
AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON DC 20523 

ACTION MEMORANDUM FOR THE ACTING A 

FROM: LAC/DR, Dwight B. Johnson 

SUBJECT: Guatemala - Electrical Power R serve Pr 
(520-0344) 

Problem: Your approval is required to authorize the obligation 
of $7.0 million in Selected Development Activities funds to 
finance the provision of electrical generation equipment and 
spare parts to be used in support of the Guatemala electrical 
power reserve system and to approve certaiu procurement waivers • 

. 
Discussion: As a result of growing concerns on the part of the 
Govern~eni of ~uatemala (GOG) regarding its ability to provide 
adequate power supply to the countLY, a team of U.S. Army 
experts was sent to Guatemala in early May to review the local 
energy situation and identify problems giving rise to GOG 
concerns, particularly those which might be ameliorated with 
U.s. assistance. The essence of the team's findings was that 
while the technical competence of the personnel at the National 
Electricity Institute (INDE) and the Guatemala Electric company 
(EEGA) was very high, the infrastructure system was weak, 
consisting of hydroelectric sites operating below capacity 
because of lack of water or technical problems, a series of 
aged thermal plarlts operating at or near capacity to compensate 
for the hydro problem, and poo rotating reserve which would 
allow the thermal units to be pulled off lioe for much needed 
maintenance. The new, 300 MW Ch~.xoy hydroelectric system is 
nearing completion and will be on line sometime in mid-1986. 

Due to delays in getting the Chixoy generation started (it was 
originally slated to begin operations in 1983), Guatemala has 
experienced considerable difficulty in meeting electricity 
demand and has been using the existing plants well beyond their 
scheduled maintenance dates to meet the demand. The consequent 
strains to the system led to a major breakdown in mid-June, 
when Guatemala's :argest thermal generator went down with a 
failed bearing, causing a loss of 53MW of power output. The 
resultant deficit had to be met through rotated blackouts, 
mainly in Guatem21a City. The crisis has eased for the moment 
as seasonal rains have permitted some increased generation at 
hydroelectric facilities. However, this has not created a 
reserve power sup~ly sufficient to allow overdue major 
maintenance w~rk on overused units. Future outages could be 
substantially greater with more severe consequences. 
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The GOG believes that electricity supplies will reach adequate 
levels when the Chixoy plant starts in 1986. This will allow 
existing plants to be rehabilitated in 1986/87, thus providing 
additional reliable reserve capacity. In the interim, however, 
additional installed capacity is needed on a temporary basis to 
provide reserve services in the event that the existing 
overused units break down. 

As you know, the Central American initiative presently 
constitutes one of th~ main areas of emphasis of United states 
foreign policy. The United states government has launched a 
major effort in each of the Central American countries to 
develop and promote economic and political stability. Top 
priority concerns include increasing employment opportunities, 
prrticularly through the generation of private bu~iness 
investment, improvement of the situation in regard to human 
rights, and the promotion of lasting democratic governnents. 

The period between early November 1985 and mid-1986 will be 
particularly important to U.s. - Guatemala relations and U.S. 
foreign policy objectiv~s in the Central American region, as 
Guatemala moves toward democratic elections this November, and 
the beginning of a new govern~ent early next year. This 
politically critical pe!:iod coincides with Guatemala's dry 
season of November through February, which causes a decrease in 
hydroelectric generation and puts heavy demands on power 
reserves. Adequate economic performance and political 
stability are absolutely essential to assure an orderly and 
confident move from a government ruled by a military junta to 
the return of an effective, democratic government in an area of 
increasing importance to the security iilterests of the United 
States. 

We are concerned that power failures due to inadequate reserves 
could result in unstable economic and social conditions which 
could disrupt the scheduled elections and impair an orderly 
return to democracy. 

Projections indicate that the power output shortfalls discussed 
above could well occur at the worst possible time in relation 
to the political situation in the co~ntry. The country has 
recently reestablished a democratic form of government, with 
popular elections scheduled for early November 1985. Those 
elections and the resulting government formed by majority vote 
of the populace are considered critical to reinforce the 
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principle of well being stemming from such a system. Loss of 
electric power during this critical period, and the resulting 
economic strain and political unrest could well generate enough 
discontent in the country so as to trigger actions by some 
sections of the society to bypass democratic processes and seek 
to govern by force instead, with detrimental consequences for 
human rights. 

