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AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D.C. 20523
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AID-DLC/P-5L6/6

Lpril 24, 1974

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE

SUBJECT: Dollar Development Loan
Afghanistan - Kajakai Hydroelectric Plant
~ (Amendment II)

Attached for your review are the recommendations for
authorization of a second amendment to Loan Number 306-H-013

to the Republic of Afghanistan (previously authorized by the
Administrator in the amount of $12,000,000 and subsequently
amended to add $3,000,000) to add an amount not to exceed
$7,500,000 to assist in financing the foreign exchange cost

of goods and services required to construct certain transmission
facilities required for the 33 megawatt two-unit hydroelectric
generating plant now under construction at Kajakai Dam being
financed by the total $15,000,000 previously authorized.

This loan proposal is scheduled for consideration by the
Development Loan Staff Committee on Thursday, May 2, 15Tk,
Alsc, please note your concurrence or objection is due by
close of business May 7, 197k. If you are a voting member
g poll sheet has been enclosed for your respcnse.

Development Loan Committee
Office of Development
Program Review

Attachments:
Summary &nd Recommendations
Project Analysis
Annexes A -~ G

UNCLASSIFIED
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AID-DLC/P-546/6
April 24, 197k

AFGHANTSTAN

KAJAKAT HYDROELECTRIC POWER PLANT

Amendment II

Summary and Recommendations

Borrower:

Amount ¢

Purpose of Amendment:

Purpose of Project:

Project Description:

Background Activity:

Export-Import Bank
Interest:

The Government of Afghanistan, with Da
Afghanistan Breshna Moassessa (ABM), the
Afghanistan Electric Power Authority, as
the ultimate recipient.

$7.5 million, increasing Loan Nos.
306-H-013 and 013A from $15.0 million to
$22.5 million.

To finance tl.e dollar cost of construct-
ing 123 miles of 11~ KV and 16 nmiles of
LL KV transmission lin=s, and three sub-
stations.

To finance the foreign exchange costs of
increasing anl improving electric power
supply to the Kandahar - Girishk area in
the Helmani-Ar,haniab Valley, Afghanistan.

The project consists of (1) generating
plant; () transmissicn lines; (3) sub-
stations; and (L) a training program.

The system, irnto which the project will
be incorporated, now consists of small
hydro and diesel generating stations with
a total capacity of sBix megawatts (M),
When the project cormences operation, 33
MJ of additional power will be avaiiable
to the system.

An A.I.D.-financei survey of the electric
power requirements of the Helmand-
Arghandab Valiey was made by & U.S. engi-
neering firm in 1965 and up-dated in 1967.
It is upon the recommendations in that
study that the project was undertaken,

The Export-Import Bank has indicated that
it 1s not interested in considering the
subject project for financing.
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B. Mission Views: The Mission endorses the proposed loan.,
9. Statutory Criteria: Satisfied. See Annex G.

10. Issues: None.

11. Recommendation: That an amendment to Loan No, 306-H-013

and O13A be anthorized to provide an
additional $7.5 million, this additional
loan to be subject to the following
terms and conditions:

(a) Forty (40) year maturity, including
a ten (10) year grace period on principal
repayments.

(b) Two percent (Z4) per annum interest
during the grace period and three percent
(3%) per annum interest thereafter.
Interest payable, and principal repeyable,
in U.S. dollars only.

(¢} Borrower to assure A.I.D, that any
other currencies required for the project
will be made available.

(d) ™rocurement of constructior. services
to be from the lnited States (Code 0QQ)
only; equimment and materials may be pro-
cured from Coie 941 countries.

(e) <Such other terms and conditions es
A.I.U. may deem aivisable,

Capital Assistance Committee

Loan Officer: Ted 5. Lee {Chairman)

Engineer: Ray P. Stokely

Lawyer: Michael G, Kitay/Jay A. Burgess
Desk: Gledys Frazier/Michuel L. Dilegge
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I. Introduction

A. Project History

Capital Assistance Papsr (CAP) No. AID-DLC/P-5L6, dated April 25,
1967 (the original CAP), and CAP No. AID-DLC/P-546/2, dated June 16,
1972 (CAP Amendment I) describe fully the development of the Kajakai
Hydroelectric Project and the elementc which comprise it.

The original $12.0 million loan (No. 306-H-013) was made to finance
a8 33-megawatt (MW) hydroelectric genereting plant with associated
transmission facilities to the two principal load centers in the Helmand
Valley. The loan was authorized June 21, 19€7; the Loan Agreement was
signed Mey 13, 1968; and the conditions precedent to initiel disburse-
ment -- the chief condition being the signing of a contract with a
consulting engineering firm -- were met September 20, 1969.

Since the Fall of 1969, the consulting engineer, International
Engineering Company (IECO) of San Francisco, California, has been
engaged in designing the power plant and transmission facilities, in
the procurement of equipment and construction services, in providing
construction management at the site, and in the development of a training
program for Afghan persornel who will operate the completed project.
In February 1972, the bids for construction of the power plant wvere
cpened and all were found to exceed greatly btoth IECO's estimate and the
funds available under the loan.

It was under these circumstances, set forth in detail in CAP
Amendment I, that (a) the lcan amount was increased by $3.0 million
(Loan No. 306-H-0134) to a new total of $15.0 wmillion, and (b) the
transmission system was deleted from the A.I.D.-assisted portion of the
project--the latter upcn Government of Afghanistan (GOA) assurance, in
the form of & guarantee from the State Bank of Afghanistap, that it
would provide the foreign exchange needed to complete the transmission
system.

Loan No. 306-H-013A was authorized June 27, 1$72; the Loan Agreement
amendment was signed November 11, 1972; and the conditions precedent to
disburcement ‘rere met October 31, 1973. In June 1972, the GOA entered
into & contract with Fishbach-Oman ynternational (FOI), a joint venture,
for construction of the power plant. FOI began work immediately and
initial contract dollar costs were met from the original loan; when
those funds were exhausted in October 1973, disbursements from Loan
306-H~013A begsan.

There are presently sufficient funds under Loans 306-H-013 and
013A to complete the project as originally designed with the exzception
of the transmission system, i.e., line conductor, insulators, poles,
substations, and related construction services.
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B. Purpose of this CAP Amendment II

During the past 18 months the GOA has experienced difficulty in
obtaining non-A.I.D. financing for the transmission system. The
Asian Development Bank (ADB) declined involvement in the project, the
International Bank for Reconstruction and Development (IBRD) showed
no interest, and the Federal Repuhlic of Germany (FRG) declined to
expand its electric power financing activities beyond Kabul and
North Afghanistan. Relucsant to utilize its lir‘ted free foreign
exchange, in October 1972 the GOA through the Minister of Planning,
made a personal appeal to the A.I.D. Administrater for A.I.D. to
again include the transmission system for U.S. financing under the
Kajakai Hydroelectric Project.

After careful study of the alternatives, we have concluded that
the only practical way to shorten an otherwise extended hiatus
between ccmpletion of the power plant and the transmission system
is to undertake the latter as an A.I.D. project. This second
supplement, adding $7.5 million to the loan, is for the purpose of
constructing the transmission system thereby bringing the project
into beneficial operation with as little delay as possitle.

This decision to finance the transmission system is the result
of many months of negotiation with the GOA regurding construction
procedures and line structure configuration. Final agreement on
major details was reached in Kabul in February 197L.

C. Cost Information

The original $12.C million loan for the Kajakai Hydroelectric
Power Plant project was based on a 1967 study prepared by R.W. Beck
and Associates. As decribed in CAP Amendnent I, by 1972 cust
escalation had greatly outdistanced Beck's earlier estimntes; power
plant costs alone had risen to $12.0 million, and engineering and
training costs stood at $2.0 million. Thus the total amount of the
loan, as increased by amendment in 1972 to a new total of $15.0
million, did not include transmission system costs.

The cost of goods and services requirei to coastruct the transmission
system now is estimated at $7.5 million; provision of this $7.5 million
will increase the total loan amount to $22.5 miilion. This estimate
(foreigrn exchange requirements only) is based on existing corditions
and includes actual contract figures for equipment and consiruction
costs assoc.ated with the power generating plant.

An element of cost unforeseen by R.W. Beck and Associates but
which all bidders for the power plant construction contract factored
into their bids (prepared in 1971-72) was high exposure to loss through
untoward political events associated with the tensions which had
developed in countries continguous to Afgharistan. There is no doubt
that the price for undertaking a gajor construction project in an
isolated and inaccessible area such as central Afghanistan was highly
influenced by the disturbences and gensrally unsettled conditicms in
South Asia.
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The situation in South Asia ie now considerably more settled
than was the case in 1971-T2; uowever, in July 1973 the Afghan
monarchy was overthroun in a coup d'etat, and the Republic of
Afghanistan was established. After an initial period of some
uncertainty, the new government now appears to hawe consolidated
its position. HNevertheless, projected costs for the transmission
system take into account thz difficulties of predicting the political
situation, in addition to the very high rates of cost escalation
for U.S.-manufactured equipment &uring the past 12 months.



II. The Project
A. Project Area

The Helmand-Arghandab Valley with its numerous tributaries,
located in the southwectern portion of Afghanistan, is one of the major
developing regions of the ccuatry and it is in his region that the
Kajakai Hydrozlectric Project is located. (See map of Afgnhanistan
showing Helmand Valley Watersheds on pujz2iv.)

The Valley 1s in the temperate zone between latitudes 3D degrees
and 34 degrees north. Land elevations vary from about 1,500 feet above
sea level in the Seistan Basin to about 3,000 reet at the base of thz
mountains surrcunding the upper part of the Valley, Little vegetation
is 5S¢ Le found except in bottom lanis alonz the river whzare irvigation
is practiced or winter flooding occurs. Much of the arsa ls desert,
with the scant grouni cover fully utilized by grazing livestock.

A detailed Jdescription o! tr.- geography ani nistorical tvack-
grouni of trne Helmani Vallz2y is contained in the original Capita:

Assistance Papzar,

B. Description of' th= Fajakai Hyiro=lectpri- Troject

The Kajakai Project comprises the following ~lements:

-~ Power Plan® consisting of two 26,59 M0 nyivoelectric generat-
ing unitc and step-up cutbstation instaile:d at the base of the
existing Xajakai I'am,

-~ Transmicsion lines concisting of 123 miles of 117 KV line and
16 miles of <o ¥V linec.

-~ Substations a+t ¥aniaher, Midway and lashkar ah to step down

the voltage to 13.7 Kv, &L KV, and 3.3 KV respectively.

Costs, in~luding cor*ingenciec, are estimated as follows:

Foreign Lxchange Local Currency
. &'s $'s Equiv,
Pcwer Plant $12,00C, 000 $2,300,070
Transmission System, including
substations 7,000,000 2,000,000

00,000

Engineering & Training 3,500,000 7
Total §22,500,000 ES,OO0,000

Grard Total $27,500,000
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Foreign exchange financing required for the Project is as follows:

A.I.D. Loan No. 306-H-013 $12,000,000
A,I.D. Loan No. 306-H-013A 3,000,000
500, 000

This supplement 7
Total $22,SO0,000

All local currency financing is being provided by the Government of
Afghanistan.

See Annex A for details of project and cost estimates.

C. Status of the Kajakai Hydroeleciric Power Plant

On August 20, 1969, the Afghanistan Electric Power Authority
(ABM) entered into a contract for design, construction supervision and
trainirg services with the International Engineering Company (IECO) of
San Francisco. IECO designed the power plant and then prepared
invitations-for-bids (IFB) for major items of aquipment and for power
plant construction, The status of contracting to date is as followc:

Contract for

Contractor Supply of Contract Date
Allis-Chalmers Turbines 9-16-71
Star Iron & Steel Co., Intake Gat:s 9-22-71
Westinghouse Generators 6-13-72
Westinghouse Transformers 6-20-T72
Golden Gate Switchgear 6~20-T2
Fischbach-Oman International Construction & 6-19-72

Balance of Equip.

The above seven contracts cover all the engineering, equipment and con-
struction services rejuired for the power plant at an aggregate price
of $12 million. Procurement of the first five items of equipment
enumerated above was initiated prior to award of the construction con-
tract due to the long lead time required for their manufacture and
delivery. From the Port of Khorramshahr, Iran, the construction con-
tractor, Fishbach-Oman International (FOI), & joint venture of
Fischbach & Moore and Oman Construction Company, has responsitility feor
inland shipment and installation. FOI has been working at the site
since mid-1972 and construction is well advanced. The power plant is
scheduled for completion in May 1975; construction progress to date
indicates that this schedule will be met.

D. Status of the Kajakal Transmission System

The consulting engineer, IECO, has completed the design of the
transmission system, prepared plan and profile sheets, and commenced
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staking of transmission line structures. 1In additior, IECO has pre-
pared technical specifications for major items of equipment and
materials, and is now preparing the invitations-for-bids for the equip-
ment and construction services required to construct the entire trans-
mssion system.

To insure that the transmission system will be constructed soundly
and in the least possible time, bidding on the construction contract
will be restricted to U.S. firms only. Equimment and materials imported
for this portion of the project may, however, be of Code 94l source and
origin.

Concrete poles for the transmission line will be provided by the
contractor from a poie plant owned and operated by him. The contractor
will 'imnrort ard erect the pole plan at a point of his own cl.oosing;
transportation of poles to the transmission line site will be his
responsibility. Upon completion of transmission system ccnstruction,
ownership of the pole plant will be transferred to ABM,

In the event that a pole plant of economical size and with satis-
factory delivery is proven to be unavailable from the U.3. or other
Code 94l sources, it may be neces:zary to authorize procurement from
Code 899 sources. In that case, the necessary source waiver will be
procecced,

E. Status of the Training Prorram

A contract has been entered in*o tetweern ADM and IECO under which
IECO (among its other engineering servicoc) is required to:

1. Prepare a detailed trainirngs prosran,

2. Assist ABM in tne

selection of candidates for the various
positions and phases

i
of training,
3. Supervise the trainees and evaluate their performance,

L4, Femiliarize ABM's key operating personnel with the basic
project designs and cpecifications in IECO's home office,

5. Arrange with manufacturers of piant equipment for training
of selected personnel in their factories during the manu-
tacturing, assembly and shop testing, and

6. Train ABM's selected personnel in field during construction,
installation, testing and commissioning and during initial
operation of the plant,
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TECO has developed & plan and time schedule for training of managerisal
and operational personnel. The plan and time table are now under re-
view by ABM, and, as a step towards implementation of the program, ABM
has assigned a senior administrative engineer with previous experience
in the Morrison-Knudsen-Afghanistan organization as Training
Coordinator. The plan contemplates 1,256 man-months of training in
Afghanistan, Iran and the U.S., in the various aspects of power plant
operation and maintenance, and power distribution. Details of the
trairing program are contained in CAP Amendment I, particularly Annex F
thereto. A training program status report as of March 18, 1974, pre-
pared by IECO, is inc luded herewith as Annex B.

F. Status of Facilities Ancillary to the Project

1. Distribution System

Distribution systems in the load centers of Kandahar and
Lashkar Gah are not a part of the Kajakai Project &s defined in this
loan paper. However, as an adequate distribution system is essential
to the success of the project, it will be addressed here.

The U.Z. firm or Harza fngineering Company under contract to
A,I.D. was retained to analyze the distribution requirements of the
area and to expand and rehatilitate them. This work was completed in
197C., Harza provided a well balanced distribution system, including
transformat.on, primary and secondary rehabilitation and improvement.
Trancformer capaci-y was added, amounting to 9,317 KVA. This, with
the existirng 4,059 KVA provided a total of 13,3¢5 KVA of transformer
capacity. Cffsettins power factor ani losses by load diversity, this
would give sut'ficiert transformer capacity for the planned first
three years of th~ operation of the Kajakai Project -- that is,
through the oni of 1337, Additional distritution improvement and ex-
pansion will be n-elded, starting in 1951, This is not to say that
some distritution additions will not be made in the earlier years, as
ABM's prioritiec for new connections may reguire some such expansion.
However, for zhe firsct three years of project operation the distri-
bution system will be capatle of handling the requirements of the
customerc in the area which were used as 8 basis for Justifying and
desigrins the Kajakal Project.

