
FRAMEWORK FINANCING AGREEMENT 
Republic of the Philippines: Malolos—Clark Railway Project 

Parties 

MFF Investment 
Plan 

Multitranche 
Financing Facility 

This Framework Financing Agreement ("FFA") dated  2$ IA Alt 201g 
is between the Republic of the Philippines ("GOP") and the Asian 
Development Bank ("ADB"). 

GOP is committed to and will implement the Malolos—Clark 
Railway Project ("Project"), which is described in Schedule 1 
hereto. 

The total cost of the Malolos—Clark Railway Project over the period 
2019 to 2024 is expected to be $6,139 million equivalent. 

The Multitranche Financing Facility (the Facility) is intended to 
finance components, under the Project, provided that such 
components comply with the criteria set out in Schedule 4 hereto 
and that understandings set out in this FFA are complied with. 

These may include: 

(i) Railway construction component. 

(ii) Institutional development component. 

This FFA does not constitute a legal obligation on the part of ADB 
to commit any financing. ADB has the right to deny any financing 
request made by GOP, cancel the uncommitted portion of the 
Facility, and withdraw GOP's right to request any financing tranche 
under the Facility. Financing tranches may be made available by 
ADB provided matters continue to be in accordance with the 
general understandings and expectations on which the Facility is 
based and which are laid out in this FFA. 

This FFA does not constitute a legal obligation on the part of GOP 
to request any financing. GOP has the right not to request any 
financing under the Facility. GOP also has the right at any time to 
cancel any uncommitted portion of the Facility. 

GOP and ADB may exercise their respective rights to cancel the 
Facility or any uncommitted portion thereof, and ADB may exercise 
its right to refuse a financing request, by giving written notice to 
such effect to the other parties. The written notice will provide an 
explanation for the cancellation or refusal and, in the case of a 
cancellation, specify the date on which the cancellation takes 
effect. ADB may cancel the facility or reject a financing request 
when there is a material noncompliance with ADB policies or FFA 
undertakings; or there are undue delays in the submission of the 
financing requests or the implementation of the Project. ADB shall 
consult with GOP prior to issuing any notice to cancel, including 
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opportunity to address any potential material noncompliance that 
may be identified during Project implementation. 

Financing Plan 

The financing plan for the Malolos—Clark Railway Project is 
summarized below. The total financial charges are estimated to 
cost $340 million. 

Financing Source 
Asian Development Bank 
Japan International Cooperation Agency 
(not administered by ADB) 
Government of the Philippines 

 

Total 	Share 

	

($ million) 	(%) of Total 	 

	

2,750.0 	44.80 )̀/0 

	

2,011.0 	32.75 % 

	

1,378.0 	22.45 °A) 

 

Total (Project) 
	

6,139.0 	100.00 % 

Financing Terms ADB will provide loans to help finance components under the 
Project, as and when the latter are ready for financing, provided, 
GOP is in compliance with the understandings hereunder, and the 
components are in line with those same understandings. Each 
loan will constitute a tranche. 

Each tranche may be financed under terms different from the 
financing terms of previous or subsequent tranches. The choice of 
financing terms will depend on the project, capital market 
conditions, and ADB's financing policies, all prevailing on the date 
of signing the legal agreement for such tranche. 

Tranches may be provided in sequence or simultaneously, and 
some may overlap in time with each other. 

Commitment charges are not payable on the Facility. They are 
payable only on financing actually committed by ADB as a loan. 
ADB rules on commitment charges, which are in effect when the 
legal agreements are signed for a tranche, will apply with respect 
to such tranche. 

Amount 

The maximum financing amount available under the Facility is two 
billion seven hundred fifty million US Dollar ($2,750,000,000). It 
will be provided in individual tranches from ADB's Ordinary Capital 
Resources. 

ADB and Borrower may explore additional sources of funds 
including grant financing to support institutional development and 
other components of the Facility. 
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Execution 

Periodic Financing 
Requests 

Availability Period 

The last date on which the Facility may be utilized is 31 December 
2024. The last financing tranche is expected to be executed no 
later than 31 December 2023. 

Terms and Conditions 

GOP will cause the proceeds of each tranche to be applied to the 
financing of expenditures of the Project, in accordance with 
conditions set forth in this FFA and the legal agreements for each 
tranche. 

The Executing Agency will be the Department of Transportation. 
The Executing Agency will implement the Project in accordance 
with the principles set forth in Schedule 1 to this Agreement, and 
as supplemented in the legal agreements for each tranche. 

GOP may request, and ADB may agree, to provide loans under 
the Facility to finance the Project and its related components upon 
the submission of a Periodic Financing Request (PFR). Each PFR 
should be submitted by GOP. GOP will make available to the 
Project Executing Agency the proceeds of the tranche in 
accordance with the related PFR, and the legal agreements for the 
tranche. 

Each individual tranche will be for an amount of no less than one 
hundred million US Dollar ($100 million), or its equivalent. ADB will 
review the PFRs and, if found satisfactory, prepare the related 
legal agreements. 

The components for which financing is requested under the PFR 
will be subject to the selection criteria set out in Schedule 4 hereto, 
satisfactory due diligence, and preparation of relevant safeguard 
and fiduciary frameworks and other documents. The Facility will 
be implemented in accordance with the general framework set out 
in Schedule 3 to this FFA, and the Facility Administration Manual 
agreed between GOP and ADB. 

Until notice is otherwise given by GOP, Department of Finance will 
be GOP's authorized representative for purposes of executing 
PFRs. 

The Facility will be implemented in accordance with the general 
framework set out in Schedule 3 hereto. 

Tranches to be provided under the Facility will be subject to 
following procedures and undertakings: 

General Implementation 
Framework 

Procedures 

(i) 
	

GOP will have notified ADB of a forthcoming PFR in 
advance of the submission of the PFR. 
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(ii) GOP will have submitted a PFR in the format agreed with 
ADB. 

(iii) ADB may, in its sole discretion, decline to authorize the 
negotiation and execution of any legal agreement for a 
tranche. 

(iv) If ADB confirms acceptance of the PFR, the legal 
agreements will be negotiated and executed by the 
parties. 

