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Wan.ington, 1). C. 20523 

AID Loan No. 511-L-021-A. 
UNI.ED STALS COORDINATOR 	 (Ref. : AP-DLC/P-237/2) 

Project Activity No.ALLIACE FOR :':! -A[LIACE FO 	 :511 23-31.0-442 '"r{PROGRESS 	 PROGESS 

LOPN AUTHORIZATION: (AM'DED) 

Provided From: Alliance for Progreos Funds
 

BOIVIA: flghways I and 4 

Pursuant to the authority vested in the Deputy U. S. Coordinator, Agency 
for International Development ("A.I,D."), 1y -theForeign Assistance Act of
 
1961, as amended, and the delegations of authority isqued thereunder, I
 
hereby amend the text of the Loan Authorization of' AID Loan No. 511-L-021,
 
dated May 28, 1964, to read as follows:
 

" ursuant to 'le authority vested in the Atlmidnistrator, Agency for Inter
national Development ( A.I.D.") by -Ihe Foreign Assistance Act of 1961, as
 
amended, ad the delegations of authority issued thereunder, I hereby
 
authorize the establishment of a loan to the Goveriment of the Republic of
 
Bolivia "GOB") of not to exceed forty two millicin seven hundred thousand
 
*ollar's ($1;2,700,OO0) to assist in financing the dollar and local currency
 
costs (inc.uding final design and supervisory engineering) of constructing
 
two re.l.ated highways in Bolivia, one approxi.oately 206 kms., from Cocha'amba
 
to thc isiboro River near Puerto Patino, (paved approximately 183 kilometers
 
from Cochabamba to Villa Tunari), and the second, all gravel, of approximately
 
93 ions., from Villa Tunari to Puerto Villarroel, as well 	as the dollar costs 
of the purchase of construction equipment, spare parts, related materials
 
and camps. The loan shall be subject to the following terms and conditions:
 

.. Interest and Terms of Repanent
 

(a) Borrower shall repay the loan to A.I.D. in United States dollars 
within forty (140) years from the first disbursement of the loan 
including a grace period of not to exceed ten (10) years. 

(b) Borrower shal pay to A.I.D. on the disbursed balance of the
 
first thirty three million two hundred thousand dollar!- ($33,200,000) 
disbursed under the loean interenst of three-quarters of one (3/h of 1) 
per'cent per unum during the f.iruce period and two (2) percent pur 
cafnimn thecreaftecc. 

(c) or, er ,ha2LI pay toAJ D, i. Uil , dopl,.a, on the di burZ'.d balance 
ol' thr loan in excesti oCh thnree ioi.lion t"wohundi-ed thovsand
 
dol -(1;'33,20,12 0)0i9 o oi'6ne . picent :per annurii during .4 

reace period and two anA om -half1 per..eni-. e' nur 
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Terms arid Condi4io 

()Eup,4+ .a , .... ,, 	 ereunder (except. . , 

j , be procuredP - from th e 

Uni'ted States) shall have their 11-11.,.eud origin in 3olivia or 
~shipping sand-,marine ins)Lrajc,-, wvj.j,'hI... 

in the United'States. 

/ (b) United States dollars utilized uwd tc lo,,n to finance loca! 
ava- ill~le I-Ihrou h Spec ial Letter ofcurrency costs she-11 be made 	 onCredit procedures and hal. hf 

United States. 

(c) 	 The supervising engineering anrd 1,.:' t,' ii firms shall be approved '4 

by A.I.D. 

(d) 	 Based on a study by U.S. expertt; ot }.l .vin's rural development
 
ci rAt Lbursement under
progrcii and agencies, and prior 1,' t, 

, the Goerment o
this loan, except for en'ieerinlP :tV.t" x : 

a schedtuLe :;.lui'.tactory toi.u for:oAI.D.Bolivia will furnish 

t,'l';, and integrating or
(i) 	 Strengthening programs and 

-
better coordinating agenci,!:; rf:;l: us blC for GOB rural
 

development and colonization pru U . d .Y,.,
 

(1i) Colonization and. r [ra*d1eV'.,',I" in th. areas that
 

to ",o.i,-s . and 4.
surround and are adjacent 

ac,.ept thc services of U.S. experts
(e) 	 The Government of Bolivia will 

to advise and assist in copleti.--	 tlhe integration of road main
within the national roads servicetenance organizations and progUu:; 


and in the development of an adcqu,,dC, riationwide maintenance program.
 

VIC;services of U.S. experts(f) 	 The Government of Bolivia will the 
to, advise ad assist in devclopn, :ml necessary new revenue sources 

p'rt . ;f.!nt revenue-producing sourcesand in consolidating the various 

for highway maintenance.
 

(g) 	 Prior to disbursement of any funid:; nde' this loan, except for 
no'Oivia will furnish A.I.D.engineering services, the Govern',t,' Or 

with a plan, including a specifi:d , :-';7bisfactory to A.I.D., 
for carrying out the f .o"n" 

w r!.	 - itea n c 
(1.) 	 Completing the . .ogr..' tr i ' ki , 


organizations Elprz'.ra z Mit .NationlL Roads
 
Service.
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(ii) Devloping 9.r, , ,''.rmded na[. en~ice proLr Un nd alloc.-_ting 

bud, ("varowing road system. 

(iii) Esbablishlrn io, liit.. ant.I an enforccmint system for 
projects 1 .nd i. 

(h) 	 Te amount of U. S. dollars to be u.e~d to f'.mut 
costs of purchasing cons t'ctiOn ",oe 
material and camps sha.1 not exceed3fti V r-lLv..p 
dclars ($2,200,000). 

(i) 	 Such other terms a:s D. i ,arid contitions . , r 

• -, .	 ', '. • 
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pun0,p,,nt.related 
. dollar 

p) rh, 
tw.o htudred thousand 

qjn.,ropriate." 

,. ',oordtinator 

n din :b 

D a 

fi 

-' 
4 

Do w 



DEPARTM4ENT OF STATE
 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

Washington, D.C. 20523
 

AID-DLC/P-237/2 
January 31, 1967
 

MEMORANDUM FOR THE DEV.LOP .ENT LOAN4 COiI.ITTEE 

SUBJECT: Bolivia - Highways 1 and 4 

Attached for your review are the recoimendations fox, 

an P ,nded loan authorization increasing by n amount not t 

d $9,500,000 a loan in an amount of $33,200,000 made toey .-
of Bolivia to assist in finan-i,the Government of the Republic 

the dollar and local currency costs (including final design ar 

supervisory engineering) of constructing two related highways 

Bolivia as well as the dollar costs of the purchase of constr; 

equipment, spare parts, related rmterials and camps, 

This loan proposal is scheduled for consideration by
 

Development Loan Staff Committee at a meeting on Friday, Febr.;
 

1967.
 

Rachel C. Rogers
 
Assistant Secretary
 
Development Loan Committee
 

Attachment s:
 
Summary and Recommendations
 
Project Analysis
 
Annexes 1-5
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BOLIVIA - LOAN 511-L-021 - HIGHWAY PROJECTS 1 and 4 (LOAD! INCREASE) 
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-i-	 'UNCLASSIFIED 

BOLIVIA - Loan 511-L-021 - HIGHWAY PROJECTS 1 and )1 (Loan Increase) 

I. 	 SUMMARY AND RECOMMENDATIONS 

1. 	 BORROWER: Republic of Bolivia. 

2. 	 AMOUNT OF INCREASE IN LOAN 511-L-021: Up to $9,500,00 making 
total loan up to $42,700,000. 

3. BACKGROUND: Loan Agreement 511-L-021 was signed by AID and the
 
GOB in September 1964. The loan was made to financ construc
tion and engineering costs of Bolivia Highways 1 ani 4 in the
 
amount of $33.2 million.
 

Competitive bidding for construction services was oeiginally
 
planned for this project. On the bid opening date, July 20,
 
1966, only one bid was received by the GOB from a consortium
 
comprising J. A. Jones Construction Co., Emkay, Wright
 
Contracting Co., Bartos y Cia. Owing to legal dispositions
 
in the Republic of Bolivia, a single bid cannot be opened;
 
accordingly the bid was returne ,inopened. The amount of
 
this bid was later disclosed as !ing $49.7 million. This was
 
$18.5 million above the consulting engineer's estimate upon
 
which the original A.I.D. loan was based. (For discussion
 
of reasons for difference between the estimate and bid see
 
Engineering Analysis.)
 

On October 11, 1966, the Deputy Coordinator, Alliance for
 
Progress, authorized the negotiation of a contract by the
 
OB with the Jones consortium for construction of Projects 1 
and 4. Authorization of negotiation rather than rebidding was 
justified on the basis that one year would be lost in 
rebidding; that furthar delay could cause serious political 
problems in Bolivia; that rebidding would not likely attract 
any more contractors than the first bidding did; that time
 
delays would cause increase in contract prices; and that the
 
Jones group was the only contractor interested in the job.
 
(For details see Annex 3.)
 

Negotiations were completed January 10, 1967. The construc
tion contract price was $42.5 million and GOB purchase of con
tractor's equipment, spare parts, construction materials and
 
camps (at the contractor's option) was up to $2.5 million. 
(For discussion of the purchase arrangements see Issues, 
Section VI.) 

UNCLASSIFIED 
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Up to $50,A50,00 distributed as
 TOTAL COST OF PROJECT:
4. 

follows:
 

Foreign Exchange 


(1)Construction 

(final negotiated
 
price)
 

(2)Engineering 


(3) Equipment and Camp
 
Sites 


(dollars) 


27,471,960 


1,700,000 


2,200,000 

(Procurement by GOB
 
from contractor at
 

residual value)
 

',)Contingencies 


TOTALS 


Source of Funds 


(1)GOB Contribution 

(2)PL 480 

(3)AID Loan 511-L-021 

(4)Supplemental
 

AID Loan 


=
* rate of exchange $1 

1,000.000 


32,371,960 


Foreign Exchange 

(dollars) 


22,871,960 


9,500,000 
32,371,960 


12.147
 

Local Currency* 

(dollar equivalents) 


15,028,040 


1,750,000 


300,030 


1.000000 


18,0 ,O40 


Local Currency 


(dol-ar equivalents) 


5,9 34000 
1,800,000 

10,328,040 


18,0-9,040 


Total
 
(dollars)
 

42,500,000
 

3,45D'000
 

2,500,000
 

2,000,000
 

50,450,000
 

Total
 

(dollars)
 

5,950, n,_ 
1,800,000
 
33,200,000
 

50,450,000
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5. 	DESCRIPTION: This loan will assist in financing the construction
 
of two all-weather highways with a combined length of approx
imately 299 kilometers. Project 1 is about 93 kilometers long
 
beginning at the colonization center of Villa Tunari in the
 
flat, densely forested Chapare area and extending eastward
 
through relatively flat terrain to Puerto Villarroel.
 

Project 4 is about 206 kilometers long and extends from 
Cochabamba northc-ist across the flank of the Cordillera Real
 
to Villa Tunari and thence northwestward along the Piedmont
 
belt to the Isiboro River near Puerto Patino (see Map, Annex 4).
 

Also included in A.I.D. loan financing are the dollar costs of the 

GOB purchase of contractor's equipment, spare parts, construction 
materials and camps at the end of the job. (See Issues, Section VI 

for discussicn.) 

6. 	EX1MBANK: Eximbank has indicated they are not interested in this
 
project.
 

7. 	 VIEWS OF COUNTRY TEAM: Recommends and supports the project based
 
on its economic justification and its contribution to Bolivian
 

social development and political unification.
 

8. 	PROCUREMENT: All procurement under this increase will be for U. S.
 

goods and services.
 

9. 	STATUTORY CRITERIA: All Statutory Criteria related to this loan
 

have been satisfactorily met (see Annex 1 for details).
 

10. 	OTEER FINANCING: No other sources of financing is presently 

available for this project on reasonable terms. IBID and IDB 
have both indicated that they are not interested in financing 
this 	project.
 

11. 	 ISSUE: A.I.D. financing of the dollar costs of the GOB purchase 

of equipment, spare parts, construction materials and camps frrm 
the contractor at the termination of the job. (See Section VI, 

Issues.)
 

UNCLASSIFIED
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12. 	RECOMMEN~ITION: Authorization of an increase in A.I.D. Loan 
511-L-021 not to exceed $9,500,000 to the Republic of Bolivia 
to assist in financing the dollar costs of construction and 
engineering of Highways 1 and 4 and procurement by the GovernmeWt 
of Bolivia of equipment, spare parts, construction materials 8itd 

camps from the contractor at residual value, the loan to be made 
on the following terms and k-onditions: 

(a) The Borrower shall repay the Loan to A.I.D. in U.S.
 
dollars within forty (40) years from the ..irst disburse
ment under the Loan, including a grace perieUd of xot to 
exceed ten (10) years. Borrower shall pay to A.I..D. in 
U.S. dollars interest on the disbursed portion of the
 
Loan of one percent (1%) per annum during the grace
 
period and two and one-half percent () au
 
thereafter.
 

(b) All conditions of Loan 511-L-021 shall apply to this
 
increase in the Loan except procurement shall only be
 
for U.S. goods and services.
 

(c) Such other ccnditions as A.I.D. may deem advisable.
 

Project Committee
 

Chairman: Frank Kiimball, LA/CD
 
Engineers: Benjamin Watkins, LA/CD/ENG and Charles Shirley,
 

USAID/Bolivia 
Counsel: Frank DeRosa, LA/GC
 
Desk: Austin Heyman, LA/BC
 

Drafted: FKimball/BWatkins/CShirley
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-1-	 UNCLASSIFIED 

I. 	 BACKGROUND 

1. 	 Loan Agreement 511-L-021 was signed with the Government of 
Bolivia in September 1964 to finance engineering services and 
construction of Bolivia Highways 1 and 4 in the amount of 
$33.2 million.
 

2. 	The financing was granted pursuant to feasibility studies
 
completed by Tippetts-Abbett-McCarthy-Stratton in December 1963, 
for Project 1, and in January 1964 for Project 4. In June 1965 
the GOB contracted with TAMS to provide engineering services of
 
final design and supervision of construction for the protect.
 
During the prosecution of the design work in January 1966, the
 
Advance Notice to Bidders and call for prequalification were
 
issued. Six construction companies or consortia were pre
qualified and the Invitation for Bids, including contract
 
documents and bidding plans, was issued on May 19, 1966.
 

3. 	 At the request of several of the potential bidders, a pre
bidding conference was held on July 12, 1966, in the Bolivian 
Embassy in Washington. A this time, at the request of the 
b'dders, several changes were made in the specifications for 
the purpose of reducing the contingencies that would be included 
in the bids. Only two bidders were represented at the conference;
 
two other bidders had indicated they would not attend and would 
not present a bid while the remaining two bidders had not stated 
their position. By July 20, 1966, the date set for opening the
 
bids, only one bid had been received by the GOB from a consortium 
comprising O.A. Jones Construction Co., Emkay, Wright Contracting
 
Company and Bartos y Cia. Owing to legal dispositions in the
 
Republic of Bolivia, a single bid cannot be opened; accordingly
 
the 	bid was returned unopened.
 

4. 	 The GOB acted immediately to authorize, by presidential decree 
on July 22, 1966 direct negotiations limited to the Jones consortium. 
On the same day, at a meeting with the Minister of National Economy, 
the Jones representatives informally presented the bid which had 
been returned to them. Its amount Was $49.7 million. 

reasons5. 	 The consultants undertook a study to determine the basic 
for the difference between the preliminary cost estimate prepared 
in mid-1963 and the informal Jones bid. They determined that 
three factors had caused an approximate increase of 45 percent
 
in costs. These were an average annual increase of construction
 
costs in Bolivia of 5-%; over estimation of efficiency of 
utilization of personnel e -' equipment; and lack of interested 
contractors. (See Engineering Analysis for details.) 

UNCLASSIFIED 
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6. Five possible scope of work ulttl '" ! Iyes were examined in 
, cost of the project." 10e the1966, attemptii.4 to
September, and relateddrmine its cost 

Each alternative was analy'.ed to 11,,I 
il jsrnis of the internal rate 

benefits expressing the re.U1lt 
'I'AS., the consultant to 

of return. Costs were esttmted 11V 
with LA/CD engineering

the Bolivian government in conjiuwim 
staff.
 

havlF, Ile most favorable internal 
The alternative selected :i 

li andtital design geometrics
rate of return was to maintaiu the or 

- 11rT.tng the operational cost 0., 
the roadway surface character rtics 

of reduci.z 
vehicles while adopting 16 deottn cfli'e'.' for the purpose 

the construction cost and som' of the 
,,,itractor's contingencies. 

of LIk1 alternative was shown: 
The estimated total economic cost 

$4o,6oo,ooo

Estimated Construction Coot 


r I. 3,450,000

Estimated Cost of Engineering 
 2,000,000
 
Contingencies $46,
 

Sub-total 

" ./


Less Portion of Contingeny Allow'0 
1500000Iooollomic Costs-

Not Considered to be Inclided ill 

44,550000 
Estimated Total Cost of projec'ts 


ti,1 , :tternative was estimated :Il
 The internal rate of return o 
 Ir the benefits from the new
percent.
September, 1966, to be 12-1 rate of 
linkage to Santa Cruz are included 

(p,.',e~at 9)the internal 
for detills) 

return rises to about 14.5 percent. 
(hloe Economic Analysis 

arisine or,, escalation paymentscov-er - $1,500,000 assumed to 
because of general inflal;ion, Wil Iierefore excluded from
 

%"l later reduced to $1,000,000,costs. This exclUi3.Oneconomic 
be .5 1gil ( tcant to the results of the 

but this change would not 
comparative study of alturn-.±iv'"" 
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On October 11, 1966, the Deputy Coordinator, Alliance 'for 
Progress, authorized the negotiation of a contract by the GOB with 

the Jones consortium for construction of Projects 1 and 4 based on 

the above alternative. Authorization of negotiation rather than 
rebidding was justified on the basis that one year would be lost in 

rebidding; that further delay could cause serious political 
problems in Bolivia; that rebidding would not likely attract any 
more contractors than the first bidding did; that time delays would 
cause increase in contract prices; and that the Jones group was 

the only contractor interested in the job. (For details see 

Annex 3-) 

During November, December, and January, the GOB and the Jones 

group negotiated the contract. On January 10, 1967, they reached final 
agreement on a $42.5 million contract. The agreement stipulated 

that the contractor would be given notice to proceed not later 

than February 9, 1967. The importance of this deadline is that the 

contract time of 2000 days had been reduced to 1750 days during 

negotiations and this tighter time schedule can only be met if con
struction can start this dry season which begins in April. Upon 

notification that the additional A.I.D. loan has been made, the GOB 

will give the contractor notice to proceed.
 

A final economic appraisal of the project was made in January
 

1967, taking into account the negotiated contract price an(' the
 

modified construction term. The internal rate of return was
 

estimated to be 13.5 percent, increasing to 15.5 percent if the
 

benefits from the future alternative linkage to Santa Cruz are included.
 

(See Economic Appraisal for details.)
 

