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Minutes of Discussions
on the Implementation Review Study
on The Project for Expansion of Betio Port
in the Republic of Kiribati
(Explanation on Draft Report)

in June 2009, Japan International Cooperation Agency (hereinafter referred to as “JICA™)
dispatched a Implementation Review Study Team on the Project for Expansion of Betio Port
(hereinafter referred to as “the Project”) to the Republic of Kiribati (hereinafter referred to as
“Kiribati*), and through discussion, field survey as well as afler technical examination of the results
in Japan, JICA prepared a draft report of the study.

In order to explain and consult with the officials of the Government of Kiribati on the
components of the draft report, JICA sent to Kiribati the Outline Design Explanation Team
(hereinafter referred to as “the Team™) which is headed by Nariaki Mikuni, Senior Resident
Representative, JICA Fiji Office from July 22 to July 29, 2010.

As the result of the discussion, both parties confirmed the main items described on the attached
sheets hereto;

Tarawa, July 28, 2010

@ AL (.5

Mr. Nariaki MIKTINI Ms. Miire Raieta

Leader for Permanent Secretary

Qutline Design Explanation Team Ministry of Communications, Transport and
Japan International Cooperation Agency Tourism Development

Japan The Republic of Kiribati

e

Ms. Rubee Fromanga
General Manager
Kiribati Ports Authority
The Republic of Kiribati
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ATTACHMENT

1. Contents of the Draft Report _
The Kiribati side agreed and fully accepted the contents of the draft final report explained by
the Team.

2. Japans’ Grant Aid scheme
The Kiribati side understands the Japan’s Grant Aid Scheme and the necessary measures to
be taken by the Government of Kiribati as explained by the Team and described in Annex-1.

3. Schedule of the Study
JICA will complete the final report in accordance with the confirmed items and send it to the
Government of Kiribati by August, 2010.

4, Cost Estimation
The Project Cost FEstimation, as attached in Annex-2, is confidential and should never be
duplicated or disclosed to any outside parties before the signing of all the contracts for the

Project.

5. Other Relevant Issues
5-1. The Kiribati side understood the necessity for utilizing existing equipments to fulfill output.

5-2. The Kiribati side shall continue maintenance of eguipments appropriately, including
equipments procured by the Project.

5-3. The Kiribati side shall bear the banking commissions as a condition for the Japan’s Grant Aid
to be implemented, and secure the sufficient budget to cover the following cost.
1) The commissions for the banking services based upon Banking Arrangement (B/A)
2) The advising commission of the Authorization to Pay (A/P).

5-4. The Kiribati side ensured that tax exemption for the Project shall be fulfilled in a timely
manner, as a condition for the Japan’s Grant Aid to be implemented.

5-5. The Kiribati side shall secure enough budget and personnel necessary for operation and
maintenance of the port, equipments and relevant facilities constructed by the Project.

5-6. The Kiribati side understood that the Team is not in a position to guarantee implementation of
the Project.

5-7. The Kiribati side shall make a question to Ministry of Foreign Affairs in Japan through
Embassy of Japan in Fiji for implementation of the project, if necessary.

Annex-1: Major Undertakings to be taken by Each Government
Annex-2: Project Cost to be borne by Japan’s Grant Aid
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Major Undertakings to be taken by Each Government

Annex-1

lterns

To be covered
by Grant Aid

To be covered by
Recipient side

To secure land

To clear, level and reclaim the site when needed

Relocation, improvement and/or repair of existing utilities(power lines,
telecommunication lines, water lines, etc.), if necessary

To bear the following commissions to a bank of Japan for the banking services
based upon the B/A

1)} Advising commission of A/P

2) Payment commission

To ensure prompt unfoading and customs clearance at the port of disembarkation in

recipient country

1) Marine(Air) transportation of the products from Japan to the recipient country

2} Tax exemption and custom clearance of the products at the port of
disembarkation

