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Washington, D.C. 20,23

AID-DLC/P-9l, REVISED

June 18, 1970

MEMORANmM FOR THE DEVELOPMENT LOAN COMMITTEE

SUBJECT: Botswana - Sbashi Project

Attached are ~he recommendations for authorization of a
loan in an amount not to exceed $6,500,000 to the Government of
Botswana for relending to the Botswana Water utilities Corporation
(WOC) to finance foreign exchange and local currency costs for
procurement of water pipe, valves, fittings and related commodities
and services, to be utilized in the construction of the water
transmission line portion of an infrastructure .project in support
of a mining operation in Botswana.

This paper has been classified LIMITED OFFICIAL USE at
the request of the Bureau for Africa.

This loan proposal was discussed by the Development Loan
Staff. Committee at a meeting on Wednesday, June 17,1970.

Rachel C. Rogers
Secretary
Development Loan Committee

Attachments:
Summary and Recommendations
Project Analysis
ANNEXES I-X
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SUMMARY AND RECOMMENDATIOI'

BOTSWANA - SRASHI PROJECT

1. Borrower: Government of Botswana (GOB)

AID-nte/P-915
Jqne 18, 1970 REVISED "

. .
2. Amount: $6,500,000

3. Loan: A. Maturity: Forty (40) years, including a ten-year grace
period•

B. Interest:' 2% per annum dur'ing the grace pe:r;iod, 3'10
per annum thereafter.

C. Repayment: . Interest and principal payable in U.S.
dollars.

4. Financing Plan: (milliqnsof dollars)

.,

IBRD
Canadian International Development Agency
Denmark
A.I.D •
GOB (from U.K. grant)

Total

24.7
16.9
2.7
6.5

.8 .
5L6

, -5. Project Description: The project consists of the construction 'of
infrastructure facilities to support a proposed copper/nickel
mining development in northeast Botswana. The infrastructure Will
consist of power, water, and transport facilities, together with
a m~ning township and medical facilities •.,

\6.
I

Purpose of,the Loan: To finance the U.S. and local costs of a,
contract to supply pipe (including valv~s, fittings and specials)
of a 'water -transmission line. Because of its limited bUdget position,
the GOB is not making a contribution to the A.I.D. segment of
the project.

I
, ;.

\
\
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7. Project Justification: The project is a prerequisite to the
exploitation of the known mineral resources which will provide
an important source of general income and government revenue '
contributing towards Botswana's development. . '

8. Export-Import Bank Clearance: Received April 2, 1970

9. COWltry Team Views: ,The COWltry Team strongly supports this project.
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lO~ Conditions: 1) Establishment of a vlater Authority' or some similar
governmental body in which responsibility and control for the
Shashi Project water system will be vested. 2) Prior approval by
A.I~D. of the terms of the GOB sub-loan of the A.I.D. loan to the
governmental body responsible for the Shashi water system.

11. Recommendation: Authorization of a loan to the Government of
Botswana of $b,500,OOO in accordance with the draft authorization
included as AnnexX•

CAPITAL ASSISTANCE COMMITTEE MEMBERS

Capital Development Officer: . AFR/CDF: Peter J. Bloom
Counsel: GC/AFR: Charles Gladson

Engineer: . AFR/CDF: Charles Thompson
Desk Officer: AFR/ESA:. Franlt Scordato

AFR/CDF,PJBloom:vlh:6/5/70
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I. INTRODUCTION

BarSvlANA - SRABill PROJECT ,--
AID-DLC/P-91,
June 16, 1970 REVISED,

I,
, \

A. Description. The Shashi project consists of the construc­
tion of infrastructure facilities to support a copper/nickel mining
development in northeast Botswana. The infrastructure will consist
of power, water and transportation facilities together with a mining
township and medical facilities. A"I.D. proposes to finance as a
separate component of the project the supply of pipe and valves for
the water transmission. line which will run about 50 miles from a dam
to be built at Shashi to the m~ining operation and township at Pikwe.
(See MAP, Annex III, Figure 1.)

B. Background. Botswana is an arid landlocked country in
southern Africa with a population of about 630,000 and an area of
some 232,000 sq,uare miles" It is "bounded by Rhodesia, Zambia, South
Africa and South West Africa. The economy is based on cattle raising'
and subsistence agriculture. Industry is virtually non-existent apart
from an abbatoir and meat canning factory in the south. The principal, .
export is beef and its by-products which account for over 90% of the
total. In 1966, the G.N.P. was estimated at $55 million and per capita
income at $95.

Bamangwato Concessions Ltd. (BeL, a mineral exploration:
company which is to become the mining company) commenced a mining
exploration operation in 1960 in the Selebi-Pikwe and Matsitama area,s
of northeast Botswana. Copper/nickel deposits of about 28 million
tons were subsequently proven in the Selebi-Pikwe area with a further
probable re serve of about 12 million tons. Reserve s of about 8 million
tons were proven in the Matsitama area.

In 1967 the United Nations Development Program (Special.
Fund) granted the Government of Botswana (GOB) $357,000 (later increased
to $361,800) to carry out a feasibility study of power, water and
transport facilities needed to support the development of the copper/
nickel mining project. The IBRD (hereinafter called the Bank), acting
as the executing agent, engaged the British firm of Sir Alexander Gibb
and Partners (Gibb) as consultant to undertake the required study.

The consultant's report was distributed in January 1969 and
a supplementary report, taking into consideration a later decision by
BeL to refine the copper/nickel matte outside Botswana and to defer,
development of the Matsitama deposits, was distributed in July, 1969.
The town planning report for Pibre township, which was financed by the
United Kingdom, Ministry of Overseas Development and also prepared by
Gibb, was distributed in January, 1969~ A report on the health aspects of
the project was prepared by the World Health Orgm1ization (WHO).

-1-
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The GOB asked. the Bank to assist in -financing the infrastruc­
ture project and to talte the leading role in contacting other possible
donors in order 'to obtain i-\CJ.l final'1cing :rot' 1ihe project.

In order to meet BCL's timetable to comm~nce mining operations
in February, 1973, it was necessaxy to commence engineering design and
construction of essential preliminary works prior to final arrangements
on financing the overall project in order to ensure that the necessary
power, water and transport facilities vTould be available by that date.
Accordingly, IDA and the GOB signed an IDA credit in December, 1969 in
the amount of $2.5 million to cover 100% of the cost of these services
and works.

A.I.D. first became involved in this project in December,
1966 when a d.elegation from the GOB requE:lsted AoI.D~ to finance a pre­
investment survey for the Shashi Project. At that time A.I.D. advised
the GOB that legislative restraints prevented A.I.D. from fully financing
the project, but that AoI.D. could share in the financing with other
donors. As indicated above, this vTas ultimately undertaken by the UNDP
without A.I~D. participation.

At a meeting between Seretse Khama, President of Botswana
and the Secretary of State on April 2, 1969, the Shashi Project was
once again discussed.. Khama was advised that the U.S. was interested
in participating in the financing of the project and upon being approached
by the Bank, would. consider how U.S .. assistance could be provided. The
U.S. again expressed. an interest in participating in this project during
an April, 1969 meeting between the A.. I ..D.. Deputy Assistant Administrator
and the G:0B'S Permanent Secretary, Ministry of Development Planning.

During the latter part of 1969, A.I.D. had a number of
discussions with the Bank on possible approaches for A.I.D. participation

'. in the project. A.. I.D. revie'\'Ted the Gibb feasibility study and
concluded that it could best consider financing the water transmission
line, a type of project similar to others that A.I.D. had financed in
Africa. The Bank was advised accordingly and. in February, 1970, a
delegation from the GOB met with A.I.D. to discuss the possibility of
A.I.D .. financing the water transmission line. On March 17, 1970, the
GOB made formal application forA.I.D. assistance on this project.

C. Borrower. The Borrower is the GOB. The GOB is severely
limited in staff and expertise to administer a multipurpose project of.
this nature. In recognition of this situation the GOB will establish
a management unit to administer the construction of this infrastructure
project. Steps are now being taken to recruit suitable staff for
the management unit with the assistance of a management selection
agency. The accounting and junior staff requirements will be met by

. ~ ..
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means of secondment of staff from government offices. The unit will
operate as an independ.ent unit l.md.er the Hinistry'~of Development Planning
with liaison to the GOB's governmental structure through a Project
Coordinating Officer.. This person is an ex-GOB official who has been
engaged on the pra,j ect r.ince the connnencement of the feasibility study
and has been appointed by the Brolk on contract and. loaned to the GOB.
He will be attached to the Ministry of Development Planning.

Concurrently with the f'onnation of the management unit the
GOB plans to establish national pm-rer and water authorities which will
be designated respectively the Botswana Power Corporation (BI~) and the
Water Utilities Corporation (\iUC). The BPC and WUC will be responsible
initially for the operation of the Southern Botswana power and water
facilities only (Gaberone and Lobatse).. The pow'er and water facilities
included in the infrastructure project will be handed over to these
authorities for operation after commissioning.. The GOB has asked for
Canadian Tecr..nical Assistance to help with the formation and organization
of the two authorities and a progrmll of training for operating staff.

As and when completed. other aspects of the infrastructure
project (township, hospital, health center, road and rail facilities)
'will be handed. over to the appropriate GOB Ministry. On completion of
·the whole 'project, the management unit will be dissolved.

D. Relati.onship of the Pro,j ect to A.I.D .. r s Obj ectives in Botswana.
IThe objectives of our aid program to Botswana are contained. in the
Secretary of State's policy statement of March 26, 1970 concerning "U.S.
and Africa in the 1970's." In support of our general stand for peaceful
and. evolutionary advance tOvTard the goals of racial equality and self­
d.etermination in Africa and to help free the smaller independent states
south of the Zambesi from the predominant influence of minority-dominated
states adjoining and surrounding them, the U.S. will seek, in cooperation
,with other donors, to provide alternative sources of assistance to
'these states toward their development. The proposed. proj ect, by
exploiting .the country's y_~own major mineral resources and providing an
important source of general income and governrr~nt revenue, will contri­
bute si.gnificantly towards Botswana's development and self-sufficiency.
In its design, emphasis has been given to the use of local sources Qf
power as well as other features of self-reliance vis-a-vis South Africa.

Botswana is part of the South African customs and· monetary
area; it has no central bank. and its banks are administered from South
Africa. These arrangements and the cOUD.try's geographical position link
it closely to d.evelopments in South Africa~ vlhile accepting the economic
ties as to a large extent unavoidable, the GOB is anxious to reduce its
dependence on South Africa wherever possible. It has been engaged in
negotiations with South Africa with a view to improving the country's
position under the Customs Agreement and is keeping the monetary arrange-
ments under review. .

JSn£E~1S:B 6FnClil:9':s YSE
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The projec~ 1S particularly consistent with our general
strategy in that the U.S. is participating on a 'multilateral basis in
its financing as one of several donors, with the Bank taking the lead
in providing project financing and coordination. .

E. Export-Import Bank Clearance Q The Export-Import Bank
concluded on April 2, 1970 that the project was more appropriate for
A.I.D. financing •

.II • TECHNICAL ANALYSIS

A. Provision for Design, Procurement and Construction. The
detailed design, plans, specifications and contract documents for the
water transmission line (including valves, fittings and specials) will
be prepared by Gibb, the consulting firm which is also handling the
design and supervision of construction of all other features of the
project. Americ~~ Water, Works Association specifications will be used
throughout.

It is anticipated that reinforced concrete cylinder pipe
(prestressed.) will be supplied by a U.S .. firm which will set up a
plant in Botswana and manufacture the pipe on the project site using
U.S. steel and cement and local aggregate. However, bids will also
be invited from U.S. suppliers for cast iron, ductile iron, steel and
asbestos cement as alternate materials to d.etermine the lowest price
for the pipe. Firms will have to prequalify to be eligible to bid
and a prequalification notice has been pUblished.

Inspection of the pipe, if reinforced concrete, will he
performed (as manufactured) by Gibb in Botswana. If a proposal to
supply pipe made from one of the alternate materials is selected,
inspection will be mad.e at the nominated U.S. manufacturing facility
by a duly authorized representative of the Gibb firm.

The contract for the supply of the pipe will be a fixed
unit price contract. The schedule calls for issuance of bids in
mid-July, 1970, a contract to be awarded'in September, and full
delivery to be completed by June, 1972.

Laying of the pipeline will be accomplished under a
separate contract from the pipe procurement.' Financing of the
installation contract will be from proceeds of the Bank loan and
inspection and supervision of construction vall be by Gibb.

See Annex IiI for additional technical details of the
complete infrastructure project.

~ orne i At::t1SE
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B. Technical Soundness. The preliminary plans for the project
as prepared by Gibb have been reviewed and are satisfactory. The cost
estimate is as follows:

Estimated Project Costs
(millions of dollars)

Foreign Local Total~..--
Power Station and Transmission 13.84 1.55 15.39)
Water Supply 8.93 2.90 11.83~

Transmission line (with valves and
fittings) 4.90 .90 5.80

Installation of transmission line
and pumping station .35 .89 1.24

other 3.68 1.11 4.79
Transportation 2.06 0.77 2.83"
Township and Hospital 8.06 1.89 9.95"
Contingencies ~8 1.04 5.02 ~

Subtotal 3 .87 8.15 45.02 ::
Administration and Training 0.10 0.60 0.70"
Engineering (including $1.2 million 3.32 0.41 3.73'

refinanced. from IDA credit)
49.45Total Construction Cost 40829 9.16

Interest during Construction 2.21 - 2.21
GRAND TOTAL 42.50 9.16 51.66

The estimate includes provision for the cost of salaries,
wages and administration of the project during the construction stage,
for the operation of the Pikwe township services during construction,.
for staff training and for.the operation of the power and water
facilities for the six month period immediately preceding commissioning
d\1Ting which the proposed statutory authorities would be building up:
their staffs. (See Annex IV for a more detailed cost estimate.)

The Gibb report specifies the following lengths of pipe
for the trunk main:

Diameter Material Length

24" Concrete cylinder pipe 10.8 miles
2t' Asbestos cement 11.9 miles
31" Asbestos cement 27.0 miles

Since the AID-financed pipeline will be supplied by a U.S. contractor
and 27" and 31" pipes are non-standard in the U.S., these'two sizes
will be replaced by 30" pipe. This substitution is·acceptable since
the head loss in the equivalent length of 30" pipe is slightly less

,,: . .,. "
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than combination of the 27" and 31". The estimated cost of the pipeline,
valves, fitting~ and. specials is $5.8 million. The foregoing cost
estimate is based on preliminary cost estimates of several potential
suppliers. This estimate is considered reasonable as compared with bids
received on a previous A.I.D.-financed project of a similar nature.
Allowing a 12% contingency factor, a loan of $6.5 million will be required.

After a review of the Gibb reports and of an appraisal
report and analysis by the Barut, it has been determined that the project
is technically feasible, that a reasonable firm cost estimate is avail­
able and that the project meets the technical requirements of the Foreign
Assistance Act of 1961, as amended.

III. ECONOMIC ANALYSIS

The infrastructure facilities to be financed under this project
are essential to support the copper/nickel mining development at
Selebi-Pikwe. At present there is no mining industry nor any form of
industrial activity in the area to be developed and no existing infra­
structure. The justification of the infrastructure project, therefore,
is inextricably linked to the miniI?-g project and the benefits it is
expected to bring to the Botswana economy. The water-transmission line
to be financed by A.I.D. is an integral part of the whole infrastructure
project. It is not practical to make an independent economic study of
the pipeline, for its economic feasibility is dependent on the
feasibility of the project as a whole.

