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ChapterB Implementation Plan -
3-1:!ntp:lementsl.ior;P-ian. B | |
' 311 Irﬁptenlsntatiop Concept ?‘
If this project is implentente-:t, ths irﬁplementatiotl concept will be ss follows:

(l) BaSIC concept e : : - :

~ 1) The process and 1mplementahon plan shall be made under Grant Aid scheme.

2) The Consultant shalt affirm and supervise how the successful bidder is constructing

- the Project Vessel in accordance with the working schedules, specifications, and
quant;t;ss stlputated in the tender documients, and shall, if necessary, give regular

* reports of those to ]ICA and the FSM government.

3) Technical transfer shall be made to the FSM countesparis before dehvery of the
vessel by utilizing opportunities 1n the equipment checks and the trial operatlon of
the vessel carried out to confirm how effectively the navigation and commumcauon '

- equipment, engmes, geneaators etc are running '

~4) The Consultant shall affirm that the Pro;ect Vessel is dehvered to the FSM as _
stipulated after completion, and give regular reports of the delivery situation to JICA
and the FSM government, if necessary. After the Project Vessel amives at the
destination, the Consultant shall confirm in wrtness how smoothly and etfechVely the'

~ vesse! and its équipment aboard are running. e L :

5) Necessary inter-bank arrangements for payment of the vessel will be made and

- the paperwork for the payment shall be finalized before the fixed date, -

6) The final report shatl be made and submitted to JICA. o

(2) Construction concept S o
" 1) This Project Vessel shall be constructed in japan T -
A survey was aléo conducted to confirm éapabxhty to construct the Vessel in
- dockyards in the Marshall Islands and Guam in the neighborhood of the ISM,
" ‘There is a joint venture dockyard with the USA-in the Marshall Islancls but no
' prospectnre appralsal of its construction results and expenence was made. in Guam,
the pnvate dockyard is a repair facility excluswely for the US Navy. Furlher any'
construction of the vessel would clearly be difficult i in the nmghbormg areas,’ Among
~ thé ten (10) vessels managed by the FSM govcmment including the Existing Vessel,
five (0) were cbnstrucled in Japan.” In addition to the fishing vessels provided undcr

. Japans Grant: Ard St:heme1 ﬁshmg vessets made in Japan are now also operatmg in

’ the FSM

‘- ’l‘he. FSM government COunterparts are well aware of the exnstmg vcﬁsa!s and ﬂshmg '
-vessels made in Japan, and they are familiar with handling of the equlpment installed
" on those vessels, most of whlch is also made in Japan, They have confideace in
. such grades of the equxpment and parhcularty hope to haVe project vessel
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constructed in Japan.  There aré express requiréements in the special specifications
' perlaining to items such as the bow door, boltom materials and structure, and there
are requirements in special techniques for construction of the Project Vessel as a
landing-craft type vessel, It is planned, therefore, that the Project Vessel will be
constructed and prowded with necessary equipment in Japan m order to ensure -
effective supervision of the lmplementatxon process. -

2) Dispatch of technical expeds -
It has been 20 years or more since the Marine DW]SIOII of the FSM government's
- Department of Transpoﬂauon & Communications helped put the last landing-craft
- type vessel into service, and according to present plans, technical experts will be
dispatched there after delivery of the Project Vessel to assmt the sta:t—up prepambon
in running the vessel to facilitate its smooth operation
Under consignment of the Consultant, t.hree (3) experts selected mamly on the basis
" of their areas of expertise will be included among the basic des;gn survey team.

3 Delwery of the Project Vessel L - :
As the Project Vessel is designed to have the capabnhty of approx, 20 consecutwe
dZIYb of internaticnal voyage, the vessel will cruise by itself to the. FSM (the voyage

© from Japan takes approx, 9 days) = S : :

3-1—2 lmplementation Conditions

E The Project Vessel will be oonstructed in ]apan, and the FSM has thoroughly instituted
the Maritime Act in regarcl to vessel oonstructmn, as well as arrangements to deal with -
: mtematmna¥ conVentJons and its own envn‘onmental protectmn vules,

As mentioned in subsectlon 1-3, the Basic demgn international conventions concerned o

will be 3pp!|ed in the construction of the project vessel to ensure its safety In order to
' secure an appropriate grade of vessel, the. Project . Vessel will be reglstered in the
- mtemahona] classification, as smtable to its voyagcs by undergomg various mspectlons
dunng the constructlon process, ' Fult attentmn will be given to supervision of
1mplemenlahon by arranging for those mspectlons in the presence’ of the Consultant
and/or prowdmg experts for inspection of constructjon works, .

During the construcnon penod a field supenntendent will be slatloned at the dockyard
to affirm the specification plans and work contents, and the staff in charge of de3|gn and
~ supervision will attend all- mSpecnons at the respectwe manufacturc(s sites in the
~ process of outfit works to ensure prudent!al construction, Further, for technical
transfer, the FSM officers may have the opportunity to engage in desk study and
'~ accumulate expenence in the prior prachcal embarkahon On the Project Vessel during
the trial operahon and delwery Cnnsmg ' e
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3.13 Scope of Works -

If this Pro;ect is unplemented under Japan's Grant Atd scheme, the two govemments
" wilt share the necessary items in the implementation as follows:

' (l) The scope to be bome by the Japanese Government :

1) Construction of the Pro;ect Vessel, and all related expenses necessary for inspec-
tions in Japan. -

2) Spare parts, drawings and mstruchon books to be provided incidental to the Project

- Vessel, :

3) Consultant’s \vorks such as the implementation design, assmtancc to the tender busi-

* ness, and supemsnon of construction.

-'4) Insurance for 1mplementahon of dehvery and transportation of lhe above items 1)

and 2). : :

~ (2) The scope to be bome by the Government of FSM

1) To acquire every approval and permission necessary for possession of the Pro;ect
Vessel and for implementation of this Project. _ : :

?) To ensure prompt customs clearance of the Project Vessel and every artwle of
equlpment on it to be delivered to the FSM in connection to this Pro;ect and to pay

_ every cxpense incurred from the above. -

R 3) To pay every expense incurred by FSM govemment staff present at mspectmns

during constmchon and at completion of the Project Vessel. o S

4) Any other items recessary for 1mplementat10n of this Pro;ect and not oontamed in

. the scope boine by the Japanese Government,
5) Insurance coverage of the Project Vessel after it arrives at the FSM porl

o 3_-1—4 Consultant Supemsion

(1) Basic conccpt : . R
Considering that it will be necessa:y to pay specnal attenhon to techmcal aspecls in
- -the design and nnplemenlanon of the Project Vessel, a landing-craft-type vessel,
- through each process of construction, and, further, consndenng that this construction
. shall be compleled within a fixed time limit, the Consultant shall make the
_ constructmn work schedules and supemszon plan in conformity with the Grant Aid
b scheme and affirm and supemse that all construction works are performed according '
“to the construohon penod spemf’ cations, and quantmcs stspulated in the tender
documents. Supcwnsnon will be camed out on the basis of the followmg basxc

5 concept for concrete works : o : :

‘Basic wbrk ooﬁcept‘in Consultant s’ﬁpérvision_ -
1) Approval of d:awmgs and specnﬁcauons

- After examining the work plans, schedules, aml eonstmcuon drawmgs for the Pro;ect
Vessel subxmttcd by the constructor to conﬁrm their conformance with the contract
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drawings and specifications, the contractor shall, if appropriate, approve them. ' Care
shall be taken to. promptiy reply to any qu@hons and inquiries m order the
construction perlod .

2) Supervxsnon of the work schedules
The contractor shall receive from the ocnstructor reports on the progress of the
‘construction and shall give instructions, if necessary, to the constructor to ensure
completion of the construction within the construction period. ' '

3) Qualnty inspection :
The Consultant: shall mspect at the constructor’s 31te, the accuracy of the works,
equipment, and oulfitting works to confirm -their conformance with the co_ntract'
drawings and specifications. Equipment and construction works which, according to
" the stipulation of the Classification Society, require inspection, shall be inspected in
the presence of the Consultant accoid'ing to the inspection standards. “Any itenis
 other than the above shall also be inspected in the presence of Consultant according to
th'e'con'stru'ctcr’s internal quality inspection standards, : :

4) Trial run at sea - .
“After various tests, the PI‘D]CC[ Vessel's tnal fun at sea will be camed out in the
presence of the Consullant to prepare the official data, ' '

5} Complenon and dehvery of the Prc;ect Vessel in Japan : :
Construchon of the Pro;ect Vessel shall be completed when the Consultant and the
' representatwes of the F5SM 1mplemenl.mg agency affirm that all of the construction
- works and. vanous tests have -come - to an end. - After complehon necessyy
~ documents and cerhﬁcates will be issued to acqmre the provisional nationality for the'
' Vessel and the vessel will then be dehvered to the FSM government counterparis, -

6) Sea transportation o : -
After the delwery of the Pro;ect Vessel has bccn completed necessaw procedures for
© export and sea transportation will be promptly carried out to enable the Vessel to run
- by itself back to the Port of Pohnpei in the FSM. e e _
To escape potenhal damage and/or contamination of the hull the' cre.»: will _be_'
-lnstructed to exercise due caution regarding weather and sea conditions. At the
o departure of the vessel, the Consultant shall be present at the port and affirm the.
c!eamnce documents fmm Japan

‘?) Delwety of the iject Vcssel at the FSM and ass;stmg works by the dispatched
: e)cperts
After arriving at the FSM, the Project Vessel will be tested in lhe prcsence of the
dispatched eXperts and delivered to the FSM, .
- The experts will assmt the FSM personnel in handlmg and operatlon of the Vessei to
L ensuae smooth commencement of operahon :
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8) Submission of reports : : '
After checking the monthly reports ﬁnahzatnon documents, and photogaaphs prepared :
by the constructor the Consultant will submit them 1o the FSM government and
JICA. In consequence of final delivery of the Project Vessel in the FSM and the
Consultant’s works a general report on the Pro;ect will be prepared and submltted to
JICA.