UNC ASSIFIED
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III. ECONOMIC APPRAISAL 

To aid in the evaluation of the request of 
the Government of
 

carry out the construc-
Bolivia for additional A.I.D. financing to 

the consultants, Tippetts-Abbett
tion of Highway Projects 1 and 4, 

McCarthy-Stratton, were asked to make additional 
economic
 

appraisals of the projects to supplement 
and bring up-to-date
 

The detailed report of the
 the feasibility studies made in 1963. 


consultants, dated September 1966, is presented 
in Annex 2
 

in the 
the key premises and principal conclusions are summarized 


following paragraphs.
 

The study included an 'examinationof the 
objectives of the
 

projects and a review of the validity of 
the premises on which the
 

One of
 
economic studies of the feasibility reports 

were based. 


of the study was to appraise the economic 
the principal purposes 
feasibility of deleting various components 

of the projeccs as
 

originally conceived, for the purpose 
of reducing the total funds
 

required.
 

After determining that none of the proposed 
deletions were
 

were cairied out essentially on
negotiationsfeasible, contract 

and a tentativo agreement was
original projectsthe basis of the 

and Bolivian companies for the 
reached with a group of U. S. 

A final economic appraisal was
 construction of the projects. 

taking into account the 

thereupon completed in January 1967, 
costs and schedule for completing the work. 

nego- iated c.mtract 
similar to the 1963 feasibilityTo facilitate the analysis, procedures 

report analyses were used, rather than to apply the concepts 
of
 

transportation economics now in general use, which include the
 

evaluation of economic development benefits at shadow prices 
rather
 

Since full road-user benefits associated with
than market prices. 

replacement of the existing poor road by a new paved 

road from
 

to the project from exist-
Cochabamba to Villa Tunari were imputed 


ing and future traffic, the use of the present low market prices
 

received by farm producers, in the evaluation of development benefits,
 

is necessary to avoid double counting of the reduction 
in vehicle
 

Care taken also in the analysis to include
operating costs. was 
colonization costs and farm operating costs, representing 

additional
 

and unavoidable inputs without which the development benefits 
could
 

not be realized.
 

UNCLASSIFIED
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Objectives of the Projects
 

The principal objectives of the projects as conceived in
 

the feasibility reports were:
 

To reduce the currently excessive vehicle operating costs
 
by replacing the existing unsurfaced road from
 
Cochabamba to Villa Tunari by a shorter pa; ed highway
 
on a better alignment;
 

To open the virgin lands in the piedmont belt for settle

ment by colonists from the highlands, by means of
 
penetration roads from Villa Tunari to the Isiboro River
 

and to Puerto Villarroel; and
 

To provide a linkage of the highway system with the system
 

of navigable rivers in the Beni, by means of a highway
 
connection to Puerto Villarroel.
 

UNCLASSIFIED
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and inThese objectives retain their validity at present, 

view of continued progress in the construction of Projects 3 and 7
 

from the Ichilo River to Guabira, and of current plans to con

struct Project 9, a linkage between Projects 1 and 3, a fourth
 

objective assumes increased importance: 

To serve as important segments in a new trunk route from 
north of Santa Cruz, withCochabamba to the producing area 


the important advantages of greatly reduced distance and
 

superior alignment, resulting in substantial road-user
 

benefits. 

Validity of Premises of Previous Economic Studies
 

The economic studies summarized in the 1963 feasibility reports
 

on these projects were based upon construction cost estimates pre-


Since that time a world-wide trend of rapidly
pared in mid- 963. 
been noted; the negotiatedincreasing coastruction costs has 


for construction of Projects 1 and 4 is substantially higher
price 

than the 1963 estimates.
 

To appraise the economic feasibility of the project in terms 

of conditions existing in 1966, the traffic between Cochabamba and
 

Villa Tunari should be projected from 1963 to 1966 at the rate of 

The timing of subsequent traffic increases 
7 percent per year. 

areas should be adjustedfrom development in new colonization 
slightly to conform witn the new schedule for such development.
 

The vehicle operating costs incurred by present and projected
 

traffic should be stated in terms of 1966 dollars by inflating
 

them at about 5 percent per year since 1963.
 

In the Project 1 area the coloni.zation program is proceeding
 

on a schedule agreeing closely with the 1963 projections of 
the
 

of 2,500 families, on which the feasibility
ultimate settlement 
On Project 4, no change is now foreseen in
 studies were based. 


the previous assumption that about 600 families would settle
 
In the area
spontaneously between about Km 90 and Km 150. 

where the settlement ofand Isiboro River,between Villa Tunari 
1900 families was assumed in the feasibility studies, the
 

number of extensive concessions of land
aGovernment has made 
to private enterprises and non-profit associations. It is now 

estimated that about 1530 families will be settled in 
various
 

conolization projects along this segment of the highway 
and that
 

additional benefits will be obtained from the 
approximately 8800
 

hectares that will be devoted to agro-industrial uses by various
 

The benefits from colonization as computed in
 private groups. 

stated in terms of 1966

the feasibility reports should be 
figures at 4 percent per year, which is 

dollars by inflating the 1963 
rate of price increases in domestic food products

about the annual 

UNCLASSIFIED
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is now expected to be co=in the Cochabamba area. As the highway 

pleted later than previously assumed, the timing of the developmen:
 

benefits must be adjusted accordingly. 

Possible Modifications of the Projects--Alternatives 

Starting with the projects as proposed by the Government of
 

Bolivia (designated herein as Alternative I), each possible
 

modification of the projects was analyzed to determine its cost
 

and related benefits, expressing the result in terms of the
 

internal rate of return. 

Alternative I
 

This alternative coiprises the construction of the entire pro., . 

(paved) and Isiboro River-Villa TunariCochabamba-Villa Tunari 
In comparion of alternat--,.Puerto Villarroel (gravel surface). the 

made in September 1966, the costs of Alternative I were estimated
 

follows:
 

$4o,6oo,000
Estimated Construction Cost 


Estimated Cost of Engineering Services 3,1450 000
 
22000,000Contingencies 


$46,050, C',,"
Sub-total 


Less Portion of Contingency Allowance 1
 

not Considered to be Included in Economic Costs
l / 1,500,W,)
 

$14, 550, 00-0Estimated Total Cost of Projects 

The present worth of the total cost of the projects, which was
 

scheduled to be disbursed over the period from 1966 through 1972,
 

was determined by discounting such disbursements at various annual 

rates.
 

Tl-- , 5 00,000 assumed to cover possible escalation payments arising 

because of general inflation, and therefore excluded from acononl. 

costs, this exclusion was later redured to $1,000,000, but this .. 

would not be significant to the results of the comparative study .. 

alternatives. 

UNCLASSIFIED 
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The economic net benefits were evaluated in terms of the
 
revised basic premises previously discussed, and expressed in
 
terms of 1966 dollars. Road-user benefits were calculated first
 
on the assumption that Project 9, a proposed linkage between Projects
 
1 and 3, would not be completed. A second calculation was made to
 
determine the additional benefits allocable to Projects 1 and 4,
 
that would accrue if such a new linkage were constructed, thus 
facilitating the diversion of traffic between Cochabamba and the
 
producing areas north of Santa Cruz, from the present Cochabamba-

Santa Cruz highway to the shorter route with superior character
istics that would be completed via Projects 7, 3, 9, 1, and 4.
 

UNCLASSIFIED
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benefits to determineBy discounting the predicted future economic 

their present worth in 1966, and equating their present worth to 

the present worth of the costs of the projects, the internal rate 

of return on the investment was found in the September 1966 study to
 

be 12.5 percent, increasing to 14.5 percent if the additional benefits 
1 and 4 from the diversion of Cochabambaallocable to Projects 


Santa Cruz traffic, are included.
 

Alternative 1i
 

the deletion of the bituminous pdvingThis alternative comprises 
between Cochabamba and Villa Tunari, and a decrease in the base 

course thickness from 15 to 7.5 centimeters, at an estimated re

duction in construction costs of $2,4o0,0o0.
 

The feasibility of such a deletion was examined by calculating 
achieved by reincorporatingthe additional benefits that would be 

the paving as part of the projects, and computing the internal rate 

of return on the $2,400,000 investment required to recover these 

computed internal of return was slightly morebenefits. The rate 
even higher if the benefits to trafficthan 25 percent, and would be 


diverted from Cochabamba-Santa Cruz highway included.
were 

Alternative III 

Under this alternative the paving between Cochabamba and Villa
 

Tunari would be deleted as in Alternative II, and the width of
 
from 8.0 to 4.5 meters
the roadway platform would be reduced to 

provide a single-lane roadway. 

In examining this alternative, it was found that the practical 

capacity of a single-lane roadway in such mountainous terrain,
 

according to authoritative technical opinion expressed in
 

recognized technical publications, is less than the present
 

traffic on the existing road from Cochabamba to Villa Tunari.
 
road would not serve the futureTherefore, such a single-lane 


traffic from developing areas, and consequently this alternative
 

was considered to be technically non-feasible.
 

Alternative IV 

This alternative would involve the elimination of the Villa 

from Project 4, engendering a reduction
Tunari-Isiboro River branch 

UNCLASSIFIED 
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Examination

of $2,900,000 in the construction cost of the project. 

of the development benefits associated with this segment of 
Project 4 

shows that the,internal rate of return on this $2,900,000 inVestment
 

is about.1 8 .5 percent.
 

Alternative V
 

This alternative would comprise the aeieti6n 6f th-e erminal
 

24 kilometers of Project 1 from the Ivivigarsia "'River to
 

Puerto Villarroel, reducing the construction cost of the projects
 

Colonization in the area of Projec-1..0_UJiouldot be
 by $1,150,000. 

a deletion,, and the benefits associated with this
 affected by .such 


,accrue from the linkage
24 kilometer segment are those that 'wo 

with th - ystem of'-ndvigable. rivers

of the Bolivian highway netwoi. 
The internal rate of return on the $,150,000of the Beni. 

investment was calculated to be well ii excess of 25 percent.
 

The results of the comparisbn of altebrnatives, fromthe
 
in Table 1.
September 1966 study, are summrized 

Internal Rates of Return on Proposed Projects
 

and on Selected Component Parts Analyzed as Alternatives 

-Internal Rates of Return
 

Cost Without New Linkage. With New Linkage 

Alternative Millions of $Is. to Santa Cruz I to Santa Cruz 

I 44.55 12.5 .14.5 

II 2.4 25+ 25+ 

III One-way Road not Technically Feasible. 

IV 2.9 1-8.5 
V 1.15 25+ 

.-1966-ishowed Vconclusively
Thus, the comparative' study made in"Septem e 

that the projects 6'represented'by Uterfiative I: should no1.-be 
of*the: various components analyzed

modified by deleting from them any 

as Alternatives ir" through V. 
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Final Economic Appraisal 

The negotiation completed January 10, 1967, of a contract for construc
tion of the projects at a total cost of $42,500,000 in a period of 1750 dayc 
necessitates the recalculation of the economic return, under these new 
conditions. The total economic cost of the projects is summarized in
 

Table 2 and the approximate timing of expenditures in Table 3.
 

TABLE 2
 

Economic Cost of Projects 

Construction Cost $42,500,000 
Estimated Cost of Engineering Services 3,1450,000 
Contingencies, $2,000,000, of which $1,000,000 

covers possible escalation payments, while 
remainder, for poss ble extra work, is an 
economic cost of t ... ........ 1)000,000 

Estimated Total Economic Cost $46,0000 

TABLE 3 

Schedule of Expenditures 

Year Amount, Dollars 

1966 $ 1,000,000 
1967 9,000,000 
1968 11,000,000 
1969 9,000,000 
1970 9,000,000 
1971 7,950,000 

Total 

The economic benefits calculated in the study made in September 1966 
have been favorably affected by the reduction of the construction 
period to 1750 days. Construction of the entire projects will be com
pleted before the end of 1971, and since acceptance of the completed 
work in 20-kilometer segments is now specified, it is expected that 
the roads from Villa Tunari to the Isiboro River And to Puerto Villarroel 
will have progressed sufficiently by the end of 1970 to provide service 
to the extent necessary for realization of development benefits. 

cover possible escalation payments arising bel! - $1,500,000 assumed to 
cause of general inflation, and therefore excluded from economic 
costs, this exclusion was later reduced to $1,000,000, but this change 
would not be significant to the results of the comparative study of 
alternatives.
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Since colonization in the Project 1 area is proceeding about as
 
forecast in the feasibility report, the schedule of the associated
 
benefits estimated in such report has not been changed. The benefits 
from linkage to navigation, however, will be postponed two years from
 
the schedule shown therein.
 

It is now estimated that the development benefits arising from coloniza
tion on Project 4 will be equal to the corresponding benefits calculated 
in the September 1966 study (see Annex 2 ), but because the construc
tion will be completed in 1971, the benefits will be realized one year 
earlier than previously estimated. 

To develop forecasts of road-user benefits it was necessary to
 
revise the traffic projections. Traffic generated by colonization
 
along Project 1 will develop on schedule, but that generated by port 
activities will be deferred two years from the growth as forecast in
 
the feasibility report. It is assumed that the volume of traffic on 
the existing road from Cochabamba to Villa "unari increased from 
1963 to 1966 at the long-term annual rate of 7 percent, and revised 
projections of normal and generated traffic growth have been adjusted 
to account for the assumed 1966 volume. It is assumed that the 
development traffic from the area west of Villa Tunari forecast in 
the feasibility report will be experienced two years later than 
shown in such report; this assumption is probably conservative, since
 
the combined development by colonizers and by various enterprises is
 
expected to give rise to a greater volume of traffic than previously 
forecast for colonization alone. The revised traffic estimates are
 
given in Table 4, which also shows the greater volume of traffic 
that would develop on Project 4 if the new linkage to Santa Cruz 
via Project 9 were completed. The estimates of the diverted traffic 
were developed as shown in the September 1966 economic analysis 
(Annex 2 ), except that for the present appraisal it is assumed 
that Project 9 will be completed concurrently with Projects 1 and 4,
 
in 1971. 
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TABLE 4 

Projected Average Daily Traffic 

1966 197L IM 1984 1989 

Without New Linkage to Santa Cruz 
Via Project 9 

Cochabamba - Sacaba 430 1030 1425 1940 2760 
Sacaba-Villa Tunari 85 420 590 800 1130 

With New Linkage to Santa Cruz 
via Project 9 

Cochabamba-Sacaba - 1410 2055 2885 4090 
Sacaba-Villa Tunari - 800 1220 1745 2460 

In calculating the road-user benefits for Project 4 that would 
accrue each year with traffic volume as show, in Table 4, the estimates 
of vehicle operating costs given in the feasibility report were 
utilized after correction to 1966 dollars by inflating the 1963 figures 
at the rate of 5 percent per year. Once the new highway connection 

to Santa Cruz via Project 9 were completed, considerable savings 
would accrue in the form of reduced operating costs of vehicles 

diverted to the shorter route. Although Projects 1 and 4 represent 

far more than one-half the cost of construction of the entire lowland 

route between Cochabamba and Santa Cruz, they constitute only 52 per

cent of the length, and have been credited with only one-half the
 

benefits of the diverted traffic.
 

The total estimated benefits from Projects 1 and 4 are given 

for selected years in Table 5-
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ESTIMATED TOTAL ANUAL TANGIBLE BENFITS 

(Thousands of 1966 Dollars)
 

1975 1980 1985 1990 

Development and Port Benefits 

Project 1 3,040 4,260 5,810 7,310
 
Project 4 840 1,710 2,250 3,365
 

Road-User Benefits
 

Without new linkage to Santa Cruz 4,430 6,170 8,450 11,850
 

Additional with new linkage to
 
Santa Cruz 1,470 2,890 4,540 6,300 

Totals
 

Without new linkage to Santa Cruz 8,310 12,140 16,510 22,525 
With new linkage to Santa Cruz 9,780 15,030 21.,050 28,825
 

In evaluating the economic return on the investments in the projects, 
it was necessary to consider not only the expenditures for construction 
shown in Table 2, but also the annual maintenance costs of the new 
highways and colonization costs, as described in the feasibility reports. 

Based on annual benefits through 1991 without the new linkage to 

Santa Cruz, and costs for the same period, the internal rate of return 

is about 13.5 percent. InCluding benefits from the new linkage to 

Santa Cruz, the internal rate of return is about 15.5 percent. 
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Iv. ENGnING AnIALYsIS 
I. General Description of Project
 
Tv C-6 ]:ilorntc'rs o-.1?y. rro'noac ror inrr';'ct 1
 

w:ould start at its ,unction Prof"t h 'rzc" ly

north of Villa Tunar. and wnul;' trend' in an castair-_
 
direction across the Chapa,,c P%:ver an1 about 59 hilom- ..r
 
beyond; after crossinC the .ver route
 

0oldturn northward and continue some 27 .ilometer, to
 
Pierto Villarroel. The land over the entire lencth of tie
 
route is flat and heavily forected. Elevation, vary
 
between 240 and 300 meter,.
 

Project 4 is proposed to 'e 206 kilometers lon;
 
between the city of Cochabamba and the central part of
 
the Chapare Provir.":. hot l Cochabamba (levtion

6,570 meters) the proposed ' w.uld pass or
wo.tiy throu'h 

near the population cnters ol' Eacabu and Ar--rre. In
 
thi:.s se,:*-;ent alic. closely ffollows the e:cictinr
the vent 
route, utilizing portionc of the e;istin&roadbc:. where 
practical. The highest point of the proposed hizhway is 
reached at an elevation of 3,60 ricters, some 36 ilometers 
from the begiwninrg oT the pro jc*-t. From this poin'6 the 
road generally descends along the Corani Valley, pasing 
near Agirre at about I=; .5 and Colomi at km 50. At approxi
ne,tcly km 64 the valley ends abral.ptl- at the scarp of the 
northeastern flank of the Cordilera Real. From km 64 
northward the proposed route continually descends, crossing 
another small drainage divide into the valley of the 
.spiritu Santo River an-1 follows the river doownstream to 
Villa Tunari (elevation 300 metcrs), the commercial center 
of the Chapare region. 

The proposed alinment bet;ween Agirre and Villa Tuinari, 
about 120 kilometers long, and on an almost continuously
descending grad6, vrouj.d replace an existing road that is 
about 18 kilometers longer, rises from Auirre almost 
1,000 meters"to an elevation of J4,335 meters, and is limited 
to one-way traffic through barren and precipitous terrain. 
At Villa Tunari Project 4 vould connect with Project 1. 
Project 4 continues as a penetration road 43 kilometers 
northwest from Villa Tunari to the Isiboro River. The road 
would traverse the piedmont belt, never more than a few 
kilometers from the adjacent mountains. 
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Tc. itecrvt the propo' !Tric' Iwith ir'':'i
 
hW.Chway netwUork, an additional2 oinncntlon approxiiatejly

10-,I I lonC,, In propo see- bot:e'n Am~drrc tine the'
kimcters 
Coceiabarnba- Cantat Cruz hi,-h-.n' near Tirariq 1ic ::.1 
traffic man be cNIrPectocl beci3weon the (hapare awl ront eant 
of' Acitirre. A fair-weat-her. road. bet-weenn Arndri'cen T3.raq',r
I. now.. under construction by the TLonal Roarx. j[caew-artc.c
of the Department of Coch41ir'.r;1ba; it IC nroo(e under 
Pro 0ect 4~ to ii-aprove the ro:.to a con~ition nu-Itablc f'or 

?ro~oct 1 .dll.be a~ -r.etor road, s.houlk'"r to eie 
w."eth, vrith bri,!r".- idths ovy-lrv f'rra (57 to 2 r.iter-,

'.~eiQ~n:On the len1.:thL of ;t r~<e It wilhave a 
nmri~hed rrnveJ. rvurfacir fs'1. wir :A'h vihulelpr to 1o.er 

p.'..cc concreteo pil2es, anO. ccnc.4P'-?tnr5cr! on '~ra. fohin-c. 