Such actions could undermine development efforts in Guatemala, 
shut off external private sector investment urgently needed to 
stimulate increased productive employment, and foster a 
lessening of concern on the part of those in power for the 
human rights of all segments of the society. 

To fail to address the electric power problems now when 
effective action can be taken to ameliorate this situation is 
to risk a result that will profoundly affect not only the u.S. 
national interest in reducing the threat to the security of the 
region and, in turn, to our own security, but will cast doubt 
upon our resolve to assist in alleviating the misery of the 
people in the region, including Guatemala, as well as our 
resolve to strengthen democratic institutions and provide 
support for the establishlnent of democratic governments. Many 
United States government officials, including some from the 
National Security Council, h~ve also expressed concern recently 
about this problem and have tequested that AID address the 
serious state of power generation shortfall in Guatemala. 

After consulting with the Embassy and USAID, the bureau has 
determined that the risks and threat to the democratic process 
underway in Guatemala are such that A.I.D. should finance the 
purchase of a fossil fuel generator capable of generating up to 
50MW of power for reserve purposes for temporary loan to the 
GOG, beginning in late October and until such time as the 
Chixoy system is fully operational, probably in mid 1986. 
Thereafter, we will make arrangements to have the generator 
made available for use elsewhere in the region on terms which 
remain to be decided. 

Under the subject project, we also propose to finance 
approximately $1.0 million worth of spare parts for eXisting 
generators which have been identified by the GOG as being 
critically needed, and which it is unable to finance because of 
the severe foreign exchange shortage extant in Guatemala. 

Achievement of the Project purpose, which is to assist 
Guatemala in maintaining an adequate electrical power supply 
reserve during the period of transition to a new democratically 
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elected government, requires that the generator be purchased 
and on line no later than October 31, 1985. For this reason, 
the Bureau intends to procure the generator on an expedited 
basis and seek the procurement waivers discussed below. 

Congressional Notification: A congressional Notification for 
this Project was sent to the Hill on July 12 and expires on 
July 27. 

Recommendation: 

That you authorize the vbligation of up to $7.0 million in 
Selected Development Activities funds for this project. 

I } 

~/. / ItA t1i~IJ ~ Approved: 

Disapproved: ----------------------------
Da t e :_---""'JU""'L---..&..I .... 8~1985twW... ____ _ 

Publicizing and Competition Waivers 

Section 5.201 of the Federal Acquisition Regulations (FAR) 
requires agencies to publish notices in the CBD of proposed 
contract actions of $10,000 and above and requires a lapse of 
at least 45 days before a contract can be awarded. Section 
6.101 of the FAR requires contracting officers to promote and 
provide for full and open competition in soliciting offers and 
awarding government contracts. 

Our projections indicate that at least 90 days will be required 
after contract award for completing the necessary technical and 
logistical operations in order to bring the generator on line. 
Given these technical and logistical constraints, and the fact 
that the shortfall in power generation is expected to become 
more severe by November, if we are to provide this assistance 
to Guatemala by October 31, we must award a contract on a more 
expedited basis. 

Although we do not have time to publicize in the CBD, we do 
intend to provide for as much competition as is possible under 
the circumstances. Based upon our consultations with SER/COM, 
a market search is already underway. We have contacted all 
known sources which might supply this type of equipment. We 
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have compiled a list of eleven organizations who can or may be 
able to supply the equipment. We will conduct competitive 
procurement with those firms as well as with others that may be 
identified. 

In order to make a timely response to the need~ of the 
Guatemalan people, we propose to utilize the exception 
authorities for waiving requirements for publicizing and full 
and open competition (FAR Sections 5.202(a)(2) and 6.303-2) 
which provide that such exceptions may be made if the agency's 
need for the supplies or services is of such an unusual and 
compelling urgency that the government would be seriously 
injurerl unless the agency is permitted to limit the time 
periods specified for response and the number'of sources from 
which it solicits bids or proposals. 

Recommendation: That you certify as to the accuracy and 
completeness of the justification provided above to support the 
conclusion that the Agency's need for this equipment is of such 
an unusual and compelling urgency that the interests of the 
u.s. Government would be seriously injured if the requirements 
for advertising and full and open competition were not waived. 

