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SUBJECT: Chile: Preinvestment and Feasibility Studies

Attached for your review are the recommendations 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 planning and maximixing project identification,

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

Rachel C, Rogers
Assistant Secretary
Development Loan Committee

Attachments:
Summary and Recommendations
Project Analysis
ANNEXES T-IV
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PREINVESTMENT AND FEASTBILITY STUDIES

SUMMARY AND RECOMMENDATIONS

1. " Amount and Purpose of Loan: Not to exceed $2,500,000 to finance
preinvestment and feasibility studlies and technicel 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 f.5million of the loan will be utilized to finance the
dollar costs of U.S. services.

2. Total Cost and Duration of Program: It 1s intended that the pro-
posed loan will be disbursed over a three-year perlod. 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 totel@is5 million fund. At least $20 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 feaslbility studles. $2,250,000 vwus set aslde 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 COR¥O has had
responsibility for the privete sector.

Progress under the public sector portion has been quite satisfactory
during the past two years. Delays during the flrst year and a
quarter were due primarily to the facts that (1) the Project
Evaluation Office did not recelve official status or an adequate
staff until mid-1965, and (2) it tock some time to establish a
satisfactory degree of coordinetion between the USAID and the new
project office, and to ensure that its emerging policles and
procedures were ccmpatible 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 studles. The Project
Evaluation Office is presently reviewing three aeppliceticns which,
if approved, will absorb the remaining $250,000. The $2,000,000
obligated is comprised of 27 individual situdies, 14 of these are

. under contract and the remaining 13 are in the contract negotiation
stage.

UNCLASSIFIED
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. Disbursement at the end of March was $612,000 and the USAID 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 wortion of the losn hs g not been
satisfactnry. Difficulties in thls sector seem to be due to both

a lack of effectlive demand and the inability to find an institution
capable of administering and promoting this fund. In late 1966,
the USAID recommended deobligation of $1400,000 of the $750,000

for private sector portion. This deobligation was =ffected on
February 6, 1967.

Borrowver: The Borrower willl be the Government of Chile. The
Project Evaluation Office of the PBureau 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, 196k, with
technical asslstance made avallable under the Chile/California
Program. It did not achieve official status, however, until
June, 1965, when President Frel 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
(l) establish adequate planning units and (2) identify proJjects
and prepare adequete scopes of work for required preinvestment and
feasibility studies.

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

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

In an gttempt to improve over-all planning capabllities, the Project
Evaluation Office is staffed on a rotation basis with staff members
transferred pericdically 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-wlde basis,
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Description of the Program: The proposed $45 million will finance

a GOC effort to promote and develop sound projects and investment
prograns. In addition to financing preinvestment and feasibility
studies, the loan will finance 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 nreparation 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 cxecute management and reorganization studies on behalf
of GOC ugencies and ministiries.

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 Evaluation
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 inetead requlre notificatlon 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 notificatlion. All AID-filnanced
contracts will still be approved byAIDas will all requests for
technlcal assistance. The USAID will also be notifled of all studles
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 1s for these same
reasons that the USAID recommends that AID finance 100% of the costs
of approved studies instead of trying to split forelgn exchange and
local costs. Although a minimum of $2.0 million of the he prcposed
$ﬁ5 million fund will finance studies conducted by U.S. firms

@15 million of the proposed loan and a minimum $500,000 of the GOC
contribution), it is quite possible that the g2 o million level will
be exceeded. Thls largely depends on the mix of studles since the
Project Evaluatlon Office has in the past negotlated wlth U.S. flrms
excluslvely when a specific capabllity did not exist among Chilean
firms.

UNCLASSIFIED
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6. Views of Country Team: The country team recommends authorization
of the subject lcan.

T. Export-Import Bank, TBRD and IDB Clearances: It is belileved that
Eximbank will not be interested in financing this project given
the level of local cost financing. TFormal clearances from all three
banke are being solicited now. The TRR requirement was waived for
this project.

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

9. Recommendations: Authorization of a loan to the Government of Chile
for an amount ot to exceed $° 500,000, subject to the following
terms and conditions:

a. Interest and Repayment Terms

The Borrewer shall repay the loan to ALD in U.S. dollars within
forty (wO) years from the date of first disbursement under the
loan, including a bxacc 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 (1) percent per annum
during the grace neriod and two and one-half (2 ;) percent
thercafl*or.

b. Other T ms and Condiltions

(i) At least$i, 500,000 of the loan will be utilized to
procure U.5. consulting and engineering services.

(i) Equipment, materials and scrvices (except marine
insurance financed under the loan) shull have their
origin in and be procured from the United States
or Chile. Marine incurance 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.8. dollars utilized under the loan to finance
local currency costs shall be made available to the
Borrower or its designee through 3LC procedures and
shall be used only for procurement in the U.S

(1v) Sych ugher terms and conditions as AID may deem

Project Committee.

Loan Officer : L.Yseger, USAID/Chile
Program Oft'icer: L. Horwita, SATD/Chile
Counsel : I.Levy

Engineer : H. Feldt, USAID/Chile

Drafting Officer:L.Yaeger
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SECTION T = PACKEPAIND

fn Mapeh /1060 ATN gigned a © 2 mitlinn loan asrecment with
+he Governmert of Chila +a finanee fFoaedtb i1ty anAd eonepal studies in
the public mectrn, ac wnll an atndies in the privale eeector,  “2,250,000

1ipa tna ke administered

of this amount wae et aside For nuhlie cactor =tnd
hy the Traice+ Uvaluation OFFine of the “urean o7 the Vudret | uhich is
under tha Minictr: o Pinanee, HTHO,0N0 wae +a he yeed for nrivate

sectarn ctudion nndorn COAPTN TS adminiesnation,  ATN cwnernieonee with this

Eiva* Yaan hag heen aa fnllaun:

A uhi e Tector Tartiom
NE the “2 250 000 peqgerved for this sector, annroximately
¢2.,000,.000 has been ablicated to A1N annraved studies, Table ) of
Annex T oivee a detailed hrealbdown of the studies apnroved to date
and their total conts. The Praiert NfFice g nresentlv reviewing
three additional annlication~ whic™, i€ annroved  will absorh the
remainine “200 000,

T™he rublic eoctor portion of the loan moved slowlv durine the

first vear fop twe vreasens: irst | althoneh the Troiect N{ Fice was
stahlished in earle 1GRL, i+ d10 pot peceive official status until
mid 1965 (zen Caction T1 belou), “econd, it tonl: +ime tn ectablish
a satisfantenu decyen of enavdination between the "CATD and the new
Praject
and procedures were cornatihlo wirh those af ATY, Cince mid 1965,

Yyaluation M Cien, and o ensure that “to emereine policies
proaress on nhilic acctor stidice harn bLeen anite satisfaclerv, The
4 2 wmillion ohliFated ta date ‘s comnrised of 27 individual feasi-

bititv and eeneral astudics bro“er doun hv sectors ac fFollowe:

dmber Arount ($) % Total

T Industrv 2 275,700 1g.@
II Agriculture 7 323,471 16,2
ITII Mousing 13 757,839 a7.,9
IV m™ransportation 2 123,0uu 6.2
V Telecommnications 1 303,045 19,6
VI Nevelonment Planninc 1 26,000 1.3
29 1,999,009 100.0

