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MEMORANDUM FOR TIIE DEVELOPMENT I.OAN COMMITTEE
SUBJECT: Honduras: TFeasibility Studies (Increase)

Attached for your review ere the recommendations for an
amended authorization increasing bty $500,000 a loan in an amount
of $500,000 made to the Government of the Republic of Honduras to
finance the United States dellar and local currency cosuvs of
equipment., matsrial, and services necessary for the conduct of
certain sectoral or resource surveys, prefeasibility studies, and
feasibility studies.

Flease advise us as early as possible butl in no event
later than close of business on Tuesday, ipril 22, 1969, if you
have a basic policy issue arising out of this proposal,

Rachel C. Rogers
Assistant Secretary
Development Loan Committee

Attachments:
Summary and Recormendations
Project Analysis
ANNEXES TI-IV
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April 11, 1969
HONDURAS - FEASTBILITY STUDY LOAN TINCREASE |

SUMMARY AND RECOMMENDATTON

BORROWER: The Govermnment of Honduras
EXECUTING AGENCY: Superior Council of Economic Planning

AMOUNT OF LOAN: This paper recommends an increase of $500, .00 in
existing loan No. 522-T.-015 to a total of $1,000,000.

LOAN TERMS: Repayment in dollars within 40 years with 10 years'
grace on the repayment of principal. Interest at 2% per annum

during the grace period and 3% per annum thereafter for the new
funds.

DESCRIPTION OF PROJECT: The funds provided by this loan will be
used to finance dollar and locrl costs of sectoral or resource surveys,
prefeasibility studies and feasibility studies of both government
executed infrastructure projects and for certain private sector
investment 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 coordinate and
supervise the loan by evaluating the study proposals submitted by
the various ministries and determining which are of sufficient
priority and timeliness to warrant prese:tation to A.I.D. for
financing, Studies will be made for possible projects in roads,
agricultural development including irrigation, industrialization
and tourism.

PURPOSE OF PROJECT: The studies financed under this loan will
enable the Government of Honduras to identify and determine the
economic fegsibility and potential of selected development
projects as well as to provide adequate engineering, economic and
financial data for spplications for external financing of such
projects.

BACKGROUND: This loan is an addition to Loan
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522-L-015 which was authorized in February, 1966.
One study, the Central Highway, has been financed
under this loan to date and has required all but
a small amount of the available funds, The
Superior Council for Economic Planning has ident-
ified several additional studies it believes
should be undertaken in the near future. The

GOH planned to request an increase to the loan

of almost $2,500,000 but, after further discus-
sions with the USAID about the studies to be
financed, decided to request $560,000 for

studies which are in an advanced stage of plan-
ning.

OTHER FINANCING: The Eximbank on April 17, 1967
indicated it had no interest in this project.
The IDB on May S5, 1967 and the IBRD on April 5,
1967 both stated they did not wish to consider
loans for this purpose.

MISSION VIEWS: The Mission considers this a pri-
ority project and recommends its approval.

STATUTORY CRITERIA: The statutory criteria for
this loan have been met (See Annex 1).

ISSUES: None

RECOMMENDATION: Authorization of an increase in
A.I.D. Loan 522-L-015 not to exceed $500,000 to
the Government of Honduras under the following
terms and conditions:

(a) Repayment within forty (40) years from the
first disbursement, including a grace period of
ten (10) years;

(b) Interest of two percent (2%) during the
grace period and three percent (3%) thereafter;

(c) Repayment of principal ‘and interest in
United States dollars;
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(d) All conditions of Loan 522-L-015 shall
apply to this increase;

(e} Such other conditions as A.I.D. may deem
advisable.

Project Committee:
Loan Officers: Van Dyne McCutcheon
: Paul W. Fritz

Engineer : William S. Gardner, Jr.
Economist : Al Zucca

Rate of Exchange:

One U.S. dollar (§) = two Lempiras (L.)
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SECTION I - DETAILED DEESCRIPTION OF PROJECT

A. DBORROWER

The Borrower will be the Government of Honduras. The
executing agency will be the Superior Council for Economic
Planning (SCEP), successor to the National Economic Council
(NEC), which will coordinate the requests for feasibility
studies made by the various ministries and semi-autonomous
agencies of the GOH. The NEC was established as an autono-
mous institution in 1955 to advise the President on matters
of general economic policy and specifically to direct and
coordinate development planning. It became the SCEP in late
1965 when it was reorganized and given additiornal responsi-
bility. SCEP also has additional responsibilities in govern-
ment administrative reform, budget review, coordination of
certain statistical programs as related to planning, and over-
all coordination of foreign or other long-term lending to the
various governmental agencies.

The following seven representatives comprise the gov-
erning council of SCEP:

Minister of Economy and Finance (President)
Minister of Communications and Public Works
Minister of liatural Resources

President of Central Bank

President of the National Development Bank
Representative of Private Sector
Representative of Private Sector - Labor

B. AREAS TO BE STUDIED

The loan application submitted by the SCEP lists nine
specific projects under three major headings, agriculture,
industry and transportation. USAID and the SCEP have previ-
ously discussed other specific studies which were not in-
cluded in the application. Those included are considered to
be of high priority and are in an advanced stage of planning.
The principal areas to be studied, with background comments
on each, are indicated below.

1. Transportation - Estimated amount $80,000.
The 1inadequacy of the Honduran road system has Leen
officially recognized by the Central American countries in

the decision to allocate a greater than proportionate share
of the Integration Fund to the Honduran "integration roads."
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Construction work is already well underway on paving
the North road, a major highway between Tegucigalpa and San
Pedro Sula jointly financed by the IBRD, IDA and IDB. Other
road sections either under construction or being studied will
complete the basic trunk network of the country. A national
secondary road plan has been developed and numerous roads are
either under construction, being studied or designed.

The only road proiect to be included in this loan is
an inter-connection of all the trunk routes radiating from
Tegucigalpa. The North road entrance into the city is already
badly congested and will become worse when paving is completed
in two years. The South road is paved into Tegucigalpa; the
East Road is presently under study by an English firm: final
design is nearing completion for CABEI financing of construc-
tion of the road from Tegucigalpa to Danli; the Central High-
way study is nearing completion.

There are no present plans to avoid concentrating
this traffic in Tepucigalpa and increasing the already severe
congestion. The study would be directed toward interconnecting
all tne above routes without routing traffic through the city
and would also determine ways tc disperse traffic coming into
the city.

2. Agriculture - kstimated amount 720,000

a. Irrigation - £132,000

Honduras has only about 2-1/2 percent of its culti-
vated land area under irrigation, a total of approximately
21,500 hectares. uch of tne cultivated land is in production
only during the rainy season. It 1s estimated that sufficient
water is available to irrigate well over 3C7,000 hectares.