) 

App r OV i2 d : __ !t_1_tfUc4-'-"';'_-..Li=-'~_/ _-h_L ___ _ 
Disapproved: ______________ _ 

Date: JUL 1 9 1985 
-----------------------------

Source and Origin Waiver 

Under A.I.D. rules, goods procured with grant funds must have 
their sourcn and origin in the United States. It is expected 
that the new generator to be procured will meet that standard, 
but variance could occur in some respect. For example, one 
generator that we know of which could probably meet our tight 
delivery schedule was manufactured in the United states by the 
Westinghouse Corporation, but is presently located at their 
generator facility in Canada. Thus its origin would be United 
States to comply with the regulation, but technically the 
source would be Canada. We believe that any deviation from 
source and origin regulations would be as minor as this 
situation described, but we should not enter into negotiations 
with a potential supplier unless we have the authority to 
procure the unit if it turns out to be the best course of 
action, price and other factors considered. 
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In addition, up to $1,000,000 in spare parts will be procured 
for existing equipment in Guatemala. We do not yet have a 
complete parts list and thus can not check available sources 
for timely delivery. However, as we will have a compatibility 
consideration and tight delivery schedule we will need similar 
deviatior. authority for purchase of the spare parts. This 
authority will not be used if project di~tates do not require 
it. 

Pursuant to A.I.D. Handbook IB Sec~ion 5B4a(7) you have the 
authority to grant a waiver of the source and origin 
requirement to include A.I.D. geographic code 935 when 
circumstances are present which are determined to be critical 
to the success of project objectives. 

Recommendation: That you grant the requested waiver allowing 
procurement from A.I.D. Geographic Code 935 countries by 
certifying that exclusion of procurement from free world 
countries other than the cooperating country and countries 
included in Code 941 would seriously impede attainment of U.S. 
foreign policy objectives and objectives of the foreign 
assistance program. 

Disapproved: ________________________ ___ 

Date: JllL \ 9 1985 
---------------------------

Used Equipment Authority 

As stated earlier, several sources have been identified which 
may be able to furnish an electrical generator which meets the 
specifications established for use in Guatemala. Although a 
few of them are new generators, many which may be considered 
are used. 

It is A.I.D. policy, set forth in A.I.D. Handbook 15 , section 
2C3e, that only unused equipment may be financed. This 
section, in subsection (1) thereof, provides that procurement 
of used equipment may be authorized when justified. 
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Because it is not now certain whether new or used equipment 
will be purchased, your authorization to procure used equipment 
is appropriate so that we may make a timely response to 
circumstances which may present themselves during negotiction. 
If used equipment is purchased, we will do so only after 
inspection by an A.I.D.-designated engineer who will determine 
that the equipmenc meets the establi.shed specifications, that 
it is in good operating condition and will perform as required, 
and that the hours of prior use do not exceed the standards for 
this type of equipment for expected future use. The clearance 
of SER/COM on this memorandum signifies their concurrence with 
this procedure. 

Recommendation: That you authorize procurement of used 
equipment for this project if after examination of all known 
eligible sources it is determined that the interests of the 
project will be best served thereby. 

) 

App roved :_",-~.;;...t_t ~_"';"'~_-LI_/Jn __ ,tL-__ 
Disapproved: ______________________ __ 

Date: JUL I 9 1985 ------------------------

Clearances: 
GC/LAC:RBMei Date 1 119 
LAC/DR:ILevy Date~ 
LAC/DR:RMcDo~a~l~d~--~~~-Date~ 
LAC/DR:LKlassen Date~ 
LAC/CE~: Frederick :--" Date "7/Z/r,~ 
LAC/CEtU Askin -S( Date $1'/5_\>-

~
) SER/CO : PHagan (Phone) Date 7-1R-R5 

?i;/ GC/CCM:KFries ~(\---} Date "1 / I';/~S 
LAC/DP JP r 11 v r Date -I.: 11"1 J,-. "~~.:.'~7' -: u ce i'~'-- I' t:j ,!..;,) 

