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SUBJECT: Chile: Preinvestment and Feasibility Studies 

Attached for your review are the recomendations for 
authorization of a loan in an amount not to exceed $2,500,000 
to the Government of Chile to finance the dollar and escudo 
costs of preinvestment studies, feasibility studies, and related 
technical assistance necessary to assist Borrower in its program
of improving sector plaunming and maximdxing project identification. 

This loan proposal is scheduled for consideration by the 
Development Loan Staff Committee at a meeting on Monday, June 5, 
1967.
 

Rachel C. Rogers 
Assistant Secretary 
Development Loan Comittee 

Attachments: 
Summary and Recommendations 
Project Analysis 
ANNEXES I-IV 
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PPEINVESTNT AND FEAS1BfLITY STUDIES 

SUMMARY AND RECOMENDATIONS 

1. 	Amount and Purpose of Loan: Not to exceed $2,500, 000 to finance 
preinvestment and feasibility studies and technical assistance. 
The loan will strengthen the GOC's program to improve sector 
planning and maximize project identification, and thereby improve 
the 	over-all development planning and budgetary processes. At
 
least *_5million of the loan will be utilized to finance the 
dollar costs of U.S. services.
 

2. 	Total Cost and Duration of Program? It is intended that the pro­
posed loan will be disbursed over a three-year period. The
 
Government of Chile has agreed to budget $2 million or its escudo
 
equivalent over the next three years (1967-1969) to help establish
 
a total$65 million fund. At least $2. million of this fund will
 
be used to finance the dollar costs of U.S. services.
 

3. 	Background: On March 6, 1964, A.I.D. signed a $3 million loan 
agreement with the Government of Chile to finance preinvestment 
and feasibility studies. $2,250,000 was set aside for use in the 
public sector and $750,000 for the private sector. The Project 
Evaluation Office of the Bureau of the Budget (Ministry of Finance) 
has administered the public sector portion while CORFO has had 
responsibility for the private sector. 

Progress under the public sector portion has been quite satisfactory
 
during the past two years. Delays during the first year and a
 
quarter were due primarily to the facts that (1) the Project 
Xraluation Office did not receive official status or an adequate
 
staff until mid-1965, and (2) it took some time to establish a
 
satisfactory degree of coordination between the USAID and the new
 
project office, and to ensure that its emerging policies and
 
procedures were compatible with those of A.I.D.
 

As of March 31, 1967, $2,000,000 of the $2,250,000 public sector
 
portion had been obligated to USAID-approved studies. The Project
 
Evaluation Office is presently reviewing three applications which,
 
if approved, will absorb the remaining $250,000. The $2,000,000
 
obligated is comprised of 27 individual studies, 14 of these are
 
under contract and the remaining 13 are in the contract negotiation
 
stage.
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Disbursement at the end of March was $612,000 and the TJSAID believes
 
that 75% of the $2,250,000 public sector portion will be disbursed
 
by December 31, 1967 (See Annex I, Tables 1-3 for a cost breakdown
 
of the studies, status and disbursement projections).
 

Progress under the private sector nortion of the loan has not been 
satisfactory. Difficulties in this sector seem to be due to both 
a lack of effective demand and the inability to find an institution
 
capable of administering and promoting this fiund. In late 1966,
 
the USAID recommended deobligation of $400,000 of the $750,000 
for private sector portion. This deobligation was effected on 
February 6, 1967. 

4. Borrower: The Borrower will be the Government of Chile. The
 
Project Evaluation Office of the %:reau of the Budget will act as 
administrative agent as under the first loan. The Bureau of the 
Budget is under the Ministry of Finance. 

The Project Evaluation Office was established in June, 1964, with 
technical assistance made available under the Chile/California
 
Program. It did not achieve official status, however, until
 
June, 1965, when President Frei issued a policy memorandum which 
gave the Project Evaluation Office the following major responsi­
bilities: 

a) To lend assistance to GOC agencies and ministries to help them 
(1) establish adequate planning units and (2) identify projects
 
and prepare adequate scopes of work for r.equired preiavestment and
 
feasibility studies.
 

b) To provide financing for high priority pre-investment and
 
feasibility studies.
 

c) To assist the Bureau of the Budget to allocate budget funds
 
by evaluating the sector investment programs and projects submitted
 
annually by the various GOC agencies and ministries.
 

In an attempt to improve over-all planning capabilities, the Project
 
Evaluation Office is staffed on a rotation basis with staff members
 
transferred periodically to join newly established sectoral planning
 
units. Through this technique, the GOC is trying to ensure that
 
the policies and procedures established by the Project Evaluation 
Office are implemented on a country-wide basis. 
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5. Description of the Program: The proposed 4.5. million will finance 
a GOC effort to promote and develop sound pro.jects and investment 
programls. In addition to financing preinvestment and feasibility 
studies, the Loan will f:inance technical assistance in the following 
areas:
 

a) To help establish and organize regional and sectoral planning 
units.
 

b) To assist planning units in the identification of project and 
general study requirements and the preparation of acceptable 
applications for financing these studies. 

c) To assist sectoral planning units to execute preinvestment 
and feasibility studies with their own staffs. 

d) To execute management and reorganization studies on behalf 
of C Ltgoncies and mii istvies 

Similar to the administrative technique employed under the first 
loan, all requests by GOC agencies for studies and technical 
assistance will be screened and approved by the Project Evaloation 
Office before they are forwarded to the USAID. Under the proposed
 
loan, the USAID does not intend to approve studies under $50,000.
 
It will instead require notification that the study has been included
 
under the AID loan, and reserve the right to object to its inclusion
 
within two weeks after receipt of such notification. All AID-financed
 
contracts will still be approved byAIDas will all requests for 
technical assistance. The USAID will also be notified of all studies 
to be financed with GOC funds. 

The USAID believes that $1 million of the loan should be set aside 
to finance local costs given the uncertain timing of actual GOC 
budget transfers, and the fact that budget appropriaticns in any one 
year may fall short of actual cash needs. It is for these same 
reasons that the USAID recommends that AID finance 100% of the costs 
of approved studies instead of trying to split foreign exchange and 
local costs. Although a minimum of __2.O million of the prcposed 

$+5million fund will finance studies conducted by U.S. firms 
k.5 million of the proposed loan and a minimum $500,000 of the G0C
 
contribution), it is quite possible that the $2,0 million level will
 
be exceeded. This largely depends on the mix of studies since the
 
Project Evaluation Office has in the past negotieted with U.S. firms
 
exclusively when a specific capability did not exist among Chilean
 
firms.
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6. 	 Views of Country Team: The country team recommends authorization
 
of the subject lean.
 

7. 	 Export-Import Bank, IBRD and IDB Clearances: It is believed that 
Eximbank will not be interested in financing this project given 
the 	level of local cost financing. Formal clearances from all. three 
banks are being solicited now. The IRE requirement was waived for
 
this project.
 

8. 	 Statutory Criteria: All applicable statutory criteria has been met. 

9. 	 Reconmendations: Authorization cf a loan to the Government of Chile 
for an amuKt -,.t th) exceed.$2, 500,000,, subject to the following 
terms and c,nd,:tions: 

a. 	 Inter est and Rei aynent Terms 

The B3:.,,..r shall .Iepay the loan to AID in U.S. dollars within 
forty (140) years from the date of f:irst disbursement under the 
loan, including a grace period not to exceed ten (10) years. 
The Borrower shall pay to AID in U.S. dollars on the disbursed 
balance of the loan interest of' one (i) percent per annum 
during the ')eriod Iwo (2--)"graco and and one-half percent 
thercafer. 

b. 	 Other T,. ns and Conditions 

(i) 	 At least$,3U0,0)O of the loan will be utilized to 
procure U.S. ctnsuLti!Aig and engineering survices. 

(ii) 	 Equipment. materials and services (except marine 
insurance financed. unler the loan) shull have their 
org:n1 r and be procui'ed from the United States 
or Chile. Mline insurance financed under the loan 
shall be placed in the United States with a company 
authorized to do marine insurance in any state of 
the U. S. 

(iii) 	 U.S. dollars utilized under the loan to finance 
local currency costs shall be made available to the 
Borrower or its designee through SLC procedures and 
shall be used only for procurement in t:he U.S. 

(iv) 	 Sa oher terms and conditions as AID may deem 

Project Comiltee : 

Loan Officer : L.Yacger, USAID/Chile 
Progrn Officer: L. Horwitz, USAID/Chile 
Counsel : I.Levy 
Engineer : H. Feldt, USAID/Chile 

Draftina Officer :L.Yaeger
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Studies com.nteted 6 316,632.00 589,205
 

cturlies tinder contract 1 .95,700.00 1,202,q79 

Studies anproved v.ith 
contracts be.'ng neantiated 13 52q,089.00 2,459,855 
Stud. ns heln' consi.erel 
bl, Aln rro nnloval - ­

27 i,041,42]..ONf 4,251,929
 
(e957,678)
 

Of thp 33 contracts heina necaotiated, 8 are i.n the field of 
lour--:n , and urban levelonment andl, rnven tihe e(orree of past contractiny 
expt.rience for this testwlt4 (5 of the 111 stiiries a~lxeadl, contractedI 
are nn en'entatinn-imr), nro,lemns or ela.s are intic7pted. Of 

the remaninr i sti~l(ids,2 contractq have been approved by ATr an4 

silgnatures on .11.3 are imminent. 

roan disbursement at the enrl o' larch was annroximintelv 
t 600,000. quite sianif.icant]x., almost all of this disbursement has 
been efFected since June 1966. Tn other words, allowing one year 
From the start-ur of operations to normit the Project Ofrice to beqin 
promot.inp, anprovinp, and contractinrT ntuies, the dishursement rate 
has been nuite satisfactory., (MTOTT: As indicated above, actual 
start-un ir estimated at mid 19675) 'nce work on all 13 contracts 
now beinc negotiate- has been or wil] be initiated in the very near 
future, the 11'7ATD be]ves that about 75"; of t.e 2,000,000 nublic 
sector pertion now oblgated i dIi.sb irseO >" Pecember 31.. 1.67. 
This will ren ire about ,oon,000 'riaOd *tonl (lisblmursements between 
now and the end o-F the vnar. This figTlre conforms to the Project 
Office's Proiecetion which is nrincinal.1, liased] on an analIvf[ oF 

the Dayment schedules in all of the approved contracts. The Pro-ect 

Office Oisbursement schedule is presented in Tb]e 3 of Annex T. 