(2) Supemsmn setup : :
A "Project team for implementation design and supervision" will be orgamzed in the
stages of implementation design and supervision. The team will be comprised of the
core members from the basic design survey team, who wnll be responsnble for the
following respective works: '

- 1) Project team for mlp]ementatmn design .
As this Project is a construction project to construct a landmg{raﬁ type cargo
vessel with a special hull form, the hull design will be separately made for the bow
section containing the bow door and inner door, a section which requires expertise,
and for the general hull. Since Project Vessel is designed with twin- engin'&e and
: ‘twm line- shafhng, the experts in charge of the. engine design and schedule
supervision ~ will have thorough experience in the same areas. Flectncnty, )
electronic equipment, cargo gear, air condttwmng, freezers, inboard outlits, drawmg,
~ and cost estimation will be dealt with mamly by mdmdua] experts w:th respeclwe
types of expertise. :

" Chief ’I’echnical Exp’ert: (..h‘lef Consultant in charge of

__Operatien plan

‘Yessel constiuction plan - |

-Qutfit and engine plan -

Equipment plan .. . -~
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Technical Experts with Respective Types of Expertise:

" Yorks i}a Design - - Capacity C
Hull design C(general hull) |  Consuvltani engineer
- (bow section) - | Consultant cngineer

Engine design (main/fauxiliary Consultant marine engineer -
eRgincs, propulswn) . .
Eleclrlc design (gencrator, . Consultant marine enginécr
switchboard, mrotor) ' '
Besign of clectronic equiprent Consultant marine engineer

(radio and navigation instru-| - and Radio engincer
nents) ' .
Design of loading and hydraulic| Consultant engincer
equiprent o

Design of air-conditioning and| Consultant marine engineer
freezing equipnment

Design for outfils in acconno-
' datmn section

Dranlngs and cost estmatwns

2) Prmect tearn for supemsmn N : '
In addition to the fact that the Pro;ect Vebsel will be a landmg ¢raft- type cargo
vessel with a special hull form, the design sechons of the vessel will be highly

. dwemnﬁed so it will be necessaty for the aforementioned experts in charge of
design to be further appomted for the supervision ‘works in order to ensure that
each construction process is reasonably supemsed :
After checking the implementation drawings submitted hy the conslructor to
confirm whether or not they differ from the tender specifications, each ‘expert shall
venfy the works under const_ructlon with the drawings in 1mportant matters along
each process. A field supenntendent will be stationed at the constructor’s site
during hull and outfit works to ensure el‘{echve supemsmn of 1mplementahon ancl
schedules. - . '
The field superintendent wﬂl have chscussmn step by step wﬁh each expert in
charge during the schedule superv;smn for quality control and efficiency in the -
works, e :
Superv;smn selup is shown as follows'

Chief Technical Expért_: C!ncf Lonsultant in charge of::
' . Operation plan

| - Vessel 'construct__i_o"r;uplgqr
| Outfif and engine plan
Equipment plan




Technical Experts with Respective Types of Exbﬂﬁse:

Yorks in Supervision ~ | = Capacity

Field superintendent
(¥hole process of construction _
Hull design (general hutl) Consultant engiheer
~ {bow section) Consultant cngineer _
Engine design (main/auxiliary Consultant narine'eﬁgineer
" engines, propulsion) _
Electric design (generator, Consultant parine enginecy
* switchboard, motor) . _ '
Design of electronic equipment Consultaﬁt rarine engineer .
"(radio and navigation instru- and Radio engincer
ments) o _
Pesign of loadnng and hydraulic| Consultant enginéer
_equipment . o
Design uf air cdhdltion:ng and Consultant marine engineer
' freezing equipnent | .
besign for outfits in accommo-
' dation sectlon

Drawlng and cost estlmatlon :

3-1-5 Procur‘exﬁént Plan |

If thlS Pro;ect is mlplemented the PI‘OjECt Vessel of the Department of Transportatson &
_ Commumcahons will be constructed in Japan, and subsequently, the Technical Branch of
the Marine Division and the Pro;ect Vessel's crew. will handle repair and mamtenance
services for. the vessel, as there are peither adequately arrangecl repair facilities nor
' agents of equipment in Pohnpei, the site of this Project. The Project Vessel will be
installed with reasonable kinds of spare parts and supphes in proper quantities for
_ equlpment mstruments and materials, most of which are to be made in Japan, within the
* Limit of the - estimated gross purthase amount of those cqmpment ete, in the cost
calculahon Aa:ordmg to plans, the types of equipment mstalled will be selected in view
of the avallablhty of spare parts and supphes supported by arranged service networks

3 16 lmplementahon Schedule
lf thls Pro;ect is 1mplemented it w:ll take approx. 12 moaths from the 1mplementatmn

des:gn after the construction is contracted through construction and dehvery of the
Vessel to the FSM as mdlcated in ’I‘able. 3- 1 '

'r'-ﬁ.l,-.'.



Table 3-1 Implementation schedule |

lagzed tiae '
{awunth) [ 1 2 k] 1 5 - 6 1 -t ] ] 1 - 12
Aew ] b i (Field suivey)
Bzplcaen- | Detailed ' )
tatien design - . L. :
Design [ (Yorks in Jepan) 3 aonths in total
B Y I_—_ T . __ﬁ . ] D E DD Ej D D 3 D D (D.rui'ngs.Spcciﬁcaticns,lppreul)
Contract N PP U SR S - vl v |
| N e I"} (Hull sln.-ctuxe) ) Goapletion  Delivery in F3Y .
i':‘:ion e o =R {Cutfit vorks)
: . ) GO0 (Yanms le:ts)
o o a o Q {Inspe\.tmn of equipaent) !
—-2» [Cruising back}

{Experts dispatched!

- 185 pocths takea in total)

' 3-1—7 The Undeﬁakings Req.u_ired‘o_f the FSM govemment

~If this ij&t is 1mp1emented under Japane Grant Ajd scheme the FSM government
will be requnred to undertake the followmg necfssaly meastres:

(1) ’I‘o secure a safe moormg facnhty for the Pro;ect Vesse] and the depos:t of spare
parts, etc., prov:ded '
_(2) To make neeessanr anangements to exempt the Pro;ect Vessel and its equlpment B
' and spare parls pmvnded under the Grant Aid from customs duties, and to ensure
prompt admittance and eustoms clearance procedures for them. -

' (3) To exempt ]apanese natlonals and/or members ofjapanese body corporate whose

service and equnpment may ‘be provided under the verified contract from- ‘customs
dutles mtema] taxes, and other fiscal levies imposed i in the FSM. '

(4) To accord Japanese nationals andfor members of Japanese body corporate whose _

" services may be required in conriection wﬂh the supply of the services under the
verified contracts facilities which may be necessary for thelr entt'y into the FSM and

" stay therein for the performance of their work. =
{5} To acqmre in advance the natlonahty certificate, the radio call sign, and perm:sslon

necessary for lmport and operation of the Project Vessel for 1mplementatxon of this
Project, ' : : :

(6) To acquire approvai for the Pro;oct Vessel s usage and quahﬁcatlon at the regxst;y

port 1mmedlater after the vessel’s arrivat i in the FSM and to prompﬂy earry out -
conventional procedures’ such as customs clearanee reg:stmhon, msurance coverage
= ‘ :
'(7) To use and mamtam the Pro;eet Vessel other eqmpment and Spare parls provaded in
. this project, ploperly and eifecmrely.
" (8) To bear every expense ansmg from the Pro;ect Vessel's cmse back to the FSM, and
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import, if any, not covered by Grant Aid.
(9) To try to settle by ﬂself any dispute arising wnh a thind party on its own self-
" responsibility.
- (10) Banking Arrangements {B/A)

~ The FSM government or its des&gnated authonty shOuld open an account in
the name of the Governnient of Federated States of Micronesia in an aulhonzed
. foreign exchange hank in Japan

— Authorization to pay should be issted by the G-:-vernment of Federated States of
Micronesia or its desngnated authonty.

3-2 Operation and Maintenance Plan

1) Mamtenance and administration system

- As mentioned before, in lmplementahon of this PmJect the Marine Dwusson in the
FSM govemments Department of Transportation & Communications will plan the
operation schedules of the Project Vessel on the basis of requests by users such as
the FSM. govemment the states, the rural fishing communities in the outer lslands
and the private sector, just as the operatlon schedules had been planned for the
Existing Vessel. The Project Vesse! will be operated under this planning, and the
five (5) members of the Marine Division of the Department of Transportation &

* Communications will be responsnble for the maintenance and admmnstratlon of the
vessel. '

. 'The Manne Division will perform the followmg works under the aforemenuoned
~ operation plan: : : :
- 1) Operatxona! admlms{ration for varlous procedures for the Pro;ect Vessel's
' entry to and departure from - ports etc., and commumcahons w:th the vesse] at
"2 Management of supplies such as p'rdcurérhe'nt of fuel ahd ship Suppties
~ 3) Labor management such as planmng for the mannmg of the Pro;ect Vessel and
Wage-related jobs. : ‘ -

) Repalr and maintenance o of the vessel such as pun,hase of repalr services and
supplies; and scheduling and arrangements for docking. - :
" b) Follow-up works such as reschedulmg of operation or coordinatior of users in the
_ e\mnt of any change in the operation plan due to the vessels engag:,ment in a
~ disaster—relief mission. : T '
. 6) Preparatlon of a draft budget of the Pro;ect Vessel’s opeaatmn and mamtenancc

(2) Tnal catculatn:-n of the Project Vessel’s 0perat|on costs :
This trial calculahon of the opeiation costs is made on the basis of the operatum plan o

T of the Project Vessel made by the Marine Dmsxon indicated in 'I‘ab]e 3-3. The
calculation offers reference data for  the budget allotment ‘of operation and

~ maintenance of the Project Vessel in conformance with the specifications described



in subsection 2-3-2,

?abie 3 3 Operahon plan for the Pm]ex.t Yessel

- Yap Chwk Pohnpeaii‘i!l Yosrae 1 totar ]
o |Vorsse] Doys[¥oyaged Day |Voyage Jays Tojose oyl iepae] bos
Crumng da}s 9i 8 |- 8% 69 f" misiy-2i 0] 301210
(1) Cruising lfam/Au.ulxan engines running o ' 210 days