The GOhH plans to intensify irrigation efforts in various parts
of the country over the next three years to bring an additional
30,000 hectares under irrigation. It also intends to carry out
feasibility studies with its own resources for several small
scale irrigation projects throughout the country. However, the
GOH realizes that it needs external assistance for financing
studies of larger, more complex irrigation projects by quali-
fied engineering firms. Therefore, the application requests
funding for a study of the Hacaome River basin of the
Department of Valle in Southern Honduras. The basin encompasses
approximately 10,000 hectares of potentially good agricultural
land, connected to markets by existing roads.
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Although the southern part of lionduras presently accounts

for almocst all of the cotton nroduction of Honduras, never-
theless the level of economic activity of this zone lacs hehind
the rest of the country. A 19606 survey performed Ly
Stanford Research Institute on tne “Development of the

bouthern Zone' recommends a diversification program througi
irrigated agriculturce along with tne developrent of food and
fced crops and livestock. I[f undertaken, the feasibilits

study for irrigating the .acacme river basin would be closely
coordinatel with the Crop Development and viversification
Program recently approved by the Ynited lations for financing
by the U.i. Special FPund. Lstimuted costs of tne Program,
including tune GOir contribution, are almost 1.0 million.
Through agricultural resecarch, Jdesonstration plots, training,
and market surveys this u.li. Program will be an important
step towards stimulating production for local consumption and
reducing Honduras' reliance on exports of uvananas, coffee ana
cotton for its {oreign exchange earnings. Accordingly,
pefore authorizing the fiacaome study, the USAID will, among
other things, want to be satisfied that there would le ade-
quate coordiration between the cevelopment of tne study and
the U..l. Progran.

Also, the USAIDL is familiar with a feasibility study for
an irrigatior and power project in the Choluteca region re-
cently completed by a U.S. engineering firm under a CABELI
financed contract. The irrigation aspects of this study
covered plans for irrigating some 15,500 hectares located
approximately 50 kilometers from #Hacaome. The total estimat-
ed costs of the project, including the development of hydro-
electric facilities, are +32.750,000; the calculated benefit/
cost ratio was l.t:1 witn an internal rate of return estimat-
ed at 8.5 percent. In view of the large investment required
and the absence of large economic returns, the GOH has
decided not to undertake the project for the time being.
Although the Nacaome and Choluteca regions are very similar,
the GOH believes that the propcsed Hacaome study is essential
to considering any further large scale irrigation projects in
the South. HNevertheless the USAID will give further careful
review to the need of a second large irrigation study in
Southern Honduras before deciding whether to approve financ-
ing of the HNacaome study.
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b. Natural Resource Surveys - $100,000

The GOH has received bids on 1:20,000 scale aerial
photography of some 17,500 kilometers of principal valley
areas in the country. The lowest bid received was for
$58,000 from a qualified U.S. firm. The low bidder has been
invited to come to Tegsucigalpa by late December 1968 to sign
the contract; mobilization should start shortly thereafter.
The company should begin flying by January 15, 1969 tc assure
completion by the end of the dry season.

The photography is needed to determine agricultural
and natural resources development priorities, particularly
those related to agrarian reform projects. The photographs
could also be used for property evaluation wontemplated in
the USAID's Hatural Rescurces tvaluation loan being considered
for possible FY 1969 or FY 1870 funding.

A.I.D. has participated in all stages of the bid for
this photography. has approved the centracteor and will have
an opportunity to review and approve the contract before work
begins. The GOii, to take advantage of this season's good
flying weather, nas decided to undertake the photography con-
tract for its own account. Tt must be undertaken immediately
or smoke from the spring forest fires and cloud~cover the
remainder of the year will force a one year delay. A.I.D. has
agreed to reimburse the GOH for all eligible payments under
the contract if and when this increase to Loan 522-L-01% is
approved. It is therefore proposed that funds from the increase
be available to reimburse the GOH for expenses incurred under this
contract.

3. Industry - Lstimated Amount $250,000

The GOH Action Plan establishes a goal of increasing
the contribution of the industrial sector to GDP from about
13 percent in 1964 to 18 percent in 1971. They have included
three particularly promising projects in the group of studies
to be financed with thss increase.

a. Forest Products - $100,000

Almost half the land area of Honduras contains
forest stands of commercial value. International Paper Co.
and the GOH recently concluded an agreement under which IPC
will establish a pulp and paper mill to produce linerboard,
lumber and wood by-products. It is hoped that this will be
a first step in planned utilization and regulation of these
vast resources. o
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There is virtually no production of secondary
wood products from Honduras' forests with the exception of
limited domestic output of furniture and cabinet work, and
two plywood plants.

The GOH has proposed a study to develop improved
methods of drying and curing wood products, to identify market-
able products which could be produced,to locate potential
markets and do some preliminary design work. It is hoped
through this method that private enterprise will be stimulat-
ed to invest in this promising area.

b. Foundries and Metal Working - $50,000

GOH is reviewing possibilities of encouraging the
development of a private steel industry to utilize this resource.
In order to rationalize future private investment in the metals
industry, and in order to integrate this investment with the
needs of the CACM, the GOH proposes to undertake a pre-feasibility
survey to determine the needs and potential for foundries and
metal working industries for both ferrous and non-ferrous metals.

c. Tourism - $100,000

The Horth Coast of Honduras has an enourmous
tourist potential which has not as yet been tapped. All the
natural attractions of the Caribbean are present - sandy
beaches, clear water, proximity to the U.S., etc. Punta Sail
is located on a peninsula some 20 kms. northeast of the north
cost city of Tela, and according to a Porter International
study is one of the best Honduran sites for tourist facilities.
The proposed study would focus on the potential for tourism
and the specific projects needed, including transportation
facilities, for developing tourist facilities at Punta Sal.
The study would complement general surveys already undertaken
by potential private investors.

4, Other Studies

The above studies have been specifically requested by
the GOH but not all have been thoroughly reviewed by the
USAID. 1In order to be able to undertake other high priority
studies, the authorization should use the same project defi-
nition as the present loan which is "... for the conduct of
certain sectoral or resource surveys, prefeasibility studies,
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and feasibility studies, ...". Other studies considered high
priority by the GOI include: sector studies of the develop-
ment of the Guayape Valley and the Yojoa lake district, at

an estimated cost of $300,000 each; and prefeasibility inves-
tigations and feasibility studies for projects in the indus-
trial sector, such as pork meat processing, rug making, and
various other projects at an estimated total cost of $150,000.

C. EﬂfigHENTATION PLAN

The GOH, through the-~&CHP, will subnit requests to the
iiission for the funding of each individual prefeasibility or
feasibility study or survey. The prefeasipility studies or
surveys will produce inforwmation upon which to determine and
to select projects for further specific feasibility ctudies.
In order to present all available information that would be
of use to the Mission in evaluating each request by the SCLP,
the request will include, but not be limited to, the follow-
ing:

1. Prefeasibility Studies or Surveys

a. uame and location or extent of investisation.