The nverall status of theze studiece i an Fnllows La detailed
deseription af the atatus of each studv is precented in Tabhle 2 of
Annex T):

vPrn r]In
Best Availukle Document

b
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ned |25

Studies comnleted ) 316,632,00 589,205
Studies under contract 8 195,700,00 1,202,879
Stndies anproved with
contracts heinpg neontiated 13 529,089.00 2,459,855 .
Studies bheinr considered
bv AID for anmproval - - -

27 1,001,421.,00 1,251,929

(¢ 957,678)

NFf tha 13 contracts beine necotinted, B are in the field of
bous n~ and urban -Adevelopment and, riven the derree of past contractine
ewpirience for this twne studv (5 of the 1M studies alwveadv contracted
are HIM) | ne imnlementation prohlens or delavs are anticipated. OF
the remainine O stufies, 3 contracts have been approved by ATD and
sirnatures on all 3 are imminent,

Toan Aisburcement at the end of March was apnroximately
$ 600,000, Nuite sienificantlv, almnst all of this disbursement has
been effected since June 1766, In other words, allowing one vear
from the start-up of operations to nermit the Prodect Office to berin
promoting, approving and contractine studies, the disbursement rate
has been auite satisfactorv.. (MOTT: As indicated above, actual
start-up ic estimated at mid 1965). Since work on all 13 contracts
now bheine nerotiate? has been or will be initiated in the very near
future, the USAID believes that ahout 75% of the $2,000,000 public
sector nertion now obligated will be dishursed bhv December 31, 1967.
This will remuire ahout % 900,000 in additional Jdisbursements hetween
now and the end of the vyear, This fipure conforms to the Project
Office's prodiection which is princinallv hased on an analyeis of
the pavment schedules in all of the approved contracts. The Proiect
(OffFice dishursement schedule is presented in Table 3 of Annex T.

Thirteen of the 27 anproved studies are in the field of housine
and urhan develooment. The cost of these studies is the cauivalent
of about * 75R,000 or 78% of the total funds oblipated to date. The
justification for this level of financine in ene area, and the
UBAIN's recammendations with resnect to future financing under the
propesed leoan, are presented in a later section of this naner,

Table U4 of Anney T indicates the total investment resulting
from those studies which have baen comnleted,

UMCTASSIFTEN
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Tt s estimated that 5 of the 27 studies arnroved have
sulted or will recsult in projects which reguire cxternal
financines, These 5 proiects are a2r Follows:

1. Trinle %upernhosnhate Tlant - fost SR0,000 - This studv was
comnleted in Yate Y965 and A niant with a 100,000 ton annual
production capacitv is now under consgtruction in Pencn (Concepcidn),
The plant has a total cost of about ¢ # million and is being
financed principallv bv a "rench private firm with some COPFN
participation, Tt ia scheduled For completion bv Movember 1067
and w11 nroduce about 75,009 tons durinp its first overational
vear,

2. Maripe Flevator - Cost 515,700 - This gtudv is almost completed,
Tt involves the construction of facilities which will permit the
consivruction of commercial fishine vessels of un to 1,500 tones,
The total cost of the proiect »ill annpoximate ¢ 2.5 million,
mostlv in Toreion cexchance,

3. Adr ran nort Study - fost “RR,0WU - This ceneral study of the
total air “raffic notential in Chile wil) identifv the additional
eauinment rceouirements of Chile's mador airnerts, as well as new

airrort needs.

4. Telecommunications Studv - ¢ 303,000 - This studv complements
an N nyraposed nroiect which ﬂ*]l finance the construction of
main trunk lines in Southern Chile., The ATD studv will proiect

telecommunications recuirements over the next 20 vears and recommend

investments to comnlement and cxpand on the TN™ Financed trunk
lines.

Uater Transport - fost 435,000 - Tha nurnese of this study is to
TAGntiTv nascencer and FreiclT traffic reanirements hetveen
Puerto Montt and MPyerte Avaen in southern Chile, The final
report will recommend the nurchase of anneific twnes of vessels
and port enuipment.

wm
.

Pr1v1te °ecfor Povf1on

UFATN Smnlementation experience with the private sector vortion
of the lean has not heen saticfactary, 1t appeare thet diffienltiens
in moving this nortion ape attrvilwmtalile to a lack of effeective demand
for studies in the private goator and the inability te “ind an

nstitutien ideally sunited for adininisterine and prometine the fund,
CARFN was selected an administrative aeent oande A™ter continued
negotiatinns indicated that a mutual CON/ATH arpearment on a privatelw
controlled institution wars not necnihle,
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Tn mid 1966, the HSATN suprestrd to 0OPFA that the fund would
have to he deohligated due to non-nsape. CAPFO's Raill S&ez requested
that onlv % 400,000 be Aeoblirated in the home that continued promot ion
would hear some fruit. @ 400,000 of the 5 750,000 fund was deoblipated
on Februarv 6, 1967,

As af the end of Mareh 1967, 5 =tudies were underwav for a total
cast of ahout %123,000 (See Table 2. Annex T), fSome further progress
in exnected as a pesull of an intensifie? promotion nroeram and FORFO's
attractive sub=lendire terms (i.e., no readiustment, 50% of cost horne
by CORFO 1 studv necative, etc.). A status review of the remaining
4 350,000 Fund will be made in June 19067, Rafil Sdez of CORFO requested
the additional time in order to re-evaluate the private sector program,
and see if there was any possibility to make changes which would
stimulate increased demand.

UMCLAGETFTT'D
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The Porrower will he the Covernment of Chile. The Pr ] ct
Evaluation Nffice of the Rureau of the "ndeet will act as administrative
agent. The Rurcau of the "ndeet ie part of the Ministrv of Fi nance,

The Proiect Lvaluation Office was formed in Januarv 1964 with
technical assistance made available under the Chile/California Propgram.
It did not bepin to operate effectivelv, however, until it received
official) status on June 11, 1965, by mcans of a nresidential circular.
This circular hest describes the purpose of the Proicct Tvaluation
Office, its responsibilities and its position within Chile's overall
planning mechanism, Sienificant por»tions of the circular are nuoted
belowy

“In order to achieve cffective develonment planning as well as
"adequate coordination with the budreting process, it 1S necessarv
"to identifv the plannine role of government arsencies responsible
"for individual sector development.

"Since public investment plavs a sienificant role in economic and
"'social development, adeauatelv defined procedures must be
"established for the preparation of projects and investment programs,
"with emphasis on a clear deccision-making nower and, in particular,
"on the execution of reliable socio~economic feaq;bllifv studies as

"a prerenuisite to the initiation of anv important nProrram or nroiject,

"For this purpose I an nleased to list the followine instructions
"which have been prepared iointlv bv the Mational Plannine Office
"(ODFPLAN) and the Bureau of the Pudsret-

"1, Sector planning offices will be lormed and delepated the
resnponsihility of selectinr and pronosine new nroiects Ffor
studv in their resrective sentors.

"2. ODFPLAN, on the basis of reneral prioritv criteria and of the
programs included in the "ational Develomment Plan, will decide
which proiect studv proposals should he underfn%on.