(2) Berth in ports | 107 days in Base Port, 39 days in callmg porls 137
' ¥ain cngme 'auspended Auuhan engme runmng ' ‘
(3 Drj‘ dock ¥ain/huxiliary engines suspended ‘ 18

Total (days) : ' 365

Thirty voyages of the- Project Vessel are planned on the basis of the present
- requests by the users, which forecasts a more précise shipping schedule than the
average annual number of myages 'scheduled for the’ past b years, that is, 9 voyages. -

The Project Vessel wilt operate at a higher working rate, If efficiency, decrease in
the mooring days for repair, and the Marine Division’s (Department of Transportation
& Commumcahons) self-dirccted operation planning for the Project: Vessel are
' reahzecl that: voyage number will be ideal, It is antiupated however, that the
operahon schedule may be changed somewhat die to mcuiental activities for dlsaster
relief or emergency first ald

' Preconditigg§

(0 ln the operatlon costs, the fuel cost is allolted in the budget on!y while the _
.- Project Vessel is in port, 1ust as it is in the exlstmg budget allotment for the
Existing Vessel, and the cost at sea will be borne by users. ' : o

{2) Crew wages are determined on the basis of the data provided by the Department :
“of Transportation & Comrnumcahons and the subsnstence is determined on the
I:-asss of the budget of the Existing Vessel. The wage rmse shall be at an annual
rate of 3.5% in light of the average for the past years, : o

@) Costs of dry dock, supplies, and repairs are dealt with in view of the spare parts
to be prowded when the Project Vessel is put in service,

(4) Insurance is determined on the hasis of the presem coverage condltlons in the
FSM. No apprmsal values of hull and engines, howe.'cr are avaﬂable, and three

_ sample values are taken for reference. Pai

- (5) The administration cost is the same as that in the present budget _

(6) The estimated budget is for the year of 1999 i e, the year preCedmg the year _

' when the Project Vessel will be rendered. No raise of commodnty pnces is
contamed but the crew’s wage raise is based on the above (2) '

-'Lﬁsﬁmatlon of Qperaﬁon and m_gi_ntenance costs .
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Personnel plan, wages, and subsistence
Composmon roles, and wages of crew on the Project Vessel are as follows:

- Personnel (crew only) plan, roles, and wages - {Uss)

Crew . No.| ' Roles ' ' | Annual wages
Captain | Responstble for overall control] 14,300
: ~ |of Yessel(except ‘engine) - (Master 1)
Officers | 3 |Responsible for deck latches 29, 900
- S ladninistration S (for 3)
Chief Engineer 1 |Responsible for whole control 13. 100
~ lof engine operation
Engineers 3 RespohsibleifOr engine room 21,200
' ' watches adeinistration (for 3)
Bosun | 1 |Responsible for deck works 6,800
Steward - I |Responsible for inboard cooking| 7,100
‘Deckhands - | "6 |Deck and loading works ~ 187, 400
o . (for 6)
Assistant iy - Handling of engine”rdom equip- 31,200
engineers 5 ment_and loading vorks _ (for 5)
‘Cooks 2 |Cooking ' ' i1, 700
SRR TR R ] e )
Sublotal |23 | & ) - | 178,700
i | Iwerfare expenses (5% of wages) | 8,900
. Total 23 | 187,600

' Subsi_s_tente'to C_rew:- US$69,0(_}0'cal.c(ﬂated on the basi.sl 6f _1_997 budget,

; Ussso,ooo (for 20 persons), that is, 60,000 x 23/20

ny dock supph&e and repau's -
Dry dock is performed once every mo years ‘and funded with a half of an

- estimated amount. ’[‘he ostimated dry dock cost, based on the actual cost in

1996 is US$360 thousand US$180 thousand per one dock

7 In view of lhe stock provaded wnh the Pro;egt Vessel and 1ts age, costs for
supplies and repairs, including ship chandlery, are eshmated at US$25 000, a halj'
~of the 1997 budget {or the Ex:stmg Vessel

M:mhme msurancc

~ The insurance prcmnum is dlvuied mto 3 types, namely hull msurance, habmty

‘insurance, and passengers insurance, acoordmg to the same division used by the

- FSM govemment for its admtmstered ten (10) vessels, Hull appraisal, the base

of the hull msurant:e, is taken up on cases such as USS$10 miltion, $5 million, and
$2 rmlllon, the highest appm:sals for the exishng vessels. The premium rate is
3%,

e



o (Us$)
R T - Preaiym S L
Hull appraisél Hull Liability Passéngers Total
10, 000,000 - | 320,000 4, 000 3,000 3217, 000
5,000,000 - | 160,000 [ 4,000 | 3,000 | 167,000
2,000, 000 64, 000 4,000 | -3.000 71,000

@ Fuels in port :
As shown in Table 3— 3 -berth in port is for 107 days in the base port Pohnpet,
and 30 days in the calling poris, so the total number of days, 137, equals the
number of voyages.

Auxiltiary engine power 210PS -» i55 K¥
Auxiliary engine running hours, powers in port

i, For loading and anchoring: 4hr/24hr (at load factor of 50% fol
; EE L . 2 units = 210 P3)
2. For general works, cooking: - 6hr/24hr {at load factor of 50% for
1 unit = 105 PS)

3. i‘aliting' without works: ldhr/24ht (at load factor of 50% for
| SRR dunit = 63P8) |
_ e . 24hx/24he L= 2,352PS/24hr
F.0. consumption rate: . 1T0gr/PS « hr R
-F.0. specific gravity: - 0.85Kg/¢Q

F 0. consumptlon 2,352P5/24hr x 0. 170%e/PS = 0.85Ke/ Q = 470.4 ¢ /day
. ¢ For 137 days: 470.4 0 /day x £37 days = 64.445K1 -

Y 0 cost o 64.445K1 x $244.35/k1 - . = US§15, 747

L. o cost: . Bd. 445K1 x -1 5% x '$1, 402/K3 = US$1,355

Blended oil for hoat while the vessel in port: 5@ /day -
Ll '__§.1!5'5*.3{-’£-!§?_f’f‘}’_%____'_:_'__)-'-_".-_'_-'_53.3_1_5_0_ _____________

~ Total fuel cost = - .. US§17,250 @ -
® Annﬁa] oijératioh (foét_s for the Projéct Vessel - '

: i} Annual operat:on cosls for the Prolect Vessel are compared w;th those for the
: cx;slmg vessel in the following chart S :

- 66 —



- ] (US3) L

| Project Vessel = . .~ Caroline Islands budget 1997
1. Adsministration - 8,000 I. Adninistration - - 8,000
9. Crex's »age (23) 187,000 ' | 2. Crev's vage (20 162,000
3. Subsistence 69,000 | 3. Subsistence 60,000
4. Insurance o ' 4. Insurance 38, 000
' Hull appraisal: : b Hull apbraisal:
$10 million .~ C 327,000  $0.9 million
©2) §5 million € - 167,000 ) :
3) $2 million - (171,000 .
5. Supplies and : 5. Supplies and _
. repairs . - 25,000  repairs = 50,000
6. Bry dock - 180,000 | 6. Dry dock % - 340, 000
7. Fuels in port 17.250 | 7. Fuels in port - 28, 000
~ Total. -~ 1) 843,850 Total - 686, 000
' - 2) 653,850 ' o
L momSnasO |
Total (excluding insurance and _
docking costs) .. 306,850 | . . 308,000 |

. The Project Vessel's opérati()n costs witl va’x? remarkably depehding on the hull
appraasal adopted. The cost for wages on the Project Vessel cost is hlgher than
" that on the existing vessel because of increases in the number of person, wage
" raise and subsistence, but the iject Vessels cosls are somewhal fess in the
~ line items other than the nsurance. With the exceptjon of the dry dock cost
. both operation costs can be considered similar, as indicated in- the following. If
the dry dock cost is included, the ?rojcct V&ssel s costs will be appmx US$160
‘thousand less than those of the exnstmg vessel, -
Therefore, it will be necessary to deal with the. budget alIotment of the Project
 Vessel by seumg 3 proper insurance. :
' o S C o _ (I}S$)
: Cos{ Compausbn between P. YV, and 2 _] PV, - E. V.
Total costs excluding dry dock and insurance 306,850 | 308, 000
ITotal costs vith dey dock, excluding insurance| 486, 850 648. 000
P.V.: The Project Vessel ' e o
" EV.: The Caroline lslands, the emstmg vessel .

if) The fuel costs borne by the beneﬁciaries are estimated on the fo]tOwing

conditions: : - L
‘Main engmc - 1,OOOPS x 2 units

" Generator - 210PS x 2 units

2,000 PS
420 PS

N

Il

CLet



L : ¥ain engine : Generator
Cruising a) Cruising [210 days 85%C1, T00PS)| 50% of 1 unit(105PS)
b}‘At berth 30 days o ' -
Yailing c) At noorlng o
Total S 240 days : : o i
Pover 1 EﬁEQM#;A . 1,700 PS " 105 PS
F.0. consunption ratc | . 145gr/PS<hr . '_ 170gr/PS + hr
F.0. specific graviiz___ 0.85Kg/ ¢ o 0.85Kg/ @
F.0. consumption® /day |b, 700kl x 0.145=0.85[105x0. 11+ 0.85x24
. _ | x 24 =6 960 : =504
: Main  Auxiliary : . 1. 464K1
|F.0. cost US$/day 1. 464Kl X $244. 35/Kl(duty frcc) $1. 824
1.0. cost US$/day 7.464K1 x 1.5% x $1, 402. 74(duty-free)
o - = 8157
- |Total fuel cost US$/day . $l 961 = $2,000 . .
‘|Fuel cost at sea 'sz 000/day x 210days - $420, 000 o
|For reference . Caroline Islands fuel cost/day =
L o | (conssmption 7. 1}14K1/day) o
|Total Fuel cost BSS/day| $2,000 x 7. 114K1/7. 464K1 = US$1, 960

* As described above, the fuel cost borne by the users is expected to be increased
by approx, US$100/day (5%). .In spite of the main engine power increase of
approx, 11% (1,800PS to 2,000P53), the Project- Vessel will have only an

' apprommately 5% increase in the fuel. cost because of lhe pOWer-savmgdype'
o engme adopted '

The operatmn -related cos!s for the Pro;ect Vessel are eshmated as mentioned
' above, and the operahon cost‘: borne by ‘the FSM government w1|l vary -
~depending upon the insurance set up upon the hull appraisal, The total costs -
:exdudmg the insurance wll presumably be less than the average actual costs of
- the Existing Vessel for the past two years, The fuel cost borne by the users
- will exceed the cost in the case of the Emstmg Vessel by only about US$1(}0 or

o tessperday

L ER-
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: Chapter 4 Project Evaluation and Recommendations
4-1 Pro_;ect Ef[ects -

This iject has the objectwe of supplymg altemahve ships to replaoe the FSM's Existing -
Vessel which is prOne to many probléms due to their advanced ages The P‘mject Vessel
will u]timately improve the sea transport system run by the FSM govemmcnt providing the
people of the fishing villages in the outer islands ‘with a morc cfficient and better public

*transportation.  To add to this expected effedt, as the mlplcmentahon ‘of this Project could
biing out the increased possibility of materialization and expansion of development-related
projects as well as a broademng of these projects” subject areas, a further promotion of
dcvelopmenl cou]d also be expccted in these wilages

Eﬂects expected from unplemenhng this Pro;ect are dmm‘bed below.

