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AID~DLC/P-976

June 3, 1971

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT: Guatemala - Rural Electrification Loan

Attached for your review are the recommendations for
authorization of a loan in an amount not to exceed $7,000,000 to
the Instituto Nacional de Electrificacion. of Guatemala to assist in
financing the foréign exchange and local currency costs of a progrem
of rural electrification, including construction of a transmission
line and distribution facilities.

This loan proposal is scheduled for consideration by the
Development Loan Staff Committee at a meeting on Thursday, June 10, 1971.

Rachel R. Agee
Secretary
Development Loan Committee

Attachments:
Summary and Recommendations
Project Analysis
Ammexes I -~ IV
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GUATEMALA

RURAL. ELECTRIFICATION

SUMMARY AND 1ZCOMMENDATIONS

I. PORROWER

The Borrower will be the Instituto Nacional de Electrificacion
which will have responsibility for execution of the Project. INIE
“Is an autonomous public entity owned by the Government of Guatemals
and was established to produce, transmit, and distribute electrical
power throughout the Republic. The Government of Guatemala will
guarantee the loan.

IT. THE LOAN

Up to $7,000,000, with terms of 30-year amortization including
a 10 year grace period, with interest charged at 2% during the
grace period and at 3% thereafter. The Loan will finance all the
foreign-exchange costs of the Project; less than 32% of the local
costs; and just over 60% of the total Project cost.

III. THE PROJECT

The Project is an acceleration of INDE's program of rural
electrification, and includes four sub-projects: construction
of a transmission line and associated sub-stations to take
power from the Central Zone, where povwer is expected to continue
to be in surplus, to the Western Zone, where power is in short
supply; and construction of distribution facilities in three
Indian highland areas, two in the Western Zone and one in the
North. INDE expects to complete the Project within five years.

IV. PURPOSE

The Project is intended to provide, for the first time, the
ample, reliable electrical power essential to the development of
mechanized village industry), to the implementation of modern
ggricultural practices, and to a rapid improvement in the stand- .
grd of 1living in thése heavily populated rural centers.

UNCLASSIFIED.
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V. FINANCIAL PLAN

The total cost of the Project will be $11,600,000, of which
the AID Loan will provide $7,000,000 (60%) and the GOG the bal-
ance. Loan funds will finance up to $2,130,000 (32%) of the
local (CACM) costs of the Project.

ATID Loan (x103) GOG/1C TOTAY
IC FX Total (x10°)
Transmission $ 660 $ 1,006 $ 1,666 $ 1,600 $ 3,266

Sub-Stations - 1,220 1,220 362 1,582
Distribution 1,470 2,630 4,100 1,786 5,886
Buildings and

General Plant -——- 12 12 193 205
Organization &

Promotion - - - 170 - 170
SUB-TOTAL 2,130 %,B868 6,998 4,111 11,109
Interest Dur-

ing Construction - ——— -—- W79 479
TOTAL $ 2,130 $ 4,868 $ 6,998 $ 4,590 $11,588

VI. OTHER SOURCES CF FINANCING

Tormal statements of "no interest" have been received from
EXIM, IDB, and the IBRD. It appears that AID is the only free-
world source of financing for this ProjJect on the concessional
terms required.

VII. STATUTORY CRITERIA

All strtutory criteria have been met.

VIII. VIEWS OF THE COUNTRY TEAM

The Project 1s considered an excellent complement to the
National Development Plan, 19F1-T5, both as a prompt response
to the CIAP recommendation that the Plan activities be increased,
and as a multiplier of the benefits attainable through other on-
going AID-financed projects (Rural Development Loan - $23 Million;
INFOM Loan - $2.1 Million; and a series of Grant-funded projects).
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IX. ISSUES

None.

X. RECOMMENDATION

That a $7,000,000 Loan to the Republic of Guatemala be
authorized to flnance this Project, subject to the following
terms and conditions:

A. lLoan Terms
Recommended terms and interest are: 30-year smortization
period including a 10-year grace period, with interest charged .
at 2% during the grace period and at 3% thereafter.

B. Other Conditions

1. Prior to the first disbursement or issuance of
commitment documents, the Borrower will submit a financial
plan including the allocation to INDE for the Project of not less
than $4,000,000 over the Project execution term.

2. Prior to the first disbursement or issuance of
commitment documents to finance construction under each sub-
project, INDE will submit in form and substance satisfactory
to AID:

a. evidence that all necessary land and rights-
of-way have been obtained for the subproject;

b. in instances in which INDE will perform the
construction: final plans, specifications, and costs;

¢. 1in instances in which independent contractors

will perform the construction: bid documents, and contracts
with acceptable contractors; and
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d. for each distribution system, an updated feas-
ibility study including the rate schedule to be applied, and
a financlal and construction plan.

3. Iquipment, materials, and services financed under. the
Loan will have their source and origin in the United States,
Guatemala, the Central American Common Market, or other independent
free-world countries included in AID Geographic Code 9hl.

4k, The two-step loan option will ve offered to the GOG,
with repayment scheduled at forty (40) years including a ten year
grace period and interest at two (2%) percent during the grace
period and three (3%) percent thereafter.

5. The Loan shall be subject to such other terms and
conditions as AID may deem adviseable.

PROJECT COMMITITEE

Capital Development Offlce Charles R. Connolly, Jr., USAID/G
Ronald Emmet Bobel, IA/DR )

Englneering Office Robert E. Davis, USAID/G
Chris L. Schultz, LA/IR

Economic Section Alan Cohen, USAID/G

Financial Analyst Len Poth, ROCAP

Reglonal Legal Advisor Robert Parker, ROCAP

Approved:

Deputy Director, USAID/G Harlan A. Harrison

Director, USATID/G Robert E. Culbertson
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SECTION.T

General Description of the Project

The Project consists of two major elements: (1) the
construction of electric distribution systems in three separate
areas of rural Guatemala and (2) a transmission line to take
power from the Central Zone which has a surplus of power to the
Western Zone where power is in short supply.

The three areas to be electrified are included in the long
range plan developed for the electrification of Guatemala, Elec-
tricity is very limited in each of these areas, and the introduc-

. tion of ample, reliable power will be a significant step in the
economic development of the areas, These areas fall within the
Indian Departments of Las Verapaces (Baja Verapaz and Alta Verapaz),
Huehuetenango, and San Marcos, which have made'cbmpafaﬁively little
development progress, and are in need of infrastructure as well

as electrification.

The 66 KV transmission line between Escuintla and Retalhuleu
is needed immediately by INDE to relieve the deficlency of power in
the Western Zone by bringing in surplus power from the Central Zone,
In addition to relieving the power shortage in the Western Zone this
66 KV 1ine will become a purt of the transmission line supplying
power to the Huehuetenango Project area and to future power pro-
Jects contemplated for the south coast,

INDE has endeavoured to provide electric service in some rural
areas of Guatemala, but this has been on a limited scale because
of the lack of funds for that purpose. 1In anticipation of {mproved
future availability of funds, INDE during the last three years has
constructed some 33 KV and 66 KV transmission lines and associated
substations in areas of the central and western zones, and some
extensions of distribution lines have been made to rural consumers.
However since the National Plan for Electrification has not
scheduled such activity until after 1980, when the resources of
INDE are expected to be available for this purpose, no transmission
{lines have been built to bring power into the Project areas,
This project will in effect allow INDE to sccelerate its program
in certain areas by as much as ten years, thereby bringing about
social, civic and economic development benefits which heretofore
had not been considered possible,
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SUMMARY OF FROJECT

1,335 Kms.

i Distribution
Sub-Project Transmission (Km) Substations (KVA) Main Lines
34.5 KV €6 KV __ 66 KV 34.5 KV 7.6/13.2 RV (Km)
Area A
(Las Verapaces) - 175 7,500 2,500 513
Area B
(Huehuetenango) 108 115 7,500 3,000 690
Area C
(San Marcos) -- -- 3,000* - 132
Escuintla-Retalhuleu
Transmission -- 110 -- - --
TOTAL 108 Kams 400 Kms 18,000KVA 5,500 KVA

*: Increase Over Existing Capacity.
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PROJECT DETAILS AND ESTD(ATE OF COST

"an mn nen Escuintla-
AREA "A AREA "B AREA C Retalhuleu

Provincial Seats 18 37 12
Villages and group of houses 634 120 70
Farms 116 - 8
Population 92 363 209 110 14 600
Estimate Demend first year (KW) 1172 214 339
Estimate Demand fifth year (KW) 3 891 3 019 727
Estimate Demand tenth year (KW) 4 743 3 502 800
Primary 7.6/13.2 KV 3¢ Lines (Km.) 303.8 457.0 62.0
Primary 7.6 KV 1¢ Lines (Km.) 208.9 232.0 70.0 ,
Transmission Lines 66 KV (Km.) 175.0 115.0 —— 110.0
Transmission Line 33.4 KV (Km.) -- 108.0 -———
Substations 66/33 KV (KVA) 2 500.0 ———
Substations 66/13.2 KV (KVA) 7 500 5 000 -—-
Substation 34.5/13.2 KV (RVA) 2 500 3 000
Estimate Cost ($ x 103)
Substations 710 872
Transmission Lines €6 KV and 33 KV 1 307 1 231 - 825
3¢ 7.6/13,2 KV Primarv Line 770 1 141 155
1 @ 7.6 KV Primary Line 313 349 87
Distribution System in towns and

Villages 1 553 1 266 184

Total Cost 4 653 4 859 426 825

Total Cost Three Groups

QALIISSVIONN
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SECTION II - THE IMPLEMENTING AGENCY

A, Scope of Authority

The Implementing Agency will be the Institubto Nacional de
Electrificacion (INDE), an autonomous agency created in May
1959 under Law No. 1287. INDE, which 1s located within the mini-
sterial structure of the Ministry or Communications.& Fublic
Works, was created with the character of a decentralized state
entity which enjoys functional autonomy, legdl status, special
funds and the rull capacity to acquire rights and' contract obl{-
gations in its rielq of competence. Unde. the law INDE has the

government responsibility rfor planning. control and execution of
electrification programs in Guatemalsa.,

INDE has the following major functions;

1.  Analyse and resolve the electric power problems of
Guatemala,

2, Coordinate with municipal and private electric companies
to assure electrification through rational and technically
sound proceduree.