PFR information 	The PFR will substantially be in the form attached hereto, and will 
contain the following details: 

(I) 	Loan amount; 
(ii) Description of components to be financed; 
(iii) Cost estimates and financing plan; 
(iv) Implementation arrangements specific to the components; 
(v) Confirmation of the continuing validity of and adherence to 

the understanding in this Agreement; 
(vi) Confirmation of compliance with the provisions under 

previous Loan Agreements, as appropriate; and 
(vii) Other information as may be required under the Facility 

Administration Manual, or reasonably requested by ADB. 

Safeguards 

Procurement 

Attached as Schedule 5 are references to the Safeguard 
Frameworks that will be complied with during the implementation 
of the Facility. 

ADB's Safeguard Policies in effect as of the date of signing of legal 
agreements for a tranche will be applied with respect to the 
components financed under such financing tranche. 

All goods, works and consulting and non-consulting services to be 
financed under the Facility will be procured in accordance with 
ADB's Procurement Policy (2017, as amended from time to time) 
and the Procurement Regulations for ADB Borrowers (2017, as 
amended from time to time). 

Advance contracting; 	Under each tranche, ADB may, subject to its policies and 
Retroactive financing 	procedures, allow on request (a) advance contracting of Goods, 

Works and Services and (b) retroactive financing of eligible 
expenditures for Goods, Works and Services up to 20% of 
proposed individual loan, incurred prior to loan effectiveness but 
not earlier than 12 months before the date of signing of the related 
legal agreement. The GOP acknowledges that any approval of 
advance contracting and/or retroactive financing will not constitute 
a commitment by ADB to finance the related project. 

Disbursements 	 Disbursements will be made in accordance with ADB's Loan 
Disbursement Handbook (2017, as amended from time to time). 

ADB. 2009. Safeguard Policy Statement. Manila. 
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Monitoring, Evaluation, Schedule 2 hereto sets as the Design and Monitoring Framework 
and Reporting 	 for the Facility, against which the implementation effectiveness will 
Arrangements 	 be evaluated. 

The Department of Transportation of GOP will develop, within 3 
months of the date of the FFA, a systematic project performance 
monitoring system, in a form and substance acceptable to ADB, 
for use throughout the life of the Facility. 

The Department of Transportation of GOP will establish, within 3 
months of effectiveness of the first tranche, a baseline for 
performance indicators to be used for monitoring implementation 
of the Facility. It will conduct annual evaluation surveys for the 
Project, in accordance with the project performance monitoring 
system, to evaluate the scope, implementation arrangements, 
progress, and achievement of the project objectives. 

Further details to be complied regarding the monitoring, evaluation 
and reporting arrangements are provided in the Implementation 
Framework in Schedule 3. 

Undertakings 	 Attached as Schedule 6 are the undertakings provided by GOP. 

ASIAN DEVELOPMENT BANK 

&--r)  
By 	  

	

CARLOS G. DOM I 	 KELLY BIRD 

	

Secretary 	 Country Director 
Department of Finance 	 Philippines Country Office 

MAR 2 8 2019 



6 

SCHEDULE 1 

MFF CONSTITUENTS 

A. 	Road Map 

The government intends to achieve the status of an upper middle-income country by 2022. The 
Philippine Development Plan (PDP) 2017-2022 therefore aims to accelerate gross domestic 
product (GDP) growth from 6.2% annually in 2011-2016 to 7%-8% from 2017-2022. Metro 
Manila, officially referred to as the National Capital Region (NCR), the largest urban aggregation 
in the Philippines with a population of 12.8 million (2017), is facing a rapid increase in population 
(1.58% annual increase in 2010-2015). It also has a high population density of 21,000 per square 
km. Although NCR accounts for 38% of GDP, the potential for economic development has 
deteriorated due to heavy traffic congestion and limited space to expand the city. While GDP 
growth of 6.5% in the NCR exceeded the national average, the potential for further growth is 
limited. The Central Luzon Region, which includes the project area and is located immediately 
north of NCR, accounts for 9% of the national GDP and the GDP growth rate was on average 
7.2% annually in 2011-2016, the highest in the Philippines. 

Sector Context. In the Philippines, 98% of passenger transport and 55% of freight transport are 
handled by the road sector. Railways are operated only in Metro Manila, where currently three 
urban rail lines with a total length of 44 km are transporting 350 million passengers annually 
(2016). In addition, the Philippine National Railway (PNR) operates a suburban railway from 
Tutuban to Alabang (28 km), transporting 21 million passengers annually (2016). The PNR 
ceased operation of the railway service to the north in the 1980's; the rails have been removed 
but right-of-way is available for the project. Considering the population size and density of Metro 
Manila, the railway network is sparse, and the lack of high capacity public transport is one of the 
main reasons for the road congestion in Metro Manila, which impacts productivity and slows the 
economic growth. The air transport sector in the National Capital Region (NCR) has limited 
capacity to satisfy the growing demand. The Ninoy Aquino International Airport (NAIA) and the 
Clark International Airport (CIA) are the two major airports serving the NCR. Air passenger traffic 
has increased at about 10% in recent years. NAIA was handling around 42 million passengers in 
2017, which is beyond the 35 million maximum designed capacity of the airport. As a result, NAIA 
has been increasingly congested and expanding NAIA is constrained by its location within Metro 
Manila with no space available for major additional infrastructure required. Development of the 
CIA, which was handling around 1.5 million passengers in 2017, may help to ease capacity 
constraints in the air transport sector and the capacity of CIA will therefore be increased to 12 
million passengers per annum by 2022. To fully utilize the enhanced capacity of CIA, the 
connection to Manila needs to be improved, including rail-based public transport. 

Alignment with the national strategy. The project will support the national spatial strategy 
(NSS) of the PDP, which serves as the basis for policies on urban and infrastructure development 
in accordance with AmBisyon Natin 2040.' The NSS recognizes the role of cities as engines of 
economic growth and poverty reduction, and infrastructure to provide efficient connective 
networks of sustainable communities. It aims to decongest Metro Manila and direct growth to 
other key areas and address spatial and socioeconomic inequalities by linking lagging regions 
with leading ones, rather than advocating the uniform dispersal of development. The 
Government's "Build, Build, Build" (BBB) Program in which the project is included, builds upon 

Government of Philippines, National Economic and Development Authority. 2017. Philippine Development Plan, 
2018—FY2022. Pasig City. 
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this national strategy. It aims to materialize ambitious goals of $158 billion infrastructure 
investment or 7.3% of GDP by 2022. 