3) Internal transportation from the port of disembarkation to the project site

To accord Japanese nationals whese services may be required in connection with
the supply of the products and the services under the verified contract such
facilities as may be necessary for their entry into the recipient country and stay

therein for the performance of their work

To exempf Japanese nationals from customs dufies, internal taxes and other fiscal
levies which may be imposed in the recipient country with respect to the supply of

the products and services under the verified contract

To maintain and use properly and effectively the facilities constructed and

equipment provided under the Grant Aid

To bear all the expenses, other than those to be borne by the Grant Aid, necessary
for the transportation and installation of the equipment
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Annex-2

(CONFIDENTIAL|
Project Cost to be Borne by Japan’s Grant Aid

The total project cost necessary to implement the Project is estimaied at 3,146 Million Yen. The
costs to be borne by both governments, Japan and Kiribati, as described in the draft report of the
Outline Design Study and respective details are estimated as follows on the conditions shown in (3)

below.

(1) Cost borne by the Government of Japan
Total Cost:  approximately 3,125 Million Yen

Ttem Estimated Cost (Million Yen)-
Pier
Facility Port Facility Access Trestle 2,831
Navigation Aids 2,959
, Cargo Handling | Forklift
Equipment . . 128
Equipment Tractor and Trailer
Consulting | Detailed Design 51 166
Services Construction Supervision 115

Notes: The cost estimates in the above table are provisional and will be further
examined by the Government of Japan for the approval of the Grant.

(2) Cost borne by the Government of Kiribati
Total Cost approximately 299.2 Thousand A$ (Approximately 21.1 Million Yen)

1) Bank Commission 442 Thousand A$  (app. 3.1 Million Yen)

2) Exemption of Port Charge 108.0 Thousand A$ (app. 7.6 Million Yen)
and Stevedoring Charge

3) Free Use of Flat Barges and Tugs 144.0 Thousand A$ (app. 10.2 Million Yen)
Owned by KPA

4) Demolishment of Crawler Crane 3.0 Thousand A$ (app. 0.2 Million Yen)
on the Wharf

(3) Conditions in Cost Estimate
1) Time of Cost Estimate : June, 2009
2) Exchange Rate : 1US $=96.59 Yen 1 A%~ 70.68 Yen
3) Construction Period : approximately 36.0 months
4) Cost estimate is implemented in accordance with the guideline of Japan’s Grant Aid.

i
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(4) EXRFZEAE - HhEAE (2008 £ 6 A)

Minutes of Discussions
on the Basic Design Study
on the Project for Expansion of Betio Port
in the Republic of Kiribati

Based on the results of the Preliminary Study, the Government of Japan decided to conduct
a Basic Design Study on the Project for Expansion of Betio Port (hereinafter referred to as "the
Project”) and entrusted the study to the Japan International Cooperation Agency (hereinafter
referred to as "JICA™).

JICA sent to Kiribati the Basic Design Study Team (hereinafter referred to as "the Team™),
which is headed by Mr. Teiji Takeshita, Resident Representative, JICA Fiji Office, and is scheduled
to stay in the country from 17 June to 24 July, 2008.

The Team held discussions with the officials concerned of Kiribati and conducted a field
survey in the study area.

In the course of discussions and field survey, both sides have confirmed the main items
described in the attached sheets. The Team will proceed to further works and prepare the Basic
Design Study Report.

Tarawa, 23 June, 2008

Teiji Takeshita | David Yeetifig
Leader Pe ent Secretary
Basic Design Study Team Ministry of Communications, Transport and
Japan International Cooperation Agency Tourism Development
Japan The Republic of Kiribati
Rubee Eromaﬂga
General Manager
Kiribati Ports Authority
The Republic of Kiribati
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ATTACHMENT

1. Objective of the Project

The objective of the Project is to improve the Betio Port facilities and capacity to secure
safety and efficient cost effective cargo handling.

2. Project Sites
The Project site is the Betio Port in Tarawa, as shown in Annex-1.

3. Responsible and Implementing Organizations

(1) The responsible ministry is the Ministry of Communications, Transport and Tourism
Development (MCTTD).

