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IEORANIIMi FOR TH DE VELOPIENT LOAN CO::iJTTE.; 

SUBJECT: Management and Other Assistance for Developr.,ent of 
Electric Power Industry
 

Attached for your revicw aro the r coinr:cndations for 
authorization of a _loan in an aii.cunt not to excced .,;(, 500,000 to 
the Imperial Governrent of Iran, acting through the Hlan Or.anizatLon, 
to assist in financing the foreign exchange costs of the services 
required to establish and develop manageer,cnU, operations cnd trahing 
skills needed in the development of the electric power incust &r in 
irnn, the provision of feasibility and other studies that w-:1l]. be 
needed as the development program progresses, and the provision of 
enuipment needed for the training of Iranian personnel in the 
operation and maintenance of modern generation, transmission and 
distribution facilities. 

This loan proposil will be consideration by the Development 
Lo:n 3taff Committee at a meeting in the near future. 

Lachel C. Rogers 
Assistint Secretary
 
Deve.opment Loan Coritee 

A t '.chments 

-rn.rar.,, and Recommendations
 
'vojecr Analysi s
 

Annexes I-V
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- I.-

IRAN
 

.ANAGEMENT AND OTHER AcSS.S' AT,Tr FOR DEVELOPMENT OF 
ELECTRIC POWER IIPDUSTRY 

____________r_,_ iS. i _ '' iri'[,'s tt., 

1.. Borrower: The Brr,;..r '.'I ., vcvnr:t of Iran (GOI)
n't. ', thr:' i,. p.. , 'nzat . . The executing 

2. lAnount: $.5 mihhier 

3. 	 Total Estimated Cost of1i:roject: The totaL cost of the project

is estiinated to $!).O m:LLion of which 
 $6.5 million is 
the JeLL ar c t c. provided] by the AID loan and $3.5 
mll io,,is . .a.currency cost to. be pro vided by the
GOT !"',em !t: i !.,' rc.es.re 


4. 	 Purpose ef Project: Tie Loan would assist in financing the dollar 
cost of ma,,a,-,ment, operations, arid training services 
and feasibility stuilies needed for the development of 
the electric power induistry in Iran. 

5. Backgro-nd: Under Iran' s Tlhird Five Year Plan the(1962-67), 
GO! is proceeding with an extensive program for the develop­
ment rf the eLectri.c power sector. The program will be 
contii ,ed ,vring the period of the Fourth Five Year Plan 

1.)( -) A i ;,verrmett "nvestment of 21 billion 
ro.a. itnrmate h $2,80. illion) is provided for the 
electrf:.......' v.mmn in the Third Flan and the invest­
mont :rier tve Fith Pian is expected to be larger. 

.-n Mroch )ih ti GoT reqizested U. S. assistance for 
th+-. .eitn, Oation pr::gram. in response to this request
the U S . t.oisupport electrification programto the 
by makino, 1"a in an amount up to $78 million to assist 
in f'inai n the do-].Lar costs of projects related to the 
pr~o ':. '.)f'this amuont $68 million was to be provided 
ty the ExporLt-Import Bank and up to $10 million by AID. 
In April 1965 the Export-Import Bank authorized a credit 
of $20 million to the GOI to finance the acquisition of 
two 82.5 megawatt generating units arid related spare 
parts, materiaLs and services for the city of Tehran. 
The Bank is now considering a loan application for $9 



7j
 

" n t a i "1.1 1 -1, 

". 

,:/)-/.' i~ii?' /fitno 

S4wh. 

.- The'GO-ih rebeintl propoes tou ed n er th. 9 illp oa 
balanelofit's$68 i~jan's omman bpeate d ma intan 

thesIrayistesd ofhaelcti power .... Ban has"" agreed'this' assta nce rT e s e dTi.om tth ofD$78,mi n, in 

been marally atred t th e .!lasningiassiste 

undr Poe projects ireemn fu . E 

Surve wic rec gne t4e n fe osu eat's to 
assistmitb'finlning the lcrfdi prgnm iDOthe 
ah oa ecrenty poposothe Bank tty systms 

chbla ne o itng or ill. e coniciiiLae n &oteIrenam,r 
afn Iran tninean manageetrer a te a maintai 

thsesortesIas if rJ.etrijsctid~htIprogrdehasd t~.o 
fiancethtit exsss tcee ditoa .S i~h 

iii>ii!. i 
, ,: : 

.... ben meallty ated t hefias indihc)rped ah 

. ... 4.-taSur.n 

fo PwrrjetriiheTtue
A is trnypl arnn the crideplanningo asrtance 

munder a ndolect ric txli snystem-srso s.En r 
whiche i gno e consrt d nrta.Ahe Proeact o 

Andeeinttrnide orana~on A!ge, fintancn maitedain 

4 

nthese syrte ns.I t as re'esteduphat ADprovri e trd t 
fiae thist aian wce.assist te Organiatio 

And thsMei nlry agee tor pr induanig in . 

Sndrvey hasiblt sied tobinJanry 1966 the projoetoa 

. 

4 

fndera Thet mageement for aonnectric oenr Energiyes 

14 

Ae rinment te fra in acDiGiies being'uf eten l 
ande theMinistrci owe r industry plaviy in4 

6.Ex eatnc Ato athe govealleonocdeveomet ran/u' iaiont 
GopIrn Thei 4anagemen, teato's aerntaiie statie 
tad feiasblitostdis torbe apporabyte rcopsieaton
wouAID suppement the panir-neraciviie bthgt AIDwoukld 
finune ths Elei oe Induitry srvfey. mmtmn 

6.E-mlaane: AytU. m.oenetin o nthe nec an/AiD Liisuont
G~~~~oupopi'1,196the Bankias reererentativonProgram. 

. thtihsspliaion wiw:TeCplAssasnmoePapprowpre foredc tnsieaii 

fisinan thsryefcti-vityws pat CofnrTheam remends 
aotheaIraia ElecrfcainPrga..2 



LA83 EC 

.3..e re2levant~i statutory crit~eria have been met.' 
u See Annex.iVYv . ?I3I'V 	 '...(~3 

.,Issues: -- The major issues pre resolved during the intenisive review 
of the loan a llcadonl. ,,3'3 

10. Rcomedaios: Authoriation ofP a loanh in an amiount niot texceed-3 7 
$6150bo,o00o ~til~e Goverlent of --Iran act'ing throu~gh the 
Plan 	Organization o& the following- terms and conditions 

73 	 ,. 

3 

(a) he Government or Tran to -repay the loan to .. 

r ...	 AID' in U. S. dollirs within 25 years, .from the 
date- or the first disbursement uinder tLhe loan, 

3 Including a grace pe2:iod or- not to ex~ceed 
five years fr'cm the date or the first dis­
biursernent. Thqe (loverxin'ent of Iran to pay 
interest to AID in U. S. dollars at the rate 

. 

or 3-N1 per arinvrum on all amouints of' principal 
outstanding under the loan. 

(U) 	 The Government of Iran to produce evidence 3g 

se'f;t!.sfactory t(- AID that- other funrds in an 
m6unt suff-Icient to complete the project 

have- 1b,:en or will be made available. ~' 

-(c) 
 ALL goods anid services financed fromi the 
proceeds of the loan to be procured from 
and hav, their souarce and origin in the 
United States. 3 

(d) 	 The Loan to be suibject to such other terms­
and conditions as AID nay deem necessary. 

Capital Assistance Committee
 

'3 ''At the Mission 	 -At AID/W-

Loan 	Officer Wilbulr.H.H.M. 	 - ,W.A.Underwo~d-

Enginer -----	 A.B.Vie 'egg
 

3,- -'Counsel 3,J.A. 	 -J.Westberg 	 , R. Heller. 

3)-.,Desk 	 A. L. DBoucher - H. Towsley 3'"'3 

Drafting Off icers: Towsley, Underwood, Vieregg, Wilbur, Boucher 3W 3,etb 
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MAAGEENT TH1ERI RA: VD AZSISTANCE FOR DEVE~bPETO 
'EETI POWERi 1NDUSTRY "''i 

~'I BRIEF PROJECT DES'RIITIONt 

.. The,project will provide 4 n institutional-development program for
 
the Ministry of Water and Power and for t-e 
 oa Utiiot Q .
thpan

'" ' "sarice rbeing established to serve the maj lotd 'ec ts p I 
willasy t in a.c-I shing the flwing b.jec.tive: see est 

($000O)
 
a. 	 Effective regulation and. control ofo 

the Fegionalt Utility Companies by 
t the Ministry of Wiater and Power. 2,050 

b. 	 Necessary feasibility studies. 1,400Harza Eng~~~~~~~neer~~~~ngCopoy the eugmnt prno til.<dtr ni i.-!,im, 

C 	 Vocational and on-the-job training. 600 

d. 	Economic and effectiver peration of
 
the Regional Utility Companies.'o o 2,450
 

6,500 

2. The Ministry of Water and Power is negotiating a contract with 
Harza Engineering Comphhy for the management, operations and training 
services re..,iired for the orderly development of the electric power

industry in Iran. The Ministry w dlike 
arza to begin these services 
as quickly as possible and the contract may therefore be signed before 
the proposed Loan is authorized. The Mission has informed the Ministry
that if the Loan is approved, it will be necessary to amend the contract 

- to conform to AID requirements as a.condition precedent to the disburse­
ment4,of Loan Luinds. 

Provision will. be made for expanding the scope of the Harzn 
:,contract as the work progresses. The need for addi.tional services can 
be foreseen niow but shouild not 'be -inclu1..ded in the contract at the outset 
because the' scope of these services will becomre mor-e clearly identifiable 
during the next two years. 

3. The Loan Agreement will expressly provi.de that (a) AID shall 
have the right, prior to the terminat ion of' the AID program in Ir ' in.4..,. June 1968, to review, the effectiveness of the utilization by the GOI : 
of the management, operations and training services provided un r the
 

i- . 'Harza contract 
and to terminate AID financing of the contract and tocancel the balance of 'the loan if in its judgment the GOI is not taking
appropriate advantage of' this assistance, (b)I the additional services " 

sh l'a'-' 1 { 

http:provi.de


101 1211 

-- 2­

to be provi4daie the Iirza contract and the project feasibility,.
 
stdis o b financed under the loan~muteietf an utal
 

aeed to6 by ,the GOI and'~I the AID ,uns fo
and u1a provrided 0'heS
 
6ervice6s and studies miust be committed by cont~ract or tmendmnt to. an
 

a~2n8.t4ncontract prior. to June 30, 1968. If'any Vortion of cthe AID~loan
 
uds procvided t1br, these~ services an itie rsrn~i 'uommi ttedL on
 
Jtwie 3o lq8 ti- lorsalb educed by that amount.
 

.. The Gcveivnmenu of Irian (C0) has been carrying out the, economic
 
development of' th J cciimbry pu1-,,mannt to CMiprehensive, fixe.d-termf plan's
 
prepared 'by- the Plan Oranization and cn .teed into law by the Parliament. 
 'V 

Tkese plarns ai-a fit~rncci 'priirily by Iran 's 0:*1 revenuIes, 70% of whiUchi
 
have been ear,mr:ked for _con.o)mic development purposes, and by fonreign
 
loans. For the Iranian' fiscal year beginning March '21, 1966, the portion
 
of oil revenu)es ear , ,arkeid* for development has been increased to 75%,
 
estimated at abitut $450 million for the current year.
 

5.' During the period of the SeYeo ,d !ie Year Plan (1957-,,);',the.". 

generation, transmission and distributionz.of electric. power wa carried 
-o, y .inurbe, of 1Lriveated oper"tioxu4 cattered throughout the c' ntry. 

Public municipa. pla tt3 were in exlstence at Tehran, S1iraz, Dabol, Abadan , 
/ and Khorramsha r and private generating plants provided electricity fo -

M4eshed, Rcsht, Tabriz, Isfahan, Kerman, Hamiadan~ and.Awz Under the 
OeconJ . Plan, the Plan Organization andertook a program to provide approximately 
40 megi,atts (MW). of new generatng capacity through the medium of 90 
mlunicil ment projects in small towns. The main purpose of these 
projects wa o provide reliable municipal lighting. The Plan Organizat-on 
provided 50% of the f2acality installation costs and the respective munici-, 
pal.ities laid the balance. 

