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UNCLASSIFIED
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April 27, 1966

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT-  Jordarc Telsrsmmunicaticps System Imorovemant

Attached {or your roview are the rercmmendat icne fer
autherization of a lcan in ar ameunt not te exzeed $5, 300,000
to the Government ¢f Jurdan o asg:se othe Nvantipg of the
foreign exchange vnsts ¢t gocds and services reqlireq t- mprove
Jordan's telecommurizat iors system avcladirg 17 200 1inp
step-dy-sten dial cuntrsl cifize dinp cqilpment ( ex hacpa ~atle
netwerks, o 300 ~pannal SAPASty warmer razo link, openew:re
carrier equipment, telephcas 1nst romert s ang ergineering ad
managemert services 1ncluditg traiving progeams e manapgemert
services and plant and equipment cperaticns.

This loan rropesal will be schadeled ter ceonsideraticn
by the Development Lean Staff Committen 3t 4 m-=et1ng in the rearp
future,

Rache] ¢, Rogers
Assistant Secpetary
Deveiopmert Loa~ Tcemmitten

Attachments:
Summary and Recommendat ions
Project Aralysis
Annexos AU
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April 27, 1966
JORDAN

SUMMARY AND_ RiLCOMMENDATIONS

TLiCOMMUNICATIONS IMPROVEMENT

APPLICANT: The Government of *he Hashemite Kingdom of Jordan

AMOUNT: $6.3 million

LOAN: Two steps as follows:
A, GOJ - US5G
1. Marurity - 40 years includirg & 10 year grace pe-iod

2 Interest - 1% during the grace pe-iod ard 244 there-
after

3. In'eres' and principsl in US Dollars

B. Mof C - GOJ

1 Maru-i'y - 20 years incl.ding a 5 yea- grace perlod
2  Interes: - 545%

. Interenr und principal in Jordan Dinars

PURPGLe OF LUAN:

rocpieed b

v Uinance ‘he procarament. of goods and servi-es

mprove Tordants celecomn.nizutions systen

[

BAUGKGHULEL: oo bt wxies v ayatom g radequate eomenr present
derareds o an cnouwn by e Do o presertly clere gre ooen
LGt ient iong o telerbore service witon tannot be et
WIthoat rerencinge cre tapncity of the gyeten

PHOJCT Do UHIPTIONS  Tre propoond pooogent inbudes Plransirg Cor
VhoI7o i Pl ot epeby=tap dizl somtrol offiee 1ine equlp-
ment oS0 ererange cuble vertworis 1 g (00 Sharner capasd "
enrrior radio Link berweorn Apnar ard Jerasalem, 40 Opt=" Wd1re

'
H

carclior egulprenty L0 velepbone instraments, and ) Gngeireer -

Ing ol mwnapgenmen cervicog,
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9.

10,
11.
12,
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TOTAL COST OF ACTIVITY: $7.4 million
EX-IM BANK CLEARANCE: January 14, 1966

VIEWS OF THE COUNTRY TEAM: The country tesm strongly supports the
project and strongly urges favorable consideration of thias
proposed loan.

STATUTCRY CRITER[A: Met. See Annex D,

ISSUESt None

RECOMMENRATION: Authorization of a loan of not to exceed $6.3
million on the terms discussed in 3 above,

CAPITAL ASSISTANCE COMMITTEE;

Loan Officers: B. nyan NESA/CDF
A, Schwarzwalder USAID/J
Engineer: C. McNaron NESA/ENGR
Lawyer: R. Cummings NESA/GC
Desk Officer: J. Kean NESA/NE

Drafters: Schwarzwalder/McNaron/Ryan/Pehl
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Nomally,en appropriate additional shep to bhe analysis would be tc
apply several cther discount rates 60 the twe streams wntil +he rete was
found at which they were cqual. Thal rase would then bre vompared tn the
opportunity oot of capitol in Jordun.  Thic has nod been done due €0 the
lack - informabion on bhe cubjeos, Hoewercr, the "brcak even" 2 -cunh rase
would beoin Bhe order of magnibuce. o 18-70), which, according Soall infornae
titn prosontly arailable, s clearly greoater than the “prortunihy coash o of
capitals O opub Bhe mabber o cASher words, if bhis wore a coamersial uwndere

faking 1h coald e expectot b yiclt a return o 18-207,

we oandirect boenoiihe
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C. Financial Aspects

1. TIotal Projsct Cost. The total cost of the project 1s shown below:

($US 000)

Local Cost Foreign Lxchange Total

Land and Right of Way 112.0 - 112.0
Engineering Services - 590.0 590.0
Construgtion Contract 862.0 4,488.,0 5,350.0
Telephone Instruments 20.0 250.0 270.0

Managenen' Contract &
Claseroom Training &
tquipment 56.0 475.0 531.0

Contingencies 84.0 416.0 00.0
1,134.0 6,221.0 7.353

The total project costs Lave been increased Lo inelude final
engineering services, munugenent services and telephone ingtUranenbe With
rounding, the Lotal cootbs s now cotimated to be 27,04 i1l Tie pro=-
posed Lo would finanee all tie Porelpn crehamse oogte o0 1. HINENTIGR)