GC/LAC:P hnson:sep:07/18/85:#0473P , 



COUN'rny 

PHOJEC'f 

PROJECT 

FY 1985 

AGENCY FOR INTERNATIONAL DBVELOPMENT 
ADVICE OF PROGRAH CHANGE 

DATE: 

Guatemala 

'rITLE I Electrical Power 

NUMBER I 520-0344 

CP REFERENCE • None • 

Reserve 

APPROPRIATION CA'L'EGORY s Selected Development 
Activities (SDA) 

LIFE-OF-PROJECT FUNDING I $7,000,000 (0) 

INTENDED FY 1985 FUNDING • $7,000,000 (G) • 

This is to advise that A.I.D. intends to obligate $7 million in 
grant tun~s from the Selected Development Activities Account in 
FY 1905 to assist Guatemala on a temporary basis in maintaining 
adequate electrical power supplies until a new hydroelectric 
plant becomes operational. This project will provide important 
assistance during the period of transition to a new, 
democratically elected government. 

This is a new project and was not listed in the FY 1985 
Congressional Presentation. 

ANNEX: A~tivity Data Sheet 



LAC/DR:DJohnson ~~ Date~ 
L.AC/?I': JPurccll. ._Da te~g5 
Li\C/CLN:DFrec.lerl " Ocr Date1.LL.L 
r,l.C/CU1: !~·)uccne r (d r.:a t) jjo:l te 

GC/LAC:L.,.;i,jhan lZr'I Datc~j~i· 
GC/IJP: C\lintur __ H,v'1-... ___ Date I 

AhA/LAC: nEutlcr ]?v\}) J)(..\te_ 

LAC/DR/CEN: Ll<1assen: lk: (11 79f ) : 7 I09/iSS z X2340.2 . 
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PROGRAM: GUflTEHALfI 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
ACTIVITY DATA SHEET CP 81-05 (4-85) 

TITLE FUNDING SOURCE PROPOSED OBLIGATION (in /nouSDnds o/dol/Qr,) 

Electri<'!al Power Reserve Selected Development flctivitieslSDA) 
FY 

19857 
I LlFEOF •. 

7,000 (G) OOOffiL . PROJECT IAuth.) 

~-520-0-j44 --1-- --- . _. --- ._- ---------_. -----+.----- ---- I ESTIMATED COMPLETION DATE NEW [!!] PRIOR REFERENCE 

I GRA"'~ ~LQM'g CONTINUING 0 None 

~r·).I,·:·t Jl.Irl)O~I"': 1n flS:-:l~t GUfltemnln In m:11nt:q1.rllng 'In nrl.~q'J,qtp 

... ·l • ..,r~~ri.'.~i1 'iv),.j ..... r .~\lppl:/ p-,;'Ur'!t'>. r1urlllJ? th~ p~rifJ~ r)f tr."ln:-ition t.o 
'\ 1\",:, '1·..,n:'\:·~·;1t.ir:ll1:; plp~'~J:,d [",()1J"~rnmpnt. 

~'l 'kr·!'}llri·j: 'i't. n !"'~'ir,:l 1,!->~.,,",('>f··n Dlirly novemh'?r l'Y~5 ilnri mir) - 19R6 

-,;il1 in I1:t!·tir':11:IT·1:.f jr:q'I)!'"'tqn!; t!; U.S. - G'L'1b~r.p11n !,",pl.qtinn:-; 11'1ri 

!I.'~. f-'r0ii~n ~1()1 i'~y nb.ipl~ti.'/('=~ in ttl'" CAntr.ql Am~ri'~;nl rp..r';inT1, H;-; 
r;'Pltem'll,'1 l'1n'~-<-':, !,I)w'fr,] d.?mncrntic pl~ction8 lhif~ rIov{~mber, flnri t,~p 

~''-~f~ir]'1il1,c; nf ~I rI'!',.r o?;c'ViJrnmpnt p~lrly tl'?xt Y0:1r. Thi8 p()liti~.qlly 

