If it is found, for instance, that 
a Condition Precedent (CP) cannot be met within a 
reasonable period because it was based on an 
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* Some existing PROAGs have a Terminal Disbursement Date (TDD). This 
discussion covers both. 



I 13D6d (ii) 

AIDHANDBOOK 3 

unrealistic assumption (and is therefore unlikely to 
be met even if the terminal date is extended), then 
waiver or modification of the CP should be considered 
which will permit the B/G to meet it. Similarly, 
extension of a TDDA or PACD may not, by itself, 
address an underlying procurement or contracting 
problem; a successful attempt to solve that problem 
may obviate the need for an extension, but, in any 
event, should be a companion action to an extension of 
the terminal date. 

(iii) Finally, there are cases where AID should seriously 
consider refusing requests for the extension of 
terminal dates. Such cases would include those where 
the extension of a TDDA or PACD would permit the 
financing by AID of a relatively insignificant project 
cost but at the same time have substantial 
disadvantages for AID in the form, e.g., of relatively 
high incremental administrative costs or problems in 
the area of public or Congressional relations. If 
such matters are relevant, they should be considered 
and discussed in the Action Memorandum submitted to 
the AID official who is to review the request for 
extension. 
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7. Increases of Incremental Fundinq to be Obligated 

If the amount of incremental funding to be obligated in any one year 
is higher than shown in the Congressional Presentation for that 
fiscal year, or would result in an increase of previously advised 
total project cost, an 'Advice of Program Change" has to be sent to 
the Congress. (See Appendix 5B.) Incremental increases are usually 

L/ recognized by Agreement Amendments (Appendix 6H) and must be preceded 
by an allotment of funds by the Bureau. (See Chapter 6.) 

EFFECTIVE DATE 

September 30, 1982 

8. Decreases in Life of Project Fundinq 
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Whenever it is certain that the funds authorized and obligated for 
the life of a project exceed the amount actually required, steps 
should be taken to deobligate the excess amount. (See Section 14D2 
and Handbook 19 for additional details.) In doing so, however, care 
should be taken that a reserve for contingencies, appropriate under 
the circumstances, is retained to avoid the danger of an eventual 
shortfall of funds. Such action should be taken only after 
consultation with the Implementation Agency and other B/G agencies 

b involved (e.g., the Ministry of Finance). The deobligation may be 
effected following an Agreement Amendment or may be unilaterally 



taken by AID in accordance with the Agreement after a specified point 
in the project. (See Appendix 6A, Standard PROAG, Section 3.3, 
PACD. ) A deobligation notice should be formally communicated to the 
B/G in an Implementation Letter. 

9. Other Modifications 
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The documentation required to effect other kinds of modifications 
within a project depends upon the nature of the change, the 
documentation and way in which the item to be modified was originally 
recorded. For example, several aspects of a PROAG are qualified and 
may be changed (usually by Implementation Letter) because they had 
built in flexibility, e.g., "...unless AID otherwise agrees in 
writing...." Other features may likewise be deleted or modified 
following issuance of waivers or comparable administrative 
determinations by the appropriate AID official. Such options are too 
numerous to discuss herein, so Project Officers and Comnittee Members 
are simply encouraged to look at every condition which is negatively 
affecting implementation (or potentially a positive opportunity) and 
to explore all options for responding to same with appropriate 
personnel within the Mission or Bureau. In this sense, if a 
modification or action really makes sense for a project and 
development, there probably isn't a reason why it can't be done 
within the AID system. m e  key for project personnel is to keep 
probing the AID system during their modification assessment (see 
Section 13C2) until a rationale, procedure and approval accommodate 
the solution. 
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14A What Is Project Completion? 

C 
1. Definition 

EFFECTIVE D A T E  

September 30, 1982 

The Project Assistance Completion Date (PACD) is, by 
definition, the point at which AID-financed physical inputs (goods and 
services) have been delivered or provided. That point generally 
coincides with the end of the "inputw phase, but is rarely the "end of 
the project" in any sense of the term because AID will, in the majority 
of cases, still be responsible for support and monitoring actions and 
residual disbursements. Beyond AID'S PACD, the Borrower/Grantee (B/G) or 
other donors arnd participants may still be providing goods or services 
and pursuing the completion of implementation tasks. For many projects, 
they only begin their real, productive life when outputs are achieved and 
utilized whithin an "operationsw phase which thereafter generates project 
benefits. A project can, therefore, only be considered complete when it 
is successf ully generating a stream of benefits and helpinq the intended 
beneficiaries in the manner and at the rate envisioned in the initial 
project or, if modified, final project design. 

PAGE NO. 
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2 .  Oompletion and Different Kinds of Projects 

a. Minimal Operations - Some AID-financed activities meet 
their objectives, i.e., achieving the Purpose and End of Project Status 
(EOPS) with little involvement after inputs are successfully delivered. 
These activities usually have relatively small organizational development 
and training components and the generation of benefits demands minimal 
B/G participation after outputs are produced, e.g., a major bridge 
project executed on a "turn-keyw basis by foreign contractors. Once the b bridge is completed, the B/G agency will have some maintenance (cleaning, 
painting, repairing) and operating (river and bridge traffic management, 
preventing overloaded vehicles) responsibilities and these activities 
will require some recurrent cost financing. The operating activities are 
important, but they are in relation to the original investment, much 
smaller and therefore more manageable. 'Ihe problem of river crossing is 
resolved for the farmers and transporters once the bridge is opened, and 
benefits will hopefully accrue to producers, handlers and consumers. 
Notwithstanding, completion of the bridge and free movement over it does 
not guarantee the generation and incidence of benefits, so attention to 
or management of other elements (e.g., transport costs, market prices) 
may then be necessary to make the completed bridge project a lasting and 
successful development intervention for all intended beneficiaries. 



b. Changed Operations - A number of development activities have 
physical inputs (e.g., school buildings, health centers and teaching 
materials, medical supplies) which are substantial and necessary to 
support project outputs. These potential operating units will probably 
be created within an organization which already "operates" or functions 
to some extent, i.e., the Health Ministry has people, some budget 
resources, procedures, etc. However, the output of improved health 
services may require the upgrading of physical facilities - and improved or 
changed operations within the Ministry. These improvements or changes 
are often multi-faceted and inter-dependent (e.g., new Ministry policies, 
procedures and authorities, training personnel, budget/salary level 
increases, improved logistics support and maintenance for rural centers, 

3 
education of villagers). Thus, while a great deal of money and energy 
will be expended building and stocking the physical facilities (bricks 
and mortar inputs), without organizational improvements and changed 
operations, within the Ministry, the project will not produce outputs 
(properly functioning health units) or achieve its purpose (delivery of 
improved health services/improved village health). These projects are 
difficult to successfully complete because "operators" (regular Ministry 
officials) may not be experienced "implementors" (construction managers) 
and the sometimes subtle but critical changes at the benefit production 
level (attitudes/inter-actions between supervisors, health workers and 
villagers) may not receive adequate attention during the rush to finish 
the physical (bricks and mortar) side of the project. The production and 
ultimate delivery of benefits (and successful project completion) 

3 
therefore suffer because the "changed operations" aspect remained 
incomplete. 

c. Major Operations - AID finances a number of activities which 
result in the creation of a totally new organization (e.g., Ministry, 
farmers' cooperative) and/or a productive enterprise (e.g., privately or 
publicly owned fertilizer plant, thermo-electric power plant). Such 
organizations and enterprises may be the exclusive source of the 
mrranodity or service produced; therefore their continued and successful 
operation (physical and economic) assumes a higher level of importance in 
the local development scene. ?heir successful "operation", on a daily or 
continuing basis, is - the project focus, far overshadowing internal 
subactivities leading up to the "operatng" phase. This is not to imply 
that construction, training, organizational development, etc. are not 
important within such projects. They are just as critical as the 
maintenance or traffic officer's salary in the bridge example (para 2.a. 
above) and, therefore, cannot be left out or done poorly. The difference 
is the - focus during project implementation and the need for intensive 
supervision and support once basic physical facilities and organizational 
development largely are accomplished. Successful "operating" or 
recurrent cost financing, continuing B/G management involvement and 
religious adherence to supply and maintenance requirements are typical 
ingredients in "successful project operation" and resultantly, sustained 
benefit generation, which, in this undertaking, translates into "project 
completion. 