6. Yor the T.,r. Rve-Year Plan, the period,overingfrom September 
1962 to Merch 1968, the -ortion of oil revenues earmarked for economic ­
development is projecte, to rea-chi a total of $1,956 million. From. oil 
revenues nforeign loans, --e' Plan Organization has thiufi far received a ' 

total of $,.. ill.ion for the Third Plan oeriod. Th -01 has ampl.
 
resource ; for economic development but lacks the competence required to
 
allocate, ms age n,d make the beSt u'e of these resources. 7 i
 

7. The-. Thiird Plan r-cognizes the" noeed for mudernicing adepad g

the electric power industry throughout tie country by providing for' a
 
major government investment in the power sector. Tnder the Third Plan?'.
 
the GOI has undertaken a corcerted, large-scale effort -to proveide 'adqUate
 
electric Power facilities for thle country and to develop -the best possible

institutional. fra~mework and( practices for the powder sector. Th-e Plan'
 
contemiplates an aggregate GO0. investment of 21 billion rials (apprxmtl
 

$28C0 million) t.o add a t.ntal of 794i MW of generating capacity and V 

-L AC-~ 

-4 
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reatd ransmis sion and distribt i'on facilities and~to~develop the ecesaryr 
~~~'institutions during the period 1.962-68. The pl2ans for this inv'estmient ar' 

discussed Iin more detail in paragraPh' 38 below .~ 

2.p'~ ' 	 K8. 'At the beginning o~f the Third.Pl1an period in 1962 theGOI ,,as' 
we.~h.pxbems.- -a di-acml hn7e 6b ectives- .f I" 
L Ijction prc~gram. These problems'incliuded the abec f 

(a) 	 an eftfective r(-gmfiatory &8gency,
(b) 	 uniform~ rate-makirng procedures, 

' 

(C) 	 well-defined financial practices, ----- ' 

, 

(d) 	a functional organization structure ',-A* 

arnd pool of trained manpower, and 
9(e) 	 'the necessary _xpertise to meet the
 

management, operations and training
 
ieds of the expanding power induostry.
 

9.Since .1962 the GOT has taken a nmmber of' steps looking towards 
the 'ultimate resoLiiti'on of these problems and the desired rapidbut order­
ily expansion of the indi-istry, In ani initial effort, to -centralize the res­
ponsl,bility for ccordinating and guiding the planning and implementation 
of the program, the G01 established the Iran. Electric Authority in,1963 
The Ministry of Water and Power was establish~ed in l96Lfand the Authority9 
was dissolved in 1965 when its fuinctions and responsibilities were assigned 
tthe 	Power Division of the Ministry. The Power Division has competentand dynamic 	leadership and has, araong other things,-'compleIted its own
master electrification plans for 2,5 medium-~sized towns. -The Ministry has 

dra.fted a proposed law (the Iran Electricity Bill) to provide the legal
frameworck within which the power industry wiill be developed. The bill is 
presently uindc-rgoing final. revision by thr Ministry and is expected to be 

... 

2 
99 presented to Parliament for enactmrent 1,nto -law in the near future. 

10. in addition tc' the steps taken within the GOI- itself, sevieral 
projects have been uindertaken with the assistance of foreign consutnt 

* 	 and financing. One of these projects, the preparation of master electri­
fication plans for- iix major load centers, was undertaken by an American' 
engineering firm, lilbErt Associates, Inc. and financed by AID under 
Development Loan Nc.- 265-H1-0.16. The six load centers .were Tehran,. Isfahani, 

i-	 . ~ Kerman, Hamiadan, Kermanshnad and Shiraz. The Ministry has placed-orders for 
generating units -for Tehran which pw'"" exceed the capacityf originally 
recomiended in the master plan for Tehran prepared by Gilbert-Associates.
 

~. ,' 	 Similar master plans for four Other major load centers, 'Tabriz, Resht, 
Meshed and Babol-Shahi-Sari have been prepared by a French egineering-,~ 

9-"" 

http:265-H1-0.16
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ftirmu, Syfrelec-Atras,,und--r acnrc financedwith~ French credits., In 

tatbetween the Plan Organization and Stone: & Web~ter~ Service,,Corp. fo 
advice and assistance in the establishment of' a regul~ator'y agency for theii el6ctric power industry nd~for review 0I 	 rh~ratre~c )asy a 	 f he as te'r eectrifiat.on pasJ:T-eiis try ldeeittle u eoftheservles othereco nendations 

S of the Stocne & Webster consuiltarta. Vie Stone & Wester coxitractt w s 
termnatd i thesumer f 1965 by mut-ual agreement of the parties'and~'~ 

the Bank. 

... Electric power Is one of the aj ' elements in the Khuzestan 
, 	 Development Project in southwestern Iran.' i s Project is being carried 

out by the '[hizestan Water and Power Authority with the assistance of' an 
American consulting firm, Development and Resources Corporation, and a 
$45 million Loan from the World Bank, The piroject is buiilt around the 

"ea	Mhaim, ihaa i (formerly Dez) Dam and includes the installa­
tion of eight thrbo-generdtors with a oapacity of 65 MW each and the erec­
tion of high-valtage transmission lines linking the hydroelectric power 
plant with the five major cities of Ehuzestan. The first generating unit
 
went into 	 May 1.963.
ecommiefcal operation :i.n 

12. Mr. Arthur B. Vieregg, NESA/EGR, visited Iran and reviewed the
 
cwe 	 Feruay 1962. his to 

Mr. Veregg prepared a report entitled "Report on Electricity Study in 
Iran" in which he outlined a program for the development of the power
industry. The first phase of the program. was the preparation of ma6ster 
electrification plans coupled with the establishment of regulated, regional 

overllsiuatin i 	 Upon return Washington, 

electric u.tility companies for each of the ten major load centers moptioned
in paragraph 7 above. The master plans have been completed and the 'Ol 

has enacted legislation authorizing the- creation of regional utility 
companies. 

13, Because of AID's interest in the develbpment of the electric 
power sector as a priority item in the overall. economic development of 
Iran and its investment in the master electr:ification plans, and in view 
of the potential market for 'U.S. equipment and services in the power 
qector, a series of negotiations between the United States Government (usG) 
and the GOI was initiated in March, 1964 with respect to the possible fin­
ancing by AID and the Export-Import Ba k (EXTM) of further projects in 
this sector. In July .1964 the USG 'ffered to provide assistance for the 
electrification program in the form of additional loans for, suitable pr 
ijects in 	 an amouxit up to $78 million. Of this amount $68 million was to 
be provided by EXIM and $10 million by AID. Owing in part to a belief by<
the Iranian officials engaged in the negotiations that American equipmri ent 

http:eectrifiat.on


in a',final.6.~understan~ding~\;f dssacources,-- ~sni.UG tenegotiations did not cuilminate al efom other 
4 

magreeein ore expensive than similarequifmrt 


:w-~~ Pursuant to this understanding, EXIM autoirdized a c 6ditha iion :-7 > 
in April 1965 to finance two 82 5 MW generators for the, Farahabad pand 

in.Tehran. In May 1965 itthtan apprciean licatdion for an additional 

: mcreditoftFie.aion fr huya va n -tat a fd 

EXIe has deferred n this pendi -- -itk decisto on application ngcmpletio ­
arrangemients by the I fir iprprovementsin the management, operations 

and training needed forthe power iodust ye The principal- purpose- of the 

proposed AID loan is to finance thenecessary arrange bents. 

14. In Februaary 1966 the GOI Plan Organ--ization infornned EXIM that 
the prospects for u-sing the balance of the Bank's $68 million commitment 

-

for projects in the power s-ector were doubtful and requeted that EXIM
 

agree I a
principle to earmark this balance for the development of petro­

chemical industries in Irat. EXIM replied in March .1966 that it w4as 

prepared to agree to the Plan Organization's reqest with the understand­

in that, usal, Loan applications individual pr c wouldbeas for I 
subni-tte to the Bank for study and approval and that any financing would 

be made al, the Ba~ink' s then prevailing rate of interest and oni repayment 
terms appropriate to the projects in question. Both the Plan Organization 

and the Bank left the door open for possible future EXIM fInancing of 

petrochemical and power projects in an amount over and above the balance 
of the original. $68 mill-ion coimitment. 

15. The $10 million AID portion of the USG financing package was to 

be made available initially out of FY 1965 Development Loan Funds, but 

was subseqiently carried over torf o1966when it became apparent that 

desvelopment by the Go of a project approptiate for AID financing would 

not he possible prior to the end of FY 1965. The delay on the part of 
the in bw applications AID wao fsubmitting y for the financing attributable 
in large measiire to programnincrtainities resulting from changes in indi­
vidiial city development plans.
 

TT'In its, original master electrification plan for Tehran Gilbert Associ­
ates recommended the procurement anid i nstallation of' two 37.5 MW units at 
Tarasht to be f&-L'ovied a year or so later by the installation of two 75 
I&W units at Farahabad. Gilbert subsejuently changed the master plan for 

account the three {,2.5 MW units ordered by the MinistryTehran to take into 

of Water arid Power In order to design the. other appropriate facilities
 
required because of this commitment.
 

J. 



16. In response to theGoI's eed for a bhpretbei dnaeCo mnt,
Plaun th e feciein initiatoed ci.sus nsio~ in-the, srn of 1965. 0 _pradprooes g thefollo rsy
t assst the nareryimng eout a 
...... to establioh the planning basowfor the pO er poi for' l . 

~ ~'~.o Ian n elaiq- t~o the coiintryls o0eall development program. AID 
has comwitted 21i,000Mfievelopment Grant nds;.under. aProject:Agt 
-ent fr an dlectribc Poer Energy Survey which "was'siedon.January29,,.196!6. Th c t\.ods wJU1.1 Ibe used to firncwe the foreig~n exc~hexge' cdos f 

industry pecias ste under the l..eadership of Mr Walker. Cis1er '"hairman'
of the Board of Detroit Edison Company and consliltant on el~ectri.c power, 
programs and projects in developing contries. Care was taken in.draft
cIng. the toerms o-.f reference for the siirvey project to av'oid any possible ­
overlap betieen the services to be performed by theiCisler group and the 
services to.be peroreCl.sunder the proposed loan. The objective of the
two projects tire corplermentar&, with the CLler s-arvy designed to pro­
vide the 1,asis for lonry-term' pcower indiustry planning related to overall 
economic. development requ-irements, and thfe projcct to be financed by the.....' ra relationeproposed loan providsng the management, ard .-:' assistance,:.:requzired for effective de p d opertion of 

Gran s cperation ". training, , 

Vthe facilitiec3 whichi are needed to carr:y rou-t the electrir power indiist-ry
expansion oiitlined in Section VI, Econom-ic Aspect's. 

7-. -t -.i v.y '. L -; "-, e ri'.:' w m ad -- ' 

III1. PREVIOUIS AID) FINANCING 

17.AID and its pr-edecessor ngencies have made the followiing grants tand loans In siupprvt of the electric power sector in Iran 

T)'ps Amount 
_______Date -($000)
Grants 

Improvemcnt'of Shir'az Muinicipal P1ower System .3.952-56 487
(generation and di stribuition tL'acilittes) 

I.Third Plan Electricity Stuidy
(techniLcal assistanice) .j.963.-65 
 62',
 

Electric Pow'er Energy (Cisler) Survey 
(.long-term planning assistance) 1966-67 2145 

8iii-total, Grants 7914 
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SBET A LB'LE'COP 

rP rp s - '''' - '-Date _____ 0___ 

ehran electc Ft ortion of D Loan-]+a;4 

m~il~lion for E(.oncmic Developen 

(high-voltage tansintssiol tinpc from the 
hydroelectric power plant at the Karaj Damn~ 

Kto the city o.f Tehra3n) 19599 60o 2,5010 

B PMaster Electrification Plans, AID Loan No.----------------------------­
265-H-ol6
 
(master electrification plans for six aA 
major load centers) e1963-65 g00 

Sub-total, Loans 3,14oo 

Total Previmis AID Financing 4,194 

IV. BOR-I 

18. The Borrower wvill be the Government of I-an acting thro6ugh the 
Plan Organization, an agency of the G]over'nment responsible directly to~ 
the Prime Mi.nister. The Plan Organization was established over fifteen 

Pl....anOrganization: icharged, iong othe things, with the responsibility 
forlon-.rngeeconcx~dc plann n sthe form~alreesnaieoth

:Loani~iiit 1(o0s governments. 

19. The jmlrin!.-aecwllbe the Ministry of Water. and Power. 
The chief of the Ministryls P.:wer Division has been designat as the 
Project Manager. It is contemplated that arrangements will be made be-­
tween the Plan Organi-at:ion and the Ministry whereby the Ministry will 
'authorize paymients und'er the loan without furiither 'clearances by the Plan 
Organizatio-.n after the Loan Agreeirient, has been signed. Since the pro ject
will produce no revenues directly, and the Ministry of. Water and Power is 
not a revenue-earn-Ing enterprise, it is niot reeoimnended, that theGI re­
lend tie proceeds the proposed Loan to the Ministry. 7.of ...

20, Prioxv to the establishment of the Ministry in 964,the :elect'ric 
Vpower developmnent prtogzrani had been entrusted to the Iran Electric Authority, 

I~ 
AA 
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~ 2 BESTAVILBLE 

an, agency, created- byethe Parlis hent'ein 963t gUdethe'Linitl phases 
ofLtbe power~ industry development program; '-When thLe:Mini'stry7 was created 

C iw inp16e,dhe r o and regulatory 'unctins and respoiasibili iestYsm}eaJ d o gtional 
were, iita Uey divided between the Ministry and, the nAuthoity, ''The latter 
wastabolised in 965 and the Parlament assignede a ofptsiunctins ad 
responsibilities~ to the Power~ Divis~ic f the Ministry.J Thie Power.Dvso 
w-111 at vel primary athorty anad respnsibilft with respet to the -pr-

I2.posed project.2 2 2 -&2 2 2-

EngineerHamid Enrgineera oS. Ministry , Salehi. hi As an Electrical Engineer 

hshad 25 years of increasingly :respons:Lble experience' in engineeringadadministrati".e matters.i Graduate of' Honorsarayeh Ae'The 'i,tal.6ntTeranthat (1941),-hie willnsdirect comes largelyborn in 1921, and 

<! :•:: 
of 
economic 
'r'om21.th!:engineers,old 

employees, 
Iran Electrification 

and 23 others, 
4adritinistrative,Au 

fo
thority. 

a total of 99. 
financial, and 

'A' 

'-'~
I.4 technicians, legalLate in 1964, this consisted 

.- inor21. to a.aePoetesnt th aded r anilberASocrary:; f thned~y-:-.: i!s by It is the opinion
of the Mission and the Loan Ci cmittee that the' Power Division, under the 2 

S capable irection of Engineer Salehiosesses, the interet, capability and 
influene to aee ftull and effective ise of' the assistance to be providedby this project. This 'interest has already-been shown in the progress of 2
the Cisler Suirvey. Engirieer Salehl and his depuities are participating 
actively and good rapport has ben established with the Ciyer group. 

22. The Ministry and its predecessor, the 2Iran Electric Authority,
ignored to a large extent the advice of Gie rt Associates, financed by 
AID Loan No. 265-Hi-016, Master Electrification Plans, anid of Stone & 
Webster Services Corp., financed by a World Batk grant. Mr. Vieregg,
NESA/ENG , discussed this probleOf with respresentatives of the Plan 
Organizatlon and the Min; try duiriig hi visit to Tehrean in February 1966. 
17he GO reresentatives said that thf advi e povidedby Gilbert and Stone
& Webster was -premature in that neither the Aufthority nor the Ministry 

#2was ready to accept it at the time -it was offered. They assured Mr. 
V: eregg that the situation had changed and that. the Ministry is now fully 
aware of' its shortcomnings anidenf the need for planning and management
assistante. ALT) will make careful. annual. reviews of progre-ss Under the 

22' 2 Electr~c Power Energy Suirvey being financed by Development Grant funds
and t~he project~ to be financed by the proposed loan and will terminate 2 ­
its financing c.C either or both of these projects if in its 'judgemnent the 
G9I is'not taking proper advantage of' this assistance. An especially,", 
thorough review of the GOI 's -utilization of' this assistance will be made 2 

just prior to the scheduiled termination of the AID 'program in Irani in'' 

'Z22 



V.DETAILED PROEC-DSCRIPTION.. 

23. >The project will, -consist of assistance to the GOI in. the f'6±'m of 
management, operations and traixing services, feasibility studies, and 
training equipment and materials needed for the development and execu­
tion of' the GO01Is prcgram for etectric -utitymnget o e cu-bns 
training and expansion. M e 001 ccarrying out an electric utility'e
planning progia , based on he plalning assistance previously provided by'' 
foreign consultants, the assistane now being p rzo ruidedbb the Cisler 
group, and its owriplanning efforts. The project will be an implemientat -* 

ion~pr,,,grami dire(,,ted to bringing about the; efficienit and. ordrydvlp 
. ent of modern electric utility syste i n Iran based upon th-e 'planin
effor'ts accomplished to date, tho7 I now in progress, and those that can< 
be foreseen over the' next severa. years. 

24.. The assistance wIll be provided over a five-year period beginning 
in 1966 and ending in 1971. Snme of the assistance which will be needed 
can be readily formulated in detail now. Additional a _sista:iwill be 
formtilated during the next two years as mnanagementdeficiencies become 
apparent and as plans are prepared for the further development of the 
power sector under the Fourth Five Year Plan (1968-7) The G01'will 
prepare these plans wi~th the assistance of the Cisler gr'oup. 

-

25. The principal com)rponents, of thle projte=ct and their 'estimated dollar 
costs are as follows: 

($000) 

ii Power in the organization, staffXing and 
~~~initial operations of its PowiDvso 

anid the trai11ning of its employ'rees for the 
siljcessnil :regu.Lat:.c7n and controol of the 
Rlegional. Utility Coulpanies which are being 
established to serve the principal looji 

l 

- .centers in Iran. (20 mqan years) 8oo 

b). Assistance to the Ministry of Water and 
Power in formnulating general policies, -rules, 
regulations, standards and codes, a uniform 
system of accouints, and reporting procedures 

. to~assure operation of the Regional Utility)~..
Companies i.n the best~linterests of the people 

. 