2. The following descriptions include only those facilities
whicli can be ccisilered as a socurce of power supply by the time the
Kajakai Project is comrleted. Omitted are small canal drop hydro
plants and o0ld diesel plants which, through inefficiency and age,
will serve no useful purpose once Kajakal power is available. The
three installations discussed below (a, b, and c) are not now electri-
cally connected.
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a. Kajakai Dam on the Helmand River, and site of power
plant construction described in paragraphs II.B. and C. above, is a
rockfill dam with ungated spillway impounding a reservoir of 1,495,000
acre feet of gross storage. The dam 1s 270 meters long, 10 meters
wide at the top and extends 87 meters above original streambed. The
maximum operating head for power generation is 71 meters; the minimum
recomended operating head is 49.2 meters. The dam was completed in
1953 by Morrison-Knudsen Afghanistan Inc. at a cost of $12,545,000
with Export-Import Bank financing. Installing a gated spillway (under
investigation by the ADB)would increase the storage to 2,300,000 acre
feet and the maximum head to 82.5 meters.

b. Girishk Povwer System consists of a canal drop hydro-
electric plant {2-1500 KW units), 44 KV transmission lines and a 330
volt distribution syst=m. The basic system was completed by
Morrison-Knudsen Afghanistan Inc. in 1960 with Export-Import Bank
financing. The present value of the system is estimated at $1,900,000
for generation and $1,000,000 for transmission and distribution.

c. KXandahar Power System consists of a diesel electric
generating plant together with 11,000 and 3,300 volt distribution
system. The basic system was completed in 196u by Morrison-Knudsen
Afghanistan Inc. with Expor:-Import Bank financing. In 1971, two
1500 KW diesels were installed with A.I.D. financing (A.I.D. Loan
306-H-009). Present value of the system is estimated at $734,000 for
generation and $1,500,000 for distribution.




IIT. Economic Aspects

A. General

Afghanistan, with a per capita annual income under $100, a
literacy rate not higher than 10% and an average life expectancy of
40 years, is among the least developed countries of the world. Poverty,
disease and underemplcyment are ever present facts of life for the
maJority of the people. Economic development in recent years has been
slow and sporadic.

In July 1973, the monarchy was overthrown and replaced by a
Republic. This change in govermnment resulted in same disruption in the
economy and in development programs. 7The economy is now regaining strength
in part due to higher world prices for exports of fruit to India and the
Persian Gulf States, and karakul and cotton to Europe. The new government
has begun to declare its pocition on major development activities, including
the need for widespread participation by the people of Afghanistan in the
benefits of development.

Agriculture is the dominant sector of the Afghan economy in terms
of employment, production, foreign exchange earnings and sources of raw
material for industry. Over 807 of the population derives its income from
agriculture. Industry 1s small and consists primarily of processing agri-
cultural raw materials.

The production and transmission of electric power under this loan
will contribute to national development efforts in Afghanistan in general,
and to the people in the Helmand-Arghandab Valley in particular. It will
provide more reliable and less costly power to the present load-centers at
Lashkar Gah and Kandahar. This will result i an improvement in the over-
all quality of life of the people and promote development of agri-industries
in the area.

B. ProJect Analysis

Planning for electrification facilities in the Helmand Valley
started seriously in 1956 with a report prepared by the Tudor Engineering
Company under an A.I.D. grant. There followed a detailed study prepared
by F. W. Beck ¥ Asscciates in 1965 and again in 1967, also under an A,I.D.
grant. The Beck studies formed the basis for A,I.D, Loans 306-H-009 and
306-H-013: the formsr to finance the installation of two 1500 KW diesels
at Kandahar. as an interim sclution to that area's power needs, and the
latter to finance construction of a 33 MW hydroelectric power plant at
Kajakai Dam. The hydroelectric plant will be connected by 110 KV trans-
mission lines to the load centers of Kandahar and Lashkar Gah. These hydro
and transmission installetions are referred to as the Kajakal Project.
Various alternatives for meeting the power demand were investigated, i.e.,
a hydro plant at Arghandab Dam, central thermal power generation, and
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additional diesel generator sets at the sbove two load-centers. The
Arghandab Dem was i >und to be not feasible as & power source as no firm
power would be aveiieble during adverse water years. The central
thermal power station was the least economic of the technically feasible
plans. The final cholce was between the Kajakai Hydroelectric Project
and e combinaticn of load-center dlesel generators and deleyed construc-
tion of hyaro facilities at Kajekal Dam.

As demonstrated in the original loan paper. the Xajakai Project
was wore economical than both the load-center diesel generator project
and the Kajakai Delayed Project (deleying the Xajakai Project for some
years while the demand rose, and, in the interim, relying on diesel
generators). A comprehensive discussicn of the economics of the project
is conteined in "AP Amendment I.

In con. .dering the economics of this preject, due consideration
must be given to the extensive investment already in place in the dam and
powerhouse in the way of sunk costs. Although internal rate of return calcu-
lations develop a relatively low return, with other compoments already in place
the question is focused more on whether or not power will be delivered than on
the economic merits of the investment., It js apparent that, in any event,
power delivered by this system will have to be government-subsidized for the
indefinite future,

The Fajakei Project. cchedulei for cperaticn in 1977, together
with the existing Girishk Hydrc and Fanlanar Liescl Power Flants, will
serve the electric power needs of the Valley through 1971. A third
16.5 MW hydro unit will be required in 1992 at which <ime the Kandahar
Diesel Generstors may be retired. Investment costs for the third unit
are estimated at $L.0 million; in additicn, distribution system improve-
ments estimated at $2.0 million will be needed. The electrical system
should then be adequate through 1974, Although the Kajakal reservoir
might supply the energy to generate an additicnal 100 MW of power, plans
cannot be laid for such an expansion pending further studies of siltation,
reservoir operation for irrigation end flcod control, other future energy
sources, and the amount and location of demend. No such expansion of the
Kejekai Project is considered herein.
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IV. The Borrower and Implementing Agency

The Borrower will be the Government of Afghanistan (GOA) and the
ultimate recipient of the loan funds will be the Da Afghanistan Breshna
Moassessa (ABM), Afghanistan Electric Power Authority, un egency
reporting to the Ministry of Mines and Industry.

ABM's responsibilities include the operation of existing GOA power
facilities and the establishment of new ones. In this cepacity, ABM is
responsible for the construction and operation of the Kajakal project.
Anriex C shows the organization chart for operating the Kajakal Power
Plant and Annex D shows the organization chart for the Power Distribution
Agency. The organization for both the Kajakel Power Plant operation and
the Power Distributi on Agency (PDA) was developed by IECO in consultation
with ABM. Deteiled discussions of ABM and PDA are contalned in the original
CAP and CAP Amendment I.

V. Financial Aspects

The electric power sector is highly subsidized by the Government of
Afghanistan. The rates charged for electricity are extremely low and have
little relation to the cost of providing services. A.I.D, has been urging
the GOA to make a beginning toward the establishment of a rational rate
structure and service rules.

Early in 1972, as an outgrowth of a covenant in A,I.D, Loan 306-H-013,
ABM submitted for A.I.D. review the draft of a proposed rate structure and
service rules and regulations. A,I.D. made certain recommendations and
the proposal is now in the hands of interested agencies of the GOA. The
measures proposed will, if adopted, represent & giant step forward for the
GOA. The ultimate objective is, of course, a financially viable -: ity
system which treats all consumers equitably.

Basic data is not available from ABM for preparation of a meaningful
profit and loss statement and/or a balance sheet. Alternatively, a
revenue-expense analysis has been prepared for o selected year. Applica-
tion of the rate proposal to the load profile in the Helmand Valley
shows that revenue would average 2¢ per KWH when usage reaches the 1937
estimate. The year 197 is selected for the analysis as it represents the
year in which all three Kajakai generating units (the two now being
installed plus the one planned for future expansion) are loededl to firm
capacity. The analysis shows that using a 127 inte.est rate, a charge of
6.91¢ per KWH would be required to breek even. At 10%, the break-even
figure is 5,99¢ per KWH. (Details of these calculations are shown in
Annex E,)



VI. Implementation

A. Kajakai Hydroelectric Power Plant

As stated in Section II. C., the power plant is under con-
struction., The contractor, Fishbach-Oman International (FQI),
is providing general construction services, related materials and
equipment, and is installing the major power plant equipment
purchased by ABM, as listed in the aforementioned Section.

The consulting engineer, IECO, is responsible for the
design of the plant and for inspection and supervision of its con-
struction, together with training of future plant m: agers and
operators.

Completion of the power plant is scheduled in May 1975, a
date that appears realistic since the constructicn work is currently
on schedule.

B. Kajakai Transmission System

As stated in Section II.D., the transmission system will be
constructed by a U. S. contractor selected through normal competitive
bidding. The contract will be a labor and material contract, with
the contractor responsible for purchasing, shipping, and installing
all materials. The contractor will use concrete poles manufactured
by himself at a pole plant he will purchase and erect at a site of
his choosing., The contractor will also be responsible for transport
of the poles from the plant to the point of installation in the trans-
mission line. The pole plant will be turned over to ABM upon com-
pletion of construction. Bids for construction of the transmission
system are expected to be taken in October 1974. Award of the
transmission line contract should be made by November 1974, This
would permit the contractor to commence construction early in 1875
with completion scheduled for mid-1977.

C. Training Program

Some training has proceeded during the past 18 months.
IECO arranged for four Afghans to be trained in the U. S. by the
manufacturers of the major equipment and provided training in its
U. S. office for these same four people. The balance of the training
program will be carried out as construction proceeds and the need
for operators of the power plant and transmission system approaches.
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IECO will provide operations assistance for ten months after
completion of the project with an option i the contract to provide
up to a maximum of two additional years assistance, if required.

D. Rate Reform

Early in 1972, as an outgrowth of a covenant in A,I, D, loan
306-H-013, ABM submitted for A.I.D, review a draft of proposed
rates, rate structures, and service rules and regulations. A,L D,
made certain recommendations and the Cabinet considered the
proposal but deferred any action. (The proposed rate structure was
included as Annex G in CAP Amendment I.) The new government,
in power since the coup d'etat of July 1973, has thus far made no
move toward revision of the rate structure.

During the course of continuing contacts, we shall urge the
GOA to take at least the first step in rate reform by implementing
the A.I, D, proposal, or one similar to it. We shall also urge that
the GOA give consideration to further rate reforms which will be
needed to insure the ultimate financial viability of the electric
power systems in the country, particularly in the Helmand-
Arghandab valley, the area of immediate concern to the Kajakai
Project.

Impact of Loan on U. S. Economy

All of the equipment, components, spare parts and materials
to be financed from the proceeds of the proposed loan will have their
source and origin in countries listed in A.I. D, Geographic Code
941; however, only U. S. firms will be eligible to bid on the con-
struction services contract. It is thus antiéipated that the effect
on the U. S. balance of payments will be favorable during the
construction phase. When completed, this infrastructure project
will have no adverse effect on the U. S, economy, which will in
fact derive some benefit from a continuing, though modest, need
for U. S. spare parts.
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Repayment Prospects

The GOA's foreign debt totalled $680 million as of
March 1973, Total debt servicing, including principal and
interest, during 1974 is $42 million; in 1975 $47 million its
expected peak. The expected debt service ratic in 1974 is a
relatively high 23%, but 75% of the debt is owed the USSR which
in the past has shown no reluctance to reschedule even with no
participation by Western creditors. Also, Afghanistan's
export earnings are rising rapidly, at better than a 20%
per annum rate.

Foreign exchange reserves are rising and are expected
to rise in 1974, Foreign exchange reserves, now about
$68 million and expected to increase $10-15 million this year,
are sufficient to cover (G-1/2 months of projected 1974
commercial imports. The Fourth Five-Year Plan calls for
an active export promotion policy in cotton, karakul, and
fresh produce, and last year's wheat surpluses might also add
to the total exports. The Plan also calls for an active program
in import substitutions. This should reduce pressure on the
GOA foreign exchange reserves, Moreover, tourism receipts
have grown sharply in recent years. This recent trend should
contirue over the long run.

Afghanistan's debt to the U. S. as of FY 73 is $70.5
million. Debt service to the U. S. in 1974 is $5 million and
is expected to decline somewhat over the next 10 to 15 years.
Principal and interest payments on U, S. development and
Export-Import Bank loans have never been in default, and
prospects for repayment of the proposed $7.5 million supple-
mental loan are considered reasonable.
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IX. Environmental Impact

No negative environmental factors are anticipated in
construction and operation of the transmission lines. The
proposed transmission line passes for the greater portion
of its length over government-owned land; only about 35
miles is routed over private property--some intermittently
cultivated. For the most part, the line parallels the main
national highway, allowing for easy and unhindered access
for future maintenance operations with a minimum of dis-
turbance.

Throughout its length, the transmission line will pass
through a sparsely populated area. Visually, the line will
tend to blend with the background as it will be supported on
concrete poles. From a safety standpoint, the energized
line will be some 40 feet above ground level, and the smooth
concrete poles will be difficult for the adventurous to climb.
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Detailed Description of Kajakai Project and Cost Estimates:

1. Power Plant

The power plant consists of two 16.5 megawatt (MW) hydro-
electric generating units and necessary appurtenances. Maximum unit
output during low water years is 11 MW (expected at least once every
ten years). Major components are as follows:

a. Two Francis-type hydraulic turbines; 23,000 horsepower at
215 ft. ret head (65.5 meters); 300 rpm. Governors, pressure regulaters
and turbine shutoff valves.
Contractor: Allis Chalmers.
Estimated cost: $1,867,000 FX,

b. Two generators, salient pole, 20,625 KVA; 0.80 pf at 60°C,
13.8 KV wye, 300 rpm, 50 Hz. Vertical shaft, upper thrust and guide
bearing, lower guide bearing, direct connected exciter, 15% overlcad
capability 80°C. Contractor: Westinghouse. Estimated cost: $1,520,000 FX,
¢. One 91-ton capacity hcist, and .ne {ixed wheel gate L.7
meters wide and 9.5 meters high. Contractcr: Star Iron and Steel Co.
Estimated cost: $213,000 FX.

d. Three single-phase step-up pcwer transfcrmers OA/FA
convertible tc OA/FA/FA or AO/FA/FAT. Initial rating 13.0/17/3 MVA;
ultimate rating 13.0/17.3/C01.7 MVA. Low voltage 13.8 KV; high voltage
110/€3.5 KV; 52 Hz. Ccntractrr: Westinghcuse. Estimated cost: $21L,000,

e, One set «f switchgear in powerhcuse.
Contractor: Golden Gate JSwitchgear Cc. Estimated cost: $226,000 FX.

f. Construction of power house, in-take structure, penstccks,
and step-up substantion, including material and equipment not included
abcve. Contractor: Fishbach-Oman International, a Jcint venture.
Estimated cost: $7,900,000 FY and $2,300,000 IC equivalent,

g. Total cost estimate based on using a U,S,
U.S, material and equipment is $12.0 million FX and §Z.
equivalent,

ccntracter and
Z.2 million IC

2. Transmission System:

a. 110 KV single circuit from Kajakai to Midway (towards Lashkar
Gah) ana thence east to Kandahar, 123 miles. The first 13 miles from
Kajakai, two river crossings, and certain short sections where right-of-
way is a problem will be steel towers; the balance, prestressed steel
reinforced concrete poles. Conductor will be Aluminum 397.5/HCM for the
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concrete pole section and 397.5, ACSR for the steel tower sectiomn.

b. LU KV single circuit from Midway to Lashkar Gah 16 miles.
Prestressed-steel reinforced concrete poles. Conductor will be 266.8
MCM Aluminum.

¢, Carrier communication equipment.
d. Substations (Steel structures, 50 Hz.) as follows:

KANDAHAR - 3 single-phase, 9/12 MVA, OA/FA, 110/20-13.2 KV Transformers
-1-110 KV oil circuit breaker, 5000 MVA, 1200 Amp.
-1-13.8 KV oil circuit breaker, 250 MVA, 600 Aup.
-2-20 KV o0il circuit breakers, 250 MVA, 600 Amp.
1 threc-phase, 2500 KVA, 13.8 2L/2.L XV Transformer.