3 
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14B. Transition to Project Operations 
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Guidance has so far covered design, approval, obligation and 
implementation aspects up through, in general, the physical 
installation. As discussed above, many projects directly produce outputs 
and benefits following the delivery of inputs. Other projects don't 
achieve outputs, let alone generate benefits, until physical inputs are 
combined with people to form an operating entity (e.g., health center, 
rural school, fertilizer factory, etc.). These types of projects must 
move from a materials delivery/construction mode (Inputs) into a 
successful start-up and operating mode (Outputs) if purpose is to be 
achieved and generated and delivered on a sustained basis. Many 
implementation agencies are unable to manage this transition effectively 
because project personnel are engrossed in the details of building 
construction, etc. As a result, the operating entity may be 
substantially delayed or may never get fully established. This is more 
often the case when construction delays and cost overruns eat up budget 
contingencies; then activities necessary to get the operating entity 
started suffer from a lack of funds. 

Managing the transition is often further complicated because B/G and 
AID personnel may have changed between the two phases and B/G personnel 
responsible for "operationsw often come from a different organizational 
unit. The transition from implementation into operations requires a 
definite change in management focus and differing B/G and AID personnel 
skills to make it happen efficiently. Shortcomings in establishing full 
operations on time may mean that achievement of purpose will be prevented 
and socio-economic benefits reduced. 

TRANS. MEMO NO. 
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14C. B/G Responsibilities 

EFFECTIVE DATE 

September 30, 1 982 

Besides taking actions such as suggested in Appendix 9B, paragraph 7, 
the B/G usually has a number of continuing responsibilities within the 
project after the AID financed goods and services have been provided. 
The Project Officer must be aware of the specific actions required and 
include their review in latter stage monitoring functions. A review of 
the PROAG, Agreement Annex, Implementation ktters and approved plans and 
budgets will provide an appropriate summary of responsibilities for a 
specific project. A brief listing of typical Borrrower/Grantee 
responsibilities is provided below. 

-- Continuing ckrdination and/or direction 
of project donors and participants to pursue the 
timely and effective completion of project 
activities. 

-- Completion of inputs, financed or provided by the 
B/G, other donors or participants, that are not 
in place by the PAQI. 



-- Organization for and the efficient management of 
project resources for the operational phase of 
the project, if applicable, including the timely 
provision of adequate recurrent cost financing. 

-- Monitoring a completed activity to ensure that 
outputs are realized and benefits flowing to the 
intended parties, including recording same and 
reporting, as appropriate to AID. 
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-- Continue actions necessary to satisfy or remain 
in compliance with the terms, conditions and 
covenants of the PROAG and Implementation Letters 
related thereto, including the preparation and 
submission of required reports. 

TRANS. MEMO NO. 
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-- Participation, as required, in the conduct of 
residual project evaluation activities and/or the 
taking of agreed upon corrective actions. 

EFFECTIVE DATE 

September 30, 19.82 

-- In the case of loans, commencement of repayment 
actions in accordance with the loan amortization 
schedule. 

3 
14D. AID Responsibilities 

As a project moves into its operations and completion phases, the 
Project Officer and other Committee Members will continue to perform a 
number of the support and monitoring duties discussed in earlier 
chapters, e.g., site visits, approvals of Borrrower/Grantee actions, 
coordination with other donors, reporting, effecting project changes, 
etc. These functions will be performed in much the same manner as 
before, but the focus will be more on how the project is doing rather 
than how it is being implemented. Even though a Project Committee's 
support and monitoring functions may be reduced in number when AID 
financed inputs are delivered, AID'S involvement in and responsibility 
towards su&essful project cobletion should in no way be 1;ssened. 

- 

AID'S errphasis should shift to helping complete the project and making it 
work. Managing all of the inputs to produke outputsand then moving into 
the successful generation and delivery of benefits may be the B/G 
agency's most marginal capability, especially when a new organizational 
undertaking is involved. Therefore, the Project Officer and other 
Cornittee Members will need to intensify their focus on B/G actions to 
move the project forward into the "operations" and benefit generation 
phases, while simultaneously "wrapping up" AID monitoring and 
administrative activities. Considerable investments of personnel and 3 



money would have been made up to this point in the project assistance 
cycle, and, in most cases, only a little more support and encouragement 
are all that are needed to help the B/G make the project a permanent 
success. The following is a brief discussion of some specific 
responsibilities and duties in the latter stages of project completion. 

1. Residual Disbursement Actions 
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Except in the case of full payments made by AID or U.S. banks LI upon presentation of documents when the goods are shipped or delivered, 
some part of the payments due contractors or suppliers is usually paid 
some time, often many months, after the contractor has done everything it 
was contractually obligated to do. 

EFFECTIVE DATE 

September 30, 1982 
TRANS. MEMO NO. 
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a. !this delayed disbursement is necessary because many 
contracts provide for the "retention" by the Contracting Agency of a 
percentage (typically 5% or 10%) of the amount payable during the life of 
the contract until a specified event occurs. That "event" may be simply 
lapse of specified time, e.g., 12 months during which a piece of 
equipment has been performing as specified in the contract, or a positive 
act, e.g., inspection and final acceptance, taken by the consulting 
engineer, which would trigger payment of the retained amount. Often that 
act is reflected in a performance certificate issued to the supplier by 
the Contracting Agency or consultant attesting to the successful 
completion of specified equipment tests, performed immediately after 
installation or after a certain period of operation at specification 
levels. 
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b. In other cases, contractors have to submit comprehensive 
"final billings" which require some time to prepare because all 
reimbursable items have to be collected, often from geographically widely 
separated sites, then consolidated, earlier payments deducted and, 
finally, the residual amounts computed. 

c. In lieu of payment "retentions", some contracts for 
equipment or services require the contractor to provide a performance 
bond or financial guaranty to cover possible costs of revisions or 
repairs after completion of a contract. While AID is seldom the 
recipient of such instruments and their execution would not likely 
involve AID disbursements, the Project Officer should be aware of their 
terms and whereabouts so as to monitor: (i) their return to suppliers 
upon expiration or (ii) conversion by the B/G if performance problems 
arise which cannot otherwise be resolved with the supplier. 

d. In order to permit such "post-contract" events to take place 
("postn-contract in the sense that the substance of the work has already 
been completed) and to enable AID to make the required disbursements even 
though the PACDhas lapsed, Section 3.3(c) of theStandardPaOAG 
establishes a nine month period beyond the PACD as the period during 



which final disbursements can routinely be made. If necessary to 
accommodate payments which are contractually fixed at a later time, or 
for compelling reasons, that nine month period can be extended by the 
Mission or the Regional Bureau. (See chapter 13.) Letters of Commitment 
and/or Letters of Credit may also have to be extended to accommodate the 
delayed paynlent. 

2. Preparations for Financial Close-out 

AID HANDBOOK 3 
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Not later than the PACD, and preferably well before that 
date, all actions necessary to financially "close-out" a project should 
be considered, discussed with the Implementing Agency and, when 
indicated, with participating contractor(s). A checklist (the functional 

3 
equivalent of a "punch list" used towards the end of construction 
contracts) of actions should be prepared and circulated to appropriate 
parties. Typical close-out actions are listed below, although not all 
apply to all projects and, conversely, other items may have to be added. 

a. Review all active AID-financed contracts to ascertain what, 
if any, amounts remain to be billed and paid; to discover any disputes 
that have arisen or are likely to arise and to expedite their settlement 
to the extent possible; 

b. Review commitments and disbursements under individual 
commitment documents (L/Coms, DRA's, Letters of Credit, etc.). ?he 

3 
purpose of the review is to ascertain whether all disbursements can be 
made under existing commitment documents and, where necessary, to make 
appropriate alternative arrangements to ensure that all disbursements 
will be made during a reasonable period following the PACD; 

EFFECTIVE DATE 

September 30, 1982 

c. Review disbursements to be made by the Borrrower/Gantee to 
determine that adequate funds to complete the Project will be available 
form the B/G within the frame work of the Agreement and the project 
financial plan, and to begin working towards the resolution of any 
problems encountered; 

d. Review all AID financing accounts and begin discussions with 
the B/G on deobligation of funds not required to complete the project, if 
any ; 

TRANS. MEMO NO. 
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e. Review the adequacy of the arrangements, including funding, 
made to the operation of the project (if it has an "operations phase") 
and agree with the Implementing Agency (or operating agency, if a 
different entity) on any additional steps necessary to assure 
availability of recurrent cost financing. 

f. Deobligate any undisbursed AID funds that were not needed 
for the project. ?his step should be taken after all disbursements have 
been completed. It requires careful and thorough reconciliation of 



accounts between the Project Officer, Mission Controller, and FM in 
Washington, and making the necessary accounting entries. Final 
deobligation action requires close coordination between the Mission, 
AID/W and the B/G. 

