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HONDURAS ... FEASIBILrrY STUDY LO.AN - --
SUMMARY AND RECOMMEiifDATION 
~ .... w::o;,,....,.-

l. BORROWER: The Government of Honduras 

UNCLASSIFIED 
AID-LA/P-78 
January 17, 1966 

EXECUTING AGENCY: The National Economic Council 

2. AMOUNT OF LOAi~ : $ 500, 000 

3. LOAN TEFMS: Repayment in dollars within 40 yea:rr with 10 years ' 
grace on the repayment of principal. IntereBt at 1% per annum 
during the grace period and 2~% per annum thereafter. 

4. DESCRIPTION OF PROJ"ECT: The funds of this loan will l)e used to 
finance sectoral or resource surveys, prefeasibility studies and 
feasibility studies of both government executed infrastructure 
projects and for certain private sector inveBtment proposals. It 
is anticipated that the greater part of the funds will be used. 
for feasibility studies of infrastructure projects. The National 
Economic Council will coo:rdinate and superv·ise the loen by 
evaluating the study proposaJ.s submitted by the various ministries 
and determining which are of e:u.fficient priority end timeliness 
to 1rarrant presentation to A.I.D. for financ:tng.. The studies 
will be made in the fields of roads, irrigation, water resources 
and inuustrialization. 

5. PURPOSE OF PROJECT: Surveys and studies financed under this loan 
will enable the Government of Honduras to strengthen its economic 
planning, to establish certain nationwide economic programs, to 
identify fields in which feas:Lbility studies should be conducted 
as well as to finance several specific feasibility studies of 
c3pital investment proposals. The specific fee£ibility studies 
should either: (a) give evidence that the respective projects 
should not be constructed or financed, or (b) provide the basic 
economic and technical data for proceeding with said projects 
and particularly for use in loan applications for submission to 
financing institutions. 

UNCLA.SS:CFIED 
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6. BACKGHOUND: US AID/Honduras first became :tnterested in this 
project as a combination feas1.bility study loan and tech11ical 
aa1'Jiatance program (also loan funded) for the National Economic 
Council. A f1vev·ye1xr economi.c plru1 we.a un.der preparation and 
var:toUB changes in the relation of the Couneil to the President 
of the Republic were m1der cons:tde:ration. In recent months 
the ID!3 ha.8 indice.t~d a willingnes1:1 to loan funds for the 
technical ass1.ste11ce personnel des:t i:-e<.l by the Council. The 
che.ngeB in the eta-:;UB of the Council, which were endo:r'aed and 
urged by the US AI 'J have now been eff'ectuated. Thus, the 
technical assistence asi::ect of the loan as originally conceived 
does not o.ppea.J'.' to be necessary at this time; however, the 
execution of the specific feasibility studies to be f'in..lrlced 
hereur1der will provide the oasic data ne':esea.cy for sound project 
appraisal by the several interna:t:l.onal financing institutions 
and vill contribtrte to the acceleration of' the economic develop
ment of Honduras. 

7. OTHER Ji'INANCTNG: The Ex:tmbank has expressed its noninterest in 
this project on Januar.:r 7, 1906. The Inter-American Development 
Bank plD1m:tng tc f:tnance a small portion of the over-aJ_l 
pro,1';;ct. Because Cl\.BEI 1s funcls are only for "regional" pro~ects 
it it not an av'.1ilable so·J.rceo Therefore, the project connnittee 
has concluded that other financ::_ng for this project is not 
available C'i.1 reasonable termB. 

MISSION "l/T!!.'WS: The Mission considers this a priori-ty projec..:l. and 
reeoinmend.B its ap:provaJ .• 

9. S1J.1K.fUTORY CRITERIA: 'J.'he statutory criteria have been met (see 
ftJlllex I). 

10. ISSUES: None. 

REC'JMME:IffiATION: Authorization of a loan of up to $500,000 to the 
Government of Honduras under the following terms and conditions: 

a. 

b. 

Repayment within 11-0 years from the date of the first 
disbursement including a grace perio~ of 10 yearsq 

l . 
Inte,...est of 1% during the grace per:tod and 2.fff!o thereafter. 

Repayment of principal and interest shall be made in 
United States dollars. 

UNCLASSII<1IED 
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Other Term.a and Conditions: 

a. Equipment, materials and services (except shipping end 
marine insurance) financed. under the loans shall have 
their origin in and be procured from the United States 
or member countries of the Central .American Connnon 
Market.. Shipping f'inanced. hereund.er shall be procured. 
from the United States, and marine insurance financed 
hereunder shall be placed in t~e United States with a 
company authorized to do marine inaurancE? business in 
any state of the United States. 

b. United States dollars utilized under the loan to finance 
local currency costs ohall be made available to 
Borrover or its designee through appropriate procedures 
and shall be used only for :procurement in the United 
States. 

c. AlJ sub:projects will be subject to prior A.I.D. approval. 

d. Projects which, in A.I.D. ta judgment, arc:? eligible for 
financing by C.AJ3EI either out of the A.I. D. loan for 
feasibility studies or otherwise, shall be submitted to 
CABEI for financing prior to approval for financing 
under this loan. 

e. The loan shall be sub,jec:t to such .:ither terms and condi= 
tions ss A. I. D,, may deem advisable. 

PROJEC'.I' COMMITTEE: 

Loar' Officer 
Englneer 
Pub1tc Adm. Aa.visor 

Drafted: RRuby:US AID/H 

:RRuby:US PJ.D/H 
~FAlvareztUS AID/H 
:EParker 
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A. BORROWER -
The :So~r will be the Gover.nment of Honduras.. The executing 

agency Will be the National Econ~ic Council {NEC) in the acruJe that 
it will coordinate the r0que11rtf3 for fewdbility ntudies mad@ by· the 
Y&l."ious miniotr1ea and aemiautono:210U!i:I ag@nciee of' the GOH.. The NEC 
lru established as an auton<e.OU!'.J iMtitution in 1955 to ad.vine the 
heaident on Jl!t1tt~n."s of g@nerd. economic policy and specifically to 
direct and coordinate dev~lo1miant planning., The NEC also has 
tidditional re~~ons1bilit1eo in the areas of government administrative 
re:form, review of the budget, coordination of certain statistical 
programs as related to planning and over-all coordination of 
foNign or othe1" long-term lending to the variOUJ1 governmental 
~ncies. 