3. Manage hydraulic resources on a national scale, promoting
the use of electricity for domestic, industrial and
commercial uses as a substitute for imported fuels and
to stop the destruction of forests,

4, Conserve and protect the hydraulic resources of the
country through regulating the use of water,
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5, Supervise and control the activities of the municipal
and private companies to assure that they do not
adversely affect the national program of electrification

- as projected by INDE.

6. Regulate the operation and distribution of electric
energy of the municipal and private companies in order
to benefit the greatest number of people and with the
object of forming in the future a national electric system
based on large hydroelectric developments,

7. Assist the municipal companies in the successful comple-
tion of their objectives,

B, General Program:

INDE began its operation in 1959 and was functioning effecti-
vely by 1961. 1In addition to acquiring existing smal) hydroelectric
plants, INDE developed an emergency program to install thermal
plants to provide generating capacity while large hydroelectric
plants were being developed, Major projects to date f{nclude the
construction of the 60 MW JurGn-Marinald hydroelectric plant, with
a $15 million IBRD loan, to provide poser to the Central Zone; and
the construction of a 33 MW gas turbine plant, aluvo te provide
power in the Central Zone, with a §7 willion IBKD loan, rPre-
feagibility studics of large hydroclectric projects which will
provide power to the Western and Eantern Zones as we!l an the
Central Zone are underway,

Annex IL1, Exhibit 1, shows the locatfcn ot [EDE'n penerating
plants and existing and proposcd transmiaston Hoen, Annex 111,
Exhibit 2 {8 a single Iine diagram of the existing generntfon and
transmission system in Guatemala. Annex 11, Exhibit 3} ts a stngle
line diagram of the gencration and tranumlaslon system {n Goatemala
after the completion of the construction in thias Project, Hajor
projects undertaken by INDE and the nourcen of {flnancting are ahuwy
in Annex III, Exhibit 4,

In addition to INDE's activitien {n providing generating

capacity and distributing clectricity {n towns and villages outstde
of the central Guatemala City area, INDE aleo salle blocks of pover
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funds for all the foreigh exchange and 32% of the local or CAQJ
costs, for a total of $3,093, 000,

2, North of Huehuetenango and Quiché&

The Depaztments of Huehuetenango and Quiché are considered
lamong the least developed of the country. Electric service is
practically non-existent. The proposed program of electrification

Blanco and San Sebastidn H. Two 66 KV substations totaling 7,500
KVA and three 34,5 KV substations totaling 4,500 KVA will be built
at load centers. Distribution lines will consist of 689 Km. of
7.6/13.2 kv primary line and extensions to 37 towns and 18,500
consumers. The area has a population of 209,110. A map of the area
is given in Ar:._2x IIX, Exhibit 11. A tabulation showing the 12-
year projection for the consumers by class, annual consumption and
expected revenue is given in Annex III, Exhibit 12,

The estimated cost of the proposed construction ig $5,230,000
of which $2,303,000 is foreign exchange costs and $2,927,000 is local
or CACM costs. AID is being requested to provide loan funds for all
the foreign exchange costs and 427 of the local or CAQM costs for
a total of $3,241, 000,

3. San Marcos

This area is the least developed of the areas to be
electrified, The proposed program to serve this area consists
of a 3000 KVA addition to the substation at El Porvenirp hydroelectric
plant, 132 Km. of 7.6/13.2 KV primary distribution line, and exten-
sions to 12 towns and over 70 villages and farms. The area has
a population of 14,600 of which 3,500 will be served under the
proposed construction. A map of the area 1s given in Annex II1I,
Exhibit 13, A tabulation showing the 12-year pProjection for the
consumers by class, annual consumption and expected revenue ig
ziven in Annex III, Exhibit 14,

The estimated cost of the proposed conitruction is $502,000
of which $195,000 1is foreign exchange costs and $307,000 is local
or CACM costs, AID is being requested to provide loan funds for all
the foreign exchange costs and 36% the local or CACM costs for a
total of $301,000,
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4, Transmission Tie Line

The proposed 66 KV transmission line between Escuintla
and Retalhuleu, a distance of 110 Km., 18 iniééded immediatély to
alleviate the power shortage in the Western Zone of Guatemala,
| A surplus of power generated by hydroelectric and thermal plants

jlocated in the Central Zone can be used to eliminate the deficien-
\cies of power expected in the Western Zone beginning in mid-1972. 1In
‘addition to providing a solution to the immediate power shortage
in the Western Zone, the transmission line will also be required to
provide power to the Huehuetenango project which will be served
over the 66 KV transmission line from Retalhuleu to the Huehute-
EEE§° substation,

The Escuintla-Retalhuleu transmission line will be a
segment in the INDE transmission grid, It will also be one source
of power for the south coast, a highly developed agricultural area.
Following another route a second 66 KV transmission line from
Escuintla to Retalhuleu is to be built in the future when the
south coastal area is electrified,

Because of the urgent need for the Escuintla-Retalhuleu
transmission line to relieve the power deficit
in the Western Zone, INDE began its planning for this line early
in 1970. 1In early 1971 INDE began the survey of the line and
most of the plan and profile drawings have been completed, On the
basis of the completed plan and profile data, poles of local manu-
facture were placed on order to permit construction to start. The
line of H-frame construction using concrete poles with 16 meter
base pole, steel crossarm, 266,8 M ACSR conductor and two static
wires, INDE began to install poles with its own forces during
April, 1971. 1In view of the urgent need for this line and because
a delay in beginning construction would result in an unnecessary
power shortage in the Western Zone, the material costs incurred
after the date of this loan authorization will be eligible for fi-
nancing under this loan., Conductor insulators and hardware items
have not yet been placed under order, and will be obtained under
AID procedures as a foreign exchange cost,

The route of the 66 KV transmission line is given in Annex III,
Exhibit 7,

UNCLASSIFIED
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The estimated cost of the proposed transmission line is
$825,000, of which $198,000 1is foreign exchange costs and
$627,000 is local or CACM costs, AID is being requested to
finance all the foreign exchange costs, since no material or
equipment from non-local sources has been ordered; and 27% of
the local or CACM costs incurred after the date cf application
to AID for loan funds, for a total of $363, 000,

B, Engineering Analysis

1. Studies

INDE in 1969 prepared the Plan Nacional de Electrifica-
cibén in which details were glven for developing over a period of
10 years a national system of transmission and distribution, The
rural aspects of the country's development is covered in detail and
the proposed transmission and ‘distribution facilities are based
on the regional studies which are included in this plan, 1In these
three areas electric service is practically non-existent except for
a few igolated small installations, The Plan evaluates the existing
service and the ability of existing entities including INDE to
serve the area. Power requirements for the individual zones has
been projected for the 10 year period and plans developed for the
installation of generation, transmission and distribution capacity
to meet those demands, The areas being considered are thoge which
it appears will be benefited the most through a program of electri-
fication, '

A review of the separate detailed studies made by INDE for
each area in support of this Project shows that enough cost and
financial projections have been made to indicate the Project is
technically, economically, and financially feasible. The plans
for each area are well prepared and are bused on reliable informa-
tion, The primary distribution lines in each area have been
designed to serve the loads expected during the first 10 years of
operation,

2. Engineering Services

INDE has a weli-qualified staff of engineers and is
capable of performing the engineering for the 66 KV and 33 RV

UNCLASSIFIED
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transmission lines and the distribution lines in the, Project.

The transmission line between Escuintla and Retalhuleu is being
engineered and poles are being installed. Detailed plans for the
transmission and distribution lines in the three areas have not
been prepared, although sufficient engineering has been done to
develop satisfactory cost estimates. The nature of this type of
programming is such that it is not practical to develop final
detailed designs until immediately preceeding construction in
each area. A provision of the Loan Agreement will require INDE
to submit to AID final plans and specifications (including updated
feasibility studies), a plan for financing, and a plan for cons-
truction, for approval prior to initiating action involving AID
funds,

3. Design Standards

INDE has recognized the value of standardization of tech-
nical standards in the electrical industry, not only in Guatemala
but as it affects the future development of the industry in all of
Central America. Accordingly INDE in 1967 adopted standards
patterned after those used by the utility industry in the United
States, and applies them in the design and construction of all
its electric facilities.