0. Apency within the GOH that will sign and
administer the contract.

c. Short deszription of the objective of the
investigation and how the resulting informa-
tion can be used in the evaluation of the
project's rriority for further feasibility
study, or for other priority studies.

a. Description of previous studies and their
availakility. (If available to the SCEP
they should be included in the request.)

e. Scope of work for the contract.

f. <Contribution to be made to the investigation
by the GOH.

g. Lstimated cost of the study, broken into

dollar and local costs.
h. Estimated time to make the investigation.
i. If available, pane(s) of engineering or
technical consultants that the Borrower
believes are qualified to do the investiga-
tion.

2. Feasibility Studies

a. HName and location of the subproject.
b. A short description of the subproject.
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The agency within the GOH that will sign
and administer the contract.

Description of previous studies and

their availability. (If available to the
SCEP, they should be included in the appli~
cation.)

Scope of work for the contract. (A.IL.D.
will assist the Borrower in the development
of the scope of work since it must be
approved by A.I1.D. before contract ncgo-
tiations can be initiated by the GOH.)

Contribution to be made to the project by
the GOH.

Priority and general economic justification
of the development project for which the
feasibility study is to be undertaken and a
general statement on the way it will be
carried out (institution, mechanisms, financ-
ing, additional legislation, etc.)

Lstimated total cost of the study, with a
breakdown, if possible, of foreign and local
costs, showing estimated amount of loan funds
required and GOL contribution.

Estimated time for making the study.

If available, name(s) of engineering or other
technical ceoasultants the Borrower believes
are qualified to make the survey. (This 1is
not necessary until after the subproject is
approved but if available at the time of the
application, it can be included.)

The USATD and the Regional Legal Adviser will have the responsibility
for approving the project and the priorities selected by the GCH. The
scopes of work for the contracts, the qualifications of the firms pro-
posed and the contracts will be reviewed and approved by the USAID and
the Regional Legal Adviser in accordance with its existing delegations
of authority before negotiation by the GOH.
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All contracts will be made with prequalified United States
engineering or Central American technical Tirms and will be
negotiated by the two parties without direct assistance from
A.T.D. Joint ventures of U.S. firms and Central American
firms willbe acceptable for contracting as well as contracte
directly with Central American firms.

Any feasibility survey application that may appear to
qualify by CABEI Feasibility Loan will, upon determination by
the USAID, be sent to CABEIL by the SCEP to determine 1its
interest. The USAID will not approve such & project until
CABET has indicated it has no interest.

In approving proposed subprojects, the USAID will ensure
that: (a) the proposed development project is considered of
high priority to Honduras' developuent; and (b) there is
both serious intent on the part of the prospective investor
to carry out the development 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
from domestic or external resources.

Tt is anticipated thst the Loan Agreement Inerease will
be signed in the summer of 1969, and ratified by the Honduran
Corgress before the end of 1069. TIn view of the fact the amount
of the original GOH request has been substantially reduced, the
SCFP should be able to execute =11 contracts under the amended
loan within 18 months from the ratification of the Amendment
with final payments to contractors being made by 12 to 18 months
after the last contract is signed. Therefore the terminal dis-
bursement date of the amended loan will be approximately
December 31, 1972.
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SECTION TY - HISTORY OF LOAN

The origfosal feasibility study loan in Honduras, No,
522-1,-015, was signed on February 25, 1966, to finance
sectoral or resource gsurveys, prefeasibiiity studies and
feasibility studies of both government executed infra-
structure projects and for certain private sector invest-
ments proposals. It was snticipated that the greater part
of the funds would be vsed for feasibility studies of
infrastructure projects,

The SCEP signed a oogt plus fixed fee contract in
September, 1967 with a U.3, engineering firm in the amount
of $357,879 for a feasibility study and preliminary plans
for the 214 kilometer Central Highway. The order {o pro-
ceed was issued in December, 1967. Until recently, progress
has been poor due to circumstiances both within the control
of the firm and outside of its control. The results have
been that the cost has gone wp to an estimated $485,000
and the compietion date extended by several months.

Under the consultant's revised schedule, approved by
the GOH and the USAID, all field work will be completed by
the end of December, Aerial photo interpretation is being
mede by a qualified U,5, firm. The economic analysis has
been completed. The GOH is now providing closer monitoring
of the project and in view of the consultant’'s recent pro-
gress it now appears that the final report will be ready
by May, 1969 and will be within the revised cost estimate.

The delays between the dates of signing the Loan
Agreement, executing the first contract, and issuing the
notice to proceed was indicative of the SCEP's limited
capebilities during the early implementation stages of
this first loan. To date, there have been three Exe~utive
Secretaries of the SCEP since the Loan Agreement was signed.
The first Executive Secretary was repleced in June, 1967
by an individual who was also named the Director of the
National Agrarian Institute at the same time. Although
this individual is o highly cspable administrator, it
eventually became appsrent that he lacked the time to meet
the requirements of both positions. In August of 1968, the
present Executive secretary of the SCEP was appointed.
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He has been able to devote full time to his new duties and
resolyed the problems concerning the Centrel Highway fea-
sibility study in an expeditious and technically sound
manner, The USAID believes that the experience gained by
the staff of the Planning Council over the last two years
in this type of project and the willingness of the present
Executive Secretary to act quickly and follow through will
result in greatly improved performance in implementing &
second tranche to the feasibility studies loan,
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SECTION ITI. TINANCIAL AND ECONOMIC ANALYSIS

A. Yoan Amount

The preliminary request from the SCEP was for a §1,000,000 increase
to the A.I.D. Feasibility Studies loan. The IRR requested approval of a
loan up to $1,000,000 which amount was approved (See Annex ITI).

Subsequently, the SCEP developed a more specific list of priority
projects to be financed, with estimated total costs of almost $2,500,000.
However, experilence with the first A.T.D. loan and further discucsion
on the proposed studies convinced the USAID that a smaller loan would
be more within the present administrative capabilities of the GOH and the
likely availability of funding for the projects themselves. Accordingly,
the USAID is requesting $50C0,000 at this time. As these funds are
expended additional funding may well be sought.

We are financing 100% of the direct costs of the program in line with
our usual policy. The GOH will provide support in the form of office
space, vehicles, translaters, etc., which we have not tried to quantify.
Our strong interest in the program, tre departure frorm local customs in
undertaking costly and detailed studies of this nature, administ ative
difficulties and expense of financing small contracts from two sources,
provide ample justification for A.T.D. financing of =ll direct costs.

In order to provide local currency for the Project, the GOH would have
to secure legislative approval to amend the 1969 budget. This would be
difficult in the face of reductions made by A.I.D. in the local currency
component of the Agricultural Credit and Storage Loan (522-1,-018) and the
controls placed on Honduran exports of meat and brassieres.

B. Loan Terms and Local Currency Financing

The leoan will be the major source of financing for this type of
activity in Honduras. As with the first loan the loan increase will be
used for both foreign exchange and local currency costs of the consulting
contracts. Assuming a preponderance of U.S. consultants, it is anticipated
that the local currency requirement will be minimal. The present contract
with TCI is 65% dollar costs, a ratio which should hold with this addition.
Not more than $175,000 should be required for local cost financing. The
GOH will be encouraged to provide supporting services to the project.

