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AID-DLC/P-960/2 

April 19, 1972 

~ORANWM FOR THE IEVELOPMmT LOAN COMMITTEE 

SUBJ~T: Ethiopia - Haile Selassie University Expansion - Phase II 
Amencinent 

Attached for your review are the recommendatioalS for 
increasing by $1,200,000 a loan (No. 66)-H-019) made to tile 
Imperial Ethiopian Government in an amount of $J,7oo,000 to a8sist 
in financing the foreign exchange and local costs of goods and 
services required to cor~truct dormitories, a classroom building 
and a cafeteria/auditorium for Haile Sela8sie I University. 

Please advise us 8S early as possible but in no event 
later than close "Jf business on Thursday, April 27, 1972, if you 
have a basic policy issue arising out of this proposal. 

Attachments: 
Memorandum for the m.c 
ANNEXES I and II 

Rachel R. !iee 
Secretary 
Development Loan Committee 

UNCLASSIFIED 



AID-ILC/P-960/2 

April 19, 1972 

MEMORANDUM FOR THE DEVELOPMENT LOAN COMHITTEE: 

SUBJI:CT: Ethiopia - Haile Se1assie I University Expansion. 
Phase II (A.I.D. Loan No. 663-H-019) 

Problem: Additional funds of approximately $1.6 million are required to 
finance the construction of facilities at Haile Se18slie I University. 
The Imperial Ethiopian Government (lEG) has requested that A. LD. 
provide $1.2 million of the additional funds required. based on the 
original understanding that A.I.D. would finance 75X of project costs. 

Discussion: A loan of $3.7 million for the Phase II Haile Se1assie I 
University Expansion project was authorized on May 27. 1971 (see 
Capital Assistance Paper AID-DLC/p-960 dated May 11, 1971). Total 
project costs were estimated at that time to be $4,883,592, in
cluding $3,819,080 for construction, $244,000 for movable furnish
ings and equipment, $183,000 for construction supervision and a 
contingency item of 15 percent, or $637.512. A.LD. was to financ~\ 
75% of total project costs, or $3,662.694 (rounded to $3.7 million), 
the remainder of $1,220,898 was to be financed by the lEG. The 
project financing was based on preliminary cost estimates prepared 
by the architectura1/engineering firm, Da1ton-Da1ton-Litt1e (DDL) 
of Cleveland, Ohio, in March 1971.!1 The final cost estimates 
completed by DDL in September 1971 projected a somewhat higher 
construction cost of $4,462,000. 

A.I.D. approved prequa1ification of six construction contractors in 
November 1971. The six contractors included one U.S. firm, one Korean 
firm, and four local Ethiopian firms. Bid documents were issued to 
all firms in early December and bids were opened on February 10, 1972. 
Three of the prequa1ified contractors, including the U.S. and Korean 
firms and one local firm, failed to submit bids. The three re
maining local firms submitted bids of $6,046,000, $6,259,000 and 
$6,509,000. The extent to which these bids exceeded the final cost 

!I A.LD. decided to pro'ceed with authorization of the ori,,:ina1 loan 
in May 1971 on the basis of the preliminary cost estimates to save 
time and money. The lEG Parliament recesses in June and reconvenes 
in November, but doe:: not take action on regular business until 
some months later. By obtaining lEG parliamentary ratification in 
June 1971~ at least four months were saved in processing the 
Invitations to Bid. Consequently, construction will begin earlier 
and the facilities will be completed in time for the beginning of 
the 1973/74 academic year. (For the original implementation schedule. 
see Section VI of the Capital Assistance Paper.) 
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•• ti_t. refl.cted at l ... t two facton which _re beJoDd the 
control of DDL and the UD1v.nit,. Th • .ajor tactor ... the cha .... 
in the U.S. Dollar/Ethiopian Dollar .xchallc. rat., .ft.cth. 
Decellber 15, 1971 tro. U.S. $1 .. Eth. $2.00 to U.S. $1 • fih. $2.28. 
'Ibis increued c08t8 ... xpre .. ed in U.S. dollal'll by 8 percent. Th. 
oth.r factor ... the lEG'. inai.t.nc. that the unit pric •• ca.pri.iDl 
the bid includ. local turnov.r t .... , although the co.t •• ti_t •• had 
been prepared on the ... u~tion that all _t.rial. would be free of 
dutie. or local t ..... ~/ 'Ibis added an •• ti_ted $130,000 to 
proj.ct cost.. It DOL'. tinal •• ti_t. i. adjuated to refl.ct th ••• 
factors it beco ... approximat.ly $4,949,000. On thi. ba.i. the low 
bid of $6,046,000 .xc •• d.d the final •• ti_t. by 221. 