A. Mining Proj ect

1. Description. The mining operation will be conducted
by BCL which is presently an exploration company ,holding prospecting
rights in certain areas of Botswana. The GOB and BCL have agreed that
BCL will become a mining company and receive a lease to develop the
S'elebi-Pikwe ore bodies in return for which it will give 15% of its
shares to the GOB without other charge. There is a significant U.S.
interest in BCL through the majority shareholding of Botswana Roan
Selection Trust, Ltd. (BRST), a company virtually all of whose shares
are owned directly or indirectly by American Metal Climax, Inc. (AMAX)
and individual American shareholders. The additional capital will be
obtained through a long-term loan to BCL by a consortium of German
banks headed by Kreditanstalt fur Wiederaufbau (KFW) and through a
rights offering to the shareholders of BRST, said offering to be ,fully
underwritten by AMAX.

The, ore will be treated in a conventional crushing
and concentration plant to provide material for smelting. Water for
stemm generation, ore processing and for the mining township will be
delivered from Shashi Dam 50 miles distant through a 24"/30" pipeline.

, .~.
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This same source will also provide water for Shashi siding, Tonota and
Francistown. Electricity vrill be generated. at Pikwe mine (60 MW) using
coal mined at Morupule located about 60 miles southwest of Pikwe. The
coal will be hauled by road for a distance of 7 miles to the nearest
railhead (Palapye). From that point it will go on the main rail line
to Seruli (40 miles). Thereafter it will be shipped on a new railway
spur which will be constructed from Seruli to Pikwe (37 miles). Elec­
tricity from the Pikwe power plant will be transmitted by a single
circuit 66 KV line to Shashi Dam (for pumping) and on to Francistown.

At Pikwe mine the "flash smelting process" will be used
to produce copper/nickel matte with sulphur as a byproduct. A sizeable
amount of waste heat steam will be produced from the sulphur recovery
process. This will be delivered to the electric generating plant
thereby reducing the consumption of coal accordingly. The sulphur will
be sold to South Africa and delivered by rail. The matte will be shipped

. to Port Nickel, La., where it will be further refined in a plant owned
by AMAX. The contract was awarded to AMAX following competitive bidding
and contains sufficient provisions to ensure an "arms length" relation­
ship between the closely related companies. The refined metals (copper,
nickel, and cobalt) will be shipped by boat to the Federal RepUblic-of
Gerniany for sale under ,a long-term contract. Section III.A.3 below
presents details on the marketing arrangements. (Also see Annex V
for a flow diagram of the mining operation.)

2. Project Costs~ The estimated cost of the mining project
is as follows:

. Millions of Doliars

Exploration to end of 1969
Exploration after 1969
Engineering
Pre-production costs 1970/73
Mine equipment and development
Concentration plant
Smelter plant
Ancillary services
Housing
Cost of capital issues
Price escalation
Physical Contingencies

Total
Interest during construction

TOTAL

$10.5
1.5
6.5
8.4

14.0
5.6

17.8
5.3
5.5
0.4
9.8
4.2

~89.5

~
$100.0

The above estimate based on BeLl s calculations is
considered by the Bank to be accurate and reliable. An additional $3.22
million included in the aboveeestimate was added by the Bank to account

L!lHBB QfP:rSIidi H8&
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for estimated higher costs of salaries during construction, added admin­
istrative expenses and of the smelter. Costs for the mine and plant were
estimated by BeL from d.etail drawings and independently corroborated bY'
Eechtel Co., a U.S. construction firm. Housing estimates were based on
quotations from building contractors in Botswana. A contingency of 10%
is allowed for plant, equipment and engineering and 5% is included fo!
price escalation.

3. Sales Market and Prices. BeL will sell two-thirds of
its nickel and all of its copper under a l5-year contract to
Metallgesellschaft (MG) of Germany. This sales contract will provide
security for the KFW loan to BeL. The remainder of the nickel will
also be sold in Germany but for BCL' s own account. The price basis of
the BCL/MG contract is the price at which major producers sell in the
Federal Republic of Germany; in the case of nickel this is presently the
price of the International Nickel Company of Canada, Ltd., and in the
case of copper.a price equivalent to that of the London Metal Exchange.

There is some uncertainty concerning the long-term
price outlook for nickel and copper. BCL has assumed a long-term price
of $1.30 per lb. for nickel (including a 2¢ per lb. freight charge to
Germany) which represents the current price. The Bank has used this
figure as an upper level for purposes of appraisal. The Bank indicates
that while the price should remain at this level through the mid-70s,
large new mines are expected to come into production at that time which
could lead to a softening of the price. Accordingly the Bank also made
an appraisal using a nickel price of $1.30 at the beginning of
operations (1973) reducing gradually to $1.10 ·over five years. It was'
considered highly improbable that the price could fall below this lower
level in the foreseeable future.

In the case of copper prices BeL has used a long-term
\' estimate of $.50 per lb. which is below the present producer level of
, $.70 per lb. The B8nk. used the $.50 per lb. as an upper level figure

for appraisal purposes, and used a figure of $.43 per lb. as a lower
level which is the figure used for other recent Bank group mdning
projects based on projections of increased copper supply.

The cobalt and sulphur prices used by BeL, which are
.$2.38 per lb. and $30.80 per short-ton respectively are considered
reasonable by the Bank. The former prices are guaranteed in the AMAX
refining contract and the latter has been established during BeL's
recent negotiations with South African purchasers with whom long-term
contracts are now being arranged.

4. Financial Projections. The following table sunnnarizes
the financial projections based on BeL's estimate of price and based
on alternative lower price figures as estimated by the Bank. These

LIIH!i3B BFFiS:r1tL bBg
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are shown more fully in Annex VI.

~

CASE I
(lower level metal prices)

,197
f

d-.212 1985 1988
millions of' dOlla.'r'i)

1989-99

Net Sales 2.48
Operating Cost 12.66
Taxes &Royalties to GoB!!
Dividends

CASE II
(upper level metal prices)

Net Sales . 6.92
Operating Cost 13.68
Taxes' & Royalties to GoBh!
Dividends

57.29 54.53
43.02 41.27
2.19 2.25
9.80 2.52

61.26 63.27
42.78 41.10
3.10 3.73

14.00 11.17

42.62 43.81
33.80 33.24
1.86 4.96

. 7.00 5.74

49.42 50.82
33.92 33.39

6 .. 90 7.76
9.10 10.22

. 43.81
33.24
4.96
5.60

50.82
33.39
7.76
9.66

Based on the projections summarized above, the Bank calculated
the internal rate of return (IRR) of the mining development to range from.
11.7% to 17.4%. Costs are treated as capital costs and operating costs
includ.ing refinery charges and replacements while the benefits are the
sales revenues. The upper rate represents a reasonable assumption .that
shareholders, inclUding the GOB, could expect in trying to determine the

,I

'financial return that the mining project could~ield. The lower price
level may be considered more prudent for a lenqer in order to dete~ine .
the ability of BCL to adequately service its debt even under less .
favorable circumstances.

5. Conclusion. The Bank calculated the IRR required to m~et·

(all BCL's costs including service of loans but excluding dividends'on
'the equity at 5.3%. Nickel and copper prices that would result at ;this

.: breakeven point would average 95¢ per lb. and 37¢ per lb. respectiyely.
It is highly unlikely that the price of the metals could fall to these

. levels. Accordingly, even at an IRR of 11.7%, the mining project is
viaple and profitable. In view of this and BCL's willingness to proceed
~plus the considerable benefits to Botswana (to be discussed) the mining
!project provides adequate justification for the construction of the'
associated infrastructure.

million
r't '.' 11 Includes· minimum guarantee of $1.05/per annum under royalty payments.

. .
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B. Infrastructure Project

1. Description~ The infrastructt~e project will provide
power, water, transport, township and medical facilities to support the
mining proj ect.,

a. Power. A 60 megawatt (MW) power station comprising
four 15 MW units will be located at Pikwe. The power station will operate
primarily on local coal mined at Morupule which is about 69 miles south
of Pikwe, but in addition will be designed to make use of waste heat
steam from the mining company r S smelter. The Anglo-American Corporation
will install the coal mining facilities at its own expense and recover
the cost through the price charged for coal. A 66 kilovolt (kv) single
circuit transmission line is to be erected from Pikwe to Francistown via
Shashi to supply the water pumping load at Shashi and to provide a bulk
supply of electricity to Francistown.

b. Water Supply. The water facilities will comprise
an earth dam on the Shashi River creating a reservoir just northeast
of Shashi from which a pipeline approximately 50 miles long (the A.I.D.­
financed segment of the project) will be constructed to deliver 7 million
imperial gallons per day (IMgd) to the mining area. A primary water
treatment plant will be built at Shashi, together with pumping stations.
At Pikwe, there will be a filtration plant for water to be supplied
to the town, reservoirs, distribution and other ancillary works. See
Annex III, Figure 3 for an estimate of the demand for water.

c. Road.s and Railway. Road works comprise a gravel
road between Seruli and Pikwe, a distance of about 37 miles, and the
upgrading of 46 miles out of the 52-mile Seruli-Francistown road to
gravel standard. The railway will compri se a 37-mile spur from, the
main line at Seruli to Pikwe.

Coal will be transported by road from the coal mine
at Morupule to the railroad, a distance of 7 miles. It is presently
proposed that this road will ~e constructed and the transportation
equipment provided by the Anglo-American Corporation which will mine
the coal. It is possible that' after further examination of the
proposal, the GOB may conclude that an alternative which is a 7-mile
rail spur would be the most economic solution. In this case, the cost
of the infrastructure project and the proposed Bank loan would be
increased by about $250,000.

•

r

provide housing
with the mining
be located some
be designed for
25,000 by 1980.

d. Township and Medical Facility.. Pikwe township will
and other services and social facilities in connection
development and infrastructure project., It is to
2 miles 'from Pikwe between Pikwe and Selebi and will
an initial population of some 10,000, growing to

.~ .
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The principal medical facilities comprise a 48-bed
township health center at Pikwe and a 350-bed hosp~tal located in:
Francistown to serve Pikwe and other locations in nOrtheast Botswana.

One of the township service reservoirs, temporary
treatment plant, pumping equipment and part of the local township' water
distribution system all of which are required during the construction
stage are being financed by the GOB thl~ough a U.K. grant-in-aid. The
estimated cost of this work is $830,000.

BCL will provide the financing and be responsible
for the erection of housing for the use of its personnel. The cost
which is estimated to amount to $5.5 million has not been included in
the infrastructure project.

2. Financial Structure of Infrastructure Facilities

a~ Power and Water Corporations. The power and water
facilities constructed under the infrastructure project will be turned
over for operation to a Botswana Power Corporation and a Water Utilities
Corporation which the GOB proposes to establish. The Bank intends,
during negotiations, to obtain GOB assurance that these corporations
will be required to maintain separate accounts for the operation of the
project power and water facilities. The Bank will seek covenants :in
a form of an undertaking which the corporations, after their formation,
would give to the GOB for submission to the Bank, and which would;
include agreements on maintenance of separate accounts, a minimum:rate
of return, aUditing of financial statements, debt limitation, insurance,
sound management, cooperation and exchange of information with the:
Bank. Such procedure will be satisfactory to A.I.D. as assurance of
the proper establishment and operation of these corporations.

The Bank has included in its financing provision
for administration and training for the proposed Water Utilities
Corporation. About 50 positions are contemplated including 7 to 10 at
a senior staff level to be headed by an Engineer-Manager. It is
proposed that the Engineer-Manager be employed. about one year prior to
the commissioning of the water system with the ad.ditional personnel to
be added over the course of the following six months. It is expected
that the full staff complement of the WUC will be employed for training
purposes during the six months prior to commissioning. The Bank will
fund the staff and training activities until the water system goes
into operation, and begins to earn revenues. Training is to take place
at the existing Gaberone/Lobatse water system which is believed to be
adequate for this purpose.

In addition to the above, the Bank will finance
management consulting services to assist in the organizational planning
and preparation of an accounting system for the WUC. These services

'. 'I
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will be available prior to the commissioning of·the water system and
will extend for a period (not yet determined) after the water system goes
into opera.tion.

A.I.D. has reviewed the provision being made for the
establishment and operation of the proposed WUC and is satisfied that
adequate steps are being taken for the operation of the Shashi wate~

system.

The Bank has also prov~s~on in its financing for
administration and training for the proposed Power Corporation. The GOB
has asked the Canadian Government for technical assistance in the
selection of staff and the introduction of a training program.

. The GOB will re-lend the funds from the Canadian,
Bank and A.I.D o loans to the' Power and Water Corporations. The Bank
'projects that the GOB's re-lending terms wili be at 8~ repayable over
25 yea:rs.As a condition of the loan, A.I.D. will require its approval
of the re-lending agreement to the WUC.

The principal customer for both power and water will
be the m~n~ng company, and the Bank will require the GOB and BeL to
conclude long-term sales contracts which the GOB will assign to BPC
and WUC when these corporations are formed. The Bank intends these to
be signed as conditions' of effectiveness of the Banlt loan. These sales
contracts will also be a prerequisite to any disbursement under the
A.I.D. loan.

The terms of the power and water sales contracts
have not yet been negotiated. It is expected that BCL will commit
itself to take and pay for a stated quantity of power and water per yea:r
for a period of 25 years which is the approximace life of the mine based
on proven and probable reserves. The contract will provi9-.e that the
price to be paid by BeL for water will be determined on the basis'of
amortizing actual construction costs and operating costs including a
rate of return on gross fixed assets expected to be 9-lO%~ The sales
price will be subject to annual review and adjustment to reflect the
actual operating costs of the corporations. A.I.D~ has held meetings
with the Bank and will continue to consult with the Bank and the GOB
on the final establishment of the rate structure of the WUC, but will
generally let the Bank take the lead in these negotiations.

b. Townshi Health and Has i tal Facilities. The GOB
and BOL have tentatively agreed that 75 0 of the IIcommon costs It of the
Pikwe Township will be charged to BeL and that BeL will repay these
costs to the GOB on an annual annuity basis at 8% interest over 25 years •.

..,
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This will mean an annual payment to the GOB of/about $284,000. The Bank.
is suggesting that in light of present interest rates, the interest rate
should be no less than 10%. This will provide an annual payment of
about $335,000. The Bank will require an agreement between BCL and the
GOB with respect to payment of cammon costs of the township satisfactory
to it prior to the effectiveness of the Bank loan. The remaining "common
costs" of the township, presently estimated at about $1.0 million are
allocable to the central government, the township government, the Power
and Water Corporations ;and the persons who will be attracted to the town
for private business and emplqyment.

o

The costs of running the regional hospital to be
built at Francistown will be met from the central government bUdget.

c. Roads and Railways. The amount s to be spent by the
GOB for the railway branch from Seruli to Pikwe plus an interest allow­
ance on the GOB's investment will be recovered through a special tariff.
The basis for this tariff has not yet been specified but should provide
for a 10% return on the GOB's investment.

The costs of maintaining the roads built under the
project will exceed the revenues to be received from fuel and vehicle
taxes and duties, and the difference will be met from the Central
Government budget.

C. Benefit Analysis

As indicated above, the justification of the infrastructure
project is tied to the mining project and the benefits it is expected
to bring to the Botswana economy.

1. Benefits of Mining Project. The best measure of the
economic impact of the mining project on Botswana would be its contri­
bution to the GNP, but it is not possible to estimate this owing to
lack of the necessary data on the economy. The broad significance of
the mining venture for Botswana may be indicated, however, by a few key
figures. It involves an estimated investment over three years equiva­
lent to $89.5 million (excludes $10.5 million spent on exploration up
to the end of 1969) which compares with nevT capital investment in
Botswana over the three year period 1964-66 (the latest period for which
figures are available) of under $30 million. The GNP in 1966, the
latest year for which an estimate is available, was $55 million •.

....
Annual revenues from the sale of the minerals produced,

all of which will be exported, based on the lower price levels of
copper and nickel are estimated to average $55 million in the first
ten full years of operation and about $43 million in the 'subsequent
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years. Net revenue is estimated to vary between~$9 million and $16
million in the first ten years and $11 million in later years. The
GOB direct share over this revenue in the fonm of royalties_ comp~n~

taxation and dividends averages $3 million during the first ten years
and $5.8 million for the sUbsequent years (See Annex VI.)