The following eeven repreeentaxivea com.prise the NEC: 

Miniater of Economy and Finance (President) 
1-liniater of CommunicaticiruJ e.ncl Public Worka 
Minuter of Natural Reracrurcee 
Pre1ddent of Central liaillk 
President 01" the Natioru!!l Development Bank 
Repreflente.tive of Pr1.vat;0 Sector 
Repremootative of Prive.1:e Bector-... Labor 

Bo HISTORY AND BACK!lRO~ 

US AID/Hondu.ren hal:I been actively interested in improving tht 
Mv0lopment planning capacity of 1;he GOH for eevereJ. years but only 
during the past 18 montbm has de~initive progress been achieved. 

Grant .. ·funded consultant studici:e have evaluated different aspects 
of the NEC, its capacity and its planning products. Recommendationo 
h~TO been mad@ both r©garding·chat1ges considered necessary in order 
to improve the composition, organ:tzation and statW!l of the NEC and 
also regarding certain types of ti~chnicaJ. assistance that would be 
Utleful in training NEC pi..'rsonnel and in developing internal procedures 
at the time the etructural changeIB a.re effectuated .. 



UNCLABSIF'Dm 

The most recent analysis recollIDl.ended that a, program of technical 
aaaiatance for the NF.C be combined with a feo.aibili ty study loan. 
Thia suggestion received the support of tne Mission beca~e of the 
advantagea of'fered by a combination of the two prOgr'EllllS which in 
effect would. use the precess of selecting, evel.uating and contracting 
for the feBBibility btudiee as a working laboratory for the newly 
constituted l\""EC. The idea also was supported by the Mission becauae 
of the ~ell documented necessity for S'Pecific feaei'b1.lity studtee of 
capital investment proposals. A case in poirJt is the proposed 
road between Juticalpa and Puerto Cantilla 011d the re:Lated port 
improvement at Trujillo. ThiB high priority project has been 
delayed for almost two years because of lack of an adequate study 
and sufficiently accurate cost estimateso J?unda for the feasibility 
study have not been available until CABEI recently and reluctantly 
authorized a loan to the GOH for th:ts purpose. 

Decree Law #30, paese(l on October 8, 1965, acconrpliahed many of 
the recorrrrnendations made previously regarding the NEC. '11he organiza-
tion, whose name will be changed to the Superior Council for 
Economic Planning, will be directly responsible to the President; 
its director will have ministerial rBllkj it will be responsH~le for 
the :formulation of public investment :Plana for ca:riital improve:m.ents; 
it will have authority to evaluate the execution of these plans by the 
res:riective min1.atriea and make recomm.enda:tions accordingly; and, it 
will BEsist the ministries 1.n ca_rrying out their own planning 
responsibilities. 

During the months of June - September, 1965, the Inter~Araerican 
Develapment Bsnk r'3vealed an :!.nterest in participating in the 
program to the extent of a loan of' $3'T), 000 to fund three years 
a seven-man team of' technicians to work in the NEC and the planning 
offices of' the vsrious ministri.es. The Mission is informed by the 
local IUB repreaentative that thei:c:' loen is in the f1nal stages 
of processing. Negotiations with the l\YEC regarding the use of 
additional or supplemental U. S. conau.ltants, includ:Lng perhaps a 
PASA group from the Bureau of Public Roads, are cont.:'Lnuing at the 
request of the Direc:tor of the NECo However, until such time as 
the assj_gnmentB of the IDB technicians are better specified, a 
T. A. ~OmJJonent to this loar1 cannot be justified. Thus, the Mission 
is recommending only the feasibility study portion of the program. 
If the current negotiation results 1n an efficacious :proposal re= 
garding u. 8& consultants in the NEC, the matter will be :presented in 
the form of a requeet :for an amendment to this loa.n. 

UNCI"".t\SSIFIED 
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C. DE'r.A_:;T..JED DESCRIP'.HON Oli' THE PRO,JE:CT E ,.... ___ .... ~ __ ____..__,,,,__ 

1. Area.a to be Studied 

rrhe loan application submitted by the NEC lists a number of 
specific proJecte under nine ma.jar headings. 'rhe a.p-plication has 
been reviewed by the project comm:tttee and it has -been determined 
that some of the projects a.re not of high priority and that some 
sectors ha:ve B~lready been a.llotted suff:Lcient feasibility study 
funds by other intermediate lending agencies. Examples are the 
World Bank loans for power Md ports a...'1d the IDB loans for water 
systems. Each of these loans includes provisions for feasibility 
studies., 

'11he mr:t.jor categories which the :pro,ject committee feels to 
be of first importance and which will be described as eligible in 
the inrplementat ion letter, together w:i.th baclrground comments on 
each, are as follows: 

a. ~ - Estimated Amount $100, 000. r:l:'he inadequacy of' 
the Hondm~an road system hs.s been officially recognized by the 
Central American countries 1n the dec1sion to aJ_locate a greater 
than proportionate sha1·e of the Integrs:cion Fund to the Hondm·an 
"integration road.s." A.LD. Loan No. 522,-L-013 7 signed November 25, 
1965, will assist in financing the construction of 602 kmB. of 
secondary roads, or almost double the existing secondary road net
work. This loan, only the first step in a continuing process, con
templates the ctevelo:pment within one yeeJ' cf a na:tional secondary 
road plan which will list and p1·ioritize, and thereby provide 
candidate :proLjec·ts for studies, all such roads to be developed within 
the next severaJ years. See Annex II for a listing of probable 
road :projects. 

t,, };}::T.~!i·~ - Estimated Amount $100,000. The Direccion 
General de Irrigacion was reactivated in 1964 within the Ministry of 
ll2tural Resov1·ces in recognition of the water problems faced by 
Hor:dlffe''o, Though v:lrtually all zones have a substantial average annual 
ra.:i.nf21LJ the roJ_n -cends to occur in a definite season resulting in 
droughtlike conditions dur:Lng the remaining monthB of the year. 
Tremendous benefits, both in new crop cycles and in year-round 
:pasture usage, could be gained by better water maJ:tagement. Several 
areas have been suggested as zones for study of irrigation :projects 
(see Annex II). Prefeasibility studies have already been completed 
for the Choluteca, Olancho and Yoro areas. 

UNCIJ\.SSIF'IED 



~ ,;, O~J!«'! v/u°l,(;,l' f\t;norn•ces T>ev~1[(ih': L . Ir;; fi\:; ·l!il [. 