Thirteen or the 27 anproved stuidies are in the field of hoiisinr 

and urban d1evelonment. The cost of th(ose studies is the ecuivalent 
of about " 75P,000 or 18'.; nf thp tnta] Fllnd, o] igated to date. beI 

justi- :Icatien for this evel oF financ.inr in on area, an(! the 

USAIn's ree'mmcndations wi'th resnect to future financin' u)ndler the 

proposed nan, are rrosonte, in i Liter section r- thlis narr. 

Table 11 o" Annex T inlicates the total investment resultin, 

from those studies which have been com1letdr1. 

UT'CT,AgSlrTTn 
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it .* estimated that 5 o- th.e 27 stuiles mnroved have
 
resulted or will result in rroieet-, which renu.ire external
 
financin7. These S Proiects arr ,r 4ollows:
 

1. 	 Tri].e Qunerohosnhiate Plant - Povt 'POO00 - -hiz stud, was 
com-tean~ate~fl6~-n.. a -'? ant wfa- r000 ton Pnnual 
production canacitv is now under construction in Penco (Concepci6n). 
The 	plant has a total coot o' about ' I million and is beiny 
financed nrinipi.lv h - 'renrh private firm with some roPFn 
participation. Tt i Fceb.,Ile For comp].etion bv tovember 19,67 
and ,.,']] produce about 75,000 tons during its First onorational 
1year. 

2. 	 liar'ne Elevator - Cost 115,700 - This stu1T is almost comnleted. 
.t-in-v'oive-thcon-truc-t-on- oFacilities which wil. nermit the 
con';iuction or commerc'al .'-inr ves,:eJ.s of un to 1,500 tnns. 
The total cost of the nro c1t ,1'11 iT-rnximate , 2.5 ai.llion, 
mostli, in foreisn exchanvo. 

3. 	 Air .'ransnort Study - rozt ' PP,044 - This. (eneral study of the 

total ai.r !:ra=fic notent.l in Chile wiP' identif,, then litional 
enui.n-,ent reruiremcntsz of eCile's mrior airnrts,, as well as new 
airport needs.
 

4. 	 Tel.ecommunications, Stud" - ,93,0001 - This ntunl- comnlements 
Tn-T.W]r-oposrd.e noet ! ch w'11 Finance the constructlon of 
ma.in trun,:1 lines in outhern Ce1 ].. The ATn stu,, will project 
te.ecommunications "enu2.rerents over the next 20 '.ears and recommend 
investments to cnmniement and oypnn on the TrTI financed trunk 
lines. 

5. 	 T-fator Transport - rest 35,0r0r - The murnone o- this studv is to 
'(leTrm4;~~r~c tra f F,'r rerni Srpmentq hetveen 

Puerto 	 f-ontt and Puerto Arnen in southern rhic. The final 
. 

repnrt will recommendl the nurctase o s ecr' t,,ner oF vessels 

and 	 port eeniprent. 

9. 	 Private eector Portion
 

USATT ipmleriont,-ition ou:perj enc withi the priva-t e seortor oortion 
of the 1 im not '' IntS a.tmr dif*F*rch s heen r.Ir ]t .ipn thI!t II '­

in moving thi,- nrt 11on irt t i'1u i.10 to a lar]) of er-Fort.v n1-n Se rl2,,m 
for , twll en ir the flr.ivatr, ,;Crtor n(I the :nabl) I-I I.o "Ont ;Il1 

institution i0al) -muited fry, and n tcrinr' ni,! ,rorotlSne the fund. 
CORFtO 	 was selecter! an -!dmin4 trt1ve -cront: on., -irt-ror cnitinuerl 
negotiations .indicated that a rmrtu.. -/o-'". ment on a nrivatol3v 
controlled institutnn ;,'as Pot or4i.e. 

http:nrinipi.lv
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Tn p'i' 1,166, the Ijc'.ATn , to AT n that the fiind would 

have to he deobli!iate,1 due to non-',-..e,. r o'. Ra']igez requested 

that onv ' 400,000 he Aeobliaterl in the hone that continued promot[ion 

woul.d bear soome fruit. i'400,00n o4 the S 750,000 fund was Oeoblifated 

on Februarl, C, 1967.
 

As n-F the nd oF V;,rch 1967, 5 studries were underuy for a total 
cost of ahol)t 1.91,000 (!see Tab~e 2. Annex T). qome further progress 

is ,xnecte(I ;s a remil ,-,f an ntensif-!.' promotion nrorran and r'ORFO's 

attractive qul-'onr1jr' terms ({.e., no readlustment, 50 of cost borne 
')v C'ORFO . F stuv neoat.ve, etc.). A stntus review of the remainang 

5 350,000 fund will he marIe in June ]967. Rauil Sgez of CORFO requested 

the additional time in order to re-evaluate the private sector program,
 

and see if there vas any possibility to make changes which would
 

stimulate increased demand.
 

(IC[,I-IT. T
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ECTION IT
S.e, - 'OF RORP01Y 

The orrower will be the rqovernment of Chile. The Project 
Evaluation nffice oF the Puireau or the ',1idcr0t will act as 1 ministrative 
agent. The Bureau of the Piidcet ic nrt of the 1O.nistrv of Finance. 

The nroiect Evalunatinn Office was formel in January 1964 with 
technical assistance made available uniter the Chile/aliFornia Program.
It did not befin to operate eff-ctive!i,, however, until it received 
official status on Junp 11, 1905, by mcnns of a nresidential circular. 
This circular 1-st rlescribes the purpose of the "roiect r:valuation 
Office, its responsibilities and its p osition with-in Chile's overall 
Dlannin7 mechanism. !,inir-icnnt no-tions oF th circu].ar are quoted 
below!' 

"In order, to achieve effective develonment Dlanning as well as 
"adequate coordination with the budpetin7 nrocess, it Js necessary
"to identifv the plannin role(. of government agencies responsible 
"for 	individual sector development.
 

"Since public investment plavs a si.qnificant role in economic and 
"social development, adeouatelv defined procedures must he 
"established for the nrcDaration of nrojects and investment prosrams,
"with emphasis on a clear ecislon-makinr power and, *n particular, 
"on the execution 0 F reliable socio-economic feasibility studies as 
"a prerenuisite to the initiation of anir important Prorram or Project. 

"For this purpose I ap nleased to list the following instructions 
"which have been nrepareO lointlv bv the 'ationa]. Plannin, Office 
"(ODEPLAN) and the Bureau of the Pudget. 

"1. 	 Sector planning offices will be formed and delegated the
 
responsibilitv oF selectinr- anO pronosinf new pro;ects for
 
study in their respective sectors.
 

"2. 	 ODEPLAN, on the basiq of general nrioritir criteria and oF the 
programs included in the 'Tational. Development Plan, will decide 
which proiect study nroposals should be undertaken. 

"3. 	The sector planning offices (or where amnrnpriate a specific
 
government aenc,) will be resnonsible for the actual.
 
nrenaration of' the technical. stud1ies ;and the socio-econornic
 
annlvsis oF the proDoser nrojerts.
 

rIeT,AF-TrT1-n 
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Preferabl'r, these stud.es will be executed by the emn].ovees 

of the resnective government sector. However, if available 
human resources are not sufficient to complete the stui.es 

in the reouired ner..od of time, loca). or foreign consulting 

firms would be contracted to carry out the studies, the cost 
o-F which would be charged to Funds set aside for this purnose. 

"4. 	 The Pureau of the Pudet, throuih the Pro-ects Fvaluation 

Office will nrenare 7unielines to be adhered to for investment 

nrojects formuJated in the nul-] ic sector with repard to 
presentation, nature ancl disposition oF the back,round 
information to bh included, c~n:t estimates, investment schedules 
and, esneciall,, social and economic evaJuation criteria. 

This same office will. a:.nsst all '-nvernmont a-encies ane 
corr)ortions in the contractiny of technicians or consultants, 
and may also make its own economists available to the sector 
)I.ann.infr offices or c-overnmenit cor;)orations; to assist the,) in 

the executi n oF :nec.i-ic fasil),ilitv studies. 

"5. 	 The pre.:.mannrv t rolects Formulated in the ub)lic ector in 
accordance with the procedures dIescribed above, must be submitted 
to the nureau of the Puriet through the Proiect Evaluati.on Office 
for review, as a Lure-rennisito to its final aDpDoval and there­
fore, to the executon of t)te r icect in question and its 
inclusion in the OaPit-l ' udet of the corresponding orignatinp 
agency For initintion in a ri-en iear. 

If this rev.iew shouldO rive rise to a diFference of oninion 
between the Bureau of the Pudret and the sector planning office 
with regard to a riven nroject's nrioritv, OPEPLIN,will be 
consulted and, if necessar-, the P;res-ent of the Republic and 
the Ministerial Avisorv Board will render a final decision. 