Based on estimated higher price levels of copper and
nickel, annual revenues are estimated to average about $62 million in
the first ten years of operation and about $50 million in SUbsequent
years. The GOB share averages $6.6 million over the first ten years
and $9.2 million for the SUbsequent years. (See Annex VII.)

The significance of these figures may be gauged by
comparing them with the Government's present ordinary revenues (exclud­
ing the U.K. grant-in-aid), which was some $10 million in 1968/69,
against recurrent and development expenditures totalling nearly $22
million. At present Botswana depends heavily on external aid, mainly
from the U.K., to balance its bUdget. The copper/nickel mine, taken in
conjunction with a diamond mining development going into operation in
early 1971, should progressively reduce the need for external budgetary
support.

The mine will provide direct employment for about
2,000 people, including 1,700 Botswana citizens, and the latter figure
is likely to rise as Botswana citizens become capable of taking over
jobs for which expatriates will be required initially. In addition,
the coal mine at Morupule, which will be developed to supply the power
station and copper/nickel mine, will provide direct employment for
nearly 300 more Botswana citizens. To these figures should be added
the employment attributable to the infrastructure and the accompanying
expansion of government services, as well as the indirect employment
which will arise. According to a GOB estimate, the total number of

\ jobs for Botswana citizens created directly and indirectly by the
\mining venture plus infrastructure will amount to about 3,500 in 1974,
rising to 5,300 by 1980. These figures compare with a total labor
force in paid employment of 28,000 in 1968.

The successful establishment of the mining venture will
lay the foundation for further development in northeast Botswana.
Promising new ore bodies have already been located in the area and
the prospects that one or more new mines will be opened in the 1970's
will be considerably enhanced once the Selebi-Pikwe operation and
associated infrastructure are established. The creatiqn of an
integrated pUblic pow~r system and water supply, the improvement of
transportation and the. availability of coal from Morupule may be
expected to encourage additional industrial development in the area,
leading to accelerated economic growth and further diversification of
the ec'onomy.

rrtfJilli!iB 9PiICLJt£1JBT
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2. Rate of Return

a) Mining and Infrastructure Projects. The Bank calcu­
lated the internal rate of return on the mine plus infrastructure at 9%
using its conservative appraisal. (See Annex V!II The internal rate of
return based on the mining company's projections of its cost and revenues,
which contemplates the higher copper and nickel prices, is 15%. In
calculating these rates of return, expenditures on exploration pri'or to
1970, amounting to $10.5 million has been included in the capital costs
of the mine. From an economic point of view, however, this item xepre­
sents sunk costs which may be legitimately ignored in the calculation.
By excluding this cost the rates of return were calculated at 10% and
17% respectively. The Bank concluded that the lower figure was
marginally acceptable bearing in mind that the real return to the economy
is likely to be higher, since this figure is based on the money cost of
imports 'rather than their social opportunity costs and allows no credit
for the multiplier effect of the associated expenditure.

o

A.I.D. has reviewed the Bank's calculations and
analysis and concurs in its conclusion that the project is economically
justified. Therefore the project satisfies the provisions of Section

,201 (b) 2 of the FAA.

b) Infrastructure Proj ect Alone. The Bank made a. ".
separate calculation of the internal rate of return on the infrastructure
project. alone, treating as benefits the projected direct government
revenues in the form of the royalties, taxes and dividends payable to
the GOB by the mining company, plus the estimated revenues from the
infrastructure facilities, less the increase in government ordinar~

expenditure attributable to the infrastructure. This showed a return of
9.5% using the Bank's conservative figures on the mining costs and
revenues. In addition to the direct revenues from the mining company

\ however, there will be additional ,benefits to the GOB in the form of
I extra yield from personal income tax and customs revenues. Allowing
for these items, the Bank calculated the internal rate of return on the
infrastructure project at nearly 12% which it considered adequate. Based

, on the higher sales projections, the Bank calculated this rate at nearly
18%.

In calculating the above rates of return on the
infrastructure, the Bank indicated that only the development of the
power loads attributable to the Selebi-Pikwe mine, Pikwe township,
Francistown and Shashi pumping have been taken into account. No
allowance has been made for any new industrial loads which might develop
in the forseeable future, such as for rock ash and gypsum production
in the Shashi area. The emergence of such additional power demands
leading to earlier ,utilization of the full capacity of the power station
would result in somewhat higher rates of return than indicated above.

tIl:f['fM eFl"ICliL .USE
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The above analysis still does not take into account the sizable increase
in activity associated with the project which through the multiplier
effect will have a strong impact on the entire Botswana economy~

IV. FINANCIAL ANALYSIS

A. Financing Plan. The present financing plan for the project
is as follows (See Section II. B. for cost estimates).

Financial Plan
(millions of dollars) .'

Source

IBRD
Canadian Intern~tional Development Agency
Denmark
A.I.D.
GOB (from U.K. grant)

Total

Amount

24.7
16.9
2.7
6.5

--.&
51.6

The A.I.D" Loan will finance the supply of pipe for the
water transmission line. A.I.D. will finance 100% of the costs of pipe'
supply which is in accord with the formula whereby all donors are
financing 100% of the segments of the project with which they are
associated. It is proposed that A.I.D. approve a loan for $6.5 million
to the GOB for 40 years including a ten-year grace period with interest
at 2% per annum during the grace period and 3% per annum thereafter.
The percentage of local cost financing would depend on the. method by
which pipe is supplied. If the pipe is manufactured in the U.S. and
shipped to Botswana, local costs will be insubstantial. If a U.S.
firm set s up a plant in Botswana to manufacture the pipe, the U. S•
cost of the contract still will run at least BO%of the total cost.
Under the latter procedure, the estimated A.I.D. financing would
provide $5.3 million for U.S. costs and $1.2 million for local costs.

The Canadian Loan will finance the power generating and
transmission facilities. Its terms are 50 years, including a 10 year
grace period, and at no interest. The Canadian Government has already
authorized its Loan.

The Danish Loan, which will finance the hospital and health
facilities, will be for 25 years, including a seven year grace· period,
and will also be at no interest.

The GOB. will utilize a U.K. grant to finance the cost of
essential preliminary works in connection with the township water
supplies.

.lo.,
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The Bank Loan, which will finance tnose aspects of the infra­
structure project not financed by other donors, will have a term of 25
years, including a three year grace period, will carry a 7% interest charge
and capitalize interest during construction.

A condition precedent to disbursement under the A.I.D. loan
will be that all financing necessary for the mining and infrastructure
is available and that conditions required for disbursement are satisfied.

The Bank will receive a guarantee of its loan to the GOB.
o. MG, which has a sales contract with BCL will guarantee 40% of the· Bank's

loan. The remaining 6CY/o will be guaranteed by AMAX • Neither Canada,
Denmark or A.I.D. will seek a guarantee for their loans and will look to
the general revenues of the GOB for repayment.

A Trust Agreement will be negotiated among the Bank, BCL,
KFW and the GOB. Under the terms of the Agreement, all the sales
revenues to BCL from the mining operation will go into a trust from which
payments will be made to: 1) KFW for debt service on its loan to ~BCL;

2) the GOB township account; 3) GOB tax account; 4) GOB royalty i: account;
5) the WUC; and 6) the BPC. The residual amount under the trust vall
then be distributed to BCL. Funds under items 2 through 6 will go to
the GOB general revenues to be available for debt service.

There will also be a Master Agreement setting out the rights
and obligations of BeL and the GOB vis-a-vis each other. This Agreement
is currently being negotiated.

All of the infrastructure loans will be made to the GOB, but .
the concessionary terms will not be passed on to the benefit of the
mining company and others who will be served by the revenue earning
phases of the project. As indicated above agreement will be required

\ whereby the GOB will charge conventional loan terms for its re-lending
to the proposed Power and Water Corporations. Commercial principles
will be followed for the tariffs of these Corporations and the special
railway tariff which will recover the government's investment in the
branch line to Pikwe. Except for a small amount allocable to the
Central Government, the costs of the township will be recovered through
local taxes, special annuity payments by BCL, rents, power and water .
charges, and proceeds from the sale or leasing of land.

B. Waiver of Special Letter of Credit.

It is proposed that use of a Special Letter of Cr.edit(SLCn
procedure for financing any local costs be waived and direct dollar
purchases of local currency be utilized instead. The GOB bUdget
which is strongly supported .by external assistance· (primarily U.K.:)

I' ,
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does not have available funds to provide payment of local costs. As
indicated above, all donors are providing 100% financing. The hardship
that would be imposed on the GOB budget by use of a SLC~ the administra·
tive effort necessary to establish and monitor such a procedure and ,the
relatively small amount of local currency financing involved warrant
waiver of the SLC procedure."

Under M.O. 1457.1 a waiver of A.I.D. commodity financing
requirements is permitted when it is not feasible to apply them. In
cases where the annual level of expenditures for local costs are
anticipated to exceed $500,000, as may be the case on this project, M.O.
1457.1, IV. B. provides that the d.irect purchase of local currency or
provision of dollars to the borrower must be approved by the Administrator.
In light of the reasons cited above, it would be infeasible to apply
A.I~D. local cost financing procedure and, therefore, a waiver will be
required to permit direct purchase of all local currency needed for the
A.I.D. financed segment of project.

C. Repayment Prospects

1. Financial Position of the GOB. The Central Government
Budget has been characterized by annual deficits on current account
and reliance on external aid for development expenditure. Current
deficits and development expenditures have been covered primarily by
external grants and loans.

•

Central Government Finances
(Millions of Dollars)

1963/64 1964/65 1965/66 1966/67 1967/68 1968/69
(estimates)

Current Revenue 4.76 6.16 7.56 8.68 7.98 9.80
Current Expenditure 8.96 10.50 12.74 15.40 17.64 18.06
Current Deficit (4.20) (4.34) (5.18) (6.72) (9.66) (8.26)

Development Expenditure 2.52 6.16 8.40 . 9.66 5.32 3.70

Total Deficit (6.72) (10.50) (13.58) (16.38) (14.98) (12.04)

Financing of Deficit • '1

U.K. grants 5.88 7.56 10. 6J.~ 12.04 12.60 11.20
Other grants 0.14' 0.14 0.42 0.98 .
Foreign Loans 0.98 1.54 3.08 1.40 1.20
Domestic Loans 0.70 1.40 1.40 0~70

Drawing on Reserves +0.14 +0.42 -0.14 +0.14 -0.36
(+ = drawing)

.i .
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While current revenues have approximately doubled over the five years
1963/64 to 1968/69, current expenditures during this period increased at
about the same pace and, consequently, the current deficit has widened..
Total expenditures in any given year have essentially been governed by
the amount of budgetary aid made available by the U. K. Any substantial
reduction of the current deficit will be dependent upon the prospective,
mining developments.

As of December 31, 1968 Botswana's external pUblic debt,
including undisbursed amounts, totalled $10.9 million. Debt service
payment on this in 1968 was $690,000. Future payments on the existing
external public debt are estimated at $618,000 in 1970, $643,000 in
1975 and $477,000 in 1980.

Projections for recurrent revenues and expenditures have
been made excluding the effect of the mining operation. Increased
revenues would come chiefly from growth in custom revenues, duties on
South African liquor, and domestic and export taxes. The GOB has
estimated that recurrent outlays arising from development expenditures
unrelated to mining projects would increase by $350,000 per year until
1976 and $560,000 per year thereafter. The GOB expects an increase
of 4% per year for recurrent expenditures not connected with new
development projects. This may be taken as a first assumption (A).
A second assumption (B) would project an increase of 7% which appears
more realistic in light of past expenditure trends. In the absence of
mining projects, on ~enditure assunlption A, the recurrent deficit
would remain fairly constant throughout the 1970's at an average of
about $11.2 million. On expenditure assumption B, the deficit would'
increase steadily from $10.6 million in 1970/71 to $22.4 million in
1980/81. (See Annex IX.)

2. Debt Service. Debt service payments on the existing
\ public debt and under the various loans for the infrastructure prod,ect
, are as follows:

Existing Infrastructure
Year . Debt Service Debt Service Total

(millions of dollars)
1970 .62
1975 .64 2.35 2.99
1980 , .48 .2.50 2.98
1985 .47 3.12 3.59
1990 .47 3.12 3.59
1995 .47 3.12 3.59

3. GOB Revenues from Mining Project. Total revenues
accruing to the GOB through taxes, royalties and dividends from 1974­
1999, the projected life of the mine are estimated ~b ~lll million
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based on the lower estimates of copper and nickel prices and $208 million
based on the upper level prices. In the former case, the annual revenues
average $3 million during the first ten years and $5.8 million in
subsequent years. In the latter case, annual revenues average $6.6
million over the first ten years and $9.2 million in subsequent years.
(See Annex VII.)

4. Revenues from Infrastructure Project. Estimatedyearly
revenues from the infrastructure facilities are as follows:

. Millions of Dollars

•

Botswana Power Corporation
Water Utilities Corporation
Township and Water Annuity
Railway Surcharge
Housing Rents

Total

1.95
1.35

.39

.22

.11
4.02

These payments will continue for at least a 25 year period.

5. Conclusion. Projected revenues from the mining company
based on either price level of the metals plus projected revenues from
the infrastructure facilities are adequate to cover the debt service
incurred under the loans for the infrastructure plus the existing
public debt and to provide a substantial increase to the GOBts general
revenues. Additional revenues will accrue f~am the exploitation of
diamond resources which is under way. Promising new ore bodies have
already been located. Based on these projections, there are reasonable
prospects for repayment of the loan.

D. Availability of Other Sources of Financing. The British
Government has been providing a substantial amount of assistance to
Botswana to finance its development program and part of recurrent
expenditures. U.K. grant assistance has amounted to approximately

'$60 million between 1963 and 1969. (See Section IV.C. 1.) The
British Government has announced it will provide up to $12.3 million
in bUdgetary aid and $10.6 million in development aid to Botswana for
a three year period beginning April 1, 1970. In 1964 IDA made a credit
to the then Bechuanaland Protectorate for $3.6 million for a road
project.

This is a multi~donor project with financing being provided
by the IBRD, Canada and Denmark as well as the U.S. (See Section IV. A.)
Of the $100', million BCL is providing for the mining operation, $5.5
million is included for housing in the township. To the best of
A.I.D.'s knowledge, no interest in the project has been forthcoming
from other world sources. The Export-Import Bank sta.tedon April 2,
1970 tha.t it had no interest in the project.

" ,
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v• IMPLEMENTATION

A. Implementation Sched.ule. The following is a proposed project
implementation schedule showing the se~lence of pertinent events for the
A,I.D. financed portion of th~ project (water transmission main):

o

.0'

Date

May 1970

June 1970
July 1970
July 1970 (45

days for
preparation) .

July 1970

July 1970
July 1970
July 1970

August 1970
Sept. 1970

(60 days for
preparation)

Sept. 1970

October 1970
October 1970
October 1970
October 1970
October 1970
October 1970
Nov. 1970 -
March 1971

March 1971 ­
June 1972

December 1972

Action

Advertisement for prequa1ification or
bidders

Loan authorized
Draft loan agreement submitted to GOB
Pre-qualifications received by GOB

GOB submits pre-qualification data with
recommendations for A.I.D. approv~

A.I.D. approves pre-qualification of firms
GOB submits bid package for A,I,D. approval
A.I.D. approves bid documents-bid package

sent to pre-qualified firms
Loan agreement signed
Bids opened by GOB

GOB submits analysis and recommendation
for award for A.I.D. approval

GOB submits request for L/Com
A.I.D. approves award
Contract signed
A.I.D. approves signed contract
GOB satisfies conditions precedent
L/COM opened and L/Credit issued
Contractor ships material and mobiliz'es

plant"
Contractor manufactures pipe

Last disbursement

See Annex III Fig. It for the proposed implementation of
other aspects of the infrastructure project plus the mining project~

in June
Meetings will be held/between thepar"bicipants in the

mining venture and the GOB on the time schedule for the project. There
may be some delays in the implementation schedule pending the outcome
of these negotiations.
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B. Contracting Procedures. Competitive ...bidding, on a unit price
basis, will determine the award of a single A.I.D. financed contract for
the supply of the pipe, valves, fittings and specials required for the
water transmission main. Bidding will be open only to prequalified U.S.
suppliers.