The NSS builds on integration of leading and lagging areas and urban-rural linkages through 
transportation networks. Regional center development will be supported with suitable physical 
and human infrastructure including affordable housing, quality education, and healthcare, other 
social and economic services, and efficient urban management. The Government therefore 
develops New Clark City in Central Luzon as one of these regional centers with the CIA as a 
regional gateway. The railway network will be the backbone public transport system to New Clark 
City and CIA. Extending the railway network within Manila will help to decongest roads and reduce 
the high transport and logistics cost. 

The NSS therefore aims to develop hierarchical regional centers and clusters outside the 
country's metropolitan regions to enhance economic development with improved infrastructure 
such as housing, health care, education, employment opportunities and connectivity between the 
hierarchical regional centers. The Central Luzon Region, where the project area with Clark and 
CIA as well as the New Clark City is located, is one of the growth areas. The New Clark City is 
under development to accommodate 1.2 million residents and 800,000 jobs in 2045 to become 
an administrative center for the country. The connection is supposed to be provided by a suburban 
rail and an expressway. The North Luzon Expressway has been developed with 4-8 lanes, there 
is however no suburban rail service in this section and the only mode of public transfer to commute 
between NCR and Clark City, CIA and New Clark City is by bus. 

Integrated Luzon Railway Development. The government intends to develop the railway 
network in the Philippines in three major regional areas: (i) Luzon, (ii) Cebu, and (iii) Mindanao. 
The Railway development in Luzon will include development of the urban mass rapid transit 
system within Metro Manila by extending existing lines and construction of new lines. In addition, 
the railway system will be developed to a planned 1,275 km railway network in Luzon. This 
network will include the North—South Commuter Railway network, a 162 km railway network 
linking Manila with Clark, CIA and New Clark City in the North and with Calamba in the South. In 
parallel, a long-haul network is planned which will link Manila with Subic, San Fernando and 
Tuguegarao in the North of Luzon as well as with Batangas, Legaspi and Sorsogno in Southern 
and South-Western Luzon. All railway networks shall be integrated with multimodal interchanges 
and common stations. 

Manila urban railway transport development. To ease congestion and facilitate economic 
growth, the Government is implementing several projects aiming to improve the capacity and 
coverage of the urban and suburban railway system in the GCR, such as the (i) North — South 
Commuter Railway; (ii) LRT Line 1 Cavite Extension; (iii) LRT Line 2 Masinag Extension; (iv) new 
MRT Line 7 Project; and (v) the Common Station at North Avenue, which will integrate LRT Line 
1, MRT Line 3 and Lin7 and the Metro Manila Subway Project. The new Metro Manila Subway 
will be constructed to run north—south through Manila from Mindanao Avenue to FTI and will be 
integrated with the North—South Commuter Railway Project at FTI station. 

North-South Commuter Railway Project. The North-South Commuter Railway Network is a 
dedicated suburban railway passenger transport system and will comprise an around 170 km 
railway network. The implementation schedule includes the following sections: (i) Tutuban—Solis-
Malolos by 2022; (ii) Malolos—Clark—CIA by 2023 with partial operation to start in 2022; (iii) Solis-
Blumentritt—Calamba by 2024 with partial operation from Solis to Blumentritt to start in 2022; and 
(iv) Clark—New Clark City by 2025. 
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Malolos—Clark Railway Project. The project will finance extending the Tutuban—Malolos section 
of the North—South Commuter Railway by 53 km to Clark and CIA in the Central Luzon Region 
around 100 km north of Manila and from Solis to Blumentritt in Manila. The project will include 6 
elevated stations and 1 underground station at CIA; a depot for maintenance of rolling stock and 
the infrastructure of the project is planned close to Clark station. The Blumentritt station will be 
the transfer station to Metro Manila rail-based public urban transport system LRT line 1. The 
project is planned to be completed by 2023 with partial operation starting in 2022. The project will 
also support financing part of the Solis—Blumentritt section for partial operation starting in 2022; 
this will link the North—South Commuter Railway Network with the urban rail-based public 
transport system in Metro Manila and PNR's suburban commuter railway network. 

B. 	Strategic Context 

Key development challenges. The Philippines is among the fastest growing economies in 
Southeast Asia and is on track to achieving its target of becoming an upper middle-income country 
by 2022. However, while national poverty incidence fell from 25.2% of the population in 2012 to 
21.6% in 2015, the poverty rate translated to almost 22 million poor people and is still high for a 
middle-income country. Further, household income inequality in the Philippines is among the 
highest in Southeast Asia. Wide income disparities across the country's regions indicate that the 
benefits of economic growth have been distributed unevenly. To sustain high growth and make it 
more inclusive, the Philippines needs to significantly increase investments in climate-resilient 
infrastructure to improve connections between regions, communities, and people, and to raise 
competitiveness. Investments in urban development are needed to address infrastructure deficits 
in large cities because of rapid population growth and urbanization. 

Infrastructure deficit. Current levels of public and private investment in infrastructure are 
insufficient to meet the government's goal of reaching upper middle-income status by 2022. 
Infrastructure gaps are major bottlenecks for foreign investment and higher economic growth. The 
World Economic Forum's Global Competitiveness Report (2017-2018) ranked the country's 
infrastructure competitiveness 97th  out of 137 countries surveyed, well behind regional peers 
Malaysia (22nd), Thailand (43rd), and Indonesia (52hd).2  This situation is the result of historically 
low public infrastructure investment and insignificant private participation in infrastructure, making 
Philippine public capital stock one of the lowest among the members of the Association of 
Southeast Asian Nations (ASEAN) at 35.0% of GDP in 2013, against the ASEAN average of 
72.0% of GDP.3  Spending has picked up strongly since 2013, but remains insufficient for the 
Philippines to sustain economic growth and catch up with regional peers in infrastructure 
competitiveness. The government's BBB infrastructure program aims to redress this infrastructure 
deficit. The estimated investment needs of the government's BBB program for 2017-2022 are 
estimated at approximately $152 billion, covering physical connectivity (expressways, railways, 
airports, seaports, and interisland bridges); urban development (transport and traffic systems, 
clean water, and sewerage management); and water resource management (river basin and flood 
control). Institutional capacity constraints in developing urban, regional, and sector infrastructure 
plans and preparing projects; and slow project implementation have contributed to the 
infrastructure deficit. 