'6. The procedures °descr.ibee in Darapraphs 4 and 5 above will. not be 
applied to nroiects which are the resnonsibilit, of CORF0." 

In line with the resnonsibilit.es established in the above
 
discussed circular, the Project Evaluation nffice has made significant
 
nrogress in promoting a rational Project planning and xecution
 
nro5gram. -he Proiect Fval.uation Office's activities Ouring the past
 
two yrears are hivh].;hted bT th, fo]lowing achievements: 

UH!CrLAn'MTEn 
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a. It has oreDared a guideline for all fiscal aencies and
 
ministries, which describes procedures for conductinrT studies 
and the scone of an investment study (See Annex II, Fxhibit .1 
for an Pnvlish translatinn o4 the guideline). 

b. It has marshalled data from all rovernment agencies and ministries
 
in order to prepare a preliminarv inventory of nrojects (see
 
Annex I, Tables 5 - 9).
 

c. 
It has assisted various GOC agencies and ministries to () establish 
sector planning units: (b) identify projects and prepare adequate 
scopes of work for required pro-investment and feasibility! stud.ics;
and (c) select consultants, execute contracts, supervise ongoin7 
studies and review partial. and final reports. 

With regard to the above, the nroiect Office has assisted in 
the establishment of sector planning offices in the Ministries of
 
Agriculture, Education and Housing. Representatives of the Project

Office and ODEPLAIT'are also members of these sector offices.
 
Actually, the Project Office is staffed on a rotation basis with
 
its employees transferred periodically to join newly established
 
sector planning units in GOC ministries or agencies. Through

this technioue, the COC is trvinu to ensure 
that the u)olici( ,
and procedures establishe, bv the Pro~nic (VrFir-o are i!'rqeIn;uenlte 
on a couintrv w rc h 'e. 

d. The Project Office finances Dre-investment and feasibility studies
 
which are based on well conceived plans and scopes of work, and
 
represent high prioritv project investment areas in conformity
 
with ODEPLAN criteria.
 

The financing referred to above has been nrovided through
government funds of about "1 (50,000 ancl the ' 2,250,000 rnrtion 
of AID's 1964 loan. 

e. 
The Project Office has conducteO reasibilitv studies for various
 
sectors with its own staff. 
Two such studies were performed

recently for EITAMI (nOC mining arencv). One was concerned with
 
the identification of a program to combine small and medium sized
 
copper mines with government capital in order to achieve greater

efficiency and cost -hnrv. 
 "hr: othr -,'nv,]vid the exopnn!.on oF 
a copper refiner,. 

UNCLASSIPInD
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EFCTION III- D£CPIPTTON OP DOnPOSED.r, PPOG"AM 

A. 	 Total cost and Ptirpose o- "rorram 

The total. cnst of this 3-ver orogramr to finance feasibilit,, 
studies ana aenerl studies in the nulblic sector, as well as 
technical asistance, will he about . 5 m!i'1 Son. In addition 
to the 6 3 million ATP loan, the rovernment o- Chile will. hurh et 
2 mill 'nn over the next three vears to Finance the Tropram 

(exclusive of' norna]. nmeratinr, costs such a- solaries). 

The total 5 mi'lion will -Finance Feasil-illtv and general
 
studies as under the f-irst loan. 
The technical assistance, also 
to be extendeO through the Project Office to G0C agencies and 
ministr;es, together with the studies, will strengthen sector 
plannin,, maximize project identification and imnrove the GOC's
 
overall hidcet.n process.
 

It is intended that technical assistance financed under the
 
proposed loan will include Nut not be lim-itea to the following:
 

S') 	To helr establish and )rf.anize regional. antd sector planning 
unlts. 

ii) To assiqt plannini units in the identificntion of- nrciect 
an4 	renera]. study renuirements, nirlthe prepration of 

,acceptable annl3icltion for financing thene studies. 

ii) 	 To enable sector nlanninr units to execute feasibility and
 
general. stud&es.
 

iv) 
 To assist GOC argencies and ministries in executing orpanizational
 
and 	administrative studies.
 

In addition to the above, the 1T1ATD requests that it be permitted
 
to set aside at some future date ur to .750,000of the loan to
 
finance private sector studies if and when it is determined that
 
this amount of fur.2s can be properly used bv an institution mutuallv
 
agreeable to the Office and A Tn, 
 It does not annear at the nresent
 
time, however, that additional funds for inanc.in' private sector
 
stuies are justified. In additlon to ATn's rpcent poor experience

with the nrivate sector nortinn of the first foasibilitv loan,- an 
...... -3 mil loan authpri-zed -on August- 12, 1!0, is aJ.Bo mo'v1g
slowly. This loan is being administered by CORFO and finances
 
studies for CORFO sponsored industrial projects as well as sub­
loans to the private sector.
 

http:inanc.in
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B. Justification 

1) Genera.
 

Tn the nast, deficiencies in the budgetinf, and nanning 
processes at al levels of government was a basic imnediment
 
to the imnrove'A use of nubi]c sector resources. There was 
a lack of coordination, organ..zat.iona] status, uniform 
procedures and criteria, trained personnel, and responsibilit 
for planning was Oisprse(l thr .!ugout the Public sector. 

One of the Frei Arministration's goals was the establishment 
of a central nl.annin7 bodl! whcre the basic policies, programs,
priorities ane truidelines coiild be estah.4shed and Wqhere
plans formulated b', the actin. agencies could be reviewed, 
coordinated and nss~cned hudget priority. For this nurpose
the 'ationa. Planning Effice (0D.PLAN) xas established .in
eariv ]965 an an Office of the Pre :dencv, and c-iven reson­
sibilitv -'or coordinnting secto-al. and nrorram n]anning with.in 
the public sector. 

To accomnl'ish its nlannin objectives, ODEPT,AI! has established 
planning 7roups with.in the ker sectoral agencies anO ministries 
including agricul.ture, i.ndurtrv, transportation, energyrv
hous.n, education and health. ,:ach sectoral p].ann~n unit 
is developing ;tr own nrolect nreparati.on Pndl evaluation 
capahillt, with the help of the Office. The effice provides
trained Personnel, and overa. ouidance, cr.ter.T'a and 
methodologv. 

Only when these sectoral. planning units begin to operate

eficientlv in the area of project develonment will the Chilean 
buOget svstem shl.-t to an emphasis on project 4usti.I.cati0on 
prior to Financing. For tbi reason, the I"fADT feels it
essential that MPT 
continue to supnort the Orficc'- activities 
tn develop the canpability of formul.atinf .sound nrojects and 
thereby strengthen thp overa.l planning nrocens,. 

UNC IASSI FIED
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ii) Demand for Studies
 

At the time of this writing, the USAID had received de­
taL led lists of new study proposals for calendar years
 
1967 and 1968. These lists include only the agricultural,
 
transportation,mining and housing sectors (See Tables
 
5 through 12 of Annex 1), and are not yet complete. For
 
example the agricultural list includes projects sponsored
 
by ECA and CORFO but does not yet take into account project
 
proposals still being reviewed by the sectoral planning
 
office -inthe Ministry of Agriculture (primarily drainage
 
and irrigation studies). Please note that the list for
 
the transportation sector includes studies which may not
 
be executed until 1969. In addition to completing the
 
lists of studies for the above-mentioned sectors, the
 
Project Evaluation Office is compiling new lists for the
 
education, mining and health sectors. Industry is the
 
sole responsibility of CORFO.
 

The 1967 program, although far from having been finalized,
 
calls for an investment of at least $1,500,000 to finance
 
studies in the agricultural, transportation and mining
 
sectors. The 1967 and 1968 programs combined will total
 
about $2, 991) 200 

UNCLASSIFIED
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SECTION IV - IMPLENTATION 

A. Administration of the$.2Million Program
 

It is intended that at least 42.0 million or 41 of the4.5 million program will finance U.9. technical services and that at

least$1.5.million of the proposed P5million loan will be utilized
 
for procurement in the United States. 
The USAID believes that

$1 million of the loan should be available to finance studies con­
ducted by Chilean firms in order to avoid funding problems which

could occur due to the actual timing of escudo transfers by the GOC
 to the Project Evaluation Office and/or a smaller budget appropriation

in any one year in relation to acceptable study requests. For the
 
same reasons, the USAID believes that it would not be advisable to
 
attempt to fund the dollar and local costs of individual studies from
 
A.I.D. and GOC funds, respectively.
 

The USAID has explored the possibility of increasing the
 percentage of the proposed program for financing U.S. services above

the 4% It is strongly believed, however, that in view of the

1) increasig number of Chilean firms engaged in consultant work

during the past 5-10 years; 2) degree of experience and competence

of the firms (oThen as a result of past and present relationshipswith

U.S. firms); and 3) the GOC's desire to promote the development of this
 group, it is not practical to insist on more than a 45/55 shartng of
thL fund. Nevertheless, it is quite possible that more than $500,000
of the GOC's $2,000,000 participation will finance U.S. services. TheProject Evaluation Office in the past has not favored Chilean firms on political grounds and has restricted studies to United States
and/or European firms when a specific capability did not exist in 
Chile. 

UNCLASSIFIED
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B. Approval of Studies and Technical Assistance
 

All approvals will be effected essentially in the same manner
 

as under the first loan. The procedure has been as follows:
 

i) All requests by GOC Agencies and Ministries to finance
 

studies are forwarded to -,he Projec' , Evaluation Office for approval. 

ii) The Project Evaluation Off:ice then submits a final 
detaildapplication tn ,uhe USAID. Each application contains 

:,tudy including descriptions of previousinformation on uhe proposed 

request is for iarded to the USAID's Engineering, Programing and Economic
 

studies 
social, 

comple ed, the proposed scope of work, a general economic, 

and fihancial justification, a list of possible consultants, 

etc. 