FollowiUC openiag of the bid., the l1D1v.l'llit, iDlitructed DDL to 
d.t.rwdne wh.th.r the contractor'. unit pric .... re ,.nerally re .. oaabl. 
in the light of conditions in Ethiopia, and if .0, to ne,otiat. with 
the three fiJ'1M to reach an qre.d contract pric.. Aft.r a week of 
investigations in Addi. Ababa, the DDL repre •• ntativ. concluded that 
the unit prices were reasonable and that it would not be in the 
University's best interest, given the lack of int.re.t b, forei,n 
firms and the small nuaber of qualified local firw., to re-open the 
bidding. In the three following we.ks the DDL repre •• ntativ., to
gether with repres.ntativ_of the Univ.rsity, necotiated a contract 
price of $5,443,000 With the low bidd.r, wigi Varnero Co. 'lb. 
reduction of about $600,000 fro. the ori,inal bid price ... achi.ved 
primarily through red.sign of so_ it •• , CUUC •• in .pecificationa 
and consequent substitution of ch.aper _t.ria18, aDd negotiation of 
lower rates of profit and ov.rh.ad on the contractor'. procurr .. nt 
and installation of fixed equip_nt such .. bed., wardrobe., l.cture 
hall seating and kitch.n equip_nt. AlthoUlh this _I0tiated allOUnt 
still exc.eded the ~juat.d DDL final c08t •• ti_t. of S.pt.llber 1971 
by $494,000, or l~, the DDL repre •• ntativ. and th. UDiv.nit, con
cluded that the nelotiat.d pric .... re .. onabl., and that the DDL 
estimate had tailed to take into account rat •• of inflation applicabl. 
to buildiag mat.rials in the U.S. aDd Ethiopia aDd had b .. n b .. ed on 
insufficient knowledl. of Ethiopian condi tiona. 

2/ A.I.D. agreed that turnover tl&Xes could be included in the unit pric •• , 
since the 1m has no machinery for .ullpttDg local purch .... of _t.rials 
from the 1m turnover t... Th. t .. will be .hown .. a •• parat. it •• 
on the contractor's IIIOn"thly invoic.s and Will be reillbursed by the lEG. 
~ince the tax is not aa true coutruction coet aDd 18 included .. a 
conveni.nce to the 1m, the rei.,urs ... nt for local t .... Will not 
count toward the lEG contribution of 251 of total proj.ct co.t •. 
(See Annex I, page 3 for detailed calculation.) 



-3-

DDL reco_Deled on Karch 9, 1972 that the UAivenU, a.rd a 
contract to wiCi VarDero Co. on the bUb ot the MC;otiated price 
ot $5,443.000. On _rch 13, the UDiversity requested that A.I.D. 
approve the award and requested that the lEG Council of Ministers 
approve additional 1m financiag for the project u _11 .. a request 
to A.I.D. for an ... nd_nt to the project loan inoreuiag the aJIOUnt 
by $1.2 ~lllon. A.I.D. approved the contract award on March 23, 
1972, and the contract was signed on March 24. 'lbe 1m Ministry of 
Finance submitted a formal loan a .. nd_nt request on April 4, 1972. 

Re;ardiag the contract with DDL for coa.truction su,.rvision. the 
actual amunt for the coo't-p1us-fixed-fee coatraot dcned on .roll 24. 
1972 is $422.857. as .. ainst an original esti .. te of $183,000. The 
original estimate was bued on a standard peroentAle (4.51) of the 
construction cost and did not take into aocount the tact that DDL 
would have a U.S. architect/engineer stationed at both Addis Ababa 
and the Alemaya campus. Also. the cOlllitruction period wu 1encthened 
fro. 18 to 24 months since no co~tractor was wil11Di to sub.tt a bid 
based on an l8-mnth construction period. Given the number of U.S. 
and Ethiopian personnel to be emp1a,yed and the estimated 1eQith of 
the construction period. A.I.D. ~lieves that the coat of the con
struction supervision services is reasonable. 

Based on the above costs, the new project fInancial plan is as 
follows (for detaUsI:see Annex I. DetaUed COlt Esti_te - Revised): 3/ 

Ol'iginal AID Loan 
AmendIDBnt 
Original lEG contribution 
Additional lEG contribution 

Foreign 
Exchange 
Costs 

1.500.000 
200.000 

1, 700,000 

Local 
COltl 

2,200.000 
1.000.000 
1.200.000 

400,000 
4.800,000 

Total 

3.700,000 
1.200,000 
1,200,000 

400,000 
6,800,000 

The funds provided under the proposed loan aa.;nd .. nt would be .-de 
available on the terms applicable to the original loan, i •••• princi
pal repayable over 40 years, includiag a 10-year grace period. with 
interest of 2 percent during the grace period and 3 percent there
after. 