INDE has adopted the voltage standards used in the United
States, A review of INDE's standards shows the following examples:

Transmission voltages:
34.5 Kv.
66 KV,
138 KV,

Distribution lines:
Primary: Urban and Rural 7.6/13.2 KV grounded wye,
Secondary: 120/240 volts,

Distribution systems are designed for not more than 10%
voltage drop or regulation not exceeding 87 at loads to be
expected during the first 10 years of operation, 1In this way
expensive rebuilding is avoided as the system expands and the
use of electricity indreases,

4, Construction Standards

INDE has developed standards for rural line construction

UNCLASSIFIED
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which are similar to those used by the utility industry in the
United States for comparable lines. Concrete poles are the ,
basic line structure, with wooden crossarms, porcelain insulators
and ACSR conductor standard items. With the exception of concrete
poles and associated hardware the balance of the materials are
specified according to U.S., standards.

5. Materials

Materials ahd equipment are to a great extent available
either in Guatemala or the Central American Common Market, Concrete
and wood poles, most hardwere items, and small sizes of conductor
used in distribution lines are produced locally or in the CACM,
Transformers, transmission size conductors, insulators, meters and
protective equipment must be obtained outside the CACM from the
United States or other Code 941 countries, U.S. Government-owned
excess property will be procured whenever possible,

6. Construction of Sub-Projects

INDE has construction crews capable of building the
lines proposed in this project. INDE as a rule does its construc~
tion with its own' forces, but does use contractors when the construc-
tion load is too large for its crews. Competent local contractors
are available in Guatemala, but the work will be open to bidding
by other CACM and eligible worldwide contractors,

Guatemala has two seasons, one wet and one dry. INDE will
program the construction of the llines so that the major part
will be done during the dry scason, between January and May.

INDE plans to complete the construction included in this
loan within five years from the date of the loan agreement,
Annex III, Exhibit 15 is INDE's plan for carrying out the Project,

7. Retail Rates

INDE has cestablished a policy to apply the same retail
rate schedule to all like customers within its service area, This
policy will be applied to the three areas in this project.

The rates are reasonable and are comparable to retail rates found
in the United States. Proposed rate schedules are given in
Annex III, Exhibit 16,
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8. Technical Feasibility

INDE has developed a plan for extending electric ser-
vice to unserved rural areas and algo improving isolated existing
systems. . This involves replacement of obsolete generating
equipment with power from transmission lines and the rebuilding
of rundown distribution facilities. By 8o doing the standards
of service are raised to 24-hour service at adequate capacities,
8o that dependable service is provided,

Load projectiona have been based on studies made by INDE and
are vrde in the context of its experience in other areas where
electricity has been introduced for the first time, INDE's Pro-
Ject material details the rcasonable method used by INDE in 1its
analysis of future load growth, Annex III, Exhibits 10, 12, and
14 tabulate the load projections for the three areas,

Costs of materials, equipment, and construction have been
obtained from INDE records of recent construction activities and
material procur+z-nt, On the basis of the preliminary design and
plan for constructlon there should be no problem in developing
final design and cost dnta,

9. Method of Operation

INDE plans to operate the three distribution systems
separately, each with its own administrative and operational staff,
INDE will provide technical services to each system, including
legal and auditing personnel and training for department specialists.

During the construction and initial operation of each system
the work will be done by staff personnel familiar with rural cons-
truction. The people sclected for this work will be given special
training in the promotion, organization, and execution of rural
electrification programs,

INDE has established a prilority list of the distribution lines
in each area, so that thiose lines cxpected to produce the greatest
revenue per kilometer will be built first., As soon as sections of
line are completed they will be energlzed to serve consumers along
those sections without walting for the entire area to be built,

An organization chart for a typical system is included as
Annex III, Exhibit 17.

UNCLASSIFIED
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C. Environmental Effects

Because construction activities will be financed under
this loan, it will have some impact on the environment of the
affected areas. Due to the remoteness and typography of' the areas
involved, it is difficult at this time to ascess this impact.
Nevertheless, we believe that because of the type of work to be
performed (placement of power line poles), the overall adverse impact
on the environment wili be minimal. In addition, because of the
borrowing country's state of development in relation to the expected
economic returns to be derived from this project, the limited adverse

environmental impact would appear to Le warranted under the cir-
cumstances.
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SECTION IV - SOCIAL AND POLITICAL ASPECTS

In a speech made in Dallas, Texas on February 16, 1971,
AID Assistant Administrator Lane Dwinnell described "the ClLoge
link between electric power growth and economic progress" and
said "In addition to assisting rural cooperatives, AID has made
many loans for power plants, both urban and rural, as well as
for urban distribution systems. Yet the importance in social
terms of bringing electricity %o the rural villages far outweighs
the relative amounts of money spent." Assistant Administrator
Dwinnell went on to say: "The most important probable social
benefit in this case {5 the provision of power to the small farmer
on terms he can afford, which helps him to avoid being gobbled
up by his richer neighbors. But the introduction of power into
rural areas also works in other ways, to stem the movement of
people towards the already-overcrowded cities by encouraging the
growth of mechanized village industry, and also by increasing the
amenities of village life in the many ways that electricity can.,"

These remarks are directly applicable to this Project, which
places the location, preparvation, and construction of distribution
systems in a set of priorities in which soclal concerns are as
significant as the traditional financial and economic considerations,
The Indian highland areas te be served by these three distribution
systems are among the least developed -- and most r1gnored -- sections
of the country. It is the policy of the present GOG administration
to change past prioritles to favor rural arecas and particularly
the highlands. This project follows the multi-project Rural
Development Plan, begin in 1970, and shares this social emphasis
with other AID Loan projects (017 INFOM-1970, and Rural Health
Services, now under consideration), Further discussion of the
relationship between this Project and other AID-financed activi-
ties follows in Annex IT, Responsc to CAEC,

UNCLASSIFIED
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SECTION V - ECONOMIC JUSTIFICATION

A, The National Plan 1971-75

Guatemala has embarked on the most carefully elaborated,
consistent and ambitious planned effort to set this country on
the road to development ever put together here. If realized, the
Plan would bring about moderately high (7.8% annual) sustained GDP
growth, and substantial, albeit non-radical, attxk on distributive
injustice, Under CIAP leadership AID is basing its assistance
on a policy of firm support for the Plan. But even realization
of the Plan would leave Guatemala with tremendous development needs,

The Plan ie based on a set of policy proposals, many of which
have been effecE?d by the Goverument, and an ambitious public
investment plan=', the first year of which is fairly accurately

reflected in the 1971 Budpet. The investment plan calls for
$450 million investment during 1971-75, three times that achieved
during 1965-69. Forei;nn burcowing is projected to cover just
under 507 of the investmentd.

Two thirds of domestically financed public investment,
the gross counterpaci Lo Joreign borrowing, is expected to
come from income of the Cerfral Government and its autonomous
agencies, The finaucial burden on public revenues is compounded
by the projected fncreasc of 10-12,5 percent annually of current

socilo-cconomic expenditures.

To meet its vevonue needs, the Plan outlines a dynamic ad-
ministrative reform campiiyn supplemented by minor loophole-
plugging legislative chanpes, Without reformg, revenue should
rise 5.37% annually; with the veforms, the annual revenue increase
1s projected at 9.5%. Revenue increases of this magnitude have
been sustained since 1968 and a continuation of this trend appears
feagible. Thereforc, the Covernment will not be stymied in its

planned efforts by shortages of counterpart resources.

1/ See Annex III, Exhibit 20,

UNCLASSIFIED
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The Plan concentrates public investment on directly pro-
ductive activities, especially agriculture, reasoning that
infrastructure is appyoaching levels sufficient for the country's
economy and the productive base is not yet large enough to
support a massive attack on Guatemala's social problems. Neither
infrastructure nor social development is ignored, however, Social
expenditures are given priority in current budget projections,

It 18 out of increased allocations to social development activi-
ties already projected in the Plan that the major part of the
counterpart for this Project will come. Although the Project
itself is additional to those included in the Plan, allocation of
counterpart resources to it will not impinge on the availability
of counterpart for other projects,

The major constraint to fulfillment of the National Plan
1s the Government's limited management ability, This Project
will be undertaken by an autonomous agency, however, which has
excellent managerial competence and which does not have ma jor
project responsibilities within the original plan, The manage-
ment needs of the Project should not, therefore, detract from
the Government's ability to carry out its other activities,

B. The Pipeline and the GOG's Debt Service Capacity

During the last few years Guatemala has undertaken a
substantial amount of foreign borrowing, and has done so at a
rate exceeding its ability to execute foreign-financed projects,
The pipeline grew from less than $10 million at the end of 1965
to $100 million at the end of 1970. During that period the
Government drew down about $66 million of loan resources.

Prior to 1966 the Government experience with official
foreign borrowing had been sporadic aml relatively slight, and
it has taken time for the Government to develop the requisite
administrative capacity, Drawdowns amounted to $12 million in
1967, $15 million in each 1968 and 1969 and 2. million
in 1970. In 1971 drawdowns, budgeted at $31 milkion, will
probably approach $28 million. Increasing experience is
resulting in a wore rapid use of. funds. ,

UNCLASSIFIED
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The National Plan calls for an investment effort in 1971-
75 nearly three times as large, overall and with respect to
foreign borrowing, as that of 1966-1970., Whether the plan is
fully realized, clearly there will be a great expansion of public
investment during the next five years, It would be inconsistent
with the Plan, and with our own projections, not to expect a
large and rapidly growing pipeline at the beginning of this invest-
ment expansion.

