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Washington, D.C. 20523

UNCLASSIFIED

AID-ILC/P-LL9
June 29, 1966

MEXORANIUM FOR THE DEVELOPMENT LOAN COMMITTEE
SURJECT: Bolivia - Santa Cruz Electric Power

Attached are reviued pages to be inserted in the subject
Capital Assistance kaper,

The recommendations for authorization of a loan in an
amount not to exceed $;,750,000 to Empresa Nacional de Electricidad
(ENDE) ("Iorrower") an autonomous public corporation, organized
under the laws of the Kepublic of Bolivia, to assist in financing
the dollar costs, including engineering costs and technical
assistance for the construction of facilities for the generation,
transeission and dimtribution of electricity in the Department of
Janta Cruz, lwlivia, were diacussed at the meeting of the
Peveloprent Loan taff Committee on Monday, June 27, 1966.

Rachel C. Rogers
Assistant Secretary
Development Loan Committee

Attachmentar (Rovised June 29, 1966)
vumeary and Hecomondations, pp. 1 and 2
Yroject Analynin, p. 5

Freviously Distributed: June 17, 1966
surmary and Hecormendations
Froject Analynin
Annexen As]
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AID-DLC/F-LLS
June 17, 1966

MEMORANIUM FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT: Bolivia - Santa Cruz Electric Power

Attached for your review are the recommendations for
authorization of a loan in an amount not to exceed $k,750,000
to Empresa Nacional de Electricidad (ENDE) ("Borrower'!") an
autonomous public corporation, organized under the laws of the
Republic of Bolivia, to assist in finanecing the dollar costs,
including engineering costs and technical assistance for the
construction of facilities for the generaztion, transmission
and distribution of electricity in the Department of Santa Crvz,
Bolivia.

This loan prcposal is scheduled for consideration by
the Development Loan Staff Committee at a meeting in the near
future.

Rachel C. Rogevls
Assistant Secretary
Development Loan Committee

Attachments:
Summary and Recommendations
Project Analysis
Annexes A-P
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BOLIVIA - ISANTA CRUZ POWER

SUMMARY AND RECOMENDATIONS

1. BORROWER: The Empress Kacicrial de Electricidad (ENDE), is
&n sutonomous public corporation organized under the laws of
Bolivia. Under its articles of incorporation it is authorized
to coordinate the generation wnd transmiseion of electrical
power throughout the country. -

ENDE was incorporated on February 4, 1965, with an
authorized capital of 40 million dollars. Prior to that date it
was a branch of the Corporacion Boliviana de Fomento (CBF). A
capital contribution of $10,000,000 hae been made through CBF
with funds borrowed by the CGovernment of Bolivia (GOB) from the
International Development Association (IDA). In addition, ENDE
received & loan of $3,500,000 from the Inter-American Development
Bank (IDB) to assist with the financing of the Corani
Hydroelectric Project (see Financial Analysis for discussion of
capitalization). ENDE is expressly authorized to borrow money
from A.I.D. for the financing of electric power projects in
Santa Cruz, Potosi, BSucre, and Tarija as specified 1ln Supreme
Resolution No. 130040 (See Annex F).

2. AMOUNT OF LOAN: Not to exceed:
$4,750,000 in dollars.

3. TOTAL COST OF PROJECT?

Local contribution:*

Working Capital $ 550,000
Value of pipeline 600, 000 $1,150,000
A.I.,D. contribution:
Dollar loan L, 721,220
Bolivian peso loan
(PL 480-104g) 1,566,780 6,288, 000

TOTAL COSTe o o « o « » o s o » « » . $7,438,000

*In addition, the original electrical installations in Santa Cruz
vhich will be part of this system are valued at $240,000. A.I.D. funds
will not be used to finance the construction of the pipe.ine.
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L, PURPOSE: To provide facilities for the generation, transmission,
and distribution of electricity to the Santa Cruz ares,
including the rebuilding of the existing distribution
installation in the city of Santa Cruz.

5. BACKGROUND: 1In 1963, discussions were held between officials
of the GOB, IDB, IDA, and A,I.D. with respect to financing the
development of electrical power in Bolivia. Based on differences
in administrative procedures and the requirements of A.I.D.
legislation, 1t was agreed to split the Bolivien electric power
program into different projects to be handled separately by the
international lending institutions. A,I,D. esgreed to center its
activities in the Santa Cruz, Sucre, Potosi, and Tarija areas.

6. PROJECT DESCRIPTION: The A.I.D. rinanced part of the proposed
project will consist of l) expansion of the present generating
capacity in Santa Cruz to 13,000 KW by the construction of a
thermoelectric plant with a capacity of 10,000 KW, 2) comstruction
of 65 Km of 66KV line between Santa Cruz &.d Montero, with step-
down sub-stations at Montero and Warnes, 3) total rebullding of
exlseting urban distribution installations, changing the present
6 KV primary distribution tension and 220 V secondary tension to
10 KV and 380/220 V respectively, and 4) construction of rural
distribution lines. Financing and construction of a pipeline
from gas source to generation plant will be the responsibility of
the Government of Bolivia

T. ALTERNATE FINANCING: Other sources of financing for this
project are not available upon reasonable terms. By virtue of
prior understanding, the IDA and IDB are sharing in the
development of electric power in areas other than Santa Cruz.
This consortium is discussed further in Section I, Project
Description and Background.

8. EX-IM BANK CLEARANCE: The Ex-Im Bank is not prepared to consider
public project loans in Bolivia (see Annex H).

9. VIEWS OF COUNTRY TEAM: The Country Team recommends asuthorigation
of this loan. The project is essential to the economic
development of the Santa Cruz Department.

10. STATUTORY CRITERIA: The statutory criteria related to this loan
have been met (see Annex E).

11, ISSUES; A.I.D. policy stipulates that lozu terms for revenue-
producing projects should be & minimum of 5%% per annum for a
period of 25 years or less. Softer terms of v years at 23%
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with 5 year grace period at 1% are recommended for the present
loan for the following reasons:

8¢

This is the first rural electrification project in Bolivia.

t is designed as the backbone for future expansion in a
rapidly growing agricultural area. ZExperience in the U.S,
has demonstreted that rural ccoperatives such as the
Cooperative Rural de Electrificacion (CRE) have been
effeetive in the administration and promotion of rural
electrification. Favorable loan terms at this stage of its
development will facilitate the internal capitalization of
CRE and should enable the new system to expand beyond the
net proposed in the present loan. Similar or more favorable
loan terms have already heen extended by A.I.D. to rural
electric cooperatives in five Latin American countries.
Such cooperatives because of consumer participation and
decentralization of operations have proved very effective
in areas comparable to Santa Cruz.

Terms for other rural electrification loans have been:

b.

Costa Rica LO years at 2%% with 10 year grace period at 1%
Colombia 35 years at 2% with 10 year grace period

Chile 40O years at 2% with 10 year grace period at 3/4%
Ecuador 40 years at 2% with 10 year grace period at 3/4%
Nicaragua 35 years at 2% with 5 year grace period at 3/4%

Although this project in 1ts first years will primarily

serve the urban Santa Cruz area, it will also establish the
essential firm basis for the growth of a rural electrification
system and to the extent that urban rates equal rural rates,
it will subsidize the rural system where costs of distribution
are higher.

The terms of the loan should be such as to encourage

economic development in the Santa Cruz area based on reasonable
rates for dependable electric power. Development of this

area 1s considered of the highest priority by the Country

Team.

CRE 18 a new organization created and managed in the area

to be serviced by the loen. It will purchase electrical
powver generated by ENDE for distribution and will need
support during this initiel stage. As part of the loan
extended by ENDE to CRE for the purchmese of the distribution
system under the same loan terms that ENDE receives from
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A.1.D,, ar allocation of $250,000 has been made for
technical assistance in the menagement of electrical
distribution systems. Such adiitional assisiance to CRE

&

is essertial e this Time.

12. R=COMMENDATICNS:

a. lnterest and terms of repeyment:

1)

Trne loan will he repaysble in dollars in thirty (3C)
years, including a grece period of five (5) years
with one (1) percent interssi. Interest shall be
payatle at & rate of two and cne half (23%) percent
per ennum, for the remaining twenty-five (25) years.

If the G{B so elects, ENDT shall fulfill ite dollar
obligations under the loan by paying to the GOB the
equivalent in Bolivian pesos of the dollar amount
payetle to A.I.D. under the terms of (a-1) ahove. In
such an event the GUB will repay A.,I.D. in dollars in
forty (L40) years inecluding & grace period of ten (10)
years with initerest of one (1) percent. Interest
shall be payanle a% a rate of two and one half (23)
percent per arnum for the remaining thirty (30) years.

b. Other terms and conditionsa:

1)

ENDE shall provide a schedule of priorities setting
forth the relative positions of A.,I.D. ard IDB as
creditore. This scheiuls is to be subject to A.I.D.'s
approval ani acknowledged by IDB. It is recommended
that the ahove listed lending institutions stand '"pari
passu' as creditors.

ENDE grall enber into a loan agrecment, satisfacvory to
A,T,D., urder the terms of which the Cooperativa Rural

de Electrificacion (CRZ) will receive a portion of this
loan for the purpose of carrying out the distributior
funetions of this projsct. CRE will in turn be obligated
to reray ENDX unier the identical terms that ENDE receives
from A.1.D.

It is recommended that as a condition precedent to first
disbursement, arrangements satisfactory to A.I.D. will be
mede by the GOB with appropriate entities, governmental
or private, which assure avallahllity of natural ges at
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the generating plart site by July 1, 1968, at a cost of
not more than twenty-five (25) cents per 1,000 cubic
feet. The GOB through the Ministry of Economy and the
Ministry of Mines and Petroleum hae assured USAID/B

that natural gas will be available at & reasonable price
at the generation site (see Annex K).

4) The GOB shall guarantee repayment of the principal and
interest on the loan. (See Annex L)

5) ENDE and CRE will adopt rate schedules to be effective
wher. the new system tecomes operative for wholessale
and retail rates respectively designed to yleld revenues
to produce an average net return of nine (9) percent in
accordance with the regulations of the GOB National
Regulatory Authority (DINE) and will adjust such
schedules as required annually to maintain this return.
In view of the favorable loan terms, established rate
schedules shall be the same for urban and rural
cconsumers unless otherwise, agreed to by A.I.D.

6) Prior to any disbursements under this loarn, arrangements
satisfactory to A.I.D. shall be mede by ENDE for
consulting engineering services for the design and
supervision of construction of the power plant and the
transmission and distribution systems.

7) Prior to disbursement of funds for technical assistance
to CRE, except for a management consultant, a plan
satisfactory to A.,1.D. shall be developed by ENDE and
CRE setting forth the types of advisory and training
services required and the proposed arrangements for
providing such services.

Project Committee:
Loan Officers: Co.L. Crowder, W.C. Brister, E. Garcia
Engineers 1 W. Hodgin, C. Shirley
Economist v T. Wilford
Controller : E. Barrett

Drafting Officers : C. L. Crowder, E. Garcia, T. Wilford, W. Hodgin
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June 17, 194C
SECTION I - PROJECT DESCRIPTION AND BACKGROUND

The Project

Background - The completion of the 500 Km asphalt road between
Santa Cruz and Cruz and Cochabamba in 195L provided a catalyst
for the rapid development of the Santa Cruz area. In the ensu-
ing 12 years, the population almost doubled without appreciable
assistance from public plannirng departmeits.

Municipael public services did not keep pace with ihis rapid
growth. Recognizing that the rate of development in the Santa
Cruz areca was dependent in part upon the growth of the public
electricity supply, various reports and studies were instigated
by the GOB and by the citizens of Santa Cruz.

In response to the growing demand for electricity in the
Santa Cruz area, USAID/Bolivia grant funded three 500 XKW
generating units in 1962, using the Corporacibn Boliviana de Fomento
as the implementing agency.

The Scarcity of electricity was shared by other urban areas in
Bolivia and was met in part in 19%3 by the emergency loan of
$1,800,000 made by the IDB for Cochabamba, Tarija, Sucre, and
Santa Cruz. Allocation of funds to these cities was based upon
the International Engineering Company, Inc. report of January 1962.

It was recogniced that this Ioan only tapped the surface of Bo-
liviats power needs. Consequently, in 1963, preliminary discussions
were held between A,1.D. and the IBRD to determine the interest
of A.T.D. in perticipating along with IDA and IDB in financing an
overall power development program under consideration for Bolivis.
These discussions continued into 196l for the purpose of determining
the probsble amount eachl lending institution would be able te
commit to the program. A.l1.D. representatives included the USAID
Mission Diractor as well as members of the Washington staff.

The major part of tbe prepesed program was the Corani Hydre-
electric iroject end transmicsion line from the Corani plant
to Cochabamba and Catavi. However; some funds were included
for development in Santu Cruz, Svcre, Potosi, and Tarija.
Bcecause of differences ir adminictirative precedures and the
requirements of A.I.D. legisiation, it was agreed that it would
be better to separate some porticn of the program which could
be administered independently by A.I.D. The resulting separation
was also based on the isvlated nature of the systems of the four
cities Tarijs, Sucre, Potosi, and Santa Cruz, which are not
related in any way to the Corani Project. At that time estimates
indicated the requirements of the four areas would total lese than
$L million.
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A review of the available information showed that plans and cost
estimates adequate to support an A.I.D. loan did not exist.

It was therefore agreed that IDA and IDB would go ahead with
their portions of the program, namely, the Corarni and Bolivian
Power projects, and that A.I.D. would consider a loan for the
initial requirements in the four cities mentioned above, when
adequate feasibility studies were available.

This intention was conveyed to the President of CBF and the
General Manager of ENDE when they were in Washington in
April 196L. A.I.D. also provided ENDE with suggested terms
of reference for directing the work of engineering consultants!
studies.

In 1963, A.I.D. also became interested in the possibility of
developing rurel electric cooperatives in Belivia. A rural
electrification specialist was sent to Bolivia through the A,I.D.-
NRECA contract to prepare a feasibility study. The area chosen
was Santa Cruz. The project was suspended when it became apparent
that there were conflicts between the electric cooperative (CRE)
which was already organized and the Bolivian Government with
respect to the nature of the power development program in the
area. In view of A.I.D.'s interest in the success of both ENDE
and the electric cooperative, another NRECA specialist came to
Bolivia in April 1965 to assist the two organizations in arriving
at a mutually satisfactory magreement. The point at issue had been
the desire of the cooperative tc generate as well es distribute
power in the area, whereas ENDE had been equally strong in its
position that it wculd generate power and the cooperative should
be the distribution agency.

The difference has been finally resolved by obtaining
concurrence of the parties to a decree (Bee Annex F Decree
No. 130040) which provides that ENDE be responsible for generation
and transmission. Shortly thereafter, a contract was entered into
between ENDE and CRE citing the rospective grounds of agreement,
which will result in the transfer of the distribution system to
CRE upon termination of constructinn. (see Annex J)

Earlier, Ingenieria Global, an agency of the GDB, was asked
through the Minister of Economy to prepare a feasibility report
on the electrical supply of the town of Santa Cruz and surrcunding
rural areas. This report, compiled by Dautsche Projekt Union
(DPU), a German Engingering Firm, under contract with Ingenieria
Global, was prepared with USATD/B occupying a consultative position
in anticipation of proposed future financing. Consequently,
information regarding U.S."prices and materials is contained in
the report. The basie of the proposed project is the study as
amended in part by ENDE,
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The IRR was consideroZ at a CAEC meeting on November 1,
1965. The minutes of this meeting indicated ihe need for
discussion of the actuzl rate policy to be used and its method
of determinstion. In addition, a breakdown of fcreign and local
cosis and congideration of & two-step loan wac requested. These,
are ail covered in Section IV FINANCIAL ANALYS1S. Additional
general points involving overall Mission policies and the minutes
of the November CAEC meeting are included in Annex O.

The Borrower

1) Origin and Legislation -~ The Empresa Nacional de Electricidad
(ZDE) was crested as a part of Corporacion Boliviana de
Fomento (CBF) February 9, 1962, by Supreme Decree No. 05999.
Pursuant to thz suggestiens of IDA and IDB, ENDE became a
self-governing branch of CBF on May 1st, 1963. On June 11, 196k,
INDE adopted a charter and by-laws prepared with the assistance
of IDB and IDA. It was fermally recognized as a legal entity
by Ministerial Resoluticrn . 127L62, dated February L, 1965.

legislation, is to develop and control the primary systems of
generation and transmission of electric power throughout Bolivia,
except where privete industry is successfully operating, i.e.,
the District of la Paz.

2) Organization - ENDE is a corporation governed by a board
of directers. (See Financizl Analysis for discussion of
capitalization). The powers of the direciors are set forth
in the by-laws. The organization includes gencral management
division (See Organization Chart) and a "Special projects"”
division which utilizes personnel specially skilled for individual
rojects, such as the gereration facility under construction
at Ccrani.

The main office and cen*er of operations is in Cochabamba, with
rost porsonnel werking cut of this office. ENDE presently

has 27 engineers distributed as follows: 10 in Cochabamba,

12 in Corani, 1 ir Tarija, 3 in Santa Cruz, and 1 in La Paz.

In addition there are Li6 technicians, secretaries, and laborers.

ENDE has agreed with the Cooperativa Rural de Electricidad
(CRE), a local cooperative organized in anticipation of this
loan, to transfer the distribution system upon its completion.

UNCLASSIFIED
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8ECTION II - SANTA CRUZ ELECTRIC POWER - ENGINEERING ANALYSIS

A. Project Description

This Project includes a 10,000 KW generating plant, 65 Km of
66 KV transmission line, a new and expanded distribution system in
Santa Cruz and a rural distribution system. Annex A contains e
detailed description.

There will als> be a pipeline constructed from a gas field within
60 Kr of Santa Cruz to the power plant site. Financing and construction
of this {tem will be the respnonsiblity of public and private entities
in Bolivia. A,I1.D, funds will not be used for the pipeline.

The g¢enerating plant to be located near Santa Cruz will provide
capacity to supply both the cit, of Santa Cruz and the smaller towns
and areas included in the initial rural distribution system (See Map).
The plant will include three gas-diesel electric generating units
capable of using natural gas which the GOB has agreed will be available
at the plant site, or diesel oil. Two 10 KV circuite from the plent
will connect to the Santa Cruz distrlbution system.

The Santa Cruz urban distribution system is designed for 10 KV
primary and 22-/380 V secondary. Aerial corstruction will be used
except in the center of the city where existing primary circuits
are underground. This project includes 23 Km of overhead and under-
ground primary line, 6,200 KVA of 4istribution ransformers, and
assocleted necondary servicesc and meters.

Rebuilding the urban system also involves converting the
existing prime~y from G KV to 10 KV and the secondary system from
220 V three wire, to 220/380 V four wire with neutral.

A single circuit 66 KV transmission line will extend from the
pover plant step-up substation north of Warnes and Montero. Sub-
stations are proposed at bioth of the towns, 2 MVA &t Wariaes and
10 MVA at Montero.

The proposed rural distribution system will provide service
init!ally to the towns of Warnes, Montero, Portachuelo, General
Saavedra, and ad)acent arcas and settlements. About 90 Km of
primary distribution lines and associated distribution transformers,
secondary wiring and meters will be installed to serve 2,900 consumers.,

B. Technical Evaluation

The prolect is based on studies performed by Deutsche Projskt

# Union ror the Ministry of Economy. DYPU prepared four preliminary
reports on the project arse in 1963 and 1964 and ir addition to its
own investigations had available reports from other sources prepared

UNCLASSIFIED
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during 1961-1963 vnich dealt with the power developments in the

Santa Cruz area, The specific feasibility report outlines a medium-
range program for a lO-year period through 1975. This project includes
the first four yeare of that program. The DPU recommendations and
subsequent modifications with respect to the initiel capacity of the
power plant, and the transmission line voltage, have been approved

by A.I oDe

Merket projections estimate the demand at 8,000 KW when the new
plant 1s scheduled %o begin operation late in 1969 and increasing
to 19,000 KW in 1976. ENDE presently has on order two 500 KW diesel
electric units to be installed in 1966 in the existing plant, which
will bring the total installed dependable capacity to about 3,000 KW.