The statutory Criteria were satisfied in the original capital 
Assistance Paper and are applicable to this amendment, 

3/ All figures rounded to nearest hundred thousands. 
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Reco ... DdatlOD: That tbe co..ttt .. approye tbe Loan A..-d .. at Autborl
.. ilOD (X_x II) to provlde an addlUoDal $1,200,000 to tiaaace 75 
percent of tbe lncr. .. ed ca.t. of the Pba8e II Halle 8ela.81e I 
UDlver.lt, Expaa.lon Project. 



HAILI SIIASSII I UNIVIRSITY 

DETAILED COST BSTIIlATBS - UVISBD 
(U.S. J) 

SIDIST KIW 

Doraltoriea (4) 

1. 
2. 
3. 

Foundations • Excavations 
Reinforcing steel 
Concrete, Fo~ 
Masonry 4. 

5. 
6. 
7. 
8. 
9. 

Windows, Doors, Hardware 
Finishes, Miscellaneous 
Roofing 
Wardrobes 

10. 
11. 
12. 

Movable Furnishings • Equip .. nt 
Mechanical 
Electrical 
Site Work 

Total U.S.$ 

cafeteria-Auditoriua Building 

1. Foundations. Excavation 
2. Reinforcing Steel 
3. Concrete, For. 
4. structural Steel 
5. Masonry 
6. Windows, Doors, Hardware 
7. Finishes and Miscellaneous 
8. Roofing 
9. Ki tchen EquiplDBnt 

10. Movable Furnishings • Equipment 
11. Mechanical 
12. Electrical 

10,000 
12,000 

189,800 
107,600 

8,800 
3,000 

85,000 
106,000 

7,000 
529,200 

800 
44,000 

600 
24,200 
46,000 

4,000 
65,000 
17,000 
28,000 
20,000 

URCIASSIFIBD 
ADD I 
prq. 1 of 3 

231,000 
469,128 
340,385 
167,940 
213,873 
248,100 

20,370 
205,620 
128,000 
83,820 
82,000 

123,600 
2,313,838 

25 ,400 
48,300 
53,000 
53,500 

8,700 
42,600 
52,000 
24,500 
21,000 
15,000 
23,000 
20,200 

Total 

231,000 
469,128 
350,385 
179,940 
403,673 
355,700 

29,170 
208,620 
128,000 
168,820 
188,000 
130,600 

2,843,038 

25 ,400 
48,300 
53,800 
97,500 
9,300 

66,800 
98,000 
28,500 
86,000 
32,000 
51,000 
40,200 

13. Site Work (Included UDder Sidi.t Kilo Dor.ttory -
Ite. 12) 

Total U.S.$ 249,800 387,200 i36,Aco 



.CIASSlrIED 
ADUI ,..e 2 ot 3 

HAlg S.IASSIE I lIfIVlRSlTY 

DETAILED OOST IBTIIlATIS - UVISBD 
U.S.$) 

AIDAYA 

Foreiln Izcbaace lAK:al 
Do 1'111. tory (1) C .. ts C .. t. Total 

1. Foundations. bcavation!- 57,000 57,000 
2. Reinforcing Steel 112,000 112,000 
3. Concrete, Fol"W) 4,500 102,000 106,500 
4. Masonry 3,000 50,000 53,000 . 
5. Windows, DooI'8, Hardware 47,000 67,000 114,000 
6. Finish.s, MlscellaneoU8 25,500 C4,000 109,500 
7. Roofing 5,000 7,500 12,500 
8. Wardrobes 51,000 51,000 
9. Movable Furnishings • Equip_nt 32,000 32,000 

10. Mechanical 22,000 51,500 73,500 
11. Electrical 28,500 30,500 57,000 

Total u.s.$ 133,800 i44 ,SlR> 778,000 

Classroom Building 

1. Excavation, concrete, For. 600 165 ,000 165 ,600 
2. Reinforcing steel 88,000 88,000 
3. Masonry 1,400 16,000 17 ,400 
4. Windows, Doors, Hardware 32,000 45,000 77,000 
5. Finishes, MiscellaneoU8 26,000 21,400 47,400 
6. Roofing 9,000 :-'O:~'OO 13,500 
7. Chalkboards (included in Ite.5) 
8. Laboratory Equip .. nt 110,000 20,300 130,300 
9. Fixed seating (included in Ite.8) 