,t l , OOO-$t?OO ~·ooo:~ ~A-it~uly.}{erf'OJ.;ile.d.-~for the-MJH n 1 \ m 1 n 1 )f~eember 
i 96!1 by the Xnter-.Amer:l can Geodet:lc Survey Btaft' 1 nd.:lc:u:tf~d oevci ~11 
JH1frn1ble areas for 1rrtgatlon pro,1e 1~ tn and nJno commented thut other 
l lkely stteti would be more au:l.ted to a. program of ground water 
resources development than to lrrigation becnuee the following two 
fact.ors: 

( :l) the fa.ct that at least one crop cycle was possible 
because of the rains during at least a few months 
of the year, which woul6- make the economic 
Just:tficn:Uon of J.pcJ•ge capltnJ. investments more 
dtff:lenlt. tn thBt the Ju.r:tt'f:!.c13.tton would then 
depend ou produetion lnc1·eaBes 
production; 

( :i:l) the Homewhat cknibt:fll1 n.bt11t.v of 
la~ege groilps of f1ix·m(:rs to 
1J-l.Ul2,:1'fU11 .'3Jl(.i 

:::r than new 

necessar:Uy 
n1 1.rr1ga:t 1on 

i :..:11ted 
agr:i p1'a'3tices, 'l'hls atudy lead 
to 'the of' gro"Lmd water resou_rces develop-
ment descri.h:::d in IF..H form in Country Prog:ram 
Book for ¢ 1I'he ini tlal of this 
program will consist of :feas:!.bllity Htudies to 
detenntne 1:11 tes :for i;onds, ;:md wells 
and the charaete)•laticH of certain 
areas which studies cou~i d_ more cally 1)e funded 
under th1i:> oe.Jl. 

ultm·f:ll team is work1.ng with the 
D:l..reccton Genend de c:ton and the Agricult,u.raJ Mlnistr.r in de
ve -t11e '~:c ~ >::1·L11 ~·ur tlle :1.n:'tL:il ground w.:.:it :cesou:cce s t.udies. 

Amc,m1t $5'.), 000-$100, 000. 
IndustriaJ. Promotion 

department has not 
coirt:cucttng for industrial feasibility 

e ty of its own however, the 
been amply dernonstra-ted. The Mission has, 
four ;tndustrial f'easi1Ji1 stud:les and 

resulted in a new :plant" Each project was not of a :·egional 
(Le~ Central America) na.t ure and therefore couJ~d. not qualify for a 
ioan from CABEI (Central Amer1can Bank for Economic Integration). 
'I'be mechan:!.cs for the use of :funds of thhi loan :ror :!.ndustrial studies 
nave not yet been f'ully worked out; Le. whtd:,her the cost o:f the study 
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vrouUl 110 pcurned on to the ul·t:tmate investor or borne by the government .. 
Howeirm·, NntionnJ. Development :Bank 1-~ai3 shown auf'fid.ent intereet to 
vm1·nnt the 1nclnaion of' the industrial category aB elig1.ble. 

e. ~~9~_£:0Ject~. ~- As the implementation of this loan 
1n-or~ccd.n oLhel' projects mn~y· orise which merit e1.ther pref'eas:tbility 
or J'e!lrdl:d.l:l:Ly study. Prov:tsion will be made for i;he 1.nelueion 
of llf!W c:ntegnd es or projects subject to the mutua.1 agreement of the 
l) ort :t e s . 

1I1lie GOH, through the NlW, w:U.J submlt 1'.::!quests ·to the MJ.ssiou 
for the fund:!.ng of each individual :prefeasibility or feasibility 
study or survey.. r.rhe pref'eariiM.lity Htucltes or surveys will produce 
information upon which t.o d.ctermine ancl to select pro,jects for further 
specific feasibility studies" The reques~c s!lould include al.l available 
in:!:'o:rmation that vouJ.cl be of use to the M:Lssion :in eVa.luating the 
request.. ·when available thiB shou.ld inc111de J 1)1i_t not be l:l.rnitecl to, 

Agency within the non thc:;,t. w11l wi.gn and adm:Lnister 
the COtYLl'""HCt, ~ 

j. Shm't clc.:scri1>t.jon of the objective of' the investiga
t1.on n_x;_,:J. how the rem1lt:ing inf<»:rn1at:! on croi. be used in 
the evalunt:Lon of' the pro,j ect 1 s priority for further 

, m' for other- 1n:':i. orj_ty nturllcs. 

l;. Descr::tpliou o:f p·:_'C'/:lOllfi stud:tes and their availability. 
(Jr mraJlable to the: m~c they should be included in 
t.11,~~ a)_Yp1 icr.ft1._on.,.) 

UN CIJ\BSI.'F'IED 



If availablei name(a) or cnglneering or techn:tcal 
conauJ:~anta that the )for1·ow(::1.· 1Jelieves 
to do the inveatigatio1l. 

l,." 

Name and location of 

'11he agency with the G' 
e.&niniater the contrn· ·· 

DRtir~rtphion of -o:cev:!.n· 
(If !;; the 
the a:flplleatlon~) 

Sco:pe o:f work for 
the Borrower in the 
since it moot 1Je 
negot1.at1.ons can b•::: 'L 

6~ Contr1button 

T ~ Pr1.or:tty and 
development project 
j_a to ··be m1der·tt>J\.,~n 

wa.v it w:i.ll be catT:ie 
f:tnax1ci.ng, addi t iona1 

8.. Est1mated total co.et 
if po.ssfble, of forej. 
est :tmated eJnoun-t of J 
contrilmt ion. 

9. · Eat1.mated t,ime 

subp1•oject ... 

wi :Ll sign and 

'.ud:f.£L nd their availability. 
tru::y should Jncluded in 

·. t1'1.>.ct .. (A. I .. D. will a.asist 
cp:ment o:f the scope -work 

·. by A. I. D. before contract 
td.;ed by the GOH .. ) 

the :project by the GOH. 

:omic jrurt:tf'1cat:ton of the 
thich feaaibili ty study 
, general statement on the 

··.rt ( :t.nati tu:t~on mechanisms, 
·,5talation, etc~) . 



~l1lk. US AtD Office of' Ca:pttal fJevelopment wiiL wot'k closely w·lth· 
NEC and the variouti ministries in establishing and clu:r:1f'yir1g the 

proc.>ldures for selecting the projects and consultants during the fnittal · 
stages of . loan implementation. 

~t1he inclusion of any new ca.ttgories, in addition to those listed. 
in Section Lpreceding, will require the approval of A.I.D• The 
US AID in Honduras will have the responsibil1ty for approving the 
projects and the :priori ties selected by the GOH. The scopes cf worl\. 
:for the contracts, the qua.lif'ications of the firms proposed and the 
coritracts will be reviewed and app1•oved by US AID/Honduras, ROC.AP and 
AID/W in accordance with existing delegation of author1.ty before 
negotiation by the GOH. 

All contracts will be made with preqmilified United States 
engineering or Central American tech..11J.cal firms e id 1-;ill be negotiated 
by the two parties without direct assistance from A.r.n. Joint 
ventures of U. S. firms and Central American firms will be acceptable 
for contracting as well as contract'! directly wj_th Central American 
firms. 