"3. The sector planning nffices (or where annropriate a specific
povernment arencv) will be respronsible for the actual
nrenaration of the technical studies and the socio-economic
analvsis of the pronosced nrodects,

IMCTLAGSTTYTI'D
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Preferablv, these studies will be executed hv the emplovees
of the respective rovernment sector. However, if available
human resources are not sufficient to complete the studies

in the reouired neriod of time, local or foreipn consulting
firms would be contracted to carrv out the studies, the cost
of which would be charred to funds set aside for this purpose,

The Rureau of the Pudpmet, threnrh the Profects Fvaluation

0f fice will prepare suidelines to be adhered to for investment
projects formulated in the mublic sector with reepard to
presentation, nature and dicnosition of the lbackeround
information to he included, cont estimates, investment schedules
and, ecsnecially, social and economic evaluation criteria,

This same office will assist all ~overnment asencies and
corporations in the contractine of technicians or consultants,
and mav also make its own economists available to the sector
nlannine offices or rovernment cornorations to assist them in
the execution of sneei®ic feasihility studies.

The preliminarv proiects “ormilated in the Fublic fector in
accordance with the procedures described above, must be submitted
to the Nureau of the Rudget throush the Proiect Fvaluation Nffice
for review, as a nre-reouisite to its final approval and there-
fore, to the evecution of the nrciect in nuestion and its
inclusion in the fanital Dudget nf the corresponding originatine
arency For initiation in a given veanr,

If this review should rive rise to a difference of oninion
between the Bureau of the Pudret and the sector planning office
with regard to a given nraject's nrioritv, ONEPLAN will be
consulted and, if necessarv, the Pyesident of the Republic and
the Ministerial Advisorv Heard will render a final decision.

The procedurcs described in parapgraphs 4 and 5 above will not be
applied to proiects which are the responsibilitv of COPFO."

In line with the responsibilities established in the above

discussed circular, the Proiect Tvaluation Nffice has made sienificant
progress in promotings a rational project plannine and execution
proeram, The Proiect Fvaluation Office's activities durineg the past
two vears arce highlighted bv the followinpg achievements:

UMCTLASSIFIED
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It has prepared a sguideline for all fiscal arencies and
ministries, which describes nrocedures for conductine studies
and the scope of an investment studv (See Annex I7, Exhibit 1
for an Enelish translation of the cuideline).

It has marshalled data from all rovernment Agencies and ministries
in order to prepare a preliminarv inventorv of rrojects (see
Annex T, Tables 5 - 9).

Tt has assisted various GNC arencies and ministries to (@) establish
sector plannins units: (b) identify proiects and prepare adenuate
scopes of work for required pre-investment and feasibilitv studies;
and (c) select consultants, execute contracts, supervise ongoing
studies and review partial and final reports.

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

_Office and ODEPLAN are also members of these sector offices.,

Actually, the Project (ffice 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 techniaue, the GOC is trvine to ensure that the nolicies
and procedures established hy the Praiear NMire are imntementad
on a countrv wide hasis.

The Project Office finances pre-investment and feasibility studies
vhich are based on well conceived plans and scopes of werk, and
represent high prioritv project investment areas in sonformity
with OPEPLAN criteria.

The financing referred to above has been nrovided throurh
government funds of about 4 650,000 and the & 2,250,000 rortion
of AID's 1964 loan,

The Project Office has conducted feasibilitv studies for various
sectors with its own staff., Two such studies were performed
recently for ENAMI (GOC miring acencv). One was concerned with
the identification of a prqoeram to combine small and medium sized
copper mines with government capital in order to achieve fFreater
efficiency and cost =avinr, "he other invelved the expansion nf
a copner refinerv,

UNCLASSIFTTD
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SECTION III = DESCPIPTTON OF PPNPOSTN PROGPAM

——— ot it . e 5 et e e 4 e e e . @ 4 it e o ey

A.

Ig}il_cqgi and Pupr§Q~of Prospam

The total cost of this 3-vear program to finance feasibilitwy
studies and eseneral studies in the nublic sector, as well as
technical assistance, will he ahout ¢ 5 mfllson. Tn addition
to the ¢ 3 million ATN loan, the Government of chile will hudget
% 2 million over the next three vears to finance the nroFram
(exclusive of normal onerating costs such as salaries),

The total ¢ 5 million wil) finance feasikility and eeneral
studies as under the first loan., The technical assistance, also
to be extended through the Project Nffice to GNC agencies and
ministries, together with the studies, will strengthen sector
plannine, maximize proiect identification and improve the GOC's
overall hudreting process.

Tt is intended that technical assistance financed under the

proposed loan will include hut not be limited'to the following:

i) To helr establish and orpanize regional and sector nlanning
units,

ii) 7o assist rlannine units in the jdentification of nreiect
and eeperal studv reauirements, and the preparation of
accentable anplications for Financine these studies.

iii) To enable sector nlannins units to execnte feasibility and
general studies.

iv) To assist GNOC arencies and ministries in executing orpanizational
and administrative studies,

In addition to the ahove, the UISATD requests that it be permitted
to set aside at some future date ur to ¢ 750,000 of the loan to
finance private sector studies if and when it is determined that
this amount of fur.'s can be properlv used bv an institution mutuallv
agreeable to the Office and ATN., It does not anpear at the present
time, however, that additional funds for financine private sector
studies are justified, In addition to ATN's vecent poor expcrience
with the nrivate sector nortion of the first feasibilitv loan.. an

’ y 1B
slowly. This loan 1s being administered by CORFO and finances
studies for CORFO sponsored industrial projects as well as sub-
loans to the private sector.
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B. Justification

——— s ot e s - bt

A

)

Ceneral.

Tn the past, Aeficiencies in the budgeting and planning
processes at all levels of government was a basic imnediment
to the improved use of public sector resources. There was

a lack of coordination, organizational status, uniform
procedures and criteria, trained personnel, and responsibility
for planning was dispersed thr ughout the public sector,

One of the Frei Administration's poals was the establishment
of a central nlanning bodv where the hasic policies, progranms,
priorities and guidelines could be estahblished and where

plans formulated bv the acting apencies could be revidwed,
coordinated and assioned budset prioritv. For this nurpose
the Mational Plannine Nffice (NDRPLAN) was established in
earlv 1965 an an Office of the Presidencw and civen resnon-
sibilitv for coordinating sectoral and procrram nlanning within
the public sector.

To accomnlish its planning ohiectives, ODEPIAY has established

plannine erouns within the kev sectoral arencies and ministries,

including arriculturc, inductrv, transportation, enerey,
housing, education and health. Tach sectoral nlannins unit
is dovo]onwnw ite own nrodect nreparation and evaluation
capahilitv with the help of the Dffice. The Nffice provides
trained personnel, and overall cuidance, criteria and
methodoloey,

Only when these sectoral planning units hesin to operate
efficientlv in the area of project development will the chilean
budget isvstem shi®t to an emphasis on project Justification
prior to Financine. For this reason, the "SATD feels it
essential that ATD continue to supnowt the Office's activities
to develop the capabilitv of formulating sound nrojects and
therehv strencthen the overall nlannine nrocess

UNCIASSITIED
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11) Demand for Studies

At the time of this writing, the USAID had received de-
tailed 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 l), and are not yet complete. TFor
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 1in the 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 1is compiling new lists for the
education, mining and health sectors. Industry 1is the
scle responsibility of CORFO.