J 

7-­
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Ssystems. 


:c'-?Assitance bt,.ta
 

feasibiityst dis resulting .rm. he . i2. ,
 

,p anniing whichhsbe done and the 1~ 
plaining now being done by consultants 
and the Ministry, including studies 
indicated by he Cisler Survey, and (b) . . 
arranging for the~ie stud-ies. (40 man year~s) 1, 400 

d. Assistance to the Ministry of' Water and
 
Power in formulating and carryingomit
 
training programs for Iranians in the
 
day-to-day operations and maintenance
 
of the components of' electric utility 

(1.0 	 man ears) 350 
e. Training equipment and maa r als 	 250 

f. 	 Assistance to the Regioeral Utility Companies

in organization, personnel. policies and pro­
ceding, accounting, material. handlting de­
tailed specifications, cost estimating, bid 
evaluation, consumer and. puiblic relations, 
bgdgeting and fiscal control, co!irouication 
systems, load dispatching, safety practices, 
and establishing detailed. training programs 
for all aspects of their operations. (70 
man years) , 22450 

Total. 1(0 man years 	 6,500 

26. Most of the assisance will 'be
obtained through the use of U S
 
experts who will work with Iranian -couinterparts in the Ministry and in the .i4-

Regional Utility,o.ntrCopanies. The experts will assist their Iranian 
parts, but most of the work will be ac compli shed by the Iran .ans. The 
experts assigned to the regional Utiities will be rotated among the 
Utilities according to need. The experts assigned to the Ministry will
 
generally remain there for the durati.1on of the project.-i 

27. The services of the U. -S.experts will be rovided under the: 
terms of a contract between the Ministry-and a firm of U. S.' consiilting4 
engineers. The scope of iewr of the propoedcnrtisstfoh
 
in Annex 1I. Additional dservices will be added1 as required. These are
 



--

NE 

Vi
 
-odeaudes]16 manr theprepr ationto 

~si tandards .for, transmission and distiribut'on stems four to five 
S an-year suod-iIe eparation- - rat e -schee le evelop end- instala 
tion of modern acounting systems; plus Computer and cadula bo 
studies to determine the nost economic design criteria.Thes ervices 
and studies should not berincludnd in the'contract at the butst: eause 
the need for them, althouigh foreseen now, will become more ~clea rly ideni 

fi,.le as the wrk progresses. 

28. In the cas.e of' the feasibility study c'omponent, a somewhat differ--
ent approach will he takee, The experts will assist in determining whichfeasibility studiesare needed and will hl in preparing scope of
servic,-s and in selecting the organization to make the studies. Inlitiall1y, 
a U. S. consulting engineering firm, other than the Genreral Consultant 

-~­

providing the management, operations aind training services, will be respon-, 
1"sible 	 for making studies, but as Iranians gain experienced-it is expected

that they*will progressively undertake more d-Ifficit stuadies on thei 
own. The studies a:,e extec o encompass, (1) the-size, location, and 
timing of transmission construction; (2) the size, location, and timing 
of' generation platit ln, tallation; (3) interconnections between Regional. 
Utilities; (11) the expansion of distrl[buton facilities, and (5) the need 
for 	communications, control and load dispatching systems. 

29. In the case of the training component, the U. S experts will 
provide on-the-job training in the Ministry and the Regional Utility 
Comphies. In addition the Ministry will establish a separate vocational.:i 
training school ,for Iranians, The U. S. experts will help develop tbe 

, training requirements, advise on staffing, and recommend the needed 
equipment. The Ministry will furnish the headquarters, staff the, school, 
and equip it according to accepted recommendations. A portion of the 
proposed Loan will be uised to pUirchase the equipment. The balance of 
the costs including those needed to provide buildings will be borne by 
the Ministry. The specif-ic amount and kinds of training equipment will 
be suggested by the U. 8, experts. The training aids which will be 
financed under the loan will consist of tools work equipment, and commu. 
nication and .:ontrol equipment. 

30. 	 The above components were selected after detailed review byh the
 
,
Ministry the Mission, and AID/W officials to provide the ty.pe of- assis­

tance needed to make effective use of the work accomplished under'AID
 

I -Loan No. 265-11-016, Master Electrification Plans, the Frencgrantfor 
of a regulato-.ry agency, the planning efforts of the Ministr'y to date' .­
and the expec'ted results of the Cisler Survey. It was recognized.~that­

7A­

1 
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1RI tili11-_es i i; m 
~~ 	the Ministry and the Utiliies-.eed expertgudn' >&pementing the 

Regiona. Utility program in practicn Uy all fields. The fields of, 
:.. isft hes needs.d-t"...." 	 ned To
 

31. The lack of expertise in the MiniStriind the ,t 
is principally accounted for by aniL e rice. By U. S.:.standards 
there axe few operating u1tiliti-es 1.nti-d c6untry which are effectively' 
and economically operated and mtagen Most systems are small isolated, 
and aimed to serveocnly immediate needs. The concept of utility responsi 
bility is only now getting a start in Iran. It is enceouraging that the 
Ministry accept this concept and recognizesthe need for outside help in
 
directing it.
 

32, The purpose of the fpeasibility studies is to up-date, enlarge 
upon; and bring into focus the planning efforts of the Iranians and their 
consultants. The more important recent studies are those of the Gilbert 
team for six loadl centers which was financed by AID Loan No. 26i5H-,O L 
the Sofrelec studies for four additional load centeas financed bya French 

S'i fgrant, 	 .
the electric power component of the uzestan Development Project,

and the plans ieing oy
prepared the Minbstry fot r 25 load centers; pls the 
planning expected to result from the Ci.ler Survey. The additional feasi-­
bility stdies will give detailed gaidance to the Ministry in enlarging A 
the Regional Utilities in a practical manner and will assist in securing 

financing from, outside snirces.
 

33. Most of the training provided by the experts will be on-the­
job training at higher management levels in the Ministry and the Regional 
Utilities. In order to provide a cadre of trainedtechnicians to pe­
fom the 'more detailed operating and maintenance functions of the Regional 
Utilities Companies, the Ministry plans to establish a vocational school 
to deve.lop the necessary electrical and mechanical skills. This element
 

of the project is needed to assure safe and econmical operations of theelectric poiweir facilities. 

314. The expertise needed for the project will require the type of 
man who has held responsible positions in the electric utility industry 
in the United States. Most of' the men employed. under the contract for 
management, operations and training services will have been brought -up 
in the private sectcr and their influence will serve as an inducement
 

-
, to the GOI to permit private investment participation in th Regional 
Utility companies. The GO! is in the formative stages of deciding the 
kinds of ownership most likely to fit its needs and this exposure should 
help it direct its thoughts to permitting private participation as it 

- - - -may become available. A draft copy of the proposed "Iran Elec6tr~iciaty
 
Bill" was made available to the Mission and AID/W in February 1966.~
 

y~f .~-0 



V' Although it has notyetiee ns:(.9 t rhi e:
for it ma1es pro
Nisineforgovernment,oencal d rte 0 gnixecige of the 
'echnal stisity I munii pers r uh 

A. Economic Justif"ication:1ad: ' cettebs, nd palss (ap.itoizmved1 pro-]{n):fd.m
 

.,;35. The Third Five-Year Plan (,1.'62-68) provides for a GCi investmen~t 
of 21 billionhrals (approximately $280 mllion) the powe r . Ofin sector 
this a $ million had ben paid o asnt of December 31, 1965 On theTient r42 

basis of the general planning osntlined in the Third Plan, 17 billion rials < 
(approximately $227 million) is earmarked for investments in the major
load centers, 2.5 billion rials (approximatelytt $33 million) for medium 
load centers, and 1 billion rials (approximately $13 million) for small
load centers. The remairin.,500 million rials (approximately $7 million)
is intended for the local currency and foreign exchange costs of planning,
technical assistance and feasibility and cther studies such as those al­
ready completed by Gilbert, Sot'relec-Atras and Stone &Webster. The ex-> 
penditures are intended to provide an additional 794,000 KW of generating
capacity. Tne anticipated energy sc)iurce. for this Increase in power gener­
ation is 14 hydraulic, 302.diesel and 56% steam. 8 

36. The natiire of' the current situation regarding electric tower 
generation in Iran is indicated by the fcllowing surmary estimates:
 

* Estimate of Electric Power Situation in Iran During 1962-63 

Installed Capacity Power Generated 
Category of Generation in Thousands of' KW in Millions of KWH 

Thermal &Diesel IUtlilities" 320 780
Hydro Power L/ 230 180 
Oil Se--ctor .1.30 600

Industrial Sector .15 1,400Other 
 .15 30Total 2/ 1,'-1O 2,990 < . 

i/ Potential generating capacity of ccmpleted dams totals about 735 
thousand KW. 

2/ As of 1965, these totals probably exceed 1,200 thousand KW and 
3,600 million KWH. 



In terms fthIe number of establishments engaeged 'in the generation of> 
. 4>,<;? tA": ;v. ; ~ . .Y ":.' A* ~V : i : , K i .. 

.electricj power, an estimate as of 1962 63 shows th 67f61low~ng: ~~~. 

in the generation of electric power: 

Munic pal Plants 134 
Other Public Plants 21 

~,Private Plants 205 3 O~ 
i i 0 / . owe. ...fo isaer to-ohe sta .].ishmentsande o esUidet.<Bf¢.€ rc %: !lii 

Sub- total tyo-

Number of industrial establishments al/ 
184
generating electric power: 


2,202Grand Total. 


but sinknown number of industrial establishments generate.)F A substantial 

ommercial
power for sale to other estab.liments and to residential and 

is.
f37. The rudimentary natre of the electric power system of Iran C, 

total of 160
evident from data which show that for 25 small cities a 

a capacity ofgenerating units are utilized to provide tota1 installed 

only 7(0,000l KW. For .Tehran, 20 units axe required to attain a generating 
capacity of' 17(0,000.XW. A corollary fInding is a limited transmission K 

system. Only 628 KM4 of insare available throughout Iran. Of this total, 
only 159 KMv is of 220 KV and this line r-uns from the Pahlavi Dam to Ahwaz. 

For plants engaged excl-usively- in power generation, some 80% goes for resi­
dential consinmption remulting in a load factor of about 40%, with loss of 
inpiit ainonting to over 2001 for cities other than Tehran. For over 4o% 

of the customers, the pr~ice per K~His in excess of 4 rials ($.053) p 

38. With regard to new generating capacity already purchased or 
firmly under procurement, larger units show as follows: 

V.,,, . 



BEST' AALABLECOP.''"-, 

Number of Tosnsof 1Tot-'KWi 
Unit KWeach ThousndsTehran, oil 3 b2,500 247-,00Q 

Tehran, gas turbine22,500 
­

25000
Tabriz 2 612,5006b
Esfhan. ..... :775 .6ooU

Shiraz 1 8,000 8.o ' .Meshed 2 12,500 25,000,
Sefii. Dd Dam 3 17,,500 52,500
PahiavI Dam 
 1 65,000 65,000,
Latian Dam 
 3. 22,500 22,500,
 

750500 17 . p ",75 
Total .17 532,500 

At the same time, bLds have been invited for 68 generating units for 30small and medium-sized cities as foillows , 

No. of Units Total KW 

1,200 KW 8 9,600 

2,000 KW 
 6ha 12,0
 

Titi68 101,850
 

39, It onty the threshold of a structural
change in its power sector. Not only w, the current consumption of

Z ele.ctric power rapidly Inrease from the present level of about 160
KWH per capita, but in addition, large, low-unit cost plants, together
with high voltage transmission lines, will lead to area-wide integrated 
power grid systems. CertaiLn dislocations will be imposed on present
generating facilities of' both private withthe puiblic and sector,
small units reserved for stand-by power or relocated 

many 
to outlying areas.

With a rapidly expanding ptablic power system, investment in private
sector industry will be induced because of reduced investment require­
ments for related power. 

L ,
 . ,;f ;,:; ! :: i :
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i 4. T! e s mntes deeopitian, s power sectori Poter shud othe all-encompassis I~nte EPinCNtresentyt are reflected'd 
undergoing final, rev~isions prior tb tishep1:n or 
enact ent into law. The role of 'the Ministry of Water and Powerto­control and regulate the electric power sector wilb ralyicesd


-+t w te t t esIn--addi es ort ava' bltTiinsuringbtheh 

of- electric ponwssr csai
nsistent with the reakiieingents of aclred eoncern

growth. Ultimately, all generating, trarsmission or distributio' fcilities

in Iran w.ill he under srvei1aoidce and s Object tr. regulatsins the Min stry
of Water arid Power. nr 

4l. Investm ent in management assistance to the Mnistry of Water 
and Power shuLd be considered i this context.
enSince the Ministry
was established in 1965, i:sstl nhepossfbcomiiig acquain­
ted with its existing responsibilities. 
 The p obles of' data collection,

analysis, staffing, coordination and policy making are of' pressing concern.''
 