ADB strategic objectives and priorities. To address these challenges, the country partnership 
strategy (CPS), 2018-2023 of ADB for the Philippines will support policy reforms, institutional 
capacity development, and financing investments that promote high and inclusive growth. ADB 

2  K. Schwab, ed. 2017. The Global Competitiveness Report, 2017-2018. Geneva: World Economic Forum 
3  T. Komatsuzaki. 2016. Improving Public Infrastructure in the Philippines. IMF Working Paper. No. 16/39. Washington, 

DC: International Monetary Fund 
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operations in the Philippines rest on three strategic pillars: (i) accelerating infrastructure and long-
term investments, (ii) promoting local economic development, and (iii) investing in people. The 
CPS lays out a program of priority activities to support each of these pillars and promotes 
rebalancing ADB financing toward infrastructure projects in support of the government's Build, 
Build, Build infrastructure program.4  ADB will seek to strengthen the links between sovereign and 
nonsovereign programs to promote innovative approaches to long-term financing for 
infrastructure, social investments, and disaster risk management (DRM). The CPS mainstreamed 
gender equality, private sector development, governance, and environmentally sustainable 
development throughout the three strategic pillars. ADB will carry out pilot initiatives to support 
the government and the private sector in dealing with the potential impacts of the fourth industrial 
revolution—the advance of robotics and artificial intelligence—on the future of work.5  It will work 
toward identifying initiatives to enhance regional integration and knowledge generation and 
sharing. ADB designed the CPS to align closely with the seven priorities of Strategy 2030.6  

Alignment with government development plan. The CPS priorities align with AmBisyon Natin 
2040, the government's long-term development plan; and the medium-term PDP. Under the PDP, 
the government has targeted real GDP growth of 7%-8% per year, with GDP per capita increasing 
from $3,550 in 2015 to $5,000 by 2022.6 To sustain this growth, infrastructure spending is 
targeted to increase to 7.4% of GDP by 2022, up from 4.5% in 2016. The PDP targets national 
poverty incidence at 14.0% of the population by 2022. 

ADB value addition. To increase ADB's impact, the CPS will consolidate lending activities into 
larger programmatic approaches and increase synergies across ADB operations, including 
coordination with private sector operations and facilitation of public–private partnerships (PPPs), 
to provide flexible responses to government needs and priorities through sovereign and 
nonsovereign support. ADB will add value to the financing it provides by helping the government 
design, prepare, bring to the market, and implement priority public investment projects under the 
government's BBB program through large-scale capacity development technical assistance (TA). 
As the CPS rebalances the lending portfolio toward infrastructure projects, ADB will look for more 
cofinancing opportunities with other development partners to increase synergies in adopting 
global technology, innovation, and know-how for areas such as managing complex infrastructure 
projects and social investments. 

C. 	Policy Framework 

The National Transport Policy (NTP) envisions the establishment of "a safe, secure, reliable, 
efficient, integrated, intermodal, affordable, cost-effective, environmentally sustainable, and 
people-oriented national transport system that ensures improved quality of life of the people" as 
the Transport Vision. The Government of the Philippine is adopting the NTP to achieve the 
Transport Vision, which all elements of the transport system and all sub-sectors of transportation, 
including passengers, shippers, service providers, investors, agencies and instrumentalities of 
government and those involved in the movement of people and goods and in the provision of 
transport infrastructure, facilities and services, shall abide by and use as guidance in transport 
development, management, operations, and use. The NTP was approved and adopted in June 

4 Build, Build, Build Philippine Infrastructure Transparency Portal; and Government of the Philippines, Department of 
Finance (DOF). 2018. "Build, Build, Build" to roll out 75 projects worth $35.5B. News release. 23 January. 

5  The Fourth Industrial Revolution refers to the fourth major industrial period since the first Industrial Revolution of the 
18th century. This latest industrial revolution is expected to see the adoption of robotics and artificial intelligence by 
industry and services with potential disruptive effects to the labor market. 

6 ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. 
Manila. 
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2017 and is expected to unify all transport-related projects in the country. 

DOTr is responsible for policies, planning, operations, regulations, and investments in the public 
transport sector. These multiple roles of DOTr have caused delays in project definition and 
implementation in the past. To overcome this, a private sector entity will operate and maintain the 
North—South Commuter Railway including the Malolos—Clark Railway under a public-private 
partnership scheme through an operation and maintenance contract agreement. All assets 
financed by ADB will be owned by DOTr. Under the proposed MFF, DOTr's capacity for operation 
and maintenance as well as for management of the public-private partnership scheme will be 
strengthened and the establishment of a regulator for railway safety will be supported. 

To ensure safe and financially sustainable operation and maintenance of the Project and project 
facilities financed under the MFF, DOTr will complete by December 2021 and maintain throughout 
the life operation of the Project and project facilities the following: 

(i) Establish a separate unit to monitor the passenger transport performance of the 
new infrastructure and administer the operation and maintenance contract. 

(ii) Establish a framework for annual review and adjustments of the tariff based on an 
indicator-based formula to ensure that expenditure for operation and maintenance 
of the system will be covered by revenues together with an agreed level of 
payments based on performance indicators. 

(iii) Select a third-party to operate and maintain the North—South Commuter Railway 
and carry out rail transport services for passengers. 

ADB will support the DOTr in carrying out these activities. 

D. 	Investment Plan 

The Project is estimated to cost $6,139 million, including taxes and duties, physical and price 
contingencies, interest, and other charges during implementation (Table 1). 

Table 1: Summary Cost Estimates 
($ million)  

Item 	 Amounta 
A. 	Base Costb 

1. Output 1 	 5,352.0 
2. Output 2 	 27.0 

Subtotal (A) 	 5,379.0 
B. 	Contingenciesc 	 420.0 
C. 	Financial Charges During Implementations 	 340.0 

Total (A+B+C) 	 6,139.0  
a  Includes taxes and duties of $628 million. The government will finance taxes and duties of $628 million by 

exemption and cash contribution. 
b In mid-2018 prices as of September 2018. 

