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(Japanese Note)

Manila, September 7, 1998
Excellency,

I have the honour to confirm the following
understanding recently reached between the representatives
of the Government of Japan and of the Government of the
Republic of the Philippines concerning Japanese loans to be
extended with a view to promoting the economic
stabilization and development efforts of the Republic of
the Philippines.

I

1. (1) A loan in Japanese yen up to the amount of
ninety-four billion six hundred and forty-nine million yen
(¥94,649,000,000) (hereinafter referred to as "the Loan I")
will be extended, in accordance with the relevant laws and
regulations of Japan, to the Government of the Republic of
the Philippines and the Government Owned and Controlled
Corporations of the Republic of the Philippines
(hereinafter jointly referred to as '"the Borrowers I") by
the Overseas Economic Cooperation Fund (hereinafter
referred to as "the Fund") to implement the projects
enumerated in the List A attached hereto (hereinafter
referred to as "the List A") according to the allocation
for each project as specified in the List A.

(2) A part of the Loan I for which eligible source
countries are all countries and areas will be extended in
line with sub-paragraph (2) of paragraph 2 of the "Funds
for Development”™ Initiative announced by the Government of
Japan on June 25, 1993.

2. (1) The Loan I will be made available by loan
agreements to be concluded between the Borrowers I and the
Fund. The terms and conditions of the Loan I as well as
the procedures for its utilization will be governed by the
said loan agreements which will contain, inter alia, the
following principles:

(a) (i) the repayment period will be twenty (20)
years after the grace period of ten (10)

years;

I I



NN A © T

8 D B L PN Ae®

(@

UARERM ER<Or’ 0 oD =URDHHKTEES 0~ | BRIE
BEHRRUROMDOKRNO N R USEW SOREU R MEERLEHRLO S - Y

L= N Ae®

8wy

T HED BROZUPRALOR -0 | BRER< O~ R ORI IR R i 2 R
SHEORRESHRLEERENSORE iR’ oD R UETWEHkEE S C10ER—-Q | B
LRRERSEHFRXOYMRERARRLRO MoK O UQREEVLORE HOUER<
QR0 H i LIk I © OB~ © | BR MDA H RN L LRIV ORRQ HERE
ES R MRRUY O S VR KQURSUPe®
T EBMEED i KIREQ XU’

B RER HO - DL~ AU

(d

HEHREY BELBREOARRODKONVLVL ER<Qm-LEDHR#kiE L O 5 1]
# ER<O XD LT eHHEEL O S M EIHE ER<S o Lo L O 5B
B ER<CO O LEDeEHKEEL O SV EHE B0 o QORI eHkiE
B OSPRE HONER<CE © LD lkiEE L O 5 M BREU e

@

SROCEERROE T R HERMBERRE L EclikE KRR (B LR poREy
4U00%) WER DN LR Se°

3
n

W2 N YU N QHIRER L o RMIEEHE S HEN #EEHIEXE I A R[N LRON
BLUELLHEXILR S0V T < LB oKz E © 48 L Qs BN B
BOE<OURLIEFNSENBLEMEVLLEX BRSOV RRLE D SMEL 098

| P11K

(ii) the rate of interest will be two and two-
tenths per cent (2.2%) per annum;

(b) notwithstanding sub-paragraph (a) above, where a
part of the Loan I is made available to cover payments
to environmental portions of the projects mentioned in
7, 8, 9 and 11 of the List A, then the rate of
interest of the said part will be one and seven-tenths
per cent (1.7%) per annum;

(c) notwithstanding sub-paragraphs (a) and (b) above,
where a part of the Loan I is made available to cover
payments to the global environment project mentioned
in 1 of the List A and payments to global environment
and anti-pollution portions of the projects mentioned
in 6, 9 and 11 of the List A and payments to
consultants of the projects mentioned in 2 to 11 of
the List A, then:

(i) the repayment period of the said part will
be thirty (30) years after the grace period
of ten (10) years;

(ii) the rate of interest of the said part will
be seventy-five-hundredths per cent (0.75%)
per annum; and

(d) the disbursement period will be three (3) years
with regard to the project mentioned in 7 of the

List A, five (5) years with regard to the projects
mentioned in 1 and 2 of the List A, six (6) years with
regard to the project mentioned in 3 of the List A,
seven (7) years with regard to the projects mentioned
in 4 and 5 of the List A, eight (8) years with regard
to the projects mentioned in 8, 9, 10 and 11 of the
List A, and nine (9) years with regard to the project
mentioned in 6 of the List A from the dates of coming
into force of the relevant loan agreements.

(2) Each of the loan agreements mentioned in sub-
paragraph (1) above will be concluded after the Fund is
satisfied of the feasibility, including environmental
consideration, of the project to which such loan agreement
relates.