,;,~: ~~tefudto~ ~ ~ oteao~~ ~I :ist s: i, nd thpeentateso ofthbem e enia :;;!42. The project will proyide the kind of' technical assistance which
 
the Ministry of Water and Power and the Regional Electri 
Co.pnies need
* 
in order to carry ouit a Fpnind electric uitility and institiiti-onal dF.velop­
ment prograi,, based nn planning being provided separately. It will lay
the foundation for the adopton arid implementation of the most economical
operation and management of electricthe utility industry in Iran. Theproject is'expected to accompli.sh the f'ollowing major objectives. ~ 

a. Provide a more riderly and economical expansion of' theutility industry to prevent premature investment and early obsolescence. 

b. Provide for the orderly and effici'ent regulation, control,
management, and o:perations of' the ittility industry. 

c. 
Assist in the training of top management and technicians.
 

43. The issue of balance between invest ment in plant and investment
in management is germane to the consideratilon of the project. A conser­
vative estimate of the total investment in I&n's electric utility systems
by the end of 1975 is $2 bil.ion. This $10 million project (inludin
both foreign exchange and local currency c6sts) wouldrepresent 'oniy
of .1%of the tota. investment and is a relatively modest price to pay
for the badly needed institutional development whichit will help to 
bring about. The project is premised on the assumption that, at this 
stage of Iran's overall economic development, investment in management 
is capital-saving and will yield a high rate of'return. 

.....---­
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44r'oug A r ,homtheei need for the kind Foassis 
itance to be financed by the propostd loan and thae e'c'hntr etin ich 

Stthis' assistance' will make to the O"''derlydelomnf h'-oIiusr 

'a n eth-suog no indication that it is preacred 
Sto use its own resources for this purpose or thatitit could ottn financing, 

for theproject from other fiee-iorld sources on reasonable tirms.,Se alo 

paragraph 52 below 
B-mat-on-nited St~tesEcofbmY­

-~.loan 

a0d of eteecnom a:p an~ wolew thererai ~dloet oisinfaheio f •einty 
45. All services and equipment fnaned -under the proposed loan willy 

be procured from the ..uited States. No Iranian exports or competition 
with United States firms are involved. ,ince all of the proce.ds o..the 

is to be spent in the United States, the effect upon the$6.S. economy 
will be favorable. It is expected, moreover, that as a result of, !the acti­
vities to e financed by the proposed loan 'areasonable share of the large 

GOI investment planned for new generation and transmission facilities will 
be spent in thecU, S. Alrthough it is not possible to predictFwith accuracy 
when purchases in the U. S. of new facilities will take place, it is antici­

pated that the larger facilities in respect to which U1.S. firms are com­

"""i 

petitive will be neeaed during the Fourth Five Year Plan 
In short, the loan will have a favorable impacton the U. 
helping to develop a, substantial market for capital goods 

inin ind968. 
S. economy by ,
of U1.S. origiri. 

C. Repayment Prospects 

4+6. At the beginning of L965 Irans medium and long-term debt, in­
cluding amounts committed but undisbursed, amounted to about $627 million, 
with debt service charges for interest and amortization totalling' $70 

S million for that year. These debt service charges represent less than 
*10% of foreign exchange receipts for 1965. Iran's debt-servicing capacity 
allows for new foreign exchange borrowings a~t a minimum level of $100 
million per year for the next several years. in view of Iran's large and 
growing oil revenues and the favorable ratio of debt service charges to 
foreign exchange earnings, the prospects for repaynent of the proposed loan 
are good. 

D. *Effect of Loan on Private Enterprise 

* 47. N'one of the proceeds of' the loan will go directly to private 
Senterprise or to intermediate credit institutions or to.'other borrowers 
for use by private enterprise. The entize aonoftelan, $61- mill ion' 
will be used to finance imports from private sources in the United States. 
The loan will assist private enterprise in !ran by contributing to the 
'orderly development of a well managed and operated electric power industry 

A 

1;1.' 

which will provide an ample and dependable supply of energy at reasonable 
prices for private agricultural, commercial, industrial and domestic use. 

'"'M 



II MLEMENTATIO LA 

SThe GOI recognizes the 'urgent need for management assac 
in the power sector and is anxious to get started. During 1965' the 
Ministry of'Water and Power discussed the proposed contract~for :anage­

operations and training services with three U. S. consult).ng _engineez><
___ment, 


ing compan es Is0 arA d-11 

ing C~o. YBASO made no proposal beoase of its other commitments 'and 
Stone & Webster withdrew its offer because it wa'' not willing iegoti­
ate with the Ministry regarding the contract price. Thereafter, beginning~ 
early in 1966, the Minis~try undertook negotiations with Harza which have
 
resulted in a draft contract satisfactory to both parties. AID reviewed
 
the draft contract and recommended some changes. Certain a-dditional modi
 

fications will be required to!meet AID requirements.. With these changes
 
to AID. The contractand modifications, the contract w1.1 be satisf'actory 

m.ay be executed prior to author:ization of the proposed loan. In that 

event the eligibility date for rei.bursement of dollar expenditures made 

by the GOI under the terms of the contract wcoId be the date of execu. . 

tion of a contract satisfactory to AID 

49 , The proposed Harza contract represents the initiaL step in 
The scope of work of,obtaining tqie services required for the project, 


the Harza contract was selected to provide immediately these most needed
 
services whichthe Ministry can absorb at this time. The Harza contract 

calls for two teams, one of eight members to be assigned to the Ministry 

and, the other 13 members to be rotated amiong the Regional Utility Companies 

as needed. The contract calls for approximately 90 man years of effort 

over an estimated five-year period.. The costs of the Harza contract are 

estimated at $3,650,000 in foreign exchange and $2,550,000 equivalent in 

local currency ma i6g a total cost of $6,200,000. 

added by amendment to50. Addiional services as required will. be 

the Harza contract, and the feasibility studies will be made ,undesepa­

rate contracts with other U. S. consultants. Harza is precluded by the' -' 

terms of the draft contract from making the f.easibility studies--its 

efforts will be confined to assisting in the (a)selection of the studies
 
to be made, (b) drafting the scope of services, and (c) selecting the
 

U. S. consultant to make the studies.
 

51. The additional services to be provided under the Harza contract
 

and the feasibility studies to be made by other U. S. consulting firms
 

must be identified and mutually agreed to by the GOI and AID and the AID
 

loan funds provided for this purpose must be committed by amendment to
 
or execution of new contracts with other consultantsthe Harza contract 

-T-
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these'.service\.j4an tde wihrmis 63,16 
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thef ~J cnra30, 
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-ucomiteoonJ 
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w l be 'p. ....seleted o prndsovide d foy~r'ice 
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: 5 3A Ds exrcs'ee fts repoiiltes fortheiird€hr~ ] a pproa... .of... 

b! 'e-, insr 6d-b -­ h--roend n oani anDisbrsments or aditi,Conralt~~s 

thserfeorace an. tGOistudieswi trnainin uerite s,owin el aed 

co:lI be prmte 1e-oicted. K4L7d,u,53.mscontiracsmn n eronne saacnta rptvieo pctedt 

bei in FY ......and e.nd in .. ..1971 Dibu smet for ..it. 

tperoned the98-1 The~ stiatedn sc heue servies illunccotr 

b oLettersof Commient nioo disbursements under tseV loan istshown 

ol oeow.:i be .ex.ected.,: 

Letters of 
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CAPITAL ASSISTAN'CE PAPER 

-~IRAN<" MANAGEME-NTAI'JI OTHER ASSISTANCE FOR ' 

DEVEL~OPMNT OF THE EL1ECTRIC ,POWER >. j ' 

INDUSTRY 

CHECK~ LIST OF STATUTOEY. CRITERIA '4 

1. 	 FAA Se . 102. ?renution ntiu atIuve e:en or arei being teaken to asslre'c 
xesthat 1 roana proceredsrt i riW 1fhourmt ro'1 emergency pW tS 

(suich a;1., udgetriry, balance of paymnts, or mi litary purposes) or any 
.other tnot ne to ccr..atrys long-ranges;sent--Sl the 	 e eronom1i 

deve .m,nt. -- Th 'Loven proceeds ibe 'usd only for theproposed 
project P Appiopriate rrovision wil.l be- made in the loan agreement to' ~4 
this end. 

2. 	 FAA Soc. .102. Inf'orration on measures taken to utiLize 'U. S. Government
 
excess personal. property In 14 eu- of procln2,ement of new itemns .' -.- Although
 
it is believed that no U. S. 'venntexcess personal property w.il
 
be appropriate for this project, the,, usual. provision prcviding for
 

saewill be, included in. t oan agrreemtent. 

the 	country permits or fails to3. 	 FAA Sec. 1.02. Information whether 

take adequ.ate measres to prevent the damage or destruction by mob
 

action of U. S. property. -- There lave been no recent instances of 

dam.age or destruction by mob action of U. S. property in Iran and' 

there :.s no reason to believe that the Government would not take.......
 

adequate measures to prevent same. 

4. FAA Sec. 201 (b). Manner in whi1.ch loan w-ill promote country s economic 

S' ... development, emphasizing help for long-range plans and programs designed j 

ho develop econom(imc r esc-,arcetz and increase productive capacities.
 

Covered in Sectiinn V! A.
 

and 	 conclusion on availability of 
FAA Sec. 201 ( 0)(l.. Information 

financing from other free-world sources,, including private sources :X 

within the United 5tates. --- It is believed that financing on the 

terms proposed. for the services of. the Aa.-rican .onsultants, and other 

pro ject .i.teins to be .prcured in the:Unite d Statc ':,-.s not available 

trom otter free-wor.ld sour('es Jinc luding private sources within the 
.

United States. EXM: cLe-arance for this loan has been obtained 

6. 	 FAA Sec. 20. (b) (2. Information and conclusion on activity"s,, economic 

and technical soundnesi--,, including the capacity' of the recipient country'""
 
to repay the loa-n at a reasonable rate of interest'. h-' Covered in
 

Sec'tions IV, V, and V! A and C.
 

7:77 77,' 
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7.FAA Se.21 () nomto and coilsion oni existence of reason­ablepromise activity will/c development of ecoomic 
resources
or'increase of--roductive capacities. 
_ Covered inS ti
 

i8. FAASec. 201 (b) (4). Information and conclusion on activity's relation­shipVi toA other developmLstan ent activities fa ecil V an
bits contribut into lizablelong-range objectives. --Cov~ered ?.n Sections HI, 

re 
V and VI A.
 

• (b-F(5. . I ntrys s oIf-nhelp measures-.na iprstitij.ion
of Foreign Assistance Act investment!I, IV, and V. guaranty programs. -- Covered in SectionsAn agreement with respect to investment guaranty programs,is in effect In Iran.-'. 

10. FAA Sec. 201 (b) 6 Information and conclusion on possible effects on
U.S. econtomy, withspecial reference to areas of substantial labor surplus.3 Covered in SectIonf1 B. No Information is available concerning the
effect theloan might have on areas ofsubstantial labor surplus in theS.
 u. 


11. FAA Sec. 201 (b). Inforataticn and conclusion on reasonable prospects
of repayment. -- t Covere. In Section VI C.
 

12. FAA Sec. 201 (d). Informat-;o and conclusion legalityon (under laws'of the cotntry and the U. S.) and reasonableness of lending and relendingterms. - - The proposed lending terms wouild be in cofrmt with the­laws of the United States and !ran. 

13. FAkSec. 201 (e). Information andJ conclusion on availability of anlapplication together with sufficient information and assurances to 
0yet nds will be used in anicndicate fuony economically andtechnica.LlIsound 
 manner. -- Covered in Sections II, IV, V and VI A.
An application was submitted for this loain initially in November,, 965 

indicte reationsbhip btwetwith heuliaeojoiedetailed in.... and later s ipplemented more information March,ftepoet 1966.
 
14'. FAA Sec. 201(f). 
 If a project, information and conclusion whether itill p1romote the-- economic developmi-ent of the requesting country, takinginto account the country's human and material resource requirements.and. the relationship between thle ultimate objectives of the projectand the country's overall economic development. -- Covered in Sections

II, V and V! A.
 

15. FAASec. 201 (f). If a project, information and conclusion whetheri~t 
specifically provides for appropriate participation byr'private

enterprise., -- Al
services and; trainingeiiretfo rvt nepiei Uth ited sStates. 

7, 
• ,-;::. ."7' !. . i fi; .: 7 1. 7', '. 
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FAA S a) tTotal.,,,io of money under loan wh ich i goi g' 
-ienctlytoprivatee~~~~~F~~~b rpris,'isgoing.to itermedite creditpr~,'dievbroerT~ateenterprisei 

wise b6eing used to finance 
..ro...priven sources,_ powi-the 

procurements from private so-urces. J 

Covered in SectionVI D. 

17. DIAA Sec, 601 (a). Inf'ormation 
courage efforts of the c.-, ntiy 

an,- conclusions whethere loan will en~ -

to :I a) inczeas'e the flow of inter- -­

w. 
'- . 

national trade; (b) foster private initiative andcompetitlion, (c 
encourage development and 'use of cooperatives, credit uncaions, and 
savings and. loan associations; (d) discourage-monopoistic practices, 

(e) improve technical efficiency of' industry, agrc-ulture, and 
commerce; (f) strengtheni free labor unions. -- (a) The flow of 
international t2,ade will be encoiraged by the transfer of American 
know-how and equipment to Iran; (b) private initiative and competition 
will be- stimulated in Iran since development of.sthe power sector will 
form the needed base for private industrial, commercial and agricultural 
activities; (c) the loan would have no known effect on the development 
and Fse of cooperatives, credit unions, and savings and Loan: associations; 
(d) with respect to the po-wer industry itself, the loan will pr'obably. 

'1 

encourage Government mo.nopoly but indirectly should discourage mono,-''' 
Spolistic practices since private investment in the industrial, commer­

cial. and agrinultrath sectors of the economy will be encouraged by 
the development of the power base envisaged in this..ioan; (e) the 4 

.technical efficiency of industry, agriculture and comimerce should 
ultim~ately be improved immienselyI,,since the availability of reliable 
electric power will enable the doption of modern practices where 
such is not posbea rsn;(f) the loan would have no know 

effect on the str-engthening of free labor.iunions. 