Any feasibility survey application that may appear t.) quallfy 
m1der the C.ABEI Feasibility Loan will, upon determination by 
US AID/Honduras, be sent to CABEI by the NEC. Arrangemente will be 
wnde with CABEI so that CABEI will have 10 days to determine whether 
they should accept the application o:r return it to the NEC, for 
representation to US AID. 

In approving pi_.!. •sed rrnoprojects, the US AID should ensure 
that (a) t.he proposed development project is considered of' high 
priori t.y to Honduras ' development, taking into e ccount recommendations 
made by A.I.D.; anrl. (b) there is both serious in-tent on -the part of' 
the prospective i•1vestor to carry out the deyelopment :project in the 
reasonably near future if' it is judged feasible, and a reasonable 
probability that financing for the project will be made available, 
either frrnn domestic or external resources~ 

Eff'ortB will l)e made to establish a revolving fund to finance 
futm·e :I:"eaai"billty studies. The f\:md wouJ.d be crEmted by requiring 
:fu...~her lenders to include the cost of the f'easiM.lity study in their. 
calculations of the over-all :project cost and to re:r>lenish the re
volving :fund by the amount of said studies. 



•I'he eeonom1.c benefit of this loan deriveH f'rom the accelerated 
development of Honduras that 'Will come from assem1)1ing the dt=<.:ta neces
sary f'or the rapid implementation of smmd i)roje~tB of high nationa.l 
priority and :f:'rom eliJninatlng unsound or poorly conce:tired pro,1ects 
which would vU:l'Jte scarce natior:ol resourees. The background commento 
made tn Section C l above eviden;:::e the necessity and importance of' 
this activit~y f\.>r Honduran. As perhaps the poorest and leabt de
veloped mem1)er of the Central Arner:tco.n Common Ma~eket countrtes, t ts 
chanceo of' even hold tng Jt,f:J m-m AJ!iOt1g the othero 
on the most rapid posslble :its :re:nourees for techn1c:a11y 
and economically sound projects. The gtneral economic status of 
Honduras waa discussed in greater in CAP 1fLA/Pu·Tl~-Honduras -
Malaria. Eradication. 

the 

\till be studied 

of t.he two major goalE of 
.:mpToved planning f'or 

}Jf{_;nt. cr.f ·t}1e en.·pt-tEt1 i_::t:ro<j{~cts -rAhich 
C)l' roJ __ e Jn tl1e 1~1J.t"c:l of 

Honduras, roads and irrigation projects b.::d.ng t.he 

'l111e ect i.s des z:tng, 
dire and carrying out ln Honduran by 
establ:tshing foci of technical k •)W-how ln planning in the ministries 
as l by strengthening 
ccorainat::Lon, cooperation elements .. 
It is a 

the 

f·rom the :r'ff.:C was for $1,8001 000. 
loan fm1ds for stud:tes and :for technical. 

Uut the by a proposed 
studl.es with cost estimai:ies as follows: project i;osto ·· $144., 000, 000 
and study costs - $1,800, 000. ;rhe stu<ly {:ost schedule was calculated 
on the basis of a variable percentage 7 from 1/1~% to 4</a depending on 

of pro,1ec1;, of' the total mn:ted coBt of the project. 
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Prelirwlnory review ot' the requef;t, 1\'! the M1.rrnion wl.ut'f 
indif:r;\;ted that some of the scheduled rro,jectn were of' n.. relal'iYt::l:; 
J ow priorit;v or not l'lkely tc be executed even if studied. ~L'hc 

IRR "WM -t,,._ "'ore presented at the wnoufft of' $1,800,000 including 
u component of $5ltO, 000 f'or technical assistance even though the 
MissJon staff felt that the project and study cost estimates were 
reasonnhJy acc1u·o.te. Intensive review was author:tzed for a loan 
of up to $1, lt00,,000 with no technical assistance component 1 expect-
1ng tllnt the Inter·-lunerica11 Development Bank would flmd the 
~-.edmtcal 1.wslstance. 

A separate IRR wnn in·esented in the :F'Yl96T GAP for a 
wnte1· re<1ourceG deyeJ l'f!llent tcLm which ine1udes :i'l;{lO, 000 f'or feDS11Ji1ity 
studies to be uned over several. yee1·s. ~:'h:ts project was not included 
in the schedule submitted by the NEC or in the calcuJ.ations of' the 
Mission staff :prior to :pre:paring the IRR for this loan. Nevertheless 1 

the feasibility study portions of the water resources development 
should be harnlled as a :pa.rt of the loc:n ·IJecause of their obvious 
relationship to irrigation :rro.jects, and the consequent necessity 
for careful plaxming and coordination, a?· 1 ·becauae the process of 
[~}Jpro-ving and pay:tng for the study contracts :is 1dent:Lcal to tbe 
work to be lJerformed under this loan. 

Dtu:--i11g the 1:e:riod o:r 1n·ter1e:L\re ~c2·yte-w· it lH-is bee11 
determ:tned ~het some of the rru1cior categories included in the loan 
ap:plJcation should not be inc:J.uded aE l:Lkely aree..s within which to 
make studies financed ·oy this loim. 1I'he Inter-America..vi Development 
?s.:nk has already made two loar:s for nn:m.1cipa1 water :Projects, and the 
:·elated studies 1 tc $AA1JA, t~E! '._:genc;y- in the GOH in chsxge of 
·water systems, and is considering two more loans. The World Bank 
- ·.~ ·r,n s:tgn e 12,rge loan for the irrrprovement of' the principal 
north C·JF.i.St port e..nd will in•~lude additional funds in the loan for 
:,·~. Flies c;f' t:.he other two pcrpt 2_;.·eas of greatest :potential§ Several 
s~,nc-'.,eH have e-1ready been ms•1e of the Tegucigalpa airport situation. 

'' 

Thel'ef'ore, 
;000 would 

111 Sectior1 I 

the :project coilllli:Lt.tee has concluded that a 
1)e suf'fic:Lent to cover the immediate needs 1 

C ( 1) above, and to serve as a working tool 
the NEC capability to select and administer 

i'ea.sii.Jllity studies. 'l:he };:iroject committee is sattsfied that. 
there is a reasonable ex-pectation o:f committing: $500,000 f'or 
meritable studies within the :per:tod of the loan$ As these funds 
are eJ...1Jended additional funds will be sought, either from the revolving 
:t'und or from a new loa11 ~ 

IB'lCLAHSIFil~D 
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'l'he loan w:tll be the major source of financing for ·this 

type of activity in Hondtu·as. The loan will be uaed for both 

foreign exchtlllge Md local currency costs of the study and con·~ 

nult•mt contracts. Assuming a preponderance of U. S. firms anJ. 

consultants, it ia unticipated that the local currency requirement 

'Wi.11 be mintmal. The GOH will be encouraged to -provide su:pport:tng 
£rnrviceo to the consultants as its contribution to the projects. 