GroiutcQ .L'p-rap *..ill.bc* at all). abt"!Otr. 
Ma;~or brt~svary in len.--th f.rc: -I%4t.o 2", :-,tor' *!i.

an)mlen-ths vayn-fIi-0to 	 -atr: 

1P-'oject 4~ from ~to~..;'VAI.J-a na:':t ~l.avo' 
r'orc'.'amy r ~irthl- varin-: nln~ :~tor:c2.Yr 
... CvI1,lr. Fron. Vill1a Th-airr- t1c.-.i ... (nIertc 
Patino) the road 1-71l1 lie 0,1- . -- '-e2 ii'iJoe s1-ho11.4.Cr to 
nhoultler. Tic Cochalinufo-V 1 .lan T' .-iari. ton wv m)t - -vl 
triple bituminoun, rm~v.,e r, ' ' iie--mer . 01r 
Coch'abaxaba to kra l), 6n~( fr'c tC :!2:-m ter- iom. there 
Ttuarir-. . IllV.l(,uar 	 4h~c 1.1l ±.vc-Tboc eton 
a 	 ?i.'ll wit 6rIG;.-'rn :rve2. rium.ac'T~. rw.':V'-e 

~.i~~varyuro - '0- -1 ih f r.t nene., i:.a t" 
terrai anid from . . ~* ' .)i~! *' 

thei varlations- oncni~11m 2v~; -If t"e..0 o- T' 
zretzaxe a' j~.".~ e ~''~4 ei i ilr~o ~v 

Otructaod1: twl.n ci:rcul.ar coll'r.r.t, cl.~ 1 and 1ol; 

L7rTIUsr;'II1 D 

Om~ ~~ 

http:ci:rcul.ar
http:s1-ho11.4.Cr
http:tor:c2.Yr
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I4Ltor u.fnrc t ha ic'. , cn nho ot:.-t ~m. ,ort~ vi':,~~ 

,amu A. I.1 l."c:c:Olci to prr.t G2covei'nmicw, ofT,. ~.* 

In Jcrnirmry a.'1ct tho ... '-'l o~:.b.L.~ 

Tit~'b r b.eI on th*IoC, rjc:jo1,C) m~ ~ 2tht 

:?Jr.-L Y$,6'. I., th~wt ti.mm thcir j
oftp~c~~~ 

':olt -,,o,2e be wi-miftabin.' -o- t71o projc-1W. Pn aJ,~or 
oz tctha. boo..,n tri2n( ~T~o Oree'fet by bel-rr 

cc~. I.prient Wu.t awz f2L.... I r..C.,cy. 

.ary tolic ) f'
 
ighwniay conctruct'ion co-tn 1-c-n '-o increvo-.ic r
 

flo:'inr"nr: i n !N'),! 'Jafnay c. 

utilizati*on and0 it.norcated of-:'ic4, ncy. A' t frst this aiA'
L'eronce Wa ba-rely pcrceptcable; :ho'.rever, by July~ 1966 the 

diff'rence -,ms i.ncreas~mnZ roaplfr'2y. Analysiz- of' th-e con

ctruction cost as JlistoO. .1m tho Conctruct'l)fl lie-v, W~~l 
-nubliichcdl by the U.l !. Departmecnt of' Cormw.orn. f'or Juy1966 
lndlicate('. thnt1 the con.-Aruction cost indc:-: 1.ad -mercazec: 

2.57 cent, '--' the past 3 ycar:7 * urther da oublf~see1. in' 
the Oc oerfoar issue of' Roads cmJ Otrects indicte. tha~t t61h1 
1i4 CLpice-. of' hi, .1wayj projcctc liad icrcanc h.3l perent in. 
the Oecone, quarter of' 1966,1 follo-AnZ a 2..3 parcent incremse 
durin,! the f'irst c'uarter of' 1966. Construction c'ostr: in 
Boi,v. likewise have been increasing 15to 6'percent per 
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year. 5rojectinz these construction rost increa.se- fo-rara 

for another 3 years, to the mid point of contruction, 
indicates an increase of appronimately 32 percent. Analy.i3 

of the utilization of personnel and equipment for projects 
3 and 7 under the Hardeman contract indicates that the pre

liminary estimate on projects 1 and 4. may have been lowr by 
approximately 3 percent in this respect. Also, analysis of 

lack of enthusiasm of U.S. contractors for construction 

work in Bolivia indicatec that the factor asir;nc,, to "the 

contractor's overhead, contingencies, and profit should be
 

increased an estimated 5 percent. Totaling those threc 
factors indicates that the project cost estimate should be 
increased by approximately h5 percent ovor the prelimi.nary 

. 
cost estimte made in 1.963. The construction cost compute 
by this metlod would be , ,69,o000. 

In September 1.66 Tibbetts - Abbott - icC-rthy - Stratton 

prepared a new construction cost estimate based on a Oetai.r' 

analysis of the current costs of manpower, equipment and 

materials, plus an estimated all.ow:ance for future inflation 

that varied from 0 to 10 percent pe-r annum for the different 
,ar ,;hO,60C,O0.coinr-onens. The amount of this estimate 

At the time of the schedule'l bid openinrg on July 20, 

1966, the Jones consortiu.'s tender, as explained tui.cr the 

section on "Background," waz returned to them unopened. 

Later it ras unofficially presented to the GOB for their 
ue. The of this ten:.er was .,,,..,......information and amount 

After the scheduled bid opening the final construction plans 

,-,ere comIlcted ;*hich reduced some of the quantities pre

viously estimated on the bid,in,. plans. Applying the Jones 

consortium uiit prices subnitted with their- tender in July 
ouantities listed on the final construction plansto the 

plus a few minor changes subsequently made in the specifica

tions indicates that the construction cost would be (i,'6,PaOqOO
 

and on receiving this amount the contractor would retain
 

possession of the construction equipment, spare parts, materials
 

and camps.
 

The construction contract price negotiated by the
 

Government of Bolivia with the Jones consortium was $42,500,000.
 

This price compares favorably with TAMS' new cost estimate of
 

September 1966 and with the projection of the feasibility
 
study cost estimate listed above. Moreover, it represents
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a reduction below the amount of the adjusted Jones competitive bid,
 
reflected in contract unit prices that average about 9 percent lower
 
than former Jones bid.
 

In obtaining agreement with the Jones consortiim the Government
 
of Bolivia agreed to the following listed contract changes:
 

(a) Modification of the mobilization clause to permit payment
of all mobilization costs, including freight and insurevice,' up to a
 
maximum amount of $10,000,000. Also a change in the mobilization 
repayment to permit restitution of these costs to be delayed unti-l
 
after 50 percent of the actual project has been completed.
 

(b) Modification of the payment for materials clause to permit

payment for aggregates and masonry stone delivered to the site.
 

(c) Deletion of the requirement for the endorsement of the
 
performance and payment bonds by a resident agent of the bonding com
pany in Bolivia.
 

(d) Guarantee by the Government of Bolivia on the quantity and 
price of cement and diesel fuel that will be made available to the
 
contractor.
 

(e) Provision for arbitrations as a means of resolving disputed
 
questions of fact.
 

In view of the above listed data and information, the engineering

plans, method of contracting and cost estimates are considered to be
 
reasonable for the scope of the project and thus meet the requirements

of Section 611 of the Foreign Assistance Act. A cost benefit analysis

of this project, using the negotiated construction costs plus reason
able estimates of funds required for engineering services and con
tingencies, is included under the section on Economic Analysis and in

the annex. A table showing a comparison of the various estimated costs,

the tender submitted in July 1966 and the final nego'tiated construction 
cost is given in Table 6.
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3. Engineering Plan for Implementation of Project 

The engineering plan for implementation of the project remains 
the same as listed in the basic capital assistance paper with the 
exception of the following: 

(a) Construction contract was awarded on the basis of negotiation 
instead of competitive bidding; 

(b) The construction period was changed. The 1460-day term
 
shown in the capital asistance paper was increased,. at the request 
of bidders and prior to receipt of tenders, to 2000 days; during sub
sequent contract 'negotiations the term was reduced to 1750 days.
 

(c) The grading and gravel surfacing of the Aguirre spur was 
determined to be more of a maintenance and minor betterment project 
than new construction, and accordingly was assigned by the Govern
ment of Bolivia to the National Road Service for accomplishment. 
Originally it had been planned that this work would be accomplished 
under the construction contract.
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Table 6
 

Comparison of Estimated Bid and Negotiated Costs
 

Roads 1 and 4
 

(Millions of Dollars)
 

Jones Consortium Construction Plans (3)
Feasibility 

Jones Bid TAMS Adjusted Negotiated
Study Est. Bid Price 


Jan. 1964 July 1966 Price July 1966 New Est. Feasibility Contract
 

(1) (2) (Adjusted) (2) Sept. 1966 Study Est. (4) Jan. 1967 

Construction 27.19 49.70 46.20 40.60 42.69 42.50
 
Contract
 

Engineering 1.94 3.45 (5) 3.45 3.45 3.45 3.45 
I
 

Services 

2.00 ,
2.00 2.00


4.07 2.00 (5) 2.00
Contingencies 


Estimated Res. 
Value of Equip- 2.50 -- -- 2.50 2.50 2.50 

ment and Camrs 

50.64 50.45
Total 35.70 55.15 51.65 48.55 


(1) Cost estimate based on construction cost indices as of July 1963.
 

(2) Bid price includes complete amortization of camps, equipment and spare parts. (Note: all other
 

estimates and the negotiated contract amortize only those portions of the normal useful life that 

are expended during the course of the project. They assume a residual value of up to $2,500,000.) n 
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V. FINANCIAL ANALYSIS FebruRry 27, 1967
 

Total. Cost of Project: Up'to $51,206,687 distributed as follows:
 

Foreign Exchange Local Currency Total
 
(dollars) (dollar equivalents) (dollars)
 

(1)Construction 27,471,960 15,028,040 42,500,000
 
(final negotiated
 

price)
 

(2) Engineering 1,700,000 1,750,000 3,450,000
 

(3)Equipment and Camp
 
Sites , 2,200,000 300,000 2,500,000
 

(Procurement by GOB
 
from contractor at
 
residual value)
 

(4)Contingencies 1,000,000 1,756,687 .2,756,687
 

TOTALS 32,371,960 18,8.),727 51,206,687
 

Source of Funds Foreign Exchange Local Currency Total
 
(dullars) (dollar equivalents) (dollars)
 

(1)GOB Contribution -- 5,95),000 5,950,000 
__ 2,556,687 23556,687(2) PL 480 


(3)AID Loan 511-L-021 22,871,960 10,328,040 33,200,000
 

(4) Supplemental
 
-500,000 -- 9.500,000
AID Loan 


32,371,960 18,834,727 51,206,68T
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Revised February 7, !96,7 

The origina., financial plan for this project required only
 

$200,000 contribution by the GOB and was essentially 1.00 financing 

by A.I.D. Loan 511-L-021 ($33,200,000). -The revised planjcalls for
 
a GOB contribution-of $5,950,000. Up to $2,500,000 of the GOB con

tribution may be financed by generations from future PL-480 sales 
agreements if these become available during the construction period 

of this project. If they do not, the GOB will be committed to the
 

full $5,950,000 from its own budgetary resources until such time as
 

PL-480 generations may become available.
 

The original A.I.D. loan projected that $23,626,687 would be
 

disbursed for dollar costs and $9,573,313 for local currency costs.
 

After completion of negotiations for construction services the
 

division between dollar and local currencies has been further
 

refined due mainly to a change in allocation of contingency funds.
 

Under this revised project, equipment, spare parts, construc
tion materials and camp sites may be procured from the contractor
 
by the GOB, at the contractor's option. The value of these items --ill 
be established by an appraisal of a recognized U.S. appraisal company
 
mutually agreeable to the contractor and the GOB. The estimated value
 
used in the financial plan of $2,500,000 represents the estimated
 
residual value of these items at the completion of the job. It is 
estimated by the consultant that approximately 75% of the original 
value of these items will be amortized during the course of construc
tion.
 

This purchase will be consummated upon completion of iork after
 
the appraisal takes place. When the construction is 50% completed
 
the GOB will establish a letter of credit in favor of the contractor
 
for $2,200,000 but no payments will be made from this letter of
 
credit until the job is completed if the contractor does not
 
exercise his option. A.I.D. loan funds will be used for this letter
 
of credit.
 

During the first year of construction approximately $10,000,000
 
will be disbursed to the contractor for mobilization expenses. When
 
disbursements for mobilization, progress payments and retentions equal 
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Reviced Februay, 7, 1W,7 

one-half of contract price, restitution of the amount disbursed fur 

mobilization will be made by monthly deductions from progress pay

ments. The rate of restitution will be such that it shall equal ti-: 

rate of disbursements for the balance of contract disbursements. W.hen 

restitution of mobilization begins it is estimated that work will be 

26% completed. 

approx-
The contingency item of $2,756,687 has been set up as 


imately five percent of the contract amount. This is substantially
 

less than contingency items customarily set up for A.I.D.-financed
 

construction contr .cts. Since the engineering work has been
 

extensively reviewed by four independent groups concerned with the
 

construction and the contract amount has already been negotiated,
 

the work is being undertaken with fewer lancertainties than is 

generally the case. Thus unexpected costs should be relatively small. 

For this reason we are using five percent contingency.
 

funds on hand in the amount of $2,556)687 equivalent willPL-480 
be allocated to local currency costs of these projects. There are no
 

further PL-480 funds currently available in Bolivia at this time as 

all such funds are fully programmed.
 

Based on the above, the financial plan for the project is reason

able and meets the requirements of FAA 611 concerning adequate financial
 

planning.
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SECTION VI - ISSUES 

The issue is whether or not A.I.D. should finance thr dc rr 
costs of the GOB agreement to purchase part of the contractor'
equipment, spare parts, construction materials and camps ofter final 
acceptance of the job.
 

One of the main concessions gained by the GOB during negotiation 
with the contracor was the agreement by the latter to sell at his 
option up to $2,500,000 of his equipment, spare parts, construction
 
materials and camps to the GOB after final acceptance of the job and 
after an evaluation by a mutually chosen U.S. appraisal firm. 

The position of the contractor was that he would accept a con
struction contract for projects 1 and 4 at a price of $45,00o,000
 
and retain in his possession the abooe-mentioned items or he would
 
accept a construction contract for $42,500,000 and a purchase con
tract, contingent on his option to sel]. or not, for the appraised
 
value of the above items of an amount of up to $2,500,000.
 

The contractor estimated that at the end of the job he would 
be in possession of equipment, spare parts, construction materials and 
camps which would still have a useful life but which would have little 
value unless he had other work in Bolivia to which he could transfer 
the items or unless he could find a buyer.
 

From the GOB's point of view it was more economical to have a 
construction contract for $42.5 million and a purchase contract for 
$2.5 million than to have a construction contract for $45 million 
with no equipment, spare parts, construction materials or camps 
transferred to their possession at the end of the job. If the con
tractor should exercise his option and decide not to sell the items 
to the GOB then the GOB would be constructing projects 1 and 4 for 
$42.5 million instead of $45 million. 

The GOB and the contractor thus agreed that the purchase deal 
for $2.5 million and the construction contract for $42.5 million 
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were necessarily part of the same package. The estimated costs
 
for the purchase deal were: 

Nba Camps--appraised value up to $ 400,000
 
Construction materials--appraised
 

value up to 100,000
 
(c) Equipment and spare parts--appraised 

value up to $2,500,000 less actual 
amounts paid for camps and construc
tion materials 2,000,000 

2150o 000 

It is estimated that one-half of camp costs will be local cur
rency expenditures of $200,000 and that $100,000 of local currency 
will be required for purchase of construction materials, spare 
parts and equipment. Thus $2.2 million will be required in 
dollars and $300,000 in local currency. 

Concerning who should and can finance the parchase agreement 
part of the final negotiated deal, there are some obvious
 
problems.
 

If the GOB were to undertake the entire financing, the dis
bursement of $2.2 million in foreign exchange would likely 
represent a significant drawdown in their reserves even five years 
from now. The matter would be further complicated by the fact that 

such an arrangement would require GOB financing of dollar costs 
while A.I.D. would be financing an equal amount of local currency 
costs by the SLC procedure. The basis of this assumption is that 
the GOB cannot reasonably be expected to increase its contribution 
to the project over the amount now contemplated and that the 

problem is the allocation by source of funds of the dollar and 

local currency costs. 

If A.I.D. finances the dollar portion of the purchaL agree

ment the main question is what will the items be used for.
 

Unfortunately there is no answer at present which is other than
 

cosmetic.
 

The Project Committee proposes that this issue be resolved
 

by A.I.D. financing the dollar portion of the purchase agreement
 

for an amount of up to $2.2 million contingent upon mutual
 

agreement between A.I.D. and the GOB at the end of the job as to 

the utilization of the items so purchased. This condition will 
be made part of the amendatory loan agreement. 
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VI. IMPLEMENTATION
 

Implementation of Projects 1 and 4 should be relatively simple
 

since construction contract terms and price are now final 
and the
 

soon as the additional A.I.D. loan is
 contract will be signed as 


authorized. The engineering contract has been negotiated and signed.
 

After the A.I.D. loan increase is authorized the GOB will 
give
 

This must be before February 9,
the contractor notice to proceed. 


1967 for the negotiated contract prices to remain firm.
 

After the GOB signs the amendatory loan agreement and submits 

a legal opinion concerning its validity the A.I.D. loans can 
be 

It is estimated that the amendatory agreement will bedisbursed. 

executed by March 1, 1967. Construction will start in April, 1967.
 

Mission engineer:;, capital development officers and auditors
 

will monitor the progrcss of the projects by periodic 
site inspections,
 

review of monthly reports and review of monthly progress 
payments.
 

No problems are anticipated in the implementation of 
these projects.
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CHECK LIST OF STATUTORY CRITERIA ( ALLIANCE FOR PROGRESS) 

(FAA - Foreign Assistance Act of 1961, as amended
 
by the Foreign Assistance Act of 1966.)
 

(App. -Foreign Assistance and Related Agencies Appropri
ations Act, 1967.)
 

1. 	FAA Section 102. Precautions that have been or are being taken
 
to assure that loan proceeds are not diverted to short-term
 
emergency purposes (such as budgetary, balance of payments, or
 
military purposes) or any other purpose not essential to the
 
country's long-range economic development. 

USAID personnel will approve all requests for opening letters
 
of commitment and will assure that funds are disbursed only 
for 	goods and services needed for the project. 

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

Appropriate measures will be taken to comply with this
 
requirement.
 

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

Bolivia has taken adequate measures to protect United States
 
property in Bolivia.
 

4. 	FAA Section 201(d). Information and conclusion on legality (under
 
laws of country and U. S.) and reasonableness of lending and
 
relending terms of the loan.
 