18. FAA Sec..0l(b. Information and1 conclusion on how the loan will 
encourage U. IS. private trade -and iiivestmient abroad, and how it will 
encouirage private U. S. particilpaion in foreign assista ce programs V 
(including use of private trade,'cAannels and the servicE sof U. S. 

;nat~osiberest ......nt;private enterprise), -- All of the services and equipment finafced 
4' ' - - under the loan will1 be procuired through private trade -channels from 

private enterprise in the United States. - , '­

19. FAA Sec*. 601 (d). Conclusion and. supporting information on compli-B 
ance with the Congressional policy that engineering- and professional'9 
services of U. S. firms and their affiliates are-to be -u'sed -iniicon­

-nection with capitaljprojects to the maximumh extentt'consistentwith 
the national interest. -'- The, engineering and professionial serices 74 

'~ I-to be financed under the loan will be, flirnished by U. S. firmis.~ 

F 1) ,A, 
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20. FAA Sec. 60' Iforma"ion and con iStisions whether, loan~willpermit
American smalbusiness topriiaee'' a in the&A isiip 
Of goods anderics financed by it..' Appropriate prvi'sion wil 
be 1 'dnude&centhe iait , for h sati .onc 

}-1mrisc o it lroe ti to U. S ng the;training ei ' tobefinanced outof the loan. Thdepyofessioal services of Amerian
consulting firms have been and will be obtained in accordance with 
A.I.D. requirements , 

21. FAA Sec. 604 (a); App. Sec. 108. CpJ ance with restriction of 
commodity procurement to U. S. except as otherwise determined by 
the President andisubject to statutcry reporting requiurements. -. 

All of the services an e fiimnttnanced ouit of the loan
 
will 	be procured in the United States. 

a
22. 	 FAA Sec. 60o4 (b). Compli nce with bulk commodity procurement res­
triction to prices no higher than the market price prevailingin
the U. S. a~t time of purchase. -- Appropriate provision wl'~n 
cluded in the loan agreement with respect to this restrict~on. 

23. FAA-Sec. 604 (d). Coniliance with requirement that marine insurance
 
be purchaser3 on commodities if the participating country discriinates,
and that insurance be placed in the U. S. -- An appropriate provision 
will be included in the loan agreement with respect to this require­
ment. 

24. 	 FAA Sec. 611 (a) (1). Information and conclusion on availability
of engineering, financial, and other plans necessary to carry out 
the assistance and of a reasonably firm estimate of the cost of 
the assistance to the United States. C-
Covered in Sections II,
 
V, VI A and VII.
 

25. 	 FAA Sec. 6L1 (a)L(21. Necessary legislative action required within 
recipient country and basis for reasonable anticipation such action 
will be completed in time to permit orderly accomplishment of pur­
poses of loan. -- No specific legislative action within Iran is 
believed necessary for accomplishment of the purposes of this loa. 
However, the Government agencies involved have drafted and are re­
vising legislation that will provide the legal framework within
 
which development of the power industry will take place.
 

26 	 FAA Sec. 611 (b); App. Sec.. 101. If water or water-related land 
resource construction project or program, information and con-,-

,:clusion on a benefit-cost computation. 
­

- Not applicable.
 

I ! I '" 
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27.. FAA Seic. 61i (c). Couplanew'hrquieetta otat' 
i constructionie let on competitive basis to maximum extent practi­
cable.,f--, Nbt applicable." 

_28 AS ec-;636- (hP)-ard -62-(b-Yt-propr iate- steps-that -have-be9en 
(taken 'to assure that, to the maximum extent possible the coU.ntry 
is contributing local currencies to meet the cost of contractual 
and other servtces and foreign ciurrencies owned by the U. S. are ''' 

utilized to meet the cost of contractual and other services. -7 
The Government of Iran will furnish all of' the local currencies 

, needed to meet the local costs of the proI 
large 'investment 'of' local currency has already been made by the 

N...Government in the power sector. See Sections V! A and VII. ": 

29. FAA Sec. 619. Compliance 4ith requirement that assistance to newly 
independent countries be furnished through multilateral organizations 
or plans to maximum extent appropriate. Not spplicable. 

. !' " 30. FAA Sec. 620 (a); App.Sec. 107 (a). Compliance with prohibitions 

against assistance to Cuba and any countr (a) w'7ich furnishes . 
assistance to Cuba or failed to take appropriate steps by February 

* 14, 1964, to prevent ships or aircraft under its registry from 
carrying equipment, materials, or supplies from or to Cuba,; or 
(b) which sells, furnishes, or permits any ships under its registry 
from carrying items of primary strategic significance, or items 
of economic assistance. -- Iran is not in violation of either of 
these prohibitions. C, ' 

3. FAA Sec. 620 (b). If assistance to the government of a country, 
existence of determinationit is not controlled by the international 
Communist movement. -- Iran is not controlled by the international 
Communist movement. 

32. FAA sec. 620 (c). If assistance to the government of a country, 
existence of indebtedness to a U. S.' citizen for goods or servi6s 
furnished or ordered where such citizen has exhausted available 
le~ai remedies or where the debt is not denied or contested by such 
government or the indebtedness arises under an unconditional- guaranty 
of payment given by such government. -- No such indebtedness is 

known to exist. . 

33. FAA Sec. 620 (d). If assistance for any productive enterprisewhich 
will compete with U. S. enterprise, existence, of agreement':by the 
recipient country to prevent expor.t to the U. S. of 'more than 20% 
of the enterprise's annual production during the life of the loan. 

:' *' ­:: No competition with U. S. enterprise is contemplated . 

J'I 
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34..i 3-,FAA -Sec.'620le) 1 if assistance to the government of a country 
extent to which it (in l ding government agendie&~di subdivisions) 

-'has, 'after January 1, 1962, taken steps to repudiates or nullify 
~-v~ <~ contracts5 or taken any actioh dhich has the effect of,,nationalizingy, 

of U. S. citizens or entities beneficially ownedby them without 
taking appropriate steps to discharge its obligations.- -- There ,iS4 
one known case whic.h mnay.come %inder.the provisions of this statute. 
However, it is believed that the Government of Iran is presently 
taking appropriate steps to discharge its obligations. 

35. 	 FAA Sec. 620 (f); App. Sec, 109. Compliance with prohibitions against 
assistance to any Corwnunist country.,- Iran is hot a Comunist country. 

36. 	 FAA. Sec. 620 (g). Compliance with prohibition against use of assis­
tance to compensate owners for expropriated or nationalized property
 

Proceeds of the loan will be used only for the specific purposes
 
outlined in the Capital Assistance Paper. Appropriate provision
 

. will be included in the loan agreement to this end.
 

37. 	 FAA Sec. 620(h). Compliance with regulations and procedures adopted
 
to insure against use of assistance in a manner which, contrary to
 
the best interests of the U.S., promotes or assists the foreign aid
 
projects or activities of the Communist-bloc countries. Appropriate
 
provision will be included in the loan agreement to meet the require­
ments of this statute.
 

38. 	 FAA Sec. 620 (1). Existence of determination that the country is 
engaging in or preparing for aggressive military efforts. -- No 
determination has been made or is anticipated that Iran is engaging 
in or is preparing for aggressive miiftary efforts. 

39 .;.A Sec. 620 (k). If construction of productive enterprise where 
4
1aggregate vallue of assistance to be furnished by U. S. will exceed
 
,l00 million, identification of'statutory authority. -- Not applicable.
 

40. 	 FAA Se&': 620 (1). Compliance with prohibition against-assistance
 
after December 31, 1966, for the government of a country which fails'
 
to institute investment guaranty program. -- Not applicable.
 

41. 	 FAA Sec. 620 (n); App. Sec. 107 (b); App. Sec. ll'f. Compliance
 
with prohibitions against assistance to countries which traffic or
 
permit trafficking with North Vietnam --- Iran is not known-presently
 
to be in violation of these prohibitions.
 

M"''" 
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FAA Sec. 62(o.) 'If' countryhar agazistipods ay penalty or,
 
any U. Sers of
sanction against, p e. -'hingvesp ohccount its eshinlS
 

ativities in rsiormation bnithe'acons sidratidn "
internatJooonaltwatifc 

which has"en given,to excluding the country from.assistance.
 

App. sec. unnumbered). Use of' funds to carry out FAA Sec. 205, , 
which pertin,; to IDA.. -- Not opplichble. a b t . -

App. Sec. 102. 'Compliance with requirement that payments in excess
 
"zof'25,000i!' foro hi.edarchitecturaL and engineerng services- on
."areen any one 

project be reported to Congress. -- The requirements of this statute 
will be met through standanrd A sI.D.procedures.
 

App. Sec. 104. Compliance with bar against funds to pay pensions,
 
etc., for military personnel. - The proceeds of the loan will be 
used only for the specific purposes outlined in the Capital Assis­
tance Paper. Appropriate provision will be included in the loan
 
agreement to this end.
 

'aApp. Sec. 106. if countx~y attempts to cres-te distinctions because 
of' their race or religion among Aericans in granting personal or I 

ucommerciadl access or other rights otherwise available to U. S. 
citizens generall.y, application which w.ill be made in negotiations 
of contrary principles as expressed by Congress. -- Iran does not 
attempt to create distincti'ons because of their race or religion 
among Americans. 

. 

a 

App. Sec. 111. Compliance with existing requirements for security
clearance of pei-sonnel. - Appropriate provision will be included 
in the iimplementing documents for security clearance of personnel
in accerd9nice with existing reqirements. 

App. Sec. 112. "Compliance with requirement for approval of contrac­
tors and contract tenis for capital projects. -- Appropriate pro­
vision will be included in the loan agreement to meet the requirements
 
of this statute.
 

App. Sec. 114. Compliance with bar against use of funds to pay -A 
assessments, etc., of U.. N. mem~ber. -- Proceeds of the loan wil be 
used only for the specific purposes outlined. Appropriate pro- a 

vision wiLll be included in the loan agreement to this end. 
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l-.~,,<,At<(1 50 App Sec 115. Compliance with regulations on employment4 of U S 
'Ifand local personnel for funds obligated after April 30~4~6U<


(Regulation ~. IMot applicable, 

51. 	 App. Sec. 4Qi. Compliance with bar against use of funds for publicity W'~ 
or propaganda purroses withtn U. S. not heretofore authori~d byCongress. Proceeds of the loan w±ll be used only for the specific
 
purposes outlined, Appropriate provts±on will be included in the 
loan agreement to thts end. 14­
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.J...~. , OF WORK OF PROPOSED 	 OPERATIONS-. 	 ,.SCOPE THE CONTRACT FOR. MA AGE ENT . ANDU). <., 

.1. The work to be performed by the consultants has the objective of 
.. ig to the Ministry of Water and Power and to theRegionalu4
 

' Utility Companies~ teams of expierts to assist'in the setting,up of
 
the said Ccmpanies. particpate in the training of their staffs ad,
 
in the initial stages, actively participate through their Iranian
-----	 .
 
counterparts in the actual day-t-day coperations of each Company. It 
is anticipated that the services of the consultant will be required . . 

for a period of approximately five yearsd uring which time, the experts s! 

assigned to the project will assist the Ministry and the Regional Utility
 
Companies in:
 

." .Comp~......nie -n 	 ' ...
 

(a) Setting up a central organization within the Ministry to
 
give to each Regional Utility Company such management, 
technical, operational and accounting assistance of which 
it may be in need from time to time. M. 

(b) 	Organizing each Regional. Utility Company. 

(c) 	Formulating general policies and methods as to utility
 
operations so as to standardize, in so far as is possible, 
the procedures to he followed by all the Regional Companies.
 

(d) Instit-uting in all Regional Companies a -uniform system
 
of accounting, store keeping and purchasing,
 

(e) 	 'Preparing a code for job evaluation and required posi­
tinn qualifications.. 

(f) Preparing and, puLtting intc, effect methods for the selec­
tiot of personnel and the grading thereof. 

(g) 	 Preparing specifications and estimates of projects of a ­

secondary nature nect contemplated in the Master Electri­
fication plans. 

(hi) 	 Evaluating bids received on all purchases of' major equip­
ment and materials by the Regional Utility Companies. 

(i) 	 Formulating policies to be followed regarding public 
and customer relations. 

1Z 
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(j) 	 Preparing annual operating and'onstrctioAo inudgetsin
accordance with 'a uniform and approved standar'd., 

(k) 	 Evaluating the preent and future economic and physicAl 
needs, facilities and procedure for adequate comunica­
tion, including tele-p eteringaeto ertons.candccomp 


)ing1,64 fe r capacity and torpmsvide adequate
facilities for l'oad dispatching in order tr provide con­
tinuity of service required by the respect'"
n e needs of 
customers.
 

i sThe evaluation of customer needs shall also include voltage

control and frequency control. 

*(1) Developing a training program- for executives, accountants, 
power plant operators, line men, electricians and other
 
personnel in all phases of' management and operations.
 

(mn) 	 Developing safety practices and programs.
 

2. The consultant's team attached to the 
Ministry, in addition to

assisting in the Ministry's day-to-day duties will coordinate the work

of the teams attached to the Regional Companies and, 'whenever necessary,

will visit these to expedite and assist in particular phases of the work.
 
The consultant's staff will be under the general direction of the Project


SManager 
 who will also be the consultant's representative before the 
Ministry. Each team'attached to a Regional Company will be headed by a 
Chief under the general supervision of the"' Project Manager. 

3. The duties of the consultant's team as defined under Paragraph 1 
shall not be limited in scope but must be interpreted as liberally as 
the number and class of experts employed will permit. 