MIDWAY - 3 single-phase, 3.3/L.2 MVA, OA/FA, 110/L4 KV ¢ransf-rmers,
-1-110 KV o0il circuit breaker, 5000 MVA, 1200 Anmp.
-1-LL4 KV 0il circuit breaker, 1500 MVA, 1200 Amp.
-1-Lh4 KV 9520 KVA grcounding transformer, 250 Amp.

ASHKAR GAY - l-three-phase, 5300 KVA, LL/3.3 KV
=1-Lb-¥V cil circuit breaker, 1572 MVA, 1200 Amp.

e, Tctal cost estimate based on using & U.S, contractor and
U.S. materia: and squipment is $7.) milli~on FX% and $2.0 million LC

equivalent,

3. . Engineering and Trainirg

These items are ircluded in the International Engineering Company
(IECC) contract and include services for the powerhcuse, transmissior, and
substation components. Estimated costs are $3.5 willion FX and $702,000 1C,

L, Total Kajakai Prciect Cost Estimates:
Foreigrn Exchange Local Currency
Power House $12,000,207 $2,300,000
Transmissior System 7,000,200 2,000,000
Engineering and Training 3,500,000 700,000
Total 22,500,000 5,000,300 equiv.

e e p——
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KAJAKATI TRAINING PROGRAM
STATUS - MARCH 18, 1974

The training program has been proceeding in accordance with Amendment #1
dated May 18, 1971 of the Kajakal Agreement between IECO and ABM. The
future program will be greatly affected by the delay in construction of
the transmission line. The effect on training should be beneficial if

advantage is taken of the training opportunity presented by the idle Kajakai
plant.

In accordance with the Agreement, the Training Coordinator made a trip to
Afghanistan and Iran during the period July to October, 1571. He made
arrangenents for training facilities in both countries, ianterviewed pro-
spective trainees, gave A3M a repori recommending implementing action with
selection of trainees, arrangements for U.S., Afghan, and Iranian training.

ABM has selected men for the following five positions:
Pog, 1. Plant Manager, Engr. Faqiri, A. Baqi
Pos. 2. Chief Maintenance Engr., Engr. Abdul Mohammed Faqiri
Pos. 4. Electrical Maintenance Fngineer, Engr. Mohammed Gul Mohabbat
Pos. 5. Mecharical Maintenance Engineer, Engr. Mohammed Asiam Yaqubil
Pos. 7. Transmission Maintenance Engineer, Eng:. Mohammed Ali Saadat

Mr. Baqi has recelved previous U.S, training and has not received any ad-
ditional U.S. training on this program. The other four came to the U.S.

on this program and recieved a total of 32 man-months training during
period November 1972 to Movember 1973. This training included visits

and work at a number of facilities. These included factories manufacturing
components for the Kajakai plant, various utilities and hydroplauts.
Familiarization with equipment and operation and maintenance methods were
the principal goals of this training. These five men are presently at the

Kajakai site handling lialson between ABM and other parties and assisting
in construction inspection,

ABM recently received 15 graduates of the Afghan Institute of Technology
for assignment to Kajazkai. Training in cooversational English is now
beginning under Peace Corpe Instruction. These trainees will be moved to
Kajakai and the English training will be extended to include techaical
jargon.

1IECO's Training Coordinator will leave for Afghanistan on March 21, 1974
to plan out the remaining program with ABN.

The delay in construction of the transmission line will leave the Kajakai
hdyroplant idle for abcut 21 months. If the previously planned routine

in training were followed, there would be delays and long periods of idle-
ness for the trainces. The result would be harmful to the ultimate project
operation.
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/A new hopeful program can be follewed by utilizing the Kajakai plant for
training. Acceptance tests of the Kajakal generators require loading with
a water rheostat. This rheostat could be us*d as a simulated load for
operating the plant for training in operation and maintenance. The plant
would be operated as though it were feeding normally into a load, hut

it would be available for simulation of various operating problems and

for thorough study of all component equipment. The continuous development
of an operating team is a big advantage in this approach.

The Agreeuent calls for initial operation for 10 months with 3 U.S. operators.
The period of simulated load operation may be about 21 months. This opera-
tion can be handled by one U. S. operator operating cne shift but utilizing
the full crew.

The Agreement calls for the Advisor on Operation and Maintenance to arrive
at tiie end of initial operation and remain for a total of 24 months.

With the revised cperation, it would be desirable to have the Advisor
arrive just before the transmission line and substations are commissioned.
A transmission line operator would be availsble during the first four
months of tranemission line operation, also, the plant operator would leave
after one to two months of full operation.

The trainee man-months on the original contract included the ten-month
initial operation period. With the nevw plan the man-months are almost
the same up to the time of transmission line operation. The ten-month
initial operaticn period would be eliminated as the s¢imulated operation
will create a better trained operating tee s than the total original plan.

Some positions should still receive additional training. Communication
technicians should be trained at the Tele-Communications School in Kabul.
The relay and instrument technicians should be trained in Iran. Kajakai
- and Breshna Administration should receive training in Iran. If Iranian
training arrangements are not practical, additional U.S. training might
be available by use of funds remaining under the agreement.

ABM should make decisions on several items soon. The Kajakal Project
Office Organization should be clearly defined and plans for change to an
Initial Operating Organization and then finally into a Kandahar/Kajakai
Organization. Locations for the final organization central office. mainte~
nance and warehousing facilities should be selected.

The intent of the present trip of the Training Coordinator is to get agree-
ment in principle for the continuing program as outlined above and to pre-
sent ideas for formulating the operating organizations. The report on

this trip will include the results of plan discussions, an evaiuation of

the U.S. training and an evaluation of the 15 AIT graduates, and if possible
at this time, recommendation of additional men from the contractor's crew.

The third and final trip of the Training Coordinator under the Agreement

will be made at the beginning of full operation to evaluate the total

training program. Observations on this trip will provide a base for recommand-
ations for additional training taking into account future development of

the system.
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REVENUE-EXPENSE ANALYSIS
Selected Year 1987

INVESTMENT

Generation and Transmission:

Girishk Hydro: $ 1,900,000
Kajakai 3-Unit Project 31,500,000
Sub-Total $33,400,000

Distribution and Sub~Transmission:

Girishk . $ 1,500,000
Kandahar 3,000,000
Sub-Total $ 4,500,000
Total Investment: $37,900,000
Assumed Composite Life 35 years
Debt Service Factor 12% .12232
Debt Service Factor 10% .10369
Amortization -- Annual at 127 $ 4,636,000
Amortization -- Annual at 10% $ 3,930,000

OPERATING EXPENSES -~ ANNUAL

Generation and Transmission:

Girishk hydro $ 25,000
Kajakai 3 Unit Project 370,000

Sub-Total $ 395,000
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Distribution and Sub-Transmission:

Girishk
Kandahar
Sub~-Total
Total Operating Expenses:

C. REVENUE ANALYSIS - ANNUAL

Total Annual KWH Sold
Average KWH Revenue
Total Annuasl Revenue

Note 1 - Based on (a)

$ 75,000

175,000
$ 250,000

$ 645,000

76,418,000
$ 0.02000

$ 1,528,000

(see Note 1.)

rate schedule, service rules,

and rates as proposed but not yet adopted by ABM, and (b)

consumer classifications, load factor and average KWH usage

used in original CAP.

D. REVENUE ~- EXPENSE ANALYSIS -- Annual

Revenue
Expenses

Deficit
Increase in Revenue
If Average Revenue
Per KWH is increased
to -- $0,06911

-- $0,05987

E. CONCLUSION

Break even point at 12% Interest would be Average KWH Revenue of 6.911¢

for 107 it would be 5,987¢.

127 Interest

$ 1,528,000

__5,281,000

$ 3,753,000

$ 3,753,000

107 Interest
$ 1,528,000
4,575,000

$ 3,047,000

$3,047,000
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DEPARTMENT OF STATE ‘ T
AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON. D.C. 20823

AquD- LOE-n NO- 306°H-013
CAP No.

AMENDED CAPITAL ASSISTANCE LOAN AUTHORIZATIOR
Provided from: Development Loan Funds
(Afghanistan - Kajakai Hydroelectric Power Plant)

Pursuant to the authority vested in the Assistant Administrator,

Bureau for Asia, of the Agency for International Development ("A.I.D.") by
the Foreign Assistance Act of 1961, as amended, and delegationms of
authority issued thereunder, I hereby authorize a second amendment

to A.I.D. Loa~ Number 306-H-013 to the Republic of Afghanistan
("Borrower") (previously authorized by the Administrator in the amount

of $12,000,000 and subsequently amended to add $3,000,000) to add an
amount not to exceed $7,500,000 pureuant to Part I, Chapter I, Section
106-Selected Development Problems and Part I, Chapter II, Title I,

the Development Loan Fund to be made available to the Republic of
Afghanistan to assist in financing the foreign exchange cost of goods

and services required to construct certain transmission facilities reqguired
for the 33 megawatt two-unit hydroelectric generating plant now under
construction at Kajekai Dam being financed by the total $15,000,000
previously authorized.

This increase in the Loan is subject to the following conditions:

l. Interest Rate and Terms of Payment

This increase in the Loan shall be repaid by the Republic of
Afghanistan within forty (40) years after the date of the first dis-
bursement under this increase, including a grace pericd of not to exceed
ten (10) yeers from the date of such first disbursemmant. The interest
on the disbursed balance of the increase in the Loan and on any due
and unpaid interest shall be at the rate of two percent (2%) per annum
during the ten (10) years grace period and at the rate of three percent
(3%) per annum thereafter.

2. Currency of Repayment

Repayment of the increase in the loan and payment of interest shall
be in United States Dollars.

3. Other Terms and Conditions

a. Borrover shall assure A.I.D. that any other currencies required
for the project will be made available.
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b. Unless A.I.D. otherwise approves in writing, procurement
of consbruction services shall be from the United States (Code 000), and
procurement of goods and related services shall be from Code 941
countries,

c. This increase in the Loan shall be subjJect to such other
terms and conditions as A.I.D. may deem advisable.

Date:

Assistant Administrator
Bureau for Asia

Clearances:

ASIA/CD: RBPerry
ASIA/CD: JEStephenson
ASIA/NE: LCStamberg
SER/ENGR: RStokely
GC/ASIA: WBGair
ASIA/DP: FDCorrel
SER/FM: SLBrown
PPC/DPR: FBKimball

Drafted by: GC/ASIA: Jay A. Burgess
ASIA/CD: Ted G. Lee:L/12/7TLk
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FULFILLMENT OF STATUTORY OEJECTIVES

A. Needs Vhich the Loan is Addrecsing

1, FAA Scction 103. Discuss the extent 1,
to which the loan will alleviate starvaticn,
hunger and melnutrition, and will rrovide
basic services to poor people enhancing
their czpacity fer self-help.

2. FAA Section 20L, Discuss ihe 2.
extent to which the lcan will increcase
the opportunities end rotivaticr for
fauily planning; will reduce the rzte
of population growth; will prevert
and corbot disease; and will help provide
health services for the grezat majority of
the population.

3. FAA Section 105. Discuss the 3.
extent to vhich the lo=a will recuce
illiterag¢y, extend basic ecucation, and
increase manpover training in skills
related to developmant.

L. FAA Scction 10£. Discuss the 4,
extent to vhich the loarn will help solve
economic erd social cevelor:itent problezs
in fields such as trarnsportatien, power,
indusiry, urtan develorment, end export

develorient.

‘lot anplicahle,

‘lot applicahle.

Not annlicahrle,

The Velmand-Arehardah Vallew -

the region to be servad bv t=i:
project - is one of t'e najor

develonip~ areas of t“:e cormtr:.
For soma vears vith 1,7,
a nro~ram has keen uyr-er-av to

Azsicio oo

increrase oroductivitv arn? inerorn

in

the valley throuch creation of

the necessarv institutfanal,
irriration, and acricul turo?

infrastructure 15 vel] as
mannower.,

trained
This nroject {11 hel-

meet the growing need for »ouver

related to this lonr-tern rectonal
devalopment effort. It will
afford fncreased and more reliatie

S}egﬁgisaqusf o the 1nad center=
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5. FAA Section 107. Discuss the 5. Yot anplicable
extent to which the loan w111 supnort the

general economy of the recipient country:

or will sunnort develonnent prorrams
conducted by private or international

organizations.

B. Use of Loan Funds

1, FAr Section 110, ‘'That

assurances have beén or will pe waae 1. The GOA will pive its assurance
that the recinient countrv will nrovice bv sianirr a lean aereerent arend-
at least 257 of the costs of the entire ment with a provision therein,
programn, nroject or activity with resncct For this amendment to the loar 602
to which such assistance is to he furnished will be contritutine the enuivalent
under Sections 103-107 of the FAA? of $2,000, 00 rouarde the trana-

miss{on sv-tem and SHANY 10D toar's
en~ineeorir~ and trainin. «ich
constitutes rore than 20Y of the
total of S10,700,79M related té
this arendrent,

2. Eﬁﬁ_iﬁﬁEiQE_l{l; Niscuss the 2. Tlectrification in the nroject
extent to which the loan vill strensthen area is an ir~ortart comorert of
the particination ot the urtan and rural the overatl nevelonment of [ne
poor in their ccuntry's develonrmeont, and elmand Yallew - a major ~ffort
will assist in th~ develormrent of aimad at sabetantiallv i-nrovine
cooperatives vhich will enalle and ' the life of the urban and rurel
encourare greater numkers of noor neconle noor in that nart of the countr:..
to halp themselves toiwrtard a better life, This e(fort, althourh not ali~. at

the estanvlishment of ceonecrative-,
is intendad to nrovide “orn

increascd incentive and onnorturit
for narticination b the nonr in

their country's cevelonnant,

3. FAA Section 112, Wi1l1 any nart 3. Yo.
of the loan bgmdggﬁifgngnruuct any nolice
traininc or ralated nrorram (other than
assistance rendered under Scctjon 515(c)
of the Omnibus Crime Control aned Safe
Streets Act of 19C3 or with resnect to
any authroitv of t'e Dru~ Taforcement
Administration of t%e F21) in a foreirn

country?
4, FAA Section 113, Describe the 4. This project ia not directed
extent to whic¢h the »rograns, projects or snecifically to this ohfective.

activities to be financed under the lean
give narticular attention to the intefra-
tion of women into the national economy

of the recipiont country.



11,

5. FAA Section 114, ™11 any nart

of the loan be used to na nay for the per-
formance of ahortfons as a method of

familv nlanninc or to motivate or coerce
any rerson to practice ahortions?

COU'ITRY PTRTORMANCF

A. Progress Towards Country Coals

1. FAA E""rn(h)(J) 4201 (MY (7)),
201(b)(?) ”0 “Hiscuss tue extent
to which tHc countrv is:

{a) ™alinc~ annronriate efforts
to increase food nroduction and
im>rove recans for food storape
and distribution,

(h) Creatine a favorahble climate
for foreien and domestic orivate
entervrise and investmont:
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5. Yo

(a) TNapid increase in arricultural
procduction 1s a ton nrioritv of the
Afchan Cavarnnent.  This i{ncludes

the introduction extension and rre-
ductior o im~roved variceties nf < aar
and fertilizers in an effert to na%e
the countrv self-nufficiert in foo
grains. “hese effarts, counrled oith
favora'. ¢ veather, led to a sutstartial
increaz~ in wheat productien in 173
aftcer tro vears of sarious shorta-e,
With U.<, assistance,
seel ine tn inarove fts fartilizer
distritution svsten and fertilizer

usane has steadilv increased, Tur OO
has also utili=rd assistance 0f the 7,
the FRG and other donors in analvzip-
methods for surnmortine wieat sta'ilizsric
prorra~s and in irncreasine and {mnrovin-
foo? storare ard distribution.

the 0N4 bac teen

(b) Since the mid-1960's the
development policy of Afghanisten
has envisioned a mixed guided
economy. Within this framewers,
the GOA has indicated that it
sllocates a significant role >
private investmecnt, particulariv
for small and medium enterprises,
A Foreign and Domestic Private
Investment Law, promulgated in
1967, has provided incentives to
private investment and led to
approval of over 165 small inc.s-

tries and the start-up of over -*

manufaccuring operations in the
past five years. A revised
Investment Law, currently under
consideration, is expected to de

promulgated in the near future.