Office. 
iii) Tle request is reviewed initially by the USAID's Loan 

If ap )roved in principal by the Loan Office, a copy of the 

Offices for co'mients. If no response is r'eceived within five days from
 

these offices, concurrence is assumed and an implementation letter
 

At the same time, the USAID begins to
approving the study is issued. 


analyze the firms proposed for the study.
 

It should be noted that during this initial stage of
 

approval, the USAID does not review the proposed scope of work in
 

detail, but instead only assesses its suitability as a basis for
 
Approval during this
negotiation with a qualified consulting firm. 


stage is thercfore based principally on the economic justification
 

This initial USAID approval is normally
for the proposed study. 
The USAID
effected within two weeks after receipt of the request. 


believes that this approval "in principal" approach has been 

primarily responsible for satisfactory progress under the loan
 

First, it gives the GOC sponsoring agency a
during the past year. 

psychological boost because it knows that,a rapid reply is 

forthcoming
 

from AID. Se,ond, it permlts the GOC agency to work with the U.S. or
 

Ithas selected in the preparation of a detailed scopeChilean firm 

In many instances, the

of work without the intervention of AID. 
an extra official tuchnical assistanceconsulting fiLm actually serves 

role in that it helps the sponsoring agency to define its objective
 

In the final anaLysis, AID's work-load is reduced
 more completeLy. 

the final contractwhile its interests are fully protected dur-ng 

of work is reviewed in more depth.review stage when the scope 

UNCLASSIFIED
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iv) once the firms are qualified by AID, the sponsoring GOC 
agency selects L firm ard enters into contr'act negotiations. (To

simplify the con:tracting procedure, 
 the USAID has provided the Office
and all participating GOC agencies with a sample AID Lump Sum Feasibility
Study Contract). The regotiated draft contract is forwarded to the USAID

which initiates a detailed review of the scope of work (or in some instances

forwards it for AID/W review), and ensures that all. AID requirements are
 
met. 
AID appro-cal of Lhe contract, usually conditioned on certain

modifications, z forwarded to the Office and sponsoring agency by

implementation etter. 
Once the changes are made, the contracts are
 
signed and copi(s are forwarded to the USAID.
 

It is intei-ded that the proposed loan will be administered according

to the above formula with two exceptLons. They are: 

1. The USAID will approve all studies over $50,000, which are financed
under the loan. 
The USAID will not approve studies under $50,000 or

studies which are financed with GOC funds. 
 In the latter two instances, the

Project Evaluation Office will inform the USAID by letter that the project
will be included within the program and specify if the project is to be
financed by A.I.D. 
This letter will also include a description of the
 
study and a justification for including it within the program. 
The
 
USAID will be given two weeks from receipt of the letter to file an
 
objection to any study to be financed by A.I.D.
 

The USAID, based on its experience under the first loan, believes
that the Project Evaluation Office does have the capability to identify

high priority projects within the framework described in Section II, and
 
assess preliminary scopes of work for studies under $50,000. 
Eliminating

USAID approval of these studies will save considerable staff time and
 
paper work. All A.I.D.-financed contracts will still be approved by A.I.D.
 

2. As stipulated in M.O. 1442.2, A.I.D. will now be approving only
 
one consultant for each study.
 

C. Q neral Implementation
 

i) Disbursement
 

At least $1.5 million of the loan will be used for the procure­
ment of U.S. services and the Letter of Commitment procedure will be
 
used.
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Termaining $1.O ilo will be disbursed under the
 
Secial Letter. of Credit procedure. It is intended4 

4that the4 USAID4 and

'--4the Pr'oject Evaluation Office will prepare a disbursement schedule
 

4
eahquarter in order-'to permit the ectablishment of a revolving; fund. 
Sfrom-which direct payment4 can be effected to local contractors. 

ii) USAID Approval of' Contracts 

Under the first loan,' the USAID was able to count, on the 
legal services of a regional counsel for the approval of all situdy 
contra~cts. At present, there is no regional coun1sel-servicingChile. 
The USAID therefore proposes to approve all contracts sunder $100,000 

---and forward those exceeding $lOQOOO0 to a new regional office to be 
designated shortly., -.--­

--- For the past two years,; the USAID and the Project'v 
-~Evaluation Office have been making excellent use of a model Lhup-Sn, 

-­

$4 Feasibility Study Contract -which was prepared by the then regional
counsel,, Mr. Irwin Levy. Both! staffs have no~w had considerable, ~ 
experience in-imnplementitng AID contracting requirements - in? the past,­
the USAID, has performed-_a thorough review of each contract submitted, 
and prepared its comments for a final review! by legal!,counsel. B­
using this technique, the, USAID has been able to increase its 4capability 
to review contracts and now wishes to assume~responsibility~for approv­
ing all contracts under $100,000 without 4legaJ. clearance. ' 
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SECTION V - EFCT ON U.S. ECONOMY 

At least ft,million of the proposed loan will be utilizedfor direct procurement of U.S. services. 
The $1 million utilized
for local procurement will be disbursed under the Special Letter of
 
Credit proceduxe. Although there may be some time lag between

issuance of the credit and actual usage, there will be no net
 
adverse effect on the U.S. balance of payments.
 

There are no Program Loan or PL-480 resources availablewhich could be used to pick up the local cost portion of the proposed
loan for 1967. It is possible that Program Loan and PL-480 resources 
as well as funds generated through the A.I.D. two-step lendingprocedure will be available in future years. In this event, A.I.D.
will attempt to negotiate the substitution of a portion of these
 
resources for the local currency portion of the proposed loan. Thiswill of course depend largely on an assessment as to whether or notthese available funds could be used within a reasonable period
time for ongoing studies. In addition, it should be noted that 

of 

A.I.D.'s leverage to induce a decrease in the local currency portion
of the loan is weakened by the fact that the GOC has already agreed
to use $2 million of its own resources to finance the studies program. 
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Fruit Plants 20R,000
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To Date Status 
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Technical and economic 
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T--. 'tr. to delay study because of 
the lack of technical ins­

to construct o1.ntn eor th 
recunrat.on of conner ! truments. 

he arren~er 
Contract will 
to reflect this. 

rrodu!cts. 

13. cee Pan-s 
0 

tudv oF one or Pore recentn. 
Ft(ra!e, nr-cessins ane Ois-
tr:!>itior nlants rcr Dotato 
and foraqe seeds. 

F, fFnU050 o/P/F5 

Tr.,.T). Ttr. 

P/29/66 ;'arch 19E7 

r-

6,009 

22,000 

Fnil report on potato 

see, niant approved by 

I'Aementation Letter a117 
oc 2/277F7. Awaiting 
re-ort on seeO plants. 

I". =rrit Plants 
- - -a- ndustral-

Ization of arnle Production 

-0.000 V/R/E5 
TP. !,tr. 
P30 

9/?0/55 i C7 r 1~av50,20- All oartial reoorts sub­
-ittea and anorovee. 
Awriitic Final Penort. 

2n the countr, an,, of Fruit 
n-ouction in the Aconcapia 
Valiev. 

I5. Five Tair,, Panrs 
"echnical and economic 
fesai.bIt-7 of 5 Ti. 
plants. 

F- 79.700 12/20/65 
Imp. ,tr. 
-451 

June ]967 FSnal re.crt drafted and 
will be submitted after 
resolution nf nrphlems re 
cortractua2 'enilties 

appliee to the consultant. 

16. Slaughterhouses 
notimum location anA size 
of 8 regional slaughterhouses 

200,800 P/31/'5 Anrnl ±qF7 rtraft'contract apLroved 
b Tmn. T,tr. 2i06 of 
12/ /65. 

D 
w 

0 0 
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UNCLASSIFIED 
ANNEX I , Page 10 of 19 
Table 4, Page 1 of 1 

TOTAL INVE2TMENT M' COMP IJTED STUDIP. 

Total Investment
 

1. Tri!,le Sunernhosphate , 14,117,830.00 

2. Gra T1'ni1s 9,0159595,00 

3. Potito Warehouses 1,370,669.00 

4. Familv Budget 

5. Cit, o Puerto Montt - 'ousing. EO 41,587.988.00 (5 years) 

6. Cit, nf T]ca - Jiousin g 56,501,5140.00 (5 eirrz) 

7. Seel plants (Forage seee,;) 1,287,000.00 

UNCLASSIFIED)
 

http:1,287,000.00
http:56,501,5140.00
http:41,587.988.00
http:1,370,669.00
http:14,117,830.00


rJNCrLA 

ANNEX 

Table 

'STFIED 

1, Page 11 of 

5, Page 1 of I 

19 

SECTOR BPEAKT)OWN OF qTMTJIEr ORp. 1967 

AGRICUt, TURAL qECTOR 

ECA 

CORFO 

103,000 

229,200 332,200 

TPAN.q PTATTON SECTOR 

Airports 

Roads 

Port .orks 

37,200 

342,800 

132,700 512,700 

MINING ,PCTOR 

PNAMT 100,000 
Q(VAND TOTAL 

OpO 
'$944,900 

T.rLASST PT.ED 



UNCTASSTFITID 

ANNE I, Page 12 of 19 

Page 1 of 1 

,ttud.r Cost 

88,200 

7,400
 

7,400
 

103,000
 

8,000
 

10,500
 

10$500 

10,500
 

21.100 

11,600
 

42,200 

52,200
 

25,800
 

16,900 

$229,200 

Tahle 6, 

AG TCUTUPM, S TrC'
 