Particularly, it must he stressed that the element of instruction 
should enter into all phases of the consultant's work with the end in 
view that within the time allotted to the project, Iranian staff must betrained to take over from the consultant's experts as soon as is feasible. 
The scope and nature of the consultant's duties may be. reviewed annually 
or as found necessary by the Ministry and possible modifications agreed
 
upon provided that such modifications do not create a financial har'dshp 
 A
 
for the consultant.
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LOAN AUTHORIZATION 
Provided from Development Loan Funds 

Iran- Management and Oth' Assistance for ' 

Development of Electric Power Ind'ustry 

1-rsuant to the authority vested in the Ass'istant Administrator, 

Bureau for Near East and South Asia, of the Agency for International 

Development, (hereinafter called A.I.D.), by the Foreign Assistance Act 

of 1961, 'as amended, and the Delegations of Authority issued thereunder, 
I hereby authorize the establishment of a loan pursuant to Part I, Chapter 

II, Title I, The Development Loan Funds, to the Imperial Government of 

Iran, acting through the Plan Organization, of not to exceed six million 

five hundred thousand dollars ($6,500,000) to assist in financng the 
foreign exchange costs of the services required to establish and develop 

management, operations and training skills'needed in the development of 

the electric power industry in Xran, the provision of feasibility and 

other studies that will be needed as the development program progresses, 
and the provision of equipment needed for the training of Iranian per­

sonnel in the operation ant maintenance of moderngener.tior 'transriss±on " 

... and distribution facilities, this loan to be subject to the following 

terms and conditions: 

iL. interest Rate and Terms of Repayment 

4 Interest on the loan shall be three and one-half per cent 
(3.) per annum on the disbursed balance of the loan. The loan shall be 

repaid within twenty-five (25) years from the date of the first disburse­

ment thereuner, including a grace period of not to exceed five (5) 
years. 

2. Currency of Repayment 

* Provision shall be made for repayment of the loan and pay­
44ment of interest in United States Dollars. 

'77 



Other Terms and Conditions 

(a) Equipment, materials and services financed uner the 

lashlbeprocured from the United States. ~X 

(b) This loanshgll be subject t othe trms and 

-conditionsas--A.-I -D-.myef1a~~bC 

Assistant Administrator -J 
Bureau for Near East 

and South Asia. 

Date
 

b 
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PROJECT LOAN - 8IANDARD PROVISIONS ANNEX 

Section Number TitleP 

ARTICLE 100. COVENANTS CONCERNING FROCUREMENT 

SeCt4on 100.1. Procurement Source and Origin A-I 
A-2
Section 100.2. Price 

Section 100.3. Date of Procurement A-2
 
Section 100.4. Small Business Notification A-3
 
Section 100.5. Insurance on Goods in Trarsit A-3
 
Section 100.6. Discrimination in Marine Insurance A-3
 
Section 100.7. Employment of Contract Personnel A-4
 
Section 100.8. United Sta'es Government Owned
 

Property A-4
 

ARTICLE 101. COVENANTS AND WARRANTIES CONCERNING THE PROJECT 

Section 101.1. Executicn, Completion and Operation
 
of the Project A-5
 

Section 101.2. Utilization of Eligible Items A-5
 
Section 101.3. Information and Marking A-6
 
Section 101.-4. Notice of Material Developments A-6
 
Section 101.5. Books and Records 
 A-7
 
Section 101.6. Reports A-7
 
Section 101.7. Inspection A-7
 

ARTICLE 102. GENERAL COVENANTS
 

Section 102.1. Non-Taxation of Loan Agreement A-8
 
Section 102.2. Commissions, Fees and Other Payments A-8
 
Section 102.3. Renegotiation of Terms A-9
 

ARTICLE 103. REMaDIES OF A.I.D. 
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ST1ANDARD PROVISIONS kiT FX 

(NESA) 

.Apj.rj'LFE 100. Covenante. 

!­.... ,
44J.Splli:lcj .V0V ProcklrIneft Soirr oruOn ILn. Except as A. I.- ) 

moy c'therwJise agret. In wrIt~ng, R11 ElIgible Itlems, including trasportoationi 

'vi1 , and mal.ne in::urae, shi.Ll have bot;h thir source and origin in 

the Unt ted State-,. Transpcrtcatcn services oia l 'be deemed to have their 

slOurce ariq ovigin in the Urnlt, Sltates if procured from a United States 

flag carrier. Marine insurance shall be deemed to have its source and oriin 

,n the United Stales If 1sued In the United St,ates by a company au1thor1izd 

Allto do a marine insurance business in any state of the United States, 


other goods and services, exq'pt transportation services, obtained for, the < 

Project shall htve their RcTrce anrd origi in the Borrower Country or 

ccurt.Uie . .c . In Gode 899 of the A.I.D. Geographic Codle Book as in 

effect at the time su h goods or services are procured. All Eligible Itemo 

..
shall be transported the Borrower Country on carriers of the Borrowe.r 

Country or countries 'iricluded in the said Code 899, as in effect at. the 

A.I.D. may issue b£nding interpretatioS'
time such transportation is procured. 


of this Sectlion 100.1. f:'tMe totm. 

NESA Std. Prov., Annex May 12, 1966
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SECTION 100.2 Pr ce. All Eligible Item:o sitll I,( 1fw'oclred on a 

:air competitive basis. No more than reasonable prices shall be pald for 

any Eligible Item. Reasonable prices shall normally approximate the lowest 

competitive price for the Eligible Item procured, operating costs, quality, 

time and cost of delivery, terms of payment. and other factors considered. 

Prices for Eligible items whiich are procured in bulk within the United 

S1ate'; shall rot exceed the market price prevailing in the United 'tates 

at the time of purchase. Prices for Eligible Items which are procured 

in bulk outside tine United 11tates, if such prociuement is authorized by 

A.I.D., must be lower than such United States market price. All prices 

shall be ad.lusted for comparison purposes for differences in the cost 

of trsnsportntlon to dJFr-.Id,,.im, quality and terms of payment. The pro­

visions of this 2ection *1 ,., other than the requirement that the price 

must be reasonable, shall not apply to architectural, engineering, management 

or such other professional services as A.I.D. mayseclif In writing. 

SECTION 100.3. Date ot' IProcnuvement. No , oodo or services may be 

financed hereunder which arise out of orders or contrILct.s fimnly placed or 

entered into prior to the EligLbility Date or out of orders or contracts 

which provide for a shipping date later than the terminal date for 

disbursements provided in Section 4.3. 

NESA Std. Prov. Annex May 12, 1966
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SECTIGN 100 4. Smi P.wneo'; ot.lficatior,. In order that United 

States small business shall have the opportunity to participate in furnishing 

Eligible Items, Borrower, at such ti.o as A.I.D. may specify prior to ordering 

or contracting for any Eligible Item estimated to coot more than the 

equivalent of Five Thiolisand United StLen dollars ($5,000), shall cause to 

be recived by A.I.D. such information concerning Eligible Items as A.I.D.
 

may r'<quire.
 

SECTION 100.5. tnauran:lce on C ods in Triansit. Except as A.I.D. 

may otherwise agree in writing Borrower shall insure, or cause to be insured, 

all goods financed under the Loan against risks Incident to their transit 

to the po:int of their use in th. Project. Such insurance shall be 

issued upon terms and conditIons consistent with sound commercial practice, 

shall Insure the full value of the goods, md shall lie pyable in United 

State§ d,;llar 4 

SECTION 100.6. Discr.mination in Marine Ini;urance. If in conaectfon 

with the placement uf murine insurance on shipments financed under United 

States legislation authorizing assistance to other naticns, the Borrr.wer 

Cun+,ry, by statute, decree, rule or regulation, favors any insuiu nue company 

of any country over apy msrire insuaqqe agppny authorized to do bUisiness in 

oWy state of the United Statps, goods finaqced he reujidor shaU d'Aring te 

NE8aA Std. Prov. Annex May 12, 1966 
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continaance of such diserimination be so insured in the United States with 

a company or compani.es authorized to do a marine insurance business in any 

state of the United States. 

SECTIO' ].00.7(. ]Nployment of Contract Personnel. The employment 

of personnel to pecfuonii :3ervices under contracts financed 1,ereurider, in 

w0hole or in part, :3i~al be slibject to all applicable United States legislation 

and such requirements, includIng. security clearances and limitations on the 

employmeat of third country nationa]s, as A.I.D. may from Lime to time 

promulgate or specffy and, except as A.I.D. may otherwise direct, all such 

contracts shall include provisions necessary to implement such legislation
 

and requirements.
 

SECTION 100.8. United States Government Ovmed Property. To the 

maximum extent consistent with the requirements of thne V'roject, Borrower 

shall utilize such United .S;tates Governmeut owned property of appropriate 

quality as A.I.D. after consultation with Borrower inay detennine is availaole 

for the Project at reasonable cost and within a reasonable time. 

NESA Std. Prov. Annex May 12, 1966
 

http:compani.es


A-5
 

ARTICLE 101. Covenant.s and Warranties Concerning the Project. 

SECTION 101.1. Execution, Completion and Operation of the Project.
 

Borrower shall:
 

(a) Carry out and complete the Project, with due diligence and
 

efficiency, providing any additional resources which may be required for
 

such purposes. Borrower shall complete and carry out the Project in 

conformity with sound engineering, construction, and financial practices
 

and in conformity with all engineering, construction or procurement 

arrangements, contracts, plans, specifications and other documents or
 

submissions approved by A.I.D. Borrower shall obtain A.I.D. concurrence
 

prior to any material modification or cancellation cf any such arrangements,
 

contracts, plans, specifications, or other documents or submissions.
 

(b) Adequately maintain, repair and operate, in accordance with
 

sound practices, all Eligible Items and any construction or facility
 

resulting from their use ("Project Facilities").
 

SECTION 101.2. Utilization of Eligibile Items. All Eligible Items
 

shall be used exclusively for the Project. This restriction shall apply
 

only until such time as such goods can no longer be usefully employed for
 

the Project or the Project Facilities, provided that no goods.
 

NESA. Std. Prov. Annex May 12, 1966 
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f inancad hereunder lbe exported from the Borrower Countrywithout_-the 

prior approvail of A D -and provided further that no Eligible Item shall 

at ay iie b e used to promote or assist any project or a 

with or financed by any country, other than the Borrower Country, noter 

included in Code 899 of the A.I.D. Geographic Code Book as in effect at 

the time of such projected uee except with the prior written consent of 

A.I.D. 

SECTION 101.3.- Information and Marking. Borrower shall cooperate 

with the United States Government in its efforts to disseminate information 

concerning the Loan and the Project and shall comply with such reasonable 

instructions with respect thereto or with respect to the marking of goods 

financed under the Loan or the identification of any Project job site as 

A.I.D. may issue from time to time. 

SECTION 101.4. Notice of Material Developments. Borrower represents 

'
and warrants that ithas disclosed to A.I.D. all circumstances which may I 
materially affect the Project or the discharge of Borrower's obligations 

under the Agreement and covenants that itwill inform A.I.D. of any conditions4* 

which may constitute a default hereunder or which interfere, or which it is 

reasonable to believe may interfere, with the Project or the discharge of 

* any of Borrower's said.obligations.
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bC'TION 101.5. Books and Records, Borrower shall maintain or 

cause to be maintained books of account, in accordance with accounting 

principles generally accepted as boud in the Borrower Country, and
 

records fideqLii.e to IdentIty F.ligIble Items and to disclose the use 
thereof 

in thle PcoJeet,. libiiooka and rccordi shall be maint.ained and may be 

audited foc uuch period and in such manier as A.I.D. may require. 

'2PCTI ON 101.6. Rtj.cfitj. borrower shall furnish A.I.D. with 

such information and reports relatlng to the Project, Eligible Items, and 

the Loan as A.I.D. may reasonably request. 

SECTION 101.7. Inspections. The authorized representatives of 

A.I.D. shall have the right at all reasonable times, whether prior to 

completion of tlhc Project or subsequent thereto, to inspect the Project 

and the Project Facilities, the utilization of all Eligible Items, the 

books and records referred to in Section 101.5, and any other documents, 

correeponden,,e, memoranda or records in Borrower's possession or control 

relating to the Loan or -to the Project. Borrower shall cooperate with 

A.I.D. to fac1litate 4,1ch tu-spec; tion3 and shall afford a reasonable 

opportunity for iuch representatives of A.I.D. to vivit any part of the 

Borrower Country for any purpose related to the Loan. 

NESA Std. Prov. Annex May 12, 1966 
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A11CLE 10)1? Gproriil Coftnantr't 

SECTION 102.1. No,-T-xation of Loan Agree"ment This Agrieemen d 

the Loan shall be.... ._ ~'rcinr,, . ando . a......... .. 7___ , ... adinte-4J~~re a -shalj-eiOe]
i Ia a d ,Jn el -paid: 7t. 

to A.I.D. without de~lurtion for and free from, any taxation or fees imposed '­

under any laws in effect within the Borrower Country Or any suCh taxes or ifeeu 

so imposed or payable shaill be borne by Borrower. 

SECTION 102.2 Cornisions, Foes and Other Payments. Borrower 

warrants and covenants that' in connection with obtaining the Loan or taking
 

any action under or with respect to this Agreement it has not paidandwll
 

not pay or agree to pay nor 
to the bet of its knowledge has there been 

paid nor will there be paid or agreed to be paid by any other person or
 

entity, commissions, fees or other payments of any kind, except as regular 
 ...
 
compensation to Borrower's full time officers and employees or as
 

compensation for bona fide professional, technical or other comparable. services. .
 

Borrower shall promptly report to A.I.D. any payment or agreement to pay for 

such bona fide professional, technical or comparable services to'which it is 

a party or of which it has knowledge (indicating whether such payment has been
 

A made or is to be made on a contingent basis), and if the amount of any such 1' 
payment is deemed unreasonable by A.I.D., Borrower shall cause 
a reduction
 

satisfactory to A.I.D. to be made therein.
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4i 

fr fnan 

agemn opyo e4i' n oriin orESalowncscveedbys c~ P 

the ligbilty ihreundernofudonirr.......srokeradine
 

commissions and ,s,'-"4 of '4.1" all 
wto gents sple ,4 _i arid ances
 

... ....<.~~ t1 purchasing, agents or importers. Borrower agreen to comply with such: ...,..: : 

::::: .)':instruactions, .to promptl.y repor~t to A.iD,: any payment or allowaunce, :or . /:! : 

instructions of which it has, knowledge and to reimburse: A.I.D. :on. request:, Ini :~ 

. the amount of any payment or allowance made or permitted contrary to such ... :' 

S instructions; provided, however, that this paragraph shall apply only to " )iii 

commissions or allowances arising fromi contracts or orders made or placed" .... 
after the receipt by Borrower of notice of such inrinstructions. " 

SECTION 102.s. Renegotiation of Terms Borrower agrees that, an 

44" any time or times when it is requested to do so by A.t.D., but not sooner 

than six (6)months prior to the date the first repayment of Principal is due, 

it will negotiate with A.I.D, with respect to acceleration of the repayment 

of Principal. It is agreed that Borrower and A.I.D. shall mutually determine 

to what extent repayment should be accelerated o tte con r tou
 

olof n;ot
c thes following criteri i: s r ds er a 

(a) Significant improvement in the internueconsmc and
 

SECTfinancial situatio n of T e BorrowerCoa etry;hat, at 

itwil egtitewihwthrepet cclraio te
.. D o o epymn 
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(b) 	 Favorable trends in the balance of payments and 

foreign exchange holdtngs of the Borrower Country; 

(c) 	 AbI3)ty rf the Borrower Country to make future repay­

ments of A.I.D. loan; without interfering with the 

service of debts owing to any United States Government
 

agency or any international organization of which the 

United States is a member. 