VI. arHER CONSIDERATIONS •
A. Impact on the U.S. Economy. This loan does not conflict with

any U.S. business interests. It will benefit the U.S. economy through
the restriction of the major share of financing to the procurement of
goods and services of U.S. source and origin. The contract financed under
this loan will be with a U.S. firm.

B. Effect on U.S. Balance of Payments. The loan will have a
minimum adverse effect on the U.S. balance of payments as at least 80%
of the loan will be used to finance' the cost of U.S. goods and services
which would not be procured from the U.S. in the absence of A.I.D. .
financing.

. C. Effect on Private Enterprise. The loan funds finance a
contract with a private U.S. firm.

D. Investment Guaranty. AMAX has requested political risk
insurance from the A.I.D. Office of Private Resources for its equity
interest in BCL and the interest of eligible portfolio shareholders.
This request is currently under consideration.

E. Ecology. The Bank. reports that the GOB has recognized the
need to control as much as possible the unfavorable consequences of the
type of rapid industrialization that is to take place and has already
taken steps to minimize them. Consideration has been given to the

\ location of the town relative to the smelter and power station. The
!township is being designed to minimize the dangers of overcrowding and
the government intends to take measures preventing the conditions
leading to the growth of slum conditions; particular attention is being
paid to sanitation and sewerage. Adequate recreational areas in the
form of open spaces and parks are planned.

The dam which is to be constructed at Shashi will create a
lake' which is to be used as a recreational area. The reservoir will be
fenced in order to prevent pollution.

BeL recognizes the potential hazards from air pollution and
intends to adopt a type of stack and build its main stack to a height
that will minimize these hazards •

•

DiMIiED OFf ICIA' USE
... .

..
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AdNEX. I

June 18, 197,0

CHECKLIST OF STATUTORY ClnTERIA
DEVELOP~1ENT LOAN FUND

Many of the questions require only yes or no answers. Othe~s, however,
must be answered more fully. In those cases, a specific refe~encc ~o

explicit discussion of the matter in the lcian paper will suffice. But
where the loan paper does not deal explicitly with a matter that clearly
requires more than a yes or no response, sufficient response must be
made to indicate that the matter has been appropriately considered.

The following abbreviations are used in the checklist:

FAA -'Foreign Assistance Act of 1961, as amended, incorporating amendments
effected by the Foreign Assistance Act of 1968.

App.- Foreign Assistance and Related Agencies Appropriations Act, 1969.

Space for answers is provided in the margin to the right of each question.
TI1is form must be made a part of the Capital Assistance Paper.

I. COUNTRY PERFORMANCE

A. Progpess TCMards Country Goals

(aJ Making app~op~iate
effopts to increase food
production and improve
means for food s topage
distribution.

1. FAA §§201(b)(S)) 201(b)(?),
201 (b~ (~_208. Disc~ss the extent
to Wh~ch the countpy ~s: .

Botswana provides extension services
for both livestock and agriculture, to
improve methods of animal husbandry and
crop production. GOB has encouraged

and simple storage methods and marketing
cooperatives and through the National
Development Bank provides credit to
support both livestock and agriculture
activity.

(b ~ Creating a fCfvorab le The National Development Bank (est 1964)
cZl"mate for fore~gn and provides loans to among others, new
'dome~tic private enterprise business ventures: An Industrial Develop-
and l"nvestment. ment Act passed in 1968 organizes licenses

of manufactm'ers. The Mines and Miner.ll'"
Act of 1967· was passed to ensure that
mineral resources are ad.equately exploitedc

*(c) Increasing the people's Economic d.evelopment efforts by the GOB
role in the developmental reflect its determination to meet its
ppodess.. people r s aspirations. This project will

create numerous jobs for Botswanans.

* The GOB is planning to establish a
National Development Corporation which
will provide roann.r;0mnnt and capital and
~tt@mpt to :lnte:ret::L .i.nvc. rHH;w~ l,n A:p~t~tf:tr-
praje6ts. ' .

John M
Best Available



(d) A l locating expenditures
to devolopnent rathe~ than to
unneaeoaa~J military pU~OGe6

O~ intervention in othe~ f~ee

countrieo' affairs.

'\.
\

\
\.

(e) Willing to contribute
funds to the project or
program.

(f) Making econcmic.,.
social., and political
reforms such as tax
collection i.mpl"lovements
and changes in land tenure
arrangement; and making
progress toward respect
for the rut.e of lCM.,
freedcm of expression
and of the press., and
reoognizing the impoptance
of individual freedcm.)
initiative~ and pPivate
enterprise.

(g) Responding to the
vita l economicJ political"
and social concerns of its
people., and demonstr~ting
a ctear' ·de termination· to
take effective self~hetp .
measures.

: ..

,.r.'.

There is no direct expenditure
for military purposes. About 8%
of the estimated 1969/70 bUdget is
allocated for int~rnal: security
which is primarily for the:police.' ,
Estimated, development exPenditures
for 1969/70 are about t of re··'
current expenditures.'

The GOB is providing funds
through a U.K. grant. 'The GOB·
budget does not permit a sub­
stantial contribution to the
project - See Section IV.C.l.

Tribal Lands Act of 1968 passes
land from chiefs to Tribal Land
Boards providing representation

.. in the allocation procedure.
.Over the past several years tax
reforms have provided for taxing.
Africans and non-Africans' alike'
and giving a greater allocation
of taxes to local" allthoritie's.
The GOB is strongly opposed.to
.so~th Africa,' s racial 'policies

. but maintains amicable rela­
tions because of"its economic
ties. The GOB is receptive to
outside private investment to
assist in the exploitation of its
resources.

Th~ GOB is committed to develop­
ment and appears to be willing

. to carry out institution,al and
racial reform& necessary to
achieve this. However, the GOB
is heavily dependent on external
-and (primarily British) on both
its development and recurrent
budgets.

'.'

.~:' ." . 1:

, ;'.'
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. '
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B. Relations with the United States

1. FAA §620(c). Is the govern­
ment indebted to any u.S~· citizen
for goods or services furnished
or ordered where: (a) such
citizen has exhausted avaiZable
legal remedies" including.
arbitration~ or (bJ the debt is
not denied or-Contested by the
government,; or (cJ' the indebted­
ness arises under such govern­
ment's" or a predecessor's
unconditional guarantee?

2. FAA §620 (d). If the loan is
intended for construction or
operation of any prodUctive enter­
prise that will compete with U.S.
ente~rise" has the country agreed
that it wi l l es tab lish appropriate·
procedures to prevent export to

. the u.S. of more than 20% of its
enterprise's annual production
dUring the life of the loan?

•

.....

No such indebtedness is
known to exist.

Not applicable •.

..

'. :

, ", .~

, ;1

., ~

: I

. t

I
j ..

~ ..
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'.... ' . "- ~ ...

.. \

. \

3. PAA S620(e)(1). Has 1;11e No.
aoi"n:(;ry ,e .government) 01' any'
agency o~ Gubdivinion the~aof~

(a) nationalized or expropriated
property ozuned by u. s. citizens
or .by any business entity not leee
than 50% beneficially owned by
U.S. citizensJ (b) taken steps to
repudiate or nullify existing
contracts or agreements with such
citizens or entity" or (c) imposes
or enforced discriminatory taxes
or other.exactions~ or restrictive
maintenance or operation conditions?
If ao~ and more than six months has
elapsed since such occurrence,
identify the document indicating
that the goverrvnen t.J or appropriate
agency or subdivision thereof" has .
taken appropriate steps to discharge
its obligations under internationa'L'
law toward such citizen or entity?

. If less than six TTJontha. has elapsed~

what steps if any has it taken to .
discharge its obligations?

4. FAA §620(j). Has the country . No.
permitted" or fai'Led to take .
adequate measures to prevent~ the
damage or destruction by mob actio~
of U. Sit property" and fai'Led to
take approp~ate measures to pre­
vent a reCU:rTence and to provide
adequate compensation fop such
damC1{Je or dee truction? .

.....

"

. .

"

.,

I.

•• OJ .!
... : i

.~ .:
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S. FAA fiS20(ZJ. Has the govern- Yes,'
Trr3ntinsti tutea an. inveatrr;2nt
guaranty program under

, FAA D221(bJ (1) fop thespeci.fio
risks of inconve1'tibi li ty and
QXP1'opriation· 01' confiscation?

·6. FAA ~620(oJ: Fisherman's Not applicable.
Protective Act of 1.954,. as am3ndedl
Section .5. Has the COW1.try 8eized~
or imposed an.y pena 1,ty or sanction
against" any U.S. fishing vesseZon
account of its fishing activities in
internationaZ waters? If~ as a
result of a seizure" the U.S. G. has
made reirrbw.'Jsemant under the pro­
visions of the Fisherrran'8 Protective
Act and such amoWLt has not been paid
in fuZZ by the seizing cOWltrry"
identify the docurrentation which .
describes how the withholding of
·as8istance under the FAA has been 0'1'

wi l:L be acconp Z,iBhed.

7• FAA ·§620(q). Has the country. No•.
been in defauZ.t" du:raing a pepiod .
in excess of six months, in pay-
ment to the U. S. on any FAA loan?

8. FAA '§620(t). Have diplomatic . No break in relations'with
peZations be~een the country and·:the u.s.
the U.S. been seveped? If 80,

have they been renewed?

9. ' App~ s106. Describe any . None •
. attempt made by the country to

create distinction because of
pace or rel,igion in' granting .
pepsonal, or commercial, access or

. othe'P Pights otherzuise avai~le
to U.S.' citizens genera1;/,y.

"

',' '

t •. __• I",'

.. ~ , ,'.
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c. Relations with'Other'Ncttion8'and
th~ U. N.

1. FI1t1 £1020(1:). lIr.m tho Qo'w1f;;rtJj

been ofi~ciaily repl'esen-ced at
any internationa l conference when
that representation included planning
activities involving insurrection
or subversion directed against the
u.s. or countries receiving, u.s.
assistanae?

2.' FAA §§620(a)~ 620(11,); 'App.
'§§107(a)" 107(b)" 116. Has the
country so ld~ furnished" or pe1'-'
mitted ships or aircraft unde1'
its regist~y to carl~ to cuba
or North Viet-Nam it@ns Of
'economic~ military~ or other
assistance?

3. FAA §620(u) ;A*p.§114. What
is the status oft e country's
U.N. dues~ assessments~ 01' other
obligations? Does the loan agree- '
ment bar any use of funds to pay
U.N. assessments~ dues~ or
arrearages?

\ D. Military Situation

1. FAA §620(i). Has the country
engaged in or prepared for
aggressive military efforts
directed agains t the U. S. 01'
countries receiving u.s.
aBsistance?

.'

No, as far, as known.

The Loan Agreement will restrict
the use of loan funds to the
p:t:oject. ' Botswana is current
on U.N~ dues and assessments.

, ,

,No, as far as known.

'".-.

"I ,-

, "

.,:~,,:~"'"t ••
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2. FAA '5620(0). ff.hat i8 (a)
the percentage of the COW1.t2"Y' 8

budget devoted to miZitar-y ptut­
poses 3 and (b) the amount of
the count~J's foreign exchange
resources used to acquire
military equipment? Is the
country diverting u.s. develop­
ment assistance or P.L. 480
sales to militar-y expenditures?
Is the country diverting ~ts

own resources to unnecessary
military expenditures? (Findings
on these questions are to be made
for each country at least· once

. each fiscal. year and3 in addition"
as often as may pe required by a
material change in relevant
circumstances.)

There is no direct expenditure
for military purposes. About
8% of the 1969/70 bUdget is
allocated for internal security
which is primarily for the
police. To the be.st of ,our
knowledge no foreign exchange
resources have been used for
militciry procurement. The
answer to the second and third
questions is no.

...;-; ~J ......

.!

\ .

,. .. . '.. , .

3. FAA §620(v); Apr. §119. No.
Has the countJ:ly spent money for
sophisticated weapons systems
purchased since the statutory
limitation became effective? If
so~ identify either Ca) the
documentation which describes
how the withhoZding of an equiva­
lent amount,of A'.~.D. assistance
has been or wiZl be accomplished~
or (b) the Presidential determi­
nation that such purchase is
important to the national security .
of the u.s. so that no withholding
is necessary. .

.---

1.,

"

'. I

i'

.~ . ,,'.
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II. ' CONDITION OF. TilE LOAN

A. Gena'l"aZ'Soun.dneoG

Interest andfteQQHment

1. FAA 6620 1(:1-) -l...~?:.Q.1fJ:.U.F).,.. .
Is the rate of' ~ntere8t excess~ve

'or unreasonab~e for the,borrower?
Are there reasonable prospects for
repayment? What is the grace
period interest rate; the following
period interest rate? Is the ~ate

of interest higher than the
country's applioable legal rate of
interest?

,-- Financ"ing

1. FAA B201(b)(1). To what extent
can financing on reasonable terms
be obtainedfram other free-worZd
sources~ including p~vate source8
within the u.s.?

Economic and Technical Soundness

1,. FAA §§201 (bJ (2) 2 201 (e). The
activity's economic and technical
soundness to undertake Zoan; ~doe8

the loan apptiaationJ together
with information and assurances~

indicate that funds wi l t be used
in an economicatty and techniaalZy

, sound· manner?

The loan terms are low and
reasonable. See Section IV.B.

, for prospects of repayment. The
grace period interest rate is
2%, followed by a 3% rate for ,'
the duration of the loan. '
Answer to the last question is
no.

, See Section IV.D.
Need for lenient terms 'excludes
consideration of private U.S.
sources.

Satisfied., See Section II.

1 '
"

I
\,

!'.:
: '

, ,
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2. PAA ft611(a)(1). Have
s11gineQ1'irl(J~ j'inarzaia"t~ and
other pZans necessary to
carry out aGsi8tance~ and a
reasonably firm estimate of
the cost of assistance to
the U.S., been completed?

3. FAA ~611(b); Apr. tll0l.
If the loan or grant is for a
water or.related land-resource
construction project or program,
do plans include a cost-benefit
computation? Does the project
or program meet the relevant
U.S. construction standards
and criteria used in determining
feasibi"li ty?

4. .FAA '§611 (e.) ~ If this is a
'Capital Ar;sistC!t~e Project with
u. s. financing in excess of $1
million, has the principal A.I.D.
officer in the country certified
as to the country's capability
effectively to maintain and
utiZize the project?

Relation to Achievement of Country
and 'Regional 'GoaZ.s_

Country Goals

1. FAA 38207; 281(a). Describe
this loan's relation to:

Yes, See Section II and IV~A.

Yes to both questions, See,
Section III.C.

Yes. See certification
attached as An.ri.ex II. i".

• I.

i

. I

: ,

.~

a. Institutions needed for No direct relation. Indirectly
a demoractic society and to Botswanans will participate by
assure maximun participation. working in jobs created by this
on the part of the people in project under a private enterprise.
the task of eoonanic developnent. . .

'.
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b. Enahlina the aountry to
meet its food needs J both frem
its own reSOUJIoes and throUflh
daveZopnerrtJ with U.s. haZpJ
of infraatruatUl"o to DUppOt't
inc~eased agriculturaL
productivity. •

c. Meeting inareaairzg need
for' trained manpower.