~ritir:l1 r'~r'inrt (~()irl(~irle~ wittl Gunt8m~ln'3 flry SP3son of fJ()vemher 
!-h!,",()Ilr'.h !-f'Lr:l,'1r~', 'Nhi(~l-} cnU3P~ .r! rl.pcr~A.~~e in llyirll~lp~tri~ 
rl'.':)nl?'r~ltif)n nnrl 1'1J~~ hP:IVY ripm.'lnds nn rl)itl~r re::'~~p.r'.Jf?3. W"? ;Ire 
'·nn("Qrnn·l th:lt !'I)Wf~r fnilllr!-;';, d'l>-:"! to in.'1rl.~ql1nt~ rp.!1~~rV-?8 I:01Jlri 
!"", .... :·.111t. i"1 qn:-;blt':'C. "r~()n"mi~~ nnn :JI)~i'1l ~0nciiti()n0 whir.h ~nlllci 

,J!'~rll!'~, +-hp :;,~h("i'llr?rl i"1prti.nrl;' n!l(l impair .!-In nr,i~rl'y return to 
'i"r.'-)':r~1 ~::. Th"? :~'I!1~ ri:~!-: 0f I'I)',.I'<>r f.'lillre r:!nll]'i :11Hn rlimini3h thp 
",·,·""t i ':"rl"':':~ I)f 'lnd !";:lPPU!"t ~'0!,", "~n f"?lp(~t~rl. (~o':j~rnrnf'nt in the 
f~··~~t. r.r·'nt.~\;, nf i+",~~ :1d'llinistr:-}tt()!1. F,ith~r of t,h!?:lp 0VP.!lt.=~ runrJ 
C'!)lPltl?'r to IJ.:~. int'=!'.:';;t~, in +:hp ~8t:lhl i..:>hmpnt 'If effc;octi v,':> , 

d'~rno!~r!-iti~ ~"':f)· .... ~rn711"'nt in r,!l~tpm.qlq. 

1'1" Ln ~ph:,.,", in ~hp "t~rt, nf the o1eW, 3001r .. r:hixny hy,-lr.'J"lpctric 
ph'l~ (orifcinCilly :,rohp'l"lr·,l fel, 1"f33), Guatem'lh lias pxpprif>llcf>d 
c"'I·,irl"r"l>l., rliffl~"lty in mpetill" <dectri"ity rlpm'lnrl, R.,rl h'-ls 
tn.") Ii:>i'-)!"': I~xi~tif!r~ pl'ln~ ...... w~11 tH?'y()nri th~ir seh'""'>'1l1er1 rrli']inten:1n~e 

!'t l
,,:. tn ~·I',··t (!'i~'r :nr~r"'l)in~ 'lpman'l. Th'? rp~1l1t!1f!t 'itrrtlnS to 

~I!., :~::~~~,f'rr I"d ~J) :1 ~,:l,i'J; br~rd·,:dl)·wn in mi'i Junt?, whp!1 r,11~t.pm:)la's 
l·!rt~··;~t t.I"r-n'il fY"~l{,pltr)!' iti2nt down with n burnt bearing, ~ausine 

'l 1 .. ,·,,, of [-,"1,;'" ()f )")W"" 'JUtP'lt. Th" rlpfi,~it harl to b" m.,t thrnueh 
rl)t'Jt.~ri bl·1r.t.:()11b~, fTj'linly in r;:J:1tpn:~118 City. This pvr~nt, 

f')110;';1I1r-O; r.1n:"1'?ly on th.! r,fJvernl.l~nt of Gll~lt(~m81.q In (G()G) !lttempt 
t8 imro:1P :1~1 ~cononic au~tnrity P~~kHG~ an~ its :l~hE~quent 
wi Ud rlll''11, momrntqrily thr.,qtpn.,d support for th" c!Jn'f>nt 
V(J'!f~rnm~~t. Th~ crisi~ h.!3;) ~a~_~pd tpmporf-lrily AS sP';'Jsnnal r,qinn 
~P'l"J<; penni t.!:,f;,} Gom~ inr:!rea;;ed I;en p r.qtion nt hydro~lpf':trir. 
f~,:iliti.,s. }l0weV.,r, .,v"n ~his rlevp]opment has fqilpd to Crf>at8 a 
r.,serv., supply sufficif>nt to alloH oVrJrdue mn.jo!' m'lintenance work 
nn o-,,~ r1J:->l?ri 'In its. 