Any local currency required in the operation of the loan will be generated
through the special letter of credit procedure customarily used by the
USAID to finance procurement of U.S. goods aud services in exchange for
local currency.

The loan terms and financing of minimal local costs, as proposed herein,
can be Justified by consideration of the GOH budget, debt service and
balance of payments situations in relation to its development plan. This
subject was analyzed thoroughly in the Capital Assistance Paper for the
Agricultural Credit & Storsge Loan, written only a few months ago. The
analyses and conclusions contained therein support the granting of a non-
revenue producing loan such as this on the most lenient teraus possible.
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There are no U.O.-controlled local funds avallable for this
project except those that are renerated through the special letter of
eredit procedure.

, ¢ 575,000 equivalent annually
from repayments ol two loans repayable in local currency. These
repayments cover only a small portion of U.S. Government local currency

.

needs in Honduras, which were almost $4,500,000 in 1968,

All two-step local currency

—

T ted
through CY 197u.  Only approximately the cquivalent of $22,000 is expected
to be available in CY 1971, k S
revenue producing

£.7.0. There ic

5 all two-step funds to finance
in time use the funds to repay
A -
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C. Place of Project in the Progrem

A.T.D. strategy in Honduras is geared to increasing
the absorptive capacity of the Public Sector by: (1) improving
the general efficlency of public administration; (2) assisting
in the preparation of Aetailed economic planning and its exec-
ution; and (3) advising in the administration of revenue col-
lection. It 1s directed primerily at the long range objectlve
of establishing the human and institutional base for more
rapid development. It recognizes the need for substantlal in-
puts of economlc resources to construct the Infrastructure in
which the economy will develop in the future. This loan will
contribute directly in helping to increase the planning ca-
pacity of the GOH by providing detailed data on specific pro-
Jects, thereby enabling the logical and long range planning
necessary to achieve satlsfactory growth.

D. Economic Analysis

1. Setting - Honduras is still considered the
poorest country in Central Americea both in terms of natural
and human resources, and lis among the poorest in Latin America.
A rather rapid rate of econcmic growth in the recent past,
which in 1966 and 1967 averaged 6.7 percent in current prices,
was mainly due to a moderately strong performence of agricul-
tursl exports. Between 1962 and 1967 the export sector ac-
counted for more than one-third of the total increase in GNP
and made up for lagging investment expenditures in the public
sector. This lag 1s mainly atiributable to delays in project
preparation partly due to the scarcity of qualified personnel
to push Investment projects at the administrative and executive
levels.

2. Investment Absorption Capacity of the GOH
Experience thus far in 1968 indicates that the GOH is subs-
tantlally overcoming its past problem of public under invest-
ment. During the first three guarters of 1968, utilization
of public loans fram international. public and private sources
amounted to more then $ 10.0 million. However, during the
same period the GOH signed loan agreements for $ 11.5 million
for the Rio Lindo Hydro-electric project (IBRD/IDA) and $ 4.0
million for a road from Puerto Cortes to the Guatemala frontier
(CABEI). As of September 30, 1969 the loan pipeline amounted
to $ 85.8 millicn against a total level of lending froam public
and private international sources to the GOH of $ 164 million.

UNCLASSIFIED



UNCLASSIFIED
- 13 -

Same $ 45.1 million, or more than 52 percent, of the
loan pipeline is accounted for by undisbursed balances of
loans for six large road construction projects. Congtruction
is underway on all phases of the North road; the paving con-
tract for the Western Highway has been signed and work will
begin in January, 1969; ccnstruction has begun on one section
of the Tela-lLa Celba road and the contract has been awarded
for the remaining sectlon; the supervisory engineering con-
tractor for the San Pedro Sula-Tela road has been selected
and the contract will be signed in early Januery 19%9; cons-
truction of the Puerto Cortes-Guatenals frontier road is
scheduled to begin in May, 1969; problems under the A.I.D.
Farm-to-Market Access Road loan have been resolved which will
enable the remaining consiruction contracts to be executed
in the Spring of 1969. A full time Minister of Public Works
and Communications was appointed in August, 1968. His previous
performance as the Director of INVA, the Honduran housing
institute, and his actions to dat: as Minister are further
encouraging indications that the pipeline of international
loans for major infrastructure projects will be drawn down
within a reasonable time schedule.

Approximately three quarters of the balance of the
loan pipeline is accounted for by the undisbursed balance of
the following loans: A.I.D. Secondary Education; IBRD/IDA
Rio Lindo Hydro-electric; YIBHRD Puerto Cortes port expansion;
IDB Agricultural Loan to the BF; and IDB Labor Union Housing
Project. ror other than the recently signed loans for the
Rio Lindo Hydro-electric project; digbursements have already
begun under these loans.

As the GOH further improves performance of utilizing
its existing pipeline, it will need additional, well conceived
prcject proposals in order to carry out meaningful develomment
planning. The proposed increase to the feasidpility studies
Joan will help assure & contlnued avallability of priority
development projects with sufficlently detalled analyses to
enable sound decision making.

3. Financing of Future Investment. If Honduras is
to achleve her economic growth geoals and to develoyp at
Alliance for Progress rates, much greater public investment
is necessary. The GOH's Umnediate Action Plan for 1968-T1
calls for $ 222 million in nev investment during the period.
Domestlc resources will Ffinence $ 56 million of this invest-
ment while foreign financial sources are expected to provide

UNCIASSIFIED
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$ 166 million for the period, or about $ 42 million annually.
To the extent forelgn credits are not available at planned
levels, the GOH would be forced to rely on the current account
surplus and domestic bLorrowings to meet its develomment goals.

The present tax structure is rather inflexible and
the partial tax reform of 1963, which contributed to a rapld
growth in revenues hetwean 1964 and 1967, lost much of its
effectivencss. Nevertheless, as a positive galn the propor-
tion of direct taxes has increased fram 17.4 percent of the
total tax revenue in 1960 to 32.3 percent in 1967 and inccme
tax collections have increased substantially through improved
administration carried out with the assistance of USAID's
IRS PASA Team. Honduras still depends heavily on indirect taxes
as do all developing countrieg, with Import dutles representing
about U0 percent of the total tax receipts.

The GOH 1s fully aware of the shortcomings of its
present tax system consildering future investment needs. It is
reviewing measures to limlt annual increases of the current
account expenditures to about 9.k parcent and reforms to: re-
move present deflclencies in tax investigation; apply control
systems for coliectlon of direct taxes; revise tax exempbions
and tariffs; and improve the tax billlng systew. All these
measures and reforing, though badly needed, will not increase
current and capital revenues Lo the projected levels of
public expenditures including capital outlay. To cope with
the financial reguirements of the projected lnvestment program,
the GOH is alsc undertaking a serles of new tax measures based
upon agreement with the Central American Caumnon Mprket Countries
(CACM) under the San José Protocol. These memsures will include
a 30 percent import tax surcharge on most imporits external to
CACM and consumption taxes on 26 categories of iltems imported
from CACM with a maximun tax rate of 20 percent. The new tax
program is expected to add about $ 7 million annually to the
GOH revenues, which 1z to be used almost exclusively for
public investment and smortizatlon of debt.