The proposed loan is consistent with the laws of Bolivia and
 
the United States and the terms are considered reasonable by both the
 
Borrower and A.I.D.
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5. 	FAA Section 251(a). Manner in which loan will promote country's
 
economic development and contribute to the welfare of its people.
 

The loan will promote economic development in Bolivia and will
 
contribute to the welfare of its people. (See Sections III and IV
 
of this Loan Paper and Sections B and E of original Loan Paper
 
DLC/P-237.)
 

6. 	FAA Section 251(b)(I). Extent to which country is adhering
 
to the principles of the Act of Bogota and Charter of Punta del
 
Este and is showing a responsiveness to the vital economic,
 
political, and social concerns of its people, and extent to which
 
country has demonstrated a clear determination to take effective
 
self-help measures.
 

Account has been taken of the extent to which Bolivia is adhering
 
to the principles of the Act of Bogota and the Charter of Punta
 
del Este and is showing a responsiveness to the vital economic,
 
political and social concerns of its people, and of the extent
 
to which Bolivia has demonstrated a clear determination to take
 
effective self-help measures.
 

7. 	FAA Section 251(b)(2). Information and conclusion on activity's
 
economic and technical soundness.
 

The activity to be financed is economically and technically sound.
 
(See Sections III, IV and V of this Loan Paper.)
 

8. 	FAA Section 251(b)(3). Information and conclusion on activity's
 
relationship to and consistency with other development activities,
 
and its contribution to realizable long-range objectives.
 

The 	activity is consistent with and is related to the other develop
ment activities being undertaken or planned and will contribute to
 
realizable long-range objectives. (See Section III in this Loan Paper
 
and 	B-V in the original Loan Paper DLC/P-237.)
 

9. 	FAA Section 251(b)(4). Information and conclusion on possible
 
effects on U. S. economy, with special reference to areas of
 
substantial labor surplus.
 

The 	loan will have no foreseeable adverse effects on the U. S.
 
economy. (See Section I in this Loan Paper and Section F in the
 
original Loan Paper DLC/P-237.)
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10. 	FAA Section 251(b)(5). Information and conclusion on the degree
 
to which the country is making progress toward respect for the
 
rule of law, freedom of expression and of the press, and
 
recognition of the importance of individual freedom, initiative,
 
and private enterprise.
 

The present President and Legislature were elected in free
 
elections and the country is iaking continued progress toward
 
respect for the rule of law, freedom of expression and of the
 
press, and recognition of the importance of individual freedom,
 
initiative, and private enterprise.
 

11. 	 FAA Section 251(b)(6). Information and conclusion on the degree
 
to which the country is taking steps to improve its climate for
 
private investment.
 

New Investment Code was promulgated in late 1965 as an effort to
 
promote greater private investment, both domestic and foreign.
 
Also the adoption of a Mining Code is significant for Bolivia's
 
economic development.
 

12. 	FAA Section 251(b)(7). Information and conclusion on whether or
 
not the activity to be financed will contribute to the achievement
 
of self-sustaining growth.
 

The project will result in increased agricultural productivity,
 
reduced transportationcost, expanded markets, and thereby
 

will contribute to the achievement of
 
self-sustaining growth. (See Section E of original Loan Paper
 
DLC/P-237.)
 

13. 	 FAA Section 251(b)(8). Information and conclusion on the extent
 
to which the activity will contribute to the economic and political
 
integration of Latin America.
 

The expanded road network resulting from this project will contribute
 
to the economic and political integration of Latin America.
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Information and conclusion on availability
14. 	FAA Section 251(b). 

of financing from other free-world sources, including 

private
 

sources within the United States.
 

Financing from other free world sources (including 
private
 

sources within the United States) on reasonable 
terms for
 

the project is not available. (Sections I and V of this Loan
 

Paper and Section F-i of the original Loan 
Paper.)
 

Information and conclusion on capacity
15. 	 FAA Section 251(b). 

of the country to repay the loan.
 

The loan will be repaid in dollars over 40 years and the dollar
 

debt service ig expected to be within Bolivia's capacity.
 

FAA Section 251(b). Information and conclusion on country's
16. 

efforts to repatriate capital invested in other 

countries by
 

its own citizens.
 

Account has been taken of the extent to which 
Bolivia is making
 

reasonable efforts to encourage repatri.ation 
of capital invested
 

in other countries by its own citizens.
 

Information and conclusion on reasonable
 17. 	 FAA Section 251(b). 

prospects of repayment.
 

It appears reasonably certain that the Borrower will 
have
 

the capacity to repay the loan.
 

Information and conclusion on availability
18. 	FAA Section 251(e). 

of an application together with sufficient information 

and
 

assurances to indicate reasonably that funds 
will be used in
 

an economically and technically sound manner.
 

An application has been received for this loan 
which gives
 

sufficient information and assurances to 
indicate reasonably
 

that the funds will be used in an economically 
and technically
 

sound manner.
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19. FAA Section 25I(R). Information and conclusion on use of
 
loan to assist in promoting the cooperative movement in
 

Latin America.
 

In view of the nature of the project, it is not appropriate to
 

utilize the loan to assist in promoting the cooperative move

ment in Latin America.
 

2n. FAA Section 251(h). Information and conclusion on whether
 

the activity is consistent with the findings and recommendations
 

of the Inter-Ainerican Committee for the Alliance for Progress
 

in its review of national development activities.
 

The activity is consistent with the findings and recommendations
 

of the Inter-American Committee for the Alliance for Progress
 

in its review of national development activities.
 

21. FAA Section 252(a). Total amount of money under loan which is
 

going directly to private enterprise, is going to intermediate
 

credit inistitutions or other borrowers for use by private
 

enterprise, is being used to finance imports from private
 

sources, or is otherwise being used to finance procurements
 

from private sources.
 

Not applicable. All loan funds are being made available to
 

public sector except consulting engineering fees. All loan
 

funds, other than those for consulting engineering services,
 

are for the financing of imports from the U. S. private sector.
 

Extent to which the loan will contribute to
22. FAA Section 281. 

the objective of assuring maximum participation in the task of
 

economic development on the part of the people of the developing
 

countries, through the encouragement of democratic private and
 

local governmental institutions.
 

The greatly enhanced transportation facilities resulting from
 

this project are exp cted to play a major role in a more
 

generalized development of the Bolivian people and thus is
 

expected also to promote democratic private and local govern

mental institutions.
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23. FAA Section 601(a). Information and conclusions whether loan
 
(a) increase the flow
will encourage efforts of the country to: 


of international trade; (b) foster private initiative and
 

competition; (c) encourage develnpment and use of cooperatives,
 

credit unions, and savings and loan associations; (d) discourage
 

monopolistic practices; (e) improve technical efficiency of
 

industry, agriculture, and commerce; and (f) strengthen free
 

labor unions.
 

The loan will encourage efforts of the country to increase the
 

flow in international trade through improved highways, thus
 

permitting produce to reach major urban centers for distribution
 

to international m..rkets; and will foster private initiative and
 

competition by opening domestic markets to a greater number of
 

producers and manufacturers, and will also encourage the use of
 

cooperatives. However, credit unions add savings and loan
 

associations are not expected to be affected.
 

24. FAA Section 601(b). Information and conclusion on how the loan
 

will encourage U. S. private trade and investment abroad and
 

how it will encourage private U. S. participation in foreign
 

assistance programs (including use of private trade channels
 

and the services of U. S. private enterprise).
 

United StateS engineering and--ontracting services ill be
 

utilized 6n the project. Private trade channsls will be used
 

wherever practicable (See Section 252(a) above.)
 

Conclusion and supporting information on
25. FAA Section 601(d). 

compliance with the Congressional policy that engineering 

and
 

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

to be used in connection with capital projects to the maximum
 

extent consistent with the national interest.
 

Engineering and professional services of U. S. firms and their
 

affiliates will be used.
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FAA Section,602. Information and conclusions whether ba1 I..LL 
permit American small business to participate equita.:!y i. 
furnishing of goods and services financed by it. 

Small business will be permitted to participate equi.ably
 
the furnishing of goods and .services financed by th*.- boft, 

FAA Section 6 Section Compliance w ;aq04(a): App. 108. 
eof commodity procurement to U. S. except as otherwis det-' 

by the President and subject to statutory reporting .uir '. 

Equipment, material, and services financed for the ; , 
the loan shall be procured from the United States, -h 
through appropriate procedures.
 
FAA Section 604(b). Compliance with bulk commodity
 
restriction to prices no higher than the market pric-'y
 
in the U. S. at time of purchase.
 

"Not applicable. Any commodities financed by the loa.- 'r 
purchased in bulk will be purchased at prices noiir Ih, . 
prevailing U. S. market prices. 

FAA Section 604L(d). Compliance with requirement tha- ~I 
insurance be purchased on commodities if the host cc-.t-rY 
discriminates, and that such insurance be placed in : 1.$ 

Loan funds shall be available from marine insurance 
shipped when such insurance is placed on a competiti-eb,;i1 
specified in this section of the Act. In the event tta, . 
discriminates against any U. S. marine insurance comp-r._y,
 
commodities purchased with loan funds shall be insurtz agt...
 
marine risk with a U. S. company.
 

FAA Section 604(e). Compliance with requirement that- fund: .' 
be used for procurement of any agricultural commodit; ' 
thereof outside the United States when the domestic :.-';,J ,
 
such commodity is less than parity.
 

Not Applicable.
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31. 	 FAA Section 611(a) (1). Information and conclusion on availability 
of engineering, financial, and other plans necessary to carry out 
the assistance and of a reasonably firm estimate of the cost of the 
assistance to the United States. 

Necessary substantive technical and financial planning for the 
project has been completed, and a reasonably firm estimate of
 
the cost of the project to the United States has been obtained.
 

32. 	 FAA Section 611(a) (2). Necessary legislative action required
 
within recipient country and basis for reasonable anticipation
 
such action will be completed in time to permit orderly
 
accomplishment of purposes of loan.
 

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

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

The project does not involve water or related land resource
 
construction. (See Section II Background of this Loan Paper.)
 

34. 	FAA Section 611(c) Compliance with requirement that contracts 

for construction be let on competitive basis to maximum extent
 
practicable.
 

The requirement that contracts for construction be let on
 
competitive basis will be complied with to the maximum extent 
practicable. 

35. 	 FAA Section 612(b) and 636(h). Appropriate steps that have been 
taken to assure that, to maximum extent possible, the country 
is contributing local currencies to meet the cost of contractual 
and other services and foreign currencies owned by the U.S. 
are utilized to meet the cost of contractual and other services. 
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The revised financial plan requires a Government of 
Bolivia contribution of local currency equivalent to 
$5.95 million. Foreign currencies owned by the U.S. 
will be used to the maximum extent possible. 

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

Not applicable. Bolivia is not a newly independent
 
country.
 

37. 	 FAA Section 620(a); App. Section 107(a) and (b). Compliance 
with prohibitions against assistance to Cuba and any country 
(a) which furnishes assistance to Cuba or failed to take
 
appropriate .steps by February 14, .1964, to prevent ships
 
or aircraft under its registry from carrying equipment,
 
materials, or supplies from or to Cuba; or (b) which sells,
 
furnishes, or permits any ships under its registry from
 
carrying items of primary strategic significance, or items 
of economic assistance.
 

No assistance will be furnished under this loan to the
 
present Government of Cuba, nor does Bolivia furnish 
assistance to the present Government of Cuba. Bolivia 
has taken appropriate steps to prevent ships or aircraft 
under 	its registry from engaging in any Cuba trade.
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38. 	FAA Section 620(b). If assistance to the government of a
 
country, existence of determination it is not controlled by
 
the international Communist movement.
 

The Secretary of State has determined that Bolivia is not
 
controlled by the International Communist Movement.
 

39. 	 FAA Section 620(c). If assistance to the government of a
 

country, existence of indebtedness to a U. S. citizen for
 
goods or services furnished or ordered where such citizen has
 

exhausted available legal remedies or where the debt is not
 

denied or contested by such government or the indebtedness
 

arises under an unconditional guaranty of payment given by
 

such government.
 
known to be
 

Bolivia is not/indebted to any U. S. citizen for goods or
 

services furnished or ordered, where such a citizen has
 
exhausted available remedies or where the debt is not
 
denied or contested by or the indebtedness arises under an
 
unconditional guaranty of payment given by Bolivia.
 

40. 	FAA Section 620(d). If assistance for any productive enter
prise which will compete with U. S. enterprise, existence of
 

agreement by the recipient country to prevent export to the
 

U. S. of more than 20% of the enterprise's annual production
 
during the life of the loan.
 

Loan funds will not finance construction or operation of any 
productive enterprise which will compete with United States 
enterprise. 

41. 	FAA Section 620(e)(1). If assistance to the government of a
 

country, extent to which it (including government agencies or
 

subdivisions) has after January 1, 1962, taken steps to
 

repudiate or nullify contracts or taken any action which has
 

the effect of nationalizing, expropriating, or otherwise
 

seizing ownership or control of property of U. S. citizens
 
or entities beneficially owned by them without taking appropri
ate steps to dischare its obligations.
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Neither the Government of Bolivia nor any governmental agency
 
or subdivision thereof has, on or after January 1, 1962,
 
nationalized, expropriated, or seized ownership or control of
 
property of any U. S. citizen or firm, taken 3teps to
 
repudiate or nullify contracts with such citizens or firms,'
 
or imposed or enforced discriminatory taxati3n or other
 
exactions or restrictive conditions, or takein other actions
 
having the effect of nationalizing, expropr.ating or otherwise
 
seizing ownership or control of property owned by U. S.
 
citizens or firms, as specified in this secbion of the Act,
 
without taking appropriate steps to discharge its obligations,
 
as specified in this section of the Act.
 

42. 	FAA Sertion 620(f); App. Section 109. Compliance with prohibitions
 
against assistauce to any Communist country.
 

Assistance provided by the loan will not be furnished to any
 
Communist country.
 

43. 	FAA Section 620(g). Compliance with prohibition against use
 
of assistance to compensate owners for expropriated or
 
nationalized property.
 

Assistance provided by this loan will not be used to compensate
 
for expropriated or nationalized property.
 

44. 	FAA Section 620(h). Compliance with regulations and procedures
 
adopted to insure against use of assistance in a manner which,
 
contrary to the best interests of the U. S., promotes or assists
 
the foreign aid projects or activities of the Communist-bloc
 
countries.
 

Assistance provided by this loan will not be used in a manner
 
which promotes or assists foreign aid projectc or activities
 
of the Communist-bloc countries.
 

45. 	FAA Section 620(i). Existence of determination that the country
 
is engaging in or preparing for aggressive military efforts.
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The President has not determined that Bolivia is engaging in
 
or preparing for aggressive military efforts directed against
 
the United States, or any country to which sales are made
 
under PL-480, nor is any basis for such determination known
 
to A.I.D.
 

46. 	FAA Section 620(i). Information on representation of the
 
country at any international conference when the representation
 
includes the planning of activities involving insurrection or
 
subversion against the U. S. or countries receiving U. S.
 
assistance.
 

There is no evidence of the Government of Bolivia's
 
representation at any international conference that included
 
the planning of activities involving insurrection or sub
version against the U. S. or countries receiving U. S.
 
assistance.
 

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

The project does not include the construction of productive
 
enterprise where aggregate value of assistance to be furnished
 
by the U. S. will exceed $100 million.
 

48. 	FAA Section 620(1). Consideration which has been given to
 
denying assistance to the government of a country which after
 
December 31, 1966, has failed to institute the investment
 
guaranty program for the specific risks of inconvertibility
 
and expropriation or confiscation.
 

Bolivia has instituted an investment guaranty program.
 

49. 	FAA Section 620(n); App. Section 107(b): App. Section 116.
 
Compliance with prohibitions against assistance to countries
 
which traffic or permit trafficking with North View-Nam.
 

No assistance will be furnished under this loan to the present
 
Government of North Viet-Namnor does Bolivia furnish assistance
 
to the present Government of North Viet-Nam. Bolivia has taken
 
appropriate steps to prevent ships or aircraft under its registr
 
from engaging in any North Viet-Nam trade.
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50. 	 FAA Section 620(o). If country has seized, or imposed any 
penalty or sanction against, any U. S. fishing vessel on 
account of its fishing activities in international waters, 
information on the consideration which has been given to 
excluding the country from assistance. 

Not 	 fpplicebe. 

51. 	 FAA Section 620(g). Existence of default under any Foreign 
Assistance Act loan to the country. 

The Government of Bolivia is not in default under any Foreign
 
Assistance Act loan to that country.
 

52. 	 FAA Section 621. Information and conclusion on how the loan in
 
providing technical assistance will utilize to the fullest
 
extent practicable goods and professional and other services
 
from private enterprise on a contract basis. If the
 
facilities of other Federal agencies will be utilized,
 
information and conclusion on whether they are particularly
 
suitable, are not competitive with private enterprise, and
 
can bemade available without undue interference with domestic
 
programs.
 

To the extent that this loan involves technical assistance,
 
goods and professional and other services from private enter
prise will be utilized.
 

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

Obligations of funds in excess of $25,000 for engineering fees
 
to any firms or group of firms financed under the loan will
 
be reported to the Committees on Appropriations of the Senate/
 
House.
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54. 	A-pp. Section 104. Jompliance with bar against funds to pay
 
pensions, etc., for military personnel.
 

Funds obligated by the loan, will not be used to pay pensions,
 

annuities, etc., as prohibited in this section.
 

55. 	 App. Section 106. If country attempts to create distinctions
 
because of their race or religion among Americans in granting
 

personal or commercial access or other rights otherwise
 
available to U. S. citizens generally, application which
 

will be made in negotiations of contrary principles as
 

expressed by Congress.
 

Boli\Ia does not discriminate because of their race or
 

religion among Americans in granting personal or commercial
 

access or other rights otherwise available to U. S. citizens
 
generally.
 

56. 	App. Section 111. Compliance with existing requirements for
 

security clearance of personnel.
 

U. S. personnel to serve under contracts for services financed
 

by the loan shall have security clearance, to the extent
 

required by A.I.D. regulations under this section.
 

57. 	 App. Section 112. Compliance with requirement for approval
 

of contractors and contract terms for capital projects.
 

Firms which provide engineering and procurement services
 

financed by the loan for the project, and the terms of their
 

contracts, shall be approved by A.I.D.
 

58. 	 App. Section 114. Compliance with bar against use of funds
 

to pay assessments, etc., of U. N. member.
 

Loan funds will not be used to make any payment to the U. N.
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59. 	APP. Section 15. Compliance with regulations on employment of
 

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

Will 	be complied with.
 

60. 	App. Section 401. Compliance with bar against use of funds for
 

publicity or propaganda purposes within U. S. not heretofore
 

authorized by Congress.
 

Loan funds will not be used for publicity or propaganda
 

purposes within the United States.
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BOLIVIA HIGHWAY PROJECTS 1 and 4 

ECONOMIC APPRAISAL OF POSSIBLE MODIFICATIONS OF THE PROJECTS 

To aid in the evaluation of the request of the Government of 
Bolivia for additional AID financing to carry out the construction 
of Highways 1 and 4, TAMS was asked to make cost estimates and 
further economic appraisals of the projects, to supplement and bring
 
up to date the feasibility studies made in 1963. Included in the
 
study is an examination of the cost and economic feasibility of con
struction of the entire projects as proposed by the Government of
 
Bolivia, taking into account any changes in the plans or timing of
 
the regional economic development that would be affected by the pro
jects. The present study also includes the appraisal of several
 
modifications of the projects that were suggested to reduce costs.
 