Any local currency required in the operation of the loan will be 

generated tlu·ough the special letter of credit procedure customarily 

used by the Mission. 

1l1l1e loan terms and financ:ing of mi:dmal local costs, as 

proposed herein, can be justified by consideration of the (U)R 

budget, debt service and balance of payments s ilJuations in relation 

to its development plan. Thia subject was analyzed thoroughly in 

the Capital Assistance Paper No. AID-DLC/P-358 entitled Honduras .. 

Farm to Market Access Roads, Yrri tten only a few months ago. The 

analyses and conclu.sions contained therein would certainly support 

the granting of a nonrevenue lJroductng loan such as this on the 

most lenient terrrs possible.. See also CftJ? No~ LA/P-74 entitled 

Honduras Malnrie. Erad1cation for :further discussion of this sub-

The E-irport-Import Bank :Lnclicated non-interest in this 

project on January T, 1.966. 

'11he Inter-A.Yllerican Develovment Bank has indicated 

interest in fi:nanctng a portion of the project as orig1nally con

ceived. ~"hou.gh CABEI does have other A.1,D. loan funds available 

for fes..Bib1.1i~7 studies in Honduras, the pro,jects to be financed. by 

B loan are: design and definition not elig:l.ble for the CA:BEI 

nmds, Le. they are not regional in nature.. Provision has been 

>'.'!.e rcrr re:?erd.J11:; thoae sub:projects of a doub~f'ul nature to CABE! 

for a det-erm:!.nation of their llregionaJ.ity 11 before acce:pting same 

UNCLASSIFIED 
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1.rhe GOH in the 11ast has demonstrated ita creditworth1.neaa. 

Although present development efforto will increane the debt burden 

of the GOH, cai·e is lJe:lng taken to aasm·e that the burden does not 

reach urlll1anageti.W.e proportions.. The present low :percentage of 

external public debt to gross foreign exchange earn:tngs attests 

to this. The economic and financial :t"eturns to ·t:he national 

economy from this 11roject should accrue more quickly than the 

:required de1:it payment. The fact that Honduras values its stand:lng 

as a respona1.ble member of the Central American Connuon Market is 

sufficient to conclude that there are reasonable prospects of repay

ment considering the 1iberal ter-iJls" 

UNCLASSIFllD 
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bEC.:1l1ION II ~ IMPACT ON U. S. ECONOMY 

No c1mrpet11.J.on with U. S. er:terpriae will arise from this 

project. It iB ex:1)ected that the greater portion of loan funds 

wlll be pdd dJ.rectly to U. S. conauJtanta. It can also be expected 

that the impetuB this project gives to the economic development of 

Honduras will also encourage an expansion in the Honduran market 
for U. S. goocls and services. The loan provisions will limit 

vrocurernent to the Un1ted StateH and_ the Central Americnn Conunon 

Market. 

UNCLASSIFIED 
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UNCLASSIFIED 
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ClfECK l11'.S1l1 OJt1 S1fN.l1U'1'0RY CRITERIA (AI,LIANCJi~ FOR PROGRESS) 

'I'he following o1)brevJations are used: 

PAA .. F'ornign Ass'lstance Act of 1961, as amended by the Foreign 

Assistance Act of 1965. 

App Foreign Ass:l.BtHnce and Related Agencies ApprlJprie.tions Act, 

1966. 

1. FAA Section 102. Precauttons that have been or are being taken to 

assure that loan proceeds are not diverted to short-term emergency 

purposes (such as budgetary, balance of payments, or military 

purposes) or any other purpose not essential to the country 1 s 

long-range economic development. 

Anequate control will be exercised to assure that loan proceeds 

are not diverted to short-term emergency purposes (such as 

budgetary, balance of payments, or military purposes) or any other 

purpose not essential to the country 1 s long-range economic develop

ment. 

2. F'AA Section 102. Information on measures taken to utilize 

United States Government excess personal property in lieu of the 

procurement of new items. 

Language ~ill be inserted in the LORD Agreement establishing pro

cedures for the utilization of' U. S. Government excess property 

in all cases possible. 

3. FAA Section 102. Information whether the country permits, or 

fails to take adequate measures to prevent, the damage or des

truction by mob action of United States property. 

Available information does not indicate that the GOH permits mob 

destruction of U. S. property. 

4. FAA Se..:::,t.ion 201( d). Information and conclusion on legality (under 
laws of country and United States) and reasonableness of lending 

and relending terms of the loan. 

Loan funds are to be loaned at rates of interest which are not unreason.,. 

able or illegal for the Borrower and are within the limits 

established by this Section. 

UNCLASSIFIED 



FAA Section 2/l~ o). 
econom:1.c development 
people. 

UNCLASSUi!ED 
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Manner :!.n which loan will promote country's 
and contribute to the welfare of ita 

This loan-financed project will promote the cotmtry' s economic 
development and contribute to the welfare of' its people by 
:ldenti.fying those capital investment projects which are of 
greatest priority and therefore most capable of quickly :improving 
the welfare of the people. 

6. FAA Sectio_n . .2..2)-{ b) ( 1J. 1':Xtent to which colmtr,y is adhering to 
the principles of the Act of Bogota and Charter of Punta del 
Este and is showing a responsiveness to the vital economic, 
political, and socie.l concerns of its :people, and extent to 
which country has demonstrated a clear determinatlon to toke 
effective self-help measures. 

Account has been taken of the Borrower's odherence to the 
principles of the Act of Bogota and the Charter cf Punta del 
Este, and the Borrower's responsiveness to the vital 
economic, political, and social concerns of its peo~le. The 
Borrower's recent legisJatjon reconstitut:l.ng the NEC evldence 
its willingness to adopt measures consistent with the Charter. 

7. FAA Section 251(b)(2)_. Information and concLu.s:Lon on activity's 
economic and technicaJ soundness. 

'rhis activlty has been found w2ono:m1.enlly a.r'l'i technically sound. 

8. FAA_§ect~on 251(2_2.L3l· Information illld conclusion on activity's 
relationship to and consistency with other development activities, 
and its 2ontributton to reali.za~ble long-range objectives. 

This activity has 1:1 basic oignificance for all Borrower's 
deYe1opmerrt activities, and will play an essential part in the 
rea 1 iz2t lon of long~range objectives. 

9. FAA Section 25l(b )( 4). Information and conclusion on possible 
effect.a on u. S. economy, with E::pecial reference to areas of 
substantial labor surplus. 