3. (1) The Loan I will be made available to cover
payments already made and/or to be made by the Philippine
executing agencies to suppliers, contractors and/or
consultants of eligible source countries under such
contracts as have been or may be entered into between them
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for purchases of products and/or services required for the
implementation of the projects enumerated in the List A,
provided that such purchases are made in such eligible
source countries for products produced in and/or services
supplied from those countries.

(2) The scope of eligible source countries mentioned
in sub-paragraph (1) above will be agreed upon between the
authorities concerned of the two Governments.

(3) A part of the Loan I may be used to cover
eligible local currency requirements for the implementation
of the projects enumerated in the List A.

4. The Government of the Republic of the Philippines
will ensure that the products and/or services mentioned in
sub-paragraph (1) of paragraph 3 above are procured in
accordance with the guidelines for procurement of the Fund,
which set forth, inter alia, the procedures of
international tendering to be followed except where such
procedures are inapplicable or inappropriate.

5. With regard to the shipping and marine insurance of
the products purchased under the Loan I, the Government of
the Republic of the Philippines will refrain from imposing
any restrictions that may hinder fair and free competition
among the shipping and marine insurance companies.

6. Japanese nationals whose services may be required in
the Republic of the Philippines in connection with the
supply of the products and/or services to be provided under
the contracts referred to in sub-paragraph (1) of
paragraph 3 above will be accorded such facilities as may
be necessary for their entry into the Republic of the
Philippines and stay therein for the performance of their
work .

II

1. (1) A loan in Japanese yen up to the amount of
twenty~six billion sixty-two million yen (¥26,062,000,000)
(hereinafter referred to as "the Loan IIM) will be
extended, in accordance with the relevant laws and
regulations of Japan, to the Development Bank of the
Philippines and the Land Bank of the Philippines
(hereinafter jointly referred to as "the Borrowers II") by
the Fund to implement the programs enumerated in the List B
attached hereto (hereinafter referred to as "the List B")
according to the allocation for each program as specified
in the List B.

| P11
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(2) A part of the Loan II for which eligible source
countries are all countries and areas will be extended in
line with sub-paragraph (2) of paragraph 2 of the "Funds
for Development" Initiative announced by the Government of

Japan on June 25, 1993.

2. (1) The Loan II will be made
agreements to be concluded between
Fund. The terms and conditions of
the procedures for its utilization

available by loan

the Borrowers II and the
the Loan II as well as
will be governed by the

said loan agreements which will contain, inter zlia, the

following principles:

(a) (1)

the repayment period will be twenty (20)

years after the grace period of ten (10)

years;

(ii) the rate of interest will be two and two-
tenths per cent (2.2%) per annum;

(b) notwithstanding sub-paragraph (a) above, where a
part of the Loan II is made available to cover
payments to environmental portions of the program

mentioned in 2 of the List B,

then the rate of

interest of the said part will be one and seven-tenths

per cent (1.7%) per annum;

(c) notwithstanding sub-paragraphs (a) and (b) above,

where a part of the Loan II is made available to cover
payments to global environment and anti-pollution
portions of the program mentioned in 2 of the List B
and payments to consultants of the programs mentioned
in 1 and 2 of the List B, then:

(i) the repayment period of the said part will
be thirty (30) years after the grace period
of ten (10) years;

(ii) the rate of interest of the said part will
be seventy-five-hundredths per cent (0.75%)
per annum; and

(d) the disbursement period will be six (6) years
from the dates of coming into force of the relevant
loan agreements.

(2) Each of the loan agreements mentioned in sub-

paragraph (1) above will be concluded after the Fund is
satisfied of the feasibility, including environmental
consideration, of the program to which such loan agreement
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relates.

3. (1) The Loan II for the program mentioned in 1 of the
List B will be made available to cover credits already
extended and/or to be extended by the Development Bank of
the Philippines to sub-borrowers under the said program.

(2) The Loan II for the program mentioned in 2 of the
List B will be made available to cover credits to be
extended by the Land Bank of the Philippines to sub-
borrowers under the said program.

4. (1) Notwithstanding the provisions of paragraph 3
above, a part of the Loan II will be made available to
cover payments to be made by the Borrowers II to
consultants of eligible source countries under such
contracts as may be entered into between them for purchases
of services required for the implementation of the programs
enumerated in the List B, provided that such purchases are
made in such eligible source countries for services
supplied from those countries.

(2) The scope of eligible source countries mentioned
in sub-paragraph (1) above will be agreed upon between the
authorities concerned of the two Governments.