REGIONAL ECONOMIC DEVELOPMENT IN AREA OF INFLUENCE 

The principal objectives of the projects as conceived in the
 
feasibility reports were:
 

1. To reduce the currently excessive vehicle operating costs
 
by replacing the existing unsurfaced road from Cochabamba to
 
Villa Tunari by a shorter paved highway on a better alignment,
 

2. To open the virgin lands in the piedmont belt for settle
ment by colonists from the highlands, by means of penetration
 
roads from Villa Tunari to the Isiboro River and to Puerto 
Villarroel, and,
 

3. To provide a linkage of the highway system with the system 
of navigable rivers in the Beni, by means of ahighway connection 
to Puerto Villarroel. 

These objectives retain their validity at present, and in view of 
continued progress in the construction of Projects 3 and 7 from the 
Ichilo River to Guabira, and of current plans to construct Project 9, 
a linkage between Projects 1 and 3, a fourth objective assures in
creased importance: 

To serve as important segments in a new trunk route from
 
Cochabamba to the producing area north of Santa Cruz, with
 
the important advantages of greatly reduced distance and
 
superior alignment, resulting in substantial road-user
 
benefits.
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information was obtained from the Government of Bolivia in the
 
period from September 12 through 16, 1966, regarding recent progress
 

achieved on the development programs in the area of influence. Cer

tain information was also received from USAID relative to present
 

traffic on the Cwhabamba-Santa Cruz highway. The following comments
 

summarize our estimation of the extent to which the respective basic
 

premises taken in the 1963 feasibility reports, regarding costs,
 

benefits, and the programming of economic development in the Chaparo
 

region, are being fulfilled.
 

Construction Costs
 

The cost estimates must be increased substantially to keep pace
 

with a marked world-wide trend of rapidly increasing costs of -on

struction work. The cost of construction of the projects, which,
 

under the terms of the loan agreement must be undertaken by United 

States or U.S./Bolivian contractors, is also affected adversely by the 

large volume of construction work under contract in the U.S., and 

possibly in far eastern combat zones, which has resulted in a limited 

interest in working in Bolivia on the part of U.S. contractors. 

Traffic and Road-User Costs
 

Since consumer costs in Bolivia in the past three years have risen
 

at an annual rate of about 5 percent, the vehicle operating costs quoted
 

in the feasibility reports prepared in 1963 should be stated in terms
 

of 1966 dollars by inflating them at this assured rate over the inter

vening three-year period. The traffic between Cochabamba and Villa 

Tunari should be projected from 1963 to 1966 at the rate of 7 percent 

annually shown in the feasibility reports to represent the normal rate 

of traffic increase in Bolivia, although this rate is probably con

servatively low in view of reports of a current increasing rate of
 

growth of traffic nation-wide. The timing of traffic increases result

ing from development in the new colonization areas served by the highway 

should be changed to conform with slight adjustments in the scheduling 

of the colonization program in the Villa Tuneri-Isiboro River segment 

of Project 4 (see below). Part of the saving in road-user costs that 

would be associated with the diversion of traffic from Cochabamba-

Santa Cruz highway to the new route should be allocated as a return on 

the investment in Projects 1 and 4.
 

Colonization
 

In the Project 1 area, the colonization program is proceeding on a
 

schedule agreeing closely with the 2963 projections of the ultimate
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settlement of 2,500 families, on which the feasibility studies were
 
based. In anticipation of the early completion of Projects 1 and 4
 
based upon press reports and statements o' high officials of the
 
Bolivian Government, about 500 families will have settled by the end
 
of 1966 along trails and secondary roads constructed to connect with
 
the proposed highway from Villa Tuneri to Puerto Villarroel. About
 
1,500 additional families will be settled in this area with Govern
ment assistance financed by the Inter-American Development Bank, and
 
it is expected that spontaneous settlers will number at least the 500
 
remaining to complete the assumed 2,500 families.
 

In the area between Villa Tunari and the Isiboro River, where
 
the settlement of 1,900 families was assume, in the feasibility studies,
 
the colonization plans have been changed. Instead of granting plots of
 
land to individual families, the Government has made a number of exten
sive concessions of land to private enterprises and non-profit associa
tions. It is estimated that about 1,530 fazilies will be settled in
 
various colonization projects, and additional benefits will be obtained
 
from the approximately 8,800 hectares that will be devoted to agro
industrial uses by various private groups. No change is now foreseen
 

in the previous assumption that about 600 families would settle spon
taneously between about Km 90 and Km 150, u.on completion of the projects.
 
The magnitude of the benefits from such development is now projected to
 
be somewhat greater than the amounts estimated in the feasibility reports,
 
but the realization of such benefits is estimated to be deferred by
 
about three years relative to the schedule previously assumed.
 

The magnitude of the benefits from coloni2zation should also be
 
stated in terms of 1966 dollars, by inflating the 1963 figures at an
 
annual rate of 4 percent compounded over a 3-year period, to keep pace
 
with the approximately 4 percent annual increase in food prices that
 
has occurred in the past three years. Inasmuch as the highway is now
 
expected to be completed about three years later than previously assumed,
 

the timing of the benefits likewise will be displaced by three years.
 

SCOPE OF PROJECTS 1 and 4 AS PROPOSED BY TFE GOVERNMITT OF BOLIVIA
 

The Government of Bolivia has considered various possible modifi
cations in the projects, for the purposes of reducing their costs. Since
 
the Government considered that the realization of the full economic
 

benefits projected for the projects is a re7uisite to achieving the
 
desired regional development, it was decidei that no changes in the Iro
jects that would affect the economic benefits would be acceptable. The
 
projects as proposed by the Government acccr=irigly comprise the complete
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work described in the Contract Plans dated July 1966, as further
 

modified by the changes listed in the attachment to the TAMS letter
 

to the Minister of National Economy, dated September 5, 1966. These
 

changes leave the projects intact, and consist of minor modifications
 
of the design.
 

POSSIBLE MODIFICATION OF THE PROJECTS--ALTERNATIVES
 

Starting with the projects as proposed by the Government of
 

Bolivia (designated herein as Alternative I), each alternative was
 

analyzed to determine its cost and related benefits, expressing the
 
result in terms of the interest rate of return.
 

Alternative I
 

This alternative comprises the construction of the entire projects,
 
Cochabamba-Villa Tunari (paved) and Isiboro River-Villa Tunari-Puerto
 
Villarroal (gravel surface), in accordance with the Contract Plans dated
 

July 1966 and incorporating the modifications listed in the TAMS letter
 

to the Minister of National Economy dated September 5, 1966. The esti

mated construction cost of $41.6 million developed in an attachment to
 

the referenced letter takes into account the higher construction costs
 

resulting from the continuing price inflation in the United States and
 

from the lack of broad interest among various contractors to carry out
 

the work, which has resulted in the receipt of only one tender. The
 

estimated total cost of the projects is shown in Table 1, and the pro

jected timing of the expenditures is shown in Table 2.
 

Table 1 

ESTIMATED COST OF ALTERNATIVE I 

Estimated Construction Cost $41, 6 00,000 
Less Estimated Equipment Salvage Value 1,000,000
 
Estimated Net Construction Cost $40,600,000
 

Estimated Cost of Engineering Services 3,450)000
 
$44,050,000 

Contingencies 2,000,000
 
$46,050,000
 

Less Reduction of Contingency Allowance,
 
as suggested by Government of Bolivia 1,500,000
 

Estimated Total Cost of Projects $44,550,000
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Table 2 

SCHEDULE OF EXPENDITURES FOR ALTERNATIVE I 

Year Amount, Dollars
 

1966 1,050,000 
1967 10,500,000 
1968 7,500,000 
1959 7,500,000 
1970 7,500,000 
1971 7,500,000 
1972 3,000,000 

The economic benefits evaluated for the projects are comprised of
 
development and road-user benefits. Because completion of the project
 
is expected to be delayed until the beginning of 1972, the estimates as
 
adjusted for this study have been made for later years than shown in the
 
original feasibility reports. All values are expressed in 1966 dollars.
 

Since colonization in the Project 1 area is proceeding on schedule,
 
the schedule of the original estimates of the associated benefits has
 
not been changed. The benefits from linkage to navigation, however, will
 
be postponed three years from the schedule shown in the report because
 
of tne delay in constructing the highway.
 

For Project 4, the development benefits arising from colonization
 
have been reduced in proportion to the reduction in number of expected
 
settlers, from 2,500 to 2,130 families, and have been delayed for three
 
years. The feasibility report envisaged that each colonizing farmer would
 
utilize only one-third of his total property by the tenth year of develop
ment, and 42 percent by the twentieth year, and this projection is con
sidered to be valid at the present time. The variLus organizations that
 
are planning commercial farming west of Villa Tunari have projected very
high incomes as a result of the planned intensive use of the land. Never
theless, we believe that such an optimistic projection may be overstated,
 
and for the purposes of this study it is assumed that the commercial
 
farming of the 8,800 hectares allocated will produce incomes at twice the
 
rate per hectare expected from the total areas assigned to the colonizers.
 

For the up-dating of road-user benefits it was necessary to revise
 
the traffic projects. It is believed that traffic generated by coloni
zation in the Project 1 areas will develop on schedule, but that generated

by the port connection was assumed to be deferred for three years. It
 
was assumed that the volume of traffic on the existing road between
 
Cochabamba and Villa Tanari has continued to increase from 1963 to 1966
 
at the long-term rate of 7 percent per year. Revised projections of
 
normal and generated traffic growth were based on the adjusted current 
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volume. Although the type of agricultural development under way west
 
of Villa Tunari will probably produce a greater volume of traffic to 
and from the area than originally contemplated, it was conservatively

assumed that the development traffic shown in the report will be ex
parienced three years later than shown. These revised traffic esti
mates are given in Table 3.
 

With the planned construction of Project 9,which, with Projects 1
 
and 4, will complete a lowland road between Cochabamba and Santa Cruz,
 
much additional traffic will utilize the Projects 1 and 4 highways.
 
It is assumed that Project 9 will be completed in 1972. The area
 
through which Project 9 passes .is similar to that of Project 3, so that 
the traffic generated therein should be on the same order as, and should 
grow in a pattern similar to, the traffic estimated in the feasibility 
report for Project 3- It is assumed that one-half of such traffic
 
would move over Projects 1 and 4. In addition, it was conservatively 
estimated that half the development traffic projected for Projects 3
 
and 7 would utilize the highway of Projects 1 and 4 to move to and from 
Cochabamba and points west. Finally, of.the traffic now moving between
 
Cochabamba and the Santa Cruz area by way of the existing highway, it
 
was assumed that 100 vehicles per day would be directed to the shorter 
lowland route, although USAID/Bolivia has estimated that the divertable 
ADT probably is at least 147. It was also assumed that the divertable 
traffic would increase at the annual rate of 7 percent. Total projected 
average daily traffic, including also that arising from the new linkage 
to Santa Cruz through Project 9, is given in Table 3.
 

Table 3
 

PROJTECTED AVERAGE DAILY TRAFFIC
 

1966 1273 1980 L98 1990 

Without New Linkage to Santa Cruz via Project 9 
Cochabamba-Sacaba 430 1,080 1,490 2,060 2,880
 
Sacaba-Valla Tunari 
 85 440 600 820 1,160
 

With New Linkage to Santa Cruz via Project 9 

Cochabamba-Sacaba - 1,480 2,090 2,940 4,100 
Sacaba.Villa Tunari - 840 1,200 1,700 2,380 

An analysis of the revised design characteristics of Project 4
 
showed that vehicle operating costs are affected very slightly by the 
changes, inasmuch as the higher costs resulting from the steeper grades
 
are more than offset by the shorter length of the new alignment. Tus, 
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the original estimates of road-user benefits given in the Project 4 
feasibility study were corrected to 1966 dollars and then adjusted on 
the basis of the revised traffic projections. 

Once the new highway connection via the lowland route is completed,
 
there would be considerable savings in the operating costs of vehicles
 
diverted to the shorter route. Although Projects 1 and 4 represent 
far more than one-half the cost of construction of the entire lowland 
route between Cochabamba and Santa Cruz, they constitute only 52 per
cent d'the length, and have been credited with only one-half the bene
fits from diverted traffic. The new route would reduce by 138 kilo
meters the distance between Cochabamba and Guabira., which is conserva
tively assumed to be the average origin or destination of traffic 
originating or terminating along Projects 3 and 7 and near Santa Cruz. 
Likewise, the new route would save 468 kilometers between Cochabamba 
and the center of Project 9. 

Total estimated benefits from Projects 1 and 4 are given for 
selected years in Table 4, showing benefits both without and with the 
new highway linkage to Santa Cruz. 

Table 4 

ESTIMATED TOTAL ANNUAL TANGIBLE BENEFITS 
(Thousands of 1966 Dollars) 

1976 1981 1986 1 
Development and Port Benefits 
Project 1 3,070 4,200 5,800 7,420 
Project 4 950 1,930 2,540 3,790 

Road-User Benefits 

Without new linlage to Santa Cruz 4,100 5,600 7,700 10,900 
Additional with new linkage to
 

Santa Cruz 1,630 3,020 4,720 6,520
 

Totals
 

Without new linkage to Santa Cruz 8,120 11,730 16,040 22.,110
 
With new linkage to Santa Cruz 9,750 14,750 20,760 28y630
 

In evaluating the feasibility of Alternative I it was necessary to 
consider not only the expenditure for construction as shown in Table 2,
 
but also annual maintenance costs of the new highways and colonization 
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desribed the feasib'tlity report-.
fit:o thr,uh 1991. without the new ]inkare to .cIan,,n (rtz,C:ru an-i 
for tho -are pcriod, the internal rate (f return is ahout 1'.5 ereernt. 
If' the benefits from the li.nkare Santa Cr.-z are inc.,de, 

, :t,s in Baer" ,r an'a2 li,.

new to thr: 
"..ternal rate of return is about 14.5 percent. 

IIAlternative 

T'is alternative comprises the deletion of the bitiminous pavinr
bet,.veen Coc'iabamba and Villa Tunari, and a. :ecrease in the base ocur,e 
thick:ness from 15 to 7.5 centimeters. The reduction in construction 
cost is estimated as $2.4 million, and th, ;chedulin- of sucr za' 
-u..
.- olo". a pattern similar to the schedule of expendi tur.'..r :,:own
 

in Tablec 2.
 

The total annual costs associated ;'h the re-incorporat'on of
 
p a - part of the rroiect ineclue the construction con.t, prr

..n 
for the period from 1967 throu-h 1472., and 'h differen'e in 
ma.1inte:nnnct, cost of the paved and gravl.. _r o,,whir.. wA1i.l!d start 
:in :oz.leti n of the work in 1972 and e.teri,- throu-hout the life -_p 

- . ..'.h the increasing traffic procte.. over thc year -. e 
cost .fimaintenance of the gravel surface ,.youl:] excreed, an-! ,eree 

rap,*,._ore than, that of the paved surface. Thus, for the ec-,no...]

ri, aisa! o;:. the feasibility of re-incorporat.1nt the paving..
rs rart :f 
-..= ,prc.'ect, the difference in maintenance costs is ta!en a la benefit,
ran-in- from ,76..,000 in 1975 to ,$120,000 in 1)90. 

The principal benefit that would be lost by ..bTstitutnr.- a .ravel
 
.-'.:rf.rce for the proposed paved surface between Cochabamnba an.' V1ila 
.-. the corresponding in road-useranari. comprises difference conts for 
"pa-o" of vehicles. Operating on this se.,1rent of tof'h.i.:aycosts c 
-,'r 
me2itu~i trucks, which are considered to represent the avera-, for 

es usinc werel!v&,-'.' the road, comuted by suitably ad-ust n- the 
:-:nn'-. ,-reer4c tabulated in the fe e dibility report, and! ap-ly-t
a..t,.:al. .or.-itue.in-l .- sho..n in the Flan". Therade. Contract :,..-e 
• of one--z.ay trip for t-,e t'.wo principal se.r-Its of tUe .,,-1, 7r.-m 
,Iaba,... to Villa Tunari are sur.T.arizc- , in Table 5. 

Table 5 

A2"ThACG ....- c', CO.'T OF O..-;AY "
V1J OPE.TIIG 
P .~!EE1,OCi .!'... .'LN._:* TC2tARI 

Total1 .j15.1L '21.R
 

UMCIA!S IFIED
 

http:one--z.ay
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Bascd upon the difference in operating costs for the paverl and
 
.gillivel- surfacesanhetrafic tthb Tandecf(Tal&-3)r, o
 
of the paved surface would restore to the projects annual road-uzer
 
benefits in the amounts shown in Table 6.
 

Table 6
 

ANNUAL ROAD USER BENEFITS ASSOCIATED WITH
 
PAVED SURFACE
 

(Thousands of Dollars)
 

Benefits
 
Without New Linkage to With New Linkage to
 

Year Santa Cruz Santa Cruz
 

1975 l,170 2,180 
19C0 1,600 3,210
 
!P5 2,210 4,64n,
 
1590 3,100 6,450
 

The internal rate of return on the investment of $2.4 million in
 
paving the segment from Cochabamba to Villa Tunari is calculate. as
 
slightly more than 25 percent, if the traffic diverted from the exist
ing Cochabamba-Santa Cruz highway is e-:ludcd from the computations.
 
If the diverted traffic were include. the internal rate of return world 
be somewhat higher.
 

Alternative III
 

Under this alternative, it was r.u...ted that between Cochabamba 
and Villa Tunari the paving be deleted as in Alternative II, and that 
the width of the roadway platform in the mountainous segments te de
creased from 8.0 to 4.5 meters, to provide a single-lane roadway. 

The practical limit of traffic fcr w.hich such a road would be 
sutable would not exceed about 5 vehicles per hour, and the U.S.
 
Bureau of Public Roads 2 recommends that roadway platform ridths less 
than 20 feet be used only on local roads serving less than 25 .vehicles 
mer (lay. Inasmuch as average daily traffic on these segments is esti
mated (Table 3) to range from 41po to 84o in 1975 (three years after 

1 Bruce ,nd Clarkeson, Highway Design and Construction, 1950 

2 U3BR, T'ne Local Rural Road Problem, 1950
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oo~fl110hprjectin), with ralid. inc-r':en pro,JeLrt' rjr o.:

thear, -onntruction of a ni ngle-].anc rooa is not w-nvi rler,:J 

to hce tL.:hn c'aly '.rible. 

All ... e IV 

This alternative involves the elimination of the Villa T'inari 

!.b 'o River branch from Project ii, .hile Project 1 would romain.i 
, It i.,estimtated that the cost of thr proJect .!oul'. >,e refced 

ozy :,2.9 xr.i..ozi, ond the -chedulinv of this savings would. ... 'w a
under IA tern.t vo'.ait..rn similar to the schedule of expen,]itures -v 

n, ;hwn in T.ble P. An annual :mantenance cost of :4l,0f0 .oul. n!,o 

I",eeliinated.
 