When the new plant is completed there will be dependable installed
capacity of 13,000 KW. Although the proposed initial installation
of 10,000 KW is larger than recommended in the feasibility study, 1t
now appears that this 1s the minimum added caepacity needed as
11lustrated in Section III, ECONOMIC ANALYSIS.

The preliminary plans esre based on natural ges for fuel., Abundant
regerves are known to exiet in the area but no ges has been marketed
to date., Gulf enticipstes petroleum production July 1, 1966, with
concomitant natural gas production. Opereting statements have been
projected on the baais that arrengements will be made for the pur-
chare of gas at the plant site a% no more then 25¢ per thousand
cublic feet, USAID/B recelved assurences from GOB thaet nesturel gas
will be availeble (see Annex K). Satisfactory arrangements assuring
availability of gas at the plant site will be a condition precedent
to the disbursement of this loan. The transmission voltage recommended
in the feapibllity study i1s 115 KV on the basis of standardizatlon
even though lower voltage wae ehown to be mc e economical. ENDE has
proposed 66 KV which is adequate for the assumed loading and 1s more
economical than 115 KV. The cost estimate 1s based on 66 KV. The
cost estimates were derived on the basis of U.S. and Bollvien costs.
The proposed loan includes all the foreign exchange costs of the
power plant, transmission and distribution system. OSee Annex B for
a breekdown and schedule of disbursements. Preliminary quotations
were solicited from U.S. suppliers for the major items to be lmported.
Construction costs were developed from unit prices of materialms and
lubor prevailing in Bolivia. The budget includes about 9.5% of the
direct construction costis for contingencies. Sufficient’ planning and
preliminary engineering has been completed to develop reasonable cost
estimates and satisfy F.A,A. Sec. 611,

UNCLASSIFIED
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C. Managementv and Operations

The existing system In Santa Cruz was acquired by CBF from the
Senta Cruz Public Works Committee in October 1964, Technically, it
was acquired by CBF before ENDE was separated from CBF and the
generating plant has since been transferred to ENDE. The dis-
tribution system wlll be transferred to CRE. In 1965, personnel on
the Santa Cruz system payroll were reduced from 120 to 40, Some
emergency improvements Including the asddition to the existing power
plant and reoullding a portion of the distribution system are in
progress. The work 1s being financed by an IDB credit to CBF.
Operation of the proposed sysvem hag been projected to reflect
the agreecment that ENDE wlll be responsible for generation and
transmission, and CRE for distribution, ENDE has competent
management and a country-wlide staff of 27 englneers. Additional
operating personnel for the Santa Cruz system must be recrulted and
trained. ENDE has engezed Harza Englineering Company to provide
asslsgtance 1in 1ts operations on & country-wide tasis.

D. Technical Asslistance for CRE

Existing or prcposed arrangements financed through the IDA
credlt are providing technicael assistance pupport for ENDE. Much
essistance will be required, however, by the Cooperative, which
must start from nothing aid develop an organization and staff capable
of opersting an electric disvribution system with an Investment of
$2.9 million and serving 9,000 connections initlally., To assist in
developing the management and sdministcrative capablility of the
Cooperetive, funds are included for & management specialist and an
operations and maintenence speclelist for two years each. Since CRE
will not have responsitility for operations lmmedlately, the requirement
for operatione and maintenance assistance should be reviewed when the
number and capabllities of operating personnel,which may be transferred
to CRE, may be better determined. The management specieslist should be
available as socn ag possible after the loan becomes effective.

E. Rates
Existing retall rates in Santa Cruz discourage the use of

electric power because they progressively Increase with use. The
following consuvmer rates are currently in effect:
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KWH
30 3.3 ¢/KwH
31-50 5.4 ¢/KwH
51-100 6.3 ¢/KwH
101-200 T ¢/KWH
Over 200 8 ¢/xwH

Industrial rates which were formerly progressive are now established
on flat rate basis of 5.4 ¢ per KWH,

A new rate schedule based on higher rates in rural areas than
in urban areas was developed by DPU. ENIDE has accepted the level of
rates proposed but has rejected the specific schedule as being too
complicated to administer, and will follow a simpler schedule to be
developed 1in accordance with regulations of the Direccion Nacional
de Electridad., See Financial Analysis for Tariff discussions.

F. Engineering Plan for Execution of Project

Final design and supervision of construction of the system will
be performed by a U.,S. firm of consulting engineers. Design concepts
adopted 1n the feasibility study will be reviewed to assure that the
final design is the best solution for the area and takes full advan-
tage of U.S. practices and equipment capabilities.

Construction of the power plant and part of the transmission
system and distribution systems will be performed by contract.
Qualified Bolivian and U.S. contractors will be eligible and contracts
wlll be awarded on the basis of competitive bidding. ENDE plans to
perform part of the trensmission snd distribution construction with
its own forces. For example, 1t would continue the urban rebuilding
vhich 1s presently in progress.

Equipment and materials will be procured by competitive bidding from

the U.S. except for locally available construction materials which
will be purchesed with the PL-480 (104G) locel currency loan.
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Major power plant equipment contracts will include installation
servires by the supplier.

A proposed construction schedule is shown in Table 7 of the
Seetion VI - IMPLEMENTATION PLAN. The total period required from the
time final design beging until the plant is in operation is scheduled
for three years.
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SECTION III - ECONOMIC ANALYSIS

A. The Place of this Project in Bolivian Development Strategy

Development of fertile semi-tropical agricultural land,
exploitation of oil and gas reseives, and stimuletion of light
industry are ell important objectives in Bolivia's plans for
economic development. Improvement in each of these areas would
undergird a basic USAID objective »f economic diversification,
and should ultimetely improve Bolivia's foreign exchange position
as well as the level-of-living of 1its people. The Sante Cruz area
provides perhaps the best natural resource base in Bolivie for
increasing and diversifying agricultural production and for
stimulating industrial activity derived from agriculture. USAID/
Bolivia recognizes that adequate infrastructure is necessary if
the economic development of the Sante Cruz area as outlined ebove
is to continue. Adeéquate electrical facilities in the Sante Cruz
region are a vitel part of such infrastructure.

In enother perspective, the USAID interest in finencing the
electricity progrem for Sante Cruz has been stimulated by four
basic factors, including: 1) the linking of trade between Sente
Cruz, Cochebambe, and La Pez due to the completion of the
Cochabemba-Santa Cruz roed in 1954 2) the emergence of Santa Cruz,
during the past ten years, as &n importent agricultural and, to &
lesger extent, industriel center; 3) the spontaneous and planned
agricultural colonization that has developed in the rural area
that would be serviced by this loanj }) the potential growth of
the area as & supplier of agricultural and wood products, oil and
natural gas, eand light industry for both domestic consumption and
for export. The area provides, perhaps, Bolivia's best opportunity
to become self-sufficient in basic agricultural products, and
further offers potential sources for 1ncreasing and diversifying har
exports. Agricultural production end productivity in the area have
risen markedly during the pest ten years. This, coupled with the
discovery of substantial oil end gas reserves, makes the aresa
highly important in Bolivia's plane for economic development.

Since the completion of the highway to Cochabemba in 1354 the
area within a 62 mile radius of Sante Cruz hes enjoyed relatively
rapid economic development. For example, 1) the population of the
area has nearly doubled in 12 years, far exceeding the aversage
population growth of the countryj 2) cotton production has increased
from 116 metric tons in 1950 to 1,310 in 19653 3) sugar yroduction
increased from 1,155 metric tons in 1950 to 83,158 in 1965; 4) rice
production rose from 12,500 to 35,000 metric tons between 1650 and

UNCLASSIFIED



-1 - UNCLASSIFIED

19663 and 5) the value of petroleum exports from the Santa Cruz oil
fields rose from $49,000 in 1950 to 1,908,000 in 1961, and
possibilities now exist for a $15 to $20 million export market.

Gas reserves from the Gulf oil fields near Santa Cruz are estimated
at three trillion cubic feet, and Gulf will begin exporting between
20,000 end 25,000 barrels of oil per day through Arica, Chilear
port, this summer. However, this growth in the area and in the city
was not accompanied by appropriate public planning and sociel
investment. The result is that infrastructure, particularly water
supply, sewerage facilities, street improvements and electricity
supply are completely inadequate., Relatively high prices for
electricity have allowed only the financially sironger entrepreneurs
to install power plants and thus, water supply systems which ir the
Santa Cruz area are powered by electricity. Investment in
infrastructure, particularly as concerns roads, sewerage, telephone,
and water systems, is currently being intensified in the Santa Cruz
area. Installation of appropriate electrical facilities, combined
with other infrastructure will eliminate what i1s rapidly becoming

a severe bottleneck to further growth in the area. Four major
reports have been made in the last three years on the electricity
needs of the Santa Cruz area. }/

B. General Economic and Geographic Factors

1) <Geography and Climate

The Department of Santa Cruz, one of Bolivia's nine
departments, is located in the southeast section of the
country and covers about one-third of the area of Bolivia
(143,918 square miles). The Department is bordered on the
east by the bush covered plains of Brazil, and on the south
by the "Gran Chaco" of Paraguay. The city of -Santa Cruz is
the agricultural center for the area. The altltude of the

1/ Viverette, Cecil E., "Engineering Feasibility Study and Loan
Application for the Cooperative, Santa Cruz, Bolivia." mimeographed
menuscript, October 1963. Richter, Paul, "Electric Energy for the
City and Rural Area of Santa Cruz, Feasibility Study," unpublished
report, May 26, 1965.

Deutsche Projekt Union, "Feasibility of a Thermal Power Station for
the Supply of Electrical Energy to the Town of Santa Cruz and its
Rural Surroundings,"” March 1963.

Empresa Nacional de Electricidad, "Request for Financing the Santa
Cruz Electricity Project,"” mimeographed manuscript, 1965.
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city of Santa Cruz is 1,450 feet and the climate is semi-
tropical. Average annual temperature is 64°, annual rainfall
is from 55 to 66 inches, and annual average humidity is

Tl percent. Land in general is level, and soil is basically
alluviel. Thirty-eight percent of the area is bottom land,
well drained and fertile, with scattered trees. Ten percent
is sandy s0il covered with pasture grasses, and 52 percent
has light sandy soil with medium texture.

Population
It is difficult to precisely estimate the population of

the area under analysis because the last official census was
in 1950. The following is a compilation from verious sources:

DEPARTMENT CITY
YEAR BOLIVIA OF SANTA CRUZ OF SANTA CRUZ
(in thousands)
1950a/ 3,013 283 b2
1965 4,136 b/ Lok g 75 4/
1975 5,277 ¢/ 591.6 ¢/ 100

Census of 1950

8/
E/ Letirn American Center of Demogrephy for the Economic
Commission for Letin America,

E/ Bulletin Statistical Supplement V, revised by CEPAL,
Simposis de Datos, Estimaciones y Proyecciones Democraficas.

Bolivia, Mayo 1962. Estimatés for 1965 Department
population range between 400,000 and 500,00C.

g/ Estimate of the Deutsche Projekt Union feasibility study,
May 1965. This figure varies from 69 to 110 depending
on source.

The area within a radius of 62 miles from the city is well
populated. Various types of settlements are found in the rural
ares, including long established communities and the newer
agricultural colonies. Among the latter groups are &) colonies
established by inducing non-Boliviens into the area, and b)
spontaneous colonization that has developed as the road
system expanded. As new land is made available by road
construction, and as the agricultural potential is exploited
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in the next decade, population will continue to grow.

There is little doubt that the Sante Cruz area, during
the past fifteen years, has had the largest population
growth rate of any major aree in Boliviae. Between 1950 and
1965 the total estimated Bolivian population rose by 37.3
percent, for an average annual growth rate of 2.5 percent.
At the smme time the entire Department of Santa Cruz
experienced a population increase of 64 percent, for an
average annual rate of 4.3 percent largely due to growth
in the Sante Cruz area. Using & conservative figure of 75,000
as the estimated 1965 population, the 1950-1965 growth rate
for the city of Santa Cruz was 78.5 percent, or an average
ennual rate of 5.2 percent, more than double the rate of the
country as a whole., In 1950 the Department of Santa Cruz
accounted for 9.4 percent of total Bolivian population,
while by 1965 the figure had risen to 11.2 percent. The
Melaria Control Center estimates that, in 1962, there were
36,339 families in the area to be serviced by the loan.
This included 15,450 families in Santa Cruz proper, and
20,889 in the rurel area. Roughly estimating the family
size to average 43, this would mean & population of 164,000
in the relevant aree including 72,000 in the city, for the
vear 1962.

Much of the Department's population growth has been in
the rural colonlzed aerees. In the town of Montero, for
example, population has grown from an estimated 2,000 in
1955 to currently around 13,000.

Agriculture

Intensive efforts have been under way for the past ten
years to expand agricultural output in the fertile area north
of the city of Sante Cruz. The results of this major effort
have been successful as it has become, in & relatively short’
period, the maejor producing area in Bolivia for rice, cotton,
and sugar. Efforts are now being made to develop a cattle
industry for export. The Forelgn Operations Administration
Report of Santa Cruz Area Development Mission (September
1954), in its analysis of soil fertility in the regicn, state:

Soll Group 1:
Deep, well-dreined, medium textured, fertile alluvial

soils in heavy Jjungle. Well adapted to the production
of sugar cane, rice, corn yuca, cotton, benanes, and
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plateins, citrus, improved pasture for cattle,
coffee, caceo, vegetables, and kinaf.

Soil Group 2:

Predominentely light textured alluviel soils with
pome heavy textured soils under a rather wide range
of drainege conditions occurring in the semi-pampa
and low jungle.

The better soil types of this kind of land are
gsuitable for the production of rice, corn, cotton,
citrus, bananas, peanuts, and improved pasture for
livestock.

The following teble 1ists, for selected years, total Bolivian
production for the major crops produced in the Santa Cruc
area:

Crops 1950 1962 1963 1965
Cotton (metric tons) 116 770 910 1,310

Sugar (metric tons) 1,155 48,815 60,000 83,158
Rice (metric tons) 10,000 2k,000 36,000 22,600%

*Estimated production for 1966 is 35,000
Source: Ministry of Agriculture

Adequate electrical facilitles could provide the catalyst
for increased mgricultural productivity (through greater
specializetion and use of irrigation facilities) and for the
emergence of food processing plants for domestic and export
consumption.

Infrastructure

Adequate electrical facilities would provide an important
addition to the growing infrastructure. Water systems already
exist in the towns of Santa Cruz, Buena Vista, Montero, and
Portachuelo, and a system is planned for General Saavedra
for 1966. Plans are undervay for paving the strests of Santa
Cruz, and a sewerage system is being instelled. Although the
major road connecting Cochabamba and Santa Cruz has been
completed, conastruction is continuing in the rural areas,
including &) improvement of colony roads, and b) construction
financed by & USAID loan of roads 3 and 7 from Montero to
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Puerto Grether and to the Rio Grande and from Guabira to
Rio Chane.

An efficient telephone cooperative, internally
financed by share purchases of the consumers, is i1n
operation in the city of 3anta Cruz. There are 2,040
telephoner inretalled, shareholders having paid $3L40 per
installation. The cooperative is planning to expand its
facilities by 2,500 lines in March 1967, end later to extend
the service north to Warnes and Montero.

5) Gross Regional Product

Quantitative date on Gross Regional Product are so -~rudely
estimaitéd as to be unrelisble. However, 1t is evident that
the Santa Cruz area currently has the highest rate of
increase in output of any heavily populated area in Bolivia.
Certainly the per capita income of the market-oriented
population is considerably higher than the national average
of about $13h.7, and expected increases in agriculture, oil
and gas, and wood products should contribute to a higher per
capita growth rate for this area than the average for the
country during the foreseeable future.

C. Present Facilities and Users

1) Electrictity Generation and Distrilutipn System

Existing electric power service in the area is inadequate
and unrelisble. The public system in the city of Santa Cruz
has a depecndable installed capacity of 2,050 Kw. An
additional 1,000 Kw will be installed by the end of 196%.
Other towns in the area to be served have only small diesel-
electric units of less than 100 Kw capable of only minimumr
lighting loads for & few hours a day.

Present consumption in the city of Santa Cruz is indicated

in Table 1 which gives generating and saler data for the Santa
Cruz plant for 1965.

UNCLASSIFIED



- 16 - UNCLASSIFIED

TABLE 1

Monthly Energy Generation and Sales in Santa Cruz *

Energy Energy Energy

Date Generated KWH Sold KWH Loss (%)
December, 1964 625,200 309,000 50
March, 1965 625,600 411,500 3k
May, 1965 708, 700 380, 100 L7
July, 1965 713,400 217,200 Lo
September, 1965 703,000 386,600 L5
December, 1965 729, 300 443,100 39

¥Source: Empresa Nacional de Electricidad, Santa Cruz Office,
January, 1966, unpublished data.

The table indicates the average energy loss at the
present time to be around 45 percent, due largely to the
antiquated and inadequate distribution facilities. Normal
losses range from 15 to 20 percent in an efficient systen,
The existence of a) inadequate generating capacity, and
b) an antiquated distribution pystem haes retarded the
economic development of the Santa Cruz aresz.

2) Present Consumers

Table 2 gives ihe major power users in Santa Cruz at
the present time and their estimated current power demand.
Most of these users have begun operation within the past
ten years. The table indicates that existing industry users
are predominately local services, forestry operations, food
processing, and oil. The majJor industrial users in the rural
area (not included in this 11st) are the three sugar mills at
San Aurelio, La Belgica, and Guabira (generating equipment of
these plants now fueled by wood) and the Yacimientos Petroliferos
Fisceles Bolivianos refizery. Additional indusiriel users in
the future could come from: a) small shops and factories
serving the local populace, b) growth engenderad by exploitation
of oil and wood resources, and c) agricultural-related
business such as food processing plants, vegetable oil mills,
slaughter houses and sav mills.,
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TABLE 2
Schedule of Large Power Users - Santa Cruz *
NAME Actual Use KW
1. 01l Refinery (YPFB) 750
2, Saw Mill (Indusa) 100
3. Saw Mill (Tavolara) 100
4. Saw Mill (Schuan) 75
5. Saw Mill (Merabol Ltda.) 75
6. Water Plant 250
T. Air Port 150
8. Brewery 150
9. Railroad (Corwnba-Santa Cruz) 150
10. Railrosd (Yacuiba-Santa Cruz) 150
11. Telephone Co-op (Cotas Ltde) 75
12, Sugar Mill 150
13. Machine Shop (Ferrero & Bertero) 75
1k, Machine Shop (Ricardo Bowles) 55
15. Tile Plant 75
16. Tile Plant 100
17. T7-Up Bottling Plant 60
18. Rice Mill (Bolivar) 60
19. Saw Mill (Echazu Hnos.) 100
20. Saw Mill (Gentilli) 50
2l. Saw Mill (Barbery) 75
22, Saw Mill EImbol) 100
23. Saw Mill (Pablo Riez) 50
2k. Carpenter's Cooperative 4o
25. Machine Shop (Antonio Rodriguez) 100
26. Machine Shop (Bartos & Company) 90
27. Machine Shop (Juan Angiarill) 50
28. Machine Shop (Equipetrol) 90
29. Machine Shop (Faremafu) 50
30. Starch Mill 50
31. Bread Factory (Seuto) 50
32. Carpenter Shop (Leon Berda) 50
33. Rice Mill (G. Villarroel) 50
34, Ice Plant (Pablo Fernandez) 150
35. Ice Plant (Hielo Cemba) 100
36. Spaghetti Plant (J. Gianella) 50
37. Clothing Factory (Estrella Americana) 50
38. Technical School (Don Bosco) 50
39. New Yater Plant 1,600 (not in operation)
9,995 KW

*Source: Richter, Paulj op cit., June 18, 1965, p.30.
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electrical service for the 35,065 potential consumers in
the rural area. Qualitatively, those persons connectved
to electricity in 1964 received very poor service.

Three forecasts have beer made of the electricity
demand in the Santa Cruz area for the years 1966 through
1976, including the ENDZ, the IPU, and Cecil Viverette.

All estimate maximum demand of 8,000 Kw or more by 1970,
The ENDE forecast, Bhown in Table 5 is slightly higher
than the DPU forecast and lower than the Viverette forecast.