Tre 1967 program, although far from having been finalized,
cells for an investment of at least $1,500,000 to finance
stadies 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 - IMPLEMENTATION

A. Administration of the $4.5Million Program

Tt 1is intended thaet at least $2,0 million or 43 of the
$1'+,5 million program will finance U.S. technical services and that at
least§)5-million of the proposed $.5million loan will be utilized
for procurement in the United States. The USAID believes that
$1 million of the loan should be availlable 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 smeller 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 tne proposed program for Tinancing U.S. services above
the 11-5% - It 1s strongly believed, however ; that in view of the
1) increasmg nunber of Chilean firme engaged in consuyltant work
during the past 5-10 years; 2) degree of experience and competence
of the firms (often as a result of past and present relationshipswith
U.S. firms); and 3) the GOC's desire to promote the development of this
group, 1t 1s not practical to insist on more than & . 5755 sharing of
the fund. Nevertheless, it 1s quite possible that more then $500,000
of the GOC's $2,000,000 participation will finance U.S. gservices. The
Project Evaluation Office in the past has not favored Chilean firms
on politicel grounds and has restricted studles to United States

and/or European firms when a specific capabllity di1d not exist in
Chile.

UNCLASSIFIED
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B. Approval of Studies and Technlcal Assistance

All approvels will be effected essentiall
] 1 ¥y in the same manner
ag under the first loan. The procedure has been as follows:

i) All requests by GOC Agencies and Ministries to finance
studies are forwarded to the Pro/=zct Bvaeluation Office for approval.

i1)  The Project Evaluation Office then submits a final
application to the USAID. Each application contains detailzad
information on the proposed :study including descriptions ol previous
studies comple ed, the proposed scohe of work, & general economic,
social, and firancial justification, a list of possible consultants,
etc.

iii) The request is reviewed initially by the USAID's Loan
Office. If ap roved in principal by the Loan Office, a copy of the
request is forsarded to the USAID's Engineering, Programing and Kconomic
Offices for coments. If no response is received within five days from
these offices, concurrence is assumed and an implementation letter
approving the study is issund. At the same time, the USAID begins to
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
negotiation with a qualified consulting firm. Approval during this
stage is thercfore based principally on the economic Justification
for the proposed study. This initial USAID approval is normally
effected within two weeks after receipt of the request. The USAID
believes that this epproval "in principal” approach has been
primarily responsible for satisfactory progress under the loan
during the past year. First, it gives the GOC sponsoring agency &
psychological boost becausc it knows that & rapid reply is forthcoming
from AID. Sevond, it permits the GOC agency to work with the U.S. or
Chilean firm it has selected in the preparation of a detailed scope
of work without the intervention of AID. In many instéances, the
consulting fivm actually serves an extra official technical assistance
role in that it helps the sponsoring agency to define its objective
more completely. In the final analysis, ATD's work-load is reduced
while its intorests are fully protected during the final contract
review stage vhen the scope of work is reviewed in more depth.

UNCLASSTFIED
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iv) Once the firms are qualified by AID, the sponsoring GOC
agency selects « firm and enters into contract negotiations. (To
simplify the coutracting procedure, the USAID has provided the Office
and all particiyating GOC agencies with a sample ATD Lump Sum Feasibility
Study Contraet). The negotiated 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 requirenents are
met. AID approval of the contract, usually conditioned on certain
modifications, 's forwarded to the Office and sponsoring agency by
implementation ‘etter. Once the changes are made, the contracts are
signed and copics are forwarded to the USAID.

It is interded that the propoused loan will be administered according
to the above formula with two exceptions. They arc:

1. The USATD 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 speclfy 1f the project 1s 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 recelpt of the letter to file an
objection to any study to be financed by A.I.D.

The USAID, based on ite experience under the first loan, belleves
that the Project Evaluation Office does have the capability to identify
high priority projects within the framework described in Section IT, and
assess preliminary scopes of work for studies under $50, 000. Eliminating
USAID approval of these studies will save conslderdble staff time and
paper work. All A.I.D.-financed contracts will still be approved by A.I.D.

2. As stipulated in M.0. 1442.2, A.I.D. will now be approving only
one consultant for each study.

C. General 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.

UNCLASSIFIED
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SECTION V - EFFECT ON U.S. ECONOMY

At least $li5 million of the proposed loan will be utilized
for direct procurement of U.S. services. The $1 million utilized

for locel procurement will be disbursed under the Specilal Letter of
Credit procedure. Although there may be some time lag between
issuance of the credit and actusl usage, there will be no net
adverse effect on the U.S. balance of payments,

There are no Progrem Loan or PL-480 resources available
which could be used to pick up the local cost portion of the proposed
loan for 1967. Tt is possible that Progrem Losn and PL~U80 resources
a8 well as funds generated through the A.I.D., two-step lending
procedure will be available in future years. In this event, A,I.D,
will attempt to negotiate the substitution of s portion of these
resources for the local currency portion of the proposed loan. This
Wwill of course depend largely on an assessment as to whether or not
these availeble funds could be used within a reasonable period of
time for ongoing studies. In addition, 1t should be noted that
A.I.D.'s leverage to induce a decrease in the local currency portion
of the loan 1s weakened by the fact that the GoOC has already agreed
to use $2 million of its own resources to finance the studies program.

UNCLASSTIFIED
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AVNEY T page 1 of 19
Table J, Page 1 of 2

FFAQTBTLITY STUDTFES LOAN CNAMMTTMENTS

Trinle Superp!nsphate Plant
Copner bv-procucts

Marine Flevatcr

Wine Plants
Craip Silos &

HPousine &
Housing
Housaing
Housing
Yousing

M,

N

Urbp

™

Seed Forare £ Potato
8 Slaughterhou-ses
YWater Transport
Familv Pudpet

Air Transnort

Fruit Plants
Telecommunicat ‘ons
Nairy Plants
Housing & Urban
Pousing & Urban

Housine & llrha)
Housing €& I'rbau
Housing & Urban

Saurase Plants

"otato Yarchouses
‘Founing & 'Irhan Nevelapment .,
"'nha Davalapment
Irhan Nevelonment |
'mben Nevelobpment |
1 Nevelonment,
> 'vhea Develapment .

Nevelopment,
Nevelonmant,
Housing £ Yrba' Nevelonmant,
Nevelonment,
Nevelonment
Nevelopment,
Houring & Urban Development,

e e - ——t e — . 4t e ot

nsq

180,000
150,000
5,700

19,000
Corianrn
“erena-Coauimbo
TAlerA

rhillan & Temuco
Merta Montt
Avsén, Covhainue,
Ralmaceda, Tuerta
rhacabuco and
Punta Arenas

13,557,138

24,080
11,000
35,000

6l , 962
393 005

Muillota-ralera
Antofarasta
ITos Anpeles
Valdivia
Nzeorno
"an Felipe-Tlos Andes
“an Ternandn
? 000

1,012 340,38

Air Transport (additional amount

to he requeste! from ATN)

23, OBJ 00

May 29, 1967

270,000
278,800
193,030
245,000
126,445
166,540

285,600
66,960
299,800

117.000
50,000
208,000

79,700
185,055
205 000
225 000
270,700
321,300
0o, non
200,000

i Emem amne meas Gt s e e s e ow e v e e

1,041 ,421.319

oo e e B e i
—— 3 Ce ¢ e et e

SUFMMADY NP opMMT U ma

——

Total committed

e e et s,

o254 897,10 (re’ Whurﬂeﬂ
F* 360,557,310 (
F°3,636 4AL RO

FAW 251,920, 00 Fe

rate

(Nif, not ro:mhur"nﬂ.
VARG

at B° 1,013/1 USS
nooro RV ”m‘-)
Fatimaten

,251,939

LT T s e

63,517.8M
A6,051,R]
802,107, 73

TR AST. 77
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AMNTY 7, Page 2 of 19
Table 1, Papge 2 oF 2