Dc-.txiou of this penetration roal along the piedmont .:t of 
, A'.

Tunn"ri o: ..i oji.nate ' e ,evelopo,nt ,,.:'..previounly I'.: 

,,.., :rve froro, colonization and cortercial 'r..minr. Those bhnrf.trn, 
".'.- ".., .rn shoirr.n in Tabl, 7. 

T,..b 1c 7 

E.TI:T1n',), AflTUMAM D!IAT.OI-U1T nEJEFTTl 12'01.1
 
VIL. Tb tflI-IIBOROI RIVE~R PCI
 

(Thousando of Dollars)
 
Year B_nefit_ 
 •
 

1976 76C].9! i1,C'
 

ins6 2,030 

7,,vi rc-incorporatio. of the Villa Tunar.-Iciboro River '-,ranch a:7 

01.rt ,)rojects aould have, an entimated internal rate Of return 

AJ.r~tie V 

Under thiSr alternative, Proj ect 1 woule, extend from Vi1.a TtL,ni,
 
to a ioi,, :*1st cant of the Ivivigarnam- River, and. the pro:-oe. , cn
ttnuo.tion of the road an adU.tiona. 2L4 ki.lomectern northwrard to T.:erto
 

is erti,,at eC" t.eVil...,rroel would be eliminate!,'ro t..e project. It 


o"f,.e.o project,ould bereduced 1llon, and
Iy tfe
 
z !hf'J.n1 ',_," -avin-,ould a n.,tern ni'.i.lar to t,.e .fe: of tbi folo: 
iul- "f e.pon......tu,.'e for Alternative I shonn in Table 2c. ..v.1 

i-t, ccctn.ai.ntcnance would be reduoed by .22,0, 
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Th.., C'ele Uon of the teriua.l 24-kil vrtc:r se:ze-nt :oi. r-,ot
,.ffet t'io bencfit- from colonizat'ion aloe-" Projct ) ..inr the 

coloni.zolton nor planned in this area wo,A be served adequately b.' 
r! road tcri-6natin.r, east of the Ivivirarsana }ljvnr. The los.r of bene
-Pits i.oull bc limited to the amounts previou.-].- projected os accruing 
from lin!:ag of the highway system with the syster of navig..e rivers 
of the Dfni, by means of a highway connection to Puerto Villarroel. 
Compounding these amounts at 4 percent annually for 3 years, and 
;1cferring their scheduling by 3 years, gives the total annual, benefits 
1,,on in Table 8. 

Table 8 

ESTIMATED TOTAL ANNUAL BE7,F ITS FROM LINKAGE TO PORT 
(Thousands of Dollare)
 

Year Benefits 

I 76 1,701981 2,370 
19'6 3,100

1991 4;050
 

The internal rate of return on the investment of *1.15 million in
 
Thrnishiin.7 a highway connection to Puerto Villarroel is calculated to
 
r wel. i.n ,c;:ccs of 25 percent.
 

CO.ILU,,IOT ,
 

Mhe internal rates of return on the investment in the entire pro
jects, and on the investments required to re-incorporate in the prospects
 
th.e wor.t that would be eliminated by each of the alternatives, are
 
su;-mar1 ze. in Table 9. 

Table 0 

INTERNAL RATES OF RETURN ON PROPOSED PROJECTS
 
A'D O SELECTED COMPONENT PARTS ATNALYZED AS ALTERNATIVES
 

Internal Rates of Return 
Cost Without New Linkage With New Linkage

Alternative Millions of Dollars to Santa Cruz to Santa Cruz 

1 44-f55 12.5 1.
 
I n 2c. 25+ 25-


III One-way Road Not Technically Feasible.
 
IV 2.9 18.5
 
V 1.15 25+
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It is concluded that the projects as represented by Alternative I 
should not be modified by deleting from them any of the various 
components analyzed as Alternatives II through V, inasmuch as the 
investments involved in the work deleted under Alternatives II, IV and 
V have higher rates of return than the projects as a whole, and the 
use of a one-way road as proposed under Alternative III would not be 
technically feasible. 
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BEST AVAILABLE DOUUMENT D 9/96
 

I21ITIAED: OCPT i P 

r!AcTION ; 	: , UO"". R TI 4 DT.P6'Y7L U.S. CCORDII.mTOR, ALLIACZ ]YV )?AII.,T"7 

F.1OM: ':Philip IGcssne'r, 'Dcputy Assistant Adinistrator " 
Office of Capital Development 

SUBJECT: 	Bolivia Roads 1 and 4 

Problem: 	Only one bid (P49.7 million) on Roads 1 and 4 in BoliIoa ;raz zb
mittecd and this estimate is nearly 50 percent in excess c.-the 
a=ount (033million) provided in the loan. Two issues :e %re
sent;c,!: (a) whether AID should approve rebidding or ncgoZi.,,ion 
with the single bidder; (b) whether AID should provide a,,Jition-a1 
financing for the project. This memo suggests a procedwe for 
resolving both issues. 

Discussion: The basic facts are as follows:
 

1. Loan Agreement 511-L-021 was signed rith the Gover.nmnt of 
Bolivia in September 1964 to finance engineering services and 
construction of Bolivia Highways 1 and 4 in the amount of 
433.2 million. 

2. The financing was granted pursuant to feasibility studies 
completed by Tippetts-Abbett-McCarthy-Stratton in December 1963,
 
for Project 1, and in January 1964 for Project 4. In Juio 1965
 
the GOB contracted with T=MS to provide engineering ser-ices of
 
final design and supervision of construction for the project.
 
During the prosecution of the design work in January 1966., the
 
Advance Notice to Bidders and call for prequalification were
 
issued. Six construction companies or consortia were pre
qualified and the Invitation for Bids, including contract
 
documents and bidding plans, was issued on May 19, 1966.
 

3. At the request of several of the potential bidders, a pre
bidding conference was held on July 12, 1966, in the Bolivian 
Embassy in Washington. At this time, at the request of the 
bidders, several changes were mde in the specifications for 
the purpose of reducing the contingencies that,would be included 
in the bids. Only two bidders were represented at the conference; 
two other bidders had indicated they would not; attend and would 
not present a bid while the remaining two bidders had not stated 
their position. By July 20, 1966, the date set for opening the 
bids, only one bid had been received by the GOB from a consortium 
comprising J.A. Jones Construction Co., Emkay7, Wright Contracting 
Company and Bartos y Cia. Owing to legal dispositions in the 
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Republic of Bolivia, a single bid cannot be opened; accordingly 
the bid was returned iunoponed. 

i.Th GOD acted inzcdiately to authorize, by prcsidcn-, ... decee 
on july 22, 1966 direct negotiations limited to tic Jones cour'tiun. 
O.n the same day, at a meeting with the Minister of Nation,-2l Econo;ry, 
the Jones representatives informally presented the bid Which had 
boon rcturncd to thom. Its amount was 49.7 million. 

-. nsultants undertook a study to determine the basic 
rczons for the difference betwyeen the preliminary cost csti ate 
prepared in mid-1963 and the informal Jones bid. Analysis of the 
construction costs as listed in the Construction Review msazine 
published by the U.S. Department of Commerce for July 1966 
indicatcd that the construction cost index had increased 15.7 
percent in the past three years. Further analysis published in 
the ScptcLiber issue of Roads and Streets indicatcd thrft the bid 
prices of highway projects had increased 4.3 percent in the 
sscond qu.ter of 1966, on top of a 2.3 percent for the first
 
quarter of 1966. Construction costs in Bolivia likewise have 
been incrcasing five to six percent per year. Projecting this 
construction cost index forward for anothar three years, to the 
mid point of construction, indicates an iacrease of approximately 
32 percent. Analysis of the utilization of personnel and equipment 
for Projects 3 and 7 under the Hardeman contract indicates that 
the preliminary estimate may have been low by approximately eight 
percent in this respect. Moreover, it should be noted that on the 
last three construction projects.in Bolivia -- Roads 3 and 7, 
customs warehouse and Roads 1 and 4 -- a total of only five bids 
were received. Accordingly, given the relative lack of U.S. 
contractors willing to bid for construction work in Bolivia, we 
have assigned &n additional factor of five percent to the con
tractor's overhead, contingencies and profit. Totaling these 
three factors indicates that the construction cost has been 
increased by approximately 45 percent over the preliminary cost 
estimate made in 1963. 

6. Te have examined six possible scope of work alternatives in 
attempting to reduce the cost of the project. Each alternative 
was analyzed to determine its cost and related benefits express
ing the result in terms of the internal rate of return. Costs 
vere estimated by TAMS, the consultant to the Bolivian government 
in conjunction with our engineering staff. The two major alterna
tives are the following: 
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( 'Aai:) toi he ori-i esign geome.tries ana thWa.c-;'
 
zw:.:C :uc cho:2 ct 'i. 'ics *'f'± the opcr tional co:;t oz
vehlices.ia- aJ/opting 16 	desn- ci~aes for ths :'-; :
 

' a£cin z the constru ction10 cost and so;- e o0^ . o tr~ t :
continnCucies. The estimatod 	 ototml cost tois alte'zxt.-Uve IS
 
shown below:
 

~ I~UL~,U.MCALjOnCost
statcd constructio t$ 41,600,000


Less estimated equirment salvage value 1,000,000
 

Estimatod net construction cost 40, 6'0,oco
 
Estimited cost of engineering services . I, .50,Oo0
 

44,050, 000 
Continaencies 
 2,000,0C0
 

Estimated total cost of projects 46,050,000 

The internal rate of return on this alternative is esti.ted to be
 
122 percent. if the benefits fro the new lin:2.e to 0c:&,a Cruz
 
are included (ProJect 9) the internal rate of return rises to
 
about 14.5 percent. 

(b) 	 Tne othier alternative is the same as (0.) above e:copt 
.that all bituminous paving 	 frozI Cochabamba uto Villa Tu'v± .r-ould
 

be deletcd. This would still leave an all-purposa unp"-."cd road.
 
The internal rate of return 
vould be 11.2 rercent. The coat 
savine would amount to $2.4 million.. On the bthr hmvid, the 
rate of return on the Paving part of the project is 25 percent,
largely attributable to savings in maintenance costs. On baance 
ire would rccomend the first alternative; that is, including the 
paving in the project. 

7. We estimate, based upon preliminary discussions vith the Bolivian 
government and thezUSAID Mission, that a total financial plan 
could be arranged as follows: 

Estimated project cost 
 $ 46x050,000 
Amount available under present loan 33,200,000 
Additional ftmds required 12,850, 000 
GOB contribution 3,400,000 
PL 480,funds 1, 500,0CO
Ad itional doflar loan 8,050,000 
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8. This brings us to the qucstion as to hther the pro : t
 
ohoulJc bo rcbid based upon the above altcrno. ive or het . -e
 
should authorize negotiation and in the event we do so, .
 
ncgotiation in the first instance should be with the singl:
 
bidder, Jones. We recommend that the Bolivians be authorized to
 
negctlatc with the Jones consortium rather than rabid the job on Ao-.
 

the following grounds:
 

a. To rebid the job will take eight to ten months, crereas 
negotiation with the Jones consortium could probably start within 
two weeks from the date we authorize the Bolivians to com nce 
negotiations. Assmiing that it will take two weeks to negotiate 
a price and another two weeks to obtain authorization within the 
Agency of the additional required funding, the contractor vrould 
still be in a position to mobilize and commence work at the beginning 
of the dry season in April 1967. On the other hand, if we take 
the position that rebidding is necessary, the likelihood is that 
construction could not begin until April 1968. Hence, one entire
 
year would be lost. 

b. Te Embassy-USAID recommend negotiation on the grounds that 
the delay in construction has already become a highly volatile 
political issue in Bolivia. Further delay can only exacerbate 
this situation (see TAB A). 

c. There is no reason to believe that rebidding will lead to
 
more competition than occurred in the first instance. There is
 
a general unavailability of contractors because of the demands of
 
the war in Viet Nan. Moreover, the evidence is that Bolivia is 
not an attractive place for U.S. contractors. It is unlikely 
that this situation ill change in the next six months. 

d. Moreover, if anything, the situation is likely to change 
for the worse. As noted in paragraph 5 above, there is a continuing 
inflation in construction costs. Hence the cost of the project is 
likely to be even higher six to nine months from now. 

e. !r.s Zones consortium is the only group that can meet the 
above time requirements. The other consortium that came closest 
to subnitting a bid, Harbert, was unable to obtain a bond. In 
an informal conversation writh Mr. Heyman, Bolivia Desk, t7.ey 
indicated that they do not now think they will be able to meet 
the bidding requirements and further that they feel that negotiating 
with the Jones consortium is an acceptable procedure (see TAB B). 
We are on notice that the construction firm of Grove, Shepard, 
Wilson, Kruge will probably protest this procedure and claim 

UNCLASSeID 



MTCL Si.. 'D 

AMMIIEX 3, P,5-, F 

that they woould bc willing to submit a proposal. 1o...-.. 
Grove, Shcpard did not prequaliify nor have they bec a 'o l ivia.'o 

Thus it would probably take three to four months for thcM t: 

subrmit1 a realistic bid. 

f. The statutory requirement that we seek covmctit.on oi. 
construction contracts to the maxLmizn extent practiccb'.c h n 

been net. In keeping with AID's practice of using tW- Fe&cal 

Procurcment Regulations as a guideline in such sit"tions, ho 
question as to whether or not the Agency should insizt on 

rebidding the contract or approve procurement by negotiation 

has been the subject of a detailed formal review by Capital 

Development (see TAB C). This review resulted in specific
 

findings of fact and a recommendation that in light of the 

specific circumstances of this case AID should approve proc 

ment by negotiation with the Jones consortium.
 

Recommendation: That you approve the following: (1) In the first instance
 

the Bolivians negotiating with the single bidder, Jones. (2) Aszum

ing the negotiation comes out to be in the approximate area of the
 

estimate shown above, namely $46 million, we would propose to 

sek authorizttion for a loan in the amount of approximately 

-,08 million in accordance with the financial. p!an also shown 
Lit abovee 

,.,.. ,ti v * - , , 

ci4 

Concurrences: - ' 

KKohler/BlWatkins, LA/CDf Date 

AHeyman, LA/BC Date I." ' " 

:eRosa, DateIA/GC 

CGoldman, LA/GC _ --. Date I In 

KVernon, ENGR DAE 

Note: This procedure has been discussed and approved by DFPE.
 

Approved ," .JILevtnson:sa:LA/CD 


Disapproved 

Date OCT I1 I:, 

UNCLASSIFIED
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EST AVAILABLE DOCUMENT Ab, ANNEX 5, Page 1 of 3 

DRAFT LOAN AUTHORIZATION (AMENDED)
 

Provided from: Alliance for Progress Funds
 
BOLIVIA: Highways 1 and 4
 

Pursuant to the authority vested in the Deputy U. S. Coordinator,
 
Agency for International Development ("A.I.D."), by the Foreign
 
Assistance Act of 1961, as amended, and the delegations of authority
 
issued thereunder: I hereby amend the text of the Loan Authorization
 
of A.I.D. Loan No. 511-L-021, dated May 28, 1964, to read as follows:
 

"Pursuant to the authority vested in the Deputy U.S. Coordinator,
 
Agency for International Development ("A.I.D.") by the Foreign Assist
ance 	Act of 1961, as amended, and the delegations of authority issued
 
thereunder, I hereby authorize the establishment of a loan to the
 
Government of the Republic of Bolivia ("GOB") of not to exceed forty
 
two 	million seven hundred thousand dollars ($42,700,000) to assist in
 
financing the dollar and local currency costs (including final design
 
and 	supervisory engineering) of constructing two related highways in 
Bolivia, one approximately 206 kms., from Cochabamba to the Isiboro
 
River near Puerto-Patino, (paved approximately 183 kilometers from
 
Cochabamba to Villa Tuneri), and the second, all gravel, of approximately
 
93 	kma., from Villa Tunari to Puerto Villarroel, as well as the dollar
 
costs of the purchase of construction equipment, spare parts, related
 
materials and camps. The loan shall be subject to the following
 
terms and conditions:
 

01. 	Interest and Terms of Repayment
 

'(a) 	Borrower shall repay the loan to A.I.D. in United States
 
dollars within forty (40) years from the first disbursement
 
of tLe loan including a grace period of not to exceed ten
 
(10) 	years. 

(b) 	 Borrower shall pay to A.I D. on a disbursed balance on the 
first thirty three million two hundred thousand dollars 
($33,200,000) of the loan interest of three-quarters of one 
(3/4 of 1) percent per annum during the grace period and 
two (2)percent per annum thereafter. 
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"(c) 	Borrower shall pay to A.I.D. in U.S. dollars on the disbursed
 
balance of the loan in excess of thirty three million two
 
hundred thousand dollars ($33,200,000) interest of one (1)
 
percent per annum during the grace period and two and one
half (2) percent per annum thereafter.
 

"2. 	Other Terms and Conditions
 

"(a) 	Equipment. materials and services financed hereunder (except
 
for marine insurance) shall have their source and origin in
 
Bolivia or in the United States.
 

"(b) 	United States dollars utilized under the loan to finance
 
local currency costs shall be made available through Special
 
Letter of Credit procedures and, except for the purchase of
 
marine insurance, shall be used only for procurement in the
 
United States.
 

11(c) 	The supervising engineering and contracting firms shall be
 
approved by A.I.D.
 

0(d) Based on a study by U.S. experts of Bolivia's rural development
 
program and agencies, and prior to the first disbursement under
 
this loan except for engineering services, the Goveriment of
 
Bolivia wi.L. furnish a schedule plan satisfactory to A.I.D.
 
for: 

"(i) Strengthening programs and staffs, and integrating or 
better coordinating agencies responsible for GOB rural 
development and colonization programs; and 

0(ii) Colonization and rural development in the areas that
 
surround and are adjacent to projects 1 and 4.
 

"(e) 	The Government of Bolivia will accept the services of U.S. 
experts to-advise ard assist in completing the integration of 
road maintenance organizations and programs within the national 
roads service and in the development of an adequate nation-wide 
maintenance program. 
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u(f) The Government of Bolivia will accept the services of U.S.
 

experts to advise and assist in developing any necessary new
 
revenue sources and in consolidating the various present
 
revenue producing sources for highway maintenance.
 

"(g) 	Prior to disbursement of any funds under this loan, except
 

for engineering services, the Government of Bolivia will
 
furnish A.I.D. with a plan, including a specific schedule,
 
satisfactory to A.I.D., for carrying out the following:
 

"(i) Completing the program to integrate highway maintenance 
organizations and programs within the National Roads 
Service. 

"(ii) Developing an expanded maintenance program and 
allocating budget resources adequate for Bolivia's 
growing road system. 

"(iii) 	Establishing load limits and an enforcement system
 
for projects 1 and 4.
 

"(h) 	The amount of U.S. dollars to be used to finance the U.S.
 
dollar costs of purchasing construction equipment, spare
 
parts, related material and camps shall not exceed two million
 
two hundred thousand dollars ($2,200,000)."
 