The Plan calls for the pipeline to reach $140 million by the
end of 1971 and to decrease by $15-30 million per year over the
succeeding four years, Current projections of loan authoriza-
tions and drawdowns indicate that even with this Project and
others that will complement the Plan, the pipeline will not
expand as rapidly as originally thought, t may be expected that
the pipeline will fluctuate around $120 million over the next
two years, and decline thereafter,

Repayment of the loan will be an obligation of the Instituto Nacional
de Electrificacion with a guarantee of Republic of Guatemala, which is
current in meeting its external debt service obligations.

Guatemala's medium and long-term encernal public debt is
approaching $100 million. The Mission expects it to rise
slowly from this level duriung the current decade.

The annual debt service obligation is currently about $15
million and during the decade is expected to rise about $20
million - $25 million as drawdowns accelerate, grace periods
expire, and the effects of higher interest rates are felt,

Foreign exchange carnings now approximate $250 million annuaily,
Even allowing for eventual decreases in returns from coffee and
cotton, which now contribute 50% of the total, these also are
expected to rise graduaily in the future,

Consequently it appecars that the ratio of lJebt service to
export earnings, currently 5.47%, may stabilize at around 87
throughout the amortization term of this Loan, providing an
ample foreign-exchange cover.

It therefore appears that there are reasonable prospects of
repayment,

UNCLASSIFIED
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all operating expenses and interest rayments during the years

in which they are functioning in the red. From these analyses

it appears that the sub-projects are of a marginal financial
feaslbility, and that concessional financing is necessary for
their eventual success. Thirty year terms were utilized in
making these projections, and given the projected operating
results, these are considered to be the minimum necessary to
ensure reasonable financial feasibility. ILonger terms, while
more advantageous, would not result in significantly different
operating results. Therefore, a two-step loan is proposed with the
borrover receiv.ng thirty-year terms and the GOG, if it so elects,
forty year terms. Interest rates would remain the same under
elther procedure.

This condition is not unusual for this type of project

since rural electrification has a record of a low rai: of return
in the beginning years of operation. As consumers develop uses
for electricity the consumption per user increases and revenues
increase accordingly. Tt was not unusual in the early years of
rurai clectrification in the United States for rural systems to
operate first 8 to 10 ycars at a deficit. In such areas a strong
promotional program can help in increasing use of electricity by
all the uscrs.

Revenues have been based on load projections made by INDE and
the application of the proposed rates. Costs of operation appear

to be reasonable and take into consideration conditions to be
experienced on cach sub-project. Proper consideration has been given
to maintenance and replacement cost and the projections can be

coneldered acceptable,

In thouse jerrs when nodeficit operation is experienced by the
Porject as n whole the GOG has npreed to eliminate the deficit
through support from the nationnl budget.

Co ~Sipnificance of Project Lo INDFE and IBRD

A shown in Annex TIII, Fxhibits 21 and 22, INDE has a total assets
of over $5h million, invested capitnl exceeding $36 million, ard
carned slightly over $2 nillion last year. The effects of this
Project on INDE's overall return on capital, both
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in the early deficit years and later, are not expected to mate-

rially affect INDE's attempt to raise its rate of return to the

9% sought by the IBRD in conjunction with its two previous loans
to INDE. An Assistgnt Manager of INDE discussed this point

in detail with an IBRD representative during a recent meeting in
Honduras, and reportedly received assurance that the IBRD would

have no objection to this Project and the AID financing.

Of more importance to INDE will be the impact of this Pro-
ject in the areas of rural electrification, designated by INDE's
founding law as one of the company's primary purposes. INDE.
is now serving about 1,500,000 customers. This Project will
increase INDE's customer rolls by about twenty percent, with
all of the 300,000 new customers located in rural ‘areas.

UNCLASSIFIED
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SECTTON VII -

A. Project Execution
1. Sub-Project Approval

USAID has determined that INDE is capable of analyz-
ing the needs for electric distribution facilities in any area
and has the capacity to design and carry out the construction
of those facilities. Therefore, prior to disbursement of loan
funds for the distribution sub-projects INDE will submit to
USAID for approval updated economic and feasibility data for
each sub-project. This data will include construction plans
and schedules, cost estimates and appropriate financial anal-
yses.

2. Project Construction

INDE will provide the engineering and supervisory ser-
vices for construction of the facilities in each sub-project.
INDE will follow procedures established by AID in the procure-
ment of material and equipment and construction contracts.
Contracts for materials and equipment and construction of fa-

cilities will be subject to USAID approval rior tqQ.execytion.
A Project timetable %s presented inpRnnex IgI, Exhgbit ig.

3. Reporting

INDE will submit quarterly reports of progress on all
sub-projects in accordance with AID requirements.

4. USAID Monitoring Responsibilities

The monitoring of the design and construction phases of
the Project will be carried out by USAID Engineering Division
with back-up by AID/W when required. :

UNCLASSIFIED
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5. Disbursement of loan Funds

Disbursement of Loan funds for Dollar costs will be
effected through the AID Letter of Commitment or other custom-
any AID procedures. Disbursement of Loan funds to finance
local (Guatemala and Central American Common Market) costs
will be made pursuant to requests received from the Borrower
and approved by the USAID/G Controller. Disbursement to fi-
nance these costs will be subject to AID/W authorization prior
to such disbursements being approved by the USAID Controller.

B. Loan Conditions and Covenants

l. Prior to the first disbursement or issuance of Com-
mitment documents, the Borrower will submit a financial plan
including the allocation to INDE for the Project of not less
than $4,600,000 over the Project execution term.

2, Prior to the first disbursement or issuance of commit-
ment documents to finance construction under each sub-project,
INDE will submit in form and substance satisfactory to AID:

a. Evidence that all necessary land and rights-of-way
have been obtained for the sub-project;

b. in instances in which INDE will perform the cons-
truction: final plans, specifications, and costs;

c. in instances in which independent contractors will
perform the construction: bid documents and contracts with ac-
ceptable contractors; and

d. for each distribution system, an updated feasibility

study including the rate schedule to be applied, and a financial
and construction plan.

UNCLASSIFIED
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3« Equipment, materials, and services financed under the
Loan will have their source and origin in the United States,
Guatemala, the Central American Common Market, or other independent
free-world countries included in AID Geographic Code 941.

4. The two-step loan option will be offered to the GOG,
with repayment scheduled at forty (40) years including a ten year
grace period and interest at two (2%) percent during the grace
period and three (3%) percent thereafter.

2. The Loan shall be subject to such other terms and
conditions as AID may deem adviseable.

UNCLASSIFIED
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AID 1240-2 (1-71) ANNEX I/- Page 1 of 19.

CHECKLIST OF STATUTORY CRITERIA

(Alliance for Progress)

In the right-hand margin, for each item write answer or, as apprcjiriate,
a summary of required discussion. As necessary, reference the section(s)
of the Capital Assistance Paper, or other clearly identified and available
document, in which the matter is further discussed, This form may be made
a part of the Capital Assistance Paper,

The following abbreviations are used:

FAA -~ Foreign Assistance Act of 1961 s a8 amended,

App. - Foreign Assistance and Related Agencies Appropriations Act, 1971.
MMA - Merchant Marine Act of 1936, as amended |

COUNTRY PERFORMANCE

Progress Towards Country Goals

1. FAA & 208; &.251(b).

A. Deseribe extent to which
country ig:

(1) Making appropriate efforte (1) Guatemala has underway a major

to inerease food production national program to improve food prod-
and improve means for food uction, storage, and distribution,
storage and distribution. begun with a reorganization of the Min-

istry of Agriculture, the founding of a
grain marketing institute, and the com-
bining of the government-owned Ag. banks
into one new entity with over $20 millim
available for production credits for

(2) Creating a favorable climate small and medium farmers.

for foreign and domestiec private (2) The continuing flow of new plant

agntarprige and inveetment, investment and the recent approval of
-International Nickel's $200 million-
plus project "EXMIBAL" demonstrates that
Guatemala has created a favorable cli-
mate for .enterprise and investment,
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(3) Inoreasing the public'e
role in the developmental
proocese.

(d) (a) Allooating avatilable
budgetary resources to
development.

(b) Diverting such
regources for unnecesgary
military expenditure (see
also I'tem No. 16) and
intervention in affairs of
other free and independent
nations,

(5) Willing to contribute funds to (5)

the progjeot or program,

ANNEX I, Page 2 of 19

(3) This Project will bring ample,
reliable electric power to approxima-
tely 300,000 rural customers not pre-
sently served, Other projects underway
are approaching the small and medium
farmer with modern Ag, practices and -
promoting the establishment of coopgra-
tives,

(4)(a) The Government is undertaking-
a 5~-year Development Plan which will
triple public investment and simul-
tanéously provide substantial
increases in social and economic
current expenditures.

(4)(b) Guatemala does not appear to be
making unnecessary military expend{ tu-
res nor preparing to intervene in the
affairs of any other free and indepen-
dent nation,

{See also I'tem No.1h ,

Guatemala will put up $4.6
willion or almost 40% of the total
cost of this Project, ‘
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B,

(6) Making ecomomic, soctial,

and political reforms such as

tax colleotion improvements and
changes in land tenure arrangementa,
and making progress toward respeot
for the.rule of law, freedom of
expression and of the press, and
recognizing the importance of
tndividual freedom, initiative,

and private enterprise.