(1) Continued Service and lmp: ov'ed Fﬂ]cncncy of Public Transportation .
; ’FhIOUgh this Project, a public transponatlon service for the fishing vﬂlages in the outer
jstands can be safely maintained. Currently, the vessels in use are ofd and the registrations
" of their classifications have aheady been invalidated i all cases. Furthesmore, concemn for
the service's sustained operation is mounling due to the refusal b)' the FSM Congrcss to
agree to the docking appropriation jn the next fiscal year budget. -
- The annual operating days of these e:uslmg vessels have been 170 days for the last 5 years -
- The days they remamed idle due to bxeakdowns and repair works brought on by their old
“age increased from 8 days in 1993 to 36 days in 1995.  The Project Vessel will i lmprove no} '

- only this kind of situation, but also navigation capabilities, lranspoﬁ and cargo works For

example, their operaling days are sct at 210 days, which is an lmprovement of over 20“ R
5 This in tun wil make it posmble to assign a more sufficient aumber of the vessels to more
- states and more “outer istands. “As this would give the' [iSM govemment a belter
o transportahon means for The Capltal lmprovement Project (the actual dcvelopmcnt and
_ promotion pro;ects planned for the outer istand commmut;es) this should oontnbute further
" to the more effi cient sérvices of the ISM government for the public. ~The Capital
Improvement Pr()ject is an mtegra] pait of the Public Sector lmrestment Program, whsch lhe

~ FsM govemmcnt consldens as 1ts natmnal deve!opment pro;ect :

D) [mproved Safety S : :

For this putpose, a salety desngn will p]ace a rampway in a vessel's bow sechon above a fulI-
~ load water line according to the cwrrent international ship classﬂcahon slandardb Mso,
* eqmpmenl stipulated in the mlemahona] rules for safety with compamhvely tougher safety-
: Staﬂdafda than (hose apphed to the Emsung Vessel w:ll be installed to gnarantec the safety

e paasengers, crews, and mrgocs Another measuxe for safcty is a ‘device to lift and lower

- work boats at difficult beﬂhmg ports In 301110 of thc outer 1slands ’l'hts shou]d make loadmg

and mlloadmg of both - passengcrs and cargdes easier. ‘

| ....59.. :



(3) Improved Economy of Navigation & Maintenance Coats _

The Project Vessel can drastically lower the costs from the amounts spent now for the
Existing Vessel nol on!y for docking, but also for the spare parls and repairs needed in
" normal maintenance works. Thus, the total oosts for both navigation and mamtenance for
the Project Vessel excluding insurance fees, are estimated to be about US$160 000 orless.
As for fuet costs, with the more energy-effi cient . engmes & equipment msta]led on the -

~ Pro;ect Vessel, the cost burden on the operators of the Project Vessel will temain almost
~ unchanged despite the 10% increase in their horse power. However, the oombm_ed use of
GPS and an auto p:lot_system should cnable setting of the shortest navigation routes
possible, thereby 'actually at[aining a reduction in fuel costs.

(4) Contnhuhon to Somal & Economic Acuvm&e in the Outer Islands .

The capacity and efticiency of the transpmtahon between the outer istands wﬂl be greatly
~ improved by the introduction of the Project Vessel.  In other words, the Project Vessel will
provide them with more frequent use of the improved transport system for the transport of
not only daily commodities such as food and medicines, but also the fuel, fishing tool, and
~ equipment necessary for their llveli‘(lood fishing. * In addition, they will also be able to
transport constiuction equipment for the construction of infrastruclure and _fishing facilities.
Further as the improved transportation service could be used to carry the cash products

such as copra and processed marine products to markets accessible to the resburce—po’or..:
fishing villages in the outer islands, yet another expected effect is the promotion of a more

vigorous society and cconomy for these villages. The Project Vessel is also likely to he

utilized in the other various projects which the FSM Ministry of Resources Development i is
~studying for Ume_development and promotion of manne—related products.

(5) Expected Benefits from this Project
1) Whal Beneﬁts . :
A niore direct beneﬁt will be for the FSM Govemment, who wﬂl have a strengthened
fanction and role in the nnproved sea transport system. Others benefits are the
reduced costs for navngahon and mamtenance, and lmproved quahty and efficiency of
the pu’bhc lransport semce for the people lwmg in the outer islands.

E 2) Who Wlll Beneﬁt Dlrcctly L

“About 50,000 vﬂlagers living I1In some 65 outer :slands are to bcnef t ﬁom lh:s Pro;ect
This fi igure excludes v:l]agc-rs lwmg in Ule majn islanda located in the capltal '

3) Who will Beneﬁt lndxrectly

_ As the Project Vessel will also be used for othc: puxposes alt 100 00(} cmzens of the
FSM wilt benefit somcwhat indirectly from this I’ro;ect. “The Project Vessel will serve

. as substitute for cruise boats at times of emergency, transportahon back-up for the
“delivery of relief supplics durmg dlsastﬂ’S, and other particular works (such as selting
of channel marks, which presently only the Project Vessel is capable of). .



4-2 Tasks & Recommendations

Once this Project is implemented, the considerable effects and benefits described above can
be expected. At the same time; the implementation will also contribute to the improved
supply to meet the basic human necds for the peopte of the FSM in a far-reaching way, For
these reasons, the grant aid for lmplemen(mg this Prolect is considered to be quite fair.
Further, the FSM government side cannot be foreseen to have any problems with the actual
operation and management of this Project in terms of staff and funds. However, there are
several concerns mentioned below which require attentlon If these concemns, enumerated
below, are heeded this Project 1mplementauon has every likelthood of proceedmg smoothly
without any troubles,

(1) Tasks

1) Secunng Budget for Nawgatlonal & Maintenance Costs for the Project Vessel
Once the Project Vessel is introduced, it will be, as in the case of the current vessels
in use, part of the public transport service provided by the FSM ' government. .
Therefore, the FSM government is required to secure a minimum of about US$500,000
in the governmeat budget as a fiscal expenditure. - With continued economic aid such

~ as the Compact Grant from the US still uncertain after the year 2001, a more
prioritized effort for securing a sustained budget appropriation is cnhcal for the
1mplementahon of this Project in its present form. '

2} Cooperauon & Collaboration with the Mlmstly of Transport & Commumcahons and the
- Ministry of Resources & Development ~ ' S
As it was ‘stated before, this Project will contnbute to a more v:g()rous soqety and
cconomy on the outer istand viltages. ~ For this expected efl‘ect the Ministry of
Resources & Development, as an implementing agency for the eﬂicnent and effective
. development and promotion of those istands, will act as a coordmatmg body for this
: Prcgect by gwmg advice in the planning of the - nawgatlon ‘and the allocahon of the
- Project - Vessel, However, many states and outer island communities are already
. requestmg the limited number of allocation of the Extshng Vessel To work out this
problems of this type and concutrently carry out the Mlmst:ys own pet projects
cfficiently without any- delay, the implementing agency for this Project, Ministry of
Transport & Communications, and the coordinating agency for this Project, the Mlmsuy
of Resources & Development, must remain m cloae contact for cooperation and
collaboratlon e :

3) Rev:ewmg Fares . _ . _
’l‘mnsportatnon farés and charter fares {or prwate citizens other than for publlc otﬁcnals
~ have remained unchanged for the last ten ycars or so and now need to be reviewed to
help finance the opexatlonal costs. ' '

“=



 (2) Recommendations
1) Measures for Reduction in Navlgahon & Maintenance Costs

(i) Docking Plan . L ‘ S

~ Currently, docking is bemg carried out once every two years in elther Japan or Korea
However, this practice’is regarded as somewhat disadvantageous riot only in terms of
maintaining the good condition of the vessel itself, but also in terms of the costs needed
for the docking‘ In order to improve this situation and also reduce the long-term costs
for maintenance and dockmg works, annual works to clean the bilges, repaint with anti- -
corrosive zinc dust, and check-up engines and olher facilities is recommended, The
FSM'’s neighboring country, the Republic of Marshall lslands, has a ship yard with a
floating dock system in Majuro, which seems suitable enough for a bilge clean-up.
Its proximity makes the docking expenses cheaper than those in Japan. Also, with the
possible future export of copra to Majuro, fulure dockmg in Majuro seems worth
studymg o

~ (i) Eslablishing Appropriate Vessel Evaluation for Marine Insurance
Premium for the marine insurance on the Existing Vessel is 3.2% of the vessel's
~evaluated value. - If the evaluated value of the Project Vessel was same as the
operating ¢ost for this Project at the time of its implementation, it could amount to as
high as U3$300,000, which would be beyond the possible annual budget allocation for
.. the Ministry of Transport & Comminications, - Thus, we recommend that it be kept it
:. within the range of an obtamable budget ' ' =

2) Operatmnal Aspect of ihe Pro;ect Vesse! (installat:on spot- of a rampway in a bow
. section and bunldmg of beachmg facitities) , : ‘

" To conform to the rules of the mtcmatmnal ship classification standards the rampway in

"+ "the bow section of the Project Vessel will be situated about 1.4 meters thher than

- those of the old one. ‘As a result, ‘the new rampways may not be able to touch the |

. grounds at two beaches in the outer islands where the Existing Vessel is currently

" handling works such as loadmg and unloading of construct:on equipment without any

© trouble, ‘To so]ve this poss:ble future problem, tv.o measures are recommended. One

~ is to conduct a careful. study on a design for a Vessel bottont at the lime of this

‘ Pro;ectnmplementahon for an easier access to those beaches.  Another is to have the

* Ministry of Transport & Communications instruct- those islands - to buald srmple dock
v site facrhues (e. g, a bank of piled rocks) for the Project Vessel, :

e
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1.