(c) 1Increasing tha people's role in
the developmental process:

(d) Allocatine exnerditurss to
developmrent rather than to

unnecsssary military nurposes or

intervention in other free
countries' affairs-

(e) Willing to contribute funds
to the nroject or propram:

(f) Meking economic, social and
political reforms such as tax
collection improvements and
changes in land tenure arrangement;
and reking progress toward respect
for the rule of law, freedom of
expression and of the press, and
recognizing the importance of
individual freedon, initiative,
and private enterprise;
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(c) The GOA has accorded high
priority to the implementation o
rural development precgrams desiznzZ
to maximize benefits to the poorzs:
segments of society and to utili:
self-help efforts at the lccal i
to che greatest possible exten:.
Mamy small rural works projects,
including feeder roads, bridzes
and irrigation ditches were
constructed over the past few yezrs
through such programs, particular
during the period of drouzht.
Broad popular participation in
development has been enunciated

as & basic goal.

(d) Afghan arms acquisition is
motivated by desire for defermsiw:
capability and internal securi:zv,
The Government professes no ofier-
sive intentions,

(e) Afghanistan will provice tie
local currency resources recuire:
for twplerentation of the loan,

(£} The creation of a Cadastral
Survesy Organication with carlicer
USAID: assistance was Jdesigned to
create the base fcr an 3gricul-
tural tax. Coacentrstion >f land
ownership and an extensive share-
cropping pattern suggest thit scme
form of land rcfnrm is desiratle
but there is no indication that
such reform is prescntly contem-
plated by the Covernment. USAID
is assisting in the improvement,
standardization and rationalizaticn
of the tax collection system.
Press freedom at present is some-
what limited. As noted in
paraggraph (b) above, GOA policy
ervisions a significant role for
private enterprise,
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(g) Responding to the vital economic, (g) See Section III of Loan
political and social concerns of its Paper.

people, and demonstrating a clear

determination to take effective self-

help measures,

B, Relations with the I'nited States

1. FAA Sec, 620(c). If assistance 1. Afghanistan is not known to
is to a rovernnent, is the sovernrent "be in violation of this sectiorn.
indebted to any U,S, citizen for roods '

or scrvices furnisued or ordered vhere:
(a) such citizen has exhausted avail-

able lecal remedies, includirge arbitra-~
tion, or (b) the dett is not denied or
contested bv the ~overnnent, or (c) the
indebtedness arises under sucii rovern-
ment's or a nredoceessor’'s unconditional
puarantee”?

2. TFAA Sec. 622(M). If the loan 2, Not applicahie,
is intended for conatruction or overa-

tion of any vroductive ¢rterprise that

vill commnte with: U',S, enternrise, has

the country acrenad titat it v111 estarlish

annropriate nrecedures to nrevent ewnort

to the U,5, of more thun 297 of {ts enter-

nrises annual ~roduction curine thie 1life of

the loan?

3. TAA Sec, 829(»)(1). 1If assistance 3. Afchanistan ia not knowr to 2
i3 to a covarnTant, has tha countrv's covern- in violation of env nrovigicn
rent, or anv aecence or sutlivision thereof, of this nection,

(A7) nationalized or exoronriated pronerty
omead hy ', ¢, citizers or bv any tusiness
entity not less than 577 beneficiallv ovmed by
U.S, citizens, (L) talen strns to renudiate,
or nullify existine contracts or acrecerents
vith suchi citireis or entitv, or (f) imnosed
or ~nforced discrininatory taxes or other
exactions, or restrictive maintenarce or

operation conditions? If so, and rore than
six ronsiic hns elarsed since such occurrance,
identifv the docurent indicatin~ that the
rovernrent, or annronriate arcnev or sub-
division thereof, has talen annronriate stens

to discharre 1ts o“lications under international
lav toward such citizen or entity? If less than

six rort“s has olansed, what steps, 1f anv, has
it taken to disciiar~e its oblirations?
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L. FAA Sec. 620(1). Has the country ' 4,
percitted, or failed to take adeqguate '
measures to prevent, the damage or
destruction by wob ection of U.S. property,
and failed to teke approvriate meazures to
prevent a recurrence end to provide adequate
conpensation for such cdamage or destruction?

5. FAA Sec ,620(1). Vas tie povern-
ment instituted an investment suaranty i
program under FAA Sec. 221(L) (1) 234(3)(1)

for thn specific risl's of inconvertitilitv and: 5.
exnropriation or confiscatien?

6. FAA B620(o,. TFishermen's , 6.
Protective fct ot 135k, a5 acended,
Section 5. Has the country seized, or
imposed any perz2lty or sanction ageinst,
any U.S. fishing ectivities in interna-
tional waters? If, es a result of a
seizure, {he U.S.G. hos mede reimlursement
under the provisions of the Fisherman's
Protective Act end such ermount has not
been paid in full by the seizing country,
identily the wocuwseatalion whilen describpes
how the withholding of assistance under
the FAA has bean or will te eccecmplished.

T. FAA Scc. €20(a). Has the 7.
country beer in defeult, during & period
in excess of six monthc, in pzyment to
the U.S. on any FAA lozu?

Mo

Yes

Yo

\10.

8. FAA Sec. 622(t). Have diplonatic 8. Afghanistan has not severed
relations between tne country and the U.S. diplomatic rclations with the
been severcd? If so, have they been United States.

renewed?
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C. Peleations with Other Nations and

the U.N. .
1. 7AA Sec. 620(i). Has the 1, Mo

country been officially rerresented at
any international conference when tihati
representation included planning activi-
ties involvirg insurrection or subversion
directed against tne U.S5. or countrics
receiving U.S5, assistance?

2. FAA Secs. 620(2), ¢22(n). Has 2%, Mo
the countiry sold, furnished, or perritted
ships or aircraft under ics registry to
carry to Cuba or North Vietnarm, items of
econcric, militery or other assistance?

3. FAA Sec. 620(u); Ao, Sec. 107. 3, Afghanistan is not delinguer:
What is the status ol the couniry's in any obligations to the Uritec
U.Y. dues, ascessmzats or otier Nations. Use of loan funds fcr
obligeticns? Does the lcur agreement any purpose unrclated to th.
bar any use of funds to pzy U.N. prejoct will not be permittcoc
assesscents, dues or arrcarages? under the loan agreement,

D. Militery Situation

1. FAA Sec. 620(i). Hes the country 1, Afghanistan {s not Lnowm to
engeged in or irepurad for egpressive be in violation of this scctica.
military efforts directed against the
U.S. or countries receiving U.S. assistance?

2. FAA Scc. €20(s).(1)¥nat is 2.(1)(a) *fohanictan’s rilitary
(e) the percentzne of the country's budget hudret annears to he ‘akont 2377
devoted to militery purpoces, and of the total Ludset,
(b) the amount of the country's forcipgn
exchznge resources used to acquire military (t) The Coviet Tnion ard othay
couipment, and (c¢) has the country speat astern bloc countrisc ares tic
moncy for sophisticated weapons systems princinal sunnlirrs of miiitare
purchased since the statutory limitation equinment for the Afeshap arrn¢
became effective? forces. This eauinment fe

nurchased on lon~-terr credits
at below "'marl:iet nrices’.

(¢) Some surface-to-iir
missiles, Md 61's firhter
bombers and ruided anti-rani:
migsiles are considarad thia



II1I.

2. (2) 1Is the country diverting U.S.
development assistance or PI, 4830
sales to military ermenditures?

2, (3) Is the country diverting its
own resources to unncessarv mili-

tary exnenditures? (Findincs on

these questions are to bea made for
each country at least once each

fiscal year and, in addition, as
often as mav be reauired by a material
change in relevant information,)

CONDITIQN OF THE I0Al

A. General Soundness

Interest and Repayment

1. FAA §5201(d), 201(b)(2). 1Is the
rate of intercst excessive or unreasonavle
for the borrower? Are there reasonable
prospects for repeymont? What is the
grace period intcrest rate; the rollowing
period interest rate? Is the rate of
interest higher then the country's appli-
ceble legal rate of interest.

Financing

1. FaA 8201(b)(1). To what extent
can financing on reasoncble teros be
obtained from otler frece-world sources,
including privace sources within the U.S.?

Economic and Technical Soundness
1. FAA B3201(b)(2), 2C1(e). The
ectivity's econcnic and techniczal
soundrness to undertaxe lozn; dces the
loun gpplication, together with infor-
mation and wenurancas, indieate that
funds will bLe uscd in an econonicclly
an? technically sound wanner?

2.(2)

2.(3)
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sonhisticated comnmonents of

the Afchan military swsten.,
These weanons are availa®le

in limited quantities.

Afshznistan is not kno'm to b
divertine develonment assic-
tance to militarv exvenditurns

The Afghan military, both air
force and armv, totals 27,1077
men on active dutv, The gizs
of this force and its epuin—=p:
are congicered consistent vit:

the countrv's defense and
intarral securitv needs,

1. The rate of Interest 1s
considered reasonakle,an” ranau-
rment of the loan with Intererst

is within the financial cana®itiee
of the horrover. Tnternst throu~h
the grace perfod will bSe at the
rvate of 77 ner annun, and 37
thereafter. 7This rate is nnt
hicher than the annlicalhle le-al

vate of interest in Afghapistan,

1. o other free-torled sonurces,
includine nrivate sources withip

the 1",¢,, have indicated an
interest in financines the loa-.

1. The project is economicallv
and technically sound,See

Sections I & TI of the CAP,
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2, FAA 6611(e)(1). Have engineering,
financial, and othev plans necessary to
carry out essistance, and a reasorable
firm estimate of the cost of assistance to
the U.S., teen completed?

3. FAA £611(b); Aro. B101. If the
loan or grant is for o wzier or relested
land-resources constructior project or
program, do plans includs a cost-
benefit corputatiorn? Does the project
or progren neet the rzlevant U.S.
construction standards and criter:iea

-

used in cetermining Ifeasibility?

L. Fapr 6521(e). I this is a
Capital Assistance Project with U.S.
financing in excess of $1 million, has
the principal A.I.D. officer in the
country certified &s to the countzy's
capability effectively to maintain ard
utilize the project?

B. Relation to Achievement of Ccunirv
und nesional Gocls

Country Goals
1. FAA §8207, 221(a). Wnat is this
loan's relaticn to:

(a) Institutions needed for a
democratic society and to escure
maximur participation on the pert

of the pecple in the task of econozic
developmeni?

(b) Enabling the country to meot
its food neceds both from its owvn
resources and through development,
with U.S. help, of infrastructure
to support increased egriculturel
productivity?

(c) Jecting increasing need for
traoined nanpower!

(d) Dovelopinz prosrums to meet
public Lenlth nez2dst

|
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'

2, Yes.

3. The transmission svstem is
not a water or related land-
resources nroject. It has met
such standards and criteria.
(See Section ITT of the CAP,)

4, Yes.

(a) This loan will firance con-
struction services and eouin-
ment and 1is intended co increace

the availahilitv of electric

power as a nrerequisite to
economic and social develonment.,

(b) The loan, by developine
electric power resources, +ill
nermit the mrouth of enternrises
which can assist in the develon-

ment of the apricultural secror.

(c) The loan nrovides for traie-
ine of administrative and opern-
t{ional personncl.

(1) ™is loar 1s rot Afrprtle
retated to pihlic healr’s,



(e) Assisting other important
econonic, political, and social
developrent activities, inclvding
industrial development, growth of
free labor unions; coopcratives and
voluntary agencies; imcrovement of
trapsrortzticn ané cozmunication
systems; capabilities for planning
and public edrinistration; urban
developzernt; and rodernizztion of
existing laws?

2. FAA 8201(b)(%). Daseribe the
activity's consistency with and relation-
ship to other develcprznt activities, and

its contrivution Lo relizatle lon;-range and to the attain—ent of the
objectives. echomic development objectives of
' Afghanistan, 1t closels co- i oe
other developriental ciivrts uvndor oo
in the Valley with U.S. and eotter
doner assistance.

5. FAA 8201(v)(0). Hou will v~ 3. hv ”TOV1ﬁ1nﬁ adeatiate, reliatle
activity to ve Tipanced contritute o e nover for {rdustrial proeth,
achieverent cf celf-sustaining growen?

L. Fh:s So0u(0), . Tlectrfc noer {s erssential to
loan dc;E;EI:TfiZTﬁ most develonnent activities, The

’ - s e Teodonve nover rade avaitatle by this nrojrce
px‘orr:ot.(:'."u-L coun Af me courtivte hu-cn end 111 be used by cnmrercial, inlus-
taking into account tuﬁ,tf:t:;gzzl‘:»i trial, ard arricnltural interemcte

TSI0A.

materiel resourse regulars :
relaticnship belueen uitionte oblezt

=i

of the project and overall eccnomac
development.

5. FaA €201(b)(3). 1In what ways dce:s
the activity give reazscnidle pronise of

contributing to the dov

capacities?

nt of econcemic
resourccs, or to the increase of productive
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(e) By developing adequate
'supplies of reliable powcr, the
loan will directly contribute
industrial development and provic
a basis for grovth of a free la-o
movement,

o]

€
-
I

2. The proposcd loan would cc:tri-
bute to the development of t!e
Helmand-Arghandab Valley reg.on

o further the develonment of the
"¢lmard Vallev and {mnrove the
~vality of 1{fe of the nonulace.

5. The project is designed tc
contribute to the maximum extent

to the long-rangc ecconomic develop-
ment, and industrialization, of the
region to be served.
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6. FAA 8281(b). How does the pregram 6. The Loan contains a training
under vhich assistance is provided recognize element which will utilize the
the paruiCLlar needs, desires, and cepacitics country's manpower resources to

s people; utilize the countiy's encourage institutional developzer
The Loan is not directly related t

civic education or training for

participation in the political

of the country!
intellectual rcesources to encouruge inslitu-
tional develorrent; and support civic
cducntion end treining in ekills reguired

for efrective participation in politiceal process.
Froceszses.,
T. FAA B601(a). How will this loan 7. (a) 1In the first instance,

encourege the country's effcris to: trade would take place betwe

(a) increas= the flow of interrational the U.S. and Afghanistan since
trede; (b) foster private initiative and most purchases financed from the
competition; {(c¢) encourage develcprent oan would have their source an:
and use of ccoperatives, credit unions, erigin in the U.S. 1In the

and savings and locn associations; longer term, the project may

() disccureze morovolistic prociices; facilitate intcrnational trado ty
(e) improve tecaniczi efficiency of ehCvuLagiug e Jupoi o]
industry, acriculture, and cozmerce; and commodities utilizing clectricicy
(f) strengihen free l-bor unions? and encouraging the manufacture

of exportable items by provicing
8 source of power.

(b) 1Increased private enterprise
activity will be dircctly encour-
aged.

(c) The Loan will have no direc.
effect on the developront ad use
of cooperatives, credit univ,ag angd
savings and loan associations.

(d) The Loan would have no
measureable cffect on ronopolistic
practices.,

(e) Technical cfficivacy ~il Lo
greatly improved throu:h i,
existence of a reliable sou o

of electric poucr.

(f) The Loan will Lave no direee
effect on the strenctivn:n: oy
frce labor unions.
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8. rFan 5202(e). ‘Indicate the amount
of poncy uncer the loan vhich is: going
directly to private enterprise; going
to interredicte credit institutions or
other borrowers for use by private
enterprise; being used to finance
irports from private sources; or other-

yice rain~y 1esd +n finance nranuranantc
rice heini UC2CT TO Iinance profurencnilc

fron private sources.

9. FAA 8611(a)(2). WVhat legisletive
gction is required within the recipient
country? V%hat is the basis for a
reasongble anticipation that such action
will te coxpleted in time to permit
orderly asccomplishment of purpcses of

loan?