.ptimaterl Project Cost 


ECA
 

Refrfgerator - Valrnayaiso 13,200,000 

Refr[.erator - ,.anuihue (flsh) 540,000 

t'efrigerator - % lbucn (fish) 540,000 

lI ,?fpn,000 

CORFO 

Protin Mix.ing ' Packinp Plant 720,000 

Vegetable Dehv9lation Plant -

Vegetable Oil. Plant 

Carrnt Protein 'lant _ 

Meat Freezing Plant (Temuco F Chillm) 1,200,000 


Meat Cutting Centers For, .ant'ago, 
Valnaraiso and roncencion 

Milk Plant in Fitrono (120,000 
It/d-v) 

Fi'uit Paclin7 r(nterr For rxTnrt
(Santiago) 


Fruit Packir7 F ranni.ng Plant 
(Ovalle) 

Fruit Canning F nrvinp P.lant: 

(5Santiarpo) 

2,000,000 


2,200,000 

5,520,000 


1,200,no00 

q00,00 

EU13, 6k,000 

950,000 


70,000 


70.000 


.1,090,000 


12,500 


-

100,000 


250,000 


650,000 


483,000 


10,000 


224,000 

s1,99,50 

http:ranni.ng


TRANSPORTATION !ErTOR
 

Direcci n de Aeropuertos (MOP)
 

Tocopi la Airport 


Ovalle Airport 


Additions - rudahuel 

Dirccc:i6n de Vialidad (OP) 

Transvrsal Poads 

Direccifn de Obras Portuarias (MOP)
 

Expans:[on Port of San Antonio 


Alternative Port Expansion
 
in Central Zone 


Alternative Port Expansion in Zone
 
served by Antofagasta, Tocopilla,
 
Melillones and Taltal 


qSFTOR TOTAL 


!UNCLASSTrIrD 

UIfCLAS.qIFIED
 

ANNEX I, Page 13 of 19
 
Table 7, Page 1 of 1
 

Study Cost US
 

8,700
 

9,000
 

19,500 37,200 

342,800 342800
 

14,200
 

105,500
 

13,000 132,700
 

$ 512,700 



UNCLASSIFIED 

ANNEX I, Page 14 of 19 
Table 8, Page 1 of 1 

MTNING SECTOR 

PROJECT 

Stud'; o': the small £ medium size 
copner :ndustrv in Chile 100,000 

UNCLASSI FUE D
 



ArI'T X I, Page 15 of 19 
Table 9, Page 1 of 1 

TIM YFAP PROG7AM OF FITUPTES (1967 - 196P) 

ECA 

flORFO 

AGRICUITUPAL SFCTOR 

risS 

In3,000 

314,600 41T,600 

TRAIUqPORTATTOI,' PECTOR 

Direcci6n de Aeronuertos 84,300 

Direcci6n de Vialidad 2,312,600 

Pirecci6n de Obras Portuarias 176,700 

GRAND TOTAL 

2,573,600 

2,991,200 

/ - Transportation Sector breakdown includes 
projects which may not b studied until 
1969. 
The ECA program is for 1967 only. 

UNCLASSIFIED 



1967-1968 	PROGRAM - AGRICULTURE UNCLASSIFIED
 
ANNEX IpPage 16 of a9 

SECTOR AGROPECUARIO 	 TABLE 10 , Page 1 of 2 

A. 	Empresa de Comerco Agricola (1967 program only)T
 

2. ftrlgor de
 
VS1~wid" V mx3,0.0 950.000 . ( 25oc0 

qum* do U.mqut 
bo. 0.O 70. o.o 21.6. 

,. ftleete eqsue­
,oCelbinene 540.000 70.000 21.6W R.800
 

,14.28O. oo 1.090. o00 343,200 3O.6wO 
72,400) 

...Pir o ftCBrA. z,
 

1. 	 PlMnt Invwesdews y

J4,teladeo do A1lmoL­
to Petelo (Tal.u) 
 72.OW 12.5)0 o.uO 

2. 	 Plmt8 Dssdrtedora
 
do Iotallg 


50.000 
-3 	PIlMt 01 -SlMa- 50. 00 
4. 	 jPlat Uvwotoao 

4 50.000 

5. Tnl. 	do Omm1ul 

d* 	OWing (TOWAO. yChill") 
 1.2oo.ooo 100.oo 
 100.00 

6. OinUael dQ Crtdo 	Om 9w. Wto. 
V&lpo. I OWAep. 
 2.000.000 250.000 150.000
 

ttram do 120.000 it.
 
/ die. 
 2.200, 65o.ooo 200.000 

8.cntwalu Imb.1aJ. 
Pwuteg expsst..1&u(fov. staw. ) 5.520.000 V 	.cow 20O.coo 10.(,,0 

9. 	 Ctralu" &6s&aJ Prat,,
 
) ?OM .1moKAtaSue.1oo


(Ovaii.) 1.200."o 180-000 120. OW%ilpI 	1at Oinemr w~o&ru0. 224.Oo 80.0wo 



I 

UNCLASSIFTEDANNEX I, Page 17 %f 19 

TABLE 10, Page 2 c 2 

E.F, 

11 wstltuoldn Zqortael6
smlllan ForIaJeram (FAt 
do )Isweaio) 10.000.000 200.000 

12. Semllas do hofrtal~xas 
(Ent. do Meromdo) 

U Swlllae areftfloadoL 
pop" ( Rat. moeoad,) 

100.000 

2.000.000 

20.000 

100.000 

100.0.. 50.000 

16 

varietal genefloa
Eat . do Mereado) 

Se 11"lla do arras ,
Centre Almasziajo yProoena iento 

SWl11a de FreJolest 
Centra Almaoenajo. pro­
eeaednto y enveagdo=portac1&n 

3.i0o.ooo 

300.000 

300.000 

.70.000 

100.000 

200.000 

15.000 

15.000 

5.000 

10.000 

Sub-Total 29.440.000 2.889 .500 iL0 75.000 

R3 UMBN 

L.. 

1.- Rapraa de Coerel, 

2.- COJW'O Agi1!oola 

Ap'ieola 34J.200 

1.170.000 

p0.660 

65.000.­

1m.51 .20o 

(322,oo). 
95.6oo.­



1967-1969 PROGRAm - TRANsPORTAT.TINMM S 
A1MMhD I Page 18 of' 19 

SECTOR TRANSPORES TA13LE 11, 1 of' 2 

A.- D .INW a4do Aovopuz't POP 

ftpa*I (r) SIP. ) 
I. W Jeano ;muto do Iquique 10.000.000 ""
 

.1. *Aw Anspuavto do ToopllU 4.500.000 41.230
 

.3. MOVO AvWafg do Ovalle 5000m.000 41.5w0
 

4. Am Aour*Swo do eantro 2i.QO".V(0w 60. low 

Amt 9.000.000 

Aopu o4 Castro 5.LX0.Cu0 42.5W0 

.7. ~1ao~mm4. 

5.d 04.. twuoi 	 40.500 

Pu~~ma.125.000.0w09.0 

Sub-tota1 Ow.0'0.0T0 

~DMrolds do Vldad WOCd
 

Frolect I(t Z7 3
 

.1. 30 PWAmt.S500.0 10.500 

.2v IWmelrato do 4.000 
Ke. ( Smimm &LOe 
Quo debm aodlflear, aw-ve, Pon­
dlmt"m &Ua.) #5,L. 000. Vjo 1.355.000 

(asmu. do dom 6.o00X­
prosS 1.. aUs) 	 20(hOO.Ca" 80.0mo 

.4. Jmi~to r Itmtre" do 3.000
 
Km. 0.m.. tmvom~rag (wrie.­
4.4..s sabi.Mas ye per 110 p.-

W4 NO tota 6.000 YA. Law. oc.0CO
4. iXw.' 

.5. Tree Toom 0h1o-Awsumna 18.0wo." 75.000 

46. Ow.zA P. NMmtS.2mmt& 45.0m0.000 W6.504 

.7. Molds ma o..1dsta,, les. 
4. Oastn y Vaidivis 	 160.0.uo W.00 

S. 	 Njrmdsam. Mesltpills
 
us inmo*o. 22.5W0. co060
 

9. Combos Y.3*lVIG Pto. yNii 6.000.-(00 45.000 

-21 

http:160.0.uo
http:20(hOO.Ca


UNCLASSIiTED 
10AU! 	 I~, f 1 19it. of 

.o m ina i t 	 MZo Eo- F. E)
Qestepods 	 5-0w00o 117.500k 

?anmWrIsua N p880.0w.c0o200oo 

sub-	 to"t . W 2310 ,o 

'Cs, eeildn do 0br' Ptntttas Mop 

PMsY..t. I ( 	E') L. 

.1. 	 mass& l. epsd&"1 anu
Amtaal00 m'soisida del rm.