Deputy 	U. S. Coordinator
 

Date
 

UNCLASSIFIED
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AGREM ,.,in fuartherance of. the Alliance for Progress. dated as of 

the 16th day W? September, 1964, -between the REFUM-IC 2T BOLIV A 

('"Borro.wr"), ond th-'.,he U'T S=TES OF A 4MIA, acting tbr,%gh 
the. AGENMCY FOR IOTERWLTIONA DWEELOPM4EN ("A.I.;D,-). 

: ARTMME. I 

The Loan! The Project 

JEC20 I. The A.I.D. agrees to lend Borrower pursuant toi.. Loan. 

the Foreign Assistance Act of -1961, as amended, up to thlirty-three million 
bye hundred thousand -United States ldollars ($33,200,000) or its equivalent 

in pesos bolianos for-the.doUia and:peso boliviano costs of goods and 

services required for the project as defined in Section 1.2 hereof, The 

agggregat- anwo~ut disbursed hereunder is hereinafter refer:ed to as 

11 _incipal", 

SECTfO 112. The Pro.ect. This loan is made to assist Borrower in 

car.-jino out a Droact'("Project") for the construction (including final 

design and nupx-.rsIory nagneering) of two major ralated tLhurys in 
Bolivia as follows:, 

(a) An all-weather two lane highway, approximately I0 kilo eters 

in length, begining at. Cochabamba end extendling ndrztheast,.mxd 

across the Cordillera Heal t Villa, Tnari and thence north

,. ~-*-west-ward to the Isiboro River near Puerto, Patliflo, approxi~mately 

1 183 kcilometers of which, from Cochabamiba: to Villa Tunari, sball 
A -.. . . # r 3
 

jlIN11 r. 
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(b) 	 An ol.L-weathe,. two lane gravel highmay approimately 8. 

kilomet-ers in length, beginntrn at Villa Ttemai, and 

e:xtendin. eaotuarc 1o the Ichilo River at Puaerto Villarel. 

(:'+Rigtmay 1")1 . The Project is more fully descr'.bed in Annex 

I hereto., 

L < 
*1 1*1 
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ARTIC-Li," IT 
rz'eex'est: Term__ of Thy. en',
 

SECTION 2.1. Interest. 'Borrower shall pay aemi-annuafly to AI..D. 

iii dollars, on the unr'epid PrinuLpel, and on unpa.id interest due, 
interest, uhich shall accrue from thedate of respective d-sbursements 

beretnder; the first such payment to be" due and payable ao later than 
six (6) months after the firist such disbursement, on a date to be 

slpc~ified by AI.D. intereat shall acdrue at a rate of three-quarzers' of 

one (3/4 of 1)percent per annum for ten.(10) years after the f rst such 

disbursement, and two (2) percent per 
an=tm thereafter, in both cases 

computed on the basi' of a 365-day year. Disbursements hereunder shall be 

denominated in do.lra and shall be deemed to occur (a)in the case of 

doll.ar costs on the resoective dates om which payments by AJ.D. are ,made to 

a banking institUtion pursuant .0 a commitment document referred to in 
Section 4.1 or (b)in the cas pso boiano cocta, on the respective 

dates on which Borrower or its designee rec.eives pesos bol.vlanos pursuant 

to Saction 4.2. 

SECMTrOI 2.2. Reptyment. Borrower shall repay the Principtl to A.I.D. 
in dollars over not to exceed-forty (40) years,.as follows. in swxty-one 

(61) equal -emi-annua." inatallments, the first installment' to be. due and
 

payable nine and one-allf (9 1/2) years alter the first ia'lerest payment is 

due,"
 

SECTION 2.3. Alication and Place of Payments. All payments shall be 

applied first to 'the paaent of any interest due, then to the repayment 

of the Principal. AlU payments 9hall be made to the Controller, United 

0o11F 
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-.taT .....A.<,,. ; ~.! to ?2:liwl.a.gid ohal. 

'when received by A.I D., at that address. 

he tdo hr.... been pavd 

SE1T*..N 2.4. .m.raraent. Borrower shall have the r.ht to prepay. 

without pena].Ly, cn timy date on which interest is duej all or any part 

of the Principal AnZ,- pr-.!paymeat shall be applIed first to the payment 

of any interest due. and then pro rata to the remaining installments of 

"Principale 

ISECMTO 2. 5 e.negobation of Terms. In the light of the 

undertaking of the Uttaed States of Americaj, Borrower and the other 

OiLnatories of the Act of bogota and the Charter of Punta del Este to 

forge an Alliance Vor Progress,, Borrower agrees that it 4ill negotiate 

with A.1.D. concerning the acceleration of payment of the Principal at any 

time"or from time to time as,A.D. may request;. provided,. ho-'mver, that no 

SA.I. 

such request under thi's sec-'ion6 haU be m.ade prior to nix (6) mortlchs before 

the date the first installmen tis paable under Section 2.2," BuTower end 

,D. :hall mutuality determine 'whethe'r such an accelerm-ion shall take 

place on 

(±) 

the basis of the following criteria: 

the ce.paci*y oft Borrower to service a more rapid 

liquidation of its obligations in the light of .he 

internal and external financial position of Bolivia, 

tkng into account debts oving to any agency )f 

the United States of America, or to any international 

organization of -which the United States of America is 

(ii) 

a member; 

the relative cap tal requirements of Borrower and of 

the other signatories of the Act of Bogota and the 

.. . 
......... 

, 
*:+......... 

Charter'of Punta del Este.'~, 

r. kW 
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ionditions Precedent 

SITMOM 3.1. Conditions ,Precedentto Initiel Tinuncin , Prior to the 

first disbursement or , Rorro.er shallissaunce of a olmitmet document, 

f'urnish n forn mid zubstsnce satisfactory to A.I.D.., 

(a! An opinion or opinions of the Miniater of Justice of Bolivia or 

of other coiunse! satisfactory to A.I.D.,,that t.hts Agreement has 

been duly authorized or ratified by, and executed and delivered 

on behalf of, Borrower and constitutes a valid and legally 

binding obligatiou of Borrower in accordance vith Its terns; 
(b ) Evidence of "he authority of the person or persons Who .,1L 

act as representative.. or. representatives of. Borrower in 

connection with the ptiioiof this Agre-aent pursuaat to 

Section 8.2, togethetjvith the authenticated upecimen utnature 

in duplicate of each such person cert.fted as To its authenticity
 

by duly constituted Bolivian authority; 

a',, Written rerporta containing the. maounts and reclpient3 of any 

co:,MissiCnO, fees, or payments or any kind which hare been made 

a: to be any person, ft.rn or corpcv.tion (theragreed .made to 

rfen ;regulapu -olmemation to officials and full1-ti ie offic2ers 
tn(A emnoloyrees of Borrower) for services -.n connectrof.rth 

prepar'ing or presenting the application which has resulted 

in the authorization of the loan by A.ID. or in cotection Vdtl 

negotiations incident to obtaining the loan (indicating twhether 

such. payr nts have been or are to be made on a cominent, f e basis); 

4.) I + • 

. 4 .. 
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.dI 	 Z-id1ene:e :. : rrserents for engineerltSn gervi-es for the Project, 

including itiml field surveys, borings, soil reconnaisance, 

preparation oft final designs and plans, sujnervision of con

struction (including certification of quantities and pay ents)., 

and assistonze in pjreparing the maintenence plan described in 

Section 3.2 Cd) hereof. 

SECTIO 3.2. Additional Conditions Precedent to Financing Other Than 

Ekgineering Ser-ices. Prior to the first disbursement or issuance of 

commitment docutments, other than' o finance engineering services, B:rrower" 

shall 	funish A.I.D in form and substance satisfactory to A.t.D.: 

(a) Evidence of arazigements for construction services for the Project; 

(b) Such additional plans specifications and schedules as A.IXD. may
'

request;
 

(c) 	 Evidence of arangements for the acquisition of real property rights, 

including easements and rights of way, required for the tL'ely 

completion of the. Project in accordance with schedules submaitted 

pursuant to subsection 3.2 (b); 

(d) 	 A detailed plan, i'ncluding specific time selledule, for 

(. 	 complet-.ng the integration of all Bolivicn highIny 

maintenwice organizations and programs within the 

Bolivian Nztional Roads Service; 

('i) 	 development of an expanded program for maintenance of 

high ays, roads, and related structures lin Bolivia 

(Includlng, but not limited to the Project highvays) ' 

including the orderly allocation of adequate budget 

resources for such purposes; and 

http:complet-.ng


.. h- load 1imits ad ,1 s norc'.ng 

such limits, for the Project hiehvays, 

(e) 	 Detailed schedules and plans (based on a study by U.S, experts 

of Bolivia's agriculture and rural development. for: 

(i) 	 Strengthening programs and staffs, and integrating or 

better coordinating agencies reponsible 'for GOB rural 

development and colonization programs; and 

(ii) Colonization and rural development in the -areas that 

suz'roujnd and are adjacent to road projects 1I i' 4 and T. 

SECTION 3.3. Terminal Date for Fulfil.lment of Conditions Precedent. 

Mccept as A.I.D. may otherwise agree, in writing, if the conditions specified 
bi Section 3.1 have not been satisfied by October 30, 11964 and the conditions 

specified by Section 3.2 havenot loen satisfied by Aprtl 30, 1965 A.I'.D. 

may,. 	at any time thereafter,4,Its.,option tArainate this Agree:nent by. giving: 

notice to Borrower. Uponsuchto, Borrower shall repay any 

unrepald Pr~ncip.l ,and shall.pay the lnterest thereon, and a-1l oblirations 

of the parties hareto,runder this Agreement shall cease. 

4.,, 

. 4 _~ 	 " .o.'.; . . . ,:, . ' :-. . : . . 
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Disbursement
 

SE(TION 4 .1, Disbursements for Project. Dollar Costs., To obtain 

disb'ursements for dollar costs of. the.Project, Borrower or its designee 

may from tine to 1Ie, end in accordance with dollar requirements for.the 

.Projecjrequest A.:Z D. to issue commitment documents to one or more 

United States banks designated by Borrower or its design.e and satisfactory 

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

made, through letters of credit or otherrise, to BoTower or any designee 

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

prescribe. P?iking charges incurred pursuant to this Section in 

connection v-th crnitment documents shall be for the account of Borrmer 

and may be financed hereunder ' . .wI-

BECTIO 14.2. DI sbursemei i";tfor Peso Boliviano Costs. To obtain 

disbursements for oeso, boliviazo,'xoet of the Project,, Borrower may from ttae 

tto tii ea, and in accord nce with. pesd boliviano requirements and e:Tpenditues 

for the RtoJnct, request AJ1 .D. to make available an amount of pesos bolivlianos 

.f.+or Ech such request shall be supported by such documenta ionthe Project. 


ac A..Do nay require. The provisions cf the Special Letter of Credit
 

imlementa-ion MWenoranduh, dbted Nxember 19, 1963, between tne Governient of
 

Bolivia, the Central Ziak of Bolivia, and A.I.D. shall apply to&'ecia.
 

Letters of Credit tAilized to make pesos boliviemos available for the purposes
 

of this loan Peso boliviano disbursements hereunder shal). be charged against
 

the loan at the rate set forth in Section 6.6. hereof.
 

SECTION 4.., Other Forms of Dtsbursenent, Mbursaments may alao be 

made tuough such other means as Borrower and A.I.D. may agree to in writing. 

J,;1, I 
L • i+ m' + .+ , 
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forCV~ Doci ypent for 

Disbur.sements. &bcept as A.I°D. may othertse agree in riting, no 

conaritment documents shall be isa3ued in responte to requests received 

a*ter recumber 31; 1968 and no disbursement shall be wde against documen

tation subritted -after Jtme 30, 1969. 

* w 
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Covenants Concerning Procurement 

,;.-!I; 5'., Rzocureent. Bquipment, materials aild nerrices
 

(except marine insurmice and ocean shipping) financed hereunder shall
 

have their source and origit in either the United SttateS of America or 

Boliv a. Ocean shipping financed hereunder shall be procured from a 

United Sta.tes flag carrier; marine insurance may be procured in accord

w.ce :.th Secticn 5: (c). .Ali 'her goods and services used in th'. 

Project but not financed hereunder shall have their source and orl.ein in 

Bolivia, or in cotries included, In Code 899 of the. A.I.D. Geogaphic 
oda Boo0 as in effect at the time such goods and servicee are procured. 

ollar Sevices.SEC'ION 5.2. Pr2 Goods and Drcept as 

providued i.n Section 5.4 (c), clit nnt documents i.Bsued pursuant to-


Section. 4.1 shall be 'used exclusively to procure goods ar4 services for
 

* the Project, icluding ocean.shipping,. in the United Sta".es of America 

(:ZProjeci. Lollar~u Good~s and Servicep"). Ocean sahippinxg',irocured .-,omi a 

United States flag carrier sli 11 be deemed to have beea oroc red in the 

United States. 

SECTION 5 F3l.easonable r ce. No more than reasonable prices shall 

be paid for Project Dol.ar' oods and Services ad such tems, (o-tier 

than professional sex-ices aha1l be.procured on a fair 'and comupeiti ve 

basis. Reasonable )rIces (except for profe:sional services). 'should normally 

approximat, the lowest competitive price f'or the goods or services procured, 

qualityp time and cost of delivery, ters of payment and other factors 

considered. 



-.. 1 

(ii 	 Project Dollar Goods shall be transported to Bolivia on 

caxriers of olivia or countries included in Code A') of 

the A.I.1- Geographic Code Book as In effect t: the zi:ne of 

procurement. 

(b 	 At least fitfy (50) percent of the gross tonnage of all 

Project Dol2ar Goods (computed separately for dxry bulk 

carrier; diy cargo liners and ta&ers) which ohall be
 

transported on ocean vessels shall be transported on privately

owned United States flag commercial vessels. No Project Iolar 

Goods may be transported on any ocean vessels .tich At L.D., in 

a notice to Borrower, has designated as ineLigible to cnarry 

Project Dollar Goods."
 

(c) 	Marine insurance of Project DolIar Goods may be financed under 

this Agreement provided such insurance is placed at the loweas 

available compeT tive rate In Bolivia or .na coun'r y included 

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

t-he 	 •..... placement.f 


If in connection irith the ,!_acement of marine ins'.1-mncs on shipments 

tinmiced under 'hi.tied States legislation autheriziLg asoistance to other 

nations, Borrower, by statute, decree, rule or regulaticn favors any 

marine insurance company of any country over any marine insurance company 

authorized to do business in any state of the United States of , 

Project Dollar Goods financed under this Agreement shall during the 

I 	 



Y *
 

*h'.tcri insured aad 

insuran he i.l1.ced itn the MAited ith a company 

u souca .na.ion be ' r'.zk, a uc'h 

sbai2b States of America 

or comanies authoi-r'zed to do marine insurance business in any state of 

the Unit;ad States of An-erica 

STE.1O1 5.5, -E5L'gibility Date. :ccept as A.I.D. m.y otherwise agree 

in no .. be financed in whoLe in,.oodo or vices may or part>I
 

I hereunder ,ich.aT to or f:.ly-. o... dtpursuant orders contracts placed 

I or enxtered 'into pA:or to "the effective date ofthis Agre:mento 

SEICITION 5.0, Znal A.siness Notifcation, in order, that United 

States smal business ahall have the oportuity to -ar4c, ate in furnishing 

project Dl.l.r Coods iand Services for the Project, Borro'er shall,, at such 

time as A.I.D. may opeci.1y prior to ordering or contracting Ibr any such 

goods or services estimated to cost more than the' equivalent of five 

thousand dollars ( 5,CCO), "ca=e to'be reeived by A.ID. such informtion 

concarn-nl such goods o- services as A°I.De may require. 

PT0' 5-7.' I, =ay 'e finfuc d u' fhole or inContrsac ,o.coIs 

I.-ruaunde.v "iich ., of contracts (a) for eng-Ine-ri.;,g., consultingiscr:,-Jo.-', 


S. ,...ooe.-V.ces A4I.Ds w;riting. the.r unless has a'cm'oved Ii terms 
oI .... ' 

..o,. .~ct, dand 'is .rt.). prn-vi.de. sucb se,-vices. (b) for'"he Ch~eh 

th ?ern,,mnce of services outside the United States by "Ai'ted srates 

citizens un2..es" A,.D- has approved in " ifting the empic-paent of such 

_exsons; c. unl'.'ess auch cont.racts conform to.Af,1.Dl, iegt.lations with 

,respect to eligible direct labor. 

....
 

http:to.Af,1.Dl
http:prn-vi.de
http:opeci.1y


.4 

Adit.:Lonal Covenants and Warranties 

SEC.T13if 6.1, Cond.-ft of the Project. 

(a, Porower shall caure the Project to be carried outc vi.th due 

diligance and efXfi(_iericy ini conf'ormity with soundI engfin1eering, cons~tructi.on 

and accouxting practices., Borrower. szall cause its rights tn relation Lo 

the R.aojcct to be exercied so as to protect the interests

j of Rorro-.:Pr wid A.IXD., to meet the requireraents and discharge the 

obligations of Borrower under this Agreement and to facilitate the success 

of the objectives of the Project. Borroter shall cause the ProJect to 

be carried out in conformity with any contracts, engineering, construction 

or procuremx nt arrangementa, or plansj specifications and schedules .':f c.y 

kind approved by A.I.D. and shall cause AI.D. concurrence to be obtained
 

prior to -mymaterial modification or cancellation thereof: 
.(b) Borrower shall obtain ith its om resources ral property rgts, 

including easementa and rTghts of -my, required for coimpletion of the Project 

.n accordance with the schedules submitted pursuant To Section 3.2 (b). 

Ii (c): Borrower shall pro-ide or cause to be provided any resources 

additionm- to this ican nssential to the timely co=mplet!on of the Project. 

SECTItON 6424 .Iintence, Borrower shall maintain highways and 

structures of' -he project in accordance Wth .sound road raintenance standards, 

and shall adhere to the plans and schedules submitted pu suant to subsection 

3u2 (d).. 

(b) in preparing and-carrying out the plans and schedules required 

by Section ',2 (d), Borrower shall consult with, and accept the assistance 

of expertr to be made available by the United States of America. 

Cc) Borrower shall also consult with and accept the asslstance of 

q4 
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?aoromli 

source 

r 

o 

-1.ve'3.o 

vrYe 

C2 6 -

' 

e,- sources of' revenue 

hil~hway and 

e3 

and 

acia 

con i:LatiW3U e.a s+in 

-Oe Z)Ll mm aupioj:,a es-ta-bl i~i etj,.s~~ * 

and pro.ects in ruxc. ant.i 

L.-r&ategrae, C'oordinate and strengthen t-he o,-.r.iattrn -xi ztl' 

of *("e'neles r t011Sb or -proram1s in aim-iculItural 4 .id uural *Ie-m-upmten'. 

colmnim~t-,.on 6xid p.ztz~activities wn.th pir' ority "'n~.ed t ra 

servic,-ed by vcad p7ooct&1 1,7 3~ 4 and 7. 