(7) Adhering to the principles of

.the Act of Bogota and Charter of

Punta del Este,

(8) Attempting to repatriate capital
invegted in other countries by ita
own aitigens,

ANNEX I, Page 3 of 19

‘(6) Guatemala has underwvay a.

real property tax improvement
program (AID Loan 520-L-014)
which has already generated now’
revenues; is improving the lapd’
fitting system as part, of the:
Rural Development Program (AID
Loan 520-L-018); and has a free
press,

(7) Guatemala adheres to these
principles.

(8) By continuing a course of
polltical stability and promot-
ing economic development, Guate-

" mala is attempting to induce its

(9) Otherwise responding to the vital
economic, political, and social

citizens to repatriate their
capital held overseas.

(9) The focus of this Project on
the customarily ignored Indian

concerng of ite people, and demonstratfrighlands demonstrates the GOG's
a clear determination to take effectiveinterest in and responsiveness

self-help measures.

Are above factors taken'into account in B.

the furnieniing of the subjeot assistance?

to the needs of the Guatemalan
people,

Yes,
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Treatment of U.S. Citisens

3. Faa 8 e20(e). If asstgtance te

3.

to government, 18 the government
liable as debtor or uncoriditional
guarantor.on any- debt to a U.S.

‘eitiaen for goods or servides

furnighed or ordered where (a)
such ecitiazen has exhausted
avatlable legal remedies and
(b) debt i8 not denied or
contegted by such govermment?

FAA 8 620(e)(1). If aseistance
18 to a.govervment, has it
(including government agencies or
subdivieions) taken any action
which has the effect of national-
iaing, expropriating, or otherwise
seiaing-ownership or control of
property of U.S. citizens or
entities beneficially owned by
them without taking steps to
discharge its obligations

toward such citizens or entities?

ANNEX I, Page I of19

.2, The GOG 1is not known to be

indebted to any U,8. citizen in
any such manner,

3. The GOG (including government
agencies and subdivisions) has not

taken any such action since January
1, 1962, '


http:g'uarantor.on

AID 1240-2 - ANNEX I, Page 5 of 19

b, FAA & g20(0): Fishermen's Protective 4. Guatemala has not seized of
Act, 8.5, If country hae aeuea, or imposed any penalty or sanction,

umposed any penalty or sanotion against, against any U,5. fishing vessel®

any U.S. flehing veseel on acooint of on account of its fishing activi-
188 flghing aotivities in {ntermationa’ ties in international waters,
waters,

a. has any deduction required by a, N.A,

Fighermeti's Proteotive Aot been made?

b. has complete denial of assistance b.. N.A,
been aonsidered by A.I.D. Administrator?

Relations with U.S. Govermment and Other
Nations

5. FAA S 620(d). If ansistance is for
any productive enterprige which will
compete in the U.S. with U.S. enter-
prise, is there an agreement by the
recipient country to prevent export
to the U.S. of more than 20% of the
enterprige 's annual production during
the life of the loan?

w
.

N'Al

6. FAA S 620(j). Has the country 6.
permitted, or failed to take
adequate measures to prevent, the
damage or destruction by mob action,
of U.5. property?

Guatemala has not permitted,
or failed to take adequate mea-
sures to prevent, such damage
or destruction,
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Te

9.

10,

FAA 8 620(1). If the country has 7.

~ ANNEX I, Page 6 of 19

. Guatemala has instituted

failed to institute the investment the investment guaranty program.

‘guaranty program for the epecifie

rigks of expropriation, in con-
vertibility or oconfiscation, has the
A.I.D. adminietration within the past
year aonsidered denying assistance to
such government for this reason?

FAA 8 620(q). Is the government of 8,
the reoipient country in default on
interest or principal of any A.I.D,

loan to the country?

FAA 8 620(t), Has the country 9,
severed diplomatic relations with

U.5.?2 If o, have they been resumad

and have new bilateral aseistance
agreements been negotiated and entered
into since such resumption?

No.

No.

FAA 8 620(uw), What 18 the payment 10, Guatemala is curreat in
8tatus of the country's U.N. its U,.N, obligations.

obligationg? If the country is in
arrears, were such arrearage taken

into accownt by the A.I.D. Adminiastrator
in determining the current A.I.D,
Operating Year Budget?

FAA § 620(a). Does recipient country 11,
furnish assistance to Cuba or fail to

toke appropriate steps to prevent

ships or aircraft under its flag from
carrying cargoes to or from Cuba?

No,
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lLoa'e Relationship to Achievemant
of Cowitry and llegional Goals

oy FAA & 207; & 251(a), Extent to
which asststance rveflecto
appropriate emphaois on; (a
enocouraging dcvp‘opmnnt of dem-
oeratic cconomic, political, and
rocial inrtitutiona; (b) rplf--
help in meeting the enmtry's
food neads; (e) improving avatl-
ability ()j‘ trained manpower in
the country; (d) programs designed

to meet the cowntry 'n heal th needo
W >

or (e) other ifmporiant aveas of
cronomie, pelitical, and rcefal
development, inelwding Induatru;
fraec iabor wntonn, cooperatives,
and volwitary e reay
transportation aond ‘vv'v"m:("'tzon-

plovming and puhiie adninietvation;

wrbmt developmont ;o and mo dorntoation

of existing I.rn“.

25, A 8 oo, e oprojost maceptible
o creention an part of regional
project? If co win to project not

fo crecuted?

26, pAA E an1(b) (3, lnj"n*wv!ﬁoplcnnd
Tonadaton on artiut e pelations
ship to, and connielte m';/ Wit
other developrunl aetieitlos, and
fta contribution to realizehle!
long~range ob jeetinvea,

10

24,

25,

26.
national Dcvelopment Plan, and will
accelerate the attainment of the
Plan's income and distribution goals,

ANNEX I, Page 10 of 19

(a) This Project may lead to the
formation of electric consy-~
mer coops,

(b) Electrificaticn will allowjmo-
denized production and procea-
sing methods.

(c) Administrators will be trained
by INDE to run the three dis-

. tribution systems,

(d) Project will supply power to
existing and future hospitals
and smaller health facilities,

(e) Availability of power will
stimulate mechanized village-
level industry.

No.

This Project complements the
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27

28.

ny

FAA 8 251(b)(7). Information

and oonclusion on whather or

not the activity to be financed
will contribute to the achtevement
of self-gustaining growth,

FAA 8 281(a). Describe extent

to which the loan will contribute

to the obgenLLvn of anaurbng

maximum pariicipation in the task

o) economic development on the part
of the people of the cowntry, through
the encowragement of democratic,
private, and loeal goversmental
trnatitutions,

VAR DRI(h) . Decepihe pxtent to
:’/'71:’“?)‘75-7)' m reccpiaos the
particular neede, deaives) ond
capacttion of the peeple of he

ety wbilioon the cootbry'a
intellcetial resowrarn fo 2neourag e
ino bt tuttoral development; and
aupporte civie education and
training in okillo required for
cffective particiration in
governmental and political proocesses
evaential to aelf-goverwnent,

11

ANEX I, Page 11 of. 19

27, INDE as a profitable public
agency has demonstrated self-.
sustaining growth, This Project
will accelerate that growth,

28, This Project may lead to the
formation of electric coops
throughout INDE's rural service
area,

29, This Project will accelerate

the work of a successful, development-

oriented Guatemalan inntitution.
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30.

32,

33.

FAA 8 601(a}. Information
and conclustong whether
Loan will enaourage efforts

-of the-country to: (a)

increase the flow of
international trade; (b)
foster private antzative
and competition; (c)
encourage development and
use of cooperatives, credit
unions, and savings and
loan assoctiations; (d)
discourage monopoliatia
practices; (e) imwrove
technical efficiency of
industry, agriculture, and
commerce; and (f) ntzcngthen
free labor unions.

FAA B 619, If acsistance ta
for newly independent country;
i3 1t furnished throwh
multilateral organtzotions or
plana to tho maximen extont
appropriate?

FAA B 251(h), nJ(vv atien and
conclugion onche by the
activity 1o conniatent i th the
findinge and recormendations of
the Inter-dmerican Committee for
the Allianae for Progresa tn 1ta
cnual. pevien of rwoalional denel-
opment activitice,

FAA 8 251(g). information and
conclusion on wse of loan to
coglet in promoting the cocp-
c¢rative movement in Latin America.

ANNEX I, Page 12 of 19

30, The availability of electric powe:
may be expected to contribute towards
all these goals except (f), strengthen.
free labor unions.

J1. N.A,

32, This Project is a specific response
to the Pebruary, 1971 CIAP recommendation
that thc scope of the National Development
Plan be amplified,

33, The formation of electric coops is
seen as an ultimate result of this Pro-
ject,

12
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37,

38.

39.

l;o .

FAA 8 601(d). If a capital

project, are engineering

and profesgional gervices of
5. firms and their affil.
tates used to the maximuan
extent consistent with the
national intercat?

FAA B.602. Information and
conclugion whether U.S. small
busineass will participate

ANNEX I, Page 14 of 19

37. Yes (See Section III-B),

38. The U.S. small business communi ty
will be advised, through the Small
Business Notification of all real
opportunities to participate in this

equitably in the funniahing of

goods and eervices finance by Project.
the loan,

ITan B 620(h). Will the loan 39, No.
pPromote or asstint the Joreign

atd projects o actinitics of

tie Communiat-Bloe mountries?