Total committed in dollars Rt 1,081,u21,38
Total comaitted to Jate jee 1,000,058 .76
Palance t» be committer rnee 2650,001,24
TOTAT, LOA! nee 2,250,000,00









Fstimated

Ootimum location and size
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Kame & Purpose of Study Agency (1i<S or T7) ADrroved Contracte fompletion Te Date Status

12, Cfopner Bv-Products ~ORFN ¢ 150,000 1/ 5/64 12/2Nn/€5 Mawrch 19537 7 £5,750 ronsultant has been okliped
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“easibility of a project Tscudos) 5 the lack of technical ins-
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recuneration of copner bhv- be amenced tec reflect this.
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13, Cea=/ Mlants rOREN L2AN R ) a/in/es 2/29/66 ¥arch 1967 ¢ €,000 Final report on potato
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feasibilit: of 5 milk 351 solu nf rrobilems re
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arprliecd to tue consultant.
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b Tmo. 7106 of
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TOTAT, INVESTMENT 0FF COMPLETED STUDIES

Trinle Supernhosphate

Gra'n Silns

Pot.to Warehouses

Family Budeet

Citr of Puerto Montt - I'musing
Cit of Talca - Housing

See ! plants (Forame seeds)
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ANNEX I , Page 10 of .19
Table 4, Page 1 of 1

Total Investment

4 14,117.830,00
9,015,595,00

1,370,669.00

£° 111,587.988,00
56,501 ,540,00

1,287,000,00

(5 vears)

(5 veaprs)
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ANNTX I, Page 11 of 19
Table 5, Page 1 of 1

SECTOR BFFAKNOWN OF STUNINS FOR 1967

AGRICULTUPAL SECTOR

ey o et e St

uss

FCA 103,000

CORFO 229,200 332,200
TPANSE( PTATTON STOTOR

Airports 37,200

Roads u2.800

N Port Works 132,700 ___"_EEERTOO

MINING 7FCTOR

NAMT 100,000 100,000

APAND TOTAL " $94k, 900

IINCLASSTFTED
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ANNFEX I, Page 12 of 19
Table 6, Page 1 of 1

AGPTCULTURLT, SECTNAR

o o i e e e s —

Dstimated Project Cost  Studv fost
r. nge uss

ECA
Refrigerator - Yalnaraiso 13,200,000 950,000 88,200
Refriperator - "lanquihue (fish) 540,000 70,000 7,400
refrigerator - "albuco (fish) ____.5wp0,000 70,000 7,400

14,280,000 1,090,000 103,000
CORED
Protein Mixing © Packing Plant 720,000 12,500 8,400
Vegetable Nehydration DPlant - - 10,500
Vegetable 0il Mlant - - 10,500
Carrot Protein Plant - - 10,500
Meat Freezing Mlant (Temuco £ Chillan) 1,200,000 100,000 21,100
Meat Cutting Centers for Santlago.
Valparaiso and "nnecencion 2,000,000 250,000 21,600
Milk Plant in Fntronn (120,000
lt(dnv)

2,200,000 650,000 42,200

(Gantsoaclinn Contera for Puport 5,520,000 483,000 52,200
Fruit Packine £ fannineg Plant
(Ovalle) 1,200,000 100,000 25,800
Fruit Canning £ Dpying Plant
(Santiaro) ANO,L000 221,000 16,900

EY13,640,000  $1,899,500 $229,500


http:ranni.ng

TRANSPORTATION SENTOR

—————— e = m o @t e et b e e —

Direccién de Aeropuertos (MOP)

= ——ce——

Tocopilla Airport
Ovalle Airport

Additicons - Mudahuel

Direccién de Vialidad (MOP)

Transversal Poads

Direccjgp de Obras Pogﬁggrias (Mpf)

e s e am

Expansion Port of San Antonio

‘Alternative Port Expansion
in Central Zone

Alternative Port Expansion in Zone
served bv Antofagasta, Tocopilla,
Mejillones and Taltal

SECATOR TOTAL

UNCLASRTTIFED

UNCLASRIFIED

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

Studv Cost 1SS

——. -t ® et vt e St = —

8,700
9,000
19,500 37,200
342,800 342,800
14,200
105,500
13,000 132,700
$ 512,700
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ANNEX I, Page 14 of 19

Table 8, Page 1 of 1

MINING SE.CTOR

PROJECT

- ———a —

Studv o” the small £ medium size
corner ‘ndustrv in Chile 8 100,000

A —————

UNCIASSIFIED

d

/



IMCLASCTFITD

ANI'TX 1. Page 15 of 19
Table @ Page 1 of 1

i/
THN YFAR RROGPAM OF STUDTES (1967 - 1960)~

e et e et e s et = > - e ———— ——— —— 1n [—,

AGRICULTURAL SECTOR

1SS
ECA 103,000
CORFO 314,600 417,600
TRANSPORTATIOHmFFQ?OR
Direccién de Aeropuertos 8k,300
Nireccién de Vialidad 2,312,600
Direccidn de Obras Portuariasr 176,700 2 600
GRAND TOTAL 2,991,200

;/ - Transportation Sector breakdown includes
projects which may not b2 studied until

1969.
The ECA program is for 1967 only.

UNCLASSIFIED

A



1967-1968 PROGRAM - AGRICULTURE

SECTOR_AGROPECUARIO

A. Empresa de Comercio Agricola (1967 program only)_r

B.

1, PFPrigorifteo de
Yalparalse
2 Prigerifiec Pes-

quero de Llsaqui
e,

33,200,000

580. 000

3. Prigerifies Pesque-
ro Calbuce %80, 000

O g Bt o et o s W 6 s oo g o

Jub-Total 14.280.000

_CORPO MIRICOLA, -
Proyeate x*

1. Planta Envasedora y
lenolasdora de Alime:i-
to Pretefoo (Talwa)

2. Plenta Deahidratadora
de Hortalisas -

S« Plenta Olee -Reaine -
§. Plamia Baretenc -

5. Tdneles de Congalasién
de Cavmes (Temuco y
Chilldn)

6. Centrales de Cortw
de Carwe pera Stgo.
Yalpo. y Ceneep.

‘7. Planta lechera en
Futrome de 120,000 1t.

/ da.