TABLE 5
Estimate of Generating Capacity and Maximum Demand
for Santa Cruz System, 1966/T6

Year Generating Capacity, KW Meximum Demand, KW
Installed Firm

1966 3,050 2,500 3,000%
1967 3,050 2,500 3,000%
1968 3,050 2,500 3,000%
1969 13,00C 9,700 8,000
1970 13,000 9,700 9,000
1971 17,000 13,000 10,0C0
1972 17,000 13,000 13,000
1973 17,000 13,000 14,000
197h 22,000 17,000 15,000
1975 22,000 17,000 17,000
1976 27,000 22,000 19,000

*Demand limited by generating capeacity
2) Potential Impact on the Santa Cruz Area

Installation of adequate electricity facilities would
have a pronounced effecu on the r1ate of economic development
of the Santa Cruz area, increasing both its gross regional
product and 1ts per cepita income. The availability of a
cheaper and more dependable electricity supply should
result in four major benefits, namely:

a. Satisfy household needs, including electricity demands
for adequate lighting and household appliance needs;

b. Meke more efficlent use of existing industrial
capital in the area, much of which is utilized at
less than capaclty due to power outeges and low
voltages;
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¢. Induce agricultural-related and other industrial
activity into the area which hitherto has not been
forthcoming due to iradequate and costly power
supply; and

d. Increase agricultural activity by &) providing
power for irrigation facilities and thus increasing
productivity of existing land, b) inducing additional
farmers into the area and increasing total land
utilization, and c) providing electricity for
refrigeration and processing of agricultural produce.

3) Rate of return on Investment

Section D above indicates qualitatively the potential
social benefits that could result from the electrification
brogram. Although it is Impossible to quantify these
benefits, they appear to be substantial.

The internal rates of return on the generation and
transmission and distribution systems are estimated in the
Income Statements (Tables 9 and 10). The USAID/Bolivia has
reviewed the projected income statement, including the
projected data on generation and retail sales, average tariffs,
and cost of operations, and finde these data to be reasonable
estimates of the potential financial condition of both ENDE
and CRE over the next ten year period. The rate of return
on the project, defined as net income on operations divided
by the rate base (See Section IV - D), is presented in
Table 6. These data indicate an internal rate of return
averaging between 8 and 9 percent when the new system becomes
operative in 1970 which should be sufficient for both ENDE
and CRE to meet their debt service obligations and to build
up sufficient reserves to carry out expansion programs
planned for the 1970s.
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TABLE 6
Projected Annual Rate of Return on Santa Cruz Electricity Project
Generation and Transmission Distribution

Year System System
1966 - -
1967 - -
1968 - -
1969 Iy 5.1
1970 9.2 8.3
1971 8.5 9.5
1972 8.7 7.6
1973 10.3 10.3
197k 8.6 9.3
1975 7.6 8.9

See Tables 9 and 10

Considering the expected 9 percent internal rate of
return, and the additional unmeasured but implicit rate of
return of the social benefits indicated in Section D above,
it seems clear that the project has a sufficiently high
return to be considered a major priority in Bolivia's
developmental plans.
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SECTION IV - FINANCIAL ANALYSIS

A. Total Financing Required

Supreme Resolution No. 130040 of the GOB authorized ENDE to
negotiate and subscribe a credit with USAID for the Santa

Cruz Electric Power System. The Cost estimates shown in the

DPU feasibility reports have been adjusted by ENDE to include
system modification and expansion.  The total estimated project
cost is $7,L38,000 of which $li,721,220 represents the dollar
cost while the remaining $2,716,780 will be in local currency.
The total amount requested from A.I.D. for the Santa Cruz system
is as follows (see Annex B for local currency and dollar costs):

Local Currency
(PL_LB80, 10Lg)

Power Plant U.S.$2,100,000 31, 825,5000 § 27L.500
Step-up substation Li60,000 410,000 50,000
Transmission line 65 Km. 455,000 365,800 89,200
Warnes step-down substation 78,000 69,200 8,800
Montero step-down substation 240,000 21,000 26,000
Urban distribution 1,293,000 874,690 118,310
Primary rural distribution 182,000

Secondary rural distribution 378,000 720,030 239,910
Engineering 352,000 212,000 140,000
Contingencies 500,000 250,000 250,000
CRE technical assistance 250,000 180,000 70,000

Total AID Contribution $8,288,000 $1,721,200° 1,568,780
Working Capital $550,000
Value of Pipeline 00,000

Local Contributions# $1,150,000

TOTAL Cost of Project..$7,438,000

#In addition to original installations valued at $2L0,000
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A.I.D. Loan Terms

It is recommended that the loan term to ENDE be 30 years
including a grace period of five (5) years. The rate of
interest during the grace period will be one (1) percent
per annum and two and one half (2%) percent for the
remaining twenty-five (25) years. A two step procedure
is also recommended which would permit the GOB to assume
ENDEt's dollar obligation on terms of repayment of forty
(L4LO) years with ten (10) year grace. The GOB would pay
two and one-half (21) percent interest per annum except
during the grace period when the interest rate would be one
(1) percent. The reasons for these proposed loan terms
are as follows:

a) The need for sabsidizing rural electrification systems in
the early stages is generally recognized. This project
embraces a new rural system in addition to a financially
weak urban system;

b) ENDE anticipates the need for additional borrowing to pay
for the second phase of this project in the years 1968
through 1971. This phase involves expansion of both
generation and distribution facilities in the amount of
approximately $3,000,000 to meet the increasing demands
for electricity in this area. TFavorable credit terms
covering the present loan will place ENDE in a more
credit worthy position to finance the second phase.

c) A basic objective of this loan is to provide sufficient
e@lectricity at reasonable rates to promote the development
of both the agricultural and the industrial potential of
the area. The above loan terms will help to provide a
sufficiently low tariff schedule to meet this objective,

Other loan terms fo. electirical projects in Bolivia are

as follows:
Grace
Source  Amount Years Period Rate
1. Corani Project: 1DB $3,500,000 25 5 174
I 10,000,000 50 10 3/L%
2. La Paz Project: IDA 5,000,000 50 10 3/L%
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The IDA Loan for the La Paz Project was two-step. The

GOB re-lent to the Bolivian Power Company $5,000,000 for

22 years at 53%. The repayment proceeds from the

Bolivian Power Company are being deposited with ENDE

to increase ENDE's capitalization. The IDA loan for the
Corani Project was 2lso indirect, the GOB having purchased
$10,000,000 in shares in ENDE through CBF. Thus, the IDA
loan of $10,000,000 helped capitalize ENDE at interest free
terms. Both of the IDA loans incicate that in IDA judgment
current electrical development programs in Bolivia should
be carried out with the softest loan terms possible.

The IDB loan terms for the Corani project are the most
favorable possible under the special operating funds of
that bank reserved for economic revenue-producing projects.
Corani will produce electric power for Cochabamba, the
second largest city of Bolivia, for the city of Oruro to be
distributed by the Bolivian Power Company and for the
Catavi mining complex. No new institutional development
beyond that financed Ly IDA is involved.

C. Financial Analysis of Borrower

ENDE was established by CBF on February 9, 1962. On
February L, 1965 it was incorporated with an authorized
capital of $LO million, divided into LO,000 shares of
$1,000 each. Two categories were established: "A" and
"B!; "A" shares have the right to vote, "B" shares are
nonvoting. (See Annex I for capital structure). The
suscribed capital is 15,000 shares of class "A" distributed
as follows: CBF 14,998 shares, YPFB 1 share, and COMIBOL

1 share.

CRE (Cooperativa Rural de Electricidad) obtained legal status
on February 12, 1965. In June 1965, the membership was 5,566,
distributed as follows:

$10.00 membership fee paid in full 163
0.L42 (first installment) 5,003
Signed but not paid L0oo

Total membership...essesesess 5,566 1/

l/ Richter, Paul "Electric Energy for the City and Rural Aree of
Santa Cruz, Feasibility Study unpublished report,May 26, 1965
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CRE estimates that it will have by December 1967 10,000 members
with paid-up membership fees of $10 each, making its total capital
at that time $100,000.

The total amount requested from A.I.D. for the Santa Cruz system,
shown separately for ENDE and CRE is as follows:

ENDE: Power Plant U.S.$2,100,000
Step-up substations 460,000
Transmission Line 455,000
Warnes step-down substation 78,000
Montero step-down substation 240,000
Engineering 230,000
Contingencies 300,000

TOTAL  ENDE....... Creerenes $3,863,000

CRE: Urban distribution U.S.$1,239,000
Rural distribution 560,000
Engineering 122,000
Contingencies 200,000

CRE technical assistance 250,000

TOTAL  CRE...vvvenvennennssse  $2,1425,000

Total Santa Cruz System U.S. $6,288,000

ENDE will be the borrower and will in turn transfer to CRE an
amount equal to the value of the distribution system. This will
be treated as a loan on the same terms and conditions as the A.I.D.
credit to ENDE. The value of thz distribution system will be
determined by records covering construction costs maintained
seperately from those for the entire project. At the time of the
transfer these statements will be audited by an independent pujlic
accountant approved by A.I.D.

D. Tariff Determination, Revision, and Adjustment

ENDE's financial projections are based on rates yielding an
average of 2.9¢ per KWH wholesale, and 5.2¢ per KWH retail in
the initial years of operation.
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All rates must be approved by the Direccion Nacional de
Electricidad (DINE) which is the GOB electric power regulatory body.
DINE is being assisted by Motor-Colombus Consulting Engineer$ from
Baden, Seitzerland, and will use the following method to fix tariffs:

1.

The power companies' tariffs are designed to yield sufficient
regvenue to cover the following:

Cost of operation, maintenance and administration
Taxes and assessments

Annual depreciation

Returns

The rate of return of the entities shall be 9% of the rate
base, after the payment of taxes as required by Bolivian
law. Interest payments shall be made from this return of

9%.

The rate base shall be defined as the investment in assets
needed to provide efficient service, less fixed assets
withdrawn from service and the depreciation reserve. The
investments shall comprise all those necessary for the service,
including:

a) The gross cost of fixed assete in the form of civil engineer-
ing works, equipment, installations, and other tangible
assets including plants, substations, transmission lines,
distribution networks, workshops, office, real property and
all irvestments made for the general purpose of providing
electrical service. This would include studies, materials, staff
costs, transportation and storage costs, general expenses,
interest during construction and all other expenses necessary
for the proper execution of this project;

b) The cost of miscellaneous studies not attributable to
completed works, concessions, exemptions, rights, cost of
organization and establishment of the enterprise and other
intangible assets;

c) Operating capital, including:

i~ Capital for materials and fuel, not exceeding 3% of
the gross fixed assets in operation; and

ii- Sufficient cash to meet the needs of the enturprise not
exceeding one-eight of the gross annual revenue.
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DINE will review annually the tariff structure to determine any

need for adjustment. If the profit earned falls within 8.5% to

9.5%, based on the projected profit of 9%, thay shall not be adjusted
for the following year. However, at the end of three years the
tariffs shall be reviewed obligatorily and adjusted as needed.

E.

Debt Service Capacity

Financial projection for a ten-year period demonstrate sufficient
funds for meeting the costs of operation, repayment of the loan
with interest, and a substantial reserve fund. The calculation

of revenues is based on a price of 2.9¢/KWH whclesale (Table 9)
from 1966 to 1972, and 2.5¢/KWH from 1973 to 1975. With respect
to distribution (Table 10) the calculations of revenues are based
on a price of 5.2¢/KWH for the period of 1966 to 1972 and L. 7¢/KuH
from 1973 to 1975. The costs of operation shown include all items
hecessary for operation, maintenance and repairs.

ENDE's capacity to meet the debt service after year 1972, when
amortization begins as reflected in the ratio of net income on
operations to total debt service (interest plus amortization) is
as follows:

1972 - 2.58
1973 - 3.2l
1974 - 2.58
1975 - 2.l1

CRE's debt service capacity is as follows:

1972 - 2.47
1973 - 3.61
1974 - 3.1
1975 - 2.18

Relationship of Santa Cruz Project to other Projects ir.
National Electrification System

All funds generated by this project, including reserves for
depreciation and expansion, shall be retained within this project
and will not be diverted to other electrical programs outside the
Santa Cruz area as agreed to by ENDE (See Annex J).
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Years Ending December 31

SOURCES OF FUNDS

Internal Cash Generated
Net income on operations
Depreciation

Total internal generated cakh

Borrowers own funds

Borrowings
Proposed AID loans
Proposed future loans
Total borrowings
TOTAI, SOURCE OF FUNDS

APPLICATION OF FUNDS
Construction Expenditures
(Excluding interest during

constrution)

DEBT SERVICE
Interest
Amortization
Total Debt Service

Inerease in Working Capital
TOTAL APPLICATION OF FUNDS

Ircrease (or Decrease) in funds

Balance at Beginning of year
Balance at ernd of year

EMPRESA NACIONAL DE ELECTRICIDAD S.A..

GENERATION AND TRANSMISSION

FORECAST OF SCURCES AND APPLICATIONS OF FUNDS

SANTA CRUZ SYSTEM

(in thousands US$)

0f e3vg
-1 SEVE
CITAISEYIONN

1966 1967 1968 © 1969 - 1970 1971 1972 1973  i9Th 1975
139 151 177 200 516 538 555 696 683 636
3 10 22 85 138 169 196 202 217 259
h2 161 199 285 65k 707 751 898 900 895
13 T8 51 16
397 2015 1451
250 €00 150
397 2015 1701 600 150
142 569 2292 2037 1270 85T 751 898 900 895
412 2101 1756 1031 900 200 500 1400 600
2 14 33 Ly 48 102 99 116 11z
113 116 148 152
2 1L 33 Ll 13 215 215 2654 264
50 50 50 50 50 T0 70 TO TO TO
50 Lok 2165 1839 1125 1018 485 785 1734 93k
92 105 127 198 15 (151) 266 113 (83k) (39)
o 92 197 324 522 667 516 782 895 61
92 197 324 522 667 516 782 895 61 22
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EMPRESA NACICNAL, DE ELECTRICIDAD S.A.

1€ o3vq
9 TTAVL

CILLISSYVTIONN

SANTA CRUZ SYSTEM
DISTRIBUTION

FORECAST OF SOURCES AND APPLICATIONS OF FUNDS
(in thousands US$)

Years Ending December 31 1966 1967 1968 1969 1970 1971 1972 1973 1974 1975

SCURCES OF FUNDS
Internal Generated Cash

Net income on operations 57 T3 92 147 267 338 361 549 518 521 .
Depreciation ).} 19 32 55 86 96 108 145 160 172
Total internal generated cash 61 383 124 202 353 43k k69 o9k 678 693
Borrowers Own Funds 200 23 28 33
Borrowings _
Proposed AID loans T13 722 990
Proposed future loans 351 koo 1223 .
Total borrowings . T13 722 930 351 100 1223 .
TOTAI, SOURCES Of FUNDS 261 819 87k 1955 TO% 83% 1692 69k 678 693

APPLICATION OF FUNDS
Congtruction Expenditures
(Excluding interest during

construction) 200 T35 7ho 1025 351. oo 1223 514 550 600
DEBT SERVICE
Interest 4 11 19 26 30 5 79 T8 105 .
Amortization T1 T3 Th 134
Total Debt Service ) 11 19 26 30 145 152 152 239
Increuse in working capital 50 50 100 200 200 100 100 100 ERv) 100
TOTAL APPLICATION OF FUNDS 250 789 860 1244 S5TT 530 1469 T66 802 939
In Decrease) in funds 11 30 1h (19) 127 30 223 (t2) (124; (2u46)
Bagzggzeagrbgginning of year 0 11 S 55 36 163 L6T 690 618 Lgh

Balance at end of year : 11 b1 55 36 163 LeT 690 618 A9l 248
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Maxi=—= deza~d at plant, K
Erergy Genereted, Ivh<x 103
Ecergy Scld, Iwh x 10°
Averege revenue Iwh {US Cents)

Gross revenue fro- ssles
Cost of Creraticrns:
Cperating exrenses
Depreciaticn Z 3%
Total Cost of Cpera*ions
Ket incoze on operations

Less interest expense
Net incoze

Rate Base 1 /

Rate of Return, $ 2/

DMEFILA XETIONL IE DECTRICIDAD S.AL
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—
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1065 e _OES 1¥ES 1970 1971 1972 1973 1974 1975.
3,000 2,010 F,0I2 2,022 5,000 10,000 13,000 14,000 15,000 17,000
9.C 0.0 2.0 6.0 31.0 35.0 38.0 51.0 53.0 55.0
8.0 3.2 bS] 5.0 £3.0 33.0 35.0 L5.0 50.0 51.0
2.9 2.3 2.6 2.9 2.9 2.9 2.9 2.5 2.5 2.5
232 25 319 L3s 841 957 1,015 1,200 1,250 1,275
30 100 120 150 187 250 264 302 350 380
3 10 22 85 138 169 196 202 217 259
93 110 1L2 235 325 419 L6o 504 567 639
139 151 177 200 516 538 555 696 €83 636
2 14 33 Ly L8 102 99 116 112
139 159 163 167 L2 490 453 597 567 524
345 756 2,856 4,605 5,601 6,318 6.406 6,733 ~T,937 8,324
9.2 8.5 8.7 10.3 8.6 7.6

l/ Rate Base per DINE Regulations

Net Fixed Assets in Operation +

.1/8 gross income + 3% gross assets
in operation

2/ Rate of Return =

Net Income on Operations
Rate Base




Ui L5 ¢ LJMLL

Total units purchased, Kwh x 106
Total units sold, Kwh x 106
Average revenue/Kwh (us¢)

Gross revenue from sales

Cost of Operations:
Operating expenses
Purchased energy cost

Depreciation @3%
Total Cost of Operations

KNet income on operations
Less Interest expense
Net Income

Rate Base

Rate of Return, %

EMPRESA NACTIONAI, DE ELECTRICIDAD S.A.
SANTA CRUZ SYSTEM
DISTRIBUTION
ESTIMATED INCOME STATEMENT
(in thousands Us$)

1966 1967 1968 1969 1970 1971 1972 1973 197k 1975
8.0 9.0 11.0 15.0 29.0 33.0 35.0 18.0 50.0 51.0
6.0 T.0 9.0 13.0 24,0 28,0 30.0 Lko.o k3.0 Lk o
5.2 5.2 5.2 5.2 5.2 5.2 5.2 L. .7 .7
312 36k 468 676 1,28 1,L58 1,560 1,880 2,021 2,068

19 20 25 39 5k 65 T6 86 93 100
232 261 319 k35 8h1 95T 1,015 1,200 1,250 1,275
L 10 32 55 86 96 108 145 160 172
255 291 376 529 981 1,118 1,199 1,331 1,503 1,547
ST T3 92 147 267 338 361 549 518 521
L 11 19 26 30 75 79 78 105
57 69 81 138 241 308 286 470 4h0 k5N
368 1,105 1,858 2,876 3,239 3,576 4,717 5,168 5,585 5,866
8.3 9.5 T.6 10.3 9.3 8.9

R g

3 EE
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SECTION V - IMPACT ON U,S, ECONOMY: DEVELOPMENT THROUGH FRIVATE ENTERFRISE

A. Impact on U.S. Economy

All expenditures under this loan will be made directly in the
U.S. through normal A.I.D. procedures. With the expansion of the
use of electrieity, under U.S. specifications, the project should
provide a market for U.S. electrical appliances and equipment, in
additlon to future parts replacement. Accordingly the project will
have a favorable impact on the U.S. economy.

B. Economic Development through Private Enterprisge

1) The total amount of money lcaned will be used by the GIB
to finance project work (including procurement) done
under contract by private enterprise. l/

2) The contemplated impact of the proposed loan on develoup-
ment of private enterprise in the hosi country 1s significant.
As discussed in Section III, ECONOMIC ANALYSIS, the present
lack of electricel energy in the Santa Cruz Lepartments
acts as a substantial barrier o %he development cf private
enterprise. A relieble source of electricity at reduczed
rates, which will be provided by this lcan, is a pre-
condition to this development.

l/ The Borrower is an autonomous corporation with the votlng
shares held by an agency of the GOB. The sub-Borrower, CRE,
is a privetely owned and operated cooperative.