This activity will have no signtf:tcunt direct effect on the 
U. s. economy, and no competition with U. S. enterprise will 
res ult directly from it. 

UNCiiASSIFIED 
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10. FAA Section 2:z1t~l· Information and concluaion on availability of 
financ :!.ng from other li'ree World sources, including private 
smu·ces 'Within the United States. 

Finnnc:l.ng for th1s activity is not available from other Free World 
aourcea, including private sources within the United States, on 
femli b le terms. 

LL 1''/\A Section ;~5_J ~W.· Information and concluslon on cRpad.ty of the 
country to repay the loan. 

It appears reasonably certain that the Borrower will be capable 
of repaying the loan. 

12. F'AA Sectioi: 25JJ~l: Infornmtton and conclooion on country's efforts 
to repatriate capital invested in other countries by :lts own 
citizens, 

It appears that the Borrower is attempting to repatriate capital 
invested :tn other countries by its own cl tizena. 

FAA _ _section 2.2_1.(El. Information and conclusion on reasona"ble 
prospects of repayment. 

It appears reasonably certain that the Borrower will be willing 
and able to repay the loan. 

14. !'..A.A._S~ctipn .2.2ll!32· Information and conclusion on availability of 
an application together with suff:i.cient information and assurance a 
to indicate reasonably that funds will be used in an economically 
mid tech.nlca lly sound manner. 

The Borrower has made a formal application for loan-funded 
assi~;jtance h1 th1.s activity, and A. I. D. has received sufficient 
iu and assurance to indicate reasonably that funds will 
;·H:: an economically and. technically sound manner. 

~,. ' ,.. , • ·• " '"'] 1 ,... '\ I f ti d 1 i n f l t !:.!."'":.12. .:i.e~9_d._c:._?_:.'...2L. n orma _on an cone us o on use o oan o 
assist in promoting the cooperative movement in Latin America. 

This project is not directly related to the :promotion of the 
cooperative movement in Latin America. 

UNCLASSIFIED 
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tl. !_';'11~ Sect}.yp_?2.?~{!12.· 'J'otal amount of money under loun wh:tch Jo 
going dtreotly to privnte enter:priae, is going to J.ntermediate 
credtt 1nst:i:tutiona or other borrowe1·s for uae by private 
enterprise, is be1.ng uned to f'inH.nce importa from private 
sources, or is othe1~wtse being u.aed to finance procm:ementa 
from prlvnte aourcea. 

All lonn funds are beJng mude avnilnble to the Host Oovermnent J 

however, 1rnbBtant.inlly nll funds wt LL 11e uBed 1W the GOJI 
for study contracts with private consulting firms. 

'[. F~ec~ 60~. Jnf'ormntlon n11d conclua:torw whether loan w:U 1 
encourage effort.a of the co1mtry to: ( H) 1.ncrease the fJ.ow of 
international tradeJ (b) foster private initiative and com
petitionJ ( c) encom·age development and u.Be of cooperatives, 
credit unions, and savings nnd 1.oa...'l arrnociationsJ (d) d:1.scourage 
monopolistic 1)raeticesj (e) 1myn:ove teelm:Lcril. effkiency of 
industr,:r, t 1.u·e J nnrl corrrrneree; £<t1d ( free 
labor unions. 

1l1he benefits of this project w:U1 encourage efforts of the 
Borrower to increase the flow of international trade, foster 
private initiative and competition, and improve the technical 
ef:f:l..cieney c,f agriculture) industry and conrrn.e1•ce. 

18, FAA Section. 601(p). Information and conclusion on how the loon 
will encouragE: U. S. private tr a.de and_ investment abroad and 
how it -will t.~ncom:f:l.ge private U. S. participation in :foreign 
assistance programs (including U. S. private trade channels and. 
the se:rv1.c::.:B of U. 3, enterprise), 

Private Gecto:c per·ticipation in this project, will be s1ib
ntm1tiiu i HB Hlmoat al.1 of the lOf.m funds will "be used for 
study ccnt~'1:;.cts wii~h _private sector conaultlng fund.E. 

Conclusion and supporting in:f'ormation on 
Congressional policy that engineering and 

se_ vl(:eB of U. S. firms and their affiliates are to be 
used 1.n connection with capital projects to the maximum extent 
consistent with the national interest,. 

Procurement of engineer:l.ng 01"' professional aeryicea finar..ced 
under tld B loan will 'be ltmtted to the United States or the 
Central Amer lean Common Market. 

UNCI.J.SSIF'IED 
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:·o. }'Aft Se~t1un 60;~'. lnformut:!on und curl\:l ud tuns whethe:i: lonn will 
perrritt American small buBiness to partici:r;mte equitably in the 
furnishing of goods and services financed by it. 

Through the study contracts to be financed by th:I.s loan, U.S. 
private participation in the foreign ass:lstance program w:U.l 
be directly st:i.mula.ted. 

21. ]'A~ Section 6oh( o. )z Ap;p .. Section 108. Compliance with restriction 
of conunodi ty })rocu.rement to Un:l:ted States except as otherwise 
determined by the President and subject to statutory reporting 
requirements. 

Equipment, materials, and services (except marine insurance) 
financed ':tnder the loan shall have their origin in and be pro
cured from the United States or Member Countries of the Central 
American Common Market. U. S. dollars utilized under the lr~~ 
to finance local currency costs sha2..l be made ava:I.lable to 
Borrower or its designee through appropriate procedures, and 
shall be used only for procurement j_n the United States. 

22. FAA Sect:l.on 60_4.(b). Compliance with bulk commodity procurement 
restriction to prkes no higher than the market price prevalling 
in the United States at time of purchase. 

Any commodities financed by the loan and purchased in bulk will 
be purchased at prices no higher than prevailing U. S. market 
prices. 

23. EAAJ3ection 6o4(dJ. Compliance with requirement that merine 
insurance be purchased on corr;mod.ities if the host country 
discriminates, and that such insurance be _placed in the l.!nited 
States. 

I:t' the Host Country discriminates against any U. S. marine 
,crance company, any commodities purchased with loan fundf.. 

shall be insured against marine risk with a U. S. company. 

~-~:c., £'~8-!:Se·~tion 611{a,)(1). Information and conclusion on availability 
of engineering, financial, and other plans necessary to carry 
out the Jssistance and of a reasonably firm estimate of the cost 
of the assistance to the United States. 

Necessary technical and financial plans have been completed, and 
a reasonably firm estimate of the cost to the United States of 
the activity to be financed has been obtained. 