(b) Borrmie~r shall cc-asult w'lth and accept "be aestaxice of~ V,3 

e~certi deeloin an inplmentin aricu3.twral and ria'al develo ient 

pr'groas esteablisiied ,ursitant to Section 3:2 (el.0 

SECY:V~f (SA. Vitillzw.tioa of QOcds and Se -v:ces Al.I~~ n serrvtces 

% 

to 

mnaced under 

Oeti.on 

th:.z ag ne~ent under 'cozmiit-ment -daccin:.r iza-ued pu.suat 

orIo-Atwiz-,*so bolivianos -,ade waai iable- )..,%sant ti ioa 

.'. ch! av Vu.ot Tu.?~11171 ed through their a.se, for the 9; 4 %.t,the t'orel1.n.v 

,poovision -d-all aorl~ imcdl t'Uhe completion. oJ. t.he or' until such 

time~ ~ ~ ~ -01aste~ o~~z~ ets~l~ mloyed for the ?:o c.provrtded 

0 *.,,of' 

* 

* the., no smAcb goods shal.l be exported f'rom Bolivia withotxi -the yrior kproval 

A.,I.D 

SM-TMIOT 6 6 Non-ithzation1 , 

(a/ This agreement, and the amuount agreed to be len,. hereunder, hal 

be free fL,.owa and the i,--4nci-,aJ and interest shall be! paid -Athout deduction 



within Boilvia. 

b, T%.thle: aJ.. goods and services financpa hereundier for the Project, 

,Wheth-z' procured dix'ect-Ly by Bornower or by q~ny contractor, vl.th IBorrcwer, 

sha,3. be~ exempt 2-o wirr 'twms c',j._ges or fens on ovnre1'satp or usey and 

any otltex' twxes, invest:±ent or depoait requirecknt$ and cux'rericy controls. 

in Bollvla anid the rwoorytp acquis-ittoll, use or cbispositi.-Sn- of mny SlUCkm 

goods or sarvices sha.1L be exempt fromn aniy tarif'fs,. cy."toyns duties, import 

taxes. texii on pwo&h-ase or dihspottion, and a~ny tv: b-r axps or, sl:i laz 

chbarges or .sin JTlviav rEro~ shall. ItceAe eLsntrbution 

to the coatri or the Th-o}jeCt by the~ tmtoint oI.J7 any sucri charnzes, 

14 Tbe of' toxr1bale dollars 

and peon "cl-rianai.in s).2. t astlettons; vtirtnL v. t;*;-s Ag-.re~tnt sball 

be tit tVje rate~ povi din. tbe rrm~tstntbei of prmns ;oltviaios per dollar 

-fic,t~tire ;r any sizeh T~ Sto snot uala-wf(O. Dcltvia. 

sE4.1'nuixi 6.6 Ia of ~hui rAze between 

t tn 

sE~mt-i~ 6Q7 13tilizatjion o-fOMier Cuirren'cies. IBorrow-r agrees that 

pe3ofi boliviu-os. rada availtable to the Bcrrow. r In c~ect-elon vth~ other 

United ant - to iay bi Project.Gt,-acz mlv4 Uitii7zQe Tc sub

ject to !eaurtm:L ~r:eton prior..til-es for th.%lutt li atlii . of' sucio pesos 

as mqn~ nvov.~,-:~ .t Such are~*n.d. T'O' tjh. tton of
 

i~wh;L~va '. ' -md,kbot~~ao become wa bt for p1._-:.oses
 

.:'. *ili ol, ia, Ir. "' d arc-. 

m.'-e~~ n 



11t: (n._- Of suc2h Fiuids' shall niot o conlsidred . sburse-

SECT 7" 6. a-for.riat on. Appropriate arrxaagment; satisjoetor- to 

rA.D.sha.l be ,!de bv Boirover to publicize the loan as a program of 

A-arican a*';. in fu:heruce of the Alliance for Progress. Borrower shall 

ensure zh, the cla-se.d h-nds and Allance for .roPreo . vi- is -are 

2Conspmzoi.y posted at Project cbastruction site. 
,."U .. ,( . op en s S 

n%-otice of Ma-terial r~evelomn. .3nrroier represents and 

I 
warrsants that it has disclosed to A.X.D. all eircumstinc--s wilich ,may naerla1l1y 

effect the lroject or the discharge of its obilZations .nder this Jrenent and 
co\,enains thatl it wi.l inform .A.i.D. of any condftions Wi~ich Interfere, or vhich 

I it Ic reasonable to beeleve ill interfere -.0th any of t.- foreioing: 

SEzoa 6.10. gconiss'ton, Fees and Other PLe-nts. 

- (a) Borrower coven-nts thaV no eolmuissions, fees or- paWyents of ay 

kind in connection witIr preparingor presenting the application whicl has 
reaulted .,i tne ,tio Ization of the loan by AID., or "Un connection with nego

tiations in;-ident to obtaining the loans have been or iwl. be .made or agreed 

4 

to be made to any person., firm or 
to off!tcj;L; wnd fuL..1.,me offi 

corvoration other tbnn r!-gular compensation 
anrsad employees of Bo-:ower) or for bona fide 

Sprofe~i:-tnl. teonnci.l m othe.r cowprable ser'Aceso 

(b ro.iro;' covenam's 'hat all commissions; fees 'rpa[,ients determined 
by A,..D., to be tmnreascnable shall be, adjusted in a manner satisfac.ora to 
A..IoDo and that ever,, rec±_pdent of any such commission,. ;T'e or payment shall 

be Informed of tt s condition. 

(cBorroier zhall piromptly r'eport to A.T.D. 1.nor-tion of any conniasions 

fees or paynents menttoned and excluded forom the prohibitorn in subsection 6 .l0(a 
hereof, %hich have rde or agreed to be made after t, e period covered by 

~4.' 
, , 

.e 

.. .;, , . ., . . , -- ... o.. . :::T .: 



jo~ 17* 

*the~m~~ec~ 3 (c~~r~~C~i;~ 3 * ~t;rsiuc,- peyruents* 

have been or are to be tade on a contingent fee basis),
 

(d:) Enrroi.er oovennts that no payments have been or will be received 

by Borzo,,er or any off'Icial of.Borroier in connection w..th tbe establishment 

of arrgSrgement. for enGiniering and construction Gervices except such fees, 

taxes or similar payients duly established by law In Vollvia° 

jI ,.," 631. !aintenance oft Records: L-ispections, ?Reortz. 

(a) Borrower shall maintain or cause to be maintained, books and 

reco,'ds in accordance with sound accounting principles &%d practices Rde

quate to identify the disposition of funds disbursed plarsiant to this 

Agreement for the Project and of goods and services finan.ced by such 

funds; to show the nature and extent of solicitaticn of prospectiv sup

pliers and the basis of award of contracts or orders for the Project; 

and to indicate the progress of the Project. Such books and records 

shall be audited regularJly at such intervals as A.I.D. may specify 

by auditors acceptAble to A.I'D° and shall be main'talned and audited for 

*1 such period as A,.TS may require. A.I.D. shall have tht right at all 

-reasoma2bj.e tie:as to examine in Bolivla such books and rvzords and all 

other doxients and other records reliattng to the Projec, and tbls 

Igreemexi:: Borro.r shall promptly Cuanish to A..L. D, such financial and 

other reports and information relattig to the Projects t;t loan or trans

actions .pursuant thereto as A.X.D. may reasonably reques",., Borrower sball 

cooperate ith AeZD, to facilitate inspection of the Project and any road 

maintenance organization established or improved purnuana to Section 6,2. 

,II!,!~,,
"In 

http:Enrroi.er


SE.~-OT vents of Default: Acceleration. f any..one cr .aore of
 

the folli.ng evets ( -tns of lefault") sball occux.r
 

(a) Eorro-e'* shall Vi.al -to pay in full vren due aniy interest, in-

staUl.eu! of .rncipal or any other payment required undetr this or any 

other A raemnt be-reen Borrower or any Agency of Borrowzz-r and A4.4D.; 

(b) Borrower s 1aUfal to comply with any oth'er pDn,,sion contained 

herein; 

c! Any -epresentat-ion or warranty made by or on behalf of Forr-er 

with rixsp-cz to obtaining this loan or made or required to be :mde heart

und.r is tncorrect in any 7aterial respect; then, A.Lt.) at its option, 

may declare all or any part of the urepaid Principal to be due and 

payable, and upon any such declaration, unless, the default ts cured 

within sixty (60) days thereafter, such Principal and any credit fee 

accrued ttereon shall beconte due and payable as of the de..,; o ' such declaration. 

EL,,I.OT 72. Teor-ination of Disbursement : 'fanfer of Goods -o AI.X. 

-:n'the ,:velr't ',:hat at ,mly IMe: 

(a) An ,-vent of Dafauft has 'occurred; 

(b An #,vent or.cvre which A.*.D. determines zo *e :.n extraordinary 

situation hinich makes it !..probable that the Purnose. 'of 'hts loamn will 

be attained or that Borro,. r or Bank will be able to perfor its cblia

t"ons herounder; or 

(c) Any disbursement would be in violation of the law goveiming A.I.D.; or 

(d) A default shall have occurred under any other agreement between 

Borrower or any of its agencies and the United States of America or any 

of Its agencies; theu, AI.D., at its option, may (i) decline to issue 

http:EL,,I.OT
http:staUl.eu
http:folli.ng


_______ 

I 

ante o -' or ba-dpayments made other'evccab!c.Ie-terz of credit -bro-,oh 

brir.oc0,, .. .- : of .:dt g.. crroar and 

-m . L.n. it"ioBamk o-.o't; hre.: .. ..,."c mt.-.. de otre' than 

under coa-'on.i. ad (M oA: 1-rect i,tinent docD..,rte. 

title to oods : the Fro.ject under thi ,'ltt s bcI.arcid to a7.1 

trnrvsferred to A,,.j Ji ti.e goods are from, e soix-ce o',tside Bol1.-ia., 

in a deliverable staite ald beve not bp.en offloaded in Oorts of entry 

serving Bolivia. To the o:tent costs ,Ith the pur.that any c•aiec' 

chase and transportation o:? these go-ds have been nCra.cnd under this 

Agreeaen'", these auiounts iisa.L be d.educted from Pr..ncipe.. 4 

T 7 3 T,,% -BA -o i ne s a ,m.nSEt ,PV . - na ..D det er m " % .b 

is not supported by ralld docunenziation in accordance. the "teraof4nIa 

this Agreement, or ta not made or ,usedin accordwce w'it2 tie terns of 

this A~gree'ent or was a0 the time of disbursa.nent JI vi,,httl.oa or the 

lar govern.ing Ao.[Do; A.L.C1 at its option rmay, n , u.d",ng th 

availability or exeralse oZ any other remedy provided fcv' Uider thcs-

Agreement, require Borrotter to may to .AID. within .. 30; days attr 

receipt of a _-equ.t h:for. n amount not to wf(,,' .d -. e ._:oivnt of auch 

disburselent, provided ; -ht Luc l request by Adsj. h.: m-a 

than five (5) years L :-er'be date on wnc 2sb,-- . iAend v. :ln] 

its receipt by A, stch a,-iat "i.', "hc-tsch 3aal! be applied .o paymenz 

of any acerued inter.st and then prorata to the -er.n.'.nzv ns i;".",-nt 

of Principal.. 
.' ~~~~ of emul, o orer.'4 


SECI"ON T,4 . I.aivers of D ul' No delay in Le-ecioin. or oris

sion to exercise, anyr right, powery or remedy accruing "c-) A\,i . nder 

* . ______,_____________.______-

-w 77 e 
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'.T1 7.,5, pi of (Coltlectimo, All reiscnable cost-.s -Lncw'red 

1by A.:IY~D-h cxother ~ ~ of --ts sta'V.l" afl.r rui ED*:,1"t o:;* 

has occlix-red in comiect;.on the cocteion of"~ii due lnder this 

Agreemn-I. .rnz-ty bfy c ,tg~ 't~o rfloro'vr -wc reiriburs.-d a.3~ ..I . hall. pecify. 
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c~j~ .9 PCjcr~.- "r :t b~is Agj~r~eek ahrent tnt to ffc 

* 	 It ~U. acttc-11 r::qvdir el or -;errittted to b : n ca, twcen under 

tit.s rn oycr A.,: D,, izo,~ 1-~~~'~~ by tineI 

rem acive~ dul~y autiorized representativee. 

b N o17 	 shall ~~ aithcrit-,heMU-ite' ;Itionsl. Ecotiomy 	 to 

repxerje 1orzo-;r in accorclance At; th. abo.,v !ubsec1t.on and 

-hall bave the autihority to desimnate ozber :~r ~2a1vs 

All sucn represeritatives, unl.ee A.'-') D4 is given notic-s otherr~sej 

shall bave authority to agree on behalf of lbrrover to any 

rcdificatioa or aimlification of tiUj.S Agreemn .n'which does not 

imbstanIally incrsase Brrower' s obligatio'ns hretinder, ttntI.I 

r.~e~t b-of wrl~iteon notImce of' revocalo-Io by Borrower Of 

the alatuority of anyj of -L- represeuxtiv.m~s ma S~cc. pt the'~iiy 

a~urt' o-T :uch riresentr.itties on an~y iIs*i'.:; t a-onclusive 

e* t 1 P. a nn action efi'ectad by war.' 	 i ~Whct~d 

0 C~ommrur.cations e Any coimmulicalti-n orT d.ic:."2CQ gi.. 

mm-de or".3ent by EBotro...er or A..D, pursuant to tnia Agoin siiail lie tn 

xvitino "-nd slba32 be 6pem--d -to havre bumn duJLly gi ver., iuail! or zecnt r-o t.he 

party to whic& Jt is addressed en it shall b4 de~iver!.! 1-..y tiand or by *nl, 

tveltgramI, cable or rad4iogramn to such party at the .CcLL'r-n.ri- addr.ssB'sz 

http:ubsec1t.on


Mail ,ddx',.ss 	 MinisAereo de Eco.ofla Nacion8al 
Avenida Caaacho Es quiria Bueno 
La Pez, Bolivia 

14CU I1A, La liviadsble.s:Addxe 

TO A.I.D. JTwo copies) 

to vie.;.ii and C-able Address: 	 USA"D Mison 
United States Bmbss/ 
!a Paz. To!ivia 

of

Other addressees may be substitAted fo-r the above upon giving 

notice as prov.ded herein, 

submitted to A.:: ,D.he-reunder shallAll cortmunications and documents 

and all technical and er3neeri.ing sjeciritatIons therein Shal. 
be in Engli'.
A 

A.!.D, May otherwise agree
be in termon of United States standards, except as 

In ,trriting. 
owrand the United States ot' America, each 

acting through its repective dly authorized representativi., have caused 

.,ne n their names and delivered ae or" the day end
hitbe 

year fir t :zbove writi,en. 

T fD ~RP1UDZ ';F z*V IA 

!Sgd) If Eduardo Aranico Poz
M"xfste 

:"+ ",''' ; conomy 
Eduariro . YWZc.-'o" r 

I 


F AMEIrCcATIL.E UJITJTD .T?~ 

BY: (6igd,) John i. Eddison 
john C. Edd.a on, Acting Director 

USAID },[is. to Bolivia 
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* liALZD DESCFT-ON I)F F~j7.T 

Thrre lrvan mg~~iaixt coarr, roads described as 

?xvje.-at No, 2. 

Pr~jt ~ &0outi fromi the viCity of tned G.iii;,d k6iete-rs 
coloni,.:at- on ctnter ar '4".11a Tunari eastvrard to Ft;.ertcV1o ~ re on th.,e 

Icb~ii~'ir oil Wet itcj, -thFoc't~~t~oe ae 

bighxmy, Uin.-Irng -1e Qrxoare regioii wtth *3ochaba-mba azi --tip- Salnta r* 

highwa4% -The land iS relatively flat fro)nrVilla *Tunari {*-levettoan abo-It 
300 mueter~s above. sea levelJ) east..aA-dI t. Puerto 1iliarre! (-evaL-on 

bot20 -"~e) Soma 50 :'M lometers south of~ Puerto V llarroei; the 

Cordilera fl'.ial rises in a mnajor mow'ntain rarge r~~r~~hsOf over 
5C"cO maeters and tbw rcead ,throughOut mo6re tIhaa lialf- it 1en-h bee wotU'd 

locatac1 at, -the oot of? thiien ranget 

'Thf- IMhi-y -- -pe Tho: 'Roject I iould atart at !Its jinciAon uith 
Projeczt I4'immecialtely noc:t' of Villa Tunuxi ndwould 'tz:nd It-i an ewt;'.erly 
directionl across the C'hapare River and about ';- loon!tr aftereyond; 
crsigthe Ivivigarsama River the -route would tur'n nor1;liward and con
tinue somue 27 kilometoeato Puerto Vtitarroel. The jandc~ vex' the entire 
lenath of 'the route is flat and'heavily foretd -roaenits fxcellent 
prosveczs for agricultural development cand colonization. For about 
20 hiloymcters easti-rrd -Trom the ?i~jlla Tkmari ar.ea tler-wre agrictal

ttw~~.l e-Jomeft ,41ere colonizati on has, alread rccu:d Alon7 th-e rest 

of the ro'ute to Pup;-to Vliuarroel the road followsapr:~l the 
5-iieer~.c-clerLnG thh ts Jungle openedbby ineAre virtually 
noeteveJlo*,innt has tolken -n.Lace. r&.0.stz deve.op.A.'zt 'at i$ ~VillaroeL 
is Uittd Io a qm-;,J.l encsarnxueat o -the Boliwian Am.l'~ 

4eti-I or 2.0Ca3tec in the Depa t~eft of !'tj. .r-ia It connintc 

o -a prroood higvay abut :?6k-L.1mters longbea:n h ciTy, of -.,ocha
bO'r'~ a;aa -:he%cci trral pe't of -zhe thavare ?rovire. o~bte~uhr 

'Lraiu"i8J_ the aoecond LiCty I~~n ~c,oitr'.' -zc, ta.,, -trio :ald
* ofn ' an xo.2-..imy-bt .zeds-bu . kI b:-eters5 lrom 

L a.Z. 'o Oabira. ,Ccocha.bco.7ba and other cities serTved " ttle .Ltra ih 
v.y 1'rLe P". jjCip'1 ?was woi:sXco he~ Chapare,UiFeLn for allricultural 
and aiere souaxcez Of mamly 2or processed and manu,?ac-.ured goods for t'he 
0,hapare , Thus a good hiz~yCOnnect-Lon is of vital 1,::rortcance to fur iher 
ejgricultu-ai developmern in the rgo 
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wou2.o -pasL; throu-,ih or ynar -rThe tc zer-o.'5c:_.ta an~d rr1etd7 yI 
Ina thIl sc tent *th., a-Liimnme i&! fo.11lowis the xt'r 
P or-l.,ort, -of the exi i~CC,', 2 iiva p-racticA1±: tiic h%:i~ pMzt -f the 

7iiezer. TrOm tbe -)fi~ 4)e 'p:.-ci!Ot "; th'ntihe n~a 

t~oo..t1gm 5 A. ~,~o~diaely ~e -Asib atthl16'valey tintly the 
enat)ali'ha morthez.zTetn oothe ;or.dilitzra Fi~a. 7,,7 :7(i~ i'C 

-into thre va'iy01 ~t-SnxLiuradflvr ~.vrdimsra
to Ville Tunari (,'1 eva ~ tern j; 416,1e DI-n,~c~1ct
F niipaxT~&e 
regJIo 

The c.~e a:.gtient bDelween buIirre and 111ci ~:~,~~ 2 
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