Physical contingencies computed at 5% for civil works. Price contingencies computed at average of 1.85% on 
foreign exchange costs and 1.0% on local currency costs; includes provision for potential exchange rate fluctuation 
under the assumption of a purchasing power parity exchange rate. 

d  Includes interest, commitment charges and any other financing charges for all sources of financing. Interest during 
construction for the ordinary capital resources loans has been computed at the 5-year United States dollar fixed 
swap rate plus an effective contractual spread of 0.5% and maturity premium of 0.2%. Commitment charges for the 
ordinary capital resources loan are 0.15% per year to be charged on the undisbursed loan amount. 

Sources: Asian Development Bank and Japan International Cooperation Agency estimates. 

cl 
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E. 	Financing Plan 

Financing plan. The government has requested an MFF in an amount of up to $2,750 million 
from ADB's ordinary capital resources to help finance a part of the project. The MFF will consist 
of several tranches, subject to the government's submission of related periodic financing 
requests, execution of the related loan and project agreements for each tranche, and fulfillment 
of terms and conditions and undertakings set forth in the framework financing agreement. 

Project 1. The first tranche of the MFF will comprise a regular loan of $1,300 million, have a 30-
year term, including a grace period of 7 years; an annual interest rate determined in accordance 
with ADB's London interbank offered rate (LIBOR)-based lending facility; a commitment charge 
of 0.15% per year; and such other terms and conditions set forth in the draft loan agreement. 
Based on the straight-line method, the average maturity is 18.75 years, and the maturity premium 
payable to ADB is 0.20% per year. The Summary Financing Plan with a tentative tranching Plan 
is in Table 2. 

Table 2: Summary Financing Plan 
($ million) 

Tranche (estimated year of PFR 
submission) Share of 

Source 1 (2019) 2 (2021) 3 (2022) Amount Total (%) 
Asian Development Bank 

OCR (regular loan) 1,300.0 1,000.0 450.0 2,750.0 44.80 
Japan International Cooperation Agency (loan) 2,011.0 0.0 0.0 2,011.0 32.75 

Government 1,378.0 0.0 0.0 1,378.0 22.45 
Total 4,689.0 1,000.0 450.0 6,139.0 100.00 

OCR = ordinary capital resources, PFR = periodic financing request. 
Sources: Asian Development Bank estimates. 

Cofinancing arrangements. The project will be cofinanced by the Japan International 
Cooperation Agency (JICA) on a parallel collaborative basis. The ADB MFF will finance the civil 
works for a portion of the new railway construction, i.e. viaduct, stations, tunnels and depot 
buildings, while JICA will finance the core system, i.e. track, depot equipment, power supply and 
electrification, signaling and telecommunication systems, and procurement of rolling stock. JICA 
will also finance the general consultant and construction supervision consulting services, which 
will cover components financed by JICA and ADB. 

The MFF will finance slices of long-term contract packages under the investment plan. Each 
contract package is time-sliced in line with the indicative tranching plan. Each tranche will finance 
slices of a group of contracts for civil works or consulting services. The amount of each tranche 
will be requested according to the disbursement progress and projection. The tranching schedule 
will be modified based on the disbursement projection to improve the disbursement ratio and 
minimize financing charges. 

(yr 
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SCHEDULE 2 

DESIGN AND MONITORING FRAMEWORK FOR THE FACILITY 

Impacts the Project is Aligned with 
Local, national, and international connectivity improved (Philippine Development Plan, 2017-2022)a 

Results Chain 
Performance Indicators with 

Targets and Baselines 
Data Sources and 

Reporting Risks 
Outcome 
Efficiency and 
capacity of 
transportation along 
the Manila—Clark 
corridor improved 

By 2025 
a. Public transport journey 
time from Blumentritt to 
Clark below one hour (2019 
baseline: 2 hours by bus) 

b. 171,000 daily 
passengers transported by 
rail between Manila and 
Clark (2019 baseline: 0) 

a. Malolos—Clark 
Railway's passenger 
timetable 

b. Malolos—Clark 
Railway's passenger 
records 

Capacity expansion of 
Clark International 
Airport delayed due to 
increase in cost 
beyond estimate. 

Development of New 
Clark City delayed due 
to increase in cost 
beyond estimate. 

Outputs 
1. New railway line 
commissioned 

2. Institutional 
capacity 
strengthened 

By 2023 
la. 51.2 km of railway line 
between Malolos and Clark 
as well as 1.9 km railway 
line between Solis and 
Blumentritt constructed and 
commissioned (baseline: 0 
km) 
1 b. 7 stations constructed, 
integrating design features 
that make them friendly to 
and safeb for elderly people, 
women, children, and 
people with disabilities 
(2019 baseline: 0). 

2a. 50 DOTr staff including 
50% female staff with 
increased knowledge in 
project and contract 
management (2019 
baseline: 0) 

2b. Information technology 
system for project 
management, 
documentation and asset 
management established 
(2019 baseline: 0) 

1 a—b. Malolos—Clark 
Railway's project 
completion report 

2a. Post-training 
program reports and 
surveys of DOTr staff 

2b. Monthly project 
progress reports during 
project implementation 
and project completion 
report 

Increase in cost of 
building materials 
beyond projections 
leads to construction 
delays. 

Delay in signing the 
service contract for 
operation and 
maintenance of the 
railway network due to 
lack of interest of 
potential international 
operation contractors. 
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Results Chain 
Performance Indicators with 

Targets and Baselines 
Data Sources and 

Reporting Risks 
2c. 50 DOTr staff including 
50% female staff report 
increased knowledge on the 
use of the Guidelines and 
Standards in Measuring the 
Gender Responsiveness of 
the Rail Sector Programs, 
Services and Facilities, and 
the DOTr web-based GAD 
Monitoring and Evaluation 
Checklist System. 

2c. Post-training 
program reports and 
surveys of DOTr staff 

Key Activities with Milestones 
1. New railway line commissioned 
1.1 	Publish bid documents (December 2018) 
1.2 	Award contracts (April 2019) 
1.3 	Mobilize contractor (July 2019) 

2. Institutional capacity strengthened 
2.1 	Select consultants to support capacity strengthening (July 2019) 

Project Management Activities 
1. Establish project management office and appoint project Manager (Q4 2018) 
2. Mobilize construction supervision and project management consultants (Q2 2019) 
Inputs 
ADB: $2,750,000,000 (loan) 
Government: $1,378,000,000 
JICA: $2,011,000,000 (loan, not administered by ADB) 
Assumptions for Partner 
Outputs not administered 
JICA: $3.775 billion (loan, 

Financing 
by ADB that are necessary to reach the outcome include: 
not administered by ADB) for the section between Tutuban—Malolos. 