UNCLASSIFIED
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SECTION VI - IMPLEMENTATION PLAN

A. Projlect Execution

The planning and execution of the project will be governed by
ENDE. As indicated on the orgenization chart of ENDE, Annex D,
separate divisions will be responsible for the engineering, con-
struction, and procurement aspects within their respective areus,

ENDE will engage a consulting engineering firm for final design
and supervisory services for construction, including the pre-
qualification of contractors, and approval of bid documents and
contracts. Arrangements for these services should be made within
three months after the loan is signed.

Bidding documents, construction contracts for any #.I.D.-financed
construction and procurement lists for materials and equipment will
be subject to A.I.D. approval. Supervision and inspection services
will be provided by the engineering consultant who will certify for
payment purposes on any services of construction contractors,
installation services by suppliers and force account construction.

B. CRE Technical Assistance

A plan for menagement and operations assistance and training
for CRE should be developed within six months after the loan becomes
effective. The initial step will be the selection of a management
specialist who can help prepare the training plan and determine
the level and timing of operations assistance required.

C.22Procurement

Procurement will be through competitive bids from reputable
manufacturers and suppliers in the U.S. Standard ENDE procedure
will be modified to include notification to U.S. business for U.S.
procurement. Other A.I,D. requirements concerning source/origin
in the U.S., shipping and marking will be incorporated in requests
for blds and purchase orders.

D. Disbursement of Funds, Reporting, and A.I.D. Implementation
Respongibility

Materials and equipment procured in the U.S. and dollar costs
of engineering and construction contracts will be paid through the
letter of commitment procedure. Requests for letters of commitment

UNCLASSIFIED



TABLE 11

CONSTRUCTION SCHEDULE
SANTA CRUZ SYSTEM

PROJECT CONSTRUCTION

YEAR

1966
A;S,0,N,D

1967 1968
JILMIAI"I\’lJlA[s!OINID J|F|M1A|M|JIJ1AJS|0|N10

1969
J.F,M, A ,M,J,J,A,5,0,N,0D

t~ FINANCING

2-FINAL PROJECT DESIGN

3-URBAN DISTRIBUTION

4~ POWER PLANT

3-STEP~UP SUBSTATION

6-STEP—-DOWN SUBSTATION

7- TRANSMISSION LINE

8-RURAL DISTRIBUTION

EMPRESA NACIONAL DE ELECTRICIDAD

QI TAISSYIONN



- 37 - UNCLASSIFIED

will contain the certification of the engineering consulteant tha%
the {tems listed are required for the project and are eligible for
financing under the loan.

Audited annual financial statements covering ENDE and CRE will
be submitted to A.I.D. yearly., Monthly program reports will be
required from the engineering consultant. Quarterly shipping and
financial reports will be required from ENDE.

Monitoring will be exercised by USAID through review and
approval of procurement lists and selected specificatlicns, congtructilo:n
plans and specificatlons, contracts, reports and periodic sie
Inspections.

UNCLASSIFIED
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AID-DIC/P-Lk9
ANNEX A - Pagel of 4
June 17, 1966

DETAILED PROJECT DESCRIPTION

The project involves a complet.e rebuilding of the existing elec-
trical system in Santa Cruz and initial service to several
towns and settlements north of the city. The existing system
in Santa Cruz is completely inadequate in both power supply
and distribution facilities. Public service is almost nonex~

istent in the other areas.

Generating Plant
The new plant will probably be located on a site about 3 Xm,

west of the city. The terrain is generally flat and nc unusual
construction conditions are expected, A specific site has

not yet been obtained. The electro-mechanical equipment to

be installed will be three identical dual fuel heavy duty diesel
units. Each will be rated at approximately 3, 300 KW. Engines
capable of burning either all gas or a combination of gas and
oil will be purchased. Water for cooling purposes of suitable
quality is available from nearby wells. Preliminary design

is based on generation at 10 KV,- 50 cycles, with two circuits
connecting the 10 KV plant bus with the city distribution system.
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ANNEX A - Page 2 of 4

A step-up sub-station at the plant with one 10 MVA, 3-plase,
10 KV /86 KV transformer will feed the single circuit trans-

mission line.

Transmission

The transmission line proposed is a 68 KV single circuit line
on steel structures which must be imported. Conductor would
be 266.8 MCM ACSR. There will be two step-down substa -
tions, one at Warnes and one at Montero with capacities of 2
and 10 MVA, respectively. A single 3-phase transformer is
proposed for each substation. Structures will be steel. A
main and transfer bus is proposed at the step-up substation
with a single bus at the step-down stations. Outdoor metal
clad switchgear will be provided for the 24.9 KV distribution
circuits, Circuit breakers with 250 MVA interrupting capacity
| and of low oil content have been recommended, N ormal relay
protection is provided for the transformers and transmission

line,

Distribution

Two distribution systems have been proposed. The system in
Santa Cruz is 10 KV primary and 220/380 V secondary, For

UNCLASSIFIED
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the rural area, 24.9 KV primary and 220/380 V secondary is
proposed. The existing Santa Cruz primary voltage is 6 KV but
it will be raised to 10 KV in the expansion program. The
selected primary and secondary voltages are used elsewhere in
Bolivia in systems served by ENIE and thus they do represent
some standardization. However, the voltage levels should be
carefully reviewed by the consulting engineer during final design,
Both systems are designed for 3-phase primary and 3-phase
distribution transformers are proposed throughout the

systems. The economy of single phase primary distribution,
partioularly in the rural areas should be considered during
final design. The rural system in this project provides only
m'nimum coverage of the rural area. The system is essentially
one serving the town and settlements near the main road north
of Santa Cruz. The initial system is, however, .the backbone
of the system proposed by C.E. Viverette of NRECA and future

developments can expand the system tc fvwll area coverage as
proposed in the Viverette' study.

Both the urban and rural systems wlll be aerial using steel poles

in the olty and ACSR conductor. A few tabular steel poles from
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ANNEX A - Page 4 of 4

the existing urban system will be reused, Secondary conductors
in both systems will be aluminum.

Standards

No standardization of construction of electrical installations
exists throughout Bolivia, The existing system is based mostly
on European standards., Proposed distribution voltages of 10
KV primary and 220/380 V secondary as well as the 50 cycle
frequency are not U.S. standards. However, they are re-
cognized standards elsewhere in the world. U.S. manufactures
supply equipment and materials meeting these standards although
there may be slight price penalty on some items. Bolivia has
adopted 5'0 cycle frequency as standard and the selected primary
and secondary voltages are used in the ENDE affiliated opera-
tions. | The selected transmission voltage has not been used by
ENDE, but it is used elsewhere in the country by Boiivian Power
Company and COMIBOL. The 24.9 KV and 66 KV lnes will be
constructed to REA mechanical design standards, |

UNCLASSIFIED



SCHEDULE OF DISBURSEMENT ANNEX B ,

SANTA CRUZ SYSTEM i

IN THOUSANDS '

1967 1968 19 69 TOTAL FIRST STAGE '

$b. US$. TotalUSS.| $b. USS. Total US§.| $b. Us$. Total USE.! $b. US$. Total USS.

Urban distribution 152192 27384 40800 | 141744 24788 36600 | 196036 35297 51800 | 501972 araes 129300
Power plant 33600 18200 21000 | 163800 91350 105000 | 132000  73Q00 84000 | 329400 182550  2.10000
Step-up substation €000 4100 46.00 | 30000 20500 23000 | 24000 16400 18400 | e0apo0 41000 46000
Montero Step-down substation 31.20 21.40 2400 15600 10200 12000 12480 8560 9600 31200 21400 23000
Warnes Step-down substation 9.20 620 780 | 4800 3500 39.00 3840 2800 3120 | 10560 69.20 7800
Tronsmission line 108.00 3650 4550 635520 22620 28080 30720 103.10 12870 070.40 36580 45500
Rurol distribution 579.36 6050 10888 | 859 92 96.33 169.99 | 144036 16110 28113 | 2879.64 32003 560.00
Engineering 2.00 54.00 9000 | 72000 9000 150.00 52800 6800 11200 | 168000 21200 352.00
mmg:“’ during the 444.00 3700 | L3600 113.00 | 1.080.00 9000 | 2880.00 240.00
COnﬂnqency 444.00 3700 7400 1416.00 11800 236 00 1.140.00 95.00 1S000 X000.00 250.00 500.00
CRE Technical assistance 300,00 7000 %00 | 30000 7000 9500 | 24000 4000 6000 | 84000 18000 25000
Total 437568 18254 1.147.18 [ BBE6.56 2109t 284979 843912 L827.77 2531.03 | 2168136 472122 652800

# TO BE PAID BY ENDE

EMPRESA NACIONAL DE ELECTRICIDAD S A

n

6tth~d/01d-a@v
QETAIS

TJ0 T d 9 XANNY



UNCLASS I LED

AID-DIC/
ANNEX C,

P ERU

CHILE

-/ lsnnu cnuz

-

ARGENTINA

pomsat ¢ V=
—.ﬂ'—‘.'—‘.-_‘.

) A T
_li ’.I G Y A N .

i - ;
Y A E
O e -l, v LEGEND e
v i Q — somena INTERNATIONAL BOUNDARY '

: | meimi - DEPARTAMENTAL BOUNDARY
l PRINCIPAL HIGHWAY :
{
I
ll SANTA CRUZ DEPARTMENT

Prlk9
1

,of 1



CONSULTANTS

EMPRESA NACIONAL DE ELECTRICIDAD

ORGANIZATION CHART

PRESIDENT
BOARD OF DIRECTORS

r-——-

MEC lopu IHARZA

GENERAL MANAGER

LEGAL ADVISOR

SECRETARY

TECHNICAL ASSISTANT MANAGER

OPERATIONS ASSISTANT MANAGER

ELECTROMECHANIC, civiL | HYDROLOGY
ENG. DEPT. ENG. DEPT. L DEPT.
PROJECTS
L - CORANI OTHER
- PROJECT PROJECTS

ADMINISTRATIVE
DEPT.

I ACCOUNTING
2 CASHIER

PROZUCTION

DEPT.

TRANSSMISION &
DISTRIBUTION UEPT.

COMMERCIAL
DEPT.

3 WAREHOUSE
4 TRANSPORTATION

POWER PLANTS 8 TRANS LINES

CORANI SETAR

SANTA
CRUZ

SUCRE

T JO T ‘Q XANNY

QETATSSYTIONN

éhh=d/o1a-ary



l.

UNCLASSIFIED
LID-DLLE -4y

ANNEX E ©Page 1 of 12
June 17, 1966

CHECK LIST OF STATUTORY CRITERTA (ALLIANCE FOR PROGRESS)

(FAA - Foreign Assistance Act of 1961, as amended
by the Foreign Assistance Act of 1965.)

(App.~ Foreign Assistance and Related Agencies
Appropriations Act, 1966.)

FAA Section 102. Precautions that have been or ere being taken
to assure that loan proceeds are not diverted to short-term
emergency purposes (such a3 budgetary, balance of payments,

or military purposes) or any other purpose not essentiasl to the
country's long-range economic development.

The proceeds of this loan will be used *o finanze clec-rical
generation equipment, distribution facilitise arnd r=lztad
technical assistance, 2all of which will coniribu*e to thne
long-range economic development of Boliviz,

FAA Section 102. Information on measures teken to utilize
United States Government excess personal property in lieu of
the procurement of new items.

Periodic excess property lists have been reviewsd and ro ezui=.
ment appears to be available which could be uviiliczesd in 4nmi:z
project. The final design of the project will incluie adiz-icnal

review of use of excess property.

FAA Section 102. Information whether the country permits, or
fails to take adequate meamsures to prevent, the damage or
destruction by mob action of United States property.

The Government of Bolivia takes adequate measures io preven® ‘he
damage or destruction by mobt action of United Staies property.

UNCLASSIFIED
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9. FAA Section 251(b)(4). Information and conclusion on possibie

effects on U. B. economy, with special reference to areas of
substantial labor surplus.

The loan will have no foreseeable unfavorable effect on
the U.S. economy.

10. FAA Section 251(b).

Information and conclusion on availasbility
of financing from other Free World sources, ircluding private
sources within the United States.

Other free world sources are not available upon reasonable
terms.

11. FAA Section 251(b). Information and conclusion on capacity of
the country to repay the loan.

See Section - External Debt and Repayment Capacity,

12. TFAA Section 251(b).

Information and conclusion on country's efforts
to repatriate capital invested in other countries by its own
cltlzens.

Bolivia is making reasonable efforts to encourage repatriatiorn
of capital invested in other countries by its own citizens.

13. FAA Section 251(b). Information and conclusion on reasonsble
prospects of repayment.

It is believed that there are reasonable prospects of repayment
of this loan.

UNCLASSIFIED
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15.

16.

17.
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ANNEX E Page 4 of 12

FAA Section 251(e). Information and conclusion on availability
of an applicatlion together with sufficlent information and
aggurances to indlcate reasonably thet funds will be used in an
economicelly and technlcally sound manner.

The funds will be used economically and in & technically sound
manner as discussed in Sections II and IV.

FAA Section 251(g). Information and conclusion on use of loan
to asglst in promoting the cooperative movement in Latin America.

A portion of this loan will be used to support an electric
cooperative,

FAA Section 252(a). Total amount of money under loan which is
going directly to private entery 1se, 1s goilng to intermediate
credit institutions or other b¢rrowers for use by private
enterprise, 1s belng used to finance Imports from private
sources, or 1ls otherwise being used to finance procurements from
private sources.

Funds under this loan will be used to procure goods from private
sources, in addition a private enterprise will directly receive
a portion of the loan. See Section V - Impact on U.S. Economy.

FAA Section 601(a). Information and conclusions whether loan
will encourage efforts of the country to: (@) increase the flow
of international trade; (b) foster private initiative and com-
petition; (c) encourage development and use of cooperatives,
credit unions, and savings end loan associations; (d) discourage
monopolistic practices; (e) improve technical efficiency of
industry, agriculture, and commerce; and () strengthen free
labor unions.

Loan funds will be used to improve the industrial sector of
Bolivia by the addition of increased electrical capacity and
will contribute to the above st-ted conditions.

UNCLASSIFIED
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FAA Cection 601{b). Information and conclusion on how the loan
will encourage U. S. private trade and investment abroad and
how it will encourage private U. S. participation in foreign
asgistance programs (including U. S. private trade channels and
the services of U. S. private enterprise).

Procurement, of goods will be from private sources, See
Section V.,

FAA Section 601(4). Conclusion and supporting irformation on
compliance with the Congressional policy that engineering and

professional services of U. S. firms and their affiliates are

to be used in connection with capital projects to the maximum

extent consistent with the nationel interest.

There will be a U.S. engineering firm employed with funds
under this loan.

FAA Section 602. Informastion and conclusions whether loan will
permit American small business to participate equitably in the
furniching of goods and services financed by 1it.

The loan will encourage private trade, and American small
business will have the opportunity to furnish goods. See
Section VI

FAA Section 604(a), App. Section 108. Compliance with
restriction of commodicy procurement to United States except
as otherwise determined by the President and subject to
statutory reporting requirements.

Will be complied with, all equipment material and services
financed for the project under the loan shall be procured
from the United States.

UNCLASSIFIED
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22, FAA Section 604(v0). Compliance with bulk commodity procurement

restriction to prices no higher than the market price prevailing
in the Uaited States at iime of purchase.

Wi}l be complied witl, any commodities purchased in bulk under
this loan will be purchased at prices no higher than prevailing
U.S. prices,

23. TFAA Section 604(d). Compliance with requirement that marine
insurance be purchased on commodities 1f the host country

aiscriminates, and that such insurance be placed in the
United States.

Will be complied with,

24, FAA Section 611(a)(l). Information and conclusion on availability
of engineering, financial, end other plans necessary to carry

out the assistance and of a reasonably firm estimate of the cost
of the assistance to the United States.

Technical and financial planning for the project has been
completed. OSee Sections II and IV.

25, FAA Section 611(a)(2). Necessary legislative action required
within recipient country and basis for reasonable antlcipation

such action will be completed in time to permit orderly accomplish-
ment of purposes of loan.

No further legislative action in Bolivia is required for
implementation of the project.

26. FAA Section 611(b), App. Section 101. If water or water-related
land resource construction project or program, information
and conclusion on benefit-cost computation.

Not applicable,

UNCLASSTFIED
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FAA Section 611(c). Compliance with requirement that con-
Tracts for construction be let on competitive basis to
meximum extent practicable.

Construction contracts wil® be let on competitive basis.

FAA Sections 612(b) and 636(h). Appropriate steps that have
been taken to assure that, to the maximum extent possible, the
country is contributing local currencies to meet the cost

of contractusl and other services and foreign currenciles

owned by the United States are utilized to meet the cost of
contractuanl and other services.

Not applicable.

FAA Section 619. Complience with requirement that assistance
to newly independent countries be furnished through multi-
lateral organizations or plans to maximum extent appropriste.

Not applicable.

FAA Section 620(a), App. Section 107(a). Complience with pro-
hibitions agalnst assistance to Cuba and any country (&) which
Purnishes assistance to Cuba or failed to take appropriate steps
by February 14, 196k, to prevent ships or aircraft under its
reglstry from carrying equipment, meterials, or supplies from
or to Cubaj or (b) which sells, furnishes or permits any ships
under its registry from carrying items of primary strategic
significance, or items of economic assistance to Cuba.

Bolivia provides no assistance to Cuba, and no assistance
will be furnished under this loan.

UNCLASSIFIED
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31. FAA Section‘620(b). If assistance to the government of a
country, existence of determination it is not controlled by
the international Communist movement.

Bolivia is not controlled by the International communist
movement.

32. FAA Section 620(c). If assistance to the government of a
country, existence of indebtedness to a U. S. citizen for
goods or services furnished or ordered where such citizen has
exhausted avallable legal remedies or where the debt is not
denied or contested by such government or the indebtedness
arises under an unconditional guaranty given by such govern-
ment.

Not applicable.

33. TAA Section 620(d). If assistance for any productive enter-
prise which will compete in the United Stetes with U. S.
enterprise, existence of agreement by the recipient country
to prevent export to the United States of more than 20% of
the enterprise's annual production during the life of the loan.

Not applicable.

UNCTABSSIFIED
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FAA Section 620(e)(1). If assistance t. - government

of & country, extent to which it (inelud': : government
agencies or sub-divisions) has, after January 1, 1962, teken
steps to repudiate or nullify contrsets or taken any action
which has the effect of nationalizing, exproprlating, or
otherwise seilzing ownershlp or control of property of

U. 8. citizens or entities beneficially owned by them with-
out taking appropriate steps to discharge its obligatlons.

Bolivia has not taken such action.

FAA Section 620(f); App. Section 109. Compliance with pro-
hibitions against assistance to any Communist country.

Bolivia is not a Communist country.

FAA Section 620(g). Compliance with prohibition ageinst use
of asssistance to compensate owners for expropyiatel or
nationalized property.

Not applicable.

FAA Section 620(h). Compliance with regulations and procedures
adopted to insure against use of assistance in a manner which,
contrary to the best interest of the United States, promotes

or essists the foreign ald projects or mctivities of the
Communist-bloc countries.

This loan will not promote or assist-activities of the Communist-
bloc countries,

UNCLASSIFIED
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FAA Section 620(1). Existence of determination that the country
1s engaging in or prepering for esggressive militery efforts.

Bolivia 1s not engéging in such efforts.

FAA Section 620(k). If construction of productive enterprise
where aggregate value of assistance to be furnished by United
States will exceed $100 million, identification of statutory
authority.

Not applicable.

FAA Section 620(1). Compliance with prohibition against
essistance after December 31, 1966, for the government of a
ccontry which falls to institute Investment guaranty program.

Will be complied with.

FAA Section 620(n)s App. 107(b). Compliance with prohibition
against assistance to countries which traffic or permit
trafficking with North Vietnam.

Bolivia is not giving assistance to countries which traffic or
permit trafficking with North Vietnam.