Measures necessary for progress have “een taken in
improvement of abillity to absorb investment ana in the region-

al tax measures. The support evidenced by this loan increase has
been earned by Honduran actior; it 1s also needed to assure
continued improvement.

UNCIASSIFIED
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April 11, 1969
HONDURAS - INCREASE TO FEASIBILITY STUDIES LOAN

CHECKLIST OF STATUTORY CRITERIA

(Alliance for Progress)

In the right-hand margin, for each item write answer, or, as appropriate,
a summary of required discussion, As necessary, reference the section(s)
of the Capital Assistance Paper, or other clearly identified and available
document, in which the matter is further discussed. This form may be made
a part of the Capital Assistance Paper,

The following abbreviations are used:

FAA - Foreign Assistance Act of 1961, as amended by the Foreign Assistance
Act of 1968, '

App. - Foreign Assistance and Related Agencies Appropriations Act, 1969,

COUNTRY PERFORMANCE

Progress Towards Country Goals

1., FAA B,208; 8.251(b).

A. Describe extent to which
country 1s:

(1) Making appropriate efforts (1) Loan 522-L-018 was made to
to tnerease food production support such a program.
and improve means for food

storage and distribution,

(2) Creating a favorable climate (2) The GOH is creating a

for foreign and domestiec private favorable climate for foreign

enterprige and investment. and domestic private enterprise
and investment, through its
stable monetary and fiscal
policies, lack of foreign
exchange restrictions, and
participation in the A.TI.D.
investment guaranty program.

!
UNCLASSIFIED
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(3) Inareasing the public’s  (3) The GOH's active encourage-

role in the developmental ment of cooperative

process, organizations is an indica- y
tion of its interest in
increasing the public's role
in the development process.

(4) (a) Allocating avatlable (L4) The GOH is making allocations

budgetary resources to (a) necessary to support its de-
development. velopment program.

(b) Diverting such (b) The GOH does not appear to be
resources for unnecessary diverting budgetary resources for
military expenditure (See unnecessary military expenditures
also Item No, 18.) and or for intervention in affairs of

intervention in affairg of
other free and independent
nations. (See also Itew No. 17.)

other free and independent nations.

(5) Willing to contribute funds to

the project or program, (5) The GOH will provide assistance
to contractors under the loan.
UNCTASSTI¥IED
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B.

the furnishing of the subject assigtance?

(6) Making economic, social,
and political reforms such as
tax collection improvements and

changes in land tenure arrangements,
and making progrese toward respect

for the rule of law, freedom of
expression and of the prees, and
recogniaing the itmportance of
individual freedom, initiative,
and private gnterprise,

(7) Adhering to the prineiples of (T)

the Act of Bogota and Charter of
Punta del Este.

(8) Attempting to repatriate capital (8)
invested in other countries by its

own citizens.

(9) Otherwise responding to the vital (q)

economie, political, and social

concerns of its people, and demonstrcting
a clear determination to take effective

self-help measures.

UNCLASSTIFIED
ANNEX I, Page 3 of 19

The GOH 13 making economic
social and political reforms;
there exists freedom of ex-
pression and of the press;
plans to improve tax collec-
tion and land tenure patterns
are being initiated.

The GOH is satisfactorily
adhering to such principles.

The GOH has consistently
followed policies that encourage
the repatriation of capital
invested in other countries by
its own citizens.

The GOH is undertaking
effective self-help
measures in response to
vital concerns of its
people.

Are above factors taken into account in  B.  Yes.



UNCLASSIFIED
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Lruutment of U,S. Citizens

2. FAA B.620(c). {f asgigtance 1o 2. There is no evidence of such
to government, is the government GOH indebtedness.
liable as debtor or unconditional
guarantor on any debt to a U.S.
citisen for goods or servides
furnished or ordered where (a)
such citizen has exhausted
available legal remedies and
(b) debt is not denied or
contested by such goverrment?

3. FAAB.620(e)(1). If assistance There is no evidence of such
18 to a govervment, has 1t action.
(including govervment agencies or
subdivisions) taken anmy action
which has the cffeet of national-
1zing, expropriating, or otherwise
geiaing-ownership or control of
property of U.,S. citiazens or
entities beneficially owned by
them without taking steps to
discharge ite obligations
toward such citizens or entities?

LA

4, App. 8.106. If country attempts . Honduras does not attempt
to ereate distinetions because to create distinctions
of their race or religion among among Americans in granting
Americans in granting personal personsl or commercial
or commercial access or other access or other rights
rig.ite otherwise available to otherwise available to
U.S. citigens generally, what U.S. citizens generally
steps (will be) (have been) because of their race or
taken during loan negotiations religion.
to influence elimination of such
distinctions?

UNCLASSIFIED
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S.

UNCLASSITIED
ANNEX T, Page 5 of 19

FAA_ 8.620(0); Fishermen's ProtectiVe 5. Honduras has not seized or

imposed any penalty or sanction against,

Act. 8.5, If country hae seized, or imposed sanction on any U.S.

fishing wvessels on account
of its activities in inter-
national waters.

any U.S. fishing vesegel on account of
1ts fishing activities in intermnational
waters.

a. hae any deduction required by
Fishermen's Protective Act been made?

b. has complete denial of assistance -
been considered by A.I.D. Administrator?

Relations with U.S. Govermment and Other

Nations

6.

FAA 8,620(d). If assistance s for 6. This loan does not fund
any oroductive enterprigse which will assistance to a productive

compete in the U.,S., with U.S. enter- enterprise.
prise, is there an agreement by the

recipilent country to prevent export

to the U.S. of more than 20% of the

enterprise’s annual production during

the life of the loan?

FAA §,620(j). Has the country T. Honduras has not permitted,
permitted, or failed to take and takes adequate measures
adequate measures to prevent, the to prevent damage or destruc-
damage or destruction by mob action, tion of U.S. preverty by mob
of U.S. property? action.

UNCLASSIFIED




10.

12,

Faa 8,620(1), If the country has 8.
fatled to tnstitute the investment
guaranty program for the specific

rigks of eaxpropriation, in con-
vertibility or confiscation, has the
A.I.D. adninigtration within the past
year considered denying assistance to
such govermment for this reagon?

FAA €,620(qg), Is the government of 9.
the recipient country in default on
interest or principal of amy A.I.D.

loan to the country?

FAA 8.620(t), Has the country 1
severed diplomatic relations with
U.S.? If so, have they been resumed
and have new bilateral assistance
agreementa been negotiated and entered
into since such resumption?

O

FAA 8,620(u). What is the payment  17.
status of the eountry's U.N.

obligations? If the country is in,
arrears, were such arrearage taken

into account by the A.I.D, Administrator
in determining the current A.I.D.
Operating Year Budget?