(2) The implementing agency is the Kiribati Ports Authority (KPA).

The MCTTD is in charge of the planning, designing and construction work of the Project in
collaboration with KPA.  After completion of the construction work, responsibility for operation
and maintenance shall be handed over to KPA with the exception of the navigation aid which shall
be maintained by the Marine Division of MCTTD.

The organization charts are shown in Annex-2-1 and 2-2 respectively.

4. Items Requested by the Government of Kiribati
After discussions with the Team, the items below were finally requested by the Kiribati side.

1) Construction of Pier 200m long*!
2) Construction of Access Trestle 250m long*'
3) Navigation Aids

4) Cargo Handling Equipment

*!/ Appropriate location and scale shall be examined by the Team.

5. Japan's Grant Aid Scheme

The Kiribati side has shown a full understanding of the Japan's Grant Aid scheme and the
necessary measures to be taken by the Kiribati side as explained by the Preliminary Study Team and
described in the Annex-3 and 4 of the Minutes of Discussions signed by both sides on 16th August,
2007.
(1) The Kiribati side understood the Japan's Grant Aid scheme explained by the Team, as
described in Annex-3.
(2) The Kiribati side will take the necessary measures, as described in Annex-4, for smooth
implementation of the Project as a condition for the Japan’s Grant Aid to be implemented.

AR g
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6. Further Schedule of the Study

(1) The consultant members of the Team will continue further studies in Kiribati until 24 July,
2008.

(2) JICA will prepare the draft report and dispatch a mission to Kiribati in order to explain its
contents around October 2008.

(3) When the contents of the report are accepted in principle by the Government of Kiribati, JICA
will complete the final report and send it to the Government of Kiribati by January 2009.

7. Environmental and Social Considerations

(1) MCTTD shall obtain the Development Consent (Supplementary Explanation to IEE), by the
end of October, 2008.

(2) When MELAD issued the Development Consent to MCTTD, the Kiribati side shall
immediately notify the result to the Team through the JICA Fiji Office.

8. Undertakings by Kiribati Side
The Kiribati side confirmed that the following undertakings should be taken by Kiribati expenses.
(1) Stage of the Basic Design Study

1) Necessary arrangement for the tax exemption of imported equipment and materials of the
Team including their sub-consultants.

2) Removal and disposal of unexploded objects in case such objects are found. The Team will
conduct the magnetic exploration around the Project area during the Basic Design Study and
inform the result to Kiribati side by the end of July. 2008.

(2) Stage of the Projcct implementation

1) Removal of the crawler crane from the existing wharf of the new port, by the end of June,
2009.

2) Securing the temporary construction yard which is adjacent to the Betio Port.

3) Relocation and/or removal of existing utilities (power lines, water lines, etc.) from the Project
site, if necessary.

4) Budget allocation for the commissions for the banking services based upon banking
arrangement (B/A).

5) Necessary arrangement for the tax exemption of imported equipments, materials and
machineries of the Consultant and Contractor of the Project.

6) Exemption of following port charges against consignee / consignor for importing construction
materials and equipments for the Project including importing construction materials such as
rocks, stone aggregate, sand, rubble and cement.

- Literage

- Wharfage

- Loading / unloading charge

- Barge with tug hire costs for loading / unloading

9. Other Relevant Issues

(1) The Kiribati side shall submit answers to the Questionnaire to the Team, which the Team
handed to the Kiribati side, by July 14, 2008.

(2) The Kiribati side shall provide necessary number(s) of counterpart personnel to the Team
during the field survey in Kiribati.

(3) The Kiribati side shall provide a suitable space with necessary office equipment and furniture
for the Team.