AID HANDBOOK 3 

3. Final Monit~ring Activities and the Project Assistance Completion 
Report 

a. A few monitoring activities discussed in Chapter 11 will continue 
on into the final stages of project completion. A few of the more 
important activities are listed below: 
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-- Briodic site visits to observe project operations, 
focusing on the utilization of inputs, achievement of 
output targets and generation and delivery of benefits 
to the intended groups(s). 

EFFECTIVE DATE PAGE NO. 
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- Preparation or assembly of reports on physical 
completion of the project, including available 
evidence of benefit incidence. 

G -- Review B/G arrangements to ensure continuing viability 
of the project, e.g., organizational or personnnel 
incentives to retain and utilize trained participants. 

-- Check on B/G compliance with or mechanisms for 
complying with remaining conditions and covenants in 
the Project agreement; including reporting thereon, as 
necessary. 

-- Clean up and organization of official project files, 
separating out those for use in continued monitoring 
and final evaluation and those which' should be retired 
to storage. 

-- Preparation of the Project Assistance Completion 
Report (see Appendix 14A for details). 

b. The "Project Assistance Completion Reportn should be 
prepared within six months after the ?Am. An important element of the 
Completion Report will be its recommendations for continuing AID support 
and monitoring actions. If not already scheduled, the Report will also 
outline.any arrangements for and the expected timing of a final project 
evaluation. Depending on the type of project and its characteristics in 
terms of innovations and size of AID assistance, monitoring may continue 
for a few mnths (e.g., until all non-AID inputs have been made) or 

L several years (e.g., if operations are to be reported and analysed or if 
financial covenants have to be monitored). The type and extent of 



continued post-project monitoring for any given project should be 
reviewed periodically, but not less frequently than every two years. 
"Post-project" monitoring should be limited to those projects in which 
AID has a specific longer term interest so that the attention of Project 
Officers can, by and large, be applied to projects in the development, 
implementation and transition to operations phases. 

14E. Post Project Considerations 

Depending upon the particular project and the AID development 
strategy in a country, a number of considerations might arise during the 
latter stages of project implementation and operations because of 

3 
inter-dependencies between programming, design, implementation and 
evaluation. While complete assessments and answers may not be 
forthcoming unless a terminal or inpact-type evaluation is undertaken, 
circumstances may dictate that some decisions or actions to be taken on 
the basis of preliminary information. This is especially relevant where 
programming decisions are involved because of their lead times. Such 
post-project considerations should, therefore, be consciously raised as 
the activity moves into its final steps. 

AID HANDBOOK 3 

Typical considerations might be: 
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-- Where did the project get to in terms of its 
implementation and operations targets? 

EFFECTIVE DATE 

September 30, 1982 

-- What impact has the project had or is expected to 
have? How does this compare with intended impact? 
(See the AID Evaluation Handbok and Chapter 12 for 
additional information.) 

-- Is the activity viable in light of ongoing development 
priorities and is it ready to be expanded, replicated 
or redirected? Should AID or, perhaps, another donor 
be encouraged to participate in its expansion, 
replication or redirection? 

-- What new development opportunities did the project 
create and what might, if acted upon, accelerate the 
production and/or realization of benefits or be the 
next step in the development sequence? 

While the foregoing questions bridge over into programming and 
evaluation issues, the answers may be more project specific and reflect 
back to adjustments which might be made in the given activity before it 
is actually completed. Such considerations may generate a decision to, 
e.g., extend the project temporarily to sustain its momentum because the 
next phase or project would benefit greatly therefrom. Project Officers 
and Missions are therefore strongly urged to frequently examine ongoing 
projects and those nearing completion for: 

3 



-- lessons learned which should be fed back into Mission 
design and implementation activities; 

TRANS. MEMO NO. 
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-- because of possible post-project actions or 
situations, ways in which the immediate project can be 
made more productive; 

b -- the country programming implications thereof. 

14E 

EFFECTIVE DATE 

September 30,  1982 

In this fashion, the project assistance effort will have closed back 
on itself and enable direct application of program improvements. 
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14F. Completion/Terminal Evaluation 

At an appropriate point in the project sequence, the Project Officer, 
assisted by the Mission Evaluation Officer and other Mission staff, may 
conduct a Completionflerminal Evaluation. This evaluation will be 
carried out in accordance with the Mission Evaluation Plan and procedures 
outlined in the AID Evaluation Handbook produced by the PPC, Office of 
Evaluation. The specifics to be covered for each project will depend 
upon the extent of prior evaluations, the status of the project and the 
kinds of issues or questions the Mission wants to investigate during the 
evaluation. If conditions warrant, the final evaluation may be a 
combination of completion and impact type evaluations. Project Officers 
should consult Chapter 12, Appendix 14B and the Evaluation Handbook prior 
to proceeding. If additional information is needed, he/she should 
contact Bureau evaluation personnel and/or the PPC, Office of Evaluation. 

Appendix A - Guidelines for Preparing the Project 
Assistance Completion Report 

Appndix B - aidelines for Completion/Terminal Evaluations 
(Reserved) 



APPENDIX 14A 
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Guidance for Preparinq the 

Project Assistance Completion Report 

TRANS. MEMO NO. 
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Within six months after expiration of the PACD (including any 
informal extension thereof), the Project Officer will prepare a Project 
Assistance Completion Report. The principal focus of the report will be 
on: 

-- Where the project is at that point, including the 
status of completion of various project elements 
(e.g., procurement, construction, technical 
assistance, training); 

EFFECTIVE DATE 

September 30, 1982 

-- A summary of contributions made by the 
B/C;, donors and participants (i.e., planned 
versus actual Inputs); 
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-- A brief review of project accomplishments in 
light of: conditions at the outset (initially 
planned Outputs), the expectations of project 
design and changes in the project environment 
and/or design during implementation (including a 
comparison of revised outputs and actual Outputs); 

-- If possible at that point, an assessment of the 
extent to which the project has resolved or is 
resolving the original problem (i.e., progress 
towards achievement of the initial and, if 
appropriate, the revised purpose); 

-- Recomndations for final adjustments in project 
design, the appropriateness of remaining 
conditions and covenants and B/G reporting 
requirements; 

-- Definition of continuing and/or post-project AID 
monitoring responsibilities, including the timing 
and resources involved; 

-- A review of data collection results and 
evaluations remaining to be undertaken; 

-- A summary of lessons learned from the project 
that might be relevant to programming, design and 
implementation of other activities. 



'I"n'is report shall be reviewed by appropriate Mission or Office 
managers and decisions taken on recommendations made. The report and 
record of decisions shall be retained in the official project files. 
Distribution of the report beyond the Mission or Office shall be as 
required by the responsible Bureau. Ibwever, a copy of the approved 
Project Assistance Completion Report should be sent to the Bureau for 
Science and Technology, Office of Development Information and Utilization 
(S&T/DIU) by the Mission or Bureau in AID/W. 
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INDEX TO THIS HANDBOOK 

This index i s  derived from the Master Index to the A I D  Handbook ser ies issued 
under TM HI:2. 