FAL 8 621, If technical 40. N.A.

asatetance is financed by the

Loan, information and conclusion
whether such aseistance will be
furmieshed to the fulleot cxtent
precticable as gooda and profes-
stonal. and other nervices from
private onterprior on a contract
basis. If the facilitice oft other
Federal agencics will he uty lised,
information and conelusion on
whether they are paviiewlarly
auttable, are not competiiive with
private enterprice, aid can be made
available without wundue interference
with domestic programe.

14
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b1,

FAA 8 252(a), Total amount of mongy
under loan which ia going direotly
to private enterprise, io going to
intermediate credit inotitutions

or other borrowers for use by pri-
vate enterprise, ig heing used to
finance imports fiem private sources,
or is otherwise being wsed to
firance procurements frem private
sources.

Lown's_Complicanee wiih Speci fic

Requirenento

o,

Ly,

Doenent, vate
1 Leant 2% per annion
during grace period aad at least
S per anmwen theosa{ter?

Ly gty

AL G0E(a) . Daformation on
measures Lo be laien io wiilise
.S, GGovermment execea personal
property in Liew of the proource
ment of nen Ctemn,

FAN B 604(a) . WLLL

LA O LA LT '

bt comnodity peocurenont. finuoeod
wider the Toan b from U5, exeept
s otherwiae determined by the
Prentdent?

15

ANNEX I, Page 15 of -19

41. A substantial amount of’the
Loan will go to finance procurement
from private sources (See Section
I1I-B-6),

42, Yes.

43. U.S.G-owned excess property
will be procured whencver possible,
Because of the nature of the Project,
however, little procvrement of USG-
owned excess property is expécted,

44,  Procurcment will be from the
U.5., Guatemala, the Ceatral American
Common Market, and all other Code 941
countriecs, as determiued by the
President,


http:procuremen.ts
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5. FAA 8 60d(b). What provieton ig 45. No bulk commodity procurement
. made to prevent finaneing commodity is contemplated under this Loan,

L6,

b7,

T,

hg,

proourament in bulk at pricas higher
than adjusted U.S, market price?

FAA 8 604(d), If the host country 46.  Yes.
disoriminates against U.S. marine

traurance companies, will loan agree-

mont require that marine inouranee

be vlaced in the U.S, on commoditige

flinanced by the loan?

FALH 604(e). If off-shore procurc- 47. None is anticipated,
ment of agrieultural commodity or
pre 2t 18 to be financed, is there
P ston againat such procurement
wit n e domeatic priece of puch
sodity o lesn thaor parity?

FAd & 611(b); App. 8 101, If loan 48. N.A,
[tnaneea water or water-related land

resouree concétruction project or

peagran, ia theve a benefit-coot

computation made, innofar as practicable,

i accordmice with the procedures pet

forth in the Memorandun of the Prestdent

dated May 15, 19627

IAA B 611(e). If contracts for 49, Public formal Invitations for
construation ara to be financed, Bids will be advertized, pursuant
what provieton will be made that to local law and the AID Capital
they be let on a competitive Projects Guidelines,

bania to maximun extent practicable?

16



AID 1240-2 ANNEX I, Page 17 of 19

50,

51.

7

na

FAA 8 620(g). What provision ie 50. The Loan Agreement will preclude
there against uga of subjeot such use of Loan funds,

asgistance to compensate ownars

for expropriated or nationalized

property?

FAA 8 612(b); 8 636(h). Describe 51. The GOG will make ,a substantial
oteps taken to aseure that, to the local-currency contribution (see
maximum extent posaible, the country Section VI), There are no foreign
t8 contributing local currencies to currencies owned by the USA and
meet the cost of contractual and available for this Project.

other gervieces, and foreign currencics

owned by the U.S., are utilized to

mect the coot of contractual and other

serviceas,

App. B 104, Will wy loan Junda 52, No,
be uned to pay penatons, ote., for
military rergonnel?

17



ANNEX I, Page 18 of 19

AID 1240-2
53 App.-8 106, If loan ia for 53, Yes,

capital project, ig thera
proviston ‘for A.I.D, approval
of all contractors and contract

termg?
5h, App. 8 108. Will any loan 54, No,
funds be used to pay U.N. :
aggessgments? .
55. App, & 109. Compliance with 55. Regulation 7 will be complied with,

requlations on employment of
U.5. and local peraonnel for
Junds obligated aften '
April 30, 1964 (Regulation 7).

56. FAA 8 636(i). Will awy loan funds 56. No.
be used to finance purchase, long-
term leare, or exchange of motor
vehicle manufactured outside the
United States, or any guaraity of
such a transaction?

57. App. 8 401. Will any loan funde 57. No.
be wused for publicity or propaganda
purpoges within U.S. not authorized
by the Congress?

18
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58, FAA 8 620(k). If construction 58, No.
of productive enterprmae,.wzlz
aggregate value of aseistance
to be furnished by U.S, exceed
$100 million?

59. FAA B 61 2(dg Does the U.S. own 59, No.
excess foreign currency and, if ao,
what arrangements have been made
for its release?

60. MMA § 901.b. Compliance with 60, The Loan Agreement will require
requirement that at least 50 per such compliance,

centum of the qroso tonnage of
commoditics (computed sceparately
for dry bulk carricrs, dry cargo
liners, and tankers) financed
with funds made available under
this loan shall be transported
on privately owned U.S. flag
commerctal vessels to the extent
that such vesscls are available
at fair and rcasonable rates.

19
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CERTIFICATION PURSUANT TO SECTION 6ll(e) OF THE
FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED

I, Robert E. Culbertson, the principal officer of the Agency
for International Development in Guatemala, having taken
(L:0 account, among other things, the maintenance and
ucilization of projects in Guatemala previously financed

or assisted by the United States, do hereby certify that

in my judgment Guatemala has both the financial capabil-

ity and the human resources capability to effectively
maintain and utilize the capital assistance project,

Rural Elcctrification,

This judgwent is based upon the improving implementation
record of AID-financed projects in Guatemala and the
quality of the planning which has gone into this new pro-

Ject,
—
(signed)_ %/M

(date) May 25, 1971
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Map: INDE's Generating Plants and Transmission Lines

Line Diagram: Generation and Transuission
Line Diagram: Generation and Transmission
INDE's Major Projects

Organizatlon Chart: INDE

Map: Project Distribution Areas

Map: Route of Transmission Line

Cost Details

Map: Las Verapaces Area

fable: Las Verapaces Consumption

Map. Huehuetenango Areca

Table: Huehuetenango Consumption

Map: San Marcos Area

Table: San Marcos Consumption

Chart: Implementation Plan

INDE's Rate Schedule

Organization Cinrt: Distribution System
Financial Data: Three Distributlion Systems
Financlal Data: Threc Distribution Systems
Table; National Plan, 1971-75

System Now
System After Project

-~ Income Projections
- Cash Flow

Financial Data: INDE's 1970 Income Statement

Financial Data: 1INDE's 1970 Palance Sheet
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PRESENT SYSTEM

AND

INDE's ACCOMPLISHMENTS

SINCE 1959

When INDE was created in May of 1959 it took over a
scattering of hydro and thermal plants, (some of which have been
In operation since 1896), and started on a plan of unification
which will eventually tic all of Guatemala together in a nation-
wide grid asystem,

After taking over govermment vun plants at Santa Marfa
(5.9 MW) and Rfo Hondo (2.4 M) in 1960 INDE purchased hydro
plants producing 12.1 MW of cle:tricity from the Empresa Eléctrica
de Guatemala in 1967, Starting in 1964 INDE also began a cons-
truction program Lo aupment its pewer producing capacity in an
effort to stay ahecad of the cver growing demand for electrical
power, Since 1964 INDE has built the folloving plants:

1964 Diesel - San Felipe 2.4 MW
1965 Turbo-Gas - Guacalate 1 12,5 MW
1966 Hydro - TLog Esclavns 13.0 MW
1967 Hlydvo - Kl Porveniv 2,2 MW
1968 Turbo-Gas - Guacalate {2 12.5 MW
1969 Hydro - Jurin Marinald 60.0 MW
1971 Thermal - Escuintla 33.0 MW

In addition to the construction of power plants several
thousands of miles of transmission and distribution lines have
been bullt, INDE how has:

UNCLASSIFIED
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14 Kms, of Single Circuit 138 XKV lines

32 Kms, of Double Circuit 138 KV lines

7 Kms. of Double Circuit 69 KV lines
295 Kms. of Single Circuit 66 KV lines
146 Kms. of Double Circuit 66 KV lines
499 Kms. of Single Circuit 33 KV lincs

43 Kms. of Double Circuit 33 RV lines
1370 Kno. of Triple Phase 13,2 KV lines
565 Kms, of Single Phane 7.6 KV lines
660 Kms, of Distribution Networia

INDE is now serving about 1,500,000 people out of a total
population of about 5,000,000. The expansion planned under this
loan will bring the total population served up to about
2,000,000 people.
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COST ESTIMATES

Concrete poles are used almost exclusively in utility
work in Guatemala because only one plant for the treatment
of wood poles is located in Guatemala, Poles treated at that
plant cost 60% to 70% of the cost of & locally manufactured
concrete poles of the same height. Untreated wood poles have
a life of only one to two years and consequently are not suited
to uti'ity line construcclon because of the recurring replace-
ment cost,