8. Contrales Ewbalaje
Frutsas exportecitu
(Prov. Stgo.)

720.00C

1.200.000
2.000.000
2,200.000
5.520.000

(ovalle) 1.200.C00
10 p-u- Censerveres Pulpa Mwuta 800.000

e ma

930.C00

70.000

70.000

1.090.00¢

I

12,500

100. GO

250. 000

630.000

UNCLASSIFTED

ANNEX T, Page 16 of 19
TABLE 10, Page 1 of P

BC

306, 000

21.600

21.600

R T
( T2,4%00)

R.P,
B*

40,000

50.000

$0. 0C0

50.000

100,000

150.000

200,000

200, 000

2.8u0

2.900

30.600

us$

10.000
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TABLE 10, Page 2 o o

E.P,
Proyeote x* Usg E* Us$
Sustituotén Importacién
senillas Porrajeras (Est
de Mereado) 10.009,000 200,000
Senillas de hortalizas
(Est. de Merosdo) 100.000 20.000
100,000 50.000
Sexillas sertificadas
pepes ( Est. Merosdo) 2.000,000 100,000
Mantenedién puresa
varietal genefica
( Est. de Mereado) 3.100,000 370.000
Semillas de arros:
Centro Almacenaje y
Procesamiento 300.000 100,000 15.000 5.000
Senillas de Prejoles:
Centro Almacenaje. pro-
essaniento y envesado
exportasién 300.000 200,000 15.000 10.000
Sub-~Total 29.440.000 2.889 .500 1yiT0. G 75.000
1549, 30)
RESUMEN
B.’l
B Uss
1.~ Ewpresa de Comereio Agricols 343.200 30.680
2.- CORPO Agrfaola 1.170.000 65.000. -
MAL 1.5”.200 95.&00-
(322, 000)
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1967-1969 PROGRAM =~ TRANSPORTATTON ANNEX I, Page 18 of 19

SECTOR TRANSPORTES TABLE 11, 1 of 2
.= Direcoién de Aeropuertes »(F
Proyeato . I (x*) Er. ()
1. Mevo Acropuerte de Iquique 10.006.000 95.000
2. Wesve Meropusrtc de Tosopills 4.500,000 .25
3. Meevo Awrcpuswrie de Ovelle 8. 600, 000 42.%00
§. Meeve Aervpuerto de Guintero 20, 000. L0 80, WO
Mwopusrte de. Censtitueidn $.000.000 42.500
6  Aeropuerto de Castro 5.000. 000 42.500
T« Aupliseienes de Pudabue) 28, 000, CU0 92 .. 500
Seb-total T4 . 500, 600 (w:%)

S s e e te I 40 - ot

B, Direscisn de Vislided K0P
Progecte I (x) E.P. (')

X 30 Pusmtes A5, 000, C00 162.500

2, Nejeremiento deo 4.000
Xn. ( eaninos amtiguoe
Qwe debem sodifiear ourves, pen-~
dientes ote.) 45¢. 000, C00 1.355%.000

5. Pavisemteciéa do 6.000 Xum.®
(Caninos de tiewre eon in-
frsestrueturs liste) 20,000, Co0 8C. 000

8. Mo jeraniente y Penstrasién de 3.0
Ka. esmincs \rsnsversales (peteri-
dades esatablesidas ya per IRCO pa-

re vm tetal do 6.000 Xas. : 300. 000, (00 3.12%.000
n,o m "“ m.-w‘ m.m-m Ts-m
e Camine P. Momtd-Chaitéda A5, 000. 000 162,500
T, aién sens coaidental lagos

de Camtin y Valdivia 160. 000. 000 830, 000
8, Nejersuionte eemine Melipills

aa. M.o‘ 22.500.000 “O”O
R Conine Yeldivis Fto. Niehla 6. 000. LGO A%, 000
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10 Red eaninera provingta de I (E) E.F.(E°)
Coneepeién 35.000.000 117 .%00

11 Eatrada o« Stgo. desde 1a
Panemerigena Ny 8 Logcow _____2(,099_.
TIBLL500.w00 T 10, |
Sub- total . (2,312 ,800)

‘Ce+ Direscién de Obras Portuariss MOP
Proyecte I (E*) B.F. (B*)

de Radisefio del igln de Sn.
Antenio; I'C’o:;.:tén del ma-
leedn Terrets . 15.0¢0,000 67.500

2. Pusrte ¢s Arieca; Placta me-
canisada de embarque de mine-
reles del muave puerto. . 7.50C. 000 48.7%0

3. Paeilidedes portunriss e: WA
oentrel ( Cuintere, Valparafso

Sa. Anteato) 50.C00.000 500, 000
8. Pusrtos de Iloea y Plehilem 500.000 31.2%0
5. fmplizeién Pto. Chacadueo 10.000. 000 35.000

6. Construeeién de un sogundo mue-
lle o prolangnroién del satual
(Pta. Aremes) 18,000, 000 67.500

7 Alternstivas de expansién por-
tuaris on la sena servida por
Antefagasta, Toeopilla, Mejillo-

nes y Taltal, —_— _ 61.500
Sub-total 98.000.000 830.5%00. -

(173,700)

REBUNEN |

X (x°) E.P. (R°)
1.~ Direecién de Asrepuertes ~ T8.500. 000 396.230. -
8.« Direcoién de Vialided 1.1B81.500, 000 10.868.750, -
3.« Direseién de Ubraz Portuaries 98.,000. 000 830.5(. -
TOTAL 1.35h,000.000 12.095,400. «
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AUNEX TT, Page 1 of 9
"xhibit 1, Page ' of 9

May 29, 1967

PURLT, STOTOR IMYESTMEHNT STUNTERS

— e s

I. Formu'ation of Tnvestment Prnicets
The ohiect of this naner is to establish standards for all
those nrojects which will involve construction work or require
the prechase of goo-ds.

The principal purnoses o€ studvine projects are as
follown:

a) T provide information to those who must make an investment
d eision, whether for the contracting of pre-investment
studies or for the execution of the proiect itself,

b) To ensure the succe=s of the nroiect through overall plannine
in all of its asvects - nhvsical, administrative, economic
and socinal,

The basic asnects to be considered in the formulation of
proierts are listed in the form of cuestions in the attached anney.

The developrment of an investment prodect is implemented
in various phases. These nhases are as follows:

i) “dentification - Project identification is normally offected
.t the ministerial level based on studies inspired by the
"inistry to implement its overall policv. The information
needed to take decisinns at this level, vefers, in its
suantitative asoect, more to the marnitude of the problem and
o the extent of the hoped for rolution than to details of
“he nroiect itself, Tt is advisable not to base proiect
~election decisions on mere aualitative information.

[N
.
N

asic Penort - Once 1 nroiect has heen selected, basic data
An the specific project munt be analvzed and compiled by
neans of preliminarv ~tudins, Although these studies shoul?
e as complete as noscible it de not al solutelv necensare at
‘his leve) that the infarmation civen Le completelv accurate,
hor that all muestione are answered, ac lone as the limit-

tione of the information are peinted out,
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BACIC T'OINTS THAT MICT B¥ ANSWEPED WHEN PREPARTING A PRNOJECT

. e — o n e mmmr e = a4 e e m e h = tmm e 4 = e g m e e e e m—

The fnllowing noints are anlicable to all investment
projects. The emphasis on various noints will Aiffer depending
upon the tvpe of projecct.

1. What needs are going teo he fulfilled by the subject project?

a) “or whom does it hove special significance - individuals.
nterprises, reoionh, ~Javernment, economv as a whole?

b) :re there abnormal expenses, abnormal losses, health
syroblems, ete., which will he resolved by the project?

c) '"hat are the htasic causes of axisting nroblems -
sweanization. administration, technical, financial?

d) ‘ow has priority hcen assirned to this proiect - what
eriteria was used? Are theve existing studies?

2. Describe the basic aspccts of the project.

a) ONrganization

i) Which agency is in charge of develonine the project?