The underlying approach t o  the Master Index i s  one o f  unity, w i t h  the ser ies 
o f  AID Handbooks considered as a s ingle e n t i t y  i n  which top ics  may appear i n  
one, o r  more than one, o f  the component vol umes. 

Each entry i n  the Master Index t h a t  includes a reference t o  t h i s  Handbook i s  
reproduced here i n  i t s  en t i re ty ,  thus providing both a guide t o  t h i s  Handbook 

k, 
and useful references t o  other Handbooks. 

The formats for  l o c a t i o n  c i t a t i o n s  are intended t o  match t h e i r  appearance on 
the Handbook pages. Beyond the standardized Handbook number w i t h  i t s  
fo l lowing colon, the  c i t a t i o n s  used i n  the index r e f l e c t  the d i f f e r e n t  formats 
used i n  the i n d i  vidual Handbooks themsel ves. 

UNDERSTANDING THE CITATIONS 

The standard codes and messages t h a t  appear throughout the index, and t h e i r  L/ exceptions, are def ined i n  t h i s  section. It i s  reconmended t h a t  a l l  users 
read t h i s  sect ion before using the index. 

LOCATION CITATIONS 

The loca t ion  c i t a t i o n s  are grouped i n  the fo l lowing pattern:  

Handbook number, colon, Chapter number, Paragraph 1 e t te r ,  and f u r t he r  
breakdown where needed. 

The abbrpviat ions such as &. f o r  Appendix; A t t .  f o r  Attachment; and Sup. f o r  

ei Supplement are a1 so included i n  the c i  t a t i o n s x e r e v e r  necessary. 

Special cases and cross reference messages are described on the fo l lowing page. 

An exanple of the format used i s  as follows: 

AID Financed Export Opportunl ti es lB:2362a(3); 15:10Cla(l) 

where the term "AID Financed Export Opportunl t i es "  i s  1 ocated i n  Handbook No. 
18, Chapter 23, Section A2a(3); and Handbook 15, Chapter 10, Section Cla(1). 



SPECIAL CASES 

Although the majority of the location citations follow the pattern described 
pwviously, there are these exceptions: 

o I n  some of the Handbooks, a majority of the text i s  wprinted from 
the Foreign Affairs Manual (FAM). All FAM citations are marked by a 
' # '  sign before the section number. 

o A major portion of Handbook 14 i s  conposed of the Federal Acqui si' 
tion Regulation (FAR) .  All citations t o  this publication are cited 
as 14  :FAR( secti on number). 

o Three Handbook supplements that a w  basically separate volumes are 
cited as, 1B: (Procurement Policy), 3A: and 38: (Project Managers 
Guidebook 1. 

o I n  Handbooks which contain both Parts as well as Chapters, the Roman 
numeral Part number i s  separated from the Arabic Chapter number by a 
dash ( -1.  For example: 21 :I-2A8, a citation to Chapter 2 of Part I 
of Handbook 21. 

CROSS REFERENCES 

These references provide direction for  sel ecti on of index terms:- 

A 'see' - reference points from an unused term to the one that i s  used. 

' x '  i s  the reverse of see (do not bother t o  look) and provides a guide 
to terms t h a t  are not E d  in the index. 

'see also'  points to  terms that  are closely related. 
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Abbreviated PID = Add-on p ro jec t s  

Act ion  Memorandum ( p r o j e c t  au thor iza t ion)  

Add-on p r o j e c t s  
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Admin i s t ra t i ve  ana l ys i s  see 
Host country c a p a b i l i t i e s  

Advance o f  funds 
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Federal Reserve L e t t e r  o f  C red i t  

EFFECTIVE DATE 

August 30, 1986 

t reasury  check advances 

Adver t is ing  ( con t rac t s  1B:12C3b; 3B: IYE; 3B:VFla; 3B:VIA3; 
3B:VIB2; 11:1.2.5; 11:2.2.4; 
11:3.2.3; 1 l:Att.3C; 14:FAR36.3; 
14:FAR5; 14:FAR14; 15:3C4c 
3B:VFla; 11 :2.2.4; 14:FAR36.3 cons t ruc t i on  cont rac ts  

see a l so  CBD no t i ces  

Agreements 
b i l a t e r a l  p r o j e c t  agreements 
combined l o a n  and grant  agreements 
1 oan agreements 
p r o j e c t  agreements 

AID contacts ( f o r  PVOs) 

AID p r o j e c t  c y c l e  (diagram) 

AID p r o j e c t  implementation 

AID Regulat ion No.2 

AID Regulat ion No.3 

AID/W management responsi b i  1 i t i e s  
procurement responsibi  1 i t i e s  
p r o j e c t  implementat ion 

Amendment procedures 
con t rac t  agreements 
grant  agreements 
p r o j e c t  agreements 
p r o j e c t  ass is tance completion date 
p r o j e c t  a u t h o r i z a t i o n  

see a1 so P ro jec t  mod i f i ca t i ons  

American Schools and Hosp i ta ls  Abroad - see 
ASHA Grants 

Appeal s 
d isputes 

Approval 3B: I I ID;  3B:IVM; 3B:VG; 3B:VIAll; 
11 :1.3.5; 11:2.3.8.6; 15:3P4c; 
15:3C3b(6) 
3B: I I I D ;  3B:IVM; 3R:VIIAl l ;  3B:VG; 
11 :1 .3.2; 11 :2.3.8.6; 15:3R4c; 
15:3C3b(6) 

con t rac t  agreements 

non-competi ti ve procurement 
Request For Technical Proposal 



ASHA grants 1 B:16A; 3:App.4F 
x American Schools and Hospitals Abroad 

PAOE NO. 

Audits 
project assistance 

see a1 so Contract audit 

B/Gs; a l l  information related to Borrower/Grantees i s  l is ted under the en t r ies  for  
Country contracting or Host countries. 
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Bid bonds 

TRUQI. YEYO NO. 

Bilateral assistance instruments 
project assistance 

co-financi ng 3:App.3BC2 
combined 1 oan and grant agreements 3:App.6A-3 
grants (sample format) 3:App. 6A-2 
joint financing 3:App.3BC2(1 ) 
loans (sample format) 3:App.6A-1 
re1 ending 3:App.3BC3 

x Funding 

Bilateral project agreements 2 . X ;  3:6F 

Bonding 

bid bonds 
performance bonds 

Borrower/Grantee contracts see 
Country contracting 

Brand named supplies see 
Proprietary procurement 

Calls forward see Comnodity orders - 
Cancellation of projects or contracts see - 
Terminations' 

Case-Zablocki Act 3:6G3; 3:App.6G 

Cash management procedures 

CBD notices 

see a1 so Advertising 

Centrally funded projects 

Certificate of Ability to Maintain Project 3:App.3L 

C 1 oseou t procedures 

contract agreements 
grant agreements 
project agreements 

see a1 so Deobl igati  on 



Co-f i n a n c i n g  1:IV-F; 3:App.3B2 
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Combined l o a n  and g r a n t  ag reemen t s  3:App.6A3; 3:App. 6D 
s t a n d a r d  p r o v i s i o n s  3:App.6C 

Comnodi t y  o r d e r s  
x C a l l s  f o r w a r d  

TRANS. MEMO 110. 
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3B:VI IF; 9:7B 
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Compe t i t i ve  b i d s  

c o n s t r u c t i o n  c o n t r a c t s  
w a i v e r s  

Compe t i t i ve  n e g o t i a t i o n  

Condi ti ons  p r e c e d e n t  3:6F1; 3:App.llB; 4:5C2h; 19:6C2f 

Congress iona l  n o t i f i c a t i o n  
sample f o r m a t  

Consor t ium g r a n t s  3 : 4 B 5 e ( B ) ( b )  

C o n s t r u c t i o n  c o n t r a c t s  

a d v e r t i s i n g  

bi  d bonds 
c o m p e t i t i v e  b i d s  
p r e b i d  c o n f e r e n c e  
prequal  i f i c a t i  on 
p r o c e s s i n g  p r o c e d u r e s  

For  e q u i v a l e n t  e n t r i e s  r e 1  a t e d  t o  o t h e r  
t y p e s  o f  c o n t r a c t s ;  see C o n t r a c t  p r e p a r a t i o n .  