5, The Government of the Republic of the Philippines will
ensure that the services mentioned in sub-paragraph (1) of
paragraph 4 above are procured in accordance with the
guidelines for procurement of the Fund, which set forth,
inter alia, the procedures of international tendering to be
followed except where such procedures are inapplicable or
inappropriate.

6. Japanese nationals whose services may be required in
the Republic of the Philippines in connection with the
supply of the services mentioned in sub-paragraph (1) of
paragraph 4 above will be accorded such facilities as may
be necessary for their entry into the Republic of the
Philippines and stay therein for the performance of their
work .

III

1. The repayment of principal of the Loan I extended to
the Government Owned and Controlled Corporations of the
Republic of the Philippines and of the Loan II, as well as
the payment of interest thereon, shall be guaranteed by the
Government of the Republic of the Philippines.
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2. The respective disbursement periods mentioned in sub-
paragraph (1) (d) of paragraph 2 of Part I and sub-
paragraph (1) (d) of paragraph 2 of Part II may be extended
with the consent of the authorities concerned of the two
Governments.

3. (1) The Government of the Republic of the Philippines
will exempt the Fund from all fiscal levies and taxes
imposed in the Republic of the Philippines on and/or in
connection with the Loan I and the Loan II as well as
interest accruing therefrom.

(2) The Government of the Republic of the Philippines
will, itself or through its executing agencies or
instrumentalities, assume all fiscal levies and taxes
imposed in the Republic of the Philippines on Japanese
firms and nationals operating as suppliers, contractors or
consultants on and/or in connection with any income that
may accrue from the supply of the products and/or services
to be provided under the Loan I and the Loan II.

4. The Government of the Republic of the Philippines will
take necessary measures to ensure that:

(a) the Loan I and the Loan II be used properly and
exclusively for the projects enumerated in the List A
and programs enumerated in the List B respectively.

(b) the facilities constructed under the Loan I be
maintained and used properly and effectively for the
purposes prescribed in this understanding.

5. (1) The Government of the Republic of the Philippines
will, upon request, furnish the Government of Japan and the
Fund with reports on the progress of the implementation of
the projects enumerated in the List A and the programs
enumerated in the List B respectively.

(2) The two Governments will jointly review from time
to time, on the basis of the reports mentioned in sub-
paragraph (1) above, the progress of the implementation of
the Loan I and the Loan II and take, if necessary,
appropriate measures to secure their smooth and effective
utilization. The Fund will be invited to participate in
such review.

6. The two Governments will consult with each other with
respect to any matter that may arise from or in connection
with this understanding.
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I should be grateful if Your Excellency would confirm
the foregoing understanding on behalf of the Government of
the Republic of the Philippines.

I avail myself of this opportunity to renew to Your
Excellency the assurance of my highest consideration.

(Signed) Hiroyuki Yushita
Ambassador Extraordinary
and Plenipotentiary of Japan
to the Republic of the Philippines

His Excellency

Mr. Domingeo L. Siazon, Jr.
Secretary of Foreign Affairs
Department of Foreign Affairs

of the Republic of the Philippines
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List A

(Maximum Amount
in Million Yen)

Metro Manila Strategic Mass
Rail Transit Development (Line 2)
Project (Phase III)

Metro Manila Interchange
Construction Project (Phase IV)

Batangas Port Development Project
(Phase II)

Arterial Road Links Development
Project (Phase III)

Selected Airports (Trunkline)
Development Project (Phase I)

Metro Iligan Regional Infrastructure
Development Project

Iloilo Flood Control Project
(Phase I)

Agno River Flood Control Project
(Phase II)

Southern Mindanaoc Integrated
Coastal Zone Management Project

Central Luzon Irrigation Project

Fisheries Resource Management Project

Total

23,668

5,849

14,555

13,564

5,728

4,328

458

6,734

3,201
14,136

2,428

94,649
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List B

(Maximum Amount
in Million Yen)

Domestic Shipping Modernization

Program (Phase II) 19,990

Local Government Units Support

Credit Program 6,072
Total 26,062
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(Philippine Note)

Manila, September 7, 1998
Excellency,

I have the honour to acknowledge the receipt of Your
Excellency's Note of today's date, which reads as follows:

" (Japanese Note)"

I have further the honour to confirm on behalf of the
Government of the Republic of the Philippines the
understanding set forth in Your Excellency's Note.

I avail myself of this opportunity to renew to Your
Excellency the assurance of my highest consideration.

(Signed) Domingo L. Siazon, Jr.
Secretary of Foreign Affairs
Department of Foreign Affairs

of the Republic of the Philippines

His Excellency

Mr. Hiroyuki Yushita

Ambassador Extraordinary

and Plenipotentiary of Japan

to the Republic of the Philippines
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