Annex-1 Project Site Map
Annex-2 Organization Chart 2 ’ ‘77
4\ 2
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Annex-3
Annex-4
Annex-5

Japan’s Grant Aid Scheme
Major Undertakings to be taken by Each Government
Flow Chart of Japan’s Grant Aid Procedures
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Location Maps

Annex-1
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Annex-2-1
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Annex-3

JAPAN'S GRANT AID

The Grant Aid Scheme provides a recipient country with non-reimbursable funds to procure
the facilities, equipment and services (engineering services and transportation of the products, etc.)
for economic and social development of the country under principles in accordance with the
relevant laws and regulations of Japan. The Grant Aid is not supplied through the donation of
materials as such. :

1. Grant Aid Procedures

Japan's Grant Aid Scheme is executed through the following procedures.

Application (Request made by the recipient country)

Study (Basic Design Study conducted by JICA)

Appraisal &Approval  (Appraisal by the Government of Japan and Approval by the Cabinet)
Determination of (The Note exchanged between the Governments of Japan and
recipient Implementation country)

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 appropriate, the Government of Japan assigns
JICA (Japan International Cooperation Agency) to conduct a study on the request.

Secondly, JICA conducts the study (Basic Design Study) using (a) Japanese consulting firm(s).

Thirdly, the Government of Japan appraises the project to see whether or not it is suitable for
Japan's Grant Aid Scheme, based on the Basic Design Study report prepared by JICA, and the
results are then submitted to the Cabinet for approval.

Fourthly, the project, once approved by the Cabinet, becomes official with the Exchange of
Notes (E/N) signed by the Governments of Japan and the recipient country.

Finally, for the implementation of the project, JICA assists the recipient country in such
matters as preparing tenders, contracts and so on.

2. Basic Design Study

(1) Contents of the study

The aim of the Basic Design Study (hereafter referred to as "the Study") conducted by JICA on
a requested project (hereafter referred to as "the Project") is to provide a basic document necessary
for the appraisal of the Project by the Government of Japan. The contents of the Study are as

follows:
Ky /
% 6
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- Confirmation of the background, objectives, and benefits of the Project and also institutional
capacity of agencies concerned of the recipient country necessary for the Project's implementation.

- Evaluation of the appropriateness of the Project to be implemented under the Grant Aid Scheme
from a technical, social and economic point of view.

- Confirmation of items agreed on by both parties concerning the basic concept of the Project.

- Preparation of a basic design of the Project.

- Estimation of costs of the Project.

The contents of the original request are not necessarily 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 the Japan's Grant Aid Scheme.

The Government of Japan requests the Government of the recipient country to take whatever
measures are necessary to ensure its self-reliance in the implementation of the Project. Such
measures must be guaranteed even though they may fall outside of the jurisdiction of the
organization in the recipient country actually implementing the Project. Therefore, the
implementation of the Project is confirmed by all relevant organizations of the recipient country
through the Minutes of Discussions.

(2) Selection of Consultants

For smooth implementation of the Study, JICA uses (a) registered consulting firm(s). JICA
selects (a) firm(s) based on proposals submitted by interested firms. The firm(s) selected
carry(ies) out a Basic Design Study and write(s) a report, based upon terms of reference set by JICA.
The consultant firm(s) used for the Study is (are) recommended by JICA to the recipient country to
also work on the Project's implementation after the Exchange of Notes, in order to maintain
technical consistency.

3.Japan's Grant Aid Scheme

(1) Exchange of Notes (E/N)

Japan's Grant Aid is extended in accordance with the Notes exchanged by the two
Governments concerned, in which the objectives of the Project, period of execution, conditions and
amount of the Grant Aid, etc., are confirmed.

(2) "The period of the Grant Aid" means the one fiscal year, which the Cabinet approves, the
Project for. Within the fiscal year, all procedures such as exchanging of the Notes, concluding
contracts with (a) consultant firm(s) and (a) contractor(s) and final payment to them must be
completed. However, in case of delays in delivery, installation or construction due to unforeseen
factors such as national disaster, the period of the Grant Aid can be further extended for a maximum
of one fiscal year at most by mutual agreement between the two Governments.