I*@& TwistS .
 15.Ceo.oo 67.500 

2. 	 Pow% do Ariemi ?lmtek a*­
0M~U~a do ambavqua. do nine­isles "I =mly* PWAo. 7.50.ooo 48.750 

.3. 	 Pm.UI"ddos partuarims eai sa
 
cestMIs ( fu-zatoro, Valparaiso
Sem. 	 Antemlo) 50.C'00.000 5W00o 

*~Pmta s oes08 y fbIWilqM 5W0.000 31-M5 
5. Am11asian t*. Chaeabweo 10.000.0w0 55.000 

6. 	 Cmtrage1& do urn eogua ams­
11 0 PwOlaWMAo~ del actual

(Ita. Arm"s) 15.000.000 67.5Wo
 

7 AltewmtIva do wtpaasld per­
tumIas I&am& ervids por
 

wge y Taltal. 	
-- 61.500 

sub-total 98.000.000wO~0 

x(175,700) x2x I v 

1 (3").LI. (S.) 

iala 	 ftro*ei&u do Aewepuers 74..50c) 000 396.230.­

2.Di'soejn de, Vial1dad 1.181.5m0.000 O6850 

.. Dirseei&t do (Awaa Povtuiarie 98.000.0ow 

TOTfAL 1-354-.o0o 12-ng( .. 

http:15.Ceo.oo


AID-C /P-568 
AI.N<X TT, Page 1 of 9 
TxhihIt I., Page I of 9 

May 	29, 1967
 

PUBIUhT(' SEC'TORP I VITEHT rTU1Trq 

I. 	Formu'ation of Tnvestment vr-niects
 

The obiect o this o)aPer is to establish standards for all
 
those nroiects which w'l involve construction work or require
 
the n ,'chase of goods.
 

The Drincinal purnoses o' stuciin, orojects are as
 
follo"I •
 

a) 	T, provide inForrat,.on to tose who must make an investment 
(i Is.on, whether =nr the cnntractinF of nre-.investment 
s-rudles or lo- the ,xecution of the nro-ect itself. 

b) 	To ensure thp sijcces oE the orolect through overall Dlannina 
in a]l of its aqtnects - n.h,'ical, administrative, economic 
and Social. 

The basic as')ect to he cons.idered in the formulation o= 
nroiets are listed in the Form oF nuest-on! in the attached annex. 

The development of an investment nroect is implemented 
in vaious phases. Thpse nhase are as Follows: 

1) 	Taentification - project identification is normally effected 
,itthe mnisterial level baser' on -,tudies inspired by the 
"inistrv to imnlement its overall nolicv. The information 
:ieeded to ta]e decisinns at thi;s level, refers, in its 
*uantitative asnect, more to the marmnitude of the problem and 
"o the extent o- the honed or rolution than to .etails of 
-he 	 proiect It advisable not to basetelF. -is prolect
•olection deciionz on mere qualitative inFormation. 

ii) asic Penort - Once i nroioct has been sel.ected, basic data 
-n the s-.ne.Fc Droert muwt Ie analyzerd and comoil.ed hv 
!eanq oF rreimrnnart, "!thoug h studies shouj.,!Altu'1"c. these 
)e as complete a- nns:sible it 4- not al solute>i necessar,, at
'ras levl that tlhy, jnFrvimtion !!von 1.1c completely accurate, 

'ior that all. clletiolr- are answoroO, a.- ]on( aF the limit­
,tiow of the informn-Lton ;r(e iovintod nut. 

IN'CT,A2" I T PP 

http:comoil.ed
http:s-.ne.Fc
http:inForrat,.on
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~;) ;< %-'Th?eS;P.O0. will he responsihle for~-preparing allbasi "71 
rpeports using -L the" sector.J~betnfntonh...thi 
T by~rvel ~et E a uation ,0ffzice-,~hese reports will, be the 
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BASIe "OINTF T!VAT "UrT Fr A'SWEP ,n W.J!h PP.F.AP.ING A PPrJECT 

'he followinp noints are a)npJicab.e to all investment 

projects. The emphasis on various noints will differ depending 
upon the type oF projcct. 

].. 	What needs are gen'ng te I o fu.fi].Jed b, the subject project? 

a) 	 'or whom does it hove snecil gniFicance - individuals 
,nterprises, reT.non, mvernment, econem" as a whole? 

b) ,re there abnormal expenses, abnormal losses, health
 
.roblems, etc., which will he resolved by the project?
 

c) "hat are the basic causes no existing nrob.lems -

Sr; anization. administrat.on, technical., financial?
 

d) 	1low has priority been assined to this oroiect - what
 

criteria was uiied? Are there existing studies?
 

2. 	Describe the basic aspects oF the project. 

a) nrganization 

i) Which ag.encv Is in charge of deve.oninc the project? 

[i) Which agency will be in charge of ensuring proner 
administration oF the nrniect once onerations be5.in? 

";ii) Are the resDonsibi].ities n- the a(encv clearly defined? 

iv) Does it have adepuate legal authoritv? 

v) Are its resnonsibij..t.es being comnpi., with to date? 

vi) What failures or' problems of the oxistinF organization 
will be increasucc with the addition of the project if 
new measures are not adonted. Tf needed, what measures 
should he adonted? 

UT,CLASFI prln 
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b) Administration 

i) Who will be resnonsible for direction of the project? 

ii) Are administrative responsibilities quite clear? 

iii) t,'ill the Piroctor of the Agency have adequate executive 
authority, btidvet, personnel? 

iv) fow is the Tnhrector namred? 

v) Is he resnonsible to a Sub-eecretarv, Minister or 
Board of Dirpctor ? 

c) Technical Considerations 

i) '!hat is the 1ustiF.cntion for the pro-ect's size? 

ii) 	 Are there nossbil.ities of sub-dividing the project 
into senrate staoes oF construction or expansion? 

.'i.i) 	 The sito selection, climate, market, etc., taust be
 
clearly e.ofineO' and lustified.
 

.v) The avnilabi.1jtv of nower, water and labor must be
 
documented.
 

v) A construct4on scherlule must be prepared.
 

vi) 	 Construction, enuipment and onerational costs must
 
Ie documentedi in detail. 

d) arketinpg 

i) 'ow will purchases he made OurInry the construction 
stage? 

ii) 	!!ow will. ,,.brc}1aies be made in the operational starye?
 

ii) 	 Ts there a rnir .t For the product? ,ustifi. your
 
conc.lus ion wi th coirmplet:e rata.
 

.iv) 	How will nalo, be eFr-ecte.d? Tnclude a complte
 
nrocedural do,cripti.on of the sal.es oranization.
 

r [OLA 7TIET 
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,.e flh nc.in.! 

Droiect?
 

, .,h ha;1 nw 	 n relption to the selected 

4I. 	 .hat : the import o.r the f'nal rolution?
 

) oes it s.itisfi all needs or onlv ; few of them?
 

) Are thp cnt--n rea-onable in relation to other sim.ilar
 
Dro)j ects? 

,) 	Toes the ,miceenrs o te roiect depend on the success 
oF ano-,h roprct not contro] lod v the same
author tv'? 

) 	 To .;hat e-roee ;'i.l th'e income ienerated bi the nroiect 
coin.noaten for th..eennes incurr-ed iin its eyecution? 

r
5. 	 ''let nom-itnenl't on bh,]F o tho rnvernment are renuirel 
.n ~~iout f'{cj rret? 

,) "til. ImOInt Ii n,)tion.;] and fcsrei',n currencv and
 
annual amnount-.
 

Tqa su,, Iv rinuireO - if so, f.ive full details. 

c) 	 Will the execul.'on of thil n-oiect renuire changes in 
government institutons or autonomoun enterprises? 

) 	 Ae tpx al,.,nr'er- binr antlcinated as well as new 
tnxe? IT,I rt.tus bein,tx r-ne souyT.t?
 

,) Ts le , r ired L'; ,roiect?
new 4 ]il:,.cn ,,, the 

) 	 T. an intornat ; onol ,,Yrevnept nece.sarv? 

6. 	'lhat contribiutions to tho execution of this nroiect will
 
made 1nAvT,(I 

',-!"'t. that inv of thense rnrtler want to 

a by l., ;ivte corpoations, or others? 

ev.[donc(, ,.l'etr 
p rt i ip-toe? 

!.) On the other honri, are there any .inoentives to attract 
such 	particnipntnn? 

tIfcr,Aq!TrJr.Th 
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C) AT"? the proose( !irtfjcijnptOrs u1F&~hni1~ 

I1 T n what f-orm wi! a cnnt.ilt~on he made - eauitv,
 
loan, technici. i'sisnce ~anagemret?
 

and the rt~to~ 

HNCLc'.C TMID' 
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QIECK LIST OF !-TATUTORY CRITERIA 	 ~Page 1 of' 7 
rAlliance for Progress) 	 May 29, 1967 

CHI1TE--PEIN -STNENT AND FEASIBILITY STULDIES 

In the right-hand margin, sumnarize for each item the information or conclusion requested. As neces­
sary, reference the section(s) of the Capital Assistance Paper, 
 or other clearly identified and

available document, in which the matter is further discussed. This form may be made a part of the
 
Capital Assistance Paper.
 

The 	 following abbreviations are used: 

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

App. - Foreign Assistance and Related Agencies Appropriations Act, 1967. 

1. 	FAA §.102. Precautiors that have been or Adequate control will be exercised to 
are being taken to assure that loan proceeds assure that loan proceeds are not 
are not diverted to short-term emergency 
purposes (such as budgetary, balance of pay- diverted to short-term emergency pur­
ments, or military purposes) or any otler poses or any other purpose not essential 
purpose not essential to the country's long- to the country t s long-range economical 
range economic develo I r ent. development. 

2. 	 FAA §.102. Information on measures taken to Language will be inserted in the Loan
utilize United States Government excess Agreement establishing procedures for the
personal property in lieu of the procurement utilization of U.S. Government excess
 
of new items. 
 property in 	 all cases possible. 

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

4. 	 FAA §.201(d). Information and conclusion on 	 Loan funds are to be loaned at rates of 
legality (under laws of country and U. S.) interest within the laws of the Foreign
and 	 reasonableness of lending and relending Assistance Act. No sub-loans will be 
terms of the loan. extended by Borrower. 