':'~:". r,()r, hoI if;,'/,:\:1 th~lt: ~lQr,trici t.:( 8upp~ie.:::; will rpQ("h nri~qu:)te 

1r";"1,, ",'1"" ql" (;lli X"Y pl'lnt "t'lrt" in 1986. Thie; will Rl10w 
··xi.:ti,lf' [,j"roh I." h.' r"t,nhilitat"rl in 1986/87, thus provi<line 
:l,-!,litinn,d ; .. linbl~ r0;~(~rv'! c:)pAcity. In the int~rim, howev~r, 

... !,] if. i 'm" I i 'I:' t '. 11 ,...,j '0'1 f'"c i ty i:: nee~.,rl to prnvi~p r.,e;8 rve 
:~W!":I':'fl~~ 1n t.\-)n r>'/'~nt ':h~t nn~ I)r I:J'Jre of th~ ~y.istin~ 0v'~rll~8d 

1.1'1 i t·~ j'rf' '1'- d'J'in . , .. ' ~, r_ 

U.S. FINANCING (In tha.llnd. al linll.n) 

Oblit!lIian. hp.ndilU.II 
Tt-t'ough S.,.>t.,.,ber JO 

E'1,,.... .• ted F, .. c.1 v •• ' 

e",rnated Through Sevt,,",her JO-.--- --.-
Futull Yo .. Ob)!!"ian. 

Proposed F''Ka' Yp.e, 1985 7,000 

INITIAL JESTIMATED FINAL 
OBLIGATION OBLIGATION OF PROJECT 
FV Fv 85 FV 86 ..8..5.-., 

"' Iro.Ject Uescnpt1on: ih1S project w111 f1nance the temporary use 
of 'I fossi j tllel e"ne,r3 tor capahle of genenlting up to 40MW of 
],ow'er j'el;inninG in parly llovember 'lflrl until such time as the 
Chixoy "ystPIn roomps ftllly on line in 1986. Thereafter, it can be 
m,rle aV8i13bl p to othpr c:()untrips 3S required. Given the 
tempor',ry n,"ltllre of tt,je; 'lssist'lnce, A.I.D. has detennined that 
r;r'lllt fur~ills of thp I':f>nerlltor is appropriate. Project resources 
;;il1 I,lsC) be, u,;erl t'J purchase spare parts for any units which 
might f" ~nWIl in the nHxt ninp to twelve months. 

Le13tion of Pro,jed tn A.LD. Country Strategy: The USG has a 
hi eh i nt" rest in GUii tpm'l 1'1 IS re ttl rn to ci vi lian rule and 
,lemncratic t'Cl'lernment. t;ivp.n Guntemala's seriously weakened 
"'O'lnomic state, any prolnneed power outages could very well bring 
ahout e"nnomic disord.,r qn~ social unrest with it. A crisis of 
the:;f> prop()rtions w0ulrl serve to derail effecti ve economic 
!'oco'I'!ry '''I,j "i,.,tr"ck thp rlemocratization process. This project 
will h a lp to hold the risk of such events to a minimum. 

Hn:...t Count,y and Other Donors: The GOG is marshalling its scarce 
fClrpicn .,xr::hRnge to purchase fuel for its thenn'll generators. At 
tit" s"mE, time, it is planninG a projP'Ot with thp World Bank 
inten~erl tn reh"bilitqte GU'ltcmala's ,ajor thennal and 
hy,jrof>lpctl'ic power eener"tion plants beginning in late 1986. 

Be!1efjcinries: The p,.im'lrY benefici'lries will he Guatemala's 
urhnn anrl industrial w0rker~, who would be'lr the brunt of 
bl'lckollts. Rural elc:ctri fic'ltion so far has not suffered 
gre'ltly. In the broader Sf>n3e, all citizens will benefit from an 
'1ugmented power supply and th<> consequent minimization of risk to 
the elerotorql prncess. 

!-Illjor Outputs: All Years 

nf>"f>rve powe'r Gf>nerator in place 1 

Power Generators repaired X 

A.I.D. Financed Inputs: Life-of-Project 
($000) 

Power generator 
Sp'l re p'l rts 
Tot'll 

Unl;quidlllll 

Eltimlllll Talll Con 
7,000 ---

6,000 
1,000 
7,000 

PRINCIPAL CONTRACTORS OR AGENCIES 

Nationnl Electrification Institute .- '-