FAA Section 620(o). If country has selzed, or imposed any
penalty or sanction against, any U. S. fishing vessel on account
of its fishing activities in international waters, information
on the consideration which has been given to excluding the
country from assistance.

Not applicable.

UNCLASSIFIED
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FAA Section 621. Information and conclusion on how the loen

in providing technicel assistance will utilize to the fullest
extent practiceble goods and professional and other services
from private enterprise on a contract basis. If the facilities
of other Federal agencies will be utilized, information and
conclusion on whether they are particularly suiteble, are

not competitive with private enterprise, and can be made
avallable without undue interference with domestic programs.

See Implementation Plan.

App. (Section Unnumbered). Use of funds to carry out FAA Sec-
tion 205, which pertalns to IDA.

Not applicable.

App. Section 102, Compliance with requirement that payments in
excess of $25,000 for architectural and engineering services
on any one project be reported to Congress.

Will be reported to the committees on appropriations of the
Senate and the House.

App. Section 104. Compliance with bar sgainst funds to pay
pensions, etc., for military personnel.

Funds will not be used for such purposes.

App. Section 106. If country attempts to create distinctions
because of theilr race or religion among Americans in granting
personal or commercial access or other rights otherwise avail-
able to U. 5. citizens generally, spplicetion which will be
made in negotiations of contrary principles as expressed by
Congress.

Application will be wade conforming to principles as expressed
by Congress, if such discrimination occurs.

UNCLASSIFIED
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App. Section 111l. Compliance with existing requirements for
security clearance of personnel.

Will be complied with, and all personnel shall have security
clearances required by A.I.D. regulations.

App. Section 112. Compliance with requirement for approval of
contractors and contract terms for capital projects.

Will be complied with, and all firms which provide engineering
and procurement services financed by the loan for the project
and the terms of their contracts, shall be approved by A.I.D.

App. Bectiun 114, Compliance with bar against use of funds to
pay assessuents, ete., of U.N. member.

Loan funds will not be used to make any payments to the UN.

App. Section 115. Compliance with regulations on employment of
U.S. and local personnel for funds obligated after April 30,
196k, (Regulation T).

Will be complied with.

App. Section 4Ol. Compliance with bar against use of funds for
publicity or propagands purposes within United States not here-
tofore authorized by Congrecs.

Loan funds will not be used for publicity or propaganda purposes
within the United States.

UNCLASSIFIED
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June 17, 1966
DECREES
EXCERPTS FROM PERTINENT DECREES

Supreme Decree No. 05997 - La Paz, VFebruaryv 9, 1962
Establishment of DINE

Supreme Decree No. 06792 - La Paz, June 9, 1964

Authorization to Ministry of Economy to borrow from
Internatioral Lending Agencies to Finance ENDE,

Supreme Resolution No.127. 462 - La Paz, February 4,

1965 Reccagnition of I,eqgal Status and approval of
Statutes of ENDE.

Supreme Resolution No.130040 - La Paz, October 13,
1065 Relationship of ENDE and CRE

Supreme Decree No, 07591 - La Paz, April 20, 1966

=000~

UNCLASSIFIED



UHCLASSIFIED
ANNEXF =- Page 2 of 17

SUPREME DECREE No, Q59897

In Council of Ministers,
DECREES:

Article 1 . Reorganize the General Direction of Hydraullc and

‘ Electricity of the Ministry of Public Works which
hereafter will be called National Direction of Electricity, so
that it will comply with the functions that this Decree assigns
to it,

Article 2. The National Direction of Electricity will asume the
following functions until the proclamation of the

General Electricity Laws:

a) To procure compliance with the lzaws and requlations in force

or that in the future will be prescribed for electric installations

and services; '

b) To inform on the granting of conczssfon and cases of expira-

tion and right of way related to these services;

¢) To grant and decide in the matter of concessions, licenses,

and transfers of electrical services;

d) To program and exercise control of the distribution, sale,

and rationalization of electrical consumption;

e) To edit and establish standards and rules on the technical

characteristics for the construction and operation of electrical

systems;

UNCLASSIFIED
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f) To require annual reports on the type of operation of all
the electric services in the country;

g) To undertake technical, economical, and financial studies
of the operations of these services to establish appropriate
and compatible tariffs, both for sound financial operation of
the enterprises, as well as for the consumers® benefit,

h) To realize permanent sidies for the periodic approval or
modification of electricity tariffs;

i) To approve the investment programs and budgets of public
and private electrical enterprises;

j) To compile, keep and publish statistics related to electric
power;

k) To maintain a center of information of standards, rules,
and regulations on electric services;

1) To attend to the necessities of electric power of the capitals,
provinces, and minor towns as requested of the Ministry of
Public Works and Communications, coordinating the instal-
lations with the Prefectures, Municipalities, CBF, and other
public and private entities, in accordance with the objectives

of the National Developinent Plan and the National Planning Board;

Article 3. The technical personnel of the General Director of
Hydraulics and Electricity, will be transferred to
the Bolivian Administration of Sanitary Works and the National

UNCLASSIFIED
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Direction of Electricity, according to their specialities and
with all rights of long service.

Article 4. All dispositions in contrary to this Decree are
hereby annulled. The Ministers of State in Fi-

nance and Statistics, Public Works and Communications, and

National Economy, are charged with the execution and fulfil-

ment of the present Decree.

Given in the Government's Palace of the city of La Paz, on
the ninth of I'ebruary 1962,

(Signed) Victor Paz Estenssoro - A, Cuadros Sanchez -

R. Ayala Requena - A, Gu.auclo Reyes - J. Fellman Velarde -
J. Antonio Arze - R. Perez Alcalb - G. Jauregul = M. Guzmfn
Galarza - R. Jordin Pando - Simbon Cuentas C.

UNCLASSIFIED
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ECREE No 92

The Ministers' Council, with the authorization of the Honorable

Legislative Commission and with law enforcement,
DECREES:

Article 1 . The Minister of National Economy is hereby au-
thorized to subscribe credit contracts and all
pertinent documents required for this purpose with the Inter=
national Development Association an the Interamerican
Development Bank, for the Government, personally or through

a delegate,

Article 2. The Corporacitn Boliviana de Fomento is hereby
designated to act as Government agent in all matters

related to the investment of capital in the National Electrical

Power Enterprise, In accordance with the policy established

by this Decree by law enforcement and in the Supreme Decree

No, 6899, dated February 9, 196Z.

Article 3. The National 'Electrical Power Enterprise an agency
of the Corporacion Boliviana de Fomento is hereby

designated as the executor of the projects for the public sector,

including the National Electrical Power Program. The named

National Electrical Power Enterprise will be constituted as a
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corporation no later than January lst, 1865, and its shares
will be compulsorily entrusted to Government entities, with

major participation of the Corporacion Boliviana de Fomento,

Article 4, The "Project Contract" and all other documents
pertinent to this project will be signed by the President

of the Corporacion Boliviana de Fomento and the Director of

the National Electrical Power Enterprise, as well as by re-

presentatives from the International Development Assoclation

and Interamerican Development Bank,

Article 5, The credit from the International Development As-
soclation to carry out the projects of the National
Electrical Power Enterprise, will constitute the capital con-
tribution of the "Corporacion Boliviana de Fomento" to the
National Electrical Power Enterprise, at the time each

disbursement is effected.

Article 6. 'The Government contribution to the Program of the
National Electrical Power Enterprise will be covered

by the Treasury of the Nation in the following manner:

1964 $us. 200, 000
1965 400, 000
1066 400, 000
(1967 | 400, 000

UNCLASSIFIED
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These economic contributions from the Corporacion Boliviana
de Fomento to the National Electrical Power Enterprise will
be effected on the following dates:

When contract is signed  $us,100, 00C
Before December 3], 1864 100, 000

Before March 31, 1985 200, 000
Before September 30, 1885 200, 000
Before June 30, 1968 200, 000
Before December 3], 1966 200, 000
Before June 30, 1967 200, 000

Before December 31, 1967 200, 000

The remaining amount of $us.800, 000 up to $us. 2, 000, 000
will be covered by the Corporacion Boliviana de Fomento with~
in the same period of four years, using for this purpose the
special economic resources fixed by Decree No, 08783 with
law enforcement, dated June 9, 1964, in‘ accordance with the
needs of the Program. The total of $us.1, 400,000 from the
Treasury of the Nation will also constitute a capital dontribu-
tion of the Corporacion Boliviana de Fomento to the Natinnal
Electrical Power Enterprise., Tis year's contributions will
be covered by a credit from the Banco Central de Bolivia to
the Treasury of the Nation; on the other hand, the contributions
obligated for the years 1985, 1966, and 1967 will be registered

in the General budgets of the respective fiscal year.

UNCLASSIFIED
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Article 7, The credits obtained from the Interamerican De~

velopment Bank will be utilized by the National
Electrical Enterprise to complete the financing of its projects,
and will be reimbursed by the sald Enterprise on the dates
and conditions established in the respective contract.

Article 8. The contribution of the Agency for International

Development to the Program will be used entirely
by the National Electrical Power Enterprise to carry out the
specific projects outlined in the respective contract. The pay-
ments will be effected by the same Enterprise.

Article 9, The Government authorizes the Corporacidon Boli-

viana de Fomento to transfer its assets of the elec-
trical sector, when necessary, to its account for the purpose
of building up the basic capital for the corporation. The loans
obtained for the financing of said assets will be taken care of
by the Corporacion Boliviana de Fomento with credits granted
for this purpose by the Banco Central de Bollivia (Central Bank
of Bollvia)

Article 10, The National Electrical Power Enterprise will be
free from customs and consular duties, municipal

and customs taxes on sales, excepting the cost of service for

importation of materirals, equipment and vehicles used in the

works of the financed Program as well as in the fulfilment of

UNCLASSIFIED
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the specific objectlves, The acts of its constitution and

contracts will be free from any expenses on seals for legal

papers.

The liberations accorded to the National Electrical Power
Enterprise by the present provision in regard to importations,
will be extended to the enterprises with which contract will -
be made for the construction of plants, and installations,
These enterprises will re-export thelr iniported goods, when
their contracts expire, with the mentioned liberations or will
proceed to their nationalization prior payment of taxes unpaid

because of liberation,

The liberation of duties also includes any aepartmental, municipal
and university taxation already established or to be established,
but does not include the internal taxes on expenditure of com-

modities or use of services in the cauntry.

The profits of the National Electrical Power Enterprise will be
reinvested on the expansion of its systems and will be exempt

from payment of taxes to the Department of Revenue,

Article 11. All the operations carriea out by the Corporacion
Boliviana de Fornento in the name of the National

Electrical Power Enterprise will be exempt from the payment

UNCLASSIFIED
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of the taxes mentioned in the above Article until this Enterprise

is constiuted as an autonomous organization,

Article 12, The Corporacidn Boliviana de Fomento and the
National Electrical Power Enterprise will establish
& procurement system and a contractual procedure for services
needed for the fulffllment of the Program, subject to the legal
conditions in force and after consultation with the participating

financial organizations on their requirements,

Article 13, The Government will be responsible for the paymeii.

of amortizations to the credit amount of $us, 15, 000, 000
from the International Development Association, including the
service commission of 3/4%, within‘ the pericd of fifty years

with a grace period of ten years,

The State Ministers of National Economy, Finance and Public
Works and Communications are in charge of the execution and

fulfillment of this Decree,

Supbscribed at the Government Palace of the city of La Paz, on
the nineth day of June of the year one thousand and sixty four,

(Signed) Victor Paz Estenssoro ~ F. Iturralde Chinel - J, Fallman
Velarde ~ E. Arauco Paz - Arturo Fortin S» - J. Escobar Q, -
R. Leytdn M. - Ciro Humboldt B, - B, Af'igez vV, - A=Aguilar
Pefiarrieta -~ R, Zavaleta M, - G, Jhuregui G. ~ Jalme Otero C.

TINATASSTFTED
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La Pag, Bolivia, February 4, 1963

SUPREME _RESOLUTION No, 127, 462

««+..Consequently, in accordance with the verdict of the Govern-
ment Attorney, it has been decided to; Recogaize the legal status
of the National Electric Power Enterprise "ENDE" with its main
domicile in the city of La Paz, but with the possibility of fixing
other domiciles within the territory of the Republic of Bolivia,
with indefinite duration for making projects, establishing, *
adrninistering, managing, and operating electric power enter-
prises of its dependency or others, carrying out industrial and
commercial development in any field and characteristics of its
speciality in production, transmission, distribution, and buying
and selling electric power in its different forms of application.
The authorized capital to achieve this, will be $us. 40, 000, 000
(FORTY MILLION DOLLARS) div*“~d into shares of one thousand
dollars each; and a subscribed c: d o{ $us. 15, 000, 000
(FIFTEEN MILLION DOLLARS) to be paid later, plus the econonte

resources to be financed by A,I.D,

In the same manner, the Statutes of the Corporacion with eleven
Chapters, forty three main Articles and four transitory Articles
are hereby approved., These should be submitted to the
Prefecture of the Department of La Paz in order to be régistered
at the Office of the Notary of the Ministry of Finance of its de=
pendency efter the formalites of‘ the law have been complied with,

UNCLASSIFIED
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Reglster, communicate, and remit,

(Signed) General of the Air Force, René Barrientos Ortufio -
President of the Junta Militar - Lt. Col. Jullo Sanjinés Goitia -
Minister of National Economy

In conformity: Hector Ormachea Pefiaranda, Under-S ecretary

of National Economy

UNCLASSIFIED
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SUPREME RESQLUTION No, 130040
DECREES:

1. The National Electricity Enterprise (ENDE) is authorized
to negotiate and sign with the Agency for International Develop-
ment (USAID) the corresponding financing contracts for the
development of the electric systems of Santa Cruz, Sucre, Po-

tos{ and Tarija.

2. The National Electricity Enterprise is also authorized to
negotiate and sign with CRE of Santa Cruz, a contract by which
with the latter entity it shall be responsible for the distribution
of electric power in the city of Santa Cruz and in the rural areus

of its influence.

3. The Contract between the National Electricity Enterprise,
(ENDE) and the Rural Cooperative of Electrification of Santa
Cruz, (CRE) must be signed in 30 days from the date of the
present Resclution, in which a clause will be included by which
the Rural Cooperative of Electrﬁlcation of Santa Cruz, will be
authorized to generate electric power for its own account in
the event that the Mational Electricity Enterprise should not

be able to take care of the growing demand.

UNCLASSIFIED
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Register, transmit, and flle.

(Signed) Gral, Alfredo Ovando Candia - Col. Jaime Berdecio
Zilveti - Marcelo Galindo de Ugarte

Agreed,

J orge Arteaga Castro
Under-Secretary of National Economy

UNCLASSIFIED
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BUPREME DECREE No. 07591

Considering:

That Article I of the Bupreme Decree No. 06792 dated June 9, 1964
authorizee the Ministry of National Economy to subs.ribe « on
behalf of the State - a contract with IDA and BID for the crestior
of ENDE as & Btock Company in charge of the Nautional Electrical
Power Progrem,

That in accordance with the eredit contrects subscribed between
the Government of Bolivia and the International Development N
Association ( Bection 4,05, paragraph 1) of the Developmant
Agreement No. 61/Bo dated July 24, 196l) and the Inter-Americen
Development Bank (Section 5.61 of the Loan Agreement No. L1-SEF/BO.
dated July 24, 196L4), it has been agreed thet ENDE be constituted
as 8 Stock Company.

Thet ENDE's legal status as & Stock Company has been acknowledged
by Bupreme Resolution No. 127402 dated February b, 1965,

Thut it 1s necepsary to rectify an exror in the nunbering of the
Bupreme Decrces which euthorize the subscripuion of the contrects
between the State, IDA and BID,

In Ministerial Council, it isc hereby decreed:

Article I - The "Empresa Nacional de Electricidad"s.A.", will
conform its acts and proceedings as & Btock Company to the.

lavs now in force.

UNCLASSIFIED



- UNCLASSIFT ‘)
ANNX F - Page 15 of 17

Article II - The budget of the Empresa Nacional de Electricided 8, A.
for each ernual period will be approved by its Board of Directors
in accordance with their by-lews and the Ministry of Finance will
be noviried of such approval for the purpose of consolidation in
the‘National Budget,

Article III - The ecquisition and the contracting of services by
.thé Empresa Nacional de Electricidad 8. A. will strictly conform
with the Regulstions epproved by its Board of Directors thet will
fduly register the stipulations of said credit contracts subscribed
by the Stute with the Internstional Financing Entities.

Article IV - ENDE's control, supervision and monagement wiil be
exercised through its m-u gement orgenization end its auditing is
to be carried out by independent suditors in accordance with the
respective internutionsl contacts and through the ordinary
procedure of Stock Companies and electric power enterprises.

For this purpose, a copy of its belances will be sent to the
Office of the Controller General of the Republic of Bolivia.
Article V - It is hereby acknowledged that the correct numbering
of the Supreme Decreces dated Juge 9, 1964 which authorize the
subecription of credit apgreementes with IDA end BID for the hydro-
electricol projects of Empreca Naclonal de Electricided 5. A. and
the Bolivian Power Company, it 06792 and 06793 instend of 06892
and 06893 as erronecously shown in the original copies sent to
finoncing entities. It is undorstood thut this error will be
clarified in the officinl Gazette, pogos 4TEO and 4942, referring

to numpern‘06792 and 06793 ronpoctivély.

MNATAQATRTEN
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Article VI - In particulsr and without limitation to the
provision of the preceding Article, 1t 45 hereby declered
that the reference to the Bupreme Decrees No. 06892 anad
06893, Section 5.02 (e) of the Development Credit Agreement
between the Republic of Bolivia end IDA, dated July 2k, 1964,
will be considered ap referring to the Supreme Decrees No,
06792 and 06793 mentioned above.

The Ministers of National Economy and Finenc2 and Statistics
are entrusted with the execution end fulfillment of the
present Decree,

Given in the City of La Pez on this 20th day of April of 1966.

(Signed by the members of the Cabinet)
General Alfredo Ovando Candis

(21, Joaquin Zenteno A.

Lt. Col, Oscar Quiroga T.

Lt Col., Hugo Banzer 8,

It, Col,s Carlos Alcoreza

Colonel Juan José Torres

Colonal Jaime Berdecio Zilveti

Lt. Col., René Bernal Z. Col, José Carrecco R.
Col, Bigfredo Montero Col, Juan Lechin 8,
Col, Rogelio Mironda Fornondo D, de Medina

Col, Carlos Ardilesg I,
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Jwn.. Marrh, (A1)

(2}

Lees: Committed (A); Withdrwai- (B):

Curt wrs Io-ts FY €4 ! D T
Custams Posts FY O7 o (1]
Mine Royads FY (¢ k00 KIE ] je)
Mine Ro-~ds FY €7 T - )] )]
ol ny Poads Sta. Cruz AT ] 1000 [T )]
Schosyl Repnir/Construction ¥ 000 00 ', WO “ep)
Centrml B-nk Rlig..UTAID off. v, ,000 - + ) T ) ] 1,75
90-0 Feo-ilili*y Teudi-s 150 Kid d] )
Fay FL "0 T. 1 *» U.C.3. [® X3 | P [ A L] ED R
loizat iy Frogrs=- K} L.t HERTIN )
Wirrmncin Lend Tomure Frogrees - [ e
Lona s poy Minng Blig. 1.0% L o
Specinl Chpital Frateces o af Th K CLTEN )
Trur* Fundt - . T LR
LAR L~y -»f? Proazrm 1000 1,00
Feasibillic, Ty Cupmr Mir g, ™ -~ ] ]
D.P.U. e "t
Fural Normal Okl 1,0m0 14 000
Lonn *» DR 50 . terieman Dot lement 1= 1% Lwe) W)
Total: Commirset (A): wivhimeuals (B) R | s, 401 LRI L 86,399 Be,t
Ending Balunece: "t eymetoras f2): ~.y (B) 13,39 e, 307 {173 3, wn oy G,

:/ Tncludes Concvus Frstee: sn' YMIRDL Soselal Praleet,

BEST AVAILARLE copy'



Stertin: Balance: Uncommitted (A): cash (B)

Plus: Expected Generntion:

Lesc:

Total: Uncommitted (A);

Commited (A); ait
Mine Roads FY 4,
Mine Romt: FY 7
Clia =Gty Cogs
Fl Alto Airpoet
Inlant wnterwn, s
Mining Rink

coMIBOL

Asricultural Bank
COMBOPLA - FY 'S,
COMBOPLA - PY 7

Cash (R)

hd el (B)

Hoed Repaire

D velopment FY *67

CYNCOPRUT Ant Other Aer. Murketing

Industrinl Bank
Artesan{as Roly.g
latl. Ped. of Cre
Ln Primera

Santa Cruz Electr

Totnl: Committe!