5. 	 FAA §.251(a). Manner in whid loan will This project will promote the country's 
promote country's economic development
contribute to the welfare of its people. 

and 
economic development and contribute to 
the welfare of its people by promoting 
sound planning and budgeting management 
and by identifying high priority capital 

6. 	 FAA §.251(b)(1). Extent to whid country investment projects. 
is adiering to the principles of the Act of
 
Bogota and Charter of Punta del Fste and is Chile 
 is adhering to the principles of 
showing a responsiveness to the vital economic, the Act of Bogota and the Charter ofpolitical, and social concerns of its people, Punta del Este.
 
and extent to which country has demonstrated
 
a clear determination to take effective
 
,el F-help menstrcs.
 

UNCLASSI1T D
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7. 	FAA §.251(b(2). Information and conclusion 
 This activity has been found economically
 
on activity's economic and technical soundness, 
 and 	technically sound. 

This activity has a direct relationship

8. 	 FAA §.251(b2(3). Information and conclusion to other development activities in Chileon activity's relationship to and consistency ir6"ce it contributes to effective planningwith other development activities, and its and programming which play an essential

contribution to realizable long-range 
 part in the long-range objectives.
objectives.
 

9. 	 FAA §.251(b)(4). Information and conclusion This loan 	will have no foreseeable un­on possile effects on U.S. economy, with favorable effect on the

special reference to areas of substantial
 
labor surplus. 	 U.S. economy.
 

10. 	 FAA I.251(b)(5). Information and conclusion Chile is a freely democratic country;

degree to whid the country ismaking it has made considerable progress in
 progress toward respect for the rule of law, 
 promoting 	private enterprise during


freedom of expression and of the press, and recent years.

recognition of the importance of individual
 
freedom, initiative, and private enterprise.
 

11. 	 FAA §.251(b)(6). Information and conclusion 
 Chile has 	a very favorable private
on the degree to which the country istaking investment law and is now 	making efforts
 
steps to improve its climate for private
investment. 	 to improve its internal proceduresoipoeisinenlpoeue


to approve individual private investment
 
proposals.
 

12. 	 FAA §.251(b)(7). Information and conclusion 
 This activity will contribute to the 
on wheter or not the activity to be financed achievement of self-sustaining growthwill 	contribute to the achie,,,r-nt of self-susta ining g r w th ,y 	 by ensuring roductive utilization ofe s r n 	 r d c i e u i i a i n o
 existing resources through proper planning


and budget management. It will clzo help icentif'y thoee projects whichwill serve as the basis for future capital invesileirii.13. 	 FAA §.251(b)(8). Information and conclusion Some of the projects which may result
 on the extent to whiclithe activity will from studies financed under this loan
contribute to the economic and political
integration of Latin i'merica. may contribute to the economic and 

political integration of Latin America.
 

14. 	 FAA §.251(b). Infornition and conclusion Financing for this activity is not avail­on availability of financing from 	other free- able from other Free World sources, includ­world sources, including private sources ing private sources within the United
within the Uinitd States. States, on feasible terms. 

iS. 	 FAA §.251(b). Information and conclusion See Annex I of recent Educational Sector on capacity of the coLuntry to repay the loan. Loan Paper. 
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16. 	 FAA §.251(). Info'7nation and conclusion 

country's etforts to repatriate apital 

invested in other cuntries by its own 

citizens. 


17. 	 FAA §.251(b). Info ... v a..conclusion 7n 
reasonable prospect aypTycnt. 

18. 	 FAA §.251(e). Infomation vid conclusion on 
availability of an ;!piication together with 
sufficient informat '.on and assurances to 
indicate reasonablv that I'LnLs will be used 
in an economically PId tO iicaly 'ounr! 
manner. 

19. 	 AA §.251(g). Inf ation and conclusicn 

on usTOf loan to ,;sist in promoting the 

cooperative movemet:t in Latin America. 


20. 	 FAA §.251(h). Information and conclusion 

on whether the act:vity is consistent with 

the findings and rtcomendations of the 

Inter-American Cormuittee for the Alliance
 
vor Progress in it. review of national 

4evelopment activities, 


21. 	 FAA ..252(a . Total amount of money under 
Loan wich isgoing directly to private 
enterprise, is goiiig to intermediate credit 
institutions or other borrowers for use by 
private enterprise, isbeing used to finance 

imports from private sources, or is other- 
wise 	being used to finance procurements from 
private sources. 


22. 	 FAA §.281. Extent 'o idhich the loan will 
contribute to the objective of assuring 
maximtu participation in the task of economic 
development 	 on the part of the people of tie 

ir~at the encourage­developing countricmea o deocatc ;,throughud ocl gvel-
nent Of democratic private and local govern-
mental instituLions. 


23. 	 FMA §.61(a). Inforiation ad conclusions 
weher§.o1a)loan will nencourage effotusoswiletdier willtnourage efforts of thee 
country to: (a)increase the flow of inter-
national trade; (b) foster private initiative 
and competition; (c)encourage development 
and u e of cooperatives, credit unions, and 
savings and loan r.ssociations; (d) discourage 
monopolistic practices; (e) improve tedmical 
efficiency of industry, agriculture, and coin-
Inerce; and (f) strengtier free labor uions. 

UNC 1ASI'3IFVD 
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Chile is rnk reasonable efforts 
to encourage repatriation of capital 

in other countries by its own,;-e i o 
c t zens. 

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

repay the loan.
 

The 	Borrower has made an application for
 
loan-funded assistance in this activity,
 
and 	A.I.D. has received sufficient in­

formation and assurance to indicate
 
reasonably that funds will be used in an
 
economically and technically sound manner.
 

This project is not directly related to
 
the promotion of the cooperative movement 
in La tin erico ein Latin America. 

This 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. 

All loan funds are being made available
 
to the Host Government; however, sub­

stantially all unds will be used by the
 
GOB for study contracts with private
 
consulting firms.
 

The 	projects which should develop from the
 

studies funded 	under this loan will make
 
an important contribution to the objective
 
of assuring maximum participation in the
 
task of economic development on the part
 
of the people of the developing countries,
 
thog teenurem tofd orai 
through the encouragement of democratic
 

private and local governmental institutions.
 
The 	benefits of this project will encourage 
efforts of the Borrower to increase the
 
flow of international trade, foster
 
private initiative and competition, and
 

improve the technical efficiency of agri­
culture, industry and commerce.
 

TJNCTLASSITfl"f 



24. 	 FAA .601(b). Inf.rmation and conclusion on 
now the loan will -ncourae U. S. private
trade and investme it abroad and ,.w it wil 
encourage private :. S. participation in 
foreign assistance prograns including use of 
private trade chan els and die services of 
U. S. private ente:prise). 

25. 	 FAA §.601(d). Con lusion and supporting 
infornatio-on con ,1 ance with the Congres-
sional policy that engineering and profes­
sional services of j.S. fins mid their 
affiliates are to e- used in connection with 
capital projects t" the maximum extent con­
sistent with the nitional interest. 

26. 	 FAA §.602. Mformtion and conclusions 
wnetier loan will permit Anerican small 
business to participate equitably in the 
furnishing of goods and services financed by 
it.
 

27. 	 FAA §.60,1(a); App...10S. 
restriction of connodity
U. S. except as otemise 
President and subject to 
requirements. 

Compliance with 
procurement to 
determined by the 

statutory reporting 

28. 	 FAA §.604(b). Comiliance with bulk commodity 
procurement restri tion to prices no higher
than the market price prevailing in the U. S. 
at tie of purcas. 

29. 	 FAA §.604(d). Compliance wito requirement
that marine insurance be purchased on corn-
modities if the host country discriminates,
and that sucni insurince be placed in the 
U. S. 

30. 	 FAA §.6U4(e). Comptiance witn requirement

that funds not be used for procurement of
 
any agricultural conunodity or product thereof
 
outside the United States when the dowestic
 
price of such com odity is less than parity.
 

31. 	 FAA .011(a)(1). Information and conclusion 
on availability of engineering, financial, 
and other plans necessary to carry out the
assistance and of : reasonably fir estimate 
of the cost of tie assistance to the United 
States. 

32. 	 FAA .ol(a)(2). Necessary legislative action32. cess ry egis ati e acion 
required withiin recipient country and basis
for reasonable anticipation such action will 
be completed in time to permit orderly
accomplishment of purposes of lom. 
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Private sector participation in this
 
project will be substantial as almost
 
r

all 	of the loan funds will be used for 
study contracts with private sector 
firms. 

Procurement of engineering or professional 
services financed under this loan will 

be limited to the United States or Chile. 

American small business will be permitted
to participate in the activity through
developing studies to be financed by
this loan. 

Will be complied with. 

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

Will be complied with. 

Will be complied with.
 

Necessary planning has been completed
and reasonably firm cost to the United 

States of the activity to be financed 
has 	been obtained. 