Consul t a t i o n  
c o u n t r y  c o n t r a c t i n g  
p r o j e c t  m o n i t o r i n g  

C o n s u l t i n g  e n g i n e e r  
x S u p e r v i s o r y  a r c h i  t e c  t / e n g i n e e r  

Con t inu ing  o p e r a t i o n  o f  comple ted  p r o j e c t  1 : I I I -A2 ;  3:14C 
C e r t i f i c a t e  o f  a b i l i t y  t o  m a i n t a i n  p r o j e c t  3:App.3L 

x Recur ren t  c o s t s  

C o n t r a c t  a d m i n i s t r a t i o n  

c o n t r a c t  a u d i t  
c o n t r a c t  mop; t o r i n g  

C o n t r a c t  a g r e e m e n t s  
amendment p r o c e d u r e s  
approval  

3A:IIC; 14:FAR43; 14:FAR50.3 
3B:II ID;  3B:IVM; 3B:VG; 3B:VIAll; 
11:1 .3 .5 ;  11:2 .3 .8 .6 ;  15:3R4c: 
15 :3C3b /6 )  
3A:IIC2W; 3B:VIIX; 15:14C2e 
3B: IVM 
3A: I IC2N; 3B:VIIU; 14:FAR49.4; 
19:App.lCSf 
3B:App.O; 14:752.2;  14:FAR52.2 
3A: I IC2T 

c l o s e o u t  p r o c e d u r e s  
d i s t r i b u t i o n  o f  s i g n e d  ag reemen t s  
penal t i e s  f o r  non-compl i a n c e  

s t a n d a r d  p r o v i s i o n s  
w a i v e r s  



Cont rac t  a u d i t  
d i r e c t  c o n t r a c t s  

Cont rac t  award 
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Cont rac t  c lauses 
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see a l s o  Standard p rov is ions .  
x  Mandatory c o n t r a c t  c lauses 

Cont rac t  cond i t i ons  
cond i t i ons  precedent 

Cont rac t  d i spu tes  - see Disputes 

Cont rac t  documentation 

Cont rac t  m o d i f i c a t i o n  see 
Amendment p r o c e d u r e s / C ~ r a c t  agreements 

Cont rac t  mon i t o r i ng  
progress r e p o r t s  
s i t e  v i s i t s  

Cont rac t  mon i t o r i ng  check1 i s t  

Cont rac t  n e g o t i a t i o n  

EFFECTM DATE 
August 30, 1986 

Cont rac t  O f f i c e r  
Cont rac t  p repa ra t i on  

a d v e r t i s i n g  

c o s t  es t imates  

I n v i t a t i o n  f o r  B ids  

p reb id  conference 
prequal i f i c a t i o n  
proposal eva lua t i on  

Request f o r  Quota t ions  
Request f o r  Technical  Proposal 

see a1 so Cons t ruc t ion  con t rac t s  

Cont rac t  types 

c o s t  p l us  f i x e d  fee  con t rac t s  
f o l l  ow-on con t rac t s  
p r o h i b i t e d  c o n t r a c t s  

s e l e c t i o n  c r i t e r i a  

t ime r a t e  con t rac t s  
tu rnkey  con t rac t s  

x  Types of c o n t r a c t s  

Cont rac t ing  e n t i  t i e s  
h o s t  coun t ry  agencies 

x  Procurement e n t i  t i e s  



C o n t r a c t i  cg methods 
compe t i t i ve  n e g o t i a t i o n  
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nego t i a t ed  c o n t r a c t s  

s i n g l e  source con t rac t s  

x  Procurement methods 

Con t rac t i ng  modes 
count ry  c o n t r a c t i n g  
d i r e c t  c o n t r a c t s  

1 RANS. MEMO NO. 
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Cont rac to r  Performance Eva lua t ion  Report 3A: I IC2U 

Con t rac to r  personnel 1B:5D7; 3B:IVJJ; 11:1.4.3 

EFFECTIVE OATE 

August 30,  1986 

Cont rac to rs  
l o g i s t i c a l  suppor t  
personnel po l  i c y  
s e l e c t i o n  c r i t e r i a  

P A C E  NO. 
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Cont rac ts  f o r  se r v i ces  see 
Pro fess iona l  and t e c h n i s  serv ices  procurement 

Cont ro l  1  er(AID/W) 3:dB5e; 19:1C3 

Cooperat ing c o u n t r i e s  see Host  coun t r i es  

Cooperat ive agreements 1B:16B; 3A:IIIB4; 13:6 

Coord ina t ion  333D4; 4:2C; 8:3I; 8:App.U9; Y:2A 

Cost  est imates 
c o n t r a c t  p r e p a r a t i o n  

p r o j e c t  f a c t o r s  

Cost  matching g ran t s  
x Matching g ran t s  

Cost  p l u s  f i x e d  fee  c o n t r a c t s  3B:VD; 11 :2.3.3; 14:FARlb.3 

Cos t i ng  p r i n c i p l e s  
overhead c o s t s  

Country  c o n t r a c t i n g  3:8C3c(4); 3B:ALL; 11 :ALL 
consul t a t i o n  3 ~ :  I I G  
de lega t ions  o f  a u t h o r i t y  3B: I I ID  
documentat ion 1B:ZGA; 16:24B; 3:aC3(4) ( f )  
h o s t  coun t ry  c a p a b i l i t i e s  3B:IIB; 38:App.A 
h o s t  coun t r y  r e s p o n s i b i l i t i e s  3:6F1 
c o n s t r u c t i o n  con t rac t s  3B:V; 11:2 
equ i pmcnt/ma t e r i a l  procurement 3B:VI; 11:3 
p r o f .  8 tech.  se r v i ces  procurement 3B:IV; 11 : l  

see a1 so Procurement 
x Borrower/Grantee c o n t r a c t s  
x Procurement by BIGS 

CPM - see c r i t i c a l  pa th  method 

C r i t i c a l  Path Method 
x CPM 



Deauthor iza t ion  

Delayed disbursement 
coun t ry  con t r ac t i ng  

P A M  rro. 
Index-6 

Deobl i g a t i  on 
see a1 so Closeout procedures 

' 3 TRANS. YLYO No. 

3 : 56 
EFFECTlVL DATE 

August 30, 1986 

Development In fo rmat ion  U t i l i z a t i o n  - see DIU 

AID HANDBOOK 3 

Dev ia t ions  
g r a n t  agreements 

see a l so  Waivers 

D i r e c t  con t rac ts  

con t r ac t  a u d i t  
p r o j e c t  documentation 

D i  rec t reimbursement 

Disbursement procedures 
purchase o rders  

Disputes 

x Cont rac t  d ispu tes  

D i s t r i b u t i o n  o f  signed agreements 
con t rac t  agreements 
p r o j e c t  agreements 

3B: IVM 
3 :6H 

D I U 
x Development in fo rmat ion  u t i l i z a t i o n  
x Of f i ce  of Development I n f o rma t i on  and 
U t i l i z a t i o n  

Dual-funded l o a n  and g ran t  p r o j e c t s  

Economic ana l ys i s  

Economic cons idera t ions  
medical se rv ices  overseas 

Energy usage ana l ys i s  



Equi pment/materf a1 procurement 
x Material/equf pment procurement 

Evaluat ion o f f i c e r  ( p r o j e c t s )  

PACE NO. 

Index-7 AID HANDBOOK 3 

Evaluat ion planning ( p r o j e c t s )  

Evaluat ion repo r t s  ( p r o j e c t s )  

TRANS. YEYO NO. 