Regional Gozls

1. TrA E519. If this loan is
assisting & nevly irderendent country,
to what extent do the circumstances
pernit sucn assistance to te rurnished
through nultiloteral organizations or
plens?

2. Fpn 8209,
at a prodblecm or an opuertwnity trat is
regionzl in ncture, how does assisturnce
under this lozn encouraze a regiouzl
development prograrm? What multilateral
assistance is presently beinz furnished
to the country?

If this loan is directed

Pape 12 of 18

8. Loan nroceeds are desinnnated for
nrocurcnent of commodities and
scervices furnished by nrivate sector
sources.

a, “onc,

1. Yot annlicable,

2. The Loan is not dirccted ar a
regional problem. The U.S. :s
oniy one amony a number or denors.
The Soviet Union, Germany, France,
Peoples Republic of China, Ergiand,
the United Nations, the World Han
and various voluntary agencies are
important forcign assistance donors
to Afghanistan,



Relation to U.S. Fconomy

Employrent, Balance of Payments,
Privete Enterprise,

1. FAA 88201(b)(6); 102. Vhat are
the possible effects of this loan on U.S,
econony, with special reference to crees
of substantial labor surplus? escribe

the extent to vhich assistance is consti-

tuted of U.S. comrmodities ond services,
furnished in e manner consistent with
improving the U.S. balance ol payrents
position.

2. FAA 85612(b); 636(H).
heve been teken to assure that, to the
maximun extent possitle, foreig:
currencies owned by tie U.S. and local

currcncies contributed by the country ere

utilizzd to meet the cost of contractual
and other services, and that U.S.
owned currencics are utilized in
dollars?

licu o7

If this
to vhat
nped WHlize-

- -

3. Fan §601(d);
loan is {or a cupit
extent has the e
tion of engineering
services ¢f U.E.

proeseional

cosvs for construction, vill eny of the

What steps

foreign

firrc and their affiliatc
If the lonn is to te uscd to Tinance direc

" of pavments 1s anticirated,

[adl O]

contractors be persons otner thun gualified

nationzls of ile ccuntry cr qua2lified
citizens of the U.S5.7 If so, hac the
required waiver been obtained?
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1. Piddine on the construction ser-
vices contract will be restricce:
to .S, firms onlv: equi-ment will

he purchased in the I'.S. or other
Code 041 courtries. Little, 11 onv
adverse effect on the U.S, balance
1o
narticular henefit-to areas of
labor surplus is anticinaterd.

.

2. The PA will nav for all local
currency ervnensecs of the nroinct.,
Al of the Loan nroceeds will be

exornded on forei~n evchanee
rrocurement., Afchanistan ic rot

an excess currency countrv,

A1l nroject eneinrerine and

~
- e
ar «il}

construction snrvices are,
be,vith 1.5, firms. ™~ trans-
nission svstem copstrection con-
tractor will emnlov .S,
citizens and nualified Afrhan

nationals.

bed
.
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L., FaA §608(e), Provide infor-
mation rmeasures to be taken to
utilize U.S. Government excess personal
property in licu of the procurecent of
new items.

5. FAA §602. What eflforts have
been rade to essist U.S, small business
to particivete equitavly in tlLe furnishing
of comrnodities end services financed by
this loan? :

6. FAA 8621, If the lozan provides
technical cssistence, how is private
enterprise on a2 contract basis
utilized? If the focilities of other
Federal egencies will ve utilized, in
whet ways are they particulzrly suitable;
are they competitive with privete cnter-
prise (if so, explain); ard how can they
be rade available without undue inter-
ference with domestic rrogroms?

If this loan

Crmvs Armem md e md S
....... [TV

7. FAr £611(c).

TnvAalirac o Aarntrn s+

that obligatés in excess of $100,C00, wiil
it be on-a cozpetitive tzsis? If not, are
there fzctors which moke it impracticeble?

8. FAA 8801(b). Dascribe the
efforts race in connecticn with this loan
to encourage and faciliicte participation
of private enterprise in echieving the
purposes cf the Act.

Procurencnt
1. FAA 860k(2). Will commodity

procurenent be restiricted to ULS,
except as othervise deterxuined by the
President?

2. FAA 860L(b). Will any part of
this loan te used for bulk commodity
procurcnent at adjusted vrices higher
than the mariiet price provailing in
the U.SE., at time of purchase?

4, It is not anticinated that
commodities scheduled for financ-

ing under this loan will be avail-
able from I',S. excess nronnrty.

5. Procurement nrocedures to he
utilized under the loarn wil) ner-

mit equitahle nartici~ation of U,
small busiress.

6. Techrical assistarce will nor
be nrovided under this loan ror
will the facilities of other
Federal apencies be utilized.

Yes

R. All construction services "ill

be furnished by 1'.S, private enter-
nrise, The loan will ma'e nrivate
investment in Afghanistan rore

attractive and feasible in thc
future.

ll

Yes.

No.
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3. FAA 560L(e). Will any part of 3, Yo.
this 1lozn be used for procurement of any
agricultural cozrodity or product thereof
outside the U.S. when the dozestic price 6f
such commodity is less than parity?

L. FAaA BEOU(f). Will the agency 4. Yot applicakle.
receive the necessary pre-pzyrent certifi-
cation from suppliers under a commodity
import progrem agreement as to deczeripiion
and condition of ccrizodoties, and on the
basis of such, determire eligibility and
suitability for financing?

D. Other Reguiremants

1. FAA §201(b). Is the country arong 1. 7Yes.
the 20 countries in which develorment loan
funds mzy be used to meake lcans in this
fiscal year?

2. App. 81C5. poes the loen 2. Ves.
agreenert provide, with resrect to capitel
projects, for U.S. atproval of contract

* ma—— -
- et emava a4 s s

ot anplicahle.

)
-

3. FiA BC20(:). If tho lean it for
construction of 2 rroducticn enterprise,
with respect to which thz agrmrepate value
of assistence to he furnished will exceed
$100 n:illion, what preporaticn has been
mede to cbtain the oxrpiess euvprovel of
the congress?

L, FAA 8520(»% F20(1): 4. Afghanistan is not donipated
Has the Presicent «otormines that the or controlled by the {nternatirna
country is nct douinzted cr controlled by Communist movenent.
the internationz) Cormunist rovemant? I
the country is @ Commmunist country (ircluding,
but not limited to, the ccuntrics listed in
FAA B620(£)) and the loen is intended for
econonic assistance, have the findings
requirecd by FAA EC20(f) znd Zpp. §109(b)
been rade and reported to the Congress?
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5. FAA B620(h). What steps heve been 5. Annropriate nrovision will be
taien to insure thzt the loan will not be included in the loan agreement,
used in e manner which, contrary to the best
irternst of the United States, promotes or
ascists the foreign aid projects of the
Co~:ruaist-bloc countries?

6. Arp8109.  Will any funds be used 6, ‘lot Anplicable
to finance procurexent of iron and steel
products for use in Vietnar other than es
contemplated by Sec, 1037

7. FAA B636(i). Will any part of this 7. o such use 15 conternlatec: 1€
loan te used in financing non-U.S.-manu- ore cevelons,a raiver will be
factured sutomobiles? If so, has the ohtained,
required waiver been obtained?

8. FAA 68620(a)(1) =2 (2), €20 (o)., E. O,
Will any assistance be furnished or ifunds
made available to the goverrment of Cuba
or the United Arab Republic?

9. FAA £620(g), Will any part of 9, ‘leither tl'is loan nor anv pre-
ihis loan be used vo cczrersate owuners for vious assistance has been,or +rill
exproprictea or pationazlized property? IT ve,uset dn thils mannev.
ary assistence hes been used for such
purpose in the past, has appropriate
reinbursement been rade to the U.S. for
suns diverted?

10. FAA 8201(f). If this is a 10, Afehan nrivate enternrise will be.

eli~ille to furnish foni!=c and sar-

project loan, what provisions have been hlids
vices procured vith local currency.,

made for appropriate paurticipztion by the
recipient country's private enterprice?

11. Aop. B1C3. Y111 any funds 11. VYo,
under the loan be used ta pay
Pensions, etc., for persons who are
gcrving or who have served in the
recipient country's armed forces?

12. MAA 8901.b. Does the loan 12. Yes.
egrecrent provide for compliance with
U.S. shipping requirements, that at lcast
507 of the grosc tonnuge of all commodi-
ties firanced with funds made available
urder this loan (coaputed separately
Yy rcenzraphic area for dry bulk cerriers,
dry curco liners, and tankers) be
trensported on privately owned U.S. flag
¢crzercinl vessels to the extent such
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vessels are availsble at fair and reasonable
rates for U.S. flag vessels and that at
least 505, of the gross freight revenue
generated by a1l shipmecnts financed with
funds made available under this loan and
transported on dry cargo liners be vaid to
or for the bencfit of privately owned U.S.
flag commercial vessels? ' ' )

13, FAA 81B1. Has the President .13, Mo,
deternined thzt the recipicnt country
has failed to take adeguate steps to .
prevent narcotic drvzs produced or ‘
procured in, or transporied throvgh, such .
country frcm being sold illegally within
the jurisdieticn of such country to
U. S.- Governmant personnel or their
dependents or from entering the United
States unlawfully?

14, App. 8110. Is the lvan being used 14. ‘o.
to transfer funds to world lencding institu-
tions under FAA §209(d) and 8§251(h)?
!
15. App. §G01. Are any of these 15. Mo.
funds being used for publicity or

nronarandn within 4¢he Unitcd States”

16. AA §612(d) oand Section LD of PL 92 - 14, "o,
189 (FAA of 1973). Do=c ine United States
osn host cowntry excess foreign currency and,
if so, what arrangimants have been rade for
its release in complianze with Section LO
(FAA of 1973)°

17. FAA BGO4(d). Will provisions be  17. Yes; the loan anreement will
made for placing rarine insurance in the cover this requirement.
U.S. if the recipicnt countlry discriminates
against any narine inswrance comrany
authorized to do business in the U.S.?

18. Scction 29 of PL 93 - 189 18. To.
(FAA of 1973). 1Is tnecc a rilitary base
located in the recipicnt country which
base was constructed or is being maintained
or operated vwith funds furnished by the U.S.,
and in which U.S. persomnel carry our military
operaticnz? If so, has & delermination been
made that the government of such recipient
country has, consistent with security,
authoriz.d access, on a rcoular basis to
bona fido nowve media correspondentis of the
U.S. to such military base?
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19. Section 30 and 31 of PL 93 - 189 19,

(FAA of 1973). Will any part of the loan,
be us=d to finance directly or indirectly:
military or paramilitary operations by the
U.S. or by foreign forces in or over Jaos,
Cambodia, North Vietnam, South Vietnam, or
Thailand? |

20. Section 37 of "L 23-189(FAA of ©20,
1973). Yith respect to the internment or
imprisonment of the recipient country's

citizens for political purposes, does the
recinient country adhere to thz United

Nations Universal DNDeclaration on Human
Rightsg? !

21. Section 37 of PL 93 - 189 (FAA of 9
1973); Apo. 6111. Will any part cf this )
loan be used to aid or assist generally or
in the reconstruction of liorth Vietnam?

22. FAA Section 640(c).. Will a grant 92
be made to the recipient country to pey
all or part of such shipping differential
ae fo determined by itho Scerctary of Couwerce
to exist between U,S, foreign flag vessel
charter or freight rates?

23, App. B112. Will any of the funds  23.
appropriated or local currenczies generated
as a result of AID assistonce be used for
support of police or priscn construction
and administration in South Vietnam or for
‘support of police t{raining of South
Vietnancse?

24, Will any of loan funds be used to 24,
acquire currencv of recinient country from

non-U.S. Trrasurv sources when excess
currency of that countrv is on deposit in

U.S. Treasury?

25. Avp. §114. Have the Housc 2.
and Senate Ccrenittecs on Appropriations
been notified five days in advance of
the availability of funds for the
purposes of this project?

20.  App. £604. Will any of the 26.
funds arpropriared for this project
be used to furnich patroleum fuels
produzed in th2 continental Imitad
atniis to Souailrast Asia for use oy

non-v.5. nationals.

No

Yes.

Yot Contemnlated.

Not apnlicable.

Yo.

Yes.

No.
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DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D.C. 20523

UNCLASSIFIED
AID-DLC/P-5L6/8

November 27, 1974

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE

SUBJECT: Afghanistan: Kajekai Hydroelectric Power Plant
Amendment IIT

Attached for your review are recommendations for authorization
of a loan to the Government of the Republic of Afghanistan
(previously authorized by the Administrator in the amount of
$12,000,000 and subsequently amended twice to add $2,000,000
and $7,500,000) to add an amount not toc exceed $2,000,000

to be made available to assist in financing the foreign exchange
cost of goods and services reguired to construct certsain
transmission facilities reguired for the 33 megawatt two-unit
hydroelectric generating plant now under construction at
Kajakai Dam being financed by the total $22,500,000 previously
authorized.

No meeting is scheduled for this loan proposal. However,
please advise us of your concurrence or obJections as early as
possible, but in no event later than close of business on
Fridey, December &, 197L. If you are a voting member, a poll
sheet has been enclosed for your response.

Development Loan Committee
Office of Development
Program Review
Attachments:
Summary and Recommendations

ProJect Analysis
ANNEXES A-B

UNCLASSIFIED
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AID-DLC/P-5L46/8
Nov. 27, 1974

AFGHANISTAN

KAJAKAI HYDROELECTRIC POWER PLANT

Amendment III

Summary and Recommendations

1. Borrower:

2. Amount:

3. Purpose of Amendment:

4, Purpose of Project:

5. Project Description:

6. Background Activity:

The Government of Afghanistan, with

Da Afghanistan Breshna Moassessa (ABM),
the Afghanistan Electric Power Authority,
as the ultimate recipient,

$2. 0 million, increasing Loan No, 306-W-
018 from $7.5 milliun to $9.5 million.

To finance the increased dollar cost of
constructing 133 miles of 110 KV trans-
mission lines and three substations.

To finance the foreign exchange costs of
increasing and improving clectric power
supply to the Kandahar-Girishk area in the
Helmand-Arghandab Vualley, Afghanistan,

The projcct consists of (1) generating plant;
(2) transmission lines; (3) substations; and
(4) a training program. Loan -018 is for
the transmission line portion of the project;
the other parts of the project are financed
under Loan 306-H-013 as amended. The
system, into which the project will be incor-
porated, now consists of small hydro and
diesel generating stations with a total capa-
city of six megawatts (MW). When the project
commences operation, 33 MW of additional
power will be available to the system.

An A.I. D, -financed survey of the electric
power requirements of the Helmand-
Arghandab Valley was made by a U.S. engi-
neering firm in 1965 and updated in 1967,

It is upon the recommendations in that study
that the project was undertaken.

-j-



8.

10,

11,

Export-Import Bank
Interest:

Mission Views:

Statutory Criteria:
Issues:

Recommendation:

The Export-Import Bank has indi-
cated that it is not interested in con-
sidering the subject project for financing.

The Mission endorses the proposed
loan.

Satisfied. See Annex B,
None,

That an increase in Loan No., 306-W-
018 be authorized to provide an addi-
tional $2.0 million, this additional
loan to be subject to the same terms
and conditions as follows:

(a) Forty (40) year maturity, including
a ten (10) year grace period on princi-
pal repayments.

(b) Two percent (29:) per annum interest
during the grace period and three per-
cent (3%) per annun interest thereafter.
Interest payable, and principal repayable,
in U, S, dollars only.

(c) Borrower to assure A,I, D, that any
other currencies required for the project
will be made available,

(d) Procurement of construction services
to be from the United States (Code 000)
only; equipment and materials may be
procured from Code 941 countries.

(e) Such other terms and conditions as
A.I1.D, may deem advisable.