The general specifications and standards for rural elec-
trification arc in 2ccord with TNDE's normal practices, A
Lrief description of typical components of a system are glven
along with an avervape cost and wan made of cach average cost,

1, Transmission Substations

Standard subsitations (all inte three voltage categories:
(1) 66 KV - 33 KV, (2) 66 KV - 7.6/13.2 KV, and (3) 33 KV -
7.6/13.2 KV. All substations are outdoor type using structures
of concrete or galvanized steel, and circuit protection on both

high and low voltape sides. The average cost installed of each
type subatation is as follows:

66 KV - 133 Kv: $60.00/KVA

66 KV - 7.06/13.2 $55.00/KVA

33 RV - 7.6/13.2 $40.00/KVA

2. 66 KV Transmission Line

Base pole in 66 KV transmission line 18 a 16-meter concrete
pole. Depending on certaln linc characteristics such as conduc-
tor size and average gspan, either single-pole or H-frame struc-
tures are used, '

Line conductors are ACSR between 4/0 and 336 MCM. Strings

of six 10-inch diameter insulators are standard. Single or
double static wirea are used according to type of structure,

UNCLASSIFIED
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GENERAL

Tatal KWH

No. Usuarics
KWH/Usuario
Ventas(7.25¢ /KWH)

INDUSTRIAL

Total KWH

Ng. Usuarics
XWH/Usuario

Ventas (4.30g /KWH))

ALUMBRADO PUBLICO
Total KWH

No. Usuarios
KWE/Usuario
Ventas (3.33¢ /KWH)

FIKCAS

Total KWH

Yo. Usuarios
KWH/Usuario

Jentas (5.20¢ /KWH)

JTRCS

rotal KWH

~lo. Usuarios
<Wh/Usuario

Jeotas (6.20g /KWH)

JOTALES

By )0

Jsuariocs
Sartavos/KfH

4{les de Quetzales

PLALN LAS

YVERAPACES

PROYECCION DE VENTAS

(Miles de Quetzales)

2 3 4 5 6 7 8 9 10 11 12
875 434 '2,000 749]2,647 245{4,672 010{5,455 034{6,011 484{6,598 334/ 7,126 121 7,696 116 8,311 753|8,976 818
2 700 ! 6 B840 11 223 15 649 18 245 20 125 21 511 22 801 24 170 25 619 27 159
324 293 325 299 297 209 307 313 318 324 331
63.5 | 145.1 264.4. 328.7 395.5 435.8 478.4 516.6 558.0) 602.6 650.8

|
247 220 1,067 038}1,387 17511,411 766(1,521 602/1,552 027}1,582 946! 1,616 502| 1,649 026/ 1,681 993{1,712 627
36 | 53 116 130 130 120 130 130 130 130 130
6 837 ! 18 424 11 952 10 €50 11 705 11 919 12 177 12 435 12 685 12 938 13 174
10.7 | 46.7 59.6. €0.7 85.4 86.7 68.1 69.5 70.9 72.3 73.6

!
625 463 1,222 G20!1,975 1830 2,725 112{2,726 112!2,72¢ 112} 2,726 112} 2,726 112) 2,726 112; 2,726 112[2,726 112
19 GIo x12§ 135 136 126 136 136 136 136 136
16 oz . 15 275! 17 €37 20 G453 20 043 20 G453 20 045 20 045 20 0435 20 045 20 045S
20.8 i 30.7 65.2 5.8 s0.f 90.5 90.8 20.8 $0.8 90.8 90.8

'

|
997 106 1,543 653{2,365 284, 2,754 E11]3,.04 385|3,289 359 3,450 693! 3,604 124!3,766 051} 3,931 453|4,112 317
19 55! 75 102 115 115 117 118 119 12} 122
52 479 31 787 29 940 27 400 26 995 28 603 2 949 3 054 3 165 3 249 3371
51.8 95.9 123.0 145.3 161.3 171.0 179.4 187.4 195.8 204.4 213.8
102 0G0 : 172 040 255 5020 389 406| 397 307] 405 263 415 411] 421 702, 430 136 438 746| 447 498
48 ! 82 145| 189 189 189 189 189 189 189 189
2 125 2 198 2 038 2 060 2 102 2 144 2 198 2 231 2 276 2321 2 368
6.3 10.7 18. 3! 24.1 24.5 25.1 25.8 26.1 26.7 27.2 27.7
2,847 924 5,325 506/9,670 58611,994 10513,315 79013,984 24514,773 496/15,494 561.6,267 44117,090 057|7,975 372
2 842 7 119 11 675 16 006 18 915 20 657 22 o83 23 374 24 746 26 195 27 736

5.38 5.36 5.49 5.52 5.54 5.65 5.70 5.75 5.79 5.84 5.80
153.1- 339.1 531.1 659.6 737.7 789.4 890.4 942.2 997.3 1056 .7

842.5
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GENERAL :

Total xwH
Ro. usuarios
XWH/usuario

Ventas (7.25) x 103

IXDUSTRIAL:

Total Wy

Kz, Usuarios
KW/ usuario
Ventas (3.30)x10?

FINCAS:
Total wwy
N¥o. usuarics
WH/usvario
veatas (£5.29) x103

JTPCS:
Total kwy
i3, usuario
(WH/usuario

Tentas (¢ 620) x 107

IQTALES ¢

e 525 988
tesuwarioca 776
Centavos/ XN 5.74

Qumtzalesx10) 30.2

PROYECCION DE VENTAS

PLAN HUEHUETENANGO ~ QUICHE

(Cifras en riles de Quetzales)

4 6 7 8 9 12 12
4 433 837 24245 174 05816 711 24217 172 995/7 634 831 |6 111 085|8 617 374 ]9 168 154
13 173 126 18 114 19 333 20 329 21 286 22 248 23 247 24 292
233 338 341 347 353 359 365 371 377
325.1 395.4 437.6 486.6 520.0 553.5 588.1 624.8 664.7
175 sac 2 074 1ce 2032 215 344 16 53412 216 5442 216 544 [2 216 5442 216 54412 216 544
4 140 168 183 192 135 196 196 196 19
4 83 14 &1s 8s1 12 046 11 545 11 367 11 309 11 309 11 309 11 30
6.3 85,1 7.5 73.8 73.8 3.8 73.8 73.8 73.8 73.8
4
689 126, 750 0%8| 7e3 925| 805 723| 821 836| 838 275| 855 040| 872 141| 889 S84
267 323 352 366 373 375 375 375 375
2 s8l 2 325 2 244 2 20! 2 203 2 235 2 280 2 326 2 372
42.7 46.6 35.0 50.0 51.0 52.0 53.0 54.0 $55.4
4
9 130 527 | 9 733 509 |10 211 375 | 10 689 650 |11 182 669 |11 706 059 | 12 274 282
18 466 19 714 20 702 21 661 22 623 23 622 24 687
6.3 6.3 6.4 6.4 6.4 8.5
570.4 610.4 644.8 679.3 714.9 752.6 793.¢
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CEXTRAL

<To%al Kwr

No. Tsuaricos
XWi/Tsuario
Vertas(.95¢/KwWY)

INTUSTRIAL

Total KaH

Ko. Tscarios

e Us:asio
Vertas [ 5.212¢,XwE)

FINTAS

Total KAy

Bc. Usuarics

ooy Uacario
Vertas (5.30¢/X~H)

orTss

Tctal KwH

Nao. Usucaricos
KWE/Tuiario
Ventas {6.2C0¢/KwWR)

PLAN SAN MARCOS

PPOYFECCICN DE VENTAS
(Miles de Quetzales)

1 2 3 4 5 6 7 8 9 10 11 12
223,070 <53,020 61C,C00 698,000 733,000 770,000 €cg,000 849,000 891,000 936,000 982,000{1,031,000
255 1,727 2,274 2,504 2,662 2,763 2,845 2,931 3,01¢ 3,109 3,203 3,299
251 268 268 268 273 279 284 290 295 301 307 313
i7.s 35.3 47, 54.8 57.¢ 60.4 63.4 €6.6 69.9 73.5 77.1 80.9
168,302 |, 321,Cc00 338,020 340,000 338,006 254,000 361,000 362,000 376,000 384,000 392,000 399,000
11 f 21 21 2 22 22 22 22 22 22 22 22
15,2732 15,762 15,928 5,455 15,818 16,091 16,409 16,773 17,091 17,455 17,818 18,136
7.2 5.2 15.3 13.6 15.0 15.2 15.5 15.9 16.2 16.5 16.9 17.2
187,222 <£7.,002 257,029 267,000 267,000 267,000 267,000 267,000 267,000 267,000 267,000 267,000
i3 25 25 25 25 25 25 25 25 25 25 25
13,3480 15,630 10,682 10,€49 10,680 10,680 10,5680 10,680 10,680 10,680 10,680 10,680
£.2 e.e E.2 8.9 8.9 8.9 8.9 8.9 8.9 8.9 8.9 8.9
323,006 453,000 531,000 5€9,0C0 606,000 624,000 643,000 662,000 €82,000 702,000 723,000 745,000
6 7 8 8 8 8 8 8 8 8 8 8
53,833 £3,714 67,625 73,500 75,750 78,000 80,375 82,750 85,250 87,750 90,375 93,125
7.4 3.5 29.2 31l.8 32.7 33.7 34.7 35.7 36.8 37.9 39.0 40.2
60,200 117,000 119,cC0¢C 122,000 125,000 127,000 129,000 132,000 134,000 139,000’ 140,000 143,000
30 53 58 58 58 se 58 58 58 58 58 58
2,000 2,012 2,047 2,098 2,133 2,184 2,219 2,270 2,305 2,374 2,408 2,460
3.7 7.3 7.4 7.6 7.9 7.9 8.0 B.2 8.3 8.6 8.7 8.9
961,000 1,631,000(1,871,000 2,015,000 (2,078,000 2,142,000 2,208,000 /2,279,000 2,350,0002,427,000 2,504,000 2,585,000
916 1,838 2,388 2,717 2,795 2,876 2,958 3,044 3,132 3,222 3,316 3,412
5.41 5.59 5.76 5.84 5.87 5.89 5.91 - 5.94 . 5.96 5.99 6.01 6.04
52.0 9l1.2 107.8 117,7 122.0 126.1 130.5 135.3 140.1 145.4 150.6 156.10
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PROPOSED RETAIL RATES