Member List of the Survey Team

1-1 Survéy Team fdr Baéic Design Study

r.'SAiTOU,'Haruo

* 1Tean Lead_c-r

- {Fishing Boat inspector.

Oceanic Fisheries Departﬁent.
Fisherics Agency, Ministry of Agricul-
ture, Forestry and Fisheries (NAFF) =

Equiprent Planner

Xr. SUGIYANA, Shunji- |Coordinator Second Project Design Division,
' ' . Grant - Aid Project Design Departoent,
o e i Japan International Cooperation Agency
Nr. NAKAXURA, Shinichi|Technical . |International Affairs Division,
. ' e _Advisor |Fisheries Agency. NAFF
Nr. TOYONAGA, ¥ikio  {Chief Consultant|Nanager, New Business Affairs Direction
. Ship Opeiation |[Kyokuyo Co., Ltd.
. Planner R
Nr. KOYANAGI, Yasunari Sh;p Bu;ldtng | Technical Advisor,
' " Engincer| New Business Affairs Dircciion,
L 1 _ | Kyokuyo Co., Ltd. ]
Nr. KITAYURA, Nichio [General Technical Advisor,

New Business Affalrs Dlrecllon

_[Survey Equ1pmcﬁt

‘Plannrer

 ¥ Xyokuyo Co., Ltd. - p
Nr.  TAKAHASHI, Kuniaki|Fisheries/ ~ |Director, Chlef of Plannlng Hanagcmcn{
L Sufvéy Eduipment FlShCFIOS Englneering Co., Ltd.
L AR B Planner R . |
Nr. TOBARL, Nasao Fisheries/ ‘ A331stant Nanager,

New Bu31ness Affairs Dlrcctlun.

Kyokuyo Co. ; Lid.

R




- 1--2 Survey Team for Expianation of the Outline of Basic Désign

[FA¥010, Yasuaki

Team Leader

. Engineer

Nr. Grant Aid Division, .
Econoaic Cooperation Bureau,
L Ministry of Foreign Affairs (¥FA)
¥r. LOYA, Toshinori = |Technical '|International Affairs Division,
) N Advisor |Fisheries Agency, WAFF
Ty, TOYONAGA,  Nikio Chief Consultant Manager:”kggiBusiness Affairs Birection
~IShip Operation |[Xyokuyo Co., Litd. '
N B ~ Planner |
Nr. XOYANAGL, Yasunari[Ship Building | Technical Advisor,

New Business Affairs Direction,

Kyokuyo Co., Ltd.
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3. List of Partics Concerned in the FSM

3-1 Basic Design Study

{The FSM government}
Department of External Affairs :
- Mr. Asterio Takesy - Secretary
Mr. Lonn Robert Assistant Secretary .
" Mr. Lairy Raigetal Foreiga Service Officer, Asian Affairs

Department of Transportation & Communications
Mr. Lukner B. Weitbacher * Secretary

Division of Marine transportation : .
Me, Weiner H. Hadley Adm:mstzator of the Dwns;on of Marine transportation

Mr. Matthias J. Ewarmai ‘Manager, Sea 'l‘ransporlahon System Development _
: _ Branch
Mr. Matthias R Mangmog _ Manager, Marine Safety & Inspectnon Branch
* Mr. Reedson F. Edwin Manager, Operation Branch

Mr. Kim Young Po, _ Manager, _Techhi_cal Branch
. .:Caroime 'lslap.ds o S .
Mr. Hideo Noah . - Captain -

Mr. Mariano Gllmete . Chief Engineer_ '

Department of Resources & Development

Mr. Sebastian Anefal - : SGCl’CtEiY : : :
Mr. Francis L Itimai -~~~ hshenes DeveIOpment Spemahst Dmsmn of Marme_ '
. . ' Resources :
Office of the President

Mr. John A. Mangefel '

* National Oceanic and Atnmsphmc Admlmstmuon FSM
Mr. Akira J. Suzukl -

State of _Pohnpei
Burcau of Public &_Govemfhénial Relations |
Mr. Tiha J. Killeng -~ Deputy Chief B :
Mr. Roonie Phillip " Manager, Ship Operation :

Depadmen! of Resource Management and Deveiopment
‘Mr. Valentin A. Martin _ Dwss:on of Resource management



Economic Planning Commission

Mr. Dison H. Gideon Fisheries Development Special_ist |

Private Scctor _ .

Agents in Pohnpei Harbour

Mrs. Petra Christian General Manager, Seair Shipping Agency

Mr. Joe Vilt . General Manager, Pohnpei Utility Corporation
Workshop _ _

Mr. Largo Edwin . . General Manager, Pohnpei Utility Corporation

Representative in Micronesia for Japan Fisheries Association and other Japanese Fisheries

Associations

Mr. Yuzo Akinaga ~ - Chief Representative
‘Mobil Ol S o

Mr. Lance Meteolechol ~° Manager, Mobil Oi! Pohnpei

State of Chuuk

© Office of the Governor :
Mr. Marcelino Unwech Governor )
Mr. Wilfred Robert ~ * Administrative Officer

Debartment'éf Transpdrtaﬁon S .
Mr. Thomas R. Narruhn Former Director

Mr. Inoske S, Fiti : Aséistant, Port Operétibn

" Department of Marine Resources - o e
Mr. Romio Ostena - - "~ Chief, Fisheries Research and Development
- Mr. Chuneo Ephini Administrated Officer Co-

* Municipalities in the outer islands -~~~ o o
_‘.M_r. Elliot Phillip . Mayor, Oncop Island - '
* Mr. Eigolt Ftema - - Chief, Fefen Island

' 'P,rivate Seclor |
* Agent for Caroline Islands AT o SR
Mr. Sabino S. A'é_;or - "General Manager, Truk Transportation Company .
| Stale_'of Yap
: Ofﬁcé of the Governor

Mr. Vincent Figir . R GO\’._ﬁf_nOl_‘. _
Mr. Matthias Kuor Lt Governor

Clgza



Mr. John Lingmar Special Assistant for Quter Island Affairs

" Department of Public Utilities and Contracts
Mr. Moses Marpa Manager, Transportation

Deparlment of Resources and Development '
Mr. Andy Tafileichig Chief, Yap Marine Resources

Department of Resources and Development |
Mr, Patrick Peckalibe - * © - Assistant General manager, Yap Fishing Authority

Municipatities in the outer islands

' Ulilhi_atoil _
Mr. Phillip Yatch - Chief, Falalop Istand
Mr, Anheno Taidow o Chief, Mogmog Istand

Mr. Jace Langel ' " Efder of the Island, Asor Island

anate Sedor
Agent for Caroline Islands - L o S
Mr. Cyrit Chugrad . ‘ ~ General Manager, Waab Transportation Co., Inc.

State of Kosr_ée

Office of the Governor :
Mr. Gaius Nedliu: I Dlrector Depar[ment of Admlmstratlon :

: Departmenl of Transporlahon & Uhh(y ‘
Mr. Robert Weilbacher - Director

Mr. Ra;mond ’l‘uhensru R Dmsmn of Auport/dock and Harbor

Depaﬂment of Fisheries and Manne Résources

Mr. Dais Aloka ' Director :

M. Mitchuo ’l‘lmolhy ' _ Administrative officér R
Mr. Tony Braham " Chief, Division of Fisheries & SmVetlianCe
Mr. Roosten Abraham ' Fisheries Specialist S

- Mr. Killion_ Isisaki . Fisheries ’_I‘echmcnan

Development Rewew Commlttee _ P
Mr. Simpson K: Abraham = Administrator

Republic of Marshéll Isl.z.lhds :

La Forcc Shipyard lnc (jomt Venlme (,ompany) P
" M, Chales Domnic Represcntatwe for Marshall paﬁner of the JN

Ceme



Pacific International Inc. (Tobolar) -

M, Jerry Kramer General Nianager
Guam _

" Agent for Kyokuyo's vessels FE -
Mr. Gabriel Ko Manager, Guam Shipping Agency -
Workshop _ G Fla L
Mr. Conrado G. Gauyan : Manager, Casamar {Guam), Inc,

Pacific Welding Company.

National Federation of Flsheucs Co- operatwe Associations (Guam)

Mr. Michio Shimizu - Ov erseas Business section of Petroleum & Flshmg
. Matcngls Dept.
Mr. Shingo Ishiyama - do—

E Enibassy' of Japan in the FSM

Mr. Kiyoshi Nishikawa _ - Charge d'Affaires ad interim
Mr. Susumu Nakazawa -~ - First Secretary : :

_'Ms. Kayb Tsusaka . . First Secretary
Mr. Yasuyuki Qzaki : '

" Fisheries Experts S
. Mr. Masato 0u1sh1 - OFCF

“ Mr. Rydta Nakamura .- OFCF

Mr. Shm Sasao " OFCF .