Capital Assistance Committee

L.oan Officer:
Engincer:
Lawyer:
Contract Spec.:
Desk:

Ted G. Lee (Chairman)
Ray P. Stokely

Jay A. Burgess

Barry Knauf

Gladys Frazier

-ii-



I. Introduction

A. Project History

Capital Assistance Paper (CAP) No. AID-DLC/P-546, dated
April 25, 1967 (the original CAP), CAP No. AID-DLC/P-546/2,
dated June 16, 1972 (CAP Amendment I), and CAP No. AID-DLC/P-
546/6, dated April 24, 1974 (CAP Amendment II) describe fully the
development of the Kajakal Hydroelectric Project and the elements
which comprise it. Briefly, the original $12, 0 million loan (No.
306-H-013) and the $3.0 million Amendment I (Loan No. 506-H-013A)
are being used to finance a 33-megawatt (MW) hydroelectric generating
plant at the existing Kajakai Dam on the Helmand River in Southern
Afghanistan, while the $7.5 million Amendment II (Loan No. 306-
W-018) was made far construction of the transmission system to
connect the power plant to the two primary load centers from which
power is distributed to users,.

There are sufficient funds under Loans 306-11-013 and 013A to
complete the power plant, with completion expected by midsummer
1975.

B. Purpose of this CAP Amendment III

Loan No. 306-W-018 was authorized May 10, 1774 in the amount
of $7.5 million to finance the foreign exchange costs of goods and
services to construct 133 miles of transmission line with associated
substations from the generating plant at Kajakai to the load centers
of Kandahar and Lashkar Gah., Of that amount, $500,000 was allocated
for engineering and training services, leaving $7,000, 000 available for
construction,

On September 30, 1974, bids to construct the transmission facili-
ties were received from U, S. contractors. The dollar portion of the
lower of the two bids received was $2. 8 million over the project
consultant's May 1974 estimate which was the basis for the amount
of the transmission system loan. The project consultant, International
Engineering Company, Inc. (IECO), recommended to the Borrower's
representative, the General President of Da Afgharistan Breshna
Moassessa (ABM), the Afghan Electric Authority, that the bids be
rejected as unreasonably high and cost savings be sought through a
negotiated contract, With the concurrence of AID, the bids were
rejected and discussions were initiated with the prospective con-
tractors October 14 and concluded November 14, 1974.
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These negotiations resulted in foreign exchange savings of 11, S,
$1, 736, 848 compared to the initial low bid. To fund the dollar
portion of the negotiated contract amount, $1.14 million in excess
of currently available loan funds is required; in addition, $1.76
million of foreign exchange is estimated to be required over the life
of the contract to cover escalation and contingencies.

The purpose of this CAP Amendment III is to secure the addi-
tional funds ($1. 14 million) needed to enable ABM to sign the con-
tract and to provide a reasonable contingency ($0. 86 million) for
unforeseen events; the additional requirements for escalation under
the contract, estimated at $860,000, will be for the account of the
ABM. Any contingencies not covered by the AID loan will also be
for the account of ABM.

An obvious question which arises is why the added cost of the
transmission system is not assumed by the Government of
Afghanistan in accord with the standard provision in Loan Agree-
ment No, 306-W-018 which places the responsibility on the Borrower
for providing additional funds as needed to complete the project.

In addition to the GOA's foreign exchange budget constraints, we
are faced with a problem of timing: If negotiated contract prices
are to be held, financing arrangements must be firm and the con-
struction contract signed not later than November 30, 1974. This
date is crucial in that it represents the expiry of vendors' price
obligations to the contractor., Failing execution of a contract now
will assuredly lead to even higher costs in a subsequent bidding or
'negotiating round and further delay in completion of an operable
system would be inevitable., The GOA has demonstrated time and
again its inability to react effectively to unanticipated financing
needs. The conclusion is therefore inescapable that if the Kajakali
Hydroelectric Project is to be brought to beneficial operation
without inordinate delay and further cost increases, Loan No. 306-
W-018 must be supplemented by an amount which will permit signing
of the transmission system construction contract by November 30,
1974, At the same time, we will ave a clear understanding with
the GOA that escalation during the performance of the contract will
be for the account of the Borrower and suitable provisions must be
made in the GOA budgeting process. That understanding will be
included in detail in the amended Loan Agreement covering the
additional $2, 000, 000.



II. The Project

A, Project Area

A detailed description of the Project Area, its geography and
historical background is contained in the original CAP and the
prior two Amendments.

B. Description of the Kajakai Hydroelectric Project

--A Power Plant now under construction which consists of two 16.5
MW hydroelectric generating units and step-up substation in-
stalled at the base of the existing Kajakai Dam. ‘I'he contractor,
Fischbach~-Oman International (FOI), is providing gencral con-
struction services, related materials and equipment, and is
installing the major power plant equipment purchased by ABM.
Completion of the plant is expected by midsummer 1975, a date
that appears realistic since the construction work is going well--
the plant is 85% complete, only three months behind the original
schedule.

--A Transmission System yet to be constructed which will consist
of 133 miles of 110 KV transmission lines together with a sub-
station at Kandahar and two at Lashkar Gah to step down the voltage
to 13.2 KV, 44 KV and 3.3 KV, respectively. During final design
and contract negotiations certain minor changes were made in the
transmission system from that described in CAP Amendment II.
The total transmission line mileage was reduced slightly, the
16 miles of 44 KV line were upgraded in capacity to 110 KV,
and the substation at Midway was relocated at Lasnkar Gah.
These changes will simplify system control, communications,
repairs and spare parts handling at no significant additional cost.

The transmission system will be constructed by the U, S. firm

of Fischbach & Moore Internaticnal (FMI), who will be responsible
for purchasing, shipping and installing all materials. For carry-
ing the power lines, the contractor will use concrete poles manu-
factured at a plant he will provide in Afghanistan. The pole plant
wiil be turned over to ABM in operating condition upon comple-

tion of construction.

Further engineering and other details are covered in the original
CAP and the two previous CAP Amendments.



C. Status of the Kajakai Transmission System

The consulting engineer, IECO, has completed the design of the
transmission system, prepared plan and profilc sheets, and com-
menced staking of transmission line structure locations. IECO
prepared technical specifications and bidding documents for the
equipment and ccnstruction services required to construct the entire
transmission system and it was these documents, plus the tenders
received September 30, 1974 from each respective bidder, that
formed the basis for the contract negotiations initiated October 14,
1974, In accordance with the terms of the negotiated contract, the
construction contractor will begin work on the project not later than
January 1975; it is anticipated that the project will be completed in
June 1977,

The results of the contract negotiations are discussed in sub-
paragraph D below,

D. Transmission System Cost Estimates

The contract amount as finally negotiated with Fischbach & Moorc
International (FMI) is as follows:

Foreign Exchange Local Currency Equiv.
$ (Afghanis 65 = U, S. $1) Total
$8, 140, 000 $2,700, 000 $10,840,000

The contract contains an escalation provision which basically calls
for the contractor to absorb the first 6% of escalation with ABM
absorbing the balance. The formula is keyed to the Bureau of Labor
Statistics (BLS) Metals and Metal Products Index, the value of which
was 187 as of October 1974. Projecting the Index through the comple-
tion of construction at two points per month increase and utilizing the
escalation provision in the contract, the total contract amount,
including escalation, would be as follows:

Foreign Exchange Local Currency Equiv.
$ (Afghanis 65 = U.S, $1) Total

\
$9, 000, €00 $3, 00C, 000 $12, 000, 000
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Allowing 10% for contingencies, total contract costs on completion
of the project are estimated to be as follows:

Foreign Exchange Local Currency Equiv.
$ (Afghanis 65 = U, S, $1, Total
$9,900, 000 $3, 300, 000 $13, 200, 000

Thus, the total estimated foreign exchange requirement of $9, 900, 000
is $900, 000 over the amounts made available for the contract by
Loan -018 ($7,000, 000)1/ and this proposed increase ($2, 000, 000).
That amount of $900,000 will be provided by the GOA.

With reference to the requirement under FAA Section 110 that
the recipient country provide at least 25% of the costs of the project,

the effect of the loan amendment is as follows:

This Amendment--

In U.S, Dollar Equivalent
Foreign Exchange Local Currency Total

AID Contribution 2,000, 000 -0- 2,000, 000
GOA Contribution 900, 000 1,300,000 2,200, 000
Total 4, 200, 000

GOA Percent of Total: 52.4%

Total Transmission Line Project--
(Loan -018 as amended)2’

AID Contribution

Tr‘ansmis‘sion o 9, 000, 000) -0- 9,500, 000
Engineering & Training 500, 000) -0-
GOA Contribution
Transmission 900, 000 3,300, 000) 4, 800, 000
Engineering & Training -0- 600, 000)
Total 14, 300, 000

GOA Percent of Total: 33.6%

1/ Excluding $500, 000 for engineering and training.
2/ For statement concerning the GOA contributions for purposes of

satisfying FAA Section 110 for original Loan -018, refer to CAP
Amendment II, Statutory Checklist, Page 2.



E. Status of Facilities and Services Ancillary to the Project

1. Distribution System

Distribution systems in the load centers of Kandahar and Lashkar
Gah are not a part of the AID-financed Kajakai Project. However,
as an adequate distribution system is essential to the success of the
project, it was discussed in detail in the original CAP and the two
previous CAP Amendments. In summary, we expect that during the
first threc ycars of project operation, the distribution system will
be capable of handling the requirements of the customers in the
service area for which the Kajakai Project was designed. There-
after, expansion of distribution facilities will probably be required.

2. Kajakai Dam

The Kajakai Dam on the Helmand River. and site of power plant
construction described above, is a rockfill dam with ungated spillway
impounding a reservoir of 1,495,000 acre feet of gross storage.

The dam was completed in 1953 by Morrison-Knudsen Afghanistan,
Inc., at a cost of $12,545,000 with Export-Import Bank financing,
Further details are given in the original CAP and the two previous
CAP Amendments.

3. Other Generating Capacity

There are two small power plants which will be useful when the
project is complected. One is the Girischk canal drop hydroelectric
plant (2-1500 KW units) completed in 1960 by Morrison-Knudsen
with Export-Import Bank financing. The other is the Kandahar
diesel plant (2-1500 KW units) completed in 1971 by the supplier,
Colt Industries, with AID financing (Loan No. 306-H-C09),

Further details of these ancillary facilities are included in the
original CAP and the two previous CAP Amendments.

4, Enginecring Services and Training

These are being provided by the consulting engineer, IECO,
under a contract dated August 20, 1969 and amended May 18, 1971,
Details are provided in the original CAP and the two previous CAP
Amendments.



III. The Borrower and Implen.enting Agency

The Borrower will be the Government of Afghanistan (GOA)
and the ultimate recipient of the loan tends will be Da Afghanistan
Breshna Moassessa (ABM), an agency reporting to the Ministry of
Mines and Industry. Further details are contained in the original
CAP and the two pievious CAP Amendments.

IV. Economic Aspects

The general economics of Afghanistan, the basis for the project,
and its place in Afghanistan development were described in the
original CAP and the two previous CAP Amendments. In short,
in considering the economics of this project, due consideration
must be given to the extensive investment already in place in the
dam and powerhouse. Although internal rate of return calculations
develop a relatively low return, with other components already in
place the question is focused more on whether or not power will be
delivered than on the economic merits of tlie investment.

The electric power sector is highly subsidized by the GOA., 'The
rates for electricity are extremely low and have little relation to the
cost of service, This is more fully described in the origingd CAP
and Amendments I and II. For example, in CAP Amendment I,
using a 10% interest rate, it was shown that a retail ratc of 5. 94¢
per KWH would need to be charged to break even, This would rise
to about 6.5¢ per KWH due to the increased costs which this CAP
Amendment III addresses. It is unlikely, however, that A3M can
charge users more than an average 2¢ per KWH for some time to
come. Thus, there is no doubt that eleciric power will continue to
be government-subsidized for the foreseeable future.

V. Impact of L.oan on U.S, Economy

The construction contractor is a U,S. firm. Al equipment and
material for the project is eligible for financing from countries listed
in AID Geographic Code 941, However, it is expected that the major
portion of equipment and materials will be purchased in the U,S,,
except for the concrete pole plant and certain steel items in short
supply for which source/origin waivers have been issued in the
amount of $1, 350, 000 to permit purchase from AID Geographic
Code 899 countries.
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VI. Repayment Prospects

The increase of $2, 000, 000 in the loan will have no material
effect on the conclusions reached in CAP Amendment II.

VII. Environmental Impact

No change from CAP Amendment II.
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AIL-DLC/P-SLG/8/A/Drnrt
November 27, 197k

DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D.C. 20323

A.I.D. Loan No.
(Amendment No. 3 to A.I.D.
Loan No. 306-H-013)

CAPITAL ASSISTANCE LOAN AUTHORIZATION AMENDMENT
Provided from: FAA Sez, 106 ("Selected Development Problems")
(Afghanistan: Kajakai Hydroelectric Power Plant)

Pursuant to the authority vested in the Assistant Administrator,
Bureau for Near East and South Asia, of tne Agency for International
Development ("A,I.D.") by the Foreign Assistance Act of 1961, as
amended, and delegations of authority issued thereunder, I hereby
authorize, pursuant to Part I, Chapter I, Section 106 - Selected
Development Problem:z and Part I, Chenter II, Title I, the Develop-
ment Loan Fund, a third amendment tc A.I,D. Loan No. 306-H-0l3 to
the Republic of Afghanistan ("Borrower") (previously authorized by
the Administrator in the amount of $12,000,000 and subsequently
amended twice to add $3,000,000 and $7,500,000) to add an amount
not to exceed $2,000,000 to be made available to the Republic
of Afghanistan to assist in financing the formign exchange cost of
goods and services required <o construct certain transmission
facilities ("Project") requi.ed for the 33 megawatt two-unit
hydroeiectric generating plant now under construction at Kajakai
Dam being financed by the total 322,500,000 previously authorized.

This increase in the Loan is subject to the following conditions:

1. Interest Rate and Terms of Payment

This increase in the Loan shall be repaid by the Republic of
Afghanistan within forty (40) years after the date of the first dis-
bursement under the loan increase authorized by this Amendment,
including a grace period of not to exceed ten (10) years from the
date of such first disbursement. The interest on the outstanding
balance of the disbursementis urndsr such increase and on any due and
unpaid interest shall be at the rate of two percent (2%) per annum
during the ten (1C) years grace period and at the rate of three
percent {(3%) per annum thereafter.

2. Currency of Repaymert

Repayment of the funds du= under the increased loan and pay-
ment of interest thereon shall be in United States Dollars.
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3. Other Terms and Conditions

a, Borrower shall assure A,I.D. thet any other currencies
required for the Project will be made available.

b. Unless A,.I.D. otherwise approves in writing, procurement
of construction services shall be from the United States (Code 000),
and procurement of goods and related services shall be from Code
941 countries.