No direct relationship. Indirectly
the mining development which this
.infrastructure proj ect supports '
Will prOVide the GOB with additional
resources to use on projeetGdirect~d

toward increased agriculture
activity, a goal to which the GOB
is committed.

This project will train manpower
for operation of infrastructure
facilities. The mining 'operation
will increase the available job
supply.

j

!
i, !
I·

. "i
,I
, i
. I

l,.
I

, I

'; ..

I.,

•. : i,"

"

d. Develop~ng programs to
meet publi~ health needs.

One canponent of' the overall infra.-' .
structure project ,is a,hospital

, a.t the mining township.'

...~

'''~~~.-,Jr, :

/.

'"

.. "

....•.

,
'. e. Aasisting other important

eaonanic~ political~ and social
development activities includ-. . "
~ng ~ndustrial development;
growth of free wboX' unions·

• J
coopeX'at~ves and voluntary .
agencies; improvement of
transportation and canmunica­
tion systems; capabilities
fOJ' planning and public
administration; urban
developnent; and mode21nization
of ex-tating lC1JJJs. .

2. FAA E201(b)(4). Describe the
activity's consiDtency with and
relationship to other development
activitiesJ.and its contribution
to reaZizable lo~-range objective8~

This project will support a large
industrial development and provide
'facilities for additional industry
. including improved communication,
transportation and W::ban develop-
ment through the creation ,of a
township.

, This proj ect will provide bUdgetary
resources to be utilized in
expanding educational facilities
and agriCUltural services. It
Will assist the GOB to become '.' ..-.. "
self-sufficient in meeting its
recurrent eXJ?enditures a.nd provide
funds for developme~~ ~ctivities.

;-...

}--.
- ';

, t
'.-.. '
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•

3. FAA fl201(b)(9). H~u wiZZ the
activity to be financed contribute
to the achievement of seZf-Gustaining
growth?

4. FAA 3201(f). If this is a
project Zoan~ describe how such
project wiZZ pranote the country'8
economic deveZopment~ taking into
account the country's hunan and
materiaZ resource requirements
and the reZationship-between
uZtimate objectives of the
project ,and overaZZ economic
,deveZop·r.ent.

" '5. FAA § 201 (b) (3) • In what ways
.,,: , does the activity give reasonabZe

" promise of contributing to
deveZopment of economic resource8~

or to increase of productive
capacities?

' .
........ ""...-....

-"""-'::...::.:--.:, ":"-

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

This project's economic benefit
will greatly assist the country
in meeting its recurrent bUdget
expenditures. Over the long
run, it will provide facilities
to permit further growth. '. ~

See Section III.C.

.'. I

See Section ~II.A and C•
. i

" '
, .

•• i "
,.IN' .! ".

6. ' 'FAA '5281 (b). How does the
program under which assistance is
provided recognize the particuZar
needs~ desires~ and capacities of
the country's peopZe; utiZize the
country's inteZZectuaZ resources
to encourage ins titutionaZ deve Zop­
ment; and support civic education '
and training in skiZZs required
for effective participation in

, poZiticaZ processes. '.,

For ,connnent, see item II.B.l
of this checklist.

'.

,. '.,

" ~....~... -;' I

\,',
,\.
I ,"
; • f
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'7. FAil 5601 (aJ. HO'u' will
this loan encoul'Qgc the countpY'6
efforts to: (a) 7:ncrcaa c the
flow of international trade; (bJ

, foster private initiative and
competition; (c) encourage
development and use of coopera­
tives~ credit unions~ and savings
and loan associations; (d).
discourage monopolistic practices;

, (eJ improve technicaZ efficiency
of industry~ agricuZtupe~·and

commerce; and (fJatrengthen
free labor Jmiona?

8. FAA fl202 ( a) • Indicate the
amount of money under the loan
which is: going directly to
private enterprise; (Joi11lJ to .
inte~ediate credit institutions
or other borrowers for use by
private enterprise; being used
to finance imports fram private
sources; or otherUJise being used
to finance procurements from
p'Pivate sources.

B. FAA e611 (a) (2). What legisla­
tive action is required within.the
recipient country? rlhat is the
basis for a reasonable anticipation
that such action will be completed
in time to pe~it orderly accomplish­
ment of pupposes of loan?

,.-

Goals a,b, and e will be
assisted by this project. See
Section III. This project.is
not applicable to th~ other
sub-sections.

All the' loan funds will be
used to finance'procurement
from private' enterprise.: See
Section' 'IV. A.

Creation of a water authority.
This will be a condition of
the 19a.th The GOB has drafted.:
legislation for the creation of.
a. Water: Uti-Iities Corlloration.

~ :

. ~.

",:.. t· ...

• J., .

f • ~ ..

'. ~,

,'~ .

._.... ' .... ; ...

"

i •

, "

, -'. 'i

, . ',;

j

, '.,

,., .. '.'
"

:",',
. \:".'

I, po.

I.

I
!, .
) ~

!
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Regio1tal Goats

1. PM D519 • If this loan io
assisting a newly independent
country~ to what extent'do the
circums tances permit such
'assistance to be fUPnished ,
through multilateral organizations
or plans?

2. ' 'FAA '§209. If this loan is
directed at a problem or an
opportunity that is regional in
nature~ how does assistance undell"
this loan encourage a regional
developnent program? What muZti- '
lateral assistance is presently
being furnished to the country?

c. Relation'to'U~S~Econamy

Employment~ Balance of Payments~

Private Enterprise

1. FAA §§201(b) (6)j '102"Pifth.
What are the possibZe effects of
this loan on u.s. econamy~ with
special- peference to areas of sub­
stantial- ZaboP surpl-us? .Desc~ibe

the extent to which assistance
is constituted of u.s. commodities
and 8ervices~ furnished in a manne~

consistent with improving the
u.s. baZance of payments position.

...

,--

This is a. multilo.tcroJ.
project. See. Section
IV. A.

, ,First question is not
applicable. See Section

, IV•. ,n.

See Sections II • ,IV A·,and
VI B. The proj ect will
not relate to U.S. areas of "
labor surplus. ~; ,

,: r

'.
" -,

I
"

J
, ,.

" ,

! .



14

2. "FAA fH1612(b), 'S36(h). flhat
steps have been td~en to asGUPe
that~ to the maximwn extent pOGsible~

foreign currencies owned by the
, u.s. and "toca"t currencies contri­
buted by the country are uti lized '
to meet the cost of contractuat
and other sewices" and that U.S.
foreign-owned currencies are
uti"tized in lieu of dollars?

3. 'FAA§601 (d); Apr.' 'fj115. If
this "toan is for a capital pro­
ject" to what e~tent has the
Agency enco~ged uti"tization of
engineering and professional
services of u.s. fims and theiX'
affi"tiates? If the Zoan is to be
used to finance diX'ect costs foX'
construction" wiZl any of the
contractors be persons other than
qualified nationals of the country
or quaZified citizens of the U.S.?
If so~ has the requiredwaive'l'
been obtained?

4. FAA fj608(a). Provide infor­
mation on measures to be taken to
utilize U.s. Government excess
personaZ property in Zieu of the
procurement of.new i terns. .' .

5. FAA '8602. What efforts 'have
been made to assist U.s. small
business to participate equitably
in the furnishing of commodities
and s ervioes financed by this
"toan? ' ,

,It is 'deemed inappropriate
to attempt to use U.S.-owned
foreign currency in lieu of
dollars to pay cost' of U.S.
goods and services. U.S.­
owned local currency is not
available. The GOB is fully

, ,dependent on external sources
,for its development bUdget.
'See Section IV. ~C.

The contractor on the A.I.D.
,segme~t of the project, will
be U.S. Answer to the second

.. question is. no.

Excess property deemed not
suitable for this project in

. view of the nature and use ot
the material to be supplied.

, The Agency Advertisement
, requirements will be, complied
. with.' '

, ;

, . '-.'

.'

"
"

'. " ..~,
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6. ' 'FAA ':1621. If -tho 'loan pro- '
vidca-tcolin7~cal a3$iotance~ h~
is private entel-rprise on a con-'
tract basis uti"lized?'If the
faci"lities of other FederaZ
agencies un lZ be utiZized~ in
what ways Q.11e they particula.X'1,y
suitable; are' they competitive
with private enterprise (if so~

explain); and h~ can they be
made available without undue
interference with domestic
programs?

7. FAA §611 (0)., If this loan
, involves a contract for con­
struction that ob"ligates in
excess of $100~OOO~ will it be
on a competitive basis? 'If not.;
are there faotors ~hichmake it
impracticable?

'Proou:t'ement '

1. FAA '§602(a). r.,i"lZ corrmodity
proourement be restricted to u.s.
except as othel'Wi8e determined by
the President?

•

Not a.ppl~co.ble,

Yes.

Commodity proc-urement,
will be either U.S. or'
from Botswana.. See
Section' II. A.,

I

,If"~

i ,;
, ,,'

,I "