_lapan Overseas Cooperahon Vo!untee:s '

- Mr. lhrpnobu Moteki . - - Department of 'l‘ransportation & Uitity, Kosrae
Ms. Akiko Ikeguti Department of Fisheries & Marine Resources, Kosrae
- Ms. Kumiko Okamoto e Deparlment of Fisheries & Manne ResourLes Kosrac

- 3-*2 .' Explanahon =(’:f .th.e .‘Ol.lllilié.()f Basic‘ Dgsigd '. o
a TheFSM QGVemmént .. o |
D.epadn.lént:o.f Transporiahou & Cbmmﬁnica:tiﬁn_é '
~ Mr. Lukner B. wénbacher' Secretary

 Division of Marine trahspd'rtation .
" Mr. Weiner H., Hadley Admm1strator of the Division of Marme transportahon

- Mr. Matthias ], Ewarmai Manager, Sea 'l‘mnspOrtann Syslem Developnient
. R - Branch
“ Mr, Matthias R, Mangmog Managcr, Marine Safe’ty & lnSpectlo_n Bran_ch

. ._.. 85_-_ _. .



Mr. Kim Young Po * Manager, Technical Branch
Department of Resources & Development
Mr. Sebastian Anefal

Secretary
Mr, Moses Nelson

Administrator, Marine Resources Division B
Depariment of External Affairs
Mr. Lorin Robert

- Mr. James Lukan
Mr. Lanry Raigetal

 Assistant Secretary _
Depuly Assistant Secretary
Foreign Service Officer, Asian Affahrs

Embassy of Japan in the FSM . | _
Mr. Kiyoshi Nishikawa ~ Charge d'Affaires ad interim
- Mr. Susumu Nakazawa First Secretary
Mr. Yasuyuki Ozaki '

| Fiéheﬁes Experts L
Mr. Masato Quishi _ " OFCF

Jjocy . : _ S
Mr. Kazuo Nishida Department of Resource Management and
' ' Development, Pohnpei . - - '
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" 4. Minutes of Discussion

MINUTES OF DISCUSSIONS

BASIC DESIGNSTUDY
ON THE
"PROJECTFOR CONST RUCTION OF INTER-ISLAND VESSELIN THE FEDERATED
STATES OF MICRONESIA |

In response to the request from the Government of thc Federated States of Micronesia
(FSM), the Government of Japan has decided to conduct a basic design study on the
Project for Construction of Inter-Island Vessel (hereinafter lcferrcd to as "the Project”)
and cntrustcd the study to the Japan International Coopemtlon Agcn{:y {JICA)

: JICA has sent to ISM ‘a basic d031gn study team headed by Mr. Haruo SAllO Fisheries
~Agency, Ministry of Agncuilure Forestry, and Fisheries, and the Team is scheduled to
: 'sta) in the country from August 19to September 15, 1996.

T he team hcld a series of discussmns w1th the offmals concemed of lhc Govcrnmcnt of
E SN and conduclcd a f;eld survey “at the sludy area ' :

in thc course of thc d;scussmns and the field survey, both parhes have conflrmcd tlle

- main items’ dcscnbcd on the attached sheets. The leam w1ll proceed to l'urthor work and
' prepare the basic de&ugn study report = . . _

- Pohnpei, 29 August , 1996

Harue QA!IO o ) LOII\ ROBER’I

Leader ' . - 7 Assistant Secretary .
~ Basic Design Sludy !‘cam ' ‘ Department of External Affa:rs .
: !lCA .' - _ o - The Government of the Federated States of
: S . ' ' Micronesia e

| -* 87~ .



- ATTACHMENT

~ Objective

The objective of the Project is o iniprove the transporlation capabilily, eperalional

efficiency and cost cffectiveness of the national sca transportation services by

| providing a replacement vessel of the MS Caroline Islands so as to contribute to

lifting social and cconomic standard of inhabitants of the ouler istands as well as
development of fisheries as a targel industry of the area.

. l’roiect Site

* The veSSel will ljebasedin the Port of Pohnpei.

.I*xecutmg Agency

Department of ['rausporlatlon & Commumeahons (D"t(‘) is responsible for

_ admmlslralzon and eweeut:on of the pro;ect

o Coordmatmg Agency

Department of Resoyrces & Development (DRD) w:ll be lhe Coordmatmg ageney of
the pro;eet since coordination belween DIC and DRD in the process of planmnc :
operation of the vessel is 1mportant in. order to achleve an ultlmale e,oal of the
pro}eel namely to promole soc1al and econo:me development of the outer islands.

. ;'llems req uested bythe Govemment of FSM

One landmg craft type vessel with such specnhcatlons as slated below is requesled b
the Government of FSM.

- The basic {eature uf the vessel is of landmg cmfl type eargo carrier.

- The service speed is about 10.5 knots. ; : :

- The complement of the vessel contains maximwm 23 crew and 12 passengere
* Type of the cargo handlmg system is preferably union purchase syqlem

Prmcnpal parheulars and other aspeets of spectf:eatlons of the vesseI Wlll be
determmed after l'urther studles ' :

Japan s Gr.mt Ald System

l), lhe Govemment of ISM has understood lhe syc;tem of lhe Iapans (,ranl md
e\(plamed by lhe [eam The main feature of the system is described in ANNEX
L :
2) The Government of l‘;M w:ll take necessary measures descnbed in ANNEX I
for the smooth nnplemcntahon ‘of the Project on condltmn that the ¢ ,mnt Aid
© by the Government of Japan is extended to the [’r0|ecl :

Lo

<y
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Opcralxou & Maintenance

DTC shall secure sufficieat budget and assipnment of appropriate | numbcr uf crew
neccqsary for proper opcralmn and maintenance of the vessel. '

Fucther Schedule of the Study

1) Several meinbers of the team: will proceed further slud:es in lb\{ until

: Septcmber 15,1996

- 2) JICA will prepare the draft basic dQSlgll of tlm pm]ecl and dlspatch a mission in

- order to explain its contents around the end of October 1996.
3) In case that the conlents of the design is accepted in principle by the
Government of FESM, JICA will complete the basic design study report and send
it to the Government of ISM by the end of I'ebruary, 1997. ' :

T L



 ANNEX I JAPAN'S GRANT AID SCHEME

1. Graunt Aid Procedure

n Japan's Grant Aid Program is encuted thmugh the followmg procedures

Application (Request made bya recnplent cotintry)

Study : - (Basic Design Study conducted by jICA)

Appraisal & Approval  (Appraisal by the Government of ]apau and Apploval by
S ' Cabinet) L :
Determination of - (The Notes exchanged between thc Governmcnls of Japan

Implementation - and the recipient country)

2)  Firstly, the application or request for a Grant Aid project submitted by a recipient
country is examined by the Government of Japan (the Ministry of Foreign Affairs)
to determine whether or not it is eligible for Grant Aid. If the request is deemed
appropriale, the Governmcnt of Japan assigns JICA to conduct a study on the
request.

Secondly, JlCA conducts the study (Basnc Dc51gn Study), using ]apanesc consultmo
flrms

Thirdly, the Government of Japan appralses the prolcct to see whelher or not it | 1s
“suitable for Japan's Grant Aid Program, based on the Basic Design Study report
prepared by]l(,:\ and the rcsults are then submitted to the Cabinet for approva]

Fourthly, the projeci, once approved by thc Cabiuct, be@:omes official with_ the
lExchangc of Notes signed by the Govermncnts of ]apan and the recipient c'ountry.

lmall\, for the lmplcmcntatlon of the pro;ect }{CA assxsts the rccnplcnt country in
such matters as preparmg tenders, contracts and so on -

2. Basic Design Study
) Contenis of the Study

The aim of the Basic Desngn Study (hercmafter referred to as- the Study ),

conducted b)' JICA on a requested project (hereinafter referred to as “the Project”), is

to provide a basic document necessary for the apprmsal of thc Project by the
~ Government of Japan. 1hc contents of the Sludy arc as {ol!ows

a) conhrmation of the background, objectwes and benchts of the [’ro]C(:t and alﬂo .
- institulional capacily of agencies concerned of the rec1prent country necessary - -
for the Project’s implementation; < '
b)  evaluation of the appropriatencss of the Pro;cct to be lmp!emented under the
Grant Ald Scheme from the tcchmcal somal and econom:c pomts of \ vncw e

ez 7



2

:‘Japan s Grant Ald is exlcndcd in accordance wnth thc Notcs exchanged by the two

¢ conf:rmahon of 1tems agreed on by both parties conccrmng the basic concept of
- the Project;

© d) . preparation of a basic design of thc Project; and

¢) estimation of costs of the Project.

The contents of the original request are not necessatily approved in their initial

form as the contents of the Grant Aid project. The Basic Design of the Project is
confirmed considering the guidelines of Japan's Grant Aid Scheme.

~The Govcrnmcnt of Japan requests the Government of the recipient country to take

whatever measures are necessary to ensure ils self-reliance in the lmplemcntallon

of the I’ro;ect ‘Such meastres must be guaranteed even through they may fall

outside of the )unqdlchon of the organization in the recipient country actually

implementing the Project. Therefore, the implementation of the Project is
- confirmed by all relevant organwallons of the recipient country through the
~ Minutes of Dlscussmns '

‘Selection of Consu!tants '

- For the smooth lmplementahon of the Study, ]l( A uses a consulting flrm selected

through its own procedure {(competitive proposal). The selected firm participate tlle
Study and preparc a rcport based upon the lcrms of reference sct by][C[\

3 At the begmmng of 1mplementatmn after the xchango nf Notcs, for the qcrwces of
" the Detailed Design and Construction Supervision of the Project, JICA recommends
" the same consulting firm which participated in the Study to the recipient country,

in order to maintain the technical consistency between the Basic Design and
Detailed Design as well asto avmd any undue deldy cauc;ed by the sclcctlon of a new
consultmg l’nrm ' o :

: jépé:i‘s Gr'a'ﬁf Ai’d'Sc'heiné
1)

: The Grant Aid l’mgram provndes a recnplcnt country w:lh non- rclmbursable funds -

What is (‘rant Ald?

to procure the facilities, equipment and scrvices (engmcermg services and
transportahon of ‘the products ‘ete.) for cconomie and social development of the

country under prmaples in” accordance with the r(-lcvam laws and regulations of

japan Grant Ald is not suppl(ed lhrough lhe donalmn of matenals as such.