FAA 8.620(a); App. 8:107(a) and (b). 10,
Does recipient country furnish
assistance to Cuba, sell strategie
material to Cuba, or permit ships or
atreraft under ite flag to carry

eargoes to or from Cuba.

UNCLASSIFIED

UNCLASSTETIED
ANNEX I, Page 6 of 19

Honduras has signed and
instituted such an agree-
ment.

Honduras is not in default
under any A.T.D. Toan to
the country.

It does not appear that
Honduras is delinguent on
its U.N. o.. .gations.

Honduras has complied with
the prohibitions.



13,

14,

15,

16,

FAA 8.620(b). If assistance ig to a 173,

government, has Secretary of State
determined that it is not controlled
by the international Communist movement.

FAA B.620(f), App 8.109. Does i,

recipient country have a cormunist
govermment

FAA 8.620(t). Is recipient country 15,

in any way 1involved in (a) subversion
of, or military aggression against, the
U.S. or any country receiving U.S.
assis tance, or (b) the planning of such
subversion or aggreesion.

FAA 8.620(n); App. 107(b) and 116. 16.

Does recipient country furnish goods
to North Viet-Nam or permit ships or
aireraft under its flag to carry
cargoes to or from North Viet-Nam?

Military Expenditures

17.

UNCLASSIFIED
ANNEX T, Page T of 19

The Secretary of State
has determined that
Honduras is not so con-
trolled.

No.

Mo determination has been
made that Honduras ig in any
way involved in (a) or (v).

No determination has been
made that Honduras fTurnishes
5oods to Worth Viet-Name or
permits ships or aircraft
under its flag to carry
cargoes to or from North
Viet-Nam.

(a
FAA 8.620(s). %hat percentage of 17(a) 8.9% in 1968.

country budget is for military
expendituresfb)How much of foreign
exchange resources spent on military
equipmenth)Is U.S. P.L. 480 oxr
development assistance used for
military purposesXdNre country's
resources devoted to unneceesary
military expenditures to a degree
which materially interferes with

UNCLASSIFIED
7

(b) Zero in 1967; N/A for 1968.
(c) No.
(d) No.




its development? (Consideration
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of these poinvs to be coordinated
with PPC/MAS,)

18, 18,

FAA $.620(v), App. 8.119, How much
apent by country during current U.S,
fiscal year for sophisiicated military
equipment purchased since January 1,
19687 Has corresponding amount been
deducted from current OYB, or is the
waapons purzhase detcrmined by the
Pregident to be inportant to U.S.
national securitu? (Responses Lo
thege questions to be coordinated
with PPC/MS.)

CONDITIONS OF THE LOAN

General Soundness

e

d

9. FAA 8.201(d). Information aid
conclusion on reasonableness and
legality (under laws of country and
U.S.) of lending and relending terms
of the loan.

-
107

[a%4

FAA 8.251(b)(2); B.251(e).
Information and conelusion on
activity's economic and technical
soundness. If loan 1s not made pursuant
to a multilateral plan, and the amount
of the loon exceeds $100,000, has country
submitted to A.I.D. an application for
such funds together with assurances *o
indicate that funds will be used in an
economically and technically sound
manner.

20,

RG]
O
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FAA ﬁ. 25](b) . Infor?nation Gﬂsd 21, :]-t appears reasona‘bly
eonclusion on caractty of the cerbain that the Country's
country to repay .. oan, dollar reserves will con-
tneluding resonableness of tinue to be maintained at
repayment prospects. sufficient level to enable
the country to meet the
reasonable repayment
reqirements of the loan.

FAA §.611(a) (1), Prior to sigring no.
of loan will there be (a) engineer-

ing, linaneial, and cther plas

necessary to carry out the asatstance

and (k) a reasonably firm estimate

cf the cost to the U.S. cf the

PP <7
aserLsrarnce:

Engineering, financial and
other plans necessary for
each study will be reviewed
before approval of any
study. Reasonsbly Ffirm

cost estimates will be
developed hefore approval ol
any study.

5

-

<

FAA 8,611(a)(2)., If further
legtelative action is required within
reciptent country, what is basts for
reagsonable expectation that such
action will be completed in tima to
permit orderlu acccmplishment of
piposes of loan?

no

3. N

o such legislation is re-
uired.

FAA 8.6117¢), If loan i8 for capital
asstetance, and all U.S. assistamce

to project now exceeds $1 million, has
Mission Director certified the country's
capability effectively t» maintain and
utilise the project?

2L, This required certification

FAA 8.251(b). Information anid 5
conelusion on avatlability of financing
from other free-world sourcss, including
private sources within the United States,

=h

5. . No other sources of financing
have been found. See Sumary
and. Recommendstions

UNCLASSTYIED
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28.

Loan's Rolaticnsl ' *o Achi~v—ent
1‘(' Cou»):tp vJ '?'fv -nn/v7 f‘pn7q
26. FA1 &,207; 8,951(a). FExtent to

which asststance reflects
appropriate emphasis on; (a)
encouraging development of dem-
ocratic economic, political, and
soeial imstitutions; (b) self—
help in meeting the country's

food needs; (c) improving avazl
ability of trained manpower in

the country, (d) programs desiyred
to meet the cowntry's healta needs,

or (e) othey ‘rpertant arveas of
economic, pciciteal, ard soctal

developrient, including industry;
free labor unions, cooperatives,
and voluntary agencies;
tranuHOﬂtation and communication;

7 ~ublie administration;

plovnine
22 lopment

"7/‘

2
Vo s el
AT
uﬂwﬂv

0F arioting Taws,

PAL B, 209, o
nF exnoutd o

proiect susoer**ole
~e vart of veaiomal
zo why 1€ project not

projeet? IF

[EE et

so executed?

v

FAA §.251(b)(3). Information and
conelusion ow activity's relation-
ship to, und con:istency with,
othe” development activities, and
its contribution to realizable
long-range cbjectives.

UNCLASSIHIED

10

and moderniaation

27

28.

UNCLASSIFIED i

26. FEmphasis is not placed -

(a) on institutional de-
velopment.

(v) Agricultural studies
will contribute to this.

(c) Little emphasis is placed
on this.

(d) Fmphasis is not placed on
health in this loan.

(e) It is anticipated that in-
dustry and transportation
will be affectel by the
loan.

The project is not
susceptible of execution
as part of regional project:
however, some of the studies
may contribute to regional
development.

The studies to be under-
taken are consistent with
Honduras's development
activities and will con-
tribute to realization of
its development program.




30.

31.

FAA 8,661 170 7). Injormation

IS B M ,

and conelusion on whether or

not the activity to be financed
will contribute to the achievement
of self-sustaining growth,

FAA 8.281(a). Describe extent

tc which the lom will contribute

to the objective of assuring

maximun partieipation in the task

of e~onomic development on the part
of the peorle of the country, through
the encouragemevt of democratic,
prirate, and loeal aovermmental
institutions.