—
Pe
~

Which agencv will be in charre of ensuring proner
administration of the nroiect once operations hesin?

ii) Are the responsibilities of the arencv clearlv defined?

iv) Does it have adeauate legal authoritvy?

v) Are its responsibilities beins complied with to date?

vi) What failures or problems of the existing orpanizatiecn
will be increased with the addition of the project if

new measures arc not adorted. TF needed, what meacures
should bhe adonted?

IMCLASSIFITN
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b) Administration

i) “ho will be resnonsible for direction of the proiect?

ii) Are administrative responsibilities quite clear?
1ii) Wwill the Director of the Agency have adequate executive

authorite, budget, personnel?
iv) llow is the Nipector named?

v) Is he resnonsible to a Sub-fecretarv, Minister or
Roard of Nirectors?

c) Technical Considerations

————— - 29+ st e bt e 4 cm——

i) ‘'hat is the Jjustification fer the proiect's size?

ii) Are there nossibilities of sub-dividing the proiject
into separate ctacses of construction or expansion?

iii) The site selection, climate, market, etc., must be
clearly defined and -dustified.

iv) The availabilitv of rower, water and labor must be

documented,
v) A construction schedule mist be prepared.

vi) Construction, eauipment and operational costs must
he documented in detail.

d) Marketing

——— - - ——

i) How will nurchases he made durine the construction
stage?

ii) Yow will purchases be made in the operational stase?

ii1) 7Ts there a market for the nroduct? Justifv vour
conclusion uwith camplete data,

iv) llow wil) nales he effacted? Tnclude a completao
procedural deseription of the sales oreanization,

UMCTLARETFITD
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Y Whar have heer the Findines in relstion +o the selected
proiect?

“hat is the 1mport of the final °o?ut10n°

1) MNoes it satisfv all needs or onlv A few of them?

Y1) Are the crs+r reasonable in relation to other similan
nrnjects?

) Moes the suceenss of tie naroject depend on the success
of another »nroiect not controlled hv the same

authorstv?

") To what deecrce will the income rencrated bv the projact
cempentate for the axnennes incurred in its execution?

“"hat onmmi+m9n1 on behalf af tha anehnmorf are reauirad

..... . eemamia . —— . e

'TT'canwv out tHe nw0ﬂnof°

2)  ™atal ameunt in national and foreion currencv and
annual amount-,

D) Te a subsidv ranuived - if sn, eive full Aetails.

c) Will the execution nf this nwoiect reauirve changes in
government institutions or autonomeus enterprises?

1) Ave tax allevancer beine anticinated as well as new
taxes? T+ tayx Fwoe ztatus belng sousht?

») TIs new lericlaticn reavired by the nroject?
") T= an intcernatinna) aspeemept necensarv?

"hat contrJHn1lonf to the evecution of this nroweot will

s mado e 1nﬂ1v1dna1s,'nw1th9 cnrnornt:on o or others?

e - T e TS e e e c——

AV What evidence exicts that anv of these raptiec want to
participite?

') On the other hand, are there anv incentives te attract
such participation?
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Ave the pronosad ravticinaters aualified financially,
technically and adminictrativelw?

™n whkat form wil' a contribntion be made - equitv,
loan, technical assistance. management?

Will there hv apv comnetition Yetween orivate entities
and the ©+ate?

IINCLASRI®IND
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"AID 1240-2 (11-66)

QIECK LIST OF STATUTORY CRITERIA of 7

fAlliance for Progress)
CHILE--PREINVESTMENT AND FEASIBITITY STUDIES
In the right-hand margin, summarize 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
in which the matter is further discussed. This form may be made a part of the

available document,

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, Precautions that have been or Adequate control will be exercised to
are Belng'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) cr any other poses or any other purpose not essentisl
purpose not cssential to the country's long- +o the country's long-range economicel
range cconomic develojment, development.

2. FAA 8,102, Information on measures taken to Language will be inserted in the Loan
utilize United States Government excess Agreement establishing procedures for the
p%rsona; property In lieu of the procurement yt474ngtion of U.S. Government excess
of new items. property in all cases possible.

5. FAA $.102. Information whether the country The Government of Chile tsakes adequate
permits, or fails to take adequate measures measures to prevent the damsge or
to prevent, the damage or destruction by mob
action of United States proporty. destruction by mob action of United States

property.

4. FAA§.201(d). Information and conclusion on Loan funds are to be loaned st 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. FAA3.251(a). Manner in which loan will This project will promote the country's
promote country's economic development and 1c devel t and tribute t
contribute to the welfare of its people. economic development and contr e to

the welfare of 1ts people by promoting
gound plemning and budgeting management
and by ldentifying high priority capital

6. FAA5.251(b)(1). Extent to which country Investment projects. '

1s adhering to the principles of the Act of
Bogota and Charter of Punta del Este and is

showing a responsivencss to the vital economic,
political, and social concerns of its people,

and extent to which country has demonstrated
a clear determination to take cffective
self-help measures,

UNCLASSIFIED

Chlle i1s adhering to the principles of
the Act of Bogota and the Charter of
Punte del Este.
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10,

11.

12,

14.

15.

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

FAA §,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.

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

FAA 8.251(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.

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

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

and budget management.

FAA 8.251(b)(8). Information and conclusion
on the cxtent to which the activity will
contribute to the ecopomi¢ and political
integration of Latin America,

FAA 8.251(b). Information and conclusion

on availability of financing from other free-
world sources, including private sources
within the United States,

FAA 8.251(b). Information and conclusion
on capacity of the country to repay the loan.

It will
will serve as the basils for future capital

UNCLASSTFIED
ANNEX TIT, Page 2 of 7T

This activity has been found economlcally
and technically sound.

This actlvity has a direct relationship

to other development activities in Chile
sizce 1t contributes to effective planning
and programming which play an essential
part in the long-range objectives.

This loan will have no foreseeable un~
favorable effect gn the
U.S. economy.

Chile 1s a freely democratic country;
it has made considerable progress in
promoting vprivate enterprise during
recent years.

Chile has a very favorable private
investment law and i1s now meking efforts
to improve its internal procedures

to approve individual private investment
proposeals.

This activity will contribute to the
achlevement of self-sustaining growth

by ensuring productive utilization of
exlsting resources through proper planning
t1ls50 help identify those projects which

Investiteivs,

Some of the projects which may result

from studles financed under this loan

may contrlbute to the economic and
political integration of Latin America.

Financing for this activity is not avall-
able from other Free World sources, includ-
ing private sources within the United
States, on feasible terms.

See Annex I of recent Educationsl Sector
Loan Paper.

UNCLASSTFIED



16.

17,

18.

19.

20.

21.

22,

23,

FAA §.251(b). Info'mation anc conclusion
country's efforts t» repatriatc :apital
invested in other countries by its own
citizens,

m and conclusion ~n
ropaynient.,

FAA 8.251(b). Info-r!
reasonable prospect {

FAA 8.251(e). Infermation and conclusion on
availability of an application together with
sufficient information and assurances to
indicate reasonably that ‘unds will he used
in an cconomicaily md <¢ ically cound
manner.

FAA £.252(¢). Infc-mation and conclusica
on us¢ of loan to 2sisist in promoting the
cooperative movement in Latin America.

FAA §.251(h). Information and conclusion
on whether the activity is consistent with
the findings and rvcommendations of the
Inter-American Comittee for the Alliance
for Progress in it: review of national
uevelopment activities.