ADB = Asian Development Bank; DOTr = Department of Transportation; JICA = Japan International Cooperation 
Agency; km — kilometer; C)= quarter. 
a  Government of Philippines, National Economic and Development Authority. 2017. Philippine Development Plan, 

2018—FY2022. Pasig City. 
b  Train stations design features that are friendly to and safe for elderly people, women, children, and persons with 

disabilities include for example: bay areas for passenger loading/unloading; ramps, functional escalators, and glass 
elevators; platform screen doors in all boarding areas; tactile surfaces; signages in gender-sensitive language; 
separate toilets for male, female, gender-neutral, and people living with disabilities, at a ratio of 1:2 male to female 
facilities. More details can be found in the Facility Administration Manual. 

Source: Asian Development Bank. 



14 

SCHEDULE 3 

IMPLEMENTATION FRAMEWORK 

A. Project Management 

Department of Transportation (DOTr), a department of the Government of the Philippines, headed 
by a Secretary, will be the Executing Agency (EA) through the Undersecretary for Railways. The 
proposed project will be implemented by a Project Management Office (PMO) headed by a project 
director for the Project. The Project Director will be responsible for all aspects of project design 
and project implementation, including project preparation, procurement and consultant 
recruitment, land acquisition, resettlement and safeguards implementation, disbursements, 
reporting and performance monitoring. The Project Director will be supported by a team of suitably 
qualified staff from DOTr. 

A General Consultant will be engaged to support DOTr in undertaking overall project management 
and providing independent monitoring of land acquisition and resettlement activities. The general 
consultant will ensure timely arrangement and delivery of the proposed project by providing 
advance advice to DOTr; and facilitating inter-agency/stakeholder coordination as well as 
reporting to ADB. The General Consultant will also be the Construction Supervision Consultant 
engaged, who will act as the Engineer for the construction contracts. 

B. Project Review 

ADB and DOTr will meet regularly as required to discuss the progress of the project and any 
changes to implementation arrangements or remedial measures required to achieve the project 
objectives. They will undertake a midterm review focusing on issues related to implementation 
arrangements, and agree on changes, if needed, to achieve the Project objectives. 



SCHEDULE 4 

SELECTION CRITERIA AND APPROVAL PROCESS FOR 
COMPONENTS 

A. Selection Criteria 

Each component under the Facility for infrastructure investment will meet the following selection 
criteria and approval process. 

(iv) The component will be technically feasible, least-cost and a detailed report 
prepared supporting such feasibility; 

(v) The component will be economically feasible and financially sustainable, and its 
estimated economic internal rate of return equal to or higher than 9%, based on 
the economic analysis to be conducted in accordance with ADB's Guidelines for 
the Economic Analysis of Project; 

(vi) The component will also be environmentally and socially sound and include 
measures to mitigate any possible environment and social impacts in accordance 
with the safeguard frameworks8  prepared (Schedule 5) and Safeguard Policy 
Statement (SPS) 2009. For each component, a poverty and social analysis will be 
conducted in accordance with ADB"s guidelines on poverty and social 
assessment. Similarly, an environmental assessment will be carried out for each 
component in accordance with the SPS 2009. 

(vii) Sufficient counterpart funding has been allocated to implement the component 
timely and efficiently in accordance with the overall implementation schedule; and; 

(viii) For each component, all necessary Government approvals will be obtained, 
including NEDA, Department of Environment and Natural Resources, and other 
relevant agencies, as applicable. 

B. Approval Procedure 

All component will be prepared and processed in accordance with the procedures set out below. 

(i) Department of Transportation will select a possible project from railway priority, 
and will then conduct a feasibility study for the project including its cost estimate, 
technical and economic analysis. Department of Transportation will also prepare 
(a) an initial poverty and social assessment (IPSA) and fill out a checklist for (b) 
involuntary resettlement; (c) indigenous people; and (d) complete the Rapid 
Environmental Assessment (REA) checklist for screening of environmental issues. 

(ii) Department of Transportation will submit (a) appraisal reports/project selection 
and prioritization reports, (b) IPSA, and (c) completed REA checklist to ADB for 

8  Environment Assessment and Review Framework (EARF), Resettlement Framework (RF) and IPPF (Indigenous 
Peoples Planning. 
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further review, to obtain necessary guidance with regard to the extent of relevant 
analysis, assessment or plans. 

(iii) ADB will review the reports submitted and, if ADB finds that a proposed component 
is not likely to satisfy the eligibility criteria and/or that the agreed procedures, ADB 
will advise the Department of Transportation either (a) to modify the project 
proposal in a manner that will make it eligible for approval; or (b) that the 
component must be rejected. If the ADB finds that the proposed component is 
likely to satisfy the eligibility criteria and procedures, ADB will advise whether, 
based on the resettlement checklist a Resettlement Plan is required, and based 
on the indigenous people checklist, whether an indigenous peoples plan (IPP) is 
required. Similarly, based on the completed REA checklist it will be determined 
whether an Environmental Impact Assessment (EIA) report will be required (for 
environment category A projects) or an Initial Environmental Examination (IEE) will 
be required (for environment category B projects). 

(iv) Following the review described in (iii) by Department of Transportation and/or ADB, 
Department of Transportation will conduct preliminary design and/or detailed 
design or other similar design works and, based on those works, develop a 
Resettlement Plan (if required) and IPP (if required), and prepare an EIA or IEE 
including an environmental management plan (EMP). 

(v) Department of Transportation will disclose the Resettlement Plan, IPP and draft 
EIA/IEE to the affected persons and incorporate the results of the consultation. 

(ix) The reports of preliminary design/other design work, including the Resettlement 
Plan (if required), IPP (if required) and EIA/IEE, will be submitted by Department 
of Transportation in light of the relevant safeguard frameworks and following 
examples provided by the ADB based on the appraisal of the project. 

(x) Department of Transportation will send the relevant safeguard documents (the 
Resettlement Plan [if required], IPP [if required] and EIA/IEE) to ADB for final 
review and approval. After completion of detailed engineering designs if there is a 
need to prepare a revised (i) resettlement plan, (ii) IPP, and (iii) EIA/IEE, then it 
will be submitted to ADB for review before any contracts are awarded. 