,/

2. FAA '§604(b). Will any part No.
of this loan be used for buZk
ccrrunodity procurement at adjusted '
prices higher than the maPket '
prioe prevail,ing in'th; u.s. at
time of pu:rid}rriS8?

~~~ .
• f ~j"

. ,.,
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3. ' 'FAA '5604(e). flit.l any part
of ihio wan be unad /01' pztoctl.1'e­
ment of any a(J'X'iau.7Aw.'a"l oormnodi,ty
or produot thereof outside the
u.s. when the danestic. price of
such commodity is les8 than parity?

D. Other Requi!'ements

1. 'FAA 0201 (b). Is the country
among the 20 countries in which
deve lopment loan funds may· be used . .
to make loans in this fiscal yeal'?

2•. 'A12P~ '3112. Does the loan
agre~nent provide~ with respect
to capital projects~ for U.B.
approval of contraot tenms and
firms?

Not a.pplica.ble.

, This is a multi-donor project
and :falls within' the policy ,
of providing assistance.'

,The loan a.greement 'Will so ,
provide.

\ '
I

\

3. 'FAA ~620(k). If the loan is
fo!' oonstruotion of a productive
enterprise~ with respect to which
the aggregate vaZue of assistance
to be furnished wiZZ exceed $;00

, milZion~ what prepa!'ation has been
made to obtain the express app:rtova1,
of the Congress? '

Not a.pplicable.

--_.

j

• i"

'i,
, jl,

II

I
":

',1
j ~... -
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4. ' 'FAA 'QC620(b) ~ '620(fJ,}~P~' fil09(bJ.
Has the l'residcnt de"l;el"m~ned that the
country is not dominated or controtted
by the international, Corrununist move­
ment? If the country is a Communist

, countrry (incZuding" but not 2imited
to" the countries listed in FAA 8620(f))
and the loan is intended for economic
assistar.ce" have the findirdJs required
by FAA §620(fJ and App. f3109(bJ
been made and reported to the Congress?

Botowan~ is not a communist
or communist dominated
country.

5•. 'Apr. 's109(a). Wil,1, any mil,itary , No.
assistance" or items ofmil,itary
or strategic significance" be furnished.
to a Communist nation?

. - .

, i

6. ' FAA ·§620(h). rvnat steps have
been taken to in8ul~ that the loan
wil2 not be used in a manner whichl

contrary to the best interest of
the United States" pZ'omotes or
assists the foreign aid projects
of'the Communist-bloc countries?

7. "App.'§118. Wil,l, any fuiuls be
used to finance procurement of iron
and steel, products for use in Viet­
Ncan other than as contemp 7,ated by
fJllB?

B. 'FAA. §636(iJ. Wil,1, any part
of this' toan be used in financing
non-U.S.-manufactured autanobil,es?
If 80" has the required waiver been
obtained? .

The loan agreement will'
, restrict use .of the loan'
funds to the project.

Not applicable.

No.

"
. ,
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9•. FAA 'fHJG20(a) (1) and' (:2) ~ 'S20(p); No.
'(lEP: ·:j1~? wi"i any a:JO'wtiCt'to~
be fu.rn:l"s hed or j'u.n& made ava-z,l­
able to the government of,Cub~ or
the United Arab Repub~ic?

{,,·'t

10~ , 'FAA ~620(rr). Wi'll any. part
of this loan be used to compensate

- owners for expropriated or rzationatized
property? If any assistance has
been used for such purpose in the
past~ has appropriate-reimbursement
been made to the U.S. for sums diverted?

11. FAA §201 r.fJ. If this is a
project loan, what provisions have
been made for appropriate paz-tici­
pation by the recipient country's
private enterprise?

12. App.{Jl04. Does the loan
agreement bar any use of funds to
pay pensions" eta." for persons
who are serving o~~ho have served
in the recipient'· OOuntry'B arm-ed
forces? . . --

No. The loan ·agreement
will prohibit ,such use.

. Loan funds Will be restricted
to procurement from. a. U. S•.
source. '

- .,

The loan agreement will restrict
.. the use of f'unds to this project •.

, .'

-'. ~.' ,
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611 e Certification

The following was received per Mbabane 269:

"I, Charles P. Campbell, Regional Activities Coordinator ­
Principal AID Officer of OSARAC, do herepy certify that in
my judgment the Government of Botswana shall have the
capability and resources to soundly operate and maintain a.
water transmission line, materials for which are to be
procured under the proposed AID loan. This water trans­
mission line is part of a larger infrastructure project
which is to be financed by the IBRD and other donors as
well as AID. Thisis AID r s fir at ca.pital development loan
in Botswana, therefore,· it is not possible to take in
account maintenance and utilizatio~ of other AID loan
financed projects." '

,~ .
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June 18, 1970

A•. Project Features

The project consists of the construction of infrastructure
facilities to support a proposed copper-nickel mining development
which is to be located in Northeast Botswana (see map fig. 1). The
principal elements of the proj ect are as follows :',

1. Steam-electric generating plant located at Piltwe ore mine.::
2. Electric transmission lines from Pikwe mine to Shashi Dam

and on to Francistown.
3. Shashi Dam, primary wat.er treatment plant and pumping statio~.

4. Trunk. water main from Shashi Dam to Pikwe mine.
5. ,Shashi siding water main, treatment plant and reservoir.
6. Francistown trunk water main. '
7. Water treatment plant and reservoirs at Pikwemine.
8. Road reconstruction from Seruli to Francistown (using 45 of

53 miles of existing road).
9. Railroad spur from Seruli (on, mainline) to ,Pikwe mine.,

10. Road from Seruli to Pikwe mine.
11. Road from Palapye to Morupule coal min~.

12. Mining township.
13. Medical facilities.

A.I.D. participation will be limited to the procurement of pipe,
v~lves, fittings and specials for the water transmission main whic~

is approximately 50 miles in length.

B. Technical Evaluation

1. Steam electric generating plant located at Pikwe mine.

In spite of the fact that the importation of electric power ,
f;rom South Africa is more economical than local s'Geam power generation,'
the GOB has decided to adopt the latter method for supplying electric.ity
to the project because of the following:

a. For reasons of security in order to avoid power shut offs
due to political disorders, etc.

b. In order to develop a natural resource (coal) 'which will.'
give employment to residents of the Shashi area ther~by strengthening
the local economy.

Similar reasoning was used in adopting the use of local coal trom the;
mine at Morupule which is less economical thall importing it from

YUI'fjW OFSi8IA:b .lJ&E
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Rhodesia. After consideration of several alternatives for electric power
generation using local coal, the most advantageous was found to be a
power station located at Pikwe owned and 9perated by a proposed power
authority. This station would entail the use of four 15 mw generators
and three 15 mw boilers. The turbo-generator sets would be designed for
steam conditions at 600 psi and 9000 F. They would be integrated with
the mine to make use of approximately 13 mw of waste heat steam from the
sulphur recovery operation. The estimated cost of the power station is
$16.9 million.

2. Electric transmission line.

With the generating station located at Pikwe, the only trans­
mission loads are at Shashi, 50 miles distant, and Francistown, 20 miles
further. For this scheme 66 kv is the lowest practicable nominal trans­
mission voltage that can be used. Thus, a single circuit 66 kv line
over the whole route was chosen. This should give adequate continuity
of supp~ up to 1980. The estimated cost of the transmission line is
$1.4 million.

3. Shashi Dam, primary water treatment plant and pumping station.

After hydrologic' studies of seven dam sites it was decided that
the Shashi site had the most favorable characteristics and could easily
produce the required yield.. The drainage area above the Shashi site is
1,390 sq. mi. and the estimated mean annual runoff (using a factor of
4.4%) is 60,000 ac. ft. In order to supply the average daily water
demand in 1980 of 7 mgd, a gross storage capacity of 68,000 ac. ft. will
be required. The adopted design calls for an earth fill dam having a
m~imum height at the spillway crest of approximately 33 ft. and a.
length of 8,770 ft. Present plans include a spillway 1,000 ft. long
which will pass a 200 year flood of 120,000 cfs. with a maximum depth
on the crest of 12 ft. This is a smaller flood than would normally be
adopted; however, bearing in mind the fact that a sizeable length of
the embankment has been designed as a breaching section, the spillway
capacity is deemed satisfactory.

It appears that adequate quantities of impervious fill, random
fill, gravel, riprap, and concrete aggregate are available in the
general vicinity of the dam.

Groundwater was considered as a possible sour~e of supply for
the mining complex; however, due to the lack of knowledge of the
expected safe yields, it was decided unwise to place any reliance on
groundwater for the quantities that will be required.

.,.
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It is proposed to install a pumping station to deliver water to
Pikwe (via a 50 mile transmission main) and a primary treatment plant
near Shashi Dam which is capable of supplying a maximum seasonal daily
demand of 10 mgd.. The treatment plant of the same capacity will have
facilities for plain sedimentation, mechanical strainers and chlorination.
Water will be raised from the river to the treatment plant by a separate
pumping station (200 kW). The estimated cost of the dam, pumping ~,
stations and treatment plant is $4.3 million. Figure 2 is a schematic
chart showing the principal features of the entire water system.
Figur~ 3 is a table showing estimated water requirements.

4. Trunk water main from Shashi Dam to Pikwe.

See Section II. B of·the main paper.

5. Shashi siding water main~ treatment plant and reservoirs.

The capacity of the Shashi siding water main will be 0.6 mga.
with a treatment plant (potable standards) of the same capacity. The
service reservoir will hold 0.6 mg (maximum daily requirement in 1980).

6. Francistown trunk. vlater main.

The capacity of the Francistown main will be 1.1 mgd. This~'will
be sufficient to supply estimated demands up to 1980. The estimated
cost of the main is $712,000.

7•. Water treatment .l21:ant and reservoirs at Pikwe mine.

At Pikwe there will be treatment facilities for potable water
" having a capacity of 2.9 mgd. plus a separate facility for providing
\ industrial water (non-potable standards) with a capacity of 5.0 mgd.

The following service reservoirs will be required to meet peak demands
at Pikwe:

Purpose

For mineral processing and cooling
For potable water

Total

Capacity

5.0 mg
2.9 mg
7.1 mg

All of the above figures are based on maximum daily requirements' in
1980. The estimated cost of these features is $731,000.

~lU'1'Jlli OIfEIQTAh-jitiffi ..
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8. Road from Seru.li. t.o Francist~.

After the investigation of several alternatives, it was decided
to improve 46 of the existing 53 Iniles of the road from Seruli to
Francistown. This would bring the entire section up to all weather
standards. The estimated cost is $672,000 ..

9. Railroad spur from ~eruli to Pikwe.

This spur, which is approximately 37 mi. in length, has an
alignment (nearly a straight li.ne) between Seruli (the nearest manned
station on the Rhodesia Railways main line) and the Pikwe mine. The spur
will be built to Rhod.esian Ra.i11·ray standard.s and would be manned and
operated by that organization•. The estimated cost is $1.2 million.

10. Road from Seruli to PilDNe mine.

This is an existing road which will be improved. The cost of
this work is estimated at $742,000.

11. Road from Pala1?u:ye to Morupule coa.l mine ..

This road, which is approximately 7 miles in length, will connect
the proposed Morupule coal mine with Palapye, the nearest station on the
mainline of the Rhodesia Railways. The road will be constructed and
paid for by the Anglo American Corporation 1'rho vrill operate the coal mine.

12. Mining Township.

Technical details on the mlnlng tovmship, which is to be financed
by the BeL, are not available. However, based on data furnished by the
IBRD, it will initially provide facilities for 10,000 persons with a
gradual increase to 25,000 by 1980. The estimated cost excluding BCL
housing is $6.4 million. BeL 'rill provide an additional $5.5 million for
housing for its employees.

13. Medical Facilities&

Provision will be made for a 48 bed medical unit at Pikwe and
a 350 bed hospital at Francistow~. The estimated cost of these
facilities is $2.7 million o

C. Project Implementation

The proposed construction schedule for the infrastructure features
of the Shashi complex is as follows:

~f) Olf] 1 GlirL O§J:l>



Item

Electric Power S~~
Pikwe Power Station
Transmission Lines

Water Supply
Shashi Dam
Pikwe Tr1.U1k Water Main
Treatment Plant & Reseryoirs

Transportation
Seruli - Francistovm Road
Seruli - Pil\.~'le Ra.il Spur
Palapuye - Morupule Road

Annex III
Page 5 of 5

Construction Period

September 1970 - July 1972
August 1970 - July 1972

June 1970 - December 1971
November 1970 - August 1972
February 1971 - January 1972

August 1970 - July 1971
February 1971 - July 1972
February 1971 - July 1972

A bar graph showing the construction schedule for the entire
project, including the mining complex, is given~n Figure 4.

~[Mfflr;P 'Hi ii ii,! 2ft OSE
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EOTSHAllA Figure 3

nWRASTRUCTURE PROJECT

ESTnIATED '\-TATER REquI!!EMENTS

,UllIT I IHSd

1973 " 1976 1980