¢. The increase in the Loan authorized hereby shall be subject
to such other terms and conditions as A,I,D. may deem advisable,

Date:

Assistant Administrator
Bureau for Near East and South Asia
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UNITED STATES GOVERNMENT ﬁgeggggﬁpé’?fs{g?h
TO : THE FILES DATE: November 21, 1974
FROM : GC/NESA, Jay A./ Burgess

SUBJECT: Afghanistan - Kajakai Hydroelectric Plant, Amendment to
Loan No, 306-W-018

I believe there is no need to prepare a new, separate, statutory
checklist for the mini-CAP on account of the proposed amendment
mentioned above, Subject to the additional information given below,
the conclusions of the most recent checklist are still effective,
My signature on the authorization for the amendment will, among
other things, evidence my opinion that statutory criteria have been
met,

With reference to FAA Section 110, whose requirement is that the
recipient country provide at least 25% of the costs of the project,
the Government of Afghanistan (GOA) will give its assurance by sign-
ing a loan agreement amendment with such a provision therein, For
this amendment the GOA will be contributing $900, 000 in foreign
exchange and $1, 300, 000 in local currency equivalent towards the
transmission system, which constitutes more than 25% of the total
project cost of $4, 200, 000 related to this amendment, $2, 000, 000 of
which is A, 1, D, 's contribution,

With reference to Foreign Assistance and Related Programs Appro-
priation Act Section 114, which requires notification of project activity
to Congress at least five days in advance of availability of funds for
obligation, notification of an increase of funds for this project will
be made pursuant to the directions spelled out in AA/PPC, Alexander
Shakow's memo of July 1, 1974 on Implementation Instructions for
Section 114 - Prior Notification, Copies of this notification will be
sent to the Senate and House Appropriation Committees through
LEG/LPCS. '

My opinion as to the satisfaction of statutory criteria is based on my
review of the most recent checklist done for this project (i.e., CAP
Amendment II) and representations made by NESA/NE/NA, Gladys
Frazier and NESA/CD, Ted G. Lee concerning matters involving
Afghanistan,

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan

mid-10
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AlO 1020-25 (7-68) SECURITY CLASS!IFICATION 00) PROJECT NUMBER j-ﬁ / /@ '
PROJECT APPRAISAL REPORT (PAR)| 1JicLAST#T' D 306+22-120-101 200/0

(U-446)  See M.O. 1026.1 [oan dumber ‘3&’-'-}1:-01}? Wvéoz_-

002 PAR mo. | bay] vr.| 093 U.S. OBLIGATION SPAN 004 PROJECT TITLE 6‘,
asof: L E R T F R FrYE R turvk R . ’ZF
55— Kaj al flec? Powver -
008 COOPERAT{NG C‘(—;UNTRV - REGION - AJO/W OFFICE t{a‘] aKa Hydro-«‘lec‘nc ' LWL TN
APSHAIOT AT
006 FUNDING TABLE
AID DOLLAR PERSONNEL SERVICES |PARTICIPANTS|] COMMODITIES |OTHER COsSTS
FINANCING- o CON-
OBLIGATIONS TOTAL TRACT CON- DIR, CON- DIR. CON- DIR. CON-
($000) (NON-ADD) AlD PASA TRACT PASA | TRACT PASA TRACT]| PASA | TRACT
- L
CUMULATIVE
NET THRU - -
ACTUAL YEAR 129000 - - - - S = - -
(FY1¥®ag ) i
PRORASED 1
OPERATIONAL
YE AR - - - - - - - - - - =
(FY 1927 )
CCC VALUE OF P.L. 480 Thru Actual N Operationz| Year None
COMMODITIES ($000T) —_ J Year : None l Program

007 IMPLEMENTING AGENCY TABLE

If contractors o7 participating agencies are employed, enter the name and contract or PASA number of each in appropriate spaces below;
in the case of voluntary agencies, enter name and registration number from M.0. 1551.1, Attachment A. Enter the appropriate descrip-
tive code in cofumns b and ¢, using the coding guide provided befow.

TYPE CODE b TYPE CODE ¢ a. TYPE }d. e
- CODE CONTRACT/ LEAVE
;- ':oschV‘::LR';iTOF: 0. PARTICIPATING IMPLEMENTING AGENCY PASA/ BLANK FOR
. L N ACTOR AGENCY y
3. THIRD COUNTRY 1. UNIVERSITY S, b | = VOLAG No. AlD/ ' USE
CONTRACTOR 2. NON-PROFIT 1. )
4. PARTICIPATING INSTITUTION Lo7aCallo 1|3
AGENCY 3. ARCHITECTURAL &
5. VOLUNTARY AGENCY ENGINEERING 3
0. OTHER: 4, CONSTRUC TION . . VRN
3. OTHER COMMERCIAL e boletie 2 LL
6. INDIVIDUAL
7. OTHER: 3.

. PART | — PROJECT IMPACT
l-A. GENERAL.NARRATIVE STATEMENT ON PROJECT EFFECTIVENESS, SIGNIFICANCE & EFFICIENCY.

This summary narrative should begin with a brief {one or two paragraph) statement of the principal events in the history of the project
since the last PAR. Following this should come a concise narrative statement which evaluates the overall efficiency, effectiveness
and significance of the project from the standpoint of:

(1) overall performance and effectiveness of project implementation in achiaving stated project targets;
(2) the contribution to achievement of sector and goal plar ;
(3). anticipated results compared to costs, i.e., efficiency in resource utilization;

(4) the continued relevance, importance and significance of the project to country development and/or the furtherance of U.S. objec-
tives.

include in the above outline, as necessary and appropriate, significant remedial actions undertaken or planned. The narrative can
best be done after the rest.of PART 1 is completed. It should integrate the partial analyses in 1-B and I-C into an overall balanced
appraisal of the project’s impact. The narrative can refer to other sections of the PAR which are pertinent. If the evaluation in the
previous PAR has not significa-*ly changed, or if the project 1s too new to have achieved significant results, this Part should so
state.

008 NARRATIVE FOR PART I-A (Continue on form AID 1020-25 | as necessary):

Project Descrirtion: This project consists of design amd construction of'a 33.’-1'-&
Rydro-electric gencrating plant at the existing Xgjakal Dam with transmission line
facilities to connect the rlant to the Kandahar and Girishk distritution systems.

‘The project includes the furnishing of *echnical, supervisor:y ard t?aining services
for the plemt and relsted Afghen ilectric ruthorities. A 512 million 5 I.Joan
#306-1=013 was authorized to finance the foreipgn exchange costs of the project. (Contc

MISSION DIRECTOR SIGNATURE i DATE

APPROVAL ===l S Co . e

UNCL /5o IFTED o
PRINTED §-88 SECURITY CLASSIFICATION




AlD 1020-28 1 (7-68) .
SECURNITY CLASSIFICATION PROJECT NUMBER

UNCLASSIFiD 306=22=120=101,
PAR CONTINUATION SHEET

This sheet is to be used for any Narrative Sections for which sufficient space has not been provided on the form. Identify each
narrative by its Part and Section Designation.

008 = Contd
The RiA has allocated $3.L4 million e uivalent to cover local costs of the projecto

Progress to date: An eacineering services contract was signed August 20, 1969 with
International Engincering Company (IiCJ) of San Krancisco, California covering design,
construction supervision, start-up and test, initial operation for 10 months and a
plan for a training nrogram.

Notice to Procced to IiCU was i.sued 15 November, 1969 and field en:incers arrived in
Afghanistan on L January, 1970 to co.mence work on preliminury engincering, cost
estimating; andZtraining nrogram plan. Preliminary desizn, incluaiin cost estimate,
is to be submivted by 1eCO for ALD/iiia & .proval by ey 13, 1970

Construction is scheduled to commence in June 1971 and be com:leted in December, 1573

On-the=job trainin: has commenced with tne arrival oi the L[sCU engincers for preliminary
desiyn and training will continue tnrouc:h tne lite ol the ~roject.

Background Information: In November 196l t.4. Beck & Associates, consultant engineers
contract lio.ili)/nesa<=90, under project ilo.300=12=220=041 ":lelnund-Arinandab Valley
Electric Power", submitted thelr renort entitled "klectric Power survey lteport for
Helmand and Argnandab/ Volumes 1 and 2".

Valley
Jne purnose of the survey was to determine by which metnods tne Helmand-Arghandab Valley
Region, locaved in south=western Afghanistan, could be best assured of an adequate supply
of electricity, It was believed that an adequate supply of electricity would be an
important fuctor in fostering the general inuustrial development of the region.
According to the Beck ieport tne most practical method would be to install hydro-elect=ic
generatin: fucilities at f£ajaxal Dam and at the sane time construct electrical transe
mirsion facilities to distribute tiis power to and witnin the regiong

In January 1967 under contract Noo.Al /nesa-237 project No.,300e1l1=499<000 "Technical
Sunport", R.w. Beck submitted a "Loan Study iteport!" which reviewed in detail tne
necessary steps to be taken snould a loan be nejotiated between the iwyal Socvernment of
Afgnanistan (RGx) and the Agency for International Devclopment (AlD) for the instailation
of hydro-electric generating facilities at Kajakai Dam,

In February 1967 the iMinister of Plannin: ot the :A formally applied to AID for a
loan to nay the foreizn exchange costs of construction of generating and transmission
facilities at Kajakai Dam, and costs ol training proji«is e enable Afpuans to operate
and maintain such a facility,

AIL/W prepared a Capital Assistance Paper dated april 25, 1967 wnich recommended approval
of a $12,000,000 loan for the project. The Capital Assistance Loan Authorization was
signed by the AID Administrator on June 21, 1967, After eleven months of negotiations,
AID and the RGA signed the Ioan Agreement on Hay 13, 1968 for an amount not to exceed
$12,000,000 to be used e.clusively to finance the U.5. dollar costs of goods and service
required for the project,

UNCLAGSI ¢ LiD
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SECURITY CLASSIFICATION

PROJECT NUMBER

UNCLASSIKILD 306=22=120=101.0

PAR CONTINUATION SHEET

This sheet is to be used for any Narrative Sections for which sufficient space has not been provided on the form. Identify each
narrative by its Part and Section Designation.

Q08 - Contd

The loan is to be repaic withnin forty years from tie initial disbursement date, The
interest rate is one percent per annum for the first ten years and two and one nalf
percent pcr annum for the remaining thirty years, There is a ten year grace period
before any principal payments have to be made,

One major stinulation or the Loan Agriement is that no less than a proximately
31,500,000 shall “e reserved to finauce the costs of the programs to train the RGA
(Afghan personnel) to operate and maintain the Xajakai Hiydro=electric System,

kifectiveness: The project shoula be errective in achieving project tarszets, Upon
completion tne Valley will have adequate, reliable and low cost liydroeclectric power
to satisfy nrojected loads until 1930, The project when completed is suituble for
future expansion to mret ~rojected »Houer needs for tne next 30 to LO yearso

This projcct is sipgnificant to other activity in the iielmand Valley since adequate low
cost electric power is a si:uificant factor in agriculture and industrial dv velopment,
It is rccommended tuat the project be continued until completion,
(
Problems: 'The project is now progressing satisfuctorily and¢ no unusual eng;incering
or tectinical problems are contenplated at tuis time. There hus been some difficulty
“in the Ris meeting the wmain Condition Precedent to initial funding (see 100 - page 8),

f/A fundin problem is anticipated since cost estimates are based on the 1907 Beck stuay.
No allowance has buen made for escalation duc to cost increase in U.o. coumodities from

|_the period 1907 to bic¢ date 1971,  Tuis problem has bien discussed with alu/W and the
RiAe  Derinite action will be taken after licu's cost estimate is received in May 1970
when it will be established if additional money is nreded and the amount required,

UNCLASSIAL#D
— Page No. 1D
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SECURITY CLASS'FICATION

‘; PRIJIECT NUMIER

UNCLASSIFIED ‘L 306=22=120-101
e, PART I-B -~ PROJECT EFFECTIVENESS  __ _
009 I-8-1 - QUTPUT REPORT AND FGRECAST - {Sec detsijco instructions)
1. 2. Tttty e T T s T ACTUAL AND PLANNED OUTPUTS (ALL DATA CUMULATIVE)
COCE This section 1s fesigned tc record progr2ss toverd the aclieverment of each project i3 N P “-‘~_5_~»\ F PRIOR § 6
NO"- output target whick was scheduled in the PIP, Pait 1! Whefe nfﬂgrt’ss oware o '! U TuNE PLANNED PRTOéTEiEEC
A&‘ZS"EW target 15 sigmfwcantly greater or less than schecuted describe rezsones: henentt l UM T e -, - - BY NEXT FOR
: T T, 3 P P
N | wesse B e e | RS | O
1, Conditioas Precedent for Initial Disbursement | 100% : 1007 f 95¢ 100% 1008
] N
| |
2o Conditions Precedent for Training Program¥ nA 0% 0% 30% 100%
i
3. Conditions Precedent “or Construction Contract* | 4 (0 4 0% 25% 100%
L. Letter of Commitment for Engincering Services | 100z | 1o00% 9% | 100% 100%
5S¢ lLetter of Coumitment for Consulting Services Training . 0% ! 0% 0% 25% 100%
Program* | {‘
6. Letter of Commitment for Construction Contracts* ; 54 .' 0% % 20% 100%
Construction: I ’ f
7o Add 33 Mi Hydro-electric capacity to Helmand Valley | 0% 0% 0% 0% 100%
Power Systems :
8, Install approx 120 miles of Transmission Lines o) 4 oZ I (4 4 0] 4 100%
9s Install Sub-Station at Kandahar 0% of ! 0% og 100%
10, Install SubeStation at Girishk 0% o o% (074 100%
Training Progran:
11, Train RGA personnel in management, operation and *36 oz (¢ 4 L34 100%
mainienance #
¥Progress is being made to reet these
conditions precedent. |

UNCLASSIFIED

"RINTED ©-88

SECURITY CLASSIFICATION
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UNCLASSIFIXD 306=22120<101, O

PART I-B - Continued
010 B.2 - OVERALL ACHIEVEMENT OF PROJECT TARGETS
Place an *‘X*’ within the bracket on the foliowing seveirpolnt scale that represents your Judgient of the overall progress towards project targets:

I | l [ X l

Unsatisfactory Sutisfactory Outrsanding
PART J-C —~ PROJECT SIGNIFICANCE
on C.1 - RELATION TO SECTOR AND PROGRAM GOALS (See drtutied instructions M.0. 1026,1)

This section is designed to indicate the potential and actual inipact f the project on relevairt sector and program_guais. List the goals
in col. b and rate potential and actual project impact in cols. ¢ and d.

a SCALE FOR COLUMN ¢: 3= Very Important; 2= Important: c. % acTUAL
_ IMPACT ON
cobe 1= Seco@ary {mportance B FOTENTIAL PR,
NO. SCALE FOR COLUMN d: 3= Superior/Outstanding; 2: Adequate /Salisiactory /‘Guod; éh:'E:‘CJOT:_ ns?.ﬂr?vz
“‘L'JZ’E‘” 1= Unsatisfactory/Marginal IF PROJECT To
oNLYI|b - ot ACHIEVES PROGRESS
: SECTOR AND PROGRAM GOALS (LIST CNLY THOSE ON WHICH 1HE TARGETS E’:':_ETCTIED
PROJECT 1AS A SIGNIFICANY EFFECT) - !TAGHE
M Through cooperative effort with the it'iA to complete
the physical facilities ot the Helmund=-Arghandab Valley 3 2

Region which are essential to expanding production and to

-and_institutional develapment | .
@equired for steadily expanding agricultural and industrial
growth,

(@ To facilitate and encourage the mobilization ef public
and private development resources directed towaid the achieve- 2 2
ment of an increasin; rate of economic growth in the 70!'s,

For goals where column c. is rated 3 or 2 and co'umn 4. is rated 1, explain in the space for narrative. The narrative should also
indicate the extent to which the potential impacts rated 3 or 2 in cc'umn ¢, are dependent on factors external to the achievement of
the project targets, i.e., is there a substantial risk of the anticipated impact Leing forestalied by factors not involved in the achieve-
ment of project targets. If pcssible and relevant, it also would be useful to mention in t'e narrative your reacing of any current
indicators that longer-term purposes, beyond scheduled projact targ :ts, are likely or unlikcly to be achieved. Each explanatory note
must be identified by the number of the encry {col. b) to winci 1t peitains.

012 NARRATIVE FOR PART [-C.1 (Ccntinue on form AID 1020-25 1.

UNCLASSIFIED
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SECURITY CLASSIFICATION PROJECT NUMBER

UNCLASSIFIFD 306-22-120-101, 7

PART I-C -~ Centinued

C.2 - GENERAL QUESTICK

MARK
These questions concern developments since the prior PAR. For each question place *Y"’ for Yes, *“N'' for No, or */NA*’ for Not IN
Applicable in the right hand column. For each question where */Y"’ s enlered, explain briefly i the space below the tabte, THIS
coL.
013 Have there been any significant, unusuat or unanticipated results not covered so far in this PAR? N
014 Have means, conditions or activities other than project measwes had a suhstantial effect on pro.ect output or accompliishments? N
015 Have any problems arisen as the result of advice or action or major contributions to the project by another donor? N
016 If the answer to 014 or 015 is yes, or for any other *=. on, is the project now less necessary, unnecessary or subject N
to modification or earlier termination? L o
017 Have any important lessons, positive or regative, emerged witich might have broad applicability? N
018 Has tiis project revealed any requirement for research or new techimcal aids an which AID AW should take the initiative? N
019 Do any aspects of the project lerd themselves to publicity m newspapers, migazives, television o filins in the United States” Y
020 Has there been a lack of effective cooperating country media coverage? (Make sure AID W has copies of axisting coverage.) N
021 NARRATIVE FOR PART I-C.2 identify each explanatory note by the numbar of the entry to which :t pestains, (Continue on

form A1D 1020-25 | as necessary):

019 IkCO (Morrison-Knudsen), the consulting en:incer, should consider placing

an article in the company magazine later in the program.