UNCLASSIFIED 
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25. !,AA Section 611.(a){2). Necessary legislative action required 
within recipient country and basis for reasonable anticipation 
such action will be completed in time to permit orderly 
accomplishment of' pm:-poses of loE;J.n. 

Host Government ratification of the loan 1s expected promptly 
following execution of Loan Agreement. 

26. FAA Section !'.ll.l(b), App. Section_lQl. If water or water
related land resource construct:!.on :project or :program, in
formation and conclusion on benefit-cost computation. 

Not applicable, as these funds will be uaed to develop the data 
on such projects. 

FAA Sect..;;~. 6.J).~(.c1. 
for construction be 
practicable. 

NOT APPLICABLE. 

Com1)liance with requirement that contracts 
let on competitive basis to maximum extent 

;~fl. FA.A Sections __ 612(bJ and 636(hj. Appropriate steps that have been 
taken to assm·e that, to the maximum extent possible, the 
country is contributing local currencies to meet the cost of 
contractual and other services and foreign curi·o:;ncies owned by 
the United States are utillzed to meet the cost of contrac·tual 
and other services. 

1I'o the ms)cilnwn extent possible the Borrower is contributing local 
currencies to meet the cost of contractual and other services, 
and the United States O'wns no local currency that could be used 
for this project. 

29. FA.A Section 619. Compliance with reg_uirement that assistance to 
newly ~Lnclepend.ent countries be furnished through multilateral 
orgenizc.tions or plans.to maximmrr extent appropriate. 

NOT APPLICABLE. 

30. FAA S.ection 620(a), App. Section 107(a). Compliance with prohibitions 
against assistance to Cuba and any country (a) which furnishes 
as.eistance to Cuba or failed to take appropriate steps by 
February JJt., 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 regietry from carrying items of primary strategic 
significance, or items of economic assistance to Cuba. 

UNCLASSIFIED 
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No nf3sistal1ce will be furnished lUld.er this loan to the present 
government of Cul)a, nor does the Borrower furnish assistance 
to the present government of Cuba. The :Borrower has taken 
nppropr•iate steps to prevent ships or aircraft under its 
registry from enga.ging in any Cuba trade. 

:n. 11'AA Bectior!. 620(b). If assistance to the government of a 
counti'.Y, existence of determination it is not controlled by 

the international Communist movement. 

The Secretary of State has determined that the Borrower is not 
controlled by the international conunlUlist movement. 

32. FAA S~ction 620~c). If assistance to the government of a 
country, existence of indebtedness to au. s. citizen for goods 
or services furnished or ordered where such citizen has 
exhausted available legal remedies or where the debt is not , 
denied or contested by such government or the indebtedness 
arises under an unconditional guaranty given by a:i.ch government. 

The Borrower is not lmmm to be indebted to any U. s. citizen 
for goods or services i'urnished or ordered where such a citizen 
has exhausted available legal remedies or where the debt is not 
denied or contested by the Borrower or the indebtedness arises 
under an unconditional guaranty of payment by the Borrower. 

33. FAA Sectio£'-... 620(.d)_. If assistance for any productive enter:prise 
which will compete in the United States with U. S. enterprise, 
existence of agreement by the recipient country to prevent 
export to the United States of more than 2~ of the enterprise's 
annual production during the life of the loan. 

N01' APPLIC.A:BLE .. 

34. F'A.A. Section 620~ If assistance to the government of a 
c01.mtry, extent to which it (including government agencies or 
sub-divisions) has, af'ter January 1, 1962, taken steps to 
repudiate or nullify contracts or taken.any action which has 
the effect of nationalizing, expropriating, or otherwise seizing 
ownership or control of property of U. S. citizens or entitles 
beneficially owned by them without taking appropriate steps to 
discharge its obligations. 

UNCIASSIFIED 
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The Horrowel' (including Government Agene:!.eo or subdivisions) h 

not tnk.en steps since January 1, 1962 to re:pudiate 01· nulli:f'~· as 

contrncts or taken tmy action which has the effect of natiorn:il:l.zing, 

eXpr~p~iat~ng, ~r otherwise seizing ownership or control of 

property of U. S. citizens or e tit1 b , · 
with out; tnk1 n a r ~i ., n -.ea enef iciully owned by ·them 

specified in ~hi~P s~~ti~;: ,,teps to d:l.scharge its obligations ns 

35. fAA Section 620{ f) 1. A;EJ2,• s.~c_:t}on 102. Compliance with pro

hibitions against assis~ance to any Communist country. 

Assistance provided unde-_· th:ls lonn wtll not be furnlshed to 

any Communist country. 

36. FM Se~:ti_on, ~2.0{.S.l• Compliance with prohibition against use of 

assistance to compensate owners for expropriated or 

nationalized property. 

Assistance :prov1ded by this loan \.Till not 1)E:: used to compensate 

f'or exJXecrprif.lted or nat:tonalized property. 

FAA Se_s:tJop. ~_?_O(h.). ourplia.nce with regulations and IJt'Ocedm·es 

adopted to insure against tme of assistance in a manner which, 

contrary to the 1Jest intereBt of the United States, prom0tes 

or assists the foreign aid -projects or activities of the 

Communist-bloc countries. 

Assistance provided by this loan w111 not be used in a manner 

which promotes or assists foreign aid. projects or activities of 

the Cornmunist bloc countrie:3. 

!J.'~ct_:1:52p .62,0SJ2. Existence of' determination that the 

::::01mtry is engaging in or :prepa:d.ng for aggressive military 

efforts~ 

'I'he President has not (letermi:nea. that t:ie Borrower is engaging in 

:· ri:t't:p2r:Lng for aggressive military efforts. 

39. r/0 ~.c:t.ion 620{!0_· If construction of productive enterprise 

where aggregate value of assistance to be furnished by United 

States will exceed $100 million, identification of statutory 

authority. 

N01r APPLICABU~. 

UNCLASSIFIED 
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110. FAA SecL.ion 6?0(1).:_ Compliance with prohibition ugainst 
assistance after December 31, 1966, for the government of e 
country whlch fails to institute investment guaranty prog.:am. 

The Borrower has instituted the investment guor:mty program. 

lll. 'FM Section 620(n)J App. lO'[{b}. Compliance with prohibition 
against assistance to countries which traffic or }Jermit 
treffiekfi1g with North Vietnam. 

Available information reveals no case of ·craff'icking with 
North Vietnam. 

42. FAA Section 625{0). If country has seized, or imposed any 
penalty or sanction against, any U.S. fishing vessel on account 
of its fishing activities in int.ernational waters, information 
on the consideration which has been given to exc:lu.ding the 
cotmtry ~rom assistance. 

There :!.s no current outstanciing dispute in Honduras regarding 
seized U. S. fishing vessels. 