Maximum Maximum Haxinum

Average Seasonal Avorae §easonal Average Seasonal

Pikwe Town .31 '.62 .84 1.68 01.18 2.36
"unaccounted for" ..:.Q§. ~ -=l! .42 ..:.2Q. ~

Total "Town" ...:l2. •71 . 1.05 2.1 1.48 2.95-
Mining Company 2.75 3.25 3.0 3.54 3.33 3.93

?m.Jf~r Plant and
Waste Heat Generator ...:1J. ~81 .84 ...:2l ...:2l! .1.04- -
Total "Industry" 3.52 4.06 '3.84 4.47 4.27 4.97

Pipeline losses .d2 ~ .24 .33 .29 .39-
To~al Pumped from
c:lha:;hi to Pikwe 4.10 5.12 5.1,3 6.9 6.04 8.31

.Jha5hi Siding * (.44) (.58) .45 .6 .47 .64

?rancistown * (.21) ( .63.) 0.32 .84 .42 1.05

HSl'luired ft'om
3ha~hi Works 4.1 5.1 5.90 8.34 6.93 10.00

Th~ 3\ table does not include any data about Mor~u]e demand 'oince the Coal Min~
would be the only consumer.

* Provisional~ - not to be cannected before 1975.

. .., . ,
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BOTS\'VANA: SHASHI RIVER INFRASTRUCTURe PROJECT
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June 18, 1970

Description

Power Station

Foreign Local Total
(thousands of dollars)

Building & other civ'il works
Mechanical equipment
Electrical equipment
Station diesel set
Transmission ,system

Subtotal
Contingencies at 10%

Total'y

water Supply

1,827
5,964
4,886

84
1,078

13,839
1,383

15,222

658
504
322
14
56

1,554
154

1,708

2,485
6,468
5,208

98 .
1,134

15,393
1,537

16,930

Shashi Dam works
Pikwe trunk main
Pikwe treatment plant, second service

reservoir & pump station
Morupule water supply

Subtotal
Contingen~~es at about 15%

Totalgj .

Roads and Railway

Seruli-Pikwe gravel road
\ Seruli-Francistown (road upgrading)
'Seruli-Pikwe railway branch line

(irrecoverables only)
Palapye-Morupule railway branch line

(irrecoverables only)
Subtotal

Contingencies at 15% (to include road
maintenance study)

Total

2,975 861 3,836
5,320 1,894 7,214

420 70 490
210 70 280

8,925 2,895 11,820
1,187 506 1,693

10,112 3,401 13,613

560 182 742
455 217 672

861 336 1,197

182 42 224
2,058 777 2,835

308 116 424
2,366 893 3,259

17 Power facilities to be financed by the Canadian International
Development Agency.

gJ Cost of trunk main and valves (excluding laying) amounting to
uS$6.5 million equivalent to be financed by USAID.

IifMI'fi!ltJ u:eiISD[b ~
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Description Foreign Local Total
.( thousands of dollars)

1,285 6,423
462 2,702

1,747 9,125
263 1,369

140 826
2,150 11,320

8,152 45,022
602 700

Township & Hospital

Township (less BeL housi~~)
Hospital & Health CenterJ{

Subtotal
Contingencies at 15%
Temporary water supply and :greliminary

water distribUtion workS~
Total

Project Construction Cost
Administration & Training .
Engineering design of water and power

facilities to be refinanced from
Gredit 172-BT

Additional Engineering costs
Total

Interest During Construction

TOTAL

5,138
2,240
7,378
1,106

686
9,170

36,870
98

1,148
2,170

40,286

2,210 .

42,496

56
350

9,160

9,160

1,204
2,520

49,446

2,210

51,656

j/Hospital and health center to a cost not exceeding US$2.7 million equivalent
to be financed by the Danish Government or other financing agency.

~ Temporary water supplies and part of Pikwe township water reticulation
estimated to cost US$0.826 million financed by the Government through a
UK grant-in-aid.

Ll'M!'!'&U "JPiCitor JIS~
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Flow Diagram
Shashi River Mining Complex

ANNEX V

June 18, 1970
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~

1WW1GWATO CONClSSIO::S UD.

!mJ:loU.TED nrCOME STATnmrrS, 1913 - 1999

~

Ore !".ined (mUllon tOll.')
Matte Produced (tons)

0.87 1.93 1.93 1.93 1.9) 1.93 1.93
18,000 39,600 39,600 39,600 39,600 39,600 41,800

1985

1.93 1.9.3 1.93 1.93 1.58 1.58 1.SS 1-58 1.$8
41,800 U,800 41,800 41,800 )2,200 32,200 32,200 .32,200 32,200

Sales ot Hi and· Cu 100%

Ii (thoU5.1.."'l.d lb.)
Cu (tbau.sand lb.)

1,000 27,)40 ~,7.37 30,7.37 )0,1.37 30,737 )0,7.37 )0,737', )),737 )0,737 ~,131 24,259 24,259 24,2S9 24,2$9 ~,2S9
1,200 32,7VJ ..36,989 .36,989 .36,989 .36~9a9 40,992 40,992 hO,992 LO,992 40,992 30,912 )0,912 30,912 )0,912 30,912

Price:! ot Ni and Cu

11 ($ per lb.)
Cu ($ per lb.)

1 •.30
0.L3

1.)0
0.43

1.25
0.43

1.20
0.43

1.10
0.43

1.10
0.43

1.10
0.43

1.10
0.43

1.10
0.43

1.10
o.b)

1.10
0.43

1.10
0.43

1.10
0.43

1.10
0.43

1.10
0.43

(in thousands of Rands)

bo,04840,048

N1
Cu
S at. P22 per she ton
Co at. $2.38 per lb.

Total. Income
Less z 3% at Hi and en P37ablo

Ki

Sah" Revenue - Net.

929 2S,)87
.369 10,062
sao 2,750
~ -M2....

l,81h 38,668

__3_9_ 1,063

1,775 .37,605

27,444
11,.361
2,750
-..m-
42,082

1,164

40,918

26,.346
U,.361
2,750"'
-m

40,98U

1,131

39,653

25,248
11,361

2,7SO
~

39,686

1,098.

38,788

24,lSO
11,.361
2,750
--ill...

.38,788

1,065'

.37,723

24,150
12,590
2,750
~

40,dl8

1,102

)8,946

2b,l5O 24,150
12,590 12,,90
2,750 2,750
~ 2!..

40,048

1,102

)8,946

24,lSO
12,590
2,750
~

24,150
12,590
2,750
~

40,048

1,102

.38,946

19,061
9,494
2,J.l0

i28

31,293

-ML
)0,4.36

19,061
9,494
2,.310
~

31,293

..§!

)),4.36

19,061 19,061
. 9,494 9,494

2,.310 2,JlO
~~

).1,293

-m.
30,436

19,061
9,494
2,.3l0
~

31,293

31,293

Operating, !l'e:lght arA other
lUpel1ses lla,89O

P.ettnar'1 Charges 202
kpac-=ents 250
Intere:rt on ~ loan 2,096
Iat~rest on shorl:. tem loans (9,() ­
Interest on shareholders t

. advance3 (8%) 400

18,200
S,5OS

sao
4,193

765

800

18,200
6,198

SOC
.4,193

864

800

18,200
6,198

sao
b,087

864

eoo

18,200
6,198

sao
3,669
~

720

18,200
6,198

SOC
3,249

864

~O

18,293
6,441

sao
2,831

864

S60

18,293
6,L4l

sao
2,411

864

b80

18,293
6,441

sao
1,993

864

boo

18,293
6,441

500
1,572

864

J20

18,293
6,44l

sao
1,152

864

240

17,482
L,996

400
133
864

160

11,482
4,996

400
315
864

80

11,462
4,996

400

86l&

17,482
4,996

400

864

17,482
4,996

400

864

Tatal costa

let 1Ju:D:ae subject t.o !'01alt,.
Ic7llty at 1.5%
1neca" tu.

~ 1,200

'J ,0.38 .31,163

(7,263) 6,442
. b83

30,75,

10,163
762
810

30,649

9,204
690
851

~,1S1

8,6)7
648
799

29,6$1

8,07260,
747

29,489

9,457
709
875

28,989

9,9S7
747
921

28,491

10,455
78U
gC,'l

27,990

10,9$6
822

1,013

27,490

11,456
859

1,059

24,63'

5,801
435
537

24,137

6,299
472
sa3

23,742

6,694
S02

702

23,742

6,694
SOl

2,477

23,742

7,551
S66

2,794

1,0001,000 1,0001,0001,0001,0001,000

7,67)
2,8.31

10,704
7,1.31

1.5

l,Q()) •

6,720
3,249
9 969
7:~59

1.3

1,000

7,190
3,669

10,8S9
7,~6~

1.3

7,663
4,087

U,750
8,387

1.4

1,000

8,591
4,193

12,78U
4~1~~j

3.0

5,959
4,193

10,152
4,193

2.4

~nt ot D'V loan

lepqmem. ot ahareho1ders
abance"

Lee( ten Debt serrlc~ Coverage
Xet. 1ncome atter ro:,-a1ty ITvl ~.'lT

J.dd back 1lltere:;t on ICFW loan
Tot.u
Debt. service on Ii':l loan

Debt lfervice coverage (time3)

SOURCE: IBRD Report, .June 5, 1970



.u.crtI J d 1 lS11"' ( "4,0' "tW;

A.'Nb"EX· .VI
Page 2 of 6

ES~'TED n~CO~{E STAID-8m. 1973- 1999

Production

1.n 1.93 1.93 1.93 1.93 1.93 1.93 1.93 1.93 1.93 1.93 ISS 1.;8 . 1.$8 1.$8 1.$6
24,900 39,600 39,600 39,600 39,600 39,600 ll,800 U,BOO hl,800 U,600 U.800 32,200 32,200 )2,200 32,200 )2,200

J,333 29,183 30,737 30.737 30.737 30,737 30,737 30.737 30,737 30.737 30,737 24,259 2a,259 24.259 24,259 2!:lI~59
4,000 34,~68 36,989 ,36,989 36,989 36,939 ho,992 40,992 40,992 40,992 40,992 30,912 10,912 ,30,912 30,9l2 30,912

Ore Mined (z:l.illion tons)
Itat te Produced (tons)

Sales o~ Hi and Cu

Ii (thousaIld Ib)
C\I (thous:l.'1d'lb)

Prie~o~ Hi and Cu

10% 95% 1~

Hi ($/lb)
C1 ($/lb)

1.30
0.50

1.)0
OSO

1.)0
OSO

1.30
0.50

1.30
0.$0

1.30
oso

1.30
0,50

1.30
0.50

1.30
oso

1.)0
0,50

1.)0
oSO

1.30
0.50

1.30
0.50

1.30
0,50

1.30
0.$0

1.)0
aso

" Incan!! !ron S:Jles

46,489 46.469 )6,3C4 36,3cq ,36..)~

J;i~l J;~f J;~i jg;~~ )g~~

Hi
Cu
S at R22 per ah. ton '

, Co at $2.38 per lb ,

total. IncCl::\e
~:S:J 3% or Hi & Cu
payable Y.G

Sa1es Rave."1ue - net

3,095
III11.29,CO
---ll
,,077

136
~

. 27,0913
12,488

2,750
-.2Q!.

42,837

1.188
~

28,5Ll
13,21.0

2,7$0
527

1lS,028

1.2;3
43,71)

28,Shl
1.3.,2],0

2,750
-ill.

1lS,028 .

1 253
43;77;'

28,SU
13,210

2,750
--ill

45,028

J.2)J
,71)

28,Shl
13,210

2,750
-..m

28,5Ul
14,640
2,750
~

28,541
1.4.640

2,750
~

28,541
14,640

2,150
~

28.;hJ.
14,640

2,750
-ill

28,5!U.
14,640

2,750
~

22,,26
ll,Cl10
2,J10
--ill

22,,26
ll,C40

2,.310
-ill

22,5'26
l1,C40
2,310
-ill

22,$26
ll,C40

2,310
~

J6,3Cil

1007
J~:2n

22..526
11,040
2,310
~

J5..lC4 •

!ret Inc:ano .l1'ter R:oya1ty & tax (h.827) 8.980

Rep<J3tlent or Utl'1Oan
Re~t ot Sb:1rehalders' Adv.

I.ct1g-Tem Debt Sarvice Coverage

!l~t Ir.r.nl18 attar Royalty and
Tax

add back interest on lrF'rl loan
total
Debt. Se..~1.ce on U,{ loan

10,998 11,086
4,193 ",087

15,191 . 15,173
4,193 8,381

18,293 18,293
6.4ll 6,ill

5CO . 500
1,993 1,572

87) an
)00 2ho

28,hOO 27,919

16,794 17,275
1,260 I 1,296
2.U10 6.392

13,12h 9.tlli

1&,300 4,300
750 750,

12,!L5J ..
9J4
~

..2.,-<1.U

87)

1111 482
~,996

Sco

·873

1l,~S
658

h.2)5

"§'lli

873

17,b82 1"1,482
4,995 4,996

SOO $00

6,14;
.ns

6,460
1&,615

24,226 2),851. 23,851' 2J,851

17,482
4,996

500
.llS

87.3

60

11,071 ll,U6
830 853

4.095 h.2)5

6.11~ 6.35)

1&,300
7S0

,,879
733

6,6l2
S,OB

17,482
4,996

SCO
733

873

120

24,7~

10,593
794

),920

.1:.8..79

4,300
750

18,293
6,wu

$00
1.tS2

873

180

9,85'ool
1.152

ll,cc5
5,162

27,439

17,755
1,332
6,569

9,8"..1

4,300
750

9,587
1,572

11,159
5,812

13,124
'1..993
15,117

6,293

18,293 18,293
6,44l 6,W

sec SCO
2,831 2,m

873 .873

laO 360

1),183 13,583
2.831 2,m

16,014 15,994
7,131 6,711

. 29.35S 28,878

15,8)6 16,316
1,188 1,224
l,L65 ISC9

13,18) 13.5'63

4,300 4,300
750 750

11,884
3.249

lS,133
7,549

18,200
6,198

500
3,249

873

4eo

29,500

lh,27S
1,011

--hB2
ll..!.-~

4,300
750

lJ!,484
3.669

15,153
7,969

18,200
6,198

5CO
,3,669

873

S40

29,930

13,795
1,035
1,276

!h~!

h,300
?so

30,458

13,317
999

1.232

11,086

'4,300
750

18,200
6,198

500
4,087

B73

600

16,200
6,198

500
4,193

87.3

, 600

)0,564

13,211
991

1,222

10,998

18,200
,,875

$00
'h..193 ,

81.3

600
1.200

Jl,wu.
10,208

766
--..Ml

lS,OOJ
672
250

2,096

250

JOO
(8.800)

9,768

(4,627)

Operatlngll .treight and
other exoeD.3es

Re!'inery Charges
R.oplace:nenta
Interest on !Ft'lloan
Interest on short tem
loans (~)

, Interest on Shareholders'
advances (8%)

,Inventory AdJust::ent

, ' totalCosta

lat InC0t'\8 aubject to roralty
Roralty at 7S% '

. Inccc.e Tax
. .-

. ; ~ .
I;·

i "

~bt. Service Coverage (times) ).1 J.6 1.8 1.9 2.0 2.0

SOuRCE:
1

IBRD Report, June 5, 1970
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BAMlDI.l!O all:JiSSICE Lm.

:Smrl'!ED SOURCE JJIJ) APPUCI.'f[OIII or PUJIIB - 1973 - 1999
(in thoQaaDda 01 R~lw:!s)

ConetncUCID mJ !2l!l !m !m mz. m! m1 ~ !2!!l ~. Y!l l2!l ~ ~ !2§Z ...l2LPwr104

~

Nc:t. Inec.e .rter Ro7alv 8,m-and Tax (7,263) 5,9S9 7,663 7,190 . 7,620 7,813 8,289 8.~ 9,121 9,S38 4,629 S,2J&4 S,b90 .3,71S 4,19.1
Pro,,1aiona tor Replao-.t 2$0 sao SOD sao SOO SOD SOD SOD SOO SOD Soo J&oo laOO 400 400 400
lce~ ot Ro7a1t1. JaB.3 m = 6b8 60S 709 747 782& 822 859 I&JS 472 S02 S02 S66
Aceruala ot r.x. 799 7IJ7 87S 921 967 1,au 1,OS9 531 58.3 7t2 2,477 2,79b
Inc:reue ill !l"adIl CNdita 1,800
Inc,..... in Short 'Ia.. IA*I8 a,sco 1,200
Shlrebalclel'll'~ 10,000
£quit.,. 29,000
OW IDm ~

72,000 13,281 8,1Ia2 10,663 9,70& 9,137 8,S72 9,fJS7 10,4$7 1O,;SS n,1&S6 1l,~ 6,2al 6,699 7,094 7,091& 7,9S'1-- -- -- -- -- -- -- --lPPLICATIClIS

!;Qit.al CQ8t. of Project 68,.
StQreI an4 Spare FIar'ta 1,870
Inc:r-.s. or Aa~

<Apitolised Intereet 2,096
Proepec:t1DI .320
!JIproY-*1t. in bou81nC 500 sao soo SOD

RrIpaJIIlIIIt.otDV~ 4,300 4,300 4,.300 4,.300 4,.300 4,)00 4,300 4,300 4,.300 4,.300
Ezpen41ture tor a.p1a~t 2SO soo Soo sao sao sao soo sao sao sao soo 400 400 400 400
PQDC~ ot JkJ3'alu. 'ISO 'ISo 'ISO 'ISO 'ISO 'ISO 'ISO 'ISo 'ISo ?SO 7$0 'ISO 'ISO ?SO 'ISo 7$0
~t. ot 'rue. 8lO 8Sl m 747 87S 921 967 1,au 1,OS9 S.37 sa.3 702 2,477
Incl'8&M (Dec:~)1n

IDftDtor'7 8,800 (1,200)
IDcl'UM (Dac......) in
Rec.h.~ 7IJ0 2,380 (7IJ0)

D1rtdeDcl ~'- 7,000 1,800 1,800 1,800 2,500 .3,000 .3,400 .3,900 4,.3'1S S,OOO S,700 .3,200 4,100
~t ot 5bareba1dors'

ActrIIlc. 1,000 C'S§) 1tn1> 1,000 1,000 1,000 1,000 1,000 If~) (S::i)IJIc..... (DtcNUlt) in cub 1.146 ~ ~ 1:am ~ ~ ~ --A ~ ~ .uw. ~ ~

~ ~ ~ 10,663 :.a ~ JAW :"m ~ ~ 11,436 ~ ~ ~ ~ JaI .wa.

1 Rand = $1.40

SOURCE: IBRD Repo~, June 5, 1970

LIJ[i'ED OF f i Ii i 'L HS]!

, '. ~

4,l91
400
S66

2,n1l

4,000

2O,2S0
4.3,07S

8,8&;
12,4lS
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BAl'.AmQM CG:CESSICI5 UD.

19!1/?9 ~

(~h) (Diac:ounted
at. as)

6,lhS

500
830

la,096

9,8S4

SOO
1,332
6,S69

9,S87

soo :
1,296
6,392

JJ~8) 13,1..24

sea SOO
1,224 1,260
1,509 2,UO

13,lB}

sao
1.lea
1.46)

11,LB4 u,~

Sal $(X)
1,035 1,071
1,27' 1.320

sea
m

1,232

11,066

1S'ID!1'fKD SOURCl3 .A..~ .tP'FIJ:c.l'l'IcrB 01 nmm - 1973 - 1922

(in thousanca or Pand.s)

1212!m!m mf ~ ~~ lill ~

10.998

sao
991

1,222

~.

P:rorls1cco for lbplaca:.eo~

: Accru:al.s of Ba,ralU*I
AcCl"l~ or ':a:no
InC1"04H in tr~ Cred:1ta
Incl"UUe in Short Tena~
Sha1"eho1dera Advancu
Iqrl.~ .
UrI I.oaA

.lPPLICAntm

e.p1t&1 C<:st of ProJoct 68,9t'4
Stores an4 Sp3re part4 1,8'70
~of.u"e~

Cap1talUcd intereat . 2,096
Pr=pccUZll 320
bpooTCl:lICnt 1n 1Ws1ne SCO sao SOO SOD

.~tofmI.oc:1

2SO SOC "'m b,300 L,~ .,300 b,m ".I~
4,300 !a·m Q,~ Q'~ SOO s:oI:lt:pemi~ for !ep4eCl:le%lt SOO SOO SOO )CO SOO

Pa3"n=\ of Ro1a1t.1A:a 'ISO 'ISO ?SO 'ISO m 1,on 1,188 1,224 1,260 1,296 1,332 79'4 830 853 SS8 9JQ 2)4 2S,7lO ll,o'1S