10. Movable Furnishings • Equip_nt 20,000 20,000 
11. Mechanical 14,000 35,000 49,000 
12. Electrical 29,000 25,000 54,000 
13. Site Work 2,500 19,400 21,900 

Total U.S., 243,SOO 440,800 884,100 



DftAILED COST ZSTllMTa - MVIsm 
cu.s.i) 

AUT KIID 
Foreign Bxchuce 

DorJlitory (1) eo.ta 

1. FoUDdatioDS " Excavation 
2. Rei nforci 11& Steel 
3. Concrete, Fon. 1,GOO 
4. Masonry 3,000 
5. Windows, Doors, Hardware 48,000 
6. Finishes, Miscellaneous 25 ,GOO 
7. Roofing 3,700 
8. Wardrobes 
9. Movable Furnishings • Equip_nt 

10. Mechanical 22,000 
11. Electrical 26,500 
12. Site Work 

Total U.S. $ 130,200 

Foreign Exchuce 
SUMMARY: COIIts 

Construction COntract 1,249,000 
Less local taxes 

1,249,000 

Movable Furnishings & Equip .. nt 37,000 

Construction Supervision COntract 276,210 

contingency (~) 140,599 
Total 1,102,809 

UJfCL\8811'1ZD 
AnD I 
__ e 3 ot 3 

IDeal 
CQlta 

48,000 
125,000 
93,500 
42,000 
54,000 
85,000 
9,000 

50,000 
32,000 

·,11,400 
30,400 
1G!000 

118,300 

Local 
Costs 

4,194,436 
130,000 

-!.064,436 

207,000 

146,647 

397,627 
.. ,818, 710 

Total 

48,000 
125,000 
95,000 
45,000 

102,000 
90,500 
12,700 
50,000 
32,000 
73,400 
56,900 
15,000 

145 ,800 

Total 

5,443,436 
130,000 

5,313,436 

244,000 

~22,857 

538,226 
6,518,519 

The Financial Plan includes AID financing 751 of the total project coats, 
and 10~ of the foreign exchange costs, as follow.: 

AID Loan 
un contribution 

Total 

Foreiln bell ".ll ;,;, Illtll , 

Coats .,. ~. Local CQlts 

1,702,809 (110%) 3,186,080 (661) 
1,629,630 (341) 

$ 1,702,809 $ 4,815,110 

Total 

.. ,888 ,889 (751) 
1,629,630 (251) 

$ 6,818,519 



DBMRTIIINT OF STATI 

AlD-DU/P-9W/2/A Draft 

UJfCL\SS IFIED 
ADU II 
Loan Mo. 1I3-H-018 

AGEMCY FOR Dn'BRHATHlfAL DBYBlDPMINT 
W'&8hilWton, D.C. 20523 

CAPITAL ASSISTAlfCE UWf AtmI)RIZATION 
AIIDJ IIO!NT 

Provided fro.: Develop_nt Loan Fund. 
Ethiopia - HaUe Selas81e I Univeraity bpauion - Ph .. e II 

Pursuant to the authority ve.ted in the Adaini.trator of the "eney for 
Interutional Development (hereinafter called "A .1. D. ") by the Foreign 
Assi.tance Act of 1961, .. a .. nded, and the delegations of authority 
issued thereunder, I hereby authorize the following: 

An a .. ndment to incre .. e the above-captioDed lOAn to the 
IlIIP8rial Ethiopian Government ("Borrower") by an UIOUnt not 
to exceod one aillion two hundred thouaand dollara (,1,200,000) 
to assist in financing th.·foreign exchaage and local ooat. of 
goods and services required to conatruct dormltorie., a cl ... -
rooa building and a cafeteria/auditoriua for Haile Sel ... ie I 
University, subject to the following ter.a and conditiona: 

1. Interest Rate and Ter. of Repay_nt. Borrower .ball 
repay the loan in forty (40) years, including a grace 
period of not to exceed ten (10) years. Borrower .hall 
pay interest on the unrepaid principal and any interest 
accrued thereon at a rate of (a) two percent (21) per 
annum during the grace period and (b) three percent 
(~) per aDDU. thereafter. 

2. CUrrency of Repay_nt. Repayment of the lOAn and 
payment ot intere.t .hall be _de in united state. 
dollar •• 

3. Other Ter .. and COnditiona. 

3.1 Procure .. nt. Good. and .ervices financed under 
the lOAn s6all have tblir 80urce and origin in 
Ethiopia or in countries included in Code 941 of 
the AID Geographic Code Book. 

3.2 Other TelWl and Condi tiona. The loan shan be 
subject to other terms and conditions .. AID .ay