NESA 	 Std. Prov. Annex May 12, 1966 
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ARTICLE 103. Remedies of A.I.D.
 

SECTION 103.1. Events of Default; Acceleration. If any one or
 

more 	 of the following events ("Event of Default") shall occur:. 

(a) Borrower shall fail to pay in full any interest or
 

installment of Principal when due; 

(b) 	 Borrower shall fail to comply with any other provision 

contained in the Agreement or this Annex; or 

(c) 	 Any representation or warranty made by or on behalf of 

Borrower with respect to obtaining the" Loan or 'made or 

required to be made hereunder is incorrect in any
 

material respect; 

then, 	A.I.D., at its option, may declare all or any part of the unrepaid
 

Principal to be due and payable immediately and upon any such declaration, 

unless the default is cured within sixty (60) days thereafter, such 

Principal and all interest achrued thereon shall beccme due and payable 

immediatelyupon the expiration o'f said sixty (60) day period. 

SECTION 103.2 Termination of Disbursements; Transfer of Goods
 

to A.I.D. In the event that at any time:
 

(a) 	An Event of Default has occurred;
 

(b) An event occurs which makes it impr~obabl hat the purposes 

of the Loan will be attained or that Borrower will be able 

to perform its obligations hereunder, 

(c) Any disbursement would be in violation of the legislation
 

governing A.I.D.; or
 

NESA 	 Std. Prov. Annex May 12, 1966 
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(d) 	 A default shall have occurred under any other agreement
 

between Borrower or any of its agenc*es and the United
 

States of any of its agencies;
 

then, 	A.I.D., at its option, may (i) decline to issue further letters cf 

commitment, (ii) susrend or cancel outstanding letters of commitment to
 

the extent th'it they h: ve riot been utilized through the issuance of 

irrevoc .'.beLetters of cre lit o. th_'r bank pay-ments made other than 

under 	irrevocable letters of' credit, giving notice to Borrower promptly
 

thereafter, (iii) decLine to make disbursements other than under letters
 

of commitment; an.1 (iv) thereafter cancel any undsibursed balance of the loan
 

SECTION I03.3 Refunds. If A.I.D. determines that any disburse­

ment is not supported by valid documentation in accordance with the terms 

of this Agreement, or is not made or used accordance with the terms of this 

Agreement, or was at the time of disbursement in violation of the legislation
 

governing A.i.D., A.I.D., at its option, may, notwithstanding the availabilit
 

of any other remedy rrovided for under this Agreement or the exercise of the
 

remedy provided for in Section 103.2, require Borrower to pay to A.I.D.
 

within ninety (90) days after 2.eipt of a request therefor, an amount not
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to exceed the amount of such disbursements, provided that such request by
 

A.I.D. shall be made not later than five (5) years after the date of the 

final disbursement hereunder. Except as A.I.D. may otherwise agree, any 

such refund received by A.I.D. shall be applied to installments of Principal 

in the inverse order of their maturity. 

SECTION 103.4. 
Waivers of Default. No delay in exercising or
 

omission to exercise any right, power or remedy accruing to A.I.D. under this
 

Agreement shal. be constrped as a waiver of any such right, power, or remedy.
 

SECTIC3 103.5. Expenses of Collection. All reasonable costs incurred 

by A.I.D. (other than salaries of its staff) in connection with the collection 

of any refund, or, after an Event of Default has occurred, in connection with 

the collection of any amounts due under this Agreement'may be charged to Borrower 

and shall be reimbursed to A.I.D. in such manner as A.I.D. may specify. 

NESA Std. Prov. Annexr May 12, 1966 
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AGREEM.ELNT idle and (,ntered into as of the Aiay of 

1) ;*;, bc.,cn ic fMIMERiIAL GOVLRNMENT OF WAN ("furrower"), 

acti L throdLih tie PLAN OTGANIATION, anr the UNITED STATES OF 

throu-h the Aericy for Dev1opLI,,entAhMIERICA, ac0ii 1- intcrnational ('A.,'0. 

AI'I'ICLE I. THE LOAN 

SECTION 1.1. The Loan 3'.'c);ect tr the ter,.s ont; conclitins of 

this Ajcee t A. I,. .arces to lc:id*to .,rr'),,vcr pt'rs,-nt to the FcreiLn 

1'ssisLancc Act of A, 's ,n Larro\,cr aLrees to Lorrov.'i':ucnc:, nron. 

I. . . q) t 'ix MLillion 'iv, iu.rc _ 'i'ho .s, , Unite, Jt": 0s1.ollars 

(J;, 500, 000) (Lhc "Lonl") for the oite, states Dollar costs of Loo', an(. 

sCrvices reqniro.. for Lhe Proiccl;tas :cfeicl iij Sectiom 1.2. The funis 

lis'.burse! hreruer are nerein referred to as ''Principal. "' Goods and 

services fitance( herender ;,re eLU).'Lin refcrrc(',to as "Eligible Items. 

.1eferences herein to the "P(orrover CoUntry" arc to Ira1. 

SECTION 1. 2. The Project As use.J in this Agreement, the ternm 

"Project" ihall mean the provision of inata!s cut, operations, and 

training services and feasiboility studies uCcied for d.1evelopment of the 

electric power sector of 13orrower Country. 

ARTICLE II. TERMS OF REPAYMENT AND INTEREST 

SECTION 2. 1. Interest Borrower shall pay interest semi­

annually to A. ID. in United States Dollars on the unrepaicd Principal and 
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on any interest due and unpaid, compuced on the basis of a 365 day year 

and at the rates hereinafter stated. The first such payment shall be due 

and payable six (,;) months after the first disbursement hereunder or 

on such earlier date a; A. 1.D. may specify. Interest shall accrue from 

the dates of the respective disbursemients at the rate of three and one-half 

percent (3 1/2'U) per anan. Disbursements shall be deemed to occur on 

the dates on which payments by A. I. D. are made to Borrower or to its 

designee or to a balking institution pursuant to a letter of commitment. 

SECFION 2, 2. Principal Borrower shall repay the Principal to 

A.I.D. in United States Dollars in semi-annual installments in accordance 

with the terms of this Agreement and an amortization schedule to be provided 

Borrower by A. I. D. after all disbursements have been made. Such amortiza­

tion schedule shall provide for repayment of the Principal within twenty-five 

(25) years of the first disbursement hereunder in forty-one (41) approximately 

equal semi-arnual payments of Principal and interest, the first installment 

to be payable four and one-half (4 1/2) years after the date on which the 

first interest payment is due. 

SECTION 2. 3. Application and Place of Payment All payments 

shall be applied first to accrued interest and then to Principal. Except as 

A. I. D. may otherwise specify in writing, payments shall be made to the 
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Conti oller, USAID Mission, Tehran, Iran, and shall be deened to have 

been made when received by A.1.D. at such address. 

SECTION 2.4. Prepayment Borrower shall have the right to 

prepay all or any part of the Principal, without penalty, on any date on 

which interest is due. Except as A.I.D. may otherwise agree in writing, 

all prepayments shall be applied first to accrued interest and then to the 

remaining installments of Principal in the inverse order of their maturity. 

ARTICLE Ill. CONDITIONS PRECEDENT 

SECTION 3.1. Conditions Precedent to Financing Prior to the 

issuance of the first letter of commitment and to any disbursement hereunder, 

Borrower shall, except as A. I.D. may otherwise agree in writing, furnish 

A.I.D. in form and substance satisfactory to AI.D. : 

(a) An opinion of the Minister of Justice of the Imperial 

Government of Iran or of other counsel satisfactory to 

A.I.D., that this Agreement has been duly authorized or 

ratified by and executed on behalf of Borrower and con­

stitutes a valid and legally binding obligation of Borrower 

in accordance with its terms and that the person signing 

the Agreement on behalf of the Borrower has the authority 

to act as the representative of the Borrower in all matters 
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pertaining to the Loan and this Agreement, including
 

the authority to designate other representatives of
 

the Borrower pursuant to Section 5.3;
 

(b) 	 The name of the person or persons who will act as the
 

additional representative or representatives of the
 

Borrower pursuant to Section 5.3, together with evi­

dence of his or their authority and a specimen signature
 

of each such person certified as to its autheniticity;
 

(c) 	 Evidence that a contract for management, operation
 

and training services for the project satisfactory
 

to AID has been entered into by the Ministry of
 

Water and Power of Borrower (MWP) and a consulting
 

engineering firm satisfactory to AID;
 

(d) Evidence of the availability of funds, other than
 

the loan, necessary for the provision of the manage­

ment, ope ation and training services;
 

(e) 	 Such additional plans, documents or other sub­

missions as AID may request.
 

SECTION 3.P. Conditions Precedent to Financing Other Than
 

Engineering Services. 
Prior to the issuance of letters of commitment
 

and to any disbursements thereunder for (a) any service to be provided
 

by a consulting engineering firm in addition to those to be provided at
 

a total cost of Three Million Six Hundred and Fifty Thousand Dolar.
 

($3,650,000), or (b) any feasibility study, or (c) any proposed
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ex-p(ndit.ure on the vocational training program, Borrower shall, 

e::cept as A.I.D. may otherwise agree in writing, furnish A.I.D. 

in form and substance -,atisfactory to A.I.D.: 

(a) 	 A proosal agreeable to A.I.D. setting forth 

in reantitble detail the need for and a des­

cription of' the additional service, feasibility 

study, 	or vocational training expenditure for
 

which 	 financing is desired, the proposed arrange­

ments and plans for such and an estimate of the
 

United States Dollar and Iranian Rial costs
 

thereof:
 

(b) 	Evidence that a contract or other arrangement
 

satisfactory to A.I.D. for any additional
 

service, feasibility study or vocational training
 

expenditure has been entered into by MWP 

with a firm acceptable to A.I.D.; 

(c) 	 Evidence of the availability of funds, other than 

the Loan, necessary for any additional service, 

feasibility study or vocational training expenditure. 

(d) 	 Such additional plan; documents or other submissions
 

in respect of the particular additional service,
 

feasibility study or vocational training expenditure
 

as A.I.D. may request.
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SECTION 3.3. Terminal Dates for Fulfillment of Conditions 

Precedent. If the conditions established by Section 3.1 have not 

been satisfied within six (6) months of the date of this Agreement 

or such Later date as A.I.D. may specify in writing, A.I.D. at any 

time thereafter may st Its option terminate this Agreement by written 

notice to Borrower. Forthwith upon receipt of such notice, Borrower 

shall repay any unreDaid Principal and any accrued interest, where­

upon all obligations of Borrower and A.I.D. under this Agreement shall
 

cease.
 

If the conditions precedent necessary for full utilization
 

of the Loan as specified in Section 3.2 shall not have been met by
 

June 30, 1968, A.I.D. at its option may cancel that part of the undis­

bursed balance of the Loan not allocated to financing of goods and
 

services for which all conditions precedent have been met.
 

ARTICLE IV. DISBURSEMENTS
 

SECTION 4.1 Requests for Letters of Commitment. To obtain 

disbursements, Borrower may from time to time request A.I.D. to issue 

letters of commitment to one or more banking institutions in the 

United States designated by Borrower and satisfactory to A.I B.., 

committing A.I.D. to reimburse such bank or banks for payments made,
 

through letters of credit or otherwise, to Borrower or any designee
 

of Borrower, pursuant to such documentation requirements as A.I.D.
 

may prescribe. Banking charges incurred in connection with letters
 

of commitment and disbursements shall be borne by the Borrower and may
 

be financed hereunder.
 



-7-


SECTION 4.2. Other Forms of Disbursement. Disbursements
 

may also be made by such other means as Borrower and AI.D. may
 

agree to in writing.
 

SECTION 4.3. Terminal Dates for Requests for Letters of
 

Commitment and for Disbursements. Except as A..I.D. may otherwise
 

agree in writing, no letters of commitment shall be issued in res­

ponse to requests received by A.I.D. after December 31, 1968 and no
 

disbursement shall be made against documentation received by A.I.D.
 

or the banks described in Section 4.1 after December 31, 1971.
 

ARTICLE V. UTILIZATION OF LOAN PROCEEDS
 

SECTION 5.1. Utilization of Loan Proceeds. Except as
 

A.I.D. may otherwise agree in writing, the proceeds of the Loaii shall
 

be utilized as follows:
 

(a) 	Not to exceed Three Million Six Hundred Fifty Thousand
 

Dollars ($3,650,000) to finance services to be performed
 

under the management, operation and training service
 

contract referred to in Section 3.1;
 

(b) 	Not to exceed One Million Two Hundred Thousand
 

Dollars ($1,200,000) to finance additional manage­

ment, operation and training services;
 

(c) 	Not to exceed One Million Four Hundred Thousand
 

United States Dollars ($1,400,000) to finance
 

feasibility studies;
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(d) 	 Not to exceed Two Hundred Fifty Thousand United
 

States Dollars ($250,000) to finance equipment
 

for a vocational training program.
 

ARTICLE VI. MISCELLANEOUS
 

SECTION 6.1. Eligibility Date. As used in this Agreement, 

"Eligibility Date" shall mean , except as 

A.I.D. may otherwise agree in writing. 

SECTION 6.2 Ocean Shipment. Borrower shall ensure that at 

least fifty per cent (50%) of the gross tonnage of all goods (computed 

separately for dry bulk carriers, dry cargo liners and tankers) financed 

hereunder which shall be transported on ocean vessels shall be transported 

on privately owned United States flag commercial vessels to the extent 

such vessels are available at fair and reasonable rates for United 

States flag commercial vessels. No goods may be financed hereunder
 

which are transported on any ocean vessel (a) which A.I.D., by written
 

notice to Borrower, has designated as ineligible to carry A.I.D. fin­

anced goods or (b) which has been chartered for the carriage of A.I.D.
 

financed goods unless such charter has been approved by A.I.D.
 