(3) Under the Grant Aid, in principle, Japanese products and services including transport or those of
the recipient country are to be purchased. When the two Governments deem it necessary, the
Grant Aid may be used for the purchase of the products or services of a third country. However,
the prime contractors, namely, consulting, constructing and procurement firms, are limited to
"Japanese nationals". (The term "Japanese nationals” means persons of Japanese nationality or
Japanese corporations controlled by persons of Japanese nationality.)

AN 7@
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(4) Necessity of "Verification"

The Government of recipient country or its designated authority will conclude contracts
denominated in Japanese yen with Japanese nationals. Those contracts shall be verified by the
Government of Japan. This "Verification" is deemed necessary to secure accountability to Japanese
taxpayers.

(5) Undertakings required of the Government of the Recipient Country

In the implementation of the Grant Aid Project, the recipient country is required to undertake
such necessary measures as the following:

a) To secure land necessary for the sites of the Project and to clear, level and reclaim the land
prior to commencement of the Project,

b) To provide facilities for the distribution of electricity, water supply and drainage and other
incidental facilities in and around the sites,

¢) To secure buildings prior to the procurement in case the installation of the equipment,

d) To ensure all the expenses and prompt excursion for unloading, customs clearance at the port
of disembarkation and internal transportation of the products purchased under the Grant Aid,

¢) To exempt Japanese nationals from customs duties, internal taxes and other fiscal levies which
will be imposed in the recipient country with respect to the supply of the products and services
under the Verified Contracts,

f) To accord Japanese nationals, whose services may be required in connection with the supply of
the products and services under the Verified Contracts, such facilities as may be necessary for their
entry into the recipient country and stay therein for the performance of their work.

(6) "Proper Use"
The recipient country is required to maintain and use the facilities constructed and the
equipment purchased under the Grant Aid properly and effectively and to assign staff necessary for

this operation and maintenance as well as to bear all the expenses other than those covered by the
Grant Aid.

(7) "Re-export"
The products purchased under the Grant Aid should not be re-exported from the recipient
country.

(8) Banking Arrangements (B/A)

a) The Govern-ment of the recipient country or its designated authority should open an account in
the name of the Government of the recipient country in a 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 obligations incurred by the Government of the recipient country or its designated
authority 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 (A/P) issued by the Government of the
recipient country or its designated authority.

(9) Authorization to Pay (A/P)

The Government of the recipient country should bear an advising commission of an
Authorization to Pay and payment commissions to the Bank.

A "

(End) .
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Major Undertakings to be taken by Each Government

Annex-4

No.

Items

To be covered
by Grant Aid

To be covered
by Kiribati Side

To secure land

To clear, level and reclaim the site when needed

To construct gates and fences in and around the site

B W[ =

To bear the following commissions to a bank of Japan for the
banking services based upon the B/A

1) Advising commission of A/P

2) Payment commission

To ensure unloading and customs clearance at the port of
disembarkation in Kiribati

1) Marine (Air) transportation of the products from Japan or third
countries to Kiribati

2) Tax exemption and customs clearance of the products at the port
of disembarkation

3) Exemption of any port charges against consignee / consignor
for importing construction materials, equipments and
machineries for the Project.

1
!

4) Internal transportation from the port of disembarkation to the
Project site

To accord Japanese nationals whose service may be required in
connection with the supply of the products and the services under
the Verified Contact, such facilities as may be necessary for their
entry into Kiribati and stay therein for the performance of their
work.

To exempt Japanese nationals from customs duties, internal taxes
and other fiscal levies which may be imposed in Kiribati with
respect to the supply of the products and services under the
Verified Contracts

To maintain and use properly and effectively the facilities
constructed and equipment provided under the Grant Aid

To bear all the expenses, other than those to be borne by the Grant
Aid, necessary for construction of the facilities as well as for the
transportation and installation of the equipment

(B/A: Banking Arrangement, A/P: Authorization to pay, N/A: Not Applicable)
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Annex-5
Flow Chart of Japan’s Grant Aid Procedures
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