FAA§.252!a2. Total amownt of money under
oan which 1s going directly to private
enterprise, is going to intermediate credit
institutions or other borrowers for use by
private enterprise, is being used to finance
imports from private sources, or is other-
wise Leing used to finance procurements from
private sources.

FAA 8.28]1. Extent :o which the loan will
contribute to the objective of assuring
maximun participation in the task of economic
development on the part of the people of the
developing countrics, through the encourage-
ment of democratic private and local govern-
mental instituiions.

FAA §.601(a). Information and conclusions
wincther Joan will cencourage efforts of the
comntry to: (a) incrcasc the flow of inter-
national trade; (b) foster private initiative
and competition; (c) encourage development
and usc of cooperatives, credit unions, and
savings and loan associations; (d) discourage
monopolistic practices; (¢) improve technical
cefficiency of industry, agriculture, and com-
merce; and (f) strengtien free labor unions,

UNCLASSTFIED
ANNEX IIT,Page 3 of 7

Chile is makx’'n~ reasonable efforts
to encourage revatriation of caplital
-veated in other countries by 1ts own

Vel
citlzens
R el D e

It appears reasonably certain that the
Borrower wlll be willling and able to
repay the loan.

The Borrower has made an application for
loan-funded assistance in this activity,
and A.I.D. hes received sufficient in-
formation and assurance So Indicate
reasonably that funds will be used in en
economlcally and technically sound manner.

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

This activity is consistent wlth the
findings and recommendatlons of the
Inter-American Committee for the
Alliance for Progress in its review of
national development activities.

All loan funds are being made avallable
to the Host Government; however, sub-
stantially all funds will be used by the
QOB for study contracts with private
consulting firms,

The projects which should develop from the
studies funded under this loan will mske
an important contribution to the obJective
of assuring maximum particilpation 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 benefits of this project wlll encourage
efforts of the Borrower to Increase the
flow of international trade, foster

private initiative and competition, and
improve the technical efficlency of agri-
culture, industry and commerce.

UNCTASSTFLED -
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24,

25.

20,

27.

29,

30.

31.

FAA 8.601(b). Infsrmation and conclusior on
now the Toan will :ncourage U. . private
trade and investmeat abroad and how it will
encourage private . 5. particiratiorn in
foreign assistance vrograms {including use of
private trade chan els and the services of

U. S. private enteprise).

FAA §,601(d). Conlusion and supporting
information on com liance with the Congres-
sional policy that cngincering and profes-
sional services of I, . fimms and their
affiliates are to o used in connection with
capital projects to the maximum extent con-
sistent witn the national interest,

FAA §,002. Inform:tion and conclusions
whether loan will jermit American small
business to partic:pate equitably in the
furnishing of good: and scrvices financed by
1t,

FAA §,604(a); App.3.108. Compliance with
restriction of comodity procurcment to

U. S. except as otierwise determined by tie
President and subjcct to statutory reporting
requirenents.

FAA §.004(b). Compliance with bulk commodity
procurement restriction to prices no higher
than the market price prevailing in the U. S.
at time of purchasc.

FAA §,004(d). Compliance witn requirement
that marinc insurance be purchased on com-
modities if the host country discriminates,
and that such insurince be placed in the
u. S.

FAA §,6U4(e). Compliance witn requirement
that funds not be used for procurement of
any agricultural commodity or product thereof
outside the United States when the domestic
price of such commodity is less than parity.

FAA §.011(a)(l). Information and conclusion
on availability of engineering, financial,
and otiier plans necessary to carry out the
assistance and of @ reasonably fimm estimate
of the cost of the assistance to the United
States.

FAA 8.011(a)(2). >ecessary legislative action
required within recipient country and basis
for rcasonable anticipation sucn action will
be completed in time to permit orderly
accomplishment of purposes of loan.

UNCLASSIFIED

ANNEX III, Page 4 of 7
Private sector participation in this
oroject will be substantlal as almost
all of the loan funds will be used for
svudy 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 studles to be financed by

thils loan.

Will be complied with.

Any commodlitles flnanced by the loan and
purchased in bulk will be purchased at
prices no higher than prevalling U.S.
market prices.

Will be complied with.

Will be complied with.

Necessary planmning has been completed

and reasongbly firm cost to the United
States of the actlivity to be financed

has been obtailned.

No further legislative action in chile
1s required for implementation of this
project.

UNCLASSTFIED






41.

42,

43,

44,

45.

46.

47.

48.

49,

FAA $.620(e) (1). I assistance to the
govermment of a cow try, extent to which it
(including govenune: t agencies or subdivisions)
has, after January , 1962, taken steps to
repudiate or nullif contricts or taken any
action which has the effect of nationalizing,
expropriating, or otherwisc seizing ownership
or control of prope:ty of U, S, citizens or
entitics beneficial:, cwned by them without
taking appropriate : teps to discnarge its
obligations.

FAA B.620(f); App.§ 109, Compliance witi
prohibitions agains: assistance to any
Conmunist country,

FAA §.020(y) . Compliance with prohibition
against use of assi:cance to compensate
owners for exproprioed or nationalized
property.

FAA §.020(h). Compliance witn regulations
and procedures adopl +d to insure against use
of assistence in a »umer which, contrary

to the best interest: of tne U, 5., promotes
or as.:sts the forei aid projects or activ-
ities of the Corwmunist-Uloc countries.

FAA 8,020(i). Lxistence of determination
that th¢ country is engaging in or preparing
for aggressive milit uy efforts,

FAA 8,020(i). Infornmation on representation
of thc country at any intemational conference
when toat representartion includes the planning
of activities involviip insurrection or sub-
version against the i, S. or countries receiv-
ing U. S. assistance.

FAA 5.020(k). If coustruction of productive
enterprise where agyregate value of assistance
to be fumished by U. S. will exceed $100
millior, identificat:on of statutory authority,

FAA §.620(1). Consi:eration which has been
glven to denying assistance to the government
of a country which ater Lecember 31, 1966, has
failed to institute :‘he investment guaranty
prograr for the spec {ic risks of inconvert-
ibility and expropriation or confiscation.

FAA §.620(n); App.lu”(hb) and 116, Compliance

with prohibition aga mSt assistance to cowntries

which traffic or periit trafficking with North
Viet-Nuanm,

UNCLASSIFIED
ANNEX TII, Page 6 of T

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 menner which promotes
or assists forelgn aild projects or
activities of the Comunist bloc
countries.

Chile 1s not engaging in such efforts.

There 1s no informstion to the effect that
Chile has been reprecented at any intur-
national conference when that representa-
tion Includes the planning of activities
involving insurrection or subversion
against the Unilted States or countries
recelving U.S. assistance.

Not applicable.

Not appliceble-~bllateral treaty in force.

Chile 1s not glving assistance to
countries which traffic or permit traffick-~
Ing with North Viet Nam.

UNCLASSIFIED
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(d)

(

{3}

)

UNCIASSIFIN
{ IV, Page 2 of 2

to seven nhundred and i fty thousand dollars ($750,000) of
loan funds may be used to finance preinvesiment and
and [easibility studic: for the private sector,

If satisfactory iuplencniing arrangerents are made, up

v

None of the lonn funds way be used 0 Tinance Housing and
Urbarn Develozacnt studies.

Tne .oan shall be subject to such other terms and conditions
o
as A.I.D., may deewn advisable.