P.Qunt. of Tues 1&.62 1,222 1,2~ 1.216 1,320 1,46S 1..$09 2,bJ.O 6,392 6,569 3,920 la,096 11,2.35 4,235 L..,!C18 ~,J)l 28,9 SO

~ (DecrN... ) in
8.eao 0;2(0)Izmmtor-r

Incre4" (~) in
Rece1nb1ea 2,!60 9$0 160 ('1SO)

6~ "l68 2(5)11 ~,7?lD1~~ta 3,Soo 10,000 S..soo 5,800 6,17S 1,m a,SOC 1,775 3.300 4,700 1,9.30 6,SOO 6,hOO 6,350 1,XlO
~t o! Sba.-oho1.dns' (15C-2S:2)O (15~lJ,jJ)

AdnIn.ca 'ISO ?SO 150 'ISO ?SO ?So 'ISO ?SO 'ISO ?SO
~ (Dccreue)in Cub 1,,146 T S,9$8 1,339 ~ Ja2 10) 303 77 1,200 5,219 261. (J,lXO) <5,229) 92 ) (1.-;) 11

72,000 l.J4421 10.706 ~ !h...811 p..·m~ .61 336 ~~ 17,294 !!~ l8,25S ~on ¥til; 11!2M ll'!'N l2;ID ~--1/ Qo\,,~nt. s~re 0" divi&!nd. 111 1~ wnten, lidded +'0 ~;raltT am tuell aalCM p.1M.,m,:Yn oYer t.hP 2-5 J'flAT :ll~ l1!'ft_

1 Rand = $1.40

SOURCE: IBED Report, June 5, 1970
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As or J:L'1\:.3ry 1, 1973 :L'1d Dect!J.-:ber 31. 1913 - 99

(r~:Ju~'i~.:!" o~ ~..a~d3)

Jan. n
1973

Current Assets

Dec. )l
1973 1974 1975 1976 19n 1978 1979 1980 1981 1982 1983, 1985 1985 1987

CaM '!ttd &nk Ba1.mce
A.ccaunts Receivable
Inventor-j'
Stores and Spare Parts
PTep9y:t2nt ot Royaltle.:J

Total Current Assets

1,146

1,870

3,016

1,721
7uO

8,800
1,870

. 750

13,887

7,189
3,120
7,600
1,870
1,017

20,796

9,102
),120
7,600
1,870
1,005

22,697

',1.46
3,120
7,600
1,870
1,005

22,801.

8,582
3,120
7~600
1,870
1.161

22,339

8,005
3,120
7,600
1,870
1.312

21,907

8,165
3,2Z0
76,00
1,870
1,353

22,108

8,197
3,120
1,600
1,870
1.3~6

22,113

8,281
3,120
7,600
1,870
1.J22

22,193

8,320
),120
7~600
1,870
1.250

22,160

8,3J8
3,120
7,600
1,870
1.ill

22,059

7,570
2,380
7,600
1,870
~

20,975

2,)32
2,380
7,600
1,870
1.7.34

lS,956

2,O'ol3
2,330
7,500
1,870
1,932

15,875

4,oS,
2,380
7,600
1,870
2.2)0

18,lS,

4,309
2,J~O

7,500
1,870
2.lli

18.1513

11,316
2,3aQ
1,SCO
1,510
2.593

18,764

Fixed Assets
Less P.epayt".ent or

Uri toa.'1 .
FU:ad J.33ets after

Deb,t Rep.:lJ"l:lent

'fotal Assets

W3IU1I ES )JID EQUITY

68,984 7l,hOO : 72,hOO 12.1900 73.uOO n,L.co 73,uOO 73,L.00

1&,300 8,600 12,900 17,200 21,500

68,600 6h,8CO 60,)00 56,200 ~

91,hOl 67,139 l32,h07 78,)08 7!t,C~3

73,400

22.800

~7t600

69.193

13,L.OO

30,100

L.8.3oo

65.h60

13,400

J4,400

.39,<:00

61,069

13,L.OO

38,7&

~

5'),676

73,400 73,400 7J.l4OO

I&J,oco 43,000 ~3,OCO

JO,4ro JO,!oco JO,l;CO

h6,366 L.6,275 L.8S55

73,400

43,000

JO,~oo

L3,973

7}.I~OO

bJ,cco

~

.!;~,~

C!l.-re:tt tiabllit1.es

Accounts PaT-lbl.e
Sho:-t Tom IDaru
!:Fti M.1turitie3 due

1d.th.1n 1. year
Accru.U.3 tor Inca:te ~ax

t~tal turNnt Liabilities

., °l'To.islons tor r.ef'llac~ent;.

!eng Tert1 toms: '

1,800
8,,00

1,800
9,700

11,S00

sao .

1,800
9,700,

4,300

~

'16,610

Soo

( .

1,800
9,700

1&,300
~

16,651.

sao

1,800
9,700

1&,300
...122.

16;599

$00

1,800
9,700

4,300
-ill

16,541

SOO

1,800
9,700

b,3oo
~

16,67S'

Sea

1,800
9,700

1&,300
-m

16,721

SOO

1.800
9,700

1&,300
--2§l

16,767

SOO

1,800
9,700

1&,300
~

16,8lJ

SOO

1,800
9,700.

u,3CO
1,C59

16,659

SOO

1,8CO
9,700

4,300

--2l1
16,337

1&00

1,800
9,700

1,800
9,700

1,800 1.800
9.1700 9.700

2.477 2.794

13,911 . 14,294

1&00

l,em
9.700

nv I.o3tU (less ons 1e:lr
aaturi t;y) hJ.ooo

~..ut,. an::! Shareholder-s'
~

b3,ooo hJ..OOO )8,700 34,uOO 30,1.00 2S,8oo 2l,SOO 11,200 12,900 8,600 1&,300

Sharel\o1der-s' Advances
ShAre C3.pitd
Accunn.uLt tad Ne t Income
~s: D1T1dends Paid

29,000
10,000
,29,OCO
(7,263)

10,000
29,000

7,287
C7,000)

9,000 8.000 7,000 6,CCQ S,OOO 4,IJOO 3,000 2,COJ
27,000 29,000 29,COO 29,000 29,000 29,000 29,000 29,<:00
3,650 4,7~0 5,360 7.133 8,622 10,026 ll,!ili7 12,785

(1,800) (1,'800) (1,800) (2,,00) 0,00) CJ,400) O,~co) (4,375)

1,000
29,coo
8,939

29.1COO 29,000 29,000 29,0:0
9,a3) 10,373 a,3ea 9.1379

(5.000) (5,700) 0,200) (4,100.)

• 29,0C'0
9~70

(4.. 0c0)

. llinL 37.696 39.287

85,287 92,595 9"CJ}1

total Equity and
Shareholders' :~dva.'1ce3 29,000

fatal 't1abUi tie:s

Clu'rent. !bUo

~ Tllm Debt /.
E4dtr Ratio

1.8

SJi1&1

1.3

~ 39.940 39.550 J9,6H 32.622 39.626 )9.~..7 J9.l.U0 43,239 ,3).883 33.61) 3l:.1~3 ~

91,401. 87,139 82,u07 18,308 7L.,~) 69,793 6S,h.60 61,069 SS,676 u6,J5S 46,275 u8,S5) 43,973

1.3 1.3 1.3 1.3 1.3 1.3
1

1.) 1.) 1.) 1.} 1.J 1.) l.}

1&6/54 1&31S7 .39/61 3$/6$ JOno 2SnS 18/82 10/90

1 Raild

SOURCE:

= $1.40
IBRD Report, June 5, 1970

John M
Best Available
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A.J.3Ef3
~t As~ets

';~:on and 3~nk 3.'t1;onc~ 1:,145
.\C(':"\L'1t~ H.cct'iV:lola
Invp.nt.-lrJ
c;t.~rp.s and ,3.,are ?arts 1~870

\"'c·.I~Yl"~nt .,C Ro:ra1ty
Tot:\1. C')~l'en:' As'i('ts p;m:s
F1X('d A.~~P.t3

nxe~ ,\3sets 68,984
le:>:.t re~ap;en~. or KF:l Loan

Fued A:tseb after Debt
re;13:Flcn t .58,984

fotAl A:l"cts 72,~

LYA3ILTIE3 &. EQUITY "
~ur'['cnt Li.:\bilities

Account'.s tajable
.iho.~ Ter::. Loans
KFr (1., turitlcs due

',dt.'lin 1 )1:;U-

• Accruals for- Incc.:;e Tax

Total Current Liabilities

?r-ovlstor.5 tor Rel.llace:nent
Lon?, "1t>r;;\ LO·3.:1s:

!U'".l Loan (less ace ]ear
J:1<'lturHj') 43~noo

F.guf.tt ~ !Jh3reh:>lde:-s' .\dvances
Shareholders' 1d·tanC~3

Share C."1ji~1 29,0Q:)
Accu::ul-1t..:1 ~ftot In.c:o::\c
!'p'AS: Divideoo,;, °ald

tot"l Eqult;r !l 5hart'holcc:.s'
Adv~n.:e3 29,O~

'1'otal LhhLll to ie:'l 12 t .XU

Current. Ra tlo
I.oev,rcn-•.Ocbe/Etr.J1t.y Ra.t.i~

1,800
9,700

U~500

2S0

7,;00
29,oro
(4J 827)

1.)
,7!U)

7,111
3~400
7,500
1~8n

73t:
2J;7I5"

U,900

1,800
. 9~700

11,962

43 J ooo

1J ,OO
29~OOJ

4~153
(J,r;oo)

8,450
)~59J

7~6C()
1,670

493
2I;97!

72~lt:xl

10

I J 800
9.700

h~300

~

It,022

Sao

)8,100

7,sOO
29~00J

11,S51
(10,JUO)

6,745
3,5-5-J
7,6')1)
1~870

2h4
~

72 J 90J
4,)OJ

68,6ao

90,619

1~800

9~700

h~300
1.212

17,032

5,750
29J OOO
8~4)7

(S~Soo)

1.)
4i/53

9.1 167
3,550
7~?Xl
1~87J

~7'

73~uOO
8.:)'Y.)

64,8:x>

85,997

1~800
9,700

4~300
1.276

17~076

30~lOO

5~t)OO

29~:X>O

10J 121
(5~8;)J)

.~

1.3
43/57

9~27Q

)J1)50
1~50'J

1.870

~

73~40)

12~9'JO

60,500

82,800

1~800

9,700

4~JC()

~

11J 120

• Soo

,,250
29,O'.>J
11~9')5

(S~ 775)

19, )80

82,8·;0

1.1
iLJ/~

9',,73
),5'&J
7J SOO
1 J 870

~

73,400
11,2JO

5-5,200

78,803

1,8:0
9,700

4~300

-hill
17,255

500

21,500

11,,00
29,00J
1h,vlJ
(7 J975)

39.r;3S

78,8J)

1.3
35/5,

9,550
3J 55-J
7,600
I J810

~

73 J IJOO
21JS~

51,900

71.1,5'8:>

I J 800
9J 7oo

4J )00
..LS.Q2.

17J 309

17J 2oo

)~7S0
29,XJO
15,.121
(8,500)

1.)
3017J

1f)~8S~

),550
7,600
1,870

moo

7J,u~

2$ JdXJ

47,600

n,l8:>

1,8~

9.700

4~m

-l..JD.Q.

16~210

$00

12~900

)~O':))

29,:})O
15,Shl)
(7 J 775)

1•.1
2l!l75

1'>J 069
. ),550

7.600
1~810

~

73,1:00
)O~lao

i~800
9,7'~

u,JCO
~

22,192

500

8,600

2,250
29,00'.)
13~157
(JJ300)

1.)'
17183

15,350
3,560
7~SOO
1,810

73 J uCO
J4,!JOO

l,S.:;o
9J 700

4~300
..Q..5.i2.

22~}59

,00

4J )00

1,SOO
29~OOO

15,4U
(u~nJ)

. 1.3
9/91

1JJ J50
2J 810
7J5.'))

1,8?!>

7J~400
38 J 700

3h,700

60,330

1,800
9,'nJ

7SQ
29 J OOJ
12 J 2?O
(lJ93J)

LO,ll:)

SO.JJ.1

1.)

a,l?!
2 J 810
7J5~i)

IJ810

73~L.OO
u),OOJ

)0,400

50,801

29~~OO

12 ~2~S'
(5,500,>

1.)

8.213
2 J 8l-J
7J&Y.>
l~niJ

~

13,hoo
43J ooo

3J,~OO

50,693

1,800
9,m

29,0))
12,:>58
(5~4:)J)

3u,-5.,a
;0,393

1.)

8,215
2 J 813
7~5;>J

1,87:>

73,h"n
4J J CQJ

30.1.00

5:>.595

29~~·))

12,011
(S~J5J)

l.}

8,m
2,5n
7,;ij)
IJl'7')

l. J SQJ
9~m

29,JJO
usn
{7.1:~}

~h.272

• t J·:2,)

1.3

8,2U
2,BD
7.m
1,d7J

23;m

7J.~:n

43,OJJ

)J.!l1J

5.).8'11

l,8Jt)
9,1:}:1

~,5~3

15,1·)3

5:0

29,ox>
12,183
(0,9:)0)

3~.23J

50.891

1.)

SOURCE:

'.

_e- ~ ...,"

IBRD Report, June 5, 1970

. ., Q

John M
Best Available
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AID-DLC/P-915
ANNEX VII

GOB REVENUES FROM MINING ·PROJECT
(~llions of Dollars)

1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989-99

CASE I - (Based on
estimated lower
level metal prices)

Roya1tyY 1.05 1.06 1..05 1.05 1.05 1.05 1.05 1.09 1.15 1.20 1.05 1.05 1.05 1.05 1.05 1.05
Income Tax'Y 1.13 1.19 1.12 1.05 1.20 1.29 1.36 1.41 1.48 .75 .81 .. 98 ~.47 3.91 3.91
Dividendsl! !.47 ~ .~8 .38 ...:.2l. .63 .71 .82 .92 1.05 1 .. 20 ..67 .86 '.84-- --

Total 1 .. 05 3.66 2.62 2.55 2.48 2.78 2·97 3.16 3.38 3.60 1.80 2.91 3.23 5.19 5.82 5.80

q~SE II :.. (Based on
estimated higher

. level metal prices)

Royalty!! 1.07 1.39 1.40 1 .. 46 1 .. 50 1.67 1.71 1.76 1.82 1.86 1.11 1.16 1.20 1.20 1..31 1.31
.Income TaxY .65 1.71 1.72 1..79 1.85 2.06 2.11 3.37 8.95 9.. 20 5.49 5.74 7.34 1.34 6.45 6.45
Dividendsll .73 2.10 1.15 1.22 1.42 1.67 1.79 1.62 .69 -..:22. .41 1.37 1.34 1.34'. 1.53 1.45-_. -- -- --

Total 2.45 5.20 4.27 4.47 4.77 5.40 5.61 6.75 11.46 12.05 7.01 8.27 9.88 9·88 9·29 9.21

!I 7.5%· of profits before taxes including minimum guarantee of $1.05 million per year
•

gj 40% of ne~ income after deduction of royalties and a capital expenditure allowance

'JI Represents 15% of BCL's projected dividend distribution which is· the GOB % equity in BCL
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AlmEX VIII

DIFRASrRUCTURE .PROJECT

Rate of Return on l.finin& Project plus Infrastructure Proj ect

Running Costs 2i
~ Infrastructure-

680
13,551
39,783
41,923
39,817
38,716
38,.370
39,203
39,228
39,268
39,300
37,026
30,,826
30,,826
30,826
31,083
31,683
31,683
31,683
31,683
31,683
31,683
31,683
31,683
31,683
31,683

Total
Revenues

Total
Costs

10"fro
21,586
.40,110
JO,8SO
19,0Sh
23,128
23,9h8
24,019
24,090
23,191
25,7h4
23.,991
24,051
24,lll
23,502
21,944 .
21,S?,
21,909
21,945
21,952
22,021
22,062
22.10S
22,lk7
22.,192
22,239
22.288
22,3'39
22,39'2

Rand 1,000

ExtraL!
Customs
Revenue

680
2,070
1,430

170

Revenues 3/
Mine- Inf'rastructure-

1l,380 101
38,218 135
40,700 153
39,641 i76
38,523 193
38,146 224
38,946 257
38,946 282
38,946 322
38,946 354
36,636 390
.30,436 390
30,436 390
.30,436 390
30,693 390
31,293 390
31,293 390
31,293 390
31,293 390
31,293 390
31,293 390
31,293 390
31,293 390
.31, 293 .390
31,29.3 390 .

132
220
218

~J714
1,783
1,860
1,931
2,002
2,069
3,820
2,061
2,133
2,187
2,244
2,276
2,"301
2,341
2,377
2,liI.4
2,453
2,494 .
2,537
2,579
2,624
2,671
2,720
2,771
2,824

2,2.38
14,990
21,345
22,088
22,088
22,088
21,722
21,924
21,924
21,924

.21,924
21,318

.19,468
19,568
19,568
19,568
19,568
19,568
19,568
19,568
19,568
19,568
19,568
19,568
19,568
19,568

Capital Costs
Mine Infrastructure

10,500!! 100
14,800 6,654
23,400 16,490
17,100 11,294
l~OOO 1,350

Year ending
March 31

1970
1911
1972
1973
·1974
1975
1916
1977
1978
1919
1980
1981
1982
1983
1984
1985

·1986
1987
1988
1989
1990

·1991
1992
1993
1994·
1995
1996
1997
1998

1/ Includes Rl.5 mUlion pre-1970exp1oration expenditure .Rate of Return -(a)
2/ Including additional Government recurrent expenditure
~ Revenues from sale of power to FrancistownIV Extra customs revenue resulting from infrastructure imports under

customs revenue sharing agreement with South Africa.
1 Rand =·$1.40 SOURCE:IBRD Report, June 5, 1970
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Projection of Recurrent Budget Deficit ~
Annex IX

(millions of dollars)

1970/71 71/72 72/73 73/74 74/75 75/76 76/77 77/78 78/79 79(80 80(81

.Revenue 10,.'5 11.3 12.3 13.3 14.4 15.7 16.9 18.5 20.0 21.7 23.5

E~enditu.re 20.6 21.8 23.0 24 .. 2 25.5 26.7 28.3 29.8 31.5 33.2 34.9
~Assumption A)

.Deficit 10.1 10.5 10.7 10.9 11.1 11.0 1l.4 11.3 11.5 li.5 11.4
(Assumption· A)

c;

Expenditure 21.1 23.0 24.9 26.9 29.1 31.4 33.9 36.7 39.6 42.6 45.9
(Assumption B)

Deficit 10.6 11 .. 7 12.6 13.6 14.7 .15 .. 7 17.0 18.2 19 .. 6 20.9 22.4
(Assumption B)

I
I

Y Excluding revenues from, and expenditure s related to, prospective mining developments.

>
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ANNEX X
Project No.

A.I.D. Loan No.

CAPITAL ASSISTANCE LOAN AUTHORIZATION

Provided from: Development Loan Funds
Bots'VTana - Shashi Project

Pursuant to the authority vested in the Administrator .of the Agency. for
International Development (hereinafter called "A.I.D.") by the Foreign
Assistance Act of 1961, as amended, and the delegations of authority
issued. thereund.er, I hereby authorize the establishment of a Loan
pursuant to Part I, Chapter 2,.Title I, the Development Loan Fund, to
the Government of Botsw'ana ("BorroHer"), for relending to 'bhe Botswana
Water Utilities Corporation (WUC), of not to exceed Six Million Five
Hundred Thousand Dollars ($6,500,000) to finance foreign exchange and
local currency costs for procurement of water pipe, valves, fittings
and related commodities and services, to be utilized. in the construction
of the water transmission line portion of an infrastructure project in
support of a mining operation in Botswana. This Loan is subject to the
following terms and conditions:

1. Interest and Terms of Repayment.

Borrower shall repay the Loan to A.I.D. in U.S. dollars
within forty (40) years from the date of the first
disbursement under the Loan, including a grace period of
not to exceed ten (10) years. Borrower shall pay to A.I.D.
interest at the rate of two percent (2%) 11e1' annum during
the grace period and three percent (3%) per annum thereafter.

2. Other Terms and Conditions.

a. Commodities and services financed under the Loan shall
be procured. from the United States or Botswana.

b. As a condition precedent to disbursement under the
loan,A.I.D. shall approve the terms of the Borrower's
sub-loan of the A.I.D. loan to the Water"
Utilities Corporation.

c. The Loan shall be subject to such other terms and
conditions as A.I.D. may deem advisable.'

Assistant Administrator for Africa

Date ., ..