1nAas

it tinfons

{c Pover

(2); withirnunls (l))

Ending Balancr: Uncormitted (2); Cash (B)

b/ WLl bte grnernted rrom the

e €

FL L8 Title

(!n Lhousnrn s o

Seetion 104 (i)
FXPECTED GENFRATIONS, COMMITMENT fND ~TTHDRA.
)

LS (€.t 1954)

Jour.- Mar, (fetus) Srfoe Juzaic ML o
(=) (&3 ()] (8] { .
1,333 111,233 177,333 111,233 19,5 ¢ LS
“1.4578 F1,578 34,374 3,3k 13,174 S 7 AN
11,011 132,811 13L,537 1L5,537 £Z.7-0 P Y 3

5.3 L i
L.s 1.
b, r 1,2 e
2,167 1. »
1.z <
16,600 15,67 1.2 3.2
12,77 £.333 e
24,000 o, 15,72 3,
L~ L1-
5,0 2,77 -
3~ 1.32¢ ¥ 2 H
. Ry . -3
2% 55 ic-
1.50°
1.185 L,2on 2.1
—_— e —_—
L, 8o Je300 l1p,o" 57,703 Te P
81,111 13°,5¢ 15.5-7 T TL leT-s T -0

inlen ngresment to be cigned in April,1946.

= ST AVMLABLE m !



Starting Balance: Uncommitted (A); Cash (B)
Plu:: Expected Generantions

Total: Uncommitted (A); Cush (B)
Less: Committed (A); Withdrawnlz (B)

Grnce Cement Plan

World Homes

Recerved tor new Probects

Transter to 20FT680

Total: Committed (A): withirnunls (B)

Ending Balance: Uncommitted (A): Cusn (B)

PL 80 Title T SECTION 19h(e) (COOLEY)
EXPECTED GENERATIONS COMMI TMENTS AND WTTHDRAWALS (C. 7. 19%46)
(11 thousnnds or $b)

Jnn.- Mor.{Actual) Jan.- fusust Zext.- Deeemies

m (8) (r) (B) ()] )

33.2°3 34,534 33,253 3k,534 11,237 17,232

2,110 5T 2,52 “,952 Tz 2

35,429 36,7% 35,815 37,29% 1z,1c- 2%, 3¢3
399 1,28C

12, cars 12,770 3,677 3,570

5,270

12,578 12,57z 12,578 12,576

2,578 10,077 2k,578 17,458 2,002 S.201

10,847 23,79 11,237¢/ 19,636 3,1z-¢ I-,3¢2

t_)/ Will be penerated from the Snles Agreement to te oigned In April, 1976

5/ Of these amounts, $1,794,738 nre unus~t ant expired funis avnilable for transfer to Treamsury for otier Y. S. uge:.



SPECTAL ACCOUNT COUNTERPART “A"
EXPECTED GENERATTONS, COMMI'IMENTS & WITHDRLJALS (C7 1955)
(in thousan-d- of $h)

Jan.- Mar. (Actual) Jan.- fugu-*
Q)] (B) D] (B)
Starting PBalance: Uncommitted (A): Cach (B) 23,057 o, 558 23,257 2h,55¢ 27,237 21,433
Plus: Expected Generations:
YPFB Aviation Gns b0 b 1,311 1,311
Soligno ThY Tul 372 ==z
Forno 87 87 261 261 17~ 17-
Licoms Cainminn Ri. hTh L7h
Cooprritive Avr. Mktir. KA 30 2,315 2.315
Pul'lic works (deotl-.) 139 139 277 270
Total waerntion 1,469 1. hA0 h,0n2 4,902 cub .2
Total: U’!"Or""!lt(.m!‘Q): Csv (B) ~h,n7 5,018 ~g8,159 29,4467 27,803 22,123
—————
Less: Comitted (2); Withdraunls (B)
Put'lic works 8 el 32 130 132
T-ust Fund 3.275 L,2r5 T.£7" TyTT5 545 -1
Licoma Cnnnminn Rd. Ll el
QOtiwer Project:. 1
Totnl: Committed (A): withdraunla (B) 3, 7ho 17 7.902 T2 7 5¢- e
Ending Bilwnce: Uncormitted (A): Cash (B) 20,9608 1,101 20, 2578 1,353 2..213: 2.-27

d/ Of these nmounts, $19,987 nre FROZEN

8EST AVAILAR & cory



SPECIAL ACCOUNT COUNTERPART "B" ./
EXPECTED CENERATIONC, COMMI TMEms AIID WITHDRA #ALS (c. 7. 1944)
(in thourands of )

Jan.- Mar. (Actusl Jan.- August Sent.- Dece-ren
" (p) Q)] (®) (£) B)

Starting Rilances Uncomnitted (£Y; Cash (B) 3,714 3,014 3,014 3,014 3,714 PR B
Plus: Expected neration: - - - - - -
Total Uncommitted (A): casn (B) 3,014 3,014 3,Mk 3,71k 3,714 3,71k
Less: Committed (A): wWithdraun). (B) - - - - - -
Ending Blince: Uieommitted (AV: (uay (B) 3,MbL 3,01k 3,014 3,014 3,714 3,712

:/ Over long perfods Of time, thi: necount does not shou Y rmovement bteenuce f1 ir estimnted that the mone; -riex
Is deposited throush conver-.ion or dollvr: wil] te frosn ot duringe th.. “ATe period.  The balance of 3,714
Corresponis to tie rfollowin::

Residual of the cy 1064 XGRS R VS
Undisbursed ba)anee or RR.Renbilitation i
Differenca (n th,. rrChange rates - 11.58% va. 12,157 hag




SECTION 402 Accom
FXPECTED GENERATIONS, COMMI'TMENTS AND WITHDRAVALS (cr 19¢£,)
In theusands of )

Jan.-March (ACIUAL) Jan.-Aumzt,
(A) () (&) TE)
Startin: Iatar-c: Uneomaltoed (A): cash (n) T, 300 0,840 0,45 25,355 20,e3" z%,e%0
Plus: Expecied Genernt iong -~ -- -- - -- -
Tetal: Un-omultted (A): cash (B) 0,350 20,390 20,350 20,355 2,237 =,23%
Less: Cownitted (A): Withdrawnls (B):
Productivity Coenter 120 122 z-0 e-C
Tetal: Conditred (A); Withdrawnls (B) -- -- 120 129 z-z .3
Bndin: Blance: Un caaitied (A): Cast (B) 20, 359 70,350 20,2302/ 20,230 13,9727/ 13,290

£/ Of these azcunts 12,873 are FROZEN.

Otgr AVAILA&; copy:



AGRICUTTURE COMMODITY ACCOUITT
EXPECTED GENERATIONS; COMMIIMENTS AIID VITHDEAVALS (CY 194€)
(In thousands -.r $b)

Jan.-March (Actual) Jan.-Auguzt
(R) (B) (A) §)]
Starting Balance: Uncommitted (A): Cagh (B) 9 9 9 9
Plus: Expected Generations -- - -- --
Less: Committed (A); Withdrawals (R):
Trust Fund 9 9 9 9
Tetal: Comnitted (A); Withdrawals (B)
Ending Palanve: Un-cmmitted (A); Cnsh (B) -- -- - -

STABILIZATION ACCOUNT
EXPECTED GENERATIONS, COMMITMENTS AND WITHDRAWALS (cy 19€€)
(1n theusnnds of $b)

Starting Balance: Uncommitted (A); Cach (B) 216 oL 217 21€
Plus: Expected Generatlions -~ .- -- --
Less: Committed (A); Withdrawals (B):
Trust Fund 2i6 21¢ 21¢ 217
Total Committed (A); Withdrawnls (B) 216 216 21€ 218 =

Mhding Dnlance: Uncommitted (A); Cash (B) -- -

LN B
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ANNEX H-Pagelofs

Marcii 30, 1066

Dear Mr. Minister:

I should like to refer to the discussions at our working lunch-
eon of March 24, about the plans of your Government for
negotiating with the Export-Import Bank to resume servicing
of your debt with the Bank. As was mentioned at the luncheon
your current default on this cbligation could have a serious
impact on the development program which our Governments
are jointly planning, as was evidenced by the delay caused
during the deliberations within my Government in connection
with the approval of the loan to COMIBOL for the Third Phase
of the Triangular Plan,

We were indeed pleased to learn at the luncheon of your desire

to regularize your relations with the Bank and of your determina-
tion to enter into serious negotiations with the Bank in the near
future. As was discussed at the luncheon, it would be most
‘useful for us to know in more detail your plans for these pend=
ing negotiations. We are also very appreciative of your kind
ofier to make avallable to us the terms and conditions agreed
upon in your successful debt renegotiations with the French

and British Governments,

Yours veryitruly

Irving G. Tragen
Director

His Excellency

Lt. Col. Carlos Alcoreza Melgarejo
Minister of Finance

La Paz

UNCLASSIFIED
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ANNEX H = Page 2 of 5

La Paz, April 12, 1068

His Excellency

Col. Joaquin Zenteno Ana
Minister of Foreign Relations
La Paz, Bolivia

. Dear Mr, Minister:

I have the pleasure to refer to the note sent to the Foreign Of-
fice by the Bolivian Ambassador, in Washington on January 13
of this year, a copy of which was sent by him to this office;
until the present I have not received a notification of your re-
celpt of it nor of your instructions, which refer to the initial
and unofficial negotiations directed towards resuming the
service on debts to the Export-Import Bank of Washington.

In this connection, Iam pleased to inform you that in the work-
ing luncheon in my office with representatives of USAID/B,
including the Director, Mr. Irving G. Tragen, certain points

of interest relating to this important subject were discussed; it
was stated that the Government viewed with very good will the
necessity for regularizing its debts to the Ex-Im Bank, which
are the only ones outstanding, with a view towards re-establish-
ing completely the country's credit standing and regaining its
complete solvency.

For your information, Iam transcribing below the following
note from Mr, Irving G. Tragen:

"Dear Mr. Minister: Irefer to our conversation during the

" working luncheon of March 24, regarding your Government's

" plans to negotiate with the Ex-Im Bank the resumption of

" servicing cf the debt pending to the Bank. As was mentioned

" during the luncheon, your default on this obligation could produce
"serious consequences for the development program which our

" Governments are jointly planning as was demonstrated by the

" delays which occurred in my Government's consideration of

"the loan to COMIBOL for the third phase of Operation Triangular,
" We were pleased to learn during the luncheon of your desire

"to regularize your relations with the Bank and of your inten-
"tion to undertake serious negotiations with the Bank in the near

" future. As was mentioned in the luncheon, it would be very

" %useful for us to know in greater detail your plams for the forth-

" coming negotiations. In addition, we greatly appreciate your

UNCLASSIFIED
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ANNEX % - Page 3 of 5

"kind offer to inform us of the terms and conditions under which -.
"successful arrangements were completed with regard to the
"British and French government debts. --Sincerely yours,

"Irving G, Tragen, Director."

According to the statement submitted by the Ex~Im Bank in its
letter of December 30, 1965, these debts, four in number total
US$33, 918, 7392. 87 in capital obligations and US$8, 983, 300 for
interest accrued and calculated as of December 30, 1965.

The total amount of the amortization service of the four debts

as of December 30, 1965, comes to US$L6, 990, 700, a sum which
in the present circumstances it is impossible to pay since the
full payment of this obligation would mean a substantial reduction
in our monetary reserves which constitute the backing for
monetary stability and the maintenance of a stable exchange rate.
It should also be noted that loans No. 314, 315, and 645, which
total US$26, 447, 639.67 and which report 86.82% of the total

of the debt, were made for the construction of the Cochabamba-
Santa Cruz road which has at the present time, an important
strategic value for the entire continent and an important military
purpose. These points were clearly understood when the loans
in question were made.

The four debts in reference must be paid with resources of the
National Treasury since they were transferred to the Supreme
Government; however, this year's national budget has not set
aside the resources to meet the amoritization service on this
important debt. Other obligations constituting the external
public debt, being paid out of the national budget, come to 8.,37%
of the total budget. Therefore, we would propa e that the pay-
ment of the Export-Iumport Bank obligations would be met begin-
ning next year according to the schedule which is herein attached
as an annex; this schedule fits the country's economic and fi-
nancial possibilities and would constitute formal commitment of
the Supreme Government,

With regard to the interest in default as of December 30, 1985,
which totals US$8, 989, 300. 70 in accordance with the Ex-Im

Bank's billing at differing interest rates of 3.5%, 4%, and 4, 75%
the total cancellation of this s proposed in view of the considera=
tion set forth above. In addition, there should be taken into account
the open and generous contribution of Bolivia during the Second
World ‘War which contributed its strategic products, especially

tin and rubber, st prices well below the existing world market
price. This fact which had an unfavorable effect on the country's

UNCLASSIFIED
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ANNEX R - Page b of §

Broposal of Bolivia for the payment of Obligations s due to

EXIMBANK /Washington

Year Annual Quantity to be Paid in two
Semesters
1967 US$ 500, 000
JuUes " 500, 000
1969 n 500, 000
1670 " 500, 000
1on " 500, 000
Vo " 600, 000
1673 " 600, 000
1074 " 700, 000
Va5 " 700, 000
T " 800, 000
1917 n 800, 000
uTs " 800, 000
o't " 800, 000
1089 * 1, 000, 000
Juti) "1, 000, 000
juaz " ], 000, 000
1063 " 1,500, 000
e 4 " 1,500, 000
J0Bh " ], 600, 000
1086  Honceforth " 2,000, 000

UNCLASSIFXED



Years Ending December 31

BOLIVIA
EMPRESA NACIONAL DE ELECTRICIDAD

ESTIMATED INCOME STATEMENT
(In thousand U.S. $)

Total units generated - million kwh

Total units sold - million kwh

Average revenue per kwh (U.S.Cents) 1.50 1.50

Gross revenue from sales
Cost of operations:
Depreciation’ o
Total cost-of operations
Net income on operations
Less interest expense

Net income to surplus

1967 1968 1969 1970 1971 1972 1973 1974 1975 1976
160 169 192 298 309 378 408 422 448 488
148 157 186 288 297 359 388 401 420 480
1.50 1.40 1.40 1,40 1.35 1..35 1.35 1.30

2,180 2,355 2,790 4,032 4, 158 5,026 5, 238 5,413 5,870 5,980
500 600 600 650 680 700 900 1,000 1,000 1,200
_456 456 594 924 924 1,195 1,270 1,300 1,36l 1,390
956 1,056 1,194 1,574 1,604 1,895 2,170 2,300 2,36l 2,590
1,234 1,209 1,598 2,458 2,554 3,131 3,088 3,113 3,309 3,390
_136 136 227 518 499 479 480 441 422 403
098 1,183 1,369 1,940 2,055 2,852 2,808 2,872 2,887 2,987

BME=SSSER====

9 JO T 9%ed - I YUNNV
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OLLVIA
FMIRICA NACTONAT, Bt PLECIRICTLAD

FORECAST OF SOURCES AND APPLICATIOMNS OF FIMD3
(In Thousand US$)

_ 1966 19%7 1964 19%69 1910 1971 1972 1973 1574 1775 i Ttsls
Scurcess .
rcfit {Rerore Tnterest) 1,234 1,299 1,59% 2,458 2,554 3,131 3,067 2,112 2,37 2,37 z3,.3¢
“epreciation Ls6 Lsg Ll o2l 524 1,195 1,270 1,3cC 1,3€1 5,27 PR
ORI Hquity Investments
Subseriypticns Recefvatle 6, L80 2,042 hoo 200 I,cee
Interest “ar:telized 143 p
Toans
TR Tean 2,2 2ko 2,4~
AI™ & treposed Future Toans TE0 3,7 5,705 3,900 7O Ta, 287
Total Scurces 9,677 2,667 7,860 6,27 L,od2 3,478 4,326 4,338 4,413 4,670 L35 52,57~
Application:
Txed Assets % Tnvestments 8,159 b, 795 5,55 Uy 00 2,450 6,050 2,050 1,85¢ 2,900 3,300 5,Lk32
Tayment on Interest ‘spitalized g} 19 10 ¢ 10 10 10 10 0
Interest cr D@ lcan 136 136 130 124 17 111 105 a 3 7
Interest on AI" % Propcsed Pirture
Icans a7 2 32 362 355 342 329 36
Payments:
IDB Loan 155 155 155 155 155 155 155 155 255 3%
AID % Proposed Futurs Ioans 147 k4o LRo 480 489 480 L8g a3 3,37
Incresse 'n Werking apitel 150 150 150 150 Va0 %0 150 160 15¢ 17C 7s 1,7 =
Tcte! Application #, 909 5,081 6,405 5,540 4,103 7,304 L, 224 3,115 4,146 5,037 22,520
Incresse or {ecresse) In Cash TS 3,546 1,L55 o1 (M) (3,966) 102 1,223 20~ (3570 I,35-
Peginnirg Falance 33k 1,005 L eRy ©,130 0,237 0,4 ©,n a0 2,902 L,oois L4322 2w
Yndinr Palance 1,005 LA 6,130 5,837 6,755 2,80 2,97 u,215 L, ud2 4,11F 2,2.3
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ANNEX 1 - Page3 of6

CAPITAL STRUCTURE
1; Subscribed Capita} U.5.$
CBF 14, 998 shares at $1, 000 14, 998, 000, 00
YPFB 1 share at 1, 000 1, 000,00
COMIBOL 1 share at 1, 000 1, 000.00
TOTAL 15, 000, 000, 00
II, Composition of CBF Contribution
&) Own Funds and Funds from IDB
and A.1.D, 2, 000, 000, 00

b) Funds Committed by the GOB
in IDA and BID Agreements

¢) IDA Loan Originating Funds

through Bolivian Power Co,
repayments

TOTAL

I, Paid in Capital (December 31, 1965)
a) Own Funds

b) Funds Committed by the GOB in

IDA and IDB Credit Agreements

¢) Funds from IDA Loan .