3:56 

Exceptions 
p ro jec t  au tho r i za t i on  

EFFECTIVE DATE 

August 30, 1986 

e Exceptions t o  standard p ro jec t s  
f e a s i b i l  1 t y  s tud ies  
Housing Guaranty programs 
l oca l  currency programs 
PVO grants 
small p ro jec t s  

Feasi bf  1 f t y  studf  es 

Federal Reserve L e t t e r  o f  C red i t  

Ff nancial anal y s f  s ( p r o j e c t s  
f inancfal  v i a b i l i t y  

Ff nancial management 
p ro jec t  f i n a n c i a l  management 

Financia l  v i a b i l  f t y  
see a lso  Program income 

Fixed amount reimbursement 

Fixed p r i c e  con t rac t s  
x Lump sum con t rac t s  

F o l l  ow-on cont rac ts  30: I V C ;  11 :1 .?.4.1.2 

Food f o r  Peace Program see 
T i t l e  I 1  (PL 480) programs 

Funding see B i l a t e r a l  assistance fundf ng; 
Program imp1 ementati  on instruments 

Grant agreements 
amendment procedures 
closeout procedures 

deviat ions 
processing procedures 
sample format 
short  form 
standard p rov i  sions 

Grant management 
documentation 
p ro jec t  moni to r ing  



Grant  o f f i c e r  3A : I I ID l ;  3:AApp.B; 13:1B5; 13:1B41; 
13:5F3 

Gran t  types 3:4; 13:App.lG; 13:4B 
ASHA gran ts  1B:16A; 3:App.4F 
consor t ium gran ts  3:4B5e(8)(b) 
management support se rv ices  g ran ts  3:4B5e(8)(a) 
s p e c i f i c  support g ran ts  3A: I I I B 2 ;  13:4B 

x Types o f  g ran ts  

Grantees 13:4A3 
i n s t i t u t i o n s  o f  h igher  educat ion 3:App.4F; 13:App.lG4 
i n t e r n a t i o n a l  o rgan iza t ions  1B:16C; 3A:II IB3; 13:5 

Grants 13:ALL 
g r a n t  agreements 3:App.6A; 13:lAZ; 13:App.4A 
g r a n t  management 3 A : I I I ;  13:1B5 

-H- 

Host  coun t r i es :  T h i s  t e n  i s  used f o r  l o c a t i n g  a l l  re ferences t o  B/Gs, Cooperat ing 
Count r ies ,  Recip ients,  e tc .  

Host  coun t r y  agencies 3:8C3c; 15:3C3; 11:1.1.5.3 
see a1 so Imp1 ementi ng agency 

Hos t  coun t ry  c a p a b i l i t i e s  
c o n t i n u i n g  opera t ion  o f  completed p r o j e c t  1 : 111-A2; 3:14C 
coun t r y  c o n t r a c t i n g  3B:IIB; 3B:App.A 
p r o j e c t  design ana l ys i s  3 : 3C6 
p r o j e c t  implementat ion 3:App.3G 

x Adm in i s t r a t i ve  ana l ys i s  

Hos t  coun t r y  r e s p o n s i b i l i t i e s  
consul  t a t i o n  3B:IIG; 9:4E3 
c o n t i n u i n g  opera t ion  o f  completed p r o j e c t  1: I I I -AP;  3:App.3L 
count ry  con t r ac t i ng  3:6F1 
procurement responsi  b i l  i t i e s  3:App.9C4a; 4:5C9; 15:2D4 
p r o j e c t  eva lua t i on  3:12D 
p r o j e c t  implementat ion 3:8C2; 4:5C10 

see a1 so Rec ip ien t  c o n t r i b u t i o n  

Hos t  coun t ry  taxes 1B:18Alc; 3:6F1; 11 :1.4.3.20 

Housing Guaranty programs 3:4B3; 7:ALL; 19:Att.6A 
p r o j e c t  eva lua t i on  3:App.lZC 

-I- 

Implementat ion and Progress Mon i t o r i ng  3:App.l l A  
Check1 i s t  

Implementat ion p lann ing  33385; 3:App.3K; 3:7C2; 3:9; 
3:App.gB; 3B:II ;  7:5B; 9:6E; 

19:8E8; 19:Att.8G 
eva l  u a t i o n  p lanning 3:App. 3K 
p r e - p r o j e c t  imp1 ementat ion p lann ing  3:9R 

PAOE NO. EFFECTM DAT€ 
Index-8 August 30, 1986 

TRANS. YEYO NO. 
3:56 AID HANDBOOK 3 ' 3 



Implementat ion schedule 3: 9C 

AID HANDBOOK 3 

Implementing agency 
see a l s o  Host  c o u n t r y  agencies 

I n d i r e c t  c o s t s  
overhead c o s t s  

TRANS. MEMO NO. 

3:56 

I n f o r m a t i o n  R e t r i e v a l  Request 3:App.ZB 

I n s t i t u t i o n s  of h i g h e r  e d u c a t i o n  
grantees 3:App.4F; 13:App.lG4 

x U n i v e r s i t i e s  

E F F E C T I V E  O A T E  

August 30, 1986 

In te rmed ia te  c r e d i t  i n s t i t u t i o n s  1B:lOD; 3:4B9; 3:App.4A; 11 :l . l c ;  
15:App.G7 

PAGE NO. 
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I n t e r n a t i o n a l  organ1 z a t i o n  g r a n t s  3A:II IB3; 13:5 

I n t e r n a t i o n a l  o r g a n i z a t i o n s  
grantees 1B:16C; 3A:II IE3; 13:5 

x Pub1 i c  I n t e r n a t l o n a l  O r g a n l z a t l o n s  

I n v i t a t i o n  f o r  B lds  

J o i n t  f i n a n c i n g  

J o i n t  implementat lon 3:8 

Legal a d v i s o r  3:8B5f 

Legal a u t h o r i t y  
PVO g ran ts  

Length o f  p r o j e c t  3:App.lB; 3:3B5b; 33786 

L e t t e r  o f  comnitment t o  s u p p l i e r / c o n t r a c t o r  lB:15Blb(2) ;  3:App.3Ilc; 4:5C4c; 
4:App.5C2; 11:1.3.6.3; 15:9B2 

L e t t e r  o f  comni tment t o  U.S. bank 1B:15Blb(3); 3:App.3I ld; 4:5C4a; 

Federal Reserve L e t t e r  o f  C r e d i t  1 ~ : 1 5 ~ l d ( 2 ) ;  3:App.3I le; 13:105; 
13:App.5B; 15:987; 19:3K6; 19:Ex.3-5 

Loan agreements 
1 oan terms 
sample format  
standard p r o v i s i o n s  

Loan terms 

Loans 
1 oan agreements 



Local  cu r rency  programs 1:IV-B1; 3:4B8; 9:11; 19:s 

? A M  MO. 

Index-10 

L o g i c a l  Framework Ma t r i x  3:lBS 

Logistical support  f o r  c o n t r a c t o r s  3B:IVJ4; 3B:VIIH; 11 :1.4.3.21 

' 3  t m C T M  DATE 

Auqust 30, 1986 

Lump-sum con t rac t s  see 
F l xed  p r i c e  c o n t r a c F  

Management Support Serv ices Grants 

lMMa.YPW)IK). 

3:56 

Mandatory c o n t r a c t  clauses see 
Con t rac t  c lauses 

I L * ~ " ~  

AID HANWOOK 3 

Matching g ran t s  - see Cost matching g ran t s  

M a t e r i a l  /equi pment procurement see 
Equi  p m e n t h a t e r i  a1 procurement - 

Medlcal  se rv ices  overseas 3B: IApp.C3; 29:App.lF 

Methods of payment see 
Payment ( f  inancing)- iEthods 

MI s s l  on program management responsl  b i  1  I t i e s  
procurement r espons ib i l  i t i e s  1B:3A2; 3:App.9C4a(3) 
p r o j e c t  eva lua t i on  3:12E2 
p r o j e c t  imp1 ementat ion 3:8B5 

Negot ia ted  con t rac t s  1B:12B2g; 3B:VIB; 7:5C1; 11:2.3.2; 
11 :3.2.2.3; 14:FAR15; 15:3B3b 

x  Non-competi t ive n e g o t i a t i o n  
see a l s o  S ing le  source c o n t r a c t s  

Non-compet i t ive n e g o t i a t i o n  see 
Negot ia ted  con t rac t s  

Non-competi t i v e  procurement 
approval  

see a l s o  S ing le  source c o n t r a c t s  

Non-U. S. PVOs 

-0- 

Ob jec t i ves  see Pro jec t  o b j e c t i v e s  

OMB C i r c u l a r  A-110 3:App.4F 

Operat ional  Program Grants 
proposal s  
r e p o r t i n g  requirements 

Overhead cos t s  and ra tes  



P a r t i c i p a n t  t r a i n i n g  programs 

AID HANDBOOK 3 

Payment docurnentati on 

payment vouchers 

-P- 

TRANS, YCYO NO. 