SECTION 6.3. Review. A.I.D. and the Borrower or either of
 

them may from time to time and as often as either may deem desirable
 

review progress in the development of the electric power sector of
 

Borrower Country and the effectiveness of the utilization by Borrower
 

of the services financed by this Loan. If A.I.D. in its sole discretion
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at any time determines that the purpose of the Loan are not being
 

fulfilled, it may at its option exercise anyone or all of the
 

remedies set, forth in Section 103.2 of this Agreement.
 

SECTION 6.4. Use of Representatives. For all purposes relative
 

to 
this Agreement the Borrower and A.I.D. will be represented, respect­

ively, by the individuals signing this Agreement or any persons holding
 

or acting in the offices now held by such individuals. In addition, the
 

Borrower shall and A.I.D. may respectively designate in writing an
 

additional representative or representatives who shall have authority to
 

perform all actions on behalf of their respective principals required or
 

permitted for the implementation of the Project.
 

Until receipt by the Borrower or A.I.D. of written notice of
 

revocation by the other of the authority of any of its said representatives,
 

Borrower or A.I.D., respectively, may accept the signature of any such
 

representative or representatives as conclusive evidence that any action
 

effected by such instrument is duly authorized by the other.
 

SECTION 6.5. Communications. Any notice, request or other
 

communication given, made, or sent by Borrower or A.I.D. pursuant to
 

this Agreement shall be in writing and shall be deemed to have been duly
 

delivered to the party to which it is addressed when received by such
 

party at the following address:
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To Borrower:
 

Mail Address:
 

Plan Organization
 
Avenue Danesh Kadeh
 
Teheran,Iran
 

Cable Address:
 

PARNAMEH 
Teheran, Iran
 

To A.I.D. (two copies):
 

Mail Address:
 

Agency for International Development
 
Department of State
 

Washington, D. C. 20523
 
U. S. A. 

Cable Address:
 

A.I.D.
 
Washington, D. C.
 

U. S. A.
 

Borrower, in addition, shall provide the U.S.A.I.D. Mission,
 

Teheran,Iran, with a copy of all communications or documents sent to
 

A.I.D. 
Other addresses may be substituted for the foregoing upon written
 

hotice.
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All communications and documents submitted to A. I. U. hereunder 

shall l in the En <lish langua.e and all technical ai en:,inecring specificatio-is 

therein shall he in terms of United States standards, except as A. I.D. may 

otherwise ai ree in writiiw 

SECTION 6.6 Standard Provisions Annex A Ltandar(7 Provisions 

Annex is attached to this Agreement and is hereby nma('e a part hereof. Terms 

used both therein and in this Agreement shall have the same meaning in both 

oocuents. References in the Standard Provisions Annex to "the Agreement" 

are to this Agreement. 

SECTION 6.7 Letter(s) of Implementation Without prejudice to the 

provisions of this Arceenent, the procedures for LJnpleaitenting the various 

require-!.ents set forth herein sh.ll be isdetailed in the Letter or Letters 

of Liiplemnentation which A. I. shall from time to tinge furnish to the 

Borrower.
 

UNITED STATES OF AMERICA IMPERIAL GOVERNMENT OF IRAN 

By: By: 

Title: Title: 



DRAFT 	 ANNEX V
 
AID-DLC/P-416
 

The Imperial Government of Iran
 
c/o Ministry of Water and Power
 

Teheran,. Iran
 

Subject: 	 A.I.D. Loan No.
 
Management and Other Assistance
 
for Development of Electric
 
Power Industry 
Implementation Letter No. 1 

Dear Sir:
 

This letter sets forth the procedures for utilizing the
 

proceeds of the Loan made available under the subject Loan Agreement
 

and provides information to facilitate the implementation 	 of the pro­

ject as contemplated in the Loan Agreement. Nothing in this letter
 

and its attachments alters the scope of the Loan Agreement or the
 

terms of the specific sections of the Loan Agreement that are referred
 

to or explained herein. This letter and its attachments may be supple­

mented or modified by subsequent Implementation Letters.
 

I. Conditions Precedent to Disbursements - Article 	III
 

We are setting forth below information, keyed to the sections
 

and sub-sections of Arti.ble III, which is intended to assist you in
 

complying expeditiously with the itemized conditions.
 

Section 3.1 - Conditions Precedent to First Disbursements
 

(a) Legal Opinions
 

An outline of information which your counsel may use in 

preparing the required legal opinions is attached hereto 	as Attachment A.
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(b) 	Specimen Signatures
 

There are three elements to this requirement relating
 

to the persons who will have authority to act in your behalf in carrying
 

cut the various provisions of the Loan Agreement. To meet the require­

ments, you should submit statements in wTriting containing (1) the name 

or names of the persons who have been authorized to act in your behalf 

pursuant to Section 5.3 of' the Loan Agreement, (2) a brief description 

of the legal basis for the authority of such person or persons together 

with certified extracts from the relevant laws and regulations,and (3) 

a specimen signature of each such person certified to or otherwise 

authenticated by a duly authorized government official. For each person 

so designated.please submit three (3) copies of the specimen signature. 

(c) 	Engineering Services
 

In order to satisfy the condition set forth in Section
 

3.1 (c) you should submit in final draft form a contract negotiated by
 

you with a qalified U. S. consulting engineer providing for the requisite
 

management, operation and training services. Our laws and regulations
 

require that we review and approve the terms of the contract and also
 

the firm with which you intend to contract for the services.
 

(d) 	Other Funds
 

You must show that satisfactory arrangements have been
 

made to finance the costs of the management, operation and training
 

services which will not be paid for out of the loan. To meet this
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requirement, you should submit a reasonably detailed certificate, signed
 

by your representative designated as mentioned in sub-paragraph (b)
 

above or some other iuly qualified and authorized government official, 

Listing the costs of these services which will not be paid for out of 

the loan and a descrittion of the arrangements that have been made for 

provision of the required funds. The certificate should also contain a
 

statement that the person signling the certificate has reviewed the costs 

and arrangements described and foun:d them to be complete and fully adequate
 

to meet the needs of the project.
 

(e) No additional plans, documents or other statements are
 

required at this time.
 

Section 3.2 - Conditions Precedent to Subsequent Disbursements
 

(a) As set forth in Section 3.2 of the Loan Agreement, A.I.D. 

must agree, prior to A.I.D. ff'ancing of any goods and services for the 

project other than the services to be provided under the contract referred 

to in Section 3.1 (c), to a prop.osaL by you for the financing of each 

service, feasibility study or vocational training program expenditure 

desired. Each proposal must be in reasonable detail, and must describe,
 

(a) the service,study or expenditire, (b) the need theredf, (c) the 

arrangements under which the service, study or expenditure will be 

carried out and, (d) an estimate of the costs of each service, study or 

and Iranian rial components.
expenditure, including both United States dollar: 




As earlier noted, A.I.D. must approve the contractor
(b) 


and the tei-m of each contract under which the service, 
study or expendi-


A final draft form of a contract for the
 ture will be. carrie out. 


service, studly or expenditure negotiated with a qualified U. S. firm 

with the 
in accordance 	 with A.I.D. rc-uirements should be submitted 

proposal for 	financing in Section 3.2 (a) above. 

(c) You sncul 	 l submit evidence of funding arrangements 

for each service, study or expenditure in-the form.of-the crtificate 
set
 

forth in Section 3.1 (d) above.
 

A.I.D. will notify you by other implementation letters
(d) 


if additional 	submissions are required.
 

Terminal Date for Fulfillment of Conditions Precedent
 Section 3.3 -


As provided in Section 3.3 of the Loan Agreement, the condi­

tions precedent set forth in Section 3.1 must be complied 
with prior
 

to six (6) months after the execution of the Loan Agreement.
 

As also provided in Section 3.3, the conditions precedent
 

to financing 	of any goods or services other than the financing 
of
 

Three Million 	Six Hundred and Fifty Thousand Dollars for the services
 

under the contract referred to in Section 3.1 (c) of the 
Loan Agreement,
 

L968. In the 	event conditions
 must be satisfied prior to June 30, 


precedent necessary for disbursement of the full amount of 
the loan
 

have not been met by June 30, 1968, A.I.D. at its option may at thatzdate or there­

after cancel that portion of the undisbursed balance of 
the Loan not
 

allocated to financing of goods and services for which all conditions
 

precedent have been met.
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II. Financing Procedures and Documentation - Article IV
 

The procedure for requesting the issuance of letters of
 

commitment and the actions to be taken by MWP after the letters of
 

a
commitment are issueJ, and the documentation required by A.I.D. as 


described in Attachment B.
basis for disbursement of loan funds are 


Please note that unless A.I.D. may otherwise agree in writing, the
 

terminal late for requesting issuance of Letters of Commitment is 

1968 and the terminal date for requesting disbursements
December 31, 

is December 31, 1971. 

III. Utilization of Loan Proceeds - Article V
 

The loan proceeds may be used only in accordance with the
 

specific allocations set forth in Section 5.1 of the Loan Agreement.
 

IV. Rules Governing Procurement
 

A. Eligibility Date
 

In accordance with Section 6.1 of the Loan Agreement,
 

the Eligibility Date for this Project is
 

B. Method of Procurement 

In accordance with Section 100.2, no more than reason­

able prices shall be paid for any Eligible Items, and all items shall 

be procured on a fair competitive basis. 
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C. 	Small Business Notification
 

Information regarding proposed procurement of goods
 

having a value greater than $5,000 must be disseminated to Interested
 

United States suppliers in order that American small business shall
 

have the opportunity to participate in furnishing Eligible Items.
 

A.I.D.'s Office of Small Business'will arrange for publication of a
 

summary of the specifications and requests for quotations. 
A period
 

of at least 45 days must elapse between the date of publication and
 

the closing date for receipt, of quotations. Attachmxent C gives more
 

information on A.I.D. notice requirements to U. S. business.
 

D. 	 Limitations on Shipping Facilities 

in 	accordance with Section 100.1 items otherwise eligible
 

for 	financing under the A.I.D. loan will not be so financed if shipped
 

on transpo-tation media owned or controlled by any of the following
 

countries:
 

The Union of oviet Socialist Republics, Albania,
 

Bulgaria, Czechoslovakia, East Germany, Danzig, Hungary, Poland,
 

Rumania, Estonia, Latvia, Lithuania, North Vietnam, North Korea,
 

Tibet, China (Mainland) and other Communist-controlled areas, Outer
 

Mongolia and Cuba. 

E. 	Special Shipping Limitation - Section 6.2
 

Items otherwise eligible for financing under the A.I.D.
 

loan will not be so 
financed if shipped on vessels named in Attachment D
 

which will be periodically updated, as required.
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F. Application of the 50/50 Shipping Requirement
 

In accordance with Section 6.2, 50% of the gross tonnage
 

of A.I.D. - financed goods shippe on ocean vessels shall, computed
 

separately for dry bulk carriers, dry cargo liners and tankers, be
 

transported to Iran on privately-owned United States flag commercial
 

vessels.
 

G. 	Eligible Source of Procurement
 

In accordance with Section 100.1 of the Loan Agreement,
 

loan proceeds can be used only to finance Eligible Items, including
 

transportation, commodities, services, and marine insurance, having
 

their source and origin in the United States.
 

Goods and services financed with other than loan funds
 

must have been procured, pursuant to Section 100.1 of the Loan Agreement,
 

from sources included in Code 899 of the A.I.D. Geographic Code Book.
 

The countries not included under Code 899 are listed in paragraph 

IV;.D., "Limitations on Shipping Facilities". Thus, no items to be 

used on the project, regardless of' sources of financing, may be pur­

chased from countries not included under Code 899.
 

V. Use of Representatives - Section 6.4
 

We hereby designate the Director and Deputy Director, Office
 

of Capital Development and Finance, Bureau for Near East and South Asia,
 

ams additional representatives of A.I.D. pursuant to Section 6.4 for
 

purpose of implementing the Loan Agreement.
 



-8-


VI. 	 Markings
 

In accordance with the provisions of Section 101.3, the
 

Borrower shall cooperate with A.I.D. in making information concerning
 

the loan 	public and shall have Eligible Items and any shipping containers 

suitably marked. 
Attachment E, discusses the marking requirement in
 

greater detail.
 

VII. 	 Reporting - Section 101.6 

A. Quarterly Progress Reports
 

A.I.D. will require a report on the progress of the project
 

to be submitted quarterly. 
The report shall be prepared and submitted
 

by the Borrower 
to A.I.D. within 30 days of the close of' the reporting
 

period. 
The first report shall cover the period ending December 31, 1966.
 

In the preparation of the report, the consultant shall, to the extent
 

practicable, follow the format for the progress reports described in
 

Attachment F.
 

B. Final 	Report
 

A final report following the format for final reports
 

set out in Attachment F will be due on completion of the project and
 

may be substituted for the last Quarterly Progress Report.
 

VIII. 	 Records - Section 101.5
 

The records which are required under the terms of Section
 

101.5 insofar as 
they relate to eligible items and services, shall be
 

maintained for a period of at least three (3) years after the final
 

disbursement by A.I.D. under the loan.
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IX. 	 Commissions, Fees, and Other Payments - Section 102.2
 

MWP is reminded that Section 102.2 requires that any fees
 

or commissions in connection with the project or the loan be reported
 

to A.I.P. A.I.D. at this time is not setting forth additional require­

ments with respect to commissions, but may in later implementation 

letters. 

X. 	 Correspondence 

All corresondence regarding the loan and the reports re­

quired under Section 101.6 should be .addressed td the.Agency for 

International Develrnment, Department of' State, Washington, D. C. 

20523, as specified rluSection 6.5 of the Loan Agreement. 

A.I.D. will be glad to discuss with your representatives 

any problems or questions you may have concerning the implementation 

of this loan, or relating to this letter and its attachments. 

Sincerely 	yours, 

Howard Parsons
 

Director, USAID/Iran
 

Attachments
 



-10-


Attachments
 

A. 	 Guide for thLe Assistance of Counsel in Preparing Legal Opinions 
B. 	 Disbursement of Loan Funds Leter of Commitment Procedure 
C. 	 Borrower's Notice of' '. .. FBus.ness Regarding Proposed Procurement 

of Goodis 
D. 	Shipping Restrictions 
E. 	Marking Pequirements 
F. 	Progress Reporting Requii-ments
 