FAA 8.281(b). Describe extent to
whien program recognizes the
particular reeds, desires, and
capacities of the people of the
country; utilizes the country's
inteclectual resources to encourage
st ) Ce ity and
supports civie education and
training in skills required for
effective participation in 7
govermmental and political processes
essential to self-covermment,

Ll o s - PR TN

UNCIASSIFIED

11

29.

30.

31.

UNCILASSIFIED
ANNEX I, Page 11 of 19

The activity will
ldentify specific pro-
jects which will con~
tribute to self-
sustaining growth.

Emphasis is not placed
on ‘this vprovision.

The program is designed
to meet the particular
needs, desires and
capacities of the people
of the country, and to
encourage institutional
development.




20

FAA B,201(a). Information
i conclustons whether
Toan will encourage efforis
= the ecountry to:  (a)
inereaae the flow of
international trade; (b)
foster private inttiative
and competition; (c)
encourage development and
use of cooperatives, eredit
wrions, and savings and
loan assoctations; (d)
discourage monopolistic
practices; (e) improve
rechnical efficiency of
industry, agriculture, and
cormerce; @id () atrengthen

Do 1 Ty 740
Soee LGl (AL

32,

r~
- 4
2

FaA §.619. If assistance is
for newly independent country;
1s it furmished through
multilateral organizations or
plans to the mawimaon extent
appropriate?

33-

FAA §.251(k). Information and
conolusion on whether the
getivity is consistent with the
findings and pecommendations of
“he Inter-dmertcan Committee for
the Allianee for Progress in its
annual review of national devel-
opment activities.

FAA 8.251(g). Information and 35,

cone.uston on use of loan to

~ssist in promoting the coop-

erative movement in Latin Ameru.ca.
UNMCLASSIFIED

12

UNCLASSIFTED .
ANNEX'I;'Pagé_12;6f719;5,

Tt is anticipated that
the loan will affect the
balanced development '
of the Honduran economy
in agriculture, trans-
portation and industry.
The studies will identify
sound projects and
encourage the flow of
investment into these
areas.

Honduras is not a newly
independent country.

The project is consistent
writh the CIAP recommenda-
tions.

Fmphasis is not placed on
this provision.




36.

FAA 8.209; 8.251(b)(8).
Information and conclusion
whether assistance will
encourage regional development
programs, and contribute to the
economic and political
integration of Latin America.

Loan's Effect on U.S. and A.I.D

Pnogram

37.

20,

FA4a 8.251(b)(6); 8,102,
Information and conelusion on
possible effects of loan on

U.S. economy, with special
reference to areas of sub-
stantial labor surplus, and
extent to which U.S. commodities
and assistance are furnished in
a manner consistent with tmprov-
ing the U.,S. bacance of payments
position.

FAA §.601(k). Information and
conelusion on how the loan will
encourage U.S. private trade
and investment abroad and how

it will encourage private U.S.
participation in foreign
assistance programs (including
use of private trade channels
and the services of U.S. private

enterprisel.

36.

37.

38.

UNCLASSTIFIED

13

UNCLASSIFIED
ANNEX I, Page 13 of 19

Emphasis is not placed on
this provision although
individval studies will
take it into account.

This project hag no
significant direct effects
on the U.5. economy.
Assistance will be furnished
in a manner as consistent

as possible with improving
the U.S. balance of payments.
(see Section TIT.)

The loan will finance the
procurenent of some goods and
services from U.S. private
sources, thereby encourasging
private U.S. participation.




39.

40,

41,

42,

FAA 8.601(d). If a capital
project, are engineering

and professional services of
U.S. firms and their affil-
iates used to the maximm
extent consistent with the
nattonal interest?

FAA 8.602. Information and
conclusion whether U.S. small
business will participate
equitably in the fumnishing of
gocds and services finance by
the loan.

FAA 8.620(h). W{ll the loan

promote or assist the foreign
atd projects or activities of
the Communist-Bloc countries?

FAA B.€21, IF technical
assistance 1s financed by the
Loan, information and conclusion
whether such assistance will be
furnished to the fullest extent
practicable as goods and profes-
stonal and other services from
private enterprise on a contract
basis. If the facilities of other
Federal agencies will be utilized,
information and conclusion on
whether they are particularly
suitable, are not competitive with
private enterprigse, and can be made

available without undue interference

with domestic programs.

UNCLASSIFIED

14

39.

Lo,

L1.

Lo,

UNCTASSIFIED S
AWNEX T, Page 14 of 19

N.A.

Small business notifica-
tion in accordance with
A.T.D. procedure will be
complied with.

Ko assistance under ‘the
loan will promote any
project or activity of a
Communist-Bloc country.

Technical assistance pro=-
vided under the lcan to the
fullest extent practicable
will utilize goods and
professional and other
services from private
enterprise on a contract .
basis. t is not anticipated
that loan funds will

finance the use of other
Federal agencies.




43.

Loan'

FAA 8.252(a). Total amount of momey

unaer loan whi i is aoing directly
to private entorprise, is going to
intermediate credit institutions

or other borrowers for use by pri-
vate enterprise, s being used to

finance imports from private sources,

or 18 otherwise being used to
finance procurements from private
sources.

s Compliance with Specific

Reauirements

a4

4o,

46.

FAA 8,201(d). s interest rate
of lowm at least 20U per annmum
during arace reviod ard at least
3% rer annwt wocreafter?

FAA 8,608(a), Information on
measures to be taken to utilize
U.S. Government excess personal
rroperty in lieu of the procure-
ment of new items,

FAA 8.604(a); App. 8.108, Will
all commodity procurement financed
wider the loan be from U.S. except
as otherise determined by the
President?

UNCLASSTFIED

15

43,

Wiy,

Ls.

L6,

UNCLASSTTFIED ,
ANNEX T, Page 15 of 19

The entire loan will bhe
used to finance studies
by private enterprise.

Yes.

N/A.

Commodities may be procured
in the United States or
from any member country of
the Central American Common
Market; statutory reporting
requirements will be met.



48.

“9.

50.

51.

FAA 8.604(b). What provision is LT,
made to prevent financing commodity
procurement in bulk at prices higher

than adjusted U.S. market price?

FAA 8.604(d). If the host country 18
diseriminates against U.S. marine )
insurance companies, will loan agree-
ment require that marine insurance

be placed in the U.S. on commodities
financed by the loan?

FAA 8.604(e). If off-shore procure~
ment of agr”cultural commodity or
product is to be financed, is there
provision against such procurement
when the domestic pvice of such
cormodity is less than parity?

49,

FAA §.€11(b); App. 8,101, If loan
A nances water or water-related land
regsowrce corctruction project or
program, is there a benefit-cost
computation made, insofar as practicable,
in accordance with the procedures set
forth in the Memorandum of the Prestdent
dated May 15, 19627

50.

FAA 8,611(c). If contracts for 51,
cons truction are to be financed,

what provision will be made that

they be let on a competitive

basie to maximum extent practicable?