43. FAA Section 621. Jnformation and conclusion on how the loan 
in providing technical assistance will utilize to the fullest 
extent practicable goods and professional and other services 
from private enterprise f)n a contract basie. If the facilities of 
other Federal agencies w"il.l be utilized, information and con
clusion on whether they are pa.rt.icularly suitable, are not 
competitive with private enterprise, and can be made available 
without ur1due interference with domestic programs .. 

Substantially all the loan funds will be disbursed through 
contracts with private, professional and other consulting firms. 

1~4. App. (Section Unnumbered). Use of funds to carry out FAA 
Section 205,. which pertains to IDA~ 

App. Section 102. Compliance with requirement that payments in 
excess of $25 1 000 for architectural and engineering services on 
any one project be reported to Congre3s. 

Obligations of funds in excess of' $25, 000 for architectural and 
engineering services on this project ~ill be reported to 
Congress. 

UNCLASSIFIED 
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46. Ap;p. Section 10!±_. Compliance with bar against funds to pay 
pensions, etc. 1 for mili ta.ry personn~l. 

),<1 
' I • 

Funds obligated by the loan and local currency generated 
thereby will not be used to pay pensions) annuities) etc. 
&s prohibited in thia Section. 

A:eI:· Secti,on 106. If country attempts to create distinctione 
because of their race or religion among Americans in granting 
personal or connnerciaJ. access or other rtghts otberwi!'le available 
to U. S. citizens generally, application which will be made in 
negotiations of contrary principles as expressed by Congress. 

No case is knvw of attempts to create distinctions in the 
granting of rights to American citizens. 

1~8. AJ?I?· Secti_o,n 111. Compliance with existing requirements for 
security clearance of :personnel. 

This requirement will be enforced. 

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

A.I.D. will approve any :firms providing services for the 
project and financed 1mder the loan and the terms of any con
tracts under which such services are provided. 

~;p. Section 1111'. Compliance with bar against use of :funds to pay 
assessmentsJ etc., of U. N. member. 

Loan f\mdB will not be used to make any payment tn the U .N. 

51. AJ.?P• S~_:t_!on 112. Compliance with regulations on employment of 
U. s. and local personnel for :funds obligated a~er April 30, 
i96lt (Regulation T), 

52. 

Fund.B made available under this loan will not be used for the 
construction of any facility. 

A,EJ?· Section 401. Compliance with bar against use of funds for 
publicity or propaganda purposes within United States not heretofore 
authorized by Congress. 
Loan funds will not be used for publicity or propaganda purposes 
within the United States. 

UNCLASSIFIED 



SJ\MPI,E I1IS'11 OI' S'I'UDY AND SURVEY PHO.JEC'fS 

I. Roads 

A. Ac,1•<:1rn Ro.'1ds (:Le. in nddit:l.on to group of 16 :tncluded 
tn recent *5·:::· mlllion A.I.D. li'arm to Market Accer~~; 
Rond Loan No. 5~'?-I,-013) 

1. 

3. 
l~. 

5. 

TRlAnga - Cefu·os - Sulaco - Yoro 
Yamarnngul1 a - Candelaria (Ramal a Gr&ndique) 
Cnndelnria - Ca!nasca - Comoncagua 
Azacualpa - San Pedro - Catacamas - Aranda 

(Nispero - San Rafael) 
Coray - La Libertad Reiteca 

6. San Marcos - San Juan Guari ta - Gw=:ri ta 

B. National Roa els (as opposed to regional roads which we 
assume will alj_ be financed through CABEI - Le., t:he 
studies.) 

1. Santa Rita - El Negrito 
2. El Porvenir - Yoro 
3. C11lmi - Irio11a 
4. Rio Hondo - Talanga 
5. San Miguel - Erandigue 
6. Sabanetas - Colomoncagua 
7. Yoro - Olanchito 

II. Irrigation 

l\ Irrigation District of Olancho and Jalan 
.1-:l.. • 

B. Irrigation District of Nncaome 

(' Irr ig:=-,tion D~Lsti-·ict of Choluteca " . 
D .. Irrigation District of Goascoran and TJangue 

UNCLA.SSIFIED 



LOAN AUTH0l:UZA.1I1!0N 

Provided from: Alliance for Progress 
Feasibility Studies HONDUHAS: 

Pursuant to tl1e authority vested in the Deputy u. s. Coordinator J 

Alliance for Progress by the Foreign Assistance Act of 1961, as 
amended, ancl the delegations of authority issued thereunder, I 
hereby autl10rize the establishment of a loan pursuant to Part I, 
Chapter 2, Title VI, Alliance for Progress, of said Act, to the 
Government of the Republic of Honduras ( 11Borrower") of not to 
exceed five hundred thousand United States dollars ($500,000) to 
finance the United States dollar snd local currency costs of 
equipment, material, and services necessary for the conduct of 
certain sectoral or resource surveys, prefeasibility studies, and 
feasibility studies~ this loan to be subject to the following 
terms and eonditions: 

1. Interest and Terms of Renavment. Borrower shall repay the loan 
~- (" tr) to the Agency for International Development A.I.D. in 

United States dollars within forty ( 40) years f'-.com the first 
disbursement under the loan, :Lncluding a grace period not to 
exceed ten (10) years. The Borrower shall pay interest to 
A.I.D. in United States dollars on the disbursed balance of 

loan of cne (1) pe:rcent per annum during the grace period 
and two and ,me·-half (2~) :percent per annum thereafter .. 

2. Other 'l'erms and Conditions: -----
(a) ALL sul1proj w:!.:Ll be subject to prior approval by A.I.D. 

(b) AD. sul)projects which in the judgment of' A.I .D. may be 
for by the Central American Bank for 
Integra:tton CABEI) will be submitted by 

Borrower to organization with a request for financing 
approval i'or financing under this loan will be 

given by A.I.D. 



J~qutpment, mo,terials and services (excep·t shipping and 
marine insurance) financed, una.er i~h0 loan shall have 
their orlgin :Ln and he procured from the United States 
or Mi:;niber Countries of the Ce1rl;ral Amer:l.can Common 
Ma .. rket. Shipp:lng fj.nanced under the loan shall be 
procured from the Un:tted States, and marine insurance 
f:tnonced tmder the loan shall be placed ln the Uni tea. 
States with a company authorized to do marine insurance 
business in any state of the United St.ates. 

( d) United States dollars utilized under the loan to finance 
local currency costs shall be made available to Borrower 
or its designee through appropriate procedures and shall 
be used only for procuremen-t in the United States .. 

(e) The loan shall be subject to such other terms and condi
tions as A.I.D. may deem advisable. 

Deputy U. S. Coordinator 

Date 