Corani 2, 546, 041,89
Bolivian Power 26, 787.94
d) YPFB

1) COMIBOL

2, 000, 000, 00

10, 998, 000, 00

14, 998, 000, o9

2, 001, 356. 88

402, 105.26

2,572,829.83
1, 000, 00

1, 000, 00

TOTA Loooooooodo‘dol 4.978'291097

- WNCLASSTFTRD


http:19000.00
http:572,829.83

ROLIVIA

HMIRESA NACTCNAL De BLATIRICTDAD  ©.A.
FORECAST BALANCE SIEET ey - b oof t
V11,38 Rolivianes = 1 I8, Nollar) (Tn Thousand US$) AREX I - page 4 of £
{Actual)
1965 1966 1967 1968 1969 1970 1971 1972 1373 1574 1373 )
ASSETrS
Current Assets $
Cash 334 1,09% 4,681 6,136 6,837 6,756 2,8: 2,992 4,215 u,e22 4,115 2,212
Receivables 132 232 332 432 532 632 T32 A32 932 1,732 1,122 ,232
Materisls 3k 8y 134 184 234 28k 334 384 HINN SCh c7. z3
Subscriptions Receivables 10,022 3,542 600 200
Total Current Assets 10,522 L, 053 5,°7hT 6, %2 7,613 1,672 3,56 k,208 5,591 6,018 5,221 4,223
Tixed Assets & Investments
Investments 1
“ork in *rogress L, o966
"ixed Assets in Service 735
Gross “ixed Assets % Tnvsts. 5,702 14,461 19,256 25,211 30,111 32, %61 33,011 k1,061 43,811 46,712 5C,..1 53,
Tesa Teprecistion i il 50 05 1,550 gMTh 3,3 4,503 5,863 7,163 E,52: 3,
Net Fixed Assets % Invsts. 5,653 1, b1y 18, 750 2k, 255 24,561 30,487 35,513 37,368 37,948 39,548 41,93~ =3,
Total Assets $ 16,180 19,370 2,503 31,257 36,164 38,1549 39,562 k1,576 43,539 45,566 L7, 30 32,
LIABILITIES
Current lisbilitien
Interest Isyable 16 199 170 10 140 170 160 150 140 13C 125 s
Cuaranties (Retained) 228 228 228 22K 223 223 22d 228 222 228 222 223
Accounts Payable 16 16 16 15 16 6 1€ 16 16 16 16 I3
Total Current Liabilities 260 Lh3 L3 Lk Lak L1h ok 304 36L 374 36L 354
Long-Term Dett B R
Toans 905 3,912 T, 13, b7 17,005 17,160 16,525 15,890 15,255 14,620 13,933 23,352
Prcvisions for Socisl Benefits 15 15 15 15 15 15 15 15 15 15 pi3 s
Total Tong-Term Debt 920 3,927 7,02 13,010 17,110 17,175 16,540 15, 205 15,270 1k,635 14,008 23,323
Totel Lisbilities LIS W30 T E RS TR, T 153k 17,580 16,95 16,2m 15,0k 15,003 15,30 o3, S
CAPITAL
CEF Contritution 1k, 0o 1, R 1, K T, orat 1h, aH 14, a0l 14, R 14,00 L, 0o 1k, 003 14,002 PR
TPFR 1 1 1 : i i 1 1 1 z - -
ooMIPOL 1 1 1 i p 1 1 1 : 1 b z
Surplus - - 1,0% 2,201 3,030 5,670 T, ePs 19,277 12,38 15,55~ 13,44 1,30
Total let “orth 15,600 15,000 16,079 17,71 T, 030 2,500 p2,60 25,2.7 27,335 33,357 33,3 3,230
Total Lisbilitiea * liet ¥orth 0, T 19,770 24,303 I, I, TN LT 39,5 4T, 3,537 3%, 76k T NP

dinod



BALANCE SHEET AS OF DECEMBER 31, 1965

ASSETS LIABILITIES
Current Assets 124, 937, 243. 49 Current liabilities 3, 095, 610.81
Avaijlable Demandable(short
Banks and Petty Cash 3,960,817.73 term)
Interest payable 131, 461. 34
Demandable (short term) Retained guaran-
Accounts receivable 1, 570, 483. 32 ties 2,710,634.19
Accounts payable 193, 515. 28
Circulating .
Warehouse-materials Long Term Liabjl-
in transit 398, 159.55 ities 10, 928, 600. 12
Accounts recejvable Loans 10, 751, 065, 10
for shares 113, 007, 782.89 119, 405, 942, 44 Reserve for
Social Benefits 177, 535.02
67,211,967. 44
Investments:telephone Capita] & Reserves 178, 125, 000. 00
shares 9, 200.00 CBF Contribution]7g, 101, 250. -
Works being constructed 58, 982, 449. 17 YPTR " 11, 875. -
Fixed assets in service 8, 737, 504.37 COMIBOL " 11, 875. -
Less:Reserve for depre-_ 5]7, 168. 10 8, 220, 318. 27 _
ciation
$.192, 149, 210.93 $.192, 149, :210.9§L

Cochabamba, December 1965
EMPRESA NACIONAL DE ELECTRICIDAD S.A.

"y

= I /M
VLN

T

Jorge Soruco Ing. Roberto Capriles
General Accountant General Manager

I

‘,
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BALANCE SHEET AS OF DECEMBER 31, 1965
(Operations from October 1, 1984 through Dec. 31, 1965)

Banks 294,160, 58 Bllls payable 17, 114.35
Petty Cash ' - 060,31 294,820,87 Retained taxes 259, 364. 48
' Deposits in guaranty 29, 660. 00
Obligations payable 48, 303.99
Various Debtors-Private Service 593,182.14 ~ Accounts current ENDE 206, 677,22 561. 120. 04
Various Debtors-Public Service 338, 465.85 .
Accounts Current . -31,224,34 962,872.34 Long Term
E ' Documents payable 2,884, 080,00
8 Reserve for Social
Land, structures and bidgs. 42,641.87 Benefits 9]1,554.41 2,975,634.4
Furniture and fixtures 75, 394. 71 :
Generating plants 1,191, 500.00 : Capital and Reserv . 701, 888, 22
Small equipment and tools 28, 657, 46
Distribution net and substations], 730, 788,27 3, 068, 982.11
Less: Reserve for Depreciation 2,943.4
- 2, 696, 038,70
lm'r! 'eleﬁone shares 854, 00
. ce ,
Inventory in warehouse- 284, 056,96
TOTAL ASSETS...000s. ...'..fﬁa. 4, 238, 642.67 $h. 4, 238, 642. 607

Santa Cruz, December 1965

TOTAL LIABILITIES.....

=====

.= I XINNY
., CITIISSYIONN

9;09399.5'
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Between Empresa Nacional de Electricidad to be henceforth referred
to as ENDE and Cooperativa Rural de Electrificacidn to be henceforth
referred to as CRE the following contract 1s hereby agreed to‘z

1st. Bince October, 1964, ENDE has been operating the electric system

| in 8anta Cruz, owed by Corporasion Boliviana de Fomento which
vas transferred by the Comnittee of Public Works to CEF as provided by
the Agreements dated SBeptember 23, 1963 and October 6, 196k,

At present, wvhereas ENDE has obtained {ts legal capacity to act uv
a Btock Company, as provided by Supreme Resolution Ko. 1."‘.'71462 dated
February 4, 1965 and since ENDE's specific function is the generation
and transmission of electric energy, ENDE will hereby take charge of the
generation and tmﬁasion of electric energy in the Department of
Banta Crus in order to sell it in block to CRE, vho will distribute it -
in the area. It is understood that transmission tensions are to be
superior to 33 volts, ,

This di'rvision of functions is accepted and acknowledged both by ENDE
.nnd CRE under the ®rms established by the Bupreme Resolution Ko.l30040
dated October 13 of the present year,

With this purpose, CEF has transferred to ENDE its electric generation
facilities and has agreed to tradsfer to CKE its system of distribution
at the same time that the nev system financed by AID is delivered by ENDE,

UNCLASSIFIED
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as stipulated by the present Agresment. While such transference is carried
out, ENDE will continue operating the distribution system in Bants Crus
for the account of CEF, |

2nds It 18 hereby pointed out that ENDE has gubmitted to USAID on

July, 1965 an applicatiop for the financipg of a Program for

~ the electric system in SBanta Cruz, and, furthermore, that ENDE commit
themselves to negotiate such a credit with AID, including the generation,
transmission and distribution phases and to make the respective installations
in accordance with the standards and stipulations of the Credit Contract
‘t;o be subscribed by AID as lender. Once the installations have been concluded
to the satisfaction of AID, ENDE will deliver the nev distribution gystem to
CRE, who will tai:e on theproprietorshipof said distribution system and will
undertake its operation binding themselves to pey the part of the credit
corresponding to sald distribution system with the same terms and interest
established by the AID credit without any overcharge. At the time of the
transference a contract will be subscribed ‘eatabu'shins, principally, the
amount of CRE's debt, the mortgage security granted in favoz'- ol ENDE, the
amortization installments and interest rate. The administration expenses
incurred dﬁring the construction vill be included in the cost of the system.

‘3rd. ENDE and CRE herv:by declare that the purpose of this contract is to

supply an efficient service of electric energy to‘ the consumers

at an adequate price. For that purpose, they commit themselves to coordinate
their activities so that neither of them should suffer any damages, as a
result of their cctions.

UNCLASSIFIED
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bth, ERDE viny keap CRE informed of the progress of.the negotiations
vith the consulting firm selected for the preparation of a definite
system for Banta Cruz. Before contracting for the project with said consulte
ing firm, ENDE will fully inform CRE of the reasons that Justify its
decision to enter into a contract with said firm. 8imilar procedures wil)
be followed with regard to the orders for equipment and materials for the
distribution system, as wvell as for the contracts to be subsoribed vith
contracting firms for this work.
5ths ENDE will gell electrical energy and CRE will buy at the delivery
Placer determined in the project and in those that CRE may determine
vith the approval of ENDE, ENDE will sell all the electric energy that CRE
may require for the distribution system in 41ts area of influence covering
the provinces of Andrés Ibafiez, Warne » Bantieteban, Bara and Ichito. ENDE
shall not 31611 electric energy directly to any consumer, whoever he may ve,
established within this area, unless otherwise agreed upon. |
The classification of consumers for th; purpose of establishing tariffs ’
vill be in charge of CRE. |
6th, The price for which ENDE will sell electric energy to CRE shall be
fixed by mutual agreement of the contracting parties before the nevw
system enters into operation. It j._l 8greed that CRE's tariffs shell
generate sufficient funds to cover-its obligations wvith ENDE, Both tariffs,
to be valid, will require DINE's apyroval. ENDE's as vell as CRE's terifes
shall beestablished 1n such o Vay that, after covering all operation,
maintenance and depreciation expenses (except the interest to be dealt vith
farther on) there will be an annual surplus not exceeding 9% of the

UNCLASSIFTET
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depreciated value of the capital assets. With such lur?lns the principal
or the pending loans shall be amortized vith respective interest. Any
| remainder will be assigned to the reserve fund for future expansion.
Reserves, including those derived from depreciation, will be employed
by ENDE and CRE as either cne of them mﬁy deem convenient for the benefit
of the system,
Tth. ENDE'Q system in Banta Cruz will carry on a separate bookkeeping
in which the indirect expenses of its Central Office will be
charged on a pro-rata basis, excluding ENDE's expenses incurred in for
other purposes, projects and systems. A similar procedure of separate
bookkeeping of expenses will be followed by CRE.
8th. None of the funds that ENDE may obtain, including depreciation,
enlargement and other reserves, that the Santa Cruz system may
require shall be utilized in covering expenses or making investments other
than those required by the local system.
9th, The definite study of the Banta Cruz system referred to in this
' gontract must include a detailed p.ogram of expansion to meet
near term demand, and an estimate of the need for long-term expansion.
ENDE and CRE will determine by mutual agreement, at least yearly, the
extent of the demand and will confirm the proposed enlargements or agree
on the necessary modifications. i; case that the contracting parties
should not come to an agreement, they will resort to the decision of an
expert arbitrator, preferably a consulting firm,appointed by mutual
agreemsent without appeal. In caic that the parties should not reach an
agreement, DINE vill appoint a consulting firm vho vill act as final

UNCLASSIFIED



UncLASSIFIED
ANNEX J - Page 5 of 6

arbitrator. The expert's fees end expenses shall be paid rifty-fifty by
ENDE and CRE. 'The expansion program agreed to by ENDE and CHRE or, failing
same, that made up by the expert, shall determine the datee in which the
orders vill be placed in order to meet, timely and adequately, the growth
‘of the demand. Buch expansion program shall also determine the measures
to be taken in case that one of thq contracting parties should not comply
with any of the program terms including the conditional generation established
by Article 3 of the Supreme Resolution No. 130040 dated October 13, 1965.
10th, ENDE will carry on, during its administration, the execution of the
partial rehabllitation plan of the distribution service established
by the DPU Report No.28 drawn up on July, 1964 investing for this purpose up
to § 200,000 from the funds that are being supplied by CEF proceeding fronm
BID's credit, These installations will be transferred to CRE at tne time of
delivery of the new system, as per inventory, the value of which will be
paid by CRE fo ENDE within a minimum term of 15 years and a maximm of 20
-years with an interest of 4% per annum as recommended by the definite study.
11th, We, Tenl. Enrique Vargas Guzman and Roberto Capriles, ENDE's
President and General Manager, respectively, on one part, and
Luis Rubén Terrazas, Marfo Quintera Vaca Dier and Raul Hevia Outierres,
President, Secretary and Treasurer, respectively, of the Cooperativa Rural
de Blectricidad with legal capacity acknowledged by the Supreme Resolution
No. 00354 dated February 12. 1965, on the othar hand, hereby accept all of
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the preceding stipulations and in testimony thereof signthe present
document in five copies on this 23rd day of Decembar of 1965.

(84gned) - (81gned)
Tenl. Zarique Vargas Gusman Eng. Roberto Capriles
President, ENDE General Manager,ENDE
(81gned) (81gned)
Dr. Iuis Ruben Terrazas Mario Quintera Vaca Diez
President, CRE Sacretary, CRE
(Bigned)
Ragl Hevia Gutierrez
Treasurer, CKE
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La Pag, April 18, 1068

Mr, Irving G. Tragen
Director, USAID/Bolivia
la e

Mr, Director:
Rel: Danw Cruz Electrification

i reyly 1o your letter of March 21, I have the pleasure to
tndor:n you tat iny Office 1s now in position to confirm the
conversations between the Asesoria Tecnica del Ministerio
de Feonomia and the Capital Development Division of

USA LD /itolivin, on the following terms:

}. Tre Government of Bolivia will guarantee any loan granted
Lo Santn Cruz for the development of electric power, and
will ado;t the necessary measures to assure the supply
of natural gas at reasonable prices for the execution of
the project,

2, Lirkewlse, Government of Bolivia will conduct the neces-
gary negotiations with Santa Cruz authorities to obtain the
uddfuuml financing that may be necessary to achieve the

objoctive.

Co:uscqucnu{, I will appreciate you taking advantage of Mr.,
Birster's trip to Washington to submit our loan application
for s projoct, :

Very truly yours,

Cnl.Jaime Berdecio Zilveti
Minister of Economy
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La Paz, April 16, 1966

Col. DIM Enrique Vargas Guzmén

President of the Empresa Nacional
de Electricidad S.A.

La Paz

Mr. President:

By virtue of this letter I am pleased to inform you that in
a meeting held in this Office with respect to the existing
natural gas in the country, it has been determined that
there is avallable sufficient gas to allow me to assure you
that ENDE will have a supply adequate for the operation
of t?e electric power plant contemplated in the Santa Cruz
pro ect,

The facilities (separation plants, pipeline, etc.) neces-
sary to deliver this gas to the plant will be for the account

of the entity designated by the Government of Bolivia to
sell the gas to ENDE,

Very truly yours,

Cnl, DEM Eduardo Mendez P.
Minister of Mines and Petroleum

DUNCLASSIFIED
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La Paz, February 24, 1866

His Excellency

Cral. de Fuerza Alfredo Ovando Candia
President of the H.Junta Militar

La Paz, Bolivia

Mr. President:
Ref: Government Guarantee for the Santa Cruz Loan

As you know, the Empresa Nacional de Electricidad has submit -
ted to USAID a lcan application for $us. 6, 288, 000 for the execu-
tion of an electric power program for Santa Cruz which was
considered in the Socio-Economical Development Plan,

This program, in general terms, consists of the following:
a. Installation of a thermal plant of 10, 000 KW,
b. Power transmission installations to Montero; and

c. Installation of a distribution system in Santa Cruz, Warnes,
Montero, and surrounding rural zones.

USAID/Bolivia is cons’dering the loan application submitted
by ENDE, and in the near future this documentation will be sent
to Washington for final analysis.

While ENDE will be responsible for the loan will repay it with
funds resulting from the operations in Santa Cruz, in order to
facilitate this application, we would appreciate if His Excellency
authorizes us to officially inform USAID/B that the Government

of Bolivia will be a guarantor for this loan and that the loan agree=-
ment will be signed by the GOB together with ENDE.

Waliting for your Instructions in this matter, we reiterate His
Excellency, the President of the Junta Militar, the assurances
of our most distinguished consideration.

EMPRESA NACIONAL DE ELECTRICIDAD

Cnl. DIM Enrique Vargas Guzmén
- President
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La Paz, March 2], 1966

Col. Enrique Vargas Guzméin
President of the Corporacion

Boliviana de Fomento
La Paz, Bolivia
Mr, President:
In reply to your letter PEE/11/147/668 dated February |
24, Iam pleased to inform you that His Excellency,
the President of the Republic of Bolivia, has author-
- ized me to inform you that the GOB is willing to
guarantee, before USAID/B, the loan requested for
the program of Electric Power in Santa Cruz.

Very truly yours,

MARCELO GALINDO
Minister-General Secretary of
the Junta Militar
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EREVIQUS STUDIES AND REPQRTS ON
| THE PROJECT

The supply of power for the Santa Cruz area has been the
subject of varied studies and reports dating back to 1961,

a) "Report on Electric Power Systems in Bolivia", Ellery
R. Fosdick United Nations Technical Assistance Admin-
istration, March 1961,

b) "Power Program Report for Cochabémba, Tarija, Su-
cre, and Santé Cruz", International Engineering Company,
Inc., San Francisco, January 1962, |

c¢) "Engineering Feasibility Study and Loan A pplication for

. the Cooperative, Santa Cruz, Bolivia, "Cecil E. Viverette
NRECA, October 1983,

d) "Preliminary Report on the Investments Required for
Establishing an'adequate supply of Eléctrical Energy to
the Town of Santa Cruz", Deutsche Projekt Union GmbH-
Ingenierfa Global, March 1963.

e) "Feasibility of a thermal power station for the supply of
electrical energy to the town of Santa Cruz and its rural
surroundings", Deutsche Projekt Union GmbH-Ingenleria
Globa) March 1964,

1) "Primera Parte del Proyecto Detallado de la Red de Dis-
tribucibn de Energfa Eléctrica de la Ciudad de Santa Cruz"



h)
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(First part of the detafled design of the distribution system
for electric energy of the town of Santa Cruz ), Deutsche Projekt
Union GmbH-Ingenierfa Global, Report No. 28, July 1964,

g) "Avaluacidn de las instalaciones de suministro de energia
eléctrica en la cludad de Santa Cruz", (Valuation of the
existing electricity facilities in Santa Cruz), Deutsche Projekt

Union GmbH-Ingenierfa Global, Report No. 24, April 1v,
1864,

Speclal Assignment

Assistance to the Cooperative, Santa Cruz, Bolivia

PIO/T 511-R-89AH-3-30113 - Contract AID/CSD 225
‘Paul Richter, NRECA

"Electric Energy for the city and Rural Area of Santa Cruz-
Feasibility Study", May 20, 19865.
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. Revisea 4/20/66 -
EXTERNAL DEBT AND REPAYMENT CAPACITY 1/.- -

H

A, an

It 1s obviously important that AID and other lending in=
stitutions consider the present debt of Bolivia and the
country’s probeble future capacity to service its debt before

. deciding on the amount of further credits that will be made
) a.vgilable end the loan terms that would be most prudent,

.~ The main relevant facts of the Bolivirn debt situation ere
" a8 followst . . :

1. Bolivia had an outstanding external public debt as

 of December 31, 1965 of 271.4 million,

2. During 1964 and 1965, the central government paid

‘" §0.7 and $5,9 million respectively on its external debt.

3+ The present structure of this debt is such that the
heavy burden of emortization and interest payments falls in
the next few years. From the present through 1969 these
charges amount to from $12 million to $15 million. Thereafter

" these service costs gj on the present devt decline to approxi-
" .mately $5 million in 1975.

4. Bolivia has the possibility of & rapid growth of
exports, On an optimistic but by no means totally unrealistic
projection, exports in 1975 could be more than double the
1965 level. \

5« If Bolivia 1s to achieve and sustain @ rate of growth
of income of fram 5% to 6% per year, it will require sub-
stantisl external assistance beyond that already received.

In other wards, the external public debt will in all likelj=
hood increase considerably above the 1965 level. :

Conclusions based on the foregoing empirical propositions:

. 1/ This Bection has been substantially prepared by the USAID's -

economic staff, Although it is strongly qualified, it may
8ti1ll leave the reader-with sn overly-optimistic impression,
The key element is the possibility of considerable improvement
in Bolivia's economic situation if all elements of planning
and performance work out as indiceted,

2/ In the present contr:xt “service” costs or charges will
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1, As far ap the basic resource situation of Bolivia is
concerned, there i1s no foreseexble reason vhy it cennot
absorb end put to fruitful use further large inflows of
foreign capital, And if it does put such external assistance -
to productive uses, there is no insurmounteble barrier to ;
servicing that debt, provided alwvays that the maturity struce

i ; ture of the 2.bt 1s not completely inappropriate, This

: ’ proposition rests on the fact that the coumtry has enormous

P ’ unutilized naturel resources end & considersble amount of b

' unemployment labor, hence the possibility of sharply diminishe ‘

ing returns to capital dnputs, whether of domestic or foreign
origin, is quite remote. To put the matter snother vay, 1t
is ecanomically feasible by increasing the rate of capital
formation with external aesistence to maintein e 5% to 6%
8verage rate of increase in annusl output and, out of this
increase, to transfer considerable sums &broad.