No 	 fkurther legislative action in Chile 

is required for implementation of this 
project. 
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34.FA 1(c)a rompIout e it rqr atert>Not aplicabl.e,?steefus v 1bJ 
thatrontrct 'fortic td cton be .,eon h 

35. 612efi Aprpraon(bst anput: 0 

Ftnat34a ve:Dee n t.iiPatonc assu r ement,',to N$ ot. p l c b1 ltMMi exentt J.for~1')1,:ostrconti etilintibontt'~c fcotata 
competiive boas cirts t o ndrtiiaxiwnnetnt prCoscandohrsevcsarsn 

meetmtie cotno cc:irtul and tlryiseriice
36.tit~ 'f rni 1,1 otd tlA:FA'nGg. 1,oma1 

asssistowice 
~'< 'f iishied 

or past 

ice w eureet'I 
to iew1y -indeplendent _cotintrie§. b5e. 

tiougIi ulUiateira1 organiz'at oi-sI 
aximum extent- ippopriat6eI2 

O~a); Ap37p~.§'.lOa) an-() 
ompliance win~ri~i~nlanntassis-, 

-~,;j~tance to Cuba and an oitry~(a), wiki5~i --

fumnishtbs -,assistance to Cuba or. failed to. 
-~~ take appropriate steps',by February 14,,1964,, 

C~'" 

to prevent ships or aircraftb under, itsII 
- - quipmfent,.miterials,~I~I~registry from'carryinlg 


orSple from orIto,,Cuba;, or (b). w'hich
 
~~>~~-'sells, furni Ishles, -or, pIermnits an]y sh ips.under-----------

iilos. etth ot ± 1 c~tatu 
doI~rsrie aiin ne hsi2 

Not appl.icabl.e. 

C''hil~e provides no 

d"no asssice 
-nder this 'loan. 

assistance to Cuba 
::II", 

A1.b funshd 
~ ~', -I--­

I'x* -

" <I 

t5Ire~sty<fron cairrying of primary,~-I~I~ -'4Z- itcm 
Sstrategic :significance,: or item of economic 

-~-- assistance-Ito Cuba.I 

3.FA§60b). If assistance' to the government 
ora co existence of -determnination itli nt 

isntcontrolled by the 'international~ 
ConnUlist movement. I ~ I I 

I ~LI~~The 
~39. -FAA.,-'620(c) '14if assistance to the government 
I - of ouitryexistence of' indebtedness tb a 
---- . or service's-IfurnishedLI.,S. . citizen 1for1 goods~~A44 I~ 'r1~ ihi~~ ~~i~ ~suh ~it'zcn~a~ 

'ior ' e-e whr Iull iie lI.h u 

-- ~~availabl'e leg'al ,"remedies' i herc the debt is 
n contes ted by; such ,govenuaciiitorVd;Jr.fdd 
the ',,; de sb-a s siiinde'r &~ unoit6'.bt 

Aguaranty given byFuhgovernment. V 
-l 11~l-'II -II~I-' IA-

Chile is not controlled by-the I­

~ t~~inJ omns oeet 

oayus iie h od rsrie
Borrower is ,not known ,tobe indebted 

t n,..ctznfrgos-rsrie
 
furnished or."ordered where -such.' a' citizen 
has exhausted available :legal remedies1 

6r
 

lthe debt iis notl denied orCcontested­
by the ,Borrow,.ei'or 'the :indebtedness 

a ie ut.a uncofiditii al' 

of payment by the Borrower., 

-where 

40. FAA §.620(d).. If assistance foriya p-,-uctive Not applicable.
enterprise ic i'w ill compete in--the U. S. ,
 
ith U. S. eontorprise, existence of agreement~~~I--
 I -I 

to prevent toA~by tnerciin country.. export
tle I .IS,. of -mor 'i01iii 20%t of the4 .nterprlse'5 'i~lI:AAsi~A 

41-il-~AA- 1411annw~~d life of te,rdcfin du ring tfhe 
annu'l -loan 
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41. 	 FAA §.620(e)). I assistance to tile 
government oFa coui try, extent to which it 
(including govenine: t agencies or suidivisions)
has, after January , 1962, taken steps to 
repudiate or nullif* contracts or taken :uiv
 
action which has tht effect of nationalizing, 
expropriating, or otherwise seizing owershIp 
or control of propety of U. S. citizens or 
entities beneficial,. owrned by dhenm without 
taking appropriate tups to discnarge its 
obligations.
 

42. 	 FAA §.,20(f); App.§ 10J. Copliamce with 
prohibitions agaln3" a:;sstancc to ally
Conuunist country. 

43. A §.620(). Comp! iance with prohibition
against use of ass i: :ace to compensate 
omers for expropri;,:.ed or iiationalized 
property. 


44. 	 FAA §.020(h). Compl ance witii regulations
] - u FoIi	 ruce es 

of assistance in a !!tiner whicia, contrary 
to the best interest ,of tile U. S., promotes 
or a:., - the forei 7naid projects or activ-
itivs of tle Corul(unl;L-Loc countries, 

45. 	 FAA §.u20(i). Lxistnce of determination 
that tie country is gngaging in or preparing 
for aggressive milit try efforts. 

46. 	 FAA §.020(i). Infonmation on representation 
ofT1he couitry at any international conference 
when toat representation includes the planning
of activities involvuig insurrection or sub-
version against the i. S. or countries receiv-

ing U. S. assistolce. 

47. 	 FAA §.o20(k). If co:istruction of productive 

enterprise where agg'egate value of assistance 
to be furnished by U. S. will exceed I00.
 
millioiL, identificat on of statutory authority. 


48. 	 FAA §.620(i). Consi.!eration wihidl has been 
given to denying assistance to tite govenuTent
of a country whichi a ter LAcember 31, 1966, has 
failed to institute 'he investment guaranty 
progra,. for the spec fic risks of inconvert­
ibility and expropriaition or confiscation. 

49. 	 FAA §.620(n); App.lu'(1 ) and 116. Compliance

with 	prohibition aga nst assistace to countries 
which traffic or per dt trafficking with North 
Viet-Naln. 
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Chile has not taken such action.
 

Assistance provided under this loan will
 
not be furnished to any Communist country.
 

Assistance provided by this loan will not
 
be used to compensate for expropriated
 

or nationalized property. 

Assistance provided by this loan will
 
not be used in a manner which promotes
 

pr
 
or assists foreign aid projects or
 
activities of the Communist bloc
 
countries.
 

Chile is not engaging in such efforts.
 

There is no information to the effect that
 
Chile has been represented at any inter­

national conference when that representa­
tion includes the planning of activities
 
involving insurrection or subversion
 

against the United States or countries
 
receiving U.S. assistance.
 

Not 	 applicable. 

Not applicable--bilateral treaty in force.
 

Chile is not giving assistance to
 
countries which traffic or permit traffick­

ing 	with North Viet Nam.
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D RTE,,'4T 0OF STATE&' 
~'A~r' ~AGENCY FOR ITERNATIONAL DEVELOPMEN'T 

Wigo,1 m D, C-, 20523 

UNITEDSTATES COORDINATOR-~.- ­ ,tCASIFE' 
1 '~' 

~ALLIANCE' FOR PROGRESS ADDCP58ADat'­
~3LOAN AUTHORITZATION "-. 

Provided From: Alliance for Prog'res Loan Funds2 < 
4CHILE: Preinvestment arid Feas~ibility Studies ~ 

Pursuant to thc. authort vested in the Depty U S., Coordinator, Alliance',~j
j;~~ for Progr6ss,' by, the Foreign Assistance Act' 'of-19 61,. as amended,,' and the 

J.~~ain o atriy isudthereunder,."I hereby: authorize the~---- . 

fsal~h~n ofalan pursuant.'to part, I, Chapter- 2,1 Title, VI, Allianc'' 
or.orProgress, to the Government of -Chile c"Borrowerit) :of ntit --

K two million fiv~e hundredt{outsand United States dollars1'($25600,IO~000$1to:'finance thed llar and esuocts of preinvesihent studies, IfeasibilityM% 
studes, ndlrelated technical assist'ance necess ary to assis tABorrower­

in its:,program of imnprovi -gsectorplanning, and, maximizing:, pro ject 
iden'tification, this, loa.n tob ujc otefj- g -Iconditiohs:~ tobsbet~oteflowing ~ terms ,and, 

~ Int'erest and&Terms <of Reo'aymet._ Broe shall repay~the Lo'an to 
,the3Agency for ,International Development ('"AJ-ID'.P1) 'in United'States 

3,' dollars 3with~in forty (41])' yearsffrom thefrtd~~smn ~e-
--­

th~ncludinga"grace ~p, riod of not to exdceeid: ten (10) years'.
The 'Borrower ishall' pa to ?A.I. D. in United 'St'ate'S ,d6ll-ars'on 'tie' 
d~isbursed balance -ofthe Tosan interest 3of oned - e nu 
during' the4 grace period 'and two' and one-half prcent,per- annum 

17 thereafter.33 ­

,,Other2. Terms'and'Conditions:, 

(a Eipmernt,) materials and 'services (except shippini , and marineA----
inuane fiacdudrteLa shall~have their,-,v:g-n 

34 

-. ,~,~3 inadb pocre rom tuhe United States -of Amer ca o:Chile. 
Shppnfnncdunder the loan shall be pro cured f 6m the 

admarine insu:rance finane une t1lan­
--- 33-" shall be plaSed'in the3 ,Uiiited: States"with, a company authorized, 

cotsinCiesalb ad vial oth orwro tlr ~sige-V de-A3.,~,AAA~ thrug the Spc' Lete of, rdt-roeueand 

d6lr.utlzdnerteo financeem~7a4-4 St~se loa tocurec cots 

J, 3 

http:thereafter.33
http:AJ-ID'.P1
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(d) 	If satisfactory i :plew;( nting arrangenents are made, up 
to seven hundred and fr fty thousand dollars ($50,000) of 
loan funds may be used to finance preinvestment and
 
and feasibility studier for the private sector.
 

(e) 	None of the ioar funds aay be used to finance Housing and 
Urba. Deveworat studi os. 

(f) 	 T,'e -oan shall be sub'tet to such other terms and conditions 

as A.I.D. may deem advisable. 
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