3:56 

Payment ( f i n a n c i n g )  methods 

d i r e c t  reimbursement 

E F F E C T I V E  D A T E  

August 30, 1986 

l e t t e r  o f  c o n i t m e n t  t o  s u p p l i e r /  
c o n t r a c t o r  
l e t t e r  o f  c o n i t m e n t  t o  U.S. bank 

PACE NO. 

Index-11 

x Methods o f  payment 
see a1 so Di sbursement p rocedures  

Payment processes 
Federal Reserve L e t t e r  o f  C r e d i t  

t reasury  check advances 
delayed disbursement 
f i x e d  amount reimbursement 
percentage o f  a c t u a l  c o s t  reimbursement 

see a1 so D i  sbursement procedures 

Payment vouchers 

Penal t i e s  f o r  non-compl i ance 
c o n t r a c t  agreements 

p r o j e c t  agreements 
x Sanct ions; V i o l a t i o n s  

Percentage o f  a c t u a l  c o s t  reimbursement 

Performance bonds 

Phased p r o j e c t s  

PID 
processi ng procedures 

x P r o j e c t  I d e n t i  f i c a t i o n  Document 

PID review 

PIL - see P r o j e c t  Imp lementa t ion  L e t t e r  

PIO/C 
x P r o j e c t  Implementat ion Order/Comnodit.y 

PIO/T 
x P r o j e c t  Implementat ion Order /Technica l  
Serv ices 

3:8C3(5) ( e ) ;  3:AApp.C 

PL 480 programs 
T i t l e  I 1  (PL 480) programs 



Pol i c y  statements 
p r o j e c t  ass is tance  
p r o j e c t  e v a l u a t i o n  
p r o j e c t  implementat ion 
p r o j e c t  m o d i f i c a t i o n  

E m C T W E  DATE 

Post  p r o j e c t  c o n s i d e r a t i o n s  

P r e b i d  conference 

Pre-imp1 ementat ion 3:lO; 3B:IIH 

T W .  MEYO NO. 
3:56 

P r e - p r o j e c t  implementat ion p l a n n i n g  3:3B5d; 3:9B 

Prequal  i f i c a t i o n  3B: IVF; 3B:VIA4; 11:1,3.3; 11 :3.3.5.2 
c o n s t r u c t i o n  c o n t r a c t s  3B:VFl; 11:2.3.5 

AID HANDBOOK 3 

P r i v a t e  Vo lun ta ry  Organizat ions - see PVOs 

Process ing procedures 
c o n s t r u c t i o n  c o n t r a c t s  
coopera t i ve  agreements 
g r a n t  agreements 
PID 
p r o j e c t  agreements 
p r o j e c t  a u t h o r i z a t i o n  

Procurement 
procurement p lann ing  

p r o p r i e t a r y  procurement 
s ing1 e source c o n t r a c t s  
smal l  va lue  procurement 

see a l s o  D i r e c t  c o n t r a c t s  and Country  
c o n t r a c t i n g  

3B:VF; 11:2.3 
3A: I I I C ;  13:6G 
3A: I I IC ;  13:4@; 13:5F 

3:2E 
3: 6F 
3: 5D 

Procurement by B/Gs - see Country c o n t r a c t i n g  

Procurement e n t i  t i e s  - see C o n t r a c t i n g  e n t i  t i e s  

Procurement methods - see C o n t r a c t i n g  methods 

Procurement p lann ing  3:App.3H; 3:App.gC; 3A:IIA4; 
3B: I I E ;  4:5C2b(3); 11 :3.3.1; 
14:FARJ.l; 19:Att.8GV 

Procurement p o l i c y  1B:ALL; 15:ALL; 13:App.4D17 
p r o j e c t  ass is tance  3B: I I C ;  15:3C 

see a l s o  Procurement s tandards 

Procurement r e s p o n s i b i l  i t i e s  1B:3; 3:App.9C4a; 3:10E4c; 15:2; 
14:701.6; 15:2C5 

AID/W management r e s p o n s i b i l  i t i e s  3:10E4c; 14:701.6; 15:2C5 
h o s t  c o u n t r y  responsi  b i l  i t i e s  3:Appa9C4a; 4:5C9; 15:2D4 
m i s s i o n  prgm. management r e s p o n s i b i l  i t i e s  1B:3A2; 3:9C4a(3) 

Procurement standards 
p r o p r i e t a r y  procurement 

wa ive rs  
see a1 so Procurement po l  i c y  

Pro fess iona l  and t e c h n i c a l  s e r v i c e s  3B:IV; 11: l  
procurement 
x C o n t r a c t s  f o r  se rv ices  



Program factors  

3 AID HANDBOOK 

Program financial  management 
cash management procedures 

Program imp1 ementati on instruments 
cooperative agreements 
d i r ec t  contrac ts  

implementation see terms and c i t a t i o n s  
re la ted  t o  Bi la tera l  a s s i s t ance  instruments 
and Country contrac t ing.  
x Funding 

TRAMS. YEYO 110. 

3:56 

Progress repor ts  

Prohibited contrac ts  

E F F E C T I V E  DATE 

August 30,  1986 

Project  agreements (PROAGS) 
amendment procedures 

sample format 
closeout procedures 
d i ~ t r i b u t i o n  of signed agreements 
penal t i e s  f o r  non-compl iance 
processing procedures 
project  condit ions 

condit ions precedent 
signatures 
standard provisions 

PAGE NO. 
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Project  ass is tance  
audi ts  
pol icy statements 
procureinent pol icy  
project  devel opment 
project  management 
selection c r i t e r i a  
suspensions 
terminations 

Project  Assistance Cmpl e t i o n  Date 
amendment procedures 

see a lso  Length of p ro jec t  

Project  Assistance Completion Report 
guidelines 

Projec t  authorization 
action memorandum 
amendment procedures 
processing procedures 

exceptions 
waivers 

Project  Commi t t e e  

Project  completion 
post project  considera t ions  

see a l s o  Closeout procedures 



P r o j e c t  c o n d i t i o n s  
c o n d i t i o n s  precedent 

P r o j e c t  Data Sheet 3:App.3A 

AID HANDBOOK 3 CAM w. 

P r o j e c t  design a n a l y s i s  
a d m i n i s t r a t i v e  a n a l y s i s  
economic a n a l y s i s  
enerQy usage a n a l y s i s  
env i ronmenta l  impact 
f i n a n c i a l  a n a l y s i s  

f i n a n c i a l  v i a b i l i t y  
s o c i a l  soundness a n a l y s i s  

L ~ C T M  DATE 

P r o j e c t  design development 
c o o r d i n a t i o n  
e v a l u a t i o n  p lanning 
imp1 ementat ion p lann ing  
procurement p lanning 
p r o j e c t  f a c t o r s  

c o s t  est imates 
economic cons idera t ions  
l e n g t h  of p r o j e c t  
p r o j e c t  c o n d i t i o n s  
r e c i p i e n t  c o n t r i b u t i o n  
s o c i a l  development c o n s i d e r a t i o n s  

Index-14 

P r o j e c t  des ign t o o l s  
p r o j e c t  data sheet 3:App.3A 
p r o j e c t  development schedule 3:3D6 
p r o j e c t  f i n a n c i a l  p l a n  3:App.3R 
P r o j e c t  Performance Track ing  Network C h a r t  3:App.3N 

August 30, 1986 

P r o j e c t  development 
p r o j e c t  des ign a n a l y s i s  
p r o j e c t  design development 
p r o j e c t  i d e n t i f i c a t i o n  
p r o j e c t  paper rev iew 
p r o j e c t  p resen ta t ion  
p r o j e c t  rev iew (PVOs) 