2., Additional lending to Bolivia by AID and other assist-
ance donors should be on soft termo. Minimum AID requirements
with respect to interest rate, grece period and total loan
period should be imposed Bo 86 not to further accentuate the
@lready 'unfavorable structure of the debt and so as to maximire
the net external economic essistance to Bolivia development

" to be received from a given flow of loans. This does not
exclude, of course, the possibility of two step loen errangee
ments with softer terms for dollar repayment than for local
currency repayment,

. 3+ High priority should be given in Bolivian econcmic
' ., Pplanning end by lending agencies to proJects that increase
I export potential or provide import substitution. This is
not to say that all projects can or should have & high
- direct rating by these criteris. Many infrestructure ine-
vestments, for example, that have few direct forelgn exchange |
- berefits, will be necessary. The investment mix should,
however, reflect this concern with future debt service problems.,

4. Bolivia should make the necessary legnl and institutional
changes to encourage exports; for example, it may be desirable
to Join IAFTA, export customs proceduras cen be much simplified,
the proposed new Investment law can be enacted, and the new
Mining Code can be iwplemented in such & wvay a8 to give meximum
encowragezent to private mining, : S

./
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B. Present External Public Dabta/
The following table shows the external public debt (including’
interest arrears) as caloulsted by the Ministry of Hacienda,

 EXTERNAL DEBP OF BOLIVIA

BT ' (Milifons of dollars)

- -+ I+ Bupreme Govermment . . 192,2
4 .+ A+ 0ld Bonded Debt . 61,9
AR C. BID . . . ) 1.1
' ... Ds INA ' b5
— . B. - British, French and Germen ,
Moratoria = 4,8

- Fs Argentine-Bolivian Convention 375
*'Ge Brazilian-Bolivian Convention 1.8

H. Import-Export - 33.9
: I, Other - o 18,1
. II. comzmoL o S 335 '
Cmvews .o 12,6
e T 1.
V. Others | ' ' 3.6 Ny f
o VI, Banco Centrel I 12,5 | 5
. VIL Development Benks (A1D) . 1.8 g
' Total Public External Debt 271l - ‘
VIII. Private Sector ' 6.7 -
) TOTAL EXTERNAL DEBT 278.1
Of this $271.4 million of public debt, loans amounting to at E -

. least $90 million, or 33% of the total, are in default, The
- 0ld Bonded Debt and the Bxport-Import Bank loens are the ma Jor
. loens in this category. . o

R

" 3/ Date eupplied tn Deuds Externa de Bolivie - Situscién sl
. 1/12/65, Ninisterio de Hacienda, Direccion General de
nca, Moneds, y Crédito Piblico, January 1966, ' .-

!
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C. Projected Additional Debt

Besides the existing debt Bolivia will incur additionsl
obligations amounting to $70,5 million as it drews on loans

. AID loan for highways 1 end &, Thus, with no new lending, the
total principel debt owed will emount to $341,9 million,

Since Bolivia, one of the least developed countries of
Latin America, is not likely to achieve domestic savings
retes high enough to finance an acceptsdble rate of growth
before 1975, it must be assumed thet it will continue to rely
on external assistance for at least the next 10 yeare., Some
of this eessistance may and should come in the form of private
equity investment, and come grant assietance will continue to

" be forthcoming, These sources are not likely to be sufficient
to cover the gap between intermal resources &nd the necessary
total for growth. Loan funds from AID, IDB and other lending
agencies will be necessary. Hence the Bolivian debt may be
expected to increase still further.

Present data with respect to ectual savings, investment,
and " income retes ere so suspect that it is scarcely worth-
while to meke highly technical projections of Bolivia's
external assistance needs over the next five to ten years,

In addition, such projections would have to depend on guesses
a8 to incremental capital-output retios. Nonethelecs even the
most tentative forscast would indicate thet the external debt
of Bolivia will be more than dovble over the present level the
next ten years. This assertion is besed on the following

. assumptions: \

» An average growth rate of uot less than 5¢ per year is
,t0 be maintained,: .

« In order to meintain thip growth rate the level of gross

investment must be not less than 15% of the GNP and
probably aearer to 184,

"' w'The present rate of domestic savings ic 10% or less
- (this assumption 1c besed on very scanty evidence),
'+ 7 It will rise progressively reaching 184 of GNP 4in 1975.°

" w Additional lending will be on soft terms; this is, with
. relatively long grace perilods, low interest rate and
" ""long payout periods. If this condition is violated the
r.v -, total flow of lending will have to be substantially
l larger to achisve the sams result.

»
Dy

SR

; Presently suthorized, The largest of these is the $33 million

| e 4/ Bee s Btudy on Loan Terms, Debt Burden, and Davelopment,

Cae . aAm, April, 1965
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D. Debt Serviece Schedule

It i1s only possible to estimate in very rough terms a year-by-year
schedule of amortization and interest charges that will face Bolivia.
The reason for this is that more than 40% of the total present debt
is in default and future interest and principal schecdules will
depend on the outcome of negotiations of the GOB with the bond-
holders committee and with the Export-Import Bank. In addition,
the exact terms of repayment of Bolivia's debt to Argentina for
highway and rail construction have not as yet been finally
established. Thus, over half of Bolivlia's external debt is in
an unsettled state as to repayment timing.

A rough estimation (exclusive of Export-Import) is given below
of the debt service charges in selected years. The criterion used
was not contractual liability in all cases, but an estimate of amount
that the GOB might attempt to pay and which would not be completsly
unaoceptable to ereditors.

ESTIMATION OF PUBLIC SECTOR DEBT SERVICE, SEIECTED YEARS
(in Millions of $U.S.)

1966 1969 1975
0ld Bonds 1.0 1.0 1.0
Moratoria 1.1 1.4 0.1
Argontine Debt 1,0 2.0 0.5
USAID 1.1 2.3 0.7
Japanese Sugar Mill Loan 0.3 0.3 0.2
Y.P.F.B. 1.0 1.0 1.0
C.B.F. 2.0 1.0 1.0
, COMIBOL (net of Payments to USAID) 2.6 2.5 0.1
TOTAL 9.1 11.5 4.6
Estimatod on $250 Million new
debt by the end of 1975 1,0 1.7 1.5
TOTAL ' - 10.1 13.2  16.1
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The servicing on new debt represents an additional borrowing .
of $250 ‘million from 1964 to 1975 5/. An additional $250 milidon . -
of debt incwrred over the next ten years will affect the debt -

. Bervice picture in grestly differing ways depending on the -~ \
&verageloan terms. For a crude estimste arbitraerily assume » _ !
3.5% interest, T year groce period, 1% interest during the grace P

‘period and 30 yeer total loen - that 1s to say - something .
" between AID's softest terms and typical IDB terms. Assume elso
- that during the ten year period the level of borrowing will be

$40 million per year in 1965 descending to zero in 1975 by step ..
decrements, ' \

Y
AN

\

.

, In sum, Bolivia should be peying an amount rising from : _
- $12 million to $16 million per year on external debt in the R\
- 1960's; 1f 1t did little or no additionsl borrowing this would ,
teper off rapidly in the 1970's, If it is able to borrow in the \
. 60's, on poft terms, in th~ neighborhood of $250 million more,
- debt service will be at the $18 million to $19 million level in
the last helf of the decade of the T0's. |
AV
It must be emphasized agein that these are extremely crude Ao
estimates depending on arbitrary assumptions about the amortiza- '
tion echedules for the present debt and amounts &and terms of new
borrowings, Particularly important for the 1960's i5 the essumed
grace period, If substantial loons ere received from non-AID
sources, and hence on less favoresble repayment terms, the next
few yearc will see an even greater bulge in Bolivia's debt
pervice burden, especially if these came loans have a short
total payout period,

o

——
¢ r——————— e —

E. Debt Service Capacity , '

‘ There are three distinet but roltlated problems where external
public debt service difficulties mey be encountered., These are:
1) the income-cavings problem, 2) the fiscal problem, and 3)

the transfer or balance of reyments prouviems To consider
those in turn:

5/ 1act year's CAP used figuree of $100 million and $150 million
of new debt up to 1970. On the basis of & new enalysic of
probeble grovth in Bolivian's GNP and changes in ite rote of
domeotic saving the $150 million figure ic much too low and
terminotion of net external investment before 1975 ceems
unlikely, The $250 million figure of the text i conservative,
In addition to this increese in public sector debt there
should also be oquity investmont by private source notably
dn the mining and petroloum industries, -
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1) Income-Savings. The qQuestion here 1s whether the external
resources provided wgil be applied to productive uses so that a
rising output results and whether Bolivia can or will abstain .
from using all of these output increases for consumption purposes.
If we assume that extermal resources of the magnitude mentioned
above are used productively, & conservative estimate of the rate

of growth of output would be 4% per year, At this rete of

the external debt service as fraction of GNP would be 1966, 1.89%,
1969, 2.21%; and 1975, 0.TTh. If a 5% growth rete 1s achieved, i.e.,
more or less the minimum goel, the ratios become 1966,1.85%; 1969,
2.13%; 1975, 0.T%.

. Even taking the more conservative income estimates, these do not
=-on the face of it- appear to represent difficult eaving rates. '
Thus the income-saving problem doés not appeer seriocus unless the -
assumptions of the AID program are in error, i.e.,, that external
assistance can achieve economic growth in Bolivia,

2) Fiscal. The external debt of Bolivie is virtually all
in the public sector. If large transfers are made in the privete
sector 1t will be because the American owned Bolivian Gulf 0il Co.
has large oil shipments end therefore large dollar earnings.
Hence, for present purposes we can confine our attention to the
problem erea, the public sector.

Ability of the public sector to repay implies another problem
besides the overall savings level; 1t implies that the Central
| Goverrmment will be mbie to tax from the publiic more than it spends
! in current operations plus capital formetion and/or that the
state enterprises as & whole will earn a level of profits greater
\ than their collective capital expenditures., The only alternative
open to the Govermment to gain control of savings 1s vie Central
Bank credit expansion. As to whether in the long-run the Governe
ment can achleve the necessary fiscael control depends largely on
: vhether present efforts, strongly supported by USAID, to rutiome
\\} alize public sector finances are successful and. whether), in the
Ny near future, a serious effort is made to refoim the chasotic aund
\+  1nadequate tax structures, All tiet can be stated now 1s that
the problem i1s & manageable one if tle GOB it willing to take
" ‘the necessary steps, The greatest difficulties will be eu-
countered in the next two to four years when the debt burden
.\ Will be et 1ts largest relative to the totel revenues of the
‘¥ public sector,

\ 3) Balance of Payments., It is on thic aspect of the external
& 'debt service problem that ettention ic usually focused, a&lthough
+\ in a sense the income-saving problem is more fundemental. Essential=
* 1y Boliviats debt mervice-balance of payments problem consists of
;81locating a sufficient portion of the increase in output capacity
DR iconeequent on investment to the exporteproducing and import-

S rdplacing industries in order to avoid future balance of payments
i
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i . . -~ ESTIMATED FUTURE EXPORTS 1965-1975
B (million $US)
i MIXIRG PETROLEUM
' MINING OTHER cI¥ MIRERAL TOTAL
__commora/  sECTOR p/ | TOTAL YPFB o/ PRIVATE ¢/| ExporTs 4/ TOTAL coMM. cosTS e/ FOB £/
1965 66,5 62.6 .129,1 1.1 0,9 6o . 13T.5 28;b 109.1
1966 66,8 644 131.2 1.2 26,1 T.7 166,2 28:9 137.2
1967 . 66,2 69. 135.2 1.2 35,3 9,2 180,9 29.7 151.2
1968 66,2 TT.b 143,6 1.3 45,3 1n,o 201,2 , 31.6 169.6
i 1969 66,2 87.1 1533 1,k 45,3 1342 213.2 33.7 179.5
1970 66,2 98.1 164.3 1.5 45,3 15,8 226,9 36.1 190.8
1971 4 . , , R 198.4
92 . B o | A1
1973 . .3 : . S - 21%.6
19"" ’ L . o Tl _ 223.2
975 - s - S %1

2/ 1%5. value of production and 1966-1967 output level based on COMIBOL budget estimates. Prices for 1966 $1.60
and 1967 $1.50 per pound of tin. v ‘

3/ 15% rate of increase in tin production is estimsted for 1965 to 1970 (assuming that in 6 years production of

tin will be & little more than doubled). Tin prices: for 1965 $1.80; 1966 $1.60, and 1967-75 $1.50. Proceeds

of other private minerals are assumed to increase by 5% per year.

g/ Petroleum production vas estimsted by YPFB for both state and private production. Exports of private crude
011 through the pipeline are expected to begin in November 1965 according to Gulf's information. , '

-

!/ Among others are included mainly fruits, coffee and meat. Pased on USAID egriculturel msrketing taechnic:!an's
smalysis, ' : .

1/ Beduced 22% of total mining exports. This reduction cons:itutes commercislization costs which it is necessary
~ to subtract in order to arrive ¢t net figures for mineral exportis. e T -

e a— -

?/ From 1971 on there is estimated a L4, increase per year for total FOB exﬁorts.

1T Jo 6 a8wd - N XANNY
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" These export levels would give debt service - export retios as

follows: . -
1966 8.8
1962 9e1%
1975 T.5%

A number of pointe should be mede on the projection and

resulting ratios:

~COMIBOL is not counted on heavily; the 1965 figure is 18%

~ @bove COMIBOL's 1964 exports but is entirely reasonable given the

present rise in prices. If substantiel production increases are
forthcoming the COMIBOL estimates could be low.

-The private mining projection appears optimistic, but in
fact 1s quite corservative. With the increased lending capacity
of the Mining Bank, the new Mining Code, and AID/GOB investmznt
in mine area roamds, 1t cen be achieved.

~The privete petroleum exports figures are also large.
Gulf 01l Company is, however, in the process of investing
$25 million in @ pipeline for the export of its crude, Presumably
it har good reason to think it can produce the crude. It should
be noted, however, that increases in Gulf's exports carry with
them the necessity to trensfer profits ebroed. The YPFB figure
does not take into account the very real possibility that it can
export natural end/or petro-chemicals to Argentina at a value of
from $5 to $10 million per yesr,

-From the perspective of foreign trade, the burden of the
Bolivien public foreign debt is not extremely onerous, Moreover,
Bolivian private foreign debt is very low, estimated at $17
million in 1964, '

A rough balance of payments projection for 1969 (for 1966,
1967 see Annex VII) shows that Bolivia could sustain the estimeted
debt service peyments of $16 million for that year given the

following: \

-Exports increase s indicated in the table to $179.5 million.

~Imports increase by epproximately 8% per year with the
negative service belance increasing proportionately. If this
condition is not met, 1.e., 1f dmports of goods and services
increase &t an average rate of, say, 109 per year, Bolivia

%, Would have & deficit of roughly $9 million in 1969,

e i i e i A e Tt
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-Loans and grents on private and officisl account reach
$25 million., Thie is a relatively modest level. BShould it

be exceeded there is of course, more flexibility in other
iteums.

ARRLIry s,

. . In the 1970%s, if loans @nd grants are progressively

“ declining and reach zero in 1975, the rate at which exports
nmust increase to cover e given debt service level depends on
the rate of growth of imports of goods and services, This
can be seen in the followlng figures for the year 1975, where
various retes of growth of imports are shown with the relsted
required rate of growth of exports, teking the 1970 export
projection shown above es & bLese:

Rate of growth of imports of goods and services 3% 5% 8¢
Required rete of growth of exports, 1970-1975 k.8% 7.3% 11.3%

As can be seen, if import growth is held to the 5% per year
average or below, the required rete growth of exporte is not
excessively high if attention 1s given to the problem in the
investment progrem. Import growth rates of 5% or lower will
also require that attention be given to commerciel policy
and conceivably to the exchange rate in order to avoid ex-
cessive consumer goods imports as income rise.
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Minutes of CAEC Meeting held on November 1, 1965

Santa Cruz Electric Power Project

e e B e e e s g

The loan paper should include a statement of fhe actual rate
policy and its method of determination. A two-step loan should be
i considered. The foreign und local cost components must be broken

e e e B i

In addition to above specific considerations, the following
| general points should be resolved in terms of overall Mission
i policies and included in the resulting loan papers where appropriates

1) ZIocal Currency Costs

The USAID 18 requested to prepare an overall statement of
currently available and projected local cwrrency and how 1t is to
be allocated between these designated projects and other activities.
This should be done both on a commitment and disbursement basis.
Sufficiency of these funds will have to be determined and the effect
of the IMF ceiling will have to be evaluated. Such & study should
indicate the priorities to be followed for using available local
currency. In establishing priorities, the USAID should take into
consideration that it is becoming more and more difficult to use
dollars for local currency expenditures.

2) Export-Import Bank

The USAID is requested to consider,the likelihood of a settle-
ment between the GOB and the ExIm Bank. AID/W believes that the
: ExIm Bank would consider only substantial payments, approximately
i $2 to $3 million per year, as & reasonable settlement. If the USAID
: ‘ believes the GOB budget for 1966 cannot possibly support such a figure,
: . sufficient documentation for AID/W discussions with the Bank should
. . be submitted. The CAEC requested the Bolivia Desk and the Country
' Team to develop a position vis-a-vis ATD's continued lending to
- Bolivia vhile the ExIm Bank sitiation remains unchanged.
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LOAN AUTHORIZATION

! : Provided from:. Alliance for Progress
BOLIVIA: Santa Cruz Electric Power

Pursuant to the authority vested in the Deputy U.S. Coordinator, Alliance
for Progress by the Forelgn Assistance Act of 1961, as amended, and the
delegations of authority issued thereunder, I hereby authorize the

' establishment of & loan ("Loan") pursuant to Part I, Chapter 2, Title IV,
: Alliance for Progress, of said Act, to Empresa Nacional de Electricidad
(ENDE) ("Borrower") an autonomous public corporation, organized under
the laws of the Republic of Bolivia of not to exceed four million seven
hundred fifty thousand United States Dollars ($4,750,000) to assist in
financing the dollar.costs, including engineering costs and technical
assistance for the construction of facilities for the generation,
transmission and distribution of electricity in the Department of Santa
Cruz, Bolivia, this loan to be subject to the following terms and

! conditions:

1. Interest and Terms of Repayment: Borrower shall repay the loan to
the Agency for International Development ("A.I.D.") in United States
dollars within thirty (30) years from the first disbursment under
the loan including a grace period of not to exceed five (5) years.
Borrower shall pay to A,I.D. in United States dollars on the
disbursed balance of the loan interest of one (1) percent per annum
during the grace period and two and one-half (2-1/2) percent per
annum thereafter. '

; 2. Borrower shall covenant to submit to A.I.D. prior to the first
‘ : disbursement under this loan, a schedule of priorities setting
forth the relative positions of A.,I.D. and IDB ac éreditors.
This schedule is to be subject to A.I.D.'s approval and acknowledged
by the IDB. . .

L Jpu T

* 3. Borrower and/or the GOB shall make arrangements satisfactory to A.I.D.
which will assure the availability of natural gas at the generating
plant site by July 1, 1968, at a twenty-five (25) cents per 1,000
cubic feet. h a '

¢
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k., fThe GOB shall covenant to guarantee repayment of the principsl and
interert on the loan.

5« Equipment, materials and services (except shipping and marine insurance)
financed under thé loan shall have their origin in and be procured from
‘the United States. Shipping financed under the loan shall be procured
from the United States, and marine insurance financed under the loan
shall be placed in the United States with a company authorized to do :
marine insurance business in any state of the United States.. g

6. 'The loan shall be subject to such other terms and conditions as A,I.D, |
may deem advisable.

Deputy U.S. Coordinator
Alliance for Progress
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