UNCLASSIFIED
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BECURITY CLASSIFICATION PROJECT NUMBER

UNCLA.:SIFIED 306-22-120~101. 2

PART Il - INFLEMENTATION REPORT

IH-A ~ STATUS OF SCHEDULE

022 A-1-INDIVIDUAL ACTIONS (See detailed Instrustions M.0. 1026.1). This is a listing of major actions or steps which were scheduled

for physical start ¢ contlnuing implementation. in the reperting period as reflected in the Project Implementation Plan, Part I.

{a)

(b) STATUS - PLACE AN *'X"" IN

ONE CCGL UMN

PIP MAJOR ACTIONS OUR STEPS; CAF‘SES AND' RESULTS TT 2 — (3‘)—'“—“—'
l:g“ OF DELAYS: REMEDIAL STEPS BEHIND ON [AHEAI) OF
’ SCHEDULE | SCHEDULE | scHECULE
l. | Loan Authorized X (Completgd 6/21/67)
2. | Loan Agreement signed X (Completed 5/13/68)
3. | Design Contract executed X (Completdd 8/20/69)
Lo | Submit preliminary design and cost estimate for APMe
USAID approval X
Se Award Purchase Contract for turbines and generators
transformeps X
6, | Award Purchase Yontract for gates and trashracks X
7o | Award contract for training program X
3s | Award Constructiamn contract power house and general
construction X
90 | Award Contract Construction of transmission line and
sub=-stations ' X
10, | Construct transmission line and sub-stations X
11, | Install Start-up Test Units #1 and #2 = turbines and
cenerators X
12, | Complete construction X
13, | Complete IZCO contract - (10 months opuration
included ). X

Note: (See 306 Narrative page 8 for reasons
items 1=2=3 were completed behind
schedule)

UNCIXSSIFIED

WESDITY, A~y ACSRIPICATION

Page 5
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UNCLASSINIED

PROJEC T NUNRER

306=22+120=101.c7

PART |l = Continued

023

i-A.2 - OVERALL TIMELINESS

In general, project implementaticn is (place an **X*' in one block):

_(a) On schedule
(b) Ahead of scheduie

BLOCK (c): f marked, place an ‘X'’ in

(c) Behind schedule

any of the blocks one thru eight that

(1) AID /W Program /{pproval

apoly, This is limited to key aspects of
implementation, e.g., timely delivery of
commog ities, return of participants to

(3) Techn_iﬂrﬁ_
(4) Participants

assuime their project responsibilities,

(5) Commodities (no.r;-l’"%%)

cooperating country funding, arrival of
technicians.

(€) Cooperating Country

(7) Commodizies (FFF)

(8) Other (specify).

II-B -~ RESOURCE IMPUTS

This section appruises the effectiveness of U.S. resource inpuls. There tollow 1iiustrative lists of factors, grouped under \mplementing
Agency, Participant Training and Commodities, that might influence the effectiveness of each of thase tynes of project resour~: s.
the blocks after only those faztoi, which significantty affect project accomplishments, write the |ctter_ﬁ if effect is positive or satis-

factorv or the letter N if effect is regative or tess than satisfactory.

in

1. FACTORS-IMPI EMENTING AGENCY (Contract/Participating Agency /Voluntary Agerncy)

024 IF NO IMP'_EMENTING AGENCY IN THIS ] 232 Quality, comprehens iveness and candorg!_igq_qir_edﬁr_ﬂ)gf_t_s_._w_f_
PROJECT. PLACE AN "X’ IN THIS BLUCK 033 Promptress of “equired reports P
025 Adequacy of technical knowledp _ 7j .1?0#0‘3*4_ Aihgre_qgg to work schedule ] o P
026 Understanding of project purposes o ff)” 0§5 Working relations with Americans L P?
027 Project planning and management o ~ :r: 036_Vorking relations with cooperating country nativnals P
028 Ability tu adapt technical knowledge to local situation ) l_) 037 Adaptation to tocal working and t:ving envjronment
029 Effective use of participant training e'ement __.1.038 Home office backstopping and substantive interest |}
030 Ability to trainan utilize local staff ﬁ__P;_ 039 Timely recruiting of qualified technicians . P
03] Adherence to AID administrative and other requireme nts £ | (40 Other (describe):
2. FACTURS-PARTICIPANT TRAINING
Ml |r NO FPARTICIFANT ELEMENT IN PROJECT. {x TRAINING UTILIZATION AND FOLLOW UP
PLACE AN “a'' IN THIS BLOCK: 052 Appropriateness or original selection
PREDE PART URE 053 Relevance of training for present project purposes
042 English language ability ] - ______g___ P o WJ B v o
043 Availability of host country funding 054 Appreoriateness of post-training placement
Host countr ationa! i i ti o
L4 ¢ y operational conside ations (e.g., selection 055 Utility of training regardiess of changes in project
procedures) !
045 Technical/professional qualifications 756 Ability to get meritorious ideas accepted oy supervisors
046 Quality of technical orientation 057 Adequacy of performance
047 Quality of general orientation 058 Continuance on project
048 Participants’ collaboration in planning content of program 053 Availability of necessary facilities and equipment
049 Co!l ion b tici ! i in pl i N . T -
Cc ! a.buatlon y participants’ supervisors in planning 060 Mission or contractor follow-up activity
training
. - . t escribe):
050 Participants’ availab:lity for training 061 Other (describe)
051 Other (describe):
UNCLASSIFIAD
PRINTFN O ~~ RCCURITY CLASSIFICATION P‘I.G
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SECURITY CLASBIFICATION

UNCLA SOLIIED

PROJECYTY NUMBER

306-22-120-101: O

—~ Continued

3. FACTORS-COMMODITIES

PART 11-8
PLLACE AN "'X'" |oe2 0o3 oes NO
IN APPROPRIATE | FFF NON-FFF X COMMODITY

BLOCK:

ELEMENT

072 Control measures against damage and deterioration

in shipment

D65 Timeliness of AID/W program approval (i.e., P10/C, - . )
Transfer Authorization). 073 Control measures against deterioration in storage.
0 uality of co ities, a e specificati . . .
66 Quality mmodities, adhererce to specifications, 074 Readiness and asdilability of facilities.
marking. )
067 Timeliness in procurement or reconditioning. 075 Appropriateness oi use of commadities.
— . T U O
068 Timeliness of shipment to port of entry. 076 Maintenance ond spares support.
069 Adequacy of port and inland storage tacilities. 077 Aaequacy of property records, accounting and controls.
A o o - 17078 other (Describer,
070 Timeliness of shipment from port to site. _J, ( !
071 Control measur s against ioSs and theft. ’

Indicate in a concise narrative statement ‘under the heading a. Qverall Implementation Ferformance, below) your summary appraisal of the
status of project implementation, covering both significant achievements and problem areas. This should include any comments about the
adequacy of proviston of direct hire technicians as well as an overall appraisal of the comments provided under the three headings (b, © &
d) which follow. For projects which include a dollar input for generation of local currency to meet local cost requirements, indicate the
status of that input (s2e Detailed Instructions),

Discuss reparately (under separate headings b, ¢ & d) the status ot Implementing Agency Actions, Participants and Commodities. Where
above listed factors are causing significant problems (marked N}, describe briefly in the appropriate rarrative section: (1) the cause
and source of the problem, {2) the consequen: es of not correcting it, and (2) what corrective action has been taken called for, oi planped
by the Mission. Identify each factor discussed by its nuinber.

079 NARRATIVE FOR PART 1I-B: (After narrative section a. Overall impiementation Performance, befow, follow, on form AID 1020-251
as needed, with the following narrative section headings: b. lmplementing Agency, c. Participants, d. Commodities. List allnarrative
section headings in order. For any headings which are not applicable, muk them as such and follow immediately below with the next nat-
fative section heading.)

a. Overall implementation Performance,

(5ee Part 1II for details ol performance during tais period).

Jesign engzinrering and coct esti nates are due in .lay, 1970. (see

on schedule,
Part [ for anticipated fundin; problems).
is satisfactory.
satisfactory to cates.

(b) Implementins Aiency:
Inc., performance has bcen satisfuctory and on schedule,

accordance with contract requirenents,

(¢) Prarticipants:
training has ?egun
lxtensive training

lo. - funds and will be reported on in subsequent ’iRs,
a previous power project (OLl) are bcing assigned by a.if to work on this project.

There is no participant element in the project.
witn the arrival of [+£0 engineers for initiual design worke

(d) Commodities: Commodity procurement is scheduled to cownence in late 1970 in
accordance with contract terms and

schedule,

UNCLASSIvIED

SFCURITY CLASSIFICATION

PRINTEN & ~~

This project is vproressing satisfactorily and on scheduleo
The Loan &.reement was signed on 5/13/06 and the design contract sigcned on 3/20/09.
Preliainary design is

I'be adequucy of direct hire tecnnicians
iAdequacy of local currency to m-et local cost requirenents nuas bzen

Preliminary

in manapement, operation and maintenance will be performed with
Participants trained unaer
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Phe desirn contructor, International won:incering Company
[..20 engineers assigned to
this pro.ect are well qualified and preliminary field surveys are being conducted in

\

!
i

S

requirements of the en:incering critical path (Cri)


http:Implementin.iA

‘AID 1020-28 G (7-68)

SECURITY CLASSIFICATION U”CI‘A(SSIP»IL. PROJECT NUMBER
(SN

306=22=120-101, 2

PART 11l — ROLE OF THE COOPERATING COUNTRY

The following list of illustrative items are to be considered by the evaluator. In the block after only those items which significantly
affect project effectiveness, write the letter P if the effect of the item is nositive or satisfactory, or the letter N if the effect of the
item Is negative or less than satisfactory.

SPECIFIC OPERATIONAL FACTORS: D
080 Coxdination and cooperation withi~ and between ministries. P —
081 Coordination and cooperation of LDC gov't. » 'th public and private institutions ard private enterprise .

082 Availability of reliable data for project plannir{g, contiol and evarau_onA. i P
C23_Competence and/or continuity in executive leadership of p.o;e_c_t_ i . P
084 Host country project funding. ] I ) . _ - - P
085 Legislative changes rvlevant to pruject pu:p;);es. T L e _ N
086 Existe:rce and adequac, of a project-related LDC organizati'én-. - _ . _ L P
087 Resolution «)f;rocedural and bureaucratic problems. ) ;—_ ] B -
088 Availability of LDC physical resource inputs and/or supooiting services ond facilities. L e P
089 Maintenance of facilities and equipment. T 1 i V _ -
090 Resolution of tribal, class or caste problem« o . e e
091 Receptivity to change and innovation. - ___—_ j e P
092 Poiitica! conditions specilic 1o project. e P
093 Capacit, to transform .deas imo actions, i.e., ability to implement project plans. ) _ ) ~ P
034 Intent andi/or capucity to sustain 2and expand the impact of the project after U.S. inputs are terminated. R N
(% _Extent of LDC effors to widen the drsseminat.on of project benefits and sorv ices. e
056_Utilization of trarmed manpover (e g., participants, counterpart technic 11+ 1n project operations. e
097 En!orc=_»e_rlt_of ielevant procedures (e.g., newly establishied tix « #!action and audit system). -
098 Other: i i
HOST COUNTRY COUNTERPART TECHNICIAN FACT ORS: .
099 Level of technica! education and/or technic :i experience. P
100 Planning and;:}agement skifts, T _ _ ,_A.-__.,.-_—__.: ) ‘_—_*_f:j::__*ﬁr
101 Amount of techn:=ian man years available. Rl
102 Continuity of staff, T o T T [ I
103 Willingness to work in .rt;r—q.l_areas. _:_j:'— i T T T ”; i _j—P—
104 Pay and allowances. . ] ) _i = -f_ _ __::____-_h—_ ;‘_____ﬁ _: ) _—;__E
105 Other:

In the space below fur narral & provide a succncl disiussie nd overall appraisal of the juatily of country performance related to
this project, particularly over tne past year. Consider urportent tremds and prospects, See Detaited Instructions for an iflustrative
list of congiderations to be covered.

For only those items marked N include brief stelements coverng the natwe .~ the problem, sts i1t on the achievement of project
targets (i.e., its importance) and the naturz and cost of corective actin ke o planned, ident fy ach explanatory note,

106 NARRATIVE FOR PART il (Contintie on form AID 3nz0-25 i

Country performance s been satisfactory. nowever, the WA hus been generally
slow in meeting tre main Condition Precedent prior to initial funcing. Ine Loan
Agreerient witn the i was si-ned day 13, 1968 and it was 15 months later, August

20, 1967, that the en:ineerin_ services contract was sisned with 1:C)s  This delay

was due to a number oif factors: a Cabinc- decision was necessary to determine the
responsible R34 agency and Cabinet a proval was required for the IEC) contract.

The iinister of Mines % Industries wuis removed for cause and during this period two

diifferent acting ministers were in o:ifice; a decision and minister sunport was
difficult to obtain. A new minister was nlaced in oifice after/ovember, 190y
election, IR T Ty e tne

085 = 098 Otn.r: The present elcctric pewer rate structure is not adequate to
finance the Power Authority (A1),  #ltnough ali{ has requested an increase in
rates in Kabul no action has been taken, Farliamentary approval is necessary to
change power rates,

(Contd)
UNCLAGOIFIED
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PAR CONTINUATION SHEET

This sheet is to be used for any Narrative Secticns for which sufficiunt space has not been provided on the form. Identify each
narrative by its Part and Section Designation.

PART IIL = Role of the Cooperating Country (Contd)

100 - Planning and “‘Management Skills:

AB4 is lacking in pl anning and management
skilly.  lop management is excellent but miudle management is practically non-
existent, In this program ABM will receive extensive managerial and technical
Agsistance,

10l - Pay and Allowances:

Government pay and allowances are extremely low,

UNCLAGSIFILD
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PART IV — PROGRAMMING IMPLICATIONS
IV-A — EFFECT ON PURPOSE AND DESIGN

Indicate in a brief narrative whether the Mission experience to date with this project and/or changing country circumstances call for
some adjustment in project purposes or design, and why, and the approximste cost implications. Cover any of the following considerations or
others that may be relevant, (See Detailed Instructions for additional illustrative considerations.) Relevant experience or country situations
that were doscribed earlier can simply be referenced, The spelling out of specific changes should be left to the appropriate programming doc-
uments, but a brief indication of the type of change contemplated should be given here to clarify the need for change.

For example, changes might be indicated if they would:

1. better achieve program/project purposes;

2. address more critical or higher priority purposes within a goal plan;

3. produce desired results at less cost;

4, give mote assurance of lasting institutional development upon U.S. withdrawal.

107 NARRATIVE FOR PART IY-A (Continue on form AID 1020-25 1):

This is a well planned and engineered hydro-electric project for the iielmand-
Arghandab Valley including the second largest city, Kandahar, in Afgnanistano
There is a critical power shortage in the area and the hydro plant will furnish
low cost power, HMisslon expcrience to date cylls for noy ¢ii:nje or adjusument
in this projecte

IV-B — PROPQOSED ACTION
108 This project should ba (Place an *‘X'’ in appropriate block(s)): X
1. Continued as presently scheduled in PIP,

3. Continued with significant changes in the PIP (but not sufficient to roquire a revised PROP). A formally revised PIP will follow.
4. Extended beyond its present scheduls to (Date): Mo. ___ Day Yr. ____. Explain in narrative, PROP will follow.

5. Substantively revised. PROP will follow.

6. Evoluated in dopth to determine its effectiveness, future scope, and duration.

7. Discontinued earlier than presently scheduled. Date recommended for termination: Mo, Day Yr.

8. Other. Explain in narrative.
109 NARRATIVE FOR PART IV-B:

UNCLASSIFILD
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