P r o j e c t  development schedule 3  : 3D6 

P r o j e c t  documentation 
c o n t r a c t  documentation 
c o u n t r y  c o n t r a c t i n g  
d i r e c t  c o n t r a c t s  
g r a n t  management 

payment vouchers 

P r o j e c t  elements 33383 

P r o j e c t  e v a l u a t i o n  3:App.3K; 3:12 
e v a l u a t i o n  p lann ing  3:App.3K 
e v a l u a t i o n  r e p o r t s  3:12G 
h o s t  coun t ry  r e s p o n s i b i l  i t i e s  3:12D 
housing guaranty programs 3:App.l2C 
m i s s i o n  prgm. management r e s p o n s i b i l i t i e s  3:12E2 
phased p r o j e c t s  3:12C 
po l  i c y  statements 3:120 
p o s t  p r o j e c t  cons idera t ions  3: 14E 
T i t l e  I 1  (PL480) programs 3:A~p.12C; 9:13C 

P r o j e c t  Eva lua t ion  Surrmary (PES) 3:App.l2A; 3B:VIIY 



Pro jec t  fac tors  
cost  estimates 
economic considerat ions 
length o f  p r o j e c t  
p ro jec t  cond i t ions  
rec ip ien t  c o n t r i b u t i o n  
socia l  development cons idera t ions  

AID HANDBOOK 3 

Pro jec t  f i nanc ia l  Plan 

Pro jec t  i d e n t i f i c a t i o n  
Information Re t r i eva l  Request 
PID 
PID review 
program fac to rs  
p ro jec t  elements 
pro jec t  ob jec t i ves  

TRANS. Y E W  NO. 

3:56 

Pro jec t  I d e n t i f i c a t i o n  Document - see PID 

Pro jec t  implementation 
AID p ro jec t  implementation 
AID/W management respons ib i l  i t i e s  
host country c a p a b i l i t i e s  
host country responsi  b i  1  i ti es 
implementation planning 

EFFECTIVE DATE 

August 30, 1986 

implementation schedule 
j o i n t  im~ lemen ta t i on  

PAGE NO. 
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mission prgm.management r e s p o n s i b i l i t i e s  
P I  O/C 
PIO/T 
pol i c y  statements 
pre-imp1 ementation 
preproject  implementation planning 

Pro jec t  Imp1 ementation L e t t e r  (PIL 1 
guide1 fnes 

x  PIL 

Pro jec t  Implementation Order/Comnodity 
see PIO/C - 
Projec t  Implementatfon Order/Technical 
Services see PIO/T - 
Projec t  Implementation Status Report 

sample format 
pro jec t  inputs  

Pro jec t  management 
closeout procedures 
pro jec t  au tho r i za t i on  
p ro jec t  completion 
pro jec t  eva luat ion  
p ro jec t  f i n a n c i a l  management 
pro jec t  imp1 ementati  on 
p ro jec t  mod i f i ca t i on  
pro jec t  moni to r ing  
p ro jec t  schedule con t ro l  

Pro jec t  modi f i ca t ions  
pol i c y  statements 

see a1 so Amendment procedures 



Pro jec t  moni to r ing  3:3Bf; 3:App.3N; 3:11 
consul t a t i o n  3: l lE2c 
grant  management 3A:IIID2; 13:lN 
progress repo r t s  3:l lE2a; 3:App.llA 
Pro jec t  Implementation Status Report 3 : l l F  
s i t e  v i s i t s  3:1 lE2b; 3:App.l l C ;  3A:IIC2K 

see a1 so Report ing requirements 

P ro jec t  nego t i a t i on  3:6F1 
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Pro jec t  ob jec t ives  
x Objectives 

EFFECTM DATE 
August 30, 1986 

Pro jec t  O f f i c e r  

Pro jec t  O f f i c e r s '  Guidebooks 3A:ALL; 3B:ALL 

P ro jec t  Paper (PP) 3:3E; 7:4A8; 9:6C 

Pro jec t  Paper review 3:3E; 7:4A8(c) 

P ro jec t  Performance Tracking Networking Chart 3:App.3N 

Pro jec t  p resenta t ion  3: 3E 

Pro jec t  review (PVOs) 3:App.4BC 

Pro jec t  schedule con t ro l  3:9C2 

Proposal eva luat ion  

Proposals 
operat ional  program grants  
u n s o l i c i t e d  proposal s  

Propr ie tary  procurement 

x  Brand named supp l ies  

Publ i c  I n te rna t i ona l  Organizations see - 
Inte rna t i ona l  Organizat ions 

Publ i c i  t y  
Purchase order 

PVO grants 
p ro jec t  review 

PVO l i s t  

PVO r e g i s t r a t i o n  requirements 

PVOs 
A I D  contacts 
non-U. S ,  PVOs 
PVO l i s t  
P V O  r e g i s t r a t i o n  requirements 

x P r i va te  Voluntary Organi zat ions 



Recipient contribution 
s e e  a1 so  Host country responsi bi 1 i t i e s  

AID HANDBOOK 3 

Recurrent cos t s  see 
Continuation of G p l e t e d  project  

Regional Bureaus 

TRAYS. MEMO NO. 

3:56 

Relending 

Reporting requi rernents 
Operational Program Grants 

see a1 so Documentation 

EFFECTIVE DATE 

August 30.1986 

Request f o r  Quotations 

PAGE NO. 

Index-17 

Request f o r  Technical Proposal (RFTP ) 
approval 

-S- 

Sanctions F see  Penal t i e s  f o r  non-compl iance 

Selection c r i t e r i a  
contract  types 

contractors  
project  ass is tance 

Short form (grant  agreements) 

Signatures 
project  agreements 

Single source contracts  

see  a1 so Non-competi t ive  procurement 

S i t e  inspection Report 

S i t e  v i s i t s  

Small business ass is tance 

Small projects  

Small value procurement 

Social development considerations 

Soci.al soundness analysi s 

SOW 
x Statement of work 

SOW preparation 



S p e c i f i c  support  g ran t s  
opera t iona l  program gran ts  

PAW NO. 
Index-18 

Standard p r o v i s i o n s  
combined l o a n  and g ran t  agreements 3: App. 6C 
c o n t r a c t  agreements 3B:App.D; 14:752.2; 14:FAR52.2 
g ran t  agreements 3:App.6A2; 13:5G; 13:1U4 
l oan  agreements 3:App.6A1 
p r o j e c t  agreements 3:A~p.6C 

Statement o f  Work see SOW - 

CmCIM D A R  
August 30, 1986 

S ta tu to r y  check1 i s t  

M. I# NO. 
3:56 AID HANDBOOK 3 

Superv l  sory a r ch t  t e c t l e n g i n e e r  - see 
Consul t i n g  engineer  

Suspensions 
p r o j e c t  ass i s t ance  

Terminat ions 
p r o j e c t  ass is tance  1B:24D; 3:App.llF; 15:14; ?3:12E; 

233121. 
x Cance l l a t i on  o f  p r o j e c t s  o r  con t r ac t s  

Time r a t e  c o n t r a c t s  3B:IVG3; 11:1.3.1.3; 14:FPR16.6 

T i t l e  I 1  (PL 480) programs 
p r o j e c t  e-valuat ion 

x Donat ion program 
x Food f o r  Peace program 

Transpor ta t lon  o f  commodities 
char te red  t r a n s p o r t a t i o n  
U.S. f l a g  t r a n s p o r t a t i o n  

Treasury check advances 

Turnkey con t rac t s  

Two stage b i d d i n g  

Types o f  c o n t r a c t s  see Cont rac t  types - 
Types o f  g ran t s  see Grant types - 

U n i v e r s i t i e s  s 
I n s t i t u t i o n s  o f  h i ghe r  educat ion 

U n s o l i c i t e d  proposals  

U.S. Congress 
Congressional n o t i f l c a t i o n  



-V - 
V i o l a t f o n s  see Penal t i e s  f o r  non-compl f  ance - 

AID HANDBOOK 3 

Waf vers 
cornpetf t i v e  b i d s  

cont rac t  agreements 
grants 
procurement standards 
p r o j e c t  a u t h o r i z a t i o n  

see a lso  Deviat ions;  Except ions 
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