(xi) After reviewing the appraisal reports and relevant safeguard documents, if ADB 
finds that the proposed component does satisfy the eligibility criteria and 
procedures, ADB will approve the component. If ADB finds that the proposed 
component does not satisfy the eligibility criteria and procedures, or does not 
comply with ADB"s safeguard policies, ADB may (a) advise Department of 
Transportation on remedial actions to be taken for the proposed component in 
order for it to comply or (b) reject the component. 



SCHEDULE 5 

POVERTY AND SOCIAL DIMENSIONS AND SAFEGUARD REQUIREMENTS 

	

1. 	GOP will ensure that all the requirements prescribed in this Schedule, and the following 
social and safeguard frameworks and plans that have been prepared with respect to the Facility 
and the first tranche and of which ADB has been provided full copies, and which are deemed 
incorporated herein by reference, are complied with during the processing and implementation of 
the the Facility. 

(i) environmental assessment and review framework, dated 4 December 2018, 
(ii) resettlement and indigenous peoples planning framework dated 3 December 

2018, 
(iii) environmental impact assessment, and resettlement plan dated 3 December 

2018 for the first tranche, and 
(iv) gender action plan dated 7 January 2019. 

	

2. 	The frameworks cover the Facility-specific information and requirements in accordance 
with ADB's safeguard policies: (i) the general anticipated impacts of the components or projects 
likely to be financed under the MFF on the environment, involuntary resettlement, and indigenous 
peoples; (ii) the safeguard criteria that are to be used in selecting components, projects; (iii) the 
requirements and procedure that will be followed for screening and categorization, impact 
assessments, development of management plans, public consultation and information disclosure 
(including the 120-day disclosure rule, if required), and monitoring and reporting; and (iv) the 
institutional arrangements (including budget and capacity requirements) and the GOP's and 
ADB's responsibilities and authorities for the preparation, review and clearance of safeguard 
documents. 

	

3. 	Prior to the preparation of each PFR, the applicability and relevance of each safeguard 
framework for environmental assessment, involuntary resettlement, and indigenous people will 
be reviewed by the Department of Transportation and updated to ensure relevance and 
consistency with applicable country legal frameworks and ADB's safeguard policies, as amended 
from time to time. 

	

4. 	In all cases, for each new PFR preparation, the GOP will review ongoing projects to check 
on the status of compliance with the social and safeguard plans and frameworks, and submit the 
review reports to ADB, together with other required safeguard documents relevant to the 
components included in the tranche being processes. In any case if major noncompliance is 
discovered in the course of the review of ongoing projects, a corrective action plan will be 
prepared and submitted to ADB. 



SCHEDULE 6 

UNDERTAKINGS 

1. Borrower (the Borrower) shall ensure, and shall cause the Department of 
Transportation ("DOTr") to ensure the following: 

Implementation Arrangements 

2. The Borrower shall, and shall cause DOTr to remain committed to implementation 
of the North-South Commuter Railway Project, of which Project is a part, including timely 
completion of the Tutuban-Malolos section of the railway. 

3. The Borrower shall, and shall cause DOTr to, remain committed to implementation 
of the Project and achieve its outputs and outcome in a timely manner. 

4. In the event of any change in the road map, policy framework, Project, or financing 
plan for the Project, the Borrower shall, and will cause DOTr to, assess with ADB the potential 
impact on the Project and evaluate any change in scope, amendment, or continuation, as 
appropriate, of the Project. 

5. The Borrower shall take all actions, including provision of funds, facilities, services 
and other resources necessary, (a) to enable DOTr to perform its obligations under the legal 
agreements for each tranche, and (b) for timely completion of the projects under the Facility, 
including any funds required (i) to meet any shortfall between cost and revenue for the operation 
and maintenance of the facilities; (ii) to mitigate unforeseen environmental and social impacts; (iii) 
to meet additional costs arising from design changes, price escalation in construction costs and/or 
unforeseen circumstances; (iv) to meet any residual funds for completion of project contracts; and 
(v) to keep the Project Management Office (PMO) fully equipped and fully staffed in accordance 
with the requirements set out in the FAM. 

6. The Borrower shall, and will cause DOTr to implement the Project and the projects 
of the Project in accordance with the detailed arrangements set forth in the FAM. Any subsequent 
change to the FAM shall become effective only after approval of such change by the government, 
DOTr and ADB. 

7. The Borrower and DOTr shall ensure that the implementation of each component 
under the Project is in compliance with the undertakings and assurances concerning, 
Environmental Safeguards, Indigenous Peoples Safeguards, Involuntary Resettlement 
Safeguards, and prohibited investments as set out in the Safeguard Policy Statement (2009) 
(SPS), gender policy and labor standards, and the loan agreement for each tranche under the 
Project. 

8. The Borrower shall cause DOTr to employ sufficient staff for the duration of the 
Project with adequate and relevant expertise in the field of project management, financial 
management, engineering, procurement, environmental and social safeguards implementation. 
DOTr shall ensure that all staff employed for the project are equipped with adequate office space, 
facilities, equipment, support staff and telecommunications and management information systems 
for the entire duration of the project. The Borrower and DOTr shall undertake best efforts to ensure 
that the same persons will continue to be assigned to key officers in the PMO for the entire 



duration of the project, including, without limitation, the directors or project manager of the PMO 
and contract manager. 

9. The Borrower shall ensure that the implementation of each component under the 
Project and Project facilities are in compliance with the undertakings and assurances concerning, 
anticorruption, Environmental Safeguards, Indigenous Peoples Safeguards, Involuntary 
Resettlement Safeguards, gender policy, labor standards, and prohibited investments as set out 
in Schedule 5 of this FFA and the loan agreement for each tranche under the Project. 

Component Selection 

10. All components are selected and approved in accordance with the selection criteria 
and approval process set out in Schedule [4] to this FFA and all documents forming the basis for 
screening, selection and processing of component are made available to ADB upon request and 
are kept available for such purposes for a minimum period of five years from the date of the 
relevant project completion report. 

Grievance Redress 

11. Towards smooth implementation of the Project, the Borrower shall cause DOTr to 
ensure that grievance(s) if any from stakeholders, relating to project implementation or use of 
funds are addressed effectively and efficiently. 