The GOJ witl andertace o Ulnane all the Toen]l oonte will

Lo obe ELoD wiiiion rowboat 18T 0 the 1o procecte AL e e
boworare, ooy Lo M RIS T A SO N {/;).t S el e
Dinurs o e o portion e ey
Benerates for T04G e U FY o L
April 4, lyte,

olcc e b gy Tunis o are

A Tl T nden syrree e ipned

oo Mindenyy o Corraniont bopge Finnotal g e

A nentiond carilop e 0oy PIT b no vt e sepurate
accounts for e vapio g peratione metndnge sl budanes sheet was not,
available . Howov T N TN CT TR oS B WheT W avadbable, vbe j(EA
concul tanty wope nbhie 1 deved g e et e e G oo Statenent f'op
the Loelooonmuniont o, Preho W

s tneluacid ae Aunex B, AL Choayete the PIT o precontly anointegral part of

I TR bor Lo oot conn i bten



-15 -

the Ministry of Communications, the financial analysis has been developed
on the basis of a two-step loan since AID intends ro include as a con-
dition precedent to disbursement the requirement that a flnuncinlly
autonomous entity be established. The terms proposed for Lhe first step
repuyment by the PTT Lo the GUJ are 20 yenrs including a five yen: grace
period at 54i. Annex B shows that “he PTT would be uble to support these
terms.

3, Government's Financial otiatus

a. Recent Trends in the t.conomy

The overadl inecreace in the level of economic activity
in Jordan during the pust decude bao been encouraging,  Gross National
Product (GNP) tms increnced af an anmid rate of more Lian O pereent,

The greatest contributing facton bo Jorinnes ceonunic dovelopment, bas been
tonrisn sinee 1958 Lhe wrnbe s ot forelen touriste arvivin: o Lo

1
country has inercuocd by about S48 pereent and Corcien vnelan: reveni
t

Frow tourios fonoby S pereont lnocwseriad cwt o nnaeploent,
wiiile gtill] crowing ctendily Trelpated wyrrie et boen
expnled o oo TETO T s nevviecs quadi bt v vr rave ine
erenced do ool oroan S N T SV
poreent cines e S ! oo i e e i
Bowerer popas oo o L O N SO S S U
Lopret 0 ol wese vevalreent o int e
b?ruv‘ulv ot oo Coorn et by rate off
growtn in tre menainn oot Lrencte oo o et

palt or frls decane. A rent Inocedlected intfra-
struectare Sacilitien 1y neconnodate toic e wt
Witk oocuborant Dal bl 0 00 00l L e T cmnan b bt Leee e e
tions tnellitive 1o enpecinloy oo

Do Gurrvent Poeind g oo Pro et

Gotwitieranding e Une enble prowtt trends Jordan
stAll requires externad prants U bt supp ot These bave deelined by
25 pereent In Lhe paect © Learr bt DD ooggtitate 40 percent of total
budget, recources. A e ontiuu g 1ol Gnooaer eXtracpedinary aeciotunce is
projected vdnder Lo houe ] noent oy i U the Government o Jornn (GOJ) us
well wo by oo Uooo mes DRy w e vihie e cupperty To aenleve thils and

R4

mudntaln octnble s Tntopo oot v e T

Wil require every offoee by
dJordnn Lo crpund mevenues even v e continuing to provide only for nodegt,
(5 percent) prowth in povernnent. services,  Paat trends show uoprowth, In
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domestic budget revenue of more than 10 percent annually. New taxes
have been imposed in recent years and the revenue collechion system hasg
been modernized and improved. Additionul sourzes of revenue are being
sought and efforts made to further expand receipts from existing taxes
to close the gap.

Government's Ability Lo Repuy

A recent study of the GOJ's debt service requirements

has been completed by the Mission., 1L lists requirements for the next
six years as follows:

($U.5.000)

1966 - 6,170
67 - 6,420
68 - 7,060
69 - 7,955
70 - 10,020
71 - 10,025

The study shows that debt service requirenents on all present commit-

ments will be grentest in 1971 ani tiat they will deeline sharply there-
aftor. By 1976, the Clron yoae 0 priaed Pepnyrentounter Che proposed
lonn, <ebt serviece will e ont oot s i iony Jordante Co LnocEchange

roldlnge bare boen tnop Gallyt o dnoreent venrn o aned ot Wt e renained

. .
R L R T L Lot S PR PR O B EEEN Y
Tormnintalinon oo Ui bol o b 1 npen oo At e Cnabie and
derclopeont I i e e e i aine chocnetor o e
rasent yoeny Lontineer progeesn Do tourion carndnges e il ly o conential

ard dooantielpnt b0 o0 rte t el e e gap e tico needod wrgd e
projected In Jorinnts develop et plane Touey plven 1) tie prospees tor
continued cooponie o Wy W e talely ool Oy vactunee porslon of
Lhee GUJ ol 2 e o nenol nnd nnt e e propneed Lonn ey, Pro=
Speeto off pepayraent nre s Uered penconnb e

tr

Ao dupmer o UL bepens oy Brdanec of Puyronto,

The propr oot aoling Lonn o Gl save o favoenb] e Prpiet upon the
UuSe economy ns all of toe preoeccde @, 000007 would be ueed o {nanco
goods and services of U,o, pource and orlpln. Tre loen] o fts of the pro-
Joet will bio covercd by e GU2 wits o cxocption  foap Ll oo, 000 of
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proceeds from the FY 1966 PL 4¢0 Title I Sales Agreement which would be
loaned under 10/ (g).