Fxchange of Netes (L/ N

Goyernments conccmed in wlnch the nb]cclwcs of the project, period of execution,

L CondlllOllS and amount of the Grant Ald cle, are conhrmed

. i
. r
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5) Necess;ty of Ve:ifi(:ation"

~"The peiiod_of the Grant” means the one fiscal year which the Cabinct approves the
© project for.- Within the fiscal year, all procedure such as exchanging of the Notes,

concluding contracts with consulting firms and contractors and final payment to
them nmwust be completed. ‘ S
However, in case of delays in dehvery, mstallatlon or construchon due to
unforeseen factors such as weathcr, the period of the Grant Aid can be further
extended for a maximum of one fiscal year at most by mutual agreement beliveen
the lwo Governments,

Under the Grant, in: prmaple Japanese products and services mcludmg transport or

. those of the recipient country are to be purchased.

: When lhe luo C Ovemments deem it necessary, the Grant Aid may be used for the

purchase uf the products or services of a third country.

I{owever lhe pnmc contractors, namdy Lonsultmg, Contmctmg and procurcmcnt
firms, are limited to "Japanese nationals”. (The term “Japanese nationals” means
persons of Japanese nationality or }apanese Corporattons controlled by persons of
Japanese nahonahty)

The CoVernment of the recipient country or its de31gnatcd authorlty wlll concludc -

. conlracts dcnommated in Japanese yen with Japanese n'monals Those contracts

..+ shall be verified by the Government of Japan. This " Verification” is deemed
.- necessary Lo secure accountability of Japanesc taxpaycrs. ' c

6

Undertakings required to the Govéi'nment of the recipient country

a)  to secure a lot of land neccssary for the construchon of the Pro;ect and {0 clear
the site; - - ' -

b}  to provide fac:htles for dlslnbullon of eleclrncnty, water supply and dramage
and other incidental facilities outside the site; - : S

¢)  to ensure prompt unloading and customs clearance at porls of dlsembarkalmn

. in the recipient country and mtemal tlansportahon thercm of the products
purchased under the Grant Aid; SR

) to exempt Japanese nahonals from customs dutles, mtcmal laxcs aud [lscal

... levies which may be unposed in the recipient counlry wnth respect to the
“supply of the products and services under the verified conlracts, '

¢) to accord Japanese nationals whose services may be required in conncdlon

with the supply of the products and services under the verified conlracts such
- as facililies as may be neLessary for their en{ry mto lhe remplent country and
- "s{ay therein for the. performan(te of their work; o : '

| '_{)'  to’ensure thal'the fadilitics constructed and products purchased undcr the

~ Grant Aid be mamtained and tsed propcrly and effectively for the l’mjecl and

g to bear afl the expenses other than those covered by the Grant Ald necessan -

for the Project.

. Y
: LUy
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”

8)

9)

"Proper Use”

The recipient country is required to maintain and use the facilities constructed and
equipment purchased under the Grant Aid properly and cffectively and to assign
the' necessary staff for operation and maintenance of them as well as to bear all the

expcnscs other than those covered by the Grant Aid.

"Re-export”

The products purchased under the Grant Ald shall not be re—exported from the
recipient country.

Banking Artahgcmehf(Bl A) _ _

a) The Government of the recipient country or its designated authorlty should
‘open an account in the name of the Government of the rcc1plent countey in an
authorized foreign exchange bank in Japan (hereinafter referred to as “the
Bank”. The Government of japan will execute the Grant Aid by making
payments in Japanese yen to cover the obhgallons incurred by the
Government -of the recipient country or 1{3 des;gnated authority under the
verified contracts, ' ' : ‘ : S

b)  The payments will be made when payment requests are presented by the Bank

- to the Government of Japan undcr an Authorlzahon to Pay (A / P) lSSUCd by lhe
| Govemment of rec;pxent country or its des;gnated authonty
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ANNEX 11: UNDERTAKINGS BY THE GOVERNMENT OFFSM

10.

1"
: necessary for the Pro;cct

To secure a lot of land ncg:c_s'saty' for the Project

- To clear, level and rcclalm the snte for the Project prior to the conuneicement of the

construction.

To provide a proper actéss'ro':id to the Project site

To undertake incidental outdoor works, such as gardcmng, fencing, extermr

!lghtmg, and other incidental facilitics in and around the Project site, if neccssary

“To ensure prompt tmloading, tax éxemption and "custom‘s' clearance al ports of

disembarkation in FSM and internal transportation thcrem of the products
purchased under the Japans Grant Aid.

To exempt Japanese nationals from customs duties, internal taxes and fiscal levies
which may be imposed in FSM with respect to the supply of the producls and

.- setrvices under lhe venhcd contracts.

To accord Japanese nahonals whose scrvlces may be reqmrcd in conncctlon with the
supply of the products and services under the verified contracls such facxhtles as

may be necessary for their entry into FSM aud stay thcrem for the pcrformancc of '
their work.

To bear commissions, namely advssmg comm:ss:ons of an Authorlzatlon to I’av

(A/P) and payment commissions, to the Japanese forelgn cxchange bank for the - |

banking services based upon the Bankmg Arrangement (B/A).

To . provide necessary permissions, licenses, and other authormatlon for
implementing the l’mject if necessary.

To ensure that the facilities constructed and cqulpment purchased under the }apan s
Grant Aid be maintained and used pmpcrly and effectively for lhe Project,

To bear all the expenscs, other than those covcrcd by the japans Crant Atd

~94-



MINUTES OF DISCUSSIONS
BASIC DESIGN STUDY
’ ON o .
THE PROJECT FOR CONSTRUCTION OF INTER-ISLAND VESSEL -
THE FEDERATED STATES OF MICRONESIA
{ Consultation on the Draft Basic Design )

In August 1996 the Japan lnternational Cooperatlon Agency {JICA) dispatched a
Basic Design Study Team on the Project for Construction of Inter- Island Vessel
(hereinafter referred to -as "the - Project") Lo the Federated  States of
Micronesia. As a result of series of discussfons, field survey in FSM, and
" technical assessment conducted in Japan, JICA preparcd the Draft Basic Design

of the Project.

" In order to ékplain and consult the ESM side on the components of thé bDraft
- Basic Design of the Project, JICA sent to FSY the Study Team headed by
© Mr. IWAMOTO, Yasuaki, Grant Ald Pivisien, Ministry of Foreign Affairs. The
team stayed in FSM from October 30 to November 7, 1996 and submitted the draft
basic desigu of the Project to the FSM side on October 31, 1996.

'As a ‘result of discussions. both sldes in principle agreed to recommend the
- main’ items of the Project descrihed in the attaches sheets to their respective
" governments. “The Tean will proceed to further hOka ang - flnalize the Basic

Design Study Report

. Pohnpei, November 6, 1996

e ?\ ﬁ\ “"ﬂ

”lwAHoTo Yasuaki : : Loril ROBERE—— >

3 Leader : : ' o _Assistant Secretary
::_Basic Design Study Team ' . Department of External Affairs
Jiea o } : ' The Government of the Federated States

of chronesia



" ATTACHMENT

Participants In the Discussions . _
During the team's stay in FSM from Octoher 30 Lo November 7, 1836,
Japanese and I'SM sldes had a serles of disbussions on lhe Uraft Basic

‘Design of the Project. List of participanls in the discussions {s Shown

in ANNEX I.

Draft Basic Design of the Project

~ The Goverament of FSM has in princible accepted the Draft Dasic Desiga of

the Project, namely the draft basic design of lhe .project vessel,
proposed by the team with some allcratluns The design confirmed by both
sidcs is shown in ANNEX II,

"Japan s Grant Aid System

1} The Government of FSM has underslood lhe systcm of Lhe Japau S Grant
Aid explained by the team; thc main fpature of the system is described
~in ANNEX II1. : . :

2) The Government of FSM will take necessary measures, described in ANNEX
IV for  smooth implementation of - the Project if ' the Grant Ald
" Assistance by the Government or Japan 1s extended to the Project.

"Further Schcdule

JICA will flnalize the Basic Design Study Report In accordance with the
confirmed compdnents of the. Projecl. and send it to the Government of FSM
by the end of Pebruary, 1996, - :

g dr\)



ANNEX I:

LIST OF PARTICIPANTS IN THE DISCUSSIONS

1. Japanese Side

Mr.

Vasuaki IWAMOTO  Leader 8asic Design Study Team
Grant Aid bivision, Economic Cocperation Burcau,
Ministry of Forcign Affairs. ' '

. Toshinori UQGYA " Technlcal Adviser

" International Affairs Division, Fisheries Agcncy.

2.  FSM
Mre.

Mr.

Hr.

Ministry of Agriculture, Forestry and Fisheries.

. Mikio TOYONAGA Chief Consultant Ship operalion planner

Kyokuyo Co., Ltd.

. Yasunari KOYANAGI Ship building enginecr.

Kyokuyo Co., LTD.

Side
Lukner B. WEILBACHER Secretary

Depariment of Transportation & Comnunications :

Sebastian ANEFAL Secretary
Dcpartment of Resources & Development.

Lorin ROBERT - ' Assistant Secretary

Department of External Affairs.’
. James LUKAN " Deputy Assistﬁnt Secretary. Asian Affairs
~ Department of External Affalrs. : '
. Larry RAIGETAL = - Forelgn Serv1ce Officer. Asian Affairs

Department of Externa] Affalrs

. WQincr H HADLBY Administrator. Division of Warine Transportation

Department of Transportation L Communications,

. Matthias J. EWARMAIT ﬂanager, Sea Transportation System Development

Branch, - Division of Warine Transportation pepartment of T. & C..

. Matthias R. MANGMOG Hanager.’Marine Safety & Inspection Branch,

pivision of Warine Transportation, Department of T. & C.

. KIM YOUhG PO Wanager. Technical Branch,

Division of Marine Transportation Department of T. & C

Mr.

A Moses NELSOV . Administrator Dtvision of Marine Rcsources

- Department of Resources L Deveiopment

@
;
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ANKEX 11: - THE DRAFT DASIC DESIGN OR TIIE PRDJECT

1. Component of the Project

One inter-island transport vessel

2. Principal particulars of the vessel
Type of vessel: a landing craft type

Length overall:  App.