General Use

First 12 YWH Q1.00 (Minimum Charge)
Next 28 KWH at 0,07 /XWH

Next 80 KWH at 0.05/KWH

Next 120 KWH at 0.04/KWH

Over 240 KWH at 0.032/KWH

Intermediate User

This rate {s applicable to consumers with a demand between
4 and 50 KW and with a consuwption of energy over 1,000 KWH per
month, The demand and energy usage 1s normally metered but if
it is considered convenient the demand portion can be estimated
according to Article 55 of the General Rules of Electric Service
of INDE,

Monthly Charpe

a, Demand Charge

QlL.00 tor first 4 KW of demand,
Q 2.75 for each KW of additional demand,

b. Fnerey Charpe
First 70 KWH/KW of denand - no charge,

Next 100 KWH/KW of demand at Q0,03,
ALl over 150 FWH/FEW of demand at Q0,02,

Larpe User
This vate 15 applied to consumers with a demand greater than

50 KW. Under this cate the user providea the required transformer
at hin expeusce,
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Monthly Charge

a, Demand charge:

Q138.00 first 50 KW of demand.
Q 2.75 each KW of additional demand.

b. Energy charge:
First 10,000 KW or less Q200,00

Next 10,000 KWH at QO0,02/KWH
All over 20,000 XKWH at Q0.0125/KWH.

Nixtamal Mills

This rate is applicable only for service to nixtamal mills
using a maximum of 1,000 KWH per month:

Monthly Charge

First 200 KWH Q7.00 (minimum charge),
All over 200 KWH at Q0.035/KWH,

Public Street Lighting

This rate is 1.2 centavos monthly per watt of installed
lamps and allows lighting service from 5 p.m, to 6 a.m. of the
following day.



ORGAN!ZACION OPERATIVA TIPICA DE LOS SISTEMAS REGIONALES
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INCOME FROM_ OPERATIONS

1 Z 3 4 5 6 7 8 9 10 11 12
iz me Yefore Deprecia-
2iom (& Izz. >
Sa= “arc:cs (1.3) (2.3) 5.6 9.6 11.6 12.5 13.7 15.3 16.7 18.7 16.4 17.9
Commolztive (3.6) 2.0 11.6 23.2 35.7 49.4 64,7 8l.4 100.1 116.5 134.4
WA Verspaces 14.5 103.4 151.8 173.5 181.9 204.9 228.3 249.4 272.5 251.7 283.4
14.5 117.9 269.7 4,432 6.251 8,300 1058.3 1307.7 1580.2 1831.9 2115.3
Zoe>oelenangs (33.4) 0.3 8,.9 102.7 109.8 120.1 137.4 152.7 168.2 184.6 155.0 178.5
33.7) 51.2 153.9 263.7 383.8 521.2 673.9 842.1 1026.7 1181.7 1361.2
Ictal (22.8) 171.1 435.2 4719.9 6670.5 8870.6 1796.9 2231.2 2707.0 3130.1 3610.9
iocowe With Derreciation
Saz Marcos (5.2) (18.5) (28.1) (33.7) (37.3) (40.0) (41.5) (41.4) (39.9%9) (36.4) (35.2) (32.5)
Szehuetesango (33.4) (40.7) (41.5) (41.4) (63.0) (83.5) (86.7) (74.6) 47.0) (3.0) (11.4) (50.3)
a3 Verapaces (32.3) (22.9) 13.0 51.6 93.6 158.6 247.0 356.5 489.1 600.9 744.4
Tote® (38.6) {91.5) (92.4) 62.1 (48.7) (29.9) 30.4 131.0 259.6 449.7 554,3 661.6
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CASH FLOW
1 2 3 4 5 [ 7 8 9 10 11 12
Cash Salance (without
Cepreciation)
Saz Marccos 16.8 22,4 11.3 (2.3) (1.5) (1.1) (0.4) 0.7 1.6 3.0 (16.6) (15.7)
{(cimulacive) 16.8 39.2 50.5 48.2 46.7 45,6 45.2 45.9 47.5 50.5 33.9 18.2
las Verajaces 32.0 110.0 168.0 196.0 109.0 123.0 139.0 155.0 172.0 (22.0) 3.0
32.0 142.0 310.0 506.0 61;.0 738.0 877.0 1032.0 1204.0 1182.0 1185.0
Eueluetenangs {(2.0) 44,0 136.0 186.0 215.0 112.0 129.0 143.0 158.0 173.0 (31.0) (13.0)
(2.0) 42.0 178.0 364.0 379.0 691.0 820.0 963.0 1121.0 1294.0 1263.0 1250.0
15.8 1131.7 1351.6 1603.2 1885.9 2200.5 2548.5 2478.9 2453,2
Aca=ulated Depreciation
3az ¥Marcos 3.9 14,9 30.1 45.3 60.5 75.7 0.9 106.1 121.3 136.5 151.7 166.9
ias Verapaces 392.0 531.0 671.0 8l11.0 951.0 1091.0 1231.0 1371.0
Buehuztensz=go 327.0 467.0 608.0 749.0 889.0 1030.0 1170.0 1311.0
779.5 1073.7 1369.9 1666.1 1961.3 2257.5 2552.7 2848.9
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LOAN AUTHCRIZATION

Providod from: Alliance for Progress Funds

GUATEMALA: Rural Eloctrification

Pursuant to the authority vested in the Deputy U.S. Coordinator,
Alliance for Progress, by the Foroign Assistance Act of 1961, as
amended, and the delegations of authority issued thereunder, I here-
by authorizo thc establishment of a loan pursuant to Part I, Chapter 2,
Title VI, Alliance for Progreas, of said Act to the Instituto Nacional
de Electrificacion, INIE, ("Borrower") of not to exceed seven million
United States Dollars ($7,000,000), said loan to be guaranteed by the
Republic of Guatemala ("Guarantor"), to assist in financing the
United States dollar and local currency costs of a project ("Pro-
Ject") to provide ample, reliable electric power to certain rural
areas as part of an overall rural electrification plan, the loan to

be subject to the following terms and conditions.

1. Interest and Terms of Repayment:

(a) Borrower shall repay the loan to the Agency for
international Development ("A.I.D.") in United States dollars within
thirty (30) 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. in United States dollars on the disburséd
balance of the loan interest of two percent (2%) per annum during

the grace period and three percent(3%) per annum thereafter.
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2. Othor Terms and Conditiona:

(a) Goods, sorvicea (oxcept for Ocean shipping)
and marino ingurance financed under the loan shall have
their source and origin in countries which are members
of the Central Amorican Common Market or in countries
1 .cluded in Code 9Ll of thce A.I.D. Geographic Code Book. -
Marino Insurance may be financed under the loan only 1if
it is obtained on a competitive basis and any claims
thercunder are payable in freely convertible currencies,
Ocean shipping financed under the loan shall be procured
in any countries included In Code 941 of the A.I.D.
Goographic Code Book, excluding countries which are
members of the Central American Common Market.

b) United States dollars utilized under the
Joan to finance local currency costs shalli be made avall-
able pursuant to procedurecc saﬁisfactory to A.I.D.

(c¢) Prior to the first disbursement or issuance
of commitment documents, the Borrower will submit a finan-
cial plan including the allocation to INDE for the
Pr ject of not less than $h,600,000 over the Froject
execution term,

(d) Prior to the first disbursement or issuance.
of commitment documents to finance construction under each
subproject, INDE willl submit in form and substance satis-

factory to AID:
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(1) evidence that all necessary land and
rights-of-way have been obtained for
the sub-project;

(2) 1in instances in which INDE will perform

the construction: final plans, specifi-
cations, and costis;

(3) in instances in which independent con-
tractors will perform the construction:
bid documents, and contracts with ac-
ceptable contractors; and

(4) for each distribution system, an updated
feasibility study including the rate
schedule to be applied, and a financial
and consltrustion plan.

(e} The two-step loan ophion will be offered to the GOG,
with repayment scheduled at forty (10) years includirg a ten year
grace period and interest at two (2%) percent during the grace period
and three (3%) percent thereafter.

(£f) The Loan shall be subject to such other terms and con-

ditions as A.I.D. may deem advisable.

Deputy U.S. Coordinator

Date
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