The UL, o been cngragred U0y e pact ndne yenrs In oproviding
assistance to maintuin the integrivy of Jordnn ne nn independent, countpy
whose political and ceoncaie bevo war cESPCIe Ly wesns st L ot et ot oy
programe Dactnge Chese yenrs cubetant il I {
strengthenine o '

1

Ty ne beao o e

v
I

!
Pivheal ity md T Tie vings Ui obaaneee £ 0 e g d s
!

:
viabiliry utiloreeently bl o0 0 s betinee tar been L o crant bnotg,
o large part, thle neslotanee bas taden Loe o Prol cnet prrant g,
Supporte Iulninl by, USATD Ul corivtanme ooq Ul v R Y FEE TR A

all buggret regourevs aval lable o cRpeniilure, AL present, Lo rar been
reduce.: L appreicately 000 AL (e o Ui, Lio vt 0t Jorianiun

SOOI L Ve Bope L v e 0 pr oL Ut v ) R P R R T
conla cventund by put J oraan o vinbd.e ot N R R LR SRR R TS
Lt b fn Ve bennet Uit s L e Umprsrnt s g e b oot -
ally ey T weesn il e e e R B R O S U o
O O T O S Y S B T AL L ST BT PE TR R T O R
T L L T VS PR I e R A S B STy LI PR PO P P R et
Teneentreatl o o bt g T s e e providin: peve o poent
R T R S I Pooveo o U el s iotanee L g vub:leet Lo
I L S TR L ORI TS ¥ TR R D progeets widen nrve under
reviow. wone Tovolve sonien o pronortion o Loenl e oot Ulnnnelnge, tHowever,
weeoare veed i b onnciniee the proportion o cur boan propravowe el will
be cpent o the procurenent of Uus, poods and serviees  Tre present pro=
poses dollar boun Lo entively Cor Uso. poods nnd cervices.
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5. Effe-t on Private Enterpriase.

As menticned above, o larpe percent of the loan proceeds will
be used to procure goods nnt services In the U.S.  In add:tion *o equip-
ment supply contrncts, Ul vthome will receive e following contracts:
g) final desipn o superyoslon o consteaetion, b)) omanngement advisory
services and o) pencrul conereoobign cont et

Conpe bl Conarr o ot Uovennnt g,

Borecwer cinio, Wlrnin tw vonrs Uron the date of Lhils Agree-
ment.,complete S cetab e nt Of 0 separate telephone und telegraph
entity, U'rev o oporite o e endent poverment, orpunization,

SECTION 111 iWPLIMELTAT Lo

The GUd el tirn o complete the fina) design work
Tequlred o e e e epatinted uocontract,  AlLL reviewnd e cone
TrHCU Rl vegLiied Sone g Which Luve been fAccepted by the Cirm and
thee GOV T v vea AU vne intiented s witlingneas to o yralide the
contract oas el imible ren ounder vhe lean. Tois will Speed oup Whe ime
plemertatyon 1o vga o,
The ol lowine Cimetabie 1s bused on oL hsumption that

Ponn wgrecnen wepotintiong will be conelwied rapldly.

l Q(‘»()

Slgnat re of Loun Apgreenent May

L

Complation of Firnl Lesigns and
Approval by ALl Saptamber
Cuil for iYga Q2 ~ber

30677
» . . [ AN
datralasion of Herommended Awnrd

or Covate ton Contrase oo AID Innanry
AlD approval ot Heoonmended Awnrd Febr inty
Firat Ulaburpenens oo Conaty g=tion Muy

Final Dishurgezent May
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Annex ¢

DRAFT CAPITAL ASSISTANCE T.OAN AUTHORTZATTON

A

Provided from Development Loan Mundyg

(Jbrdun: delecommunications System Dmprovement)

unt to the wnthority vosted in the Asslsvony Adninistrator

nerelnar’ter ealledq "AID") by the

Porelm Assistunce Act of 1901, Woaended, el o Jele rslon o authority
isgurd thereunder, T hereby cathorive ‘L‘h' colublicanent of o Yo pursuant
to urt I, Chanter IT, T1tle TII. the Develoyment Loan Muni, to the
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ment oneratlona,
lo Tatereny nni s oot Lonbe b dnterest oo e
Lown winle e o ORI e e e Jdoburced
balance o i ool une! DUl e Do i Ui centoer
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