Breadth: ‘App.
Drafi: App.
 D/¥ tonnage: App.
D/W cargo: App.

Cruising speed: App.
© 1900 ps X 2

Main englne:
Complement: Crew

57.0 m
11.¢m
3.7 m
850 tons
1210 m®
10.5 knots

23 p.

Passenger 12 p

0%



ANNEX [11: ~ JAPAN'S cmm AID SCHEME

1. Grant Ald Pracedure ; '
I)Japan s Grant Aid Program is executed through the following pracecdures.

Application (Request made by a reciplent country)

Study A (Basic Design Study conducted by JICA)

Appraisal & Appraval (Appraisal by the Government of Japan and
-Approval by Cablnet}

Determination of {The Notes cxchanged between the Governments of

E''Irnpleamé'ntati()n ' Japan and the reciplent country)

-Pirstly, the applicatton or request for a Grant Atd prOJect submitted
by a recipient country is examined by the Lavcrnment of Japan {lhe
" Ministry of Forelgn Affairs) to determine whether or ‘not it 1is
eilgible for Grant Ald. If the request is deemed approprlate. the
'-Government of Japan asslgns J]CA to conduct a study on the request.

: Secondly. JICA conducts the study (Basic Design Study) uslng Japancse'
"consulttng ftrms

Thirdly. the Government of Japan appraises the project ‘to see whether
" or mnot it is suitable for Japan’ s Crant Aid Program, based on the

Basic Desxgn Study report prepared by JICA, and the results arc then

submitted to the Cabtnet for approval " SR

‘ Fourthly._the proJect. once approved by the Cabinet becomes offictal
: swtth the ‘Exchangé of Notes signed by the Governments of Japan and the
frectpient country : : : : :

Finally. for the lmplementatton of the ‘project, JICA assists the
s“rectpient cauntry in such matters ‘as prepartng tenders. contracts and
$0 on. ' : -

2. Basic Design Study

1) Contents of the Study
The aim of the Basic Design Study (hereinafter rererreﬁ to as "the
 Study” i conducted by ~JICA on a requested project (hereinafter
" referréd- to 'as "the Project"),- Is to provide a basic document
'necessary for the appralsal or the Project by the Govcrnment of Japan :

! The ‘contents of the Study are as follaws' :
- a) eonfirmat[on ‘of the backgrﬁund ~objectives  and beneftts of the
: ProJect and also ‘Institutional capacity of agencies concerned of -

T



 the recipieat country necessary for the Preoject’s implementation: .
b) cvalualion of the appropriateness of Lhe Project lo be implemented
~under the Grant Aid Scheme from the technical, social and economic
- points of view; _
¢} confirmation of items agreed on by both partles concerning the .
~ basic concept of the Project; . : o
d) preparation of a basic deslign of the Project: and
~¢) cstimation of costs of the Project.
The conlents of the original request are not necessarily approved
in their initial form as the contents of the Grant - ‘Ald project.
The Basic Design ~of the Project 1is confirmed considering. the
guidelines of Japan's Grant Aid Scheme.

The  Goverament of Japan requests the Government of the recipient

country to take whatever measures are necessary to ensure -its self-

- reliance In the implementation of Lhe Project. Such oeasures must be

. guaranteed even through they may fall oulside of the jurisdiction of
the organizatfion in the recipient country actually implementing the
Project. Therefore, the ifmplementation of the Project s conlirmed by

- all 'releuant organizations of the recipient country through the
Minutes of Discussions ' '

- 2) Selection of Consultants . -

7For the smooth implementation of the Study. JICA uses a consulting

S firm selecteo through its own procedure (Competitlve proposal] The
selected firm partielpate the Study - and prepare a report based upon '
the terms of reference set by JICA. : :

At the beginning of inplementation after the Exchange of Notes.'ror
the services of the Detailed Design and Construction Supervision of
the Project, JICA 1ecommends the same consultlng rlrm which parti-

. clpated in the Study to the recipient country, ln order Lo maintain

... the technical consistency hetween the Basic Design and Dctailcd besign
‘as well as to avoid any undue delay caused by the seleetlon of a new
consulting firm, : :

3. Japan's Grant_nid Seheme

1) What 1s Grant A1d? R S S I LS
_ - The Grant Ald Program provides a recipient eonntry with non-
_ i retmbursable funds to proeure the facllities. equlpment and serviees
.;fgu',{engtneertng services angd transportatton of _the. products, etc.) for
~ economic . and social development of the country under princtples in
accordance with the relevant laws. and regnlatlons of Japan. - Grant Ald
“ is not supplied through ‘the donation of materlals as such,

b &
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2) ixchange of Notes (B/N) .. :
“Japan's Granl Aid is cxtended in accordancc wlth lhe Notes exchanged
- by . the twoe Governments concerned, in hthh the objectives of the
project, perled of execution, conditlons ‘and -amount of the Grant Aid,
ctc. . -are confirmed,

3) *The period of the Grant“ means the ~one fiscal ycar which the
Cabinet approves the  project for. Within the flscal year, ail
procedure such as exchanging of  the Notes. concluding centracts with
consulting firms and contractors and final payment to them must be
coapleted. : :

However,  in case of dclays in delivery,- 1nstallation or construction
. due to unforeseen factors such as weather, the period of the Grant Ald

can be further extended for a maximum of one fiscal year at most by
“mutual agreement between the two Governments.

4) Under the Grant, in principle, Japanese products and services
including transport or those of the recipient country are to be
-purchased. “when the two Govermments deem it nccessary. the Grant Aid
'may be used for the purchase of the products or servlces of a third
country. _ : _ '

~ However, the prime contractors. namely consulting. contracting and

. procurement firms, are' limited’ to "Japancse natfonals". {(The term

"Japanese nationals“ means persOns ‘of Japanese nationality or Japanese
K corporatlons controlled by persons of Japanese nationality }
5} Necessity of "Verification' Do _ o

' ﬂThe Government of the reclpient country ot lts designated authority

- will conclude contracts denominated in Japanese yen with Japanese

- nationals. Those contracts shail be verified by the Government of

~ Japan. This_“Verif:cation" is deemed neccssary to secure account-

- ability of Japanese taxpayers o -

6) Undertakings requircd to the Government of thc recipient country
: a) to secure & lot of land necessary for ‘the construetion “of the
: Project and to clear the slte, '
b} to providc facillties for distribution of elcctricity. water supply
 and dralnage and other incldental facilities outside the site;
"¢} to énsure prompt unloading and- cu$toms clearance at ports of
" disembarkation in the reciplent country ‘and internal transportation -
‘therein of the products purchased under the Grant Ald:

d} to exempt Japanese nationals fron customs dutles, internal taxes
and flscal levies which may be imposed in the recipient country
with respect to the supply of the products and services under the
verified contractsy

" ¢) to accord Japanese nationals whose services may ‘be 'required in

- l_(ll-_-
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connection with the supply of the products and services under the
verified contracts such as facilities aS'mey be necessary for thelr

eatry into the recipient country and stay thereln for the
perrormance of their work; o

f) to ensure that the facilities constructed and preduets purehased

under the Grant Afid be maintained and used properly and effectively
for the Project; and

g) to bear all the cxpenses other than thnse_-covered Jy the Grant
Aid, necessary for the Project.. S

"Proper Use” :

The reeipient country 1s reéeguired to maintain and use the facilities
constructed and cguipment purchased under the Grant Aid properiy and
erfectiveiy and to assign the nccessary staff for operation and
maintenance of them as well as to bear all the expenses other than
those covered by the Grant Aid.

"Re- export' .
The products purchased under the Grant Aid shall not be re- exported
from the recipient country : : :

Banking Arrangement (B/A} _

a] The Government of the recipient eeuntry or its designated authority
shnuld open an account in -the name of the Government - of Lhe
recipient country in an authorized foreign exchange bank in Japan
(hereinafter referred to as “the Bank". :

" The Government of Japan will execute the Grant Ald by maklng E
! payments in Japanese yen to cover the obligations incurred by the
Government of the recipient country' or lts designated aulhorlty =
" under the verified contracts. ‘ : -
b} The payments will be made when payment requests are presented by
 the Bank to the Government of Japan under an Authorization to Pay
L (A/P) - 1ssued by the Govarnment of reciplent ‘country or its
* designated authorlty. T
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ANNEX IV:  UNDERTAKINGS BY THB GOVERNMENT OF FSM
1. To secure a lol of land nccessary for the Project.

2. To'clear.'levei end‘reciaim__theLJSitc for the Project prior to the
commencement of the construction. '

3.  To provide a proper access road to the Project site.

4. To undertake .incidental outdoor works, such as gardeaing, - feacing,
| exterior lighting, and other incidental facilities in and around the
~ Project site, if necessary :

5. | To ensure prompi unloading, tax exemption and customs clearance at ports
of disenbarkation in FSH and internal transportalion therein of the
" products purchased under the Japan's Grant Ald. - '

6. To exempt'Japanese nationals from customs. duties “internal taxes and
fiscal levies which may be imposed in ¥SM with respect to the supply of
the products and- serviccs under the verified contracts

7. To accord Japanese nationa]s WhOSB serviccs may bc required in connection
© with the supply of the produets and services under the vcriritd contracts
~ such racllities as may be ncccssary for their entry into FSM and stay

' therein for the performance of their work. ' g e

8. To bcar commissions..namely advising commlssions of an Authorization te
- Pay (A/P} and paynent compissions, to the Japancsc foreign exchange bank

ror the banking servlces based upon the Banking Arrangenent (B/A)

: 9." To provlde nccessary permisslons. iiccnses. and other authorization for
"'1mplement1ng thc Project if necessary '

' -10.'rTo ensure that the racilltles constructed and equipment purchaSed under
<._the Japan £ Grant Aid be maintalned and used properly and efrectively for
= the. ProJect. -

'f_11.=eTo bear all the expenses other than those covered by the Japan's Grent

Ald, necessary for the Project.
sz
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