UNCLASSIFIED
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UNCTASSTFIED S
ANNEX I, Page 16 of 19 -

No such procurement is
contemplated under the loan.

Honduras does not dis-
criminate against U.S.
companies.

N/A.

N/A.

No construction contracts
will be financed under the
loan.




52,

53,

54.

56.

FAA 8.620(g). What provision is
there against use of subject
asstgtance to compensate owners
for expropriated or nationalized
property?

52.

FAA 8.612(b); 8.636(h). Describe
steps taken to assure that, to tke
maximun extent possible, the country
18 contributing local currencies to
meet the cost of contractual and
other services, and foreign currenctes
owned by the U.S. are utilized to
meet the cost of contractual and other
services,

. §.104, Will any loan funds
be used to pay pensions, ete., for
military persormnel?

5k,

App. 8.111, Compliance with
requirements for security
clearance of U.S. citizen
contract personnel.

25

UNCLASSIFIED
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The loan will not be
used for such purposes.

No foreign currencies
owned by the United States
are available for this
loan. The GOH will con-
tribute space and services
to the extent possible.
(See Section IIT A.)

Loan funds will nct be used
for this purpose.

This will be complied
with.




56.

57,

58,

58.

60.

App. 8,112, If loan is for 56.
capital project, 18 there

proviston for A.I.D. approval

of all contraetors and contract

terms?

App. 8.114, Will any loan 57.
funds be used to pay U.N.
assessments?

App, 8.116. Compliance with 58.
regulations on employment of

U.S. and local personnel for
funds obligated after '
April 30, 1964 (Regulation 7).

FAA 8.636(1). Will ay loan funds 59,
be used to fincnce purchase, long~

term lease, or exchange of motor

vehicle manufactured outeide the

United States, or any guaranty of

such a transaction?

App. 8§.401, Will any loan funds 60.
be ugsed for publicity or propaganda
purposes within U.S. not authorized

by the Congress?

UNCLASSIFIED
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A1l contractors and the
terms of all the contracts «
will be approved by A.T.D.
However, loan funds will
not be used to finance N
capital projects.

Loan funds will not be used
for this purpose.

This will be complied with.

Ne.

No.




61,

FAA 8,620(k)., If construction 61.

of productive enterprise, will
aggregate value of assistance
to be furnished by U.S. exceed
8100 million?

UNCLASSTFIED
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N/A.
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INCREASE FOR FEASIBILITY STUDILS LOAN

CERTIFICATION PURSUANT TO SECTION 611 (e)
OF THE FORETIGN ASSISTANCE ACT
OF 1961, AS AMENDED

I, J. Ramon Solana, the principal officer of the
Agency for International Development in Honduras,
having taken into account among other things, the
malntenance and utilization of projects in Honduras
previously financed or assisted by the United
States, do hereby certify that in my judegement the
Government of Honduras has both the financial
capability and the human resources capability to
effectively maintain and utilize the capital
assistance project of the increase to the feasibil-
1ty studies loan.

This judgement 1is based in the facts that:

1. The loan executing agency, the Superior Council
for Economic Planning (SCEP), has demonstrated
an improved capability for carrying out pro-
iects of this nature;

2. Arrangements will be made to 1mprove further
the implementation capability of the SCEP by
providing increased coordination with other
GOH entities with specialized abilities to
assist in monitoring the activities under the
loan; and

3. The project will be executed through private
consultants to be prequalified by the GOH and
approved by the USAID.

/'// j / ///
rfﬁjzlggdzk _,;Zsclg;u(\

d7~Ramon Solana
."December 18, 1968

UNCLASSIFIED
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MINUTES

L.A. CAPITAL ASSISTANCE EXECUTIVE COMMITTEE MEETING

March 30, 1967

HONDURAS - Feasibility Study Loan Increase - IRR
(LA-CAEC/P-67/65)
Ref: A.I.D. Loan 522-L-015

The CAEC authorized an intensive review of the
subject loan request, for up to $1 million, subject
to the following considerations:

1. It was the feeling of the Committee that
general studies on municipal government
organization are of marginal value unless
they are practically oriented. Therefore.
if any studies are to be undertaken on
urban-related developmental problems, they
ougnt to be so conceived as to result in
feasible plans of action.

[ Q]

The loan paper should include a provision
requiring the Economic Planning Council

to coordinate any proposed feasibility
studies with the other international lend-
ing agenciles, 1n particular the Inter-
American Development Bank.

UNCLASSIFIED
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DRAFT
LOAN AUTHORTZATION

Provided from: Aliiance for Progress

HONDURAS: TFeasibility Studies (Increase)

Pursuan® to the authority vested in the Deputy U.S.
Coordinator, Alliance for Progress by the Foreign
Assistance Act of 1961, as amended, and the delega-
tions of authority issued thereunder, I hereby au-
thorize the establishment of a loan pursuant to Part 1,
Chapter 2, Title VI, Alliance for Progress, of said
Act, to the Government of the Republic of Honduras
("Borrnwer'") of not to exceed one million dollars
(§1,000,000) to finance the United States dollar and
local currency costs of equipment, material, and
services necessary for the conduct of certain sec-
toral or resource surveys, prefeasibility studies,
and feasibility studies, this loan to be subject to
the following terms and conditions:

1. Interest and Terms of Repayment:

(a) Borrower shall repay the loan to the Agency
for International Development {"A.I.D™) in United
States dollars within forty (40) years from the first
disbursement under the loan, including a grace period
not to exceed ten (10) vears.

(b) The Borrower shall pay interest to A.I.D. in
United States dollars on the disbursed balance of
five hundred thousand dollars ($500,000) of one (1)
percent per annum during the grace period and two and
one-half (1 1/2) percent per annum thereafter;

(c) The Borrower shall pay interest to A.I.D. in
United States dollars on the disbursed balance of the
loan 1n excess of five hundred thousand dollars
(500,000) of twc¢ percent (2%) per annum during the
grace period and three percent (3%) thereafter.

2. Other Terms and Conditions:

(a) All sub-projects will be subject to prior
approval by A.I.D.

UNCLASSIFIED
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(b) A1l sub-projects which in the judgement
of A.I.D. may be eligible for financing by the
Central American Bank for Lconomic Integration
(CABEI) will be submitted by Borrower to that or-
ganization with a request for financing before ap-
proval for financing under this loan will be given
by A.I.D.

(c) Equipment, materials and services (except
shipping and marine insurance) financed under the
loan shall have their origin in and be procured
from the United States or Member Countries of the
Central American Common Market, Shipping financed
under the loan shall be procured from the United
States, and marine insurance financed under the
loan shall be placed in the United States with a
company authorized to do marine insurance business
in any state of the United States.

(d) United States doilars utilized under the
loan to finance local currency costs shall be made
available to Borrower or its designee throuch

Special Letters of Credit and shall be used only for
procurement 1n the United States.

(e) The loan shall be subject to such other
terms and conditions as A.I1.D. may deem advisabhle.

Deputy U.S. Coordinator

Date
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