Coordination 

12. The Borrower shall keep ADB informed of discussions with other multilateral, 
bilateral and national aid agencies, particularly JICA's involvement, that may have implications 
for the implementation of the Project. The Borrower shall provide ADB with an opportunity to 
comment on any resulting policy reform and/or investment proposals, and shall take into account 
ADB's views before finalizing and implementing any such proposals. 

Operations and Maintenance 

13. The Borrower shall, through DOTr, establish and maintain an asset management 
system for the Project facilities for the effective O&M of such facilities. 

14. The Borrower shall, through DOTr, ensure that appropriate budgetary and human 
resources allocations are made for the continued O&M of the Project facilities, such as bridges, 
viaducts, tunnel, buildings, the depot and stations, once they have been commissioned and 
become operational. 

15. Notwithstanding the foregoing, the Borrower shall, through DOTr, ensure that O&M 
for Project facilities is provided by DOTr until such time as DOTr and Philippine National Railway 
("PNR") or other relevant authorities make appropriate arrangements for (a) the ownership 
transfer of such Project facilities and (b) continued O&M by the relevant authorities. 

16. The Borrower shall ensure that before commissioning the railway, DOTr adopts 
and applies operation and management practices followed by internationally recognized railway 
operators. Further, the Borrower, through DOTr and PNR shall engage appropriate private entity 
following its regular policy, procedures and practice for the O&M of the Project facilities. 



(Template) 
PERIODIC FINANCING REQUEST 

Date: 

To: 	Asian Development Bank 
6 ADB Avenue 
Mandaluyong City, Metro Manila 

ATTENTION: Director General, [Department] 
Fax No. [ 	 1 

Sir/Madam: 

RE: [Insert name of Investment Program]: Periodic Financing Request # 	1 

Please refer to the Framework Financing Agreement for [ 	] dated 	between 
Asian Development Bank (ADB) and 	 . Expressions defined in the FFA shall 
have the same meanings herein. 

Pursuant to the provisions of the FFA, the [insert name of "X"] ("X") requests ADB to process this 
PFR for a tranche, in the form of a [loan] [grant] [guarantee] [administration of cofinancing] from 
its [ Insert resource type 1. The proposed financing amounts, terms, conditions, and financing 
plan are specified in Attachment A hereto. Descriptions of the [components] [projects] for which 
financing is hereby requested are set out in Attachments [ 	1 to [ 	1 hereto. 

(If sovereign or other guarantees of repayment are to be provided). ["Y"] ("Y") hereby confirms 
that a guarantee in form and substance acceptable to ADB will be executed and issued, and 
confirmed as the valid and binding obligation of "Y", as a condition precedent to the requested 
tranche becoming effective. 

[For second and subsequent PFRs "X" hereby certifies that it is in full compliance with the 
understanding set out in the FFA]. 

By: [name of "X"] 
[Signature of Authorized Representative] 
[Full Name and Title of Authorized Representative] 

By: [name of "Y"] 
[Signature of Authorized Representative 
Full Name and Title of Authorized Representative 



Attachment 

Project Description The [components] [projects] proposed for financing under the 
requested PFR is/are: 

[Describe the [components] [projects] 

[The Design and Monitoring Framework for this tranche is in Annex (--). 
Additional details are in Annex (--).] 

Cost Estimates and The total cost of the [components] [projects] is estimated at 
Financing Plan 	,[inclusive of taxes, duties, and interest and other charges on the 

loan during construction]. The detailed cost estimates and financing plan 
are in Annex (--). 

($ million) 

Project/ 
component 

Counterparty ADB Cofinanciers 

A 
B 
Total 

[Loan]' Amount and The request is for a [loan] of $[ 	1 million from the [ insert funding  
Terms 	 source ] of the Asian Development Bank (ADB) provided under ADB's 

London interbank offered rate (LIBOR)-based lending facility, with a (--) 
year term including a grace period of (--) years, an interest rate determined 
in accordance with ADB's LIBOR-based lending facility, and such other 
terms and conditions as agreed in the FFA, and further supplemented 
under the [Loan and Project, or other] Agreements.2  

Expected Project 
	

The [components] [projects] are expected to be completed by ( 	date is 
Completion and 
	

normally 6 months before the closing date ). Closing date of the [loan] 
Closing Dates 
	

[grant] account will be ( 	date Should be within the Availability Period 
stipulated in the FFA). 

Advance 	 Advance contracting is requested for 1 	 1 

Contracting 

Retroactive 	Retroactive financing is requested for [the eligible expenditures], not 
Financing 	 exceeding the amount of ( 	 ), incurred before loan 

effectiveness, but not earlier than 12 months before the signing of the legal 
agreement. 

Implementation 	The Executing Agency will be the ( 	 ). [Describe detailed 
Arrangements 

	

	implementation arrangements in the context of the Facility Administration 
Manual. A separate project administration manual may be prepared for 
the purpose of each tranche, in such case, indicate 'a project 
administration manual has been prepared for this tranche'] 

1  Amend as appropriate for the conversion instrument, e.g., grant, guarantee, or administration of any cofinancing. 
2  This 	'be suitably revised based if the source of funding is ADF or if the loan is in local currency. 
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Procurement and 
Consulting Services 

Safeguards 

The procurement plan is attached as Annex (--). Terms of reference for the 
engagement of advisors under this tranche are attached as Annex (-
-). 

"X" confirms that the understandings set out in the FFA [and provisions of 
previous [loan agreements] have been adhered, and remain true to date. 
A full report on compliance is attached as Annex (--). 

[Specify the actions necessary and already accomplished that make the 
[components] [projects] ready for financing.] Summaries of feasibility 
studies, engineering designs and economic and financial assessments are 
attached as Annex (--).A summary of [proposed, on-going] advance 
actions are in Annex (--). 

For first PFR. Attach and refer to required safeguard documents. 
For second and subsequent PFRs. [Attach and refer to (i) report(s) on 
the status of compliance with ADB's safeguard requirements (environment, 
involuntary resettlement and indigenous peoples) for previous PFR(s), and 
(ii) required safeguard documents for the second and subsequent 
tra ches.] 

Confirmation of 
Continuing Validity 
of and Adherence to 
Provisions of FFA, 
Previous 
Agreements, and 
the Design and 
Monitoring 
Framework 

Readiness of the 
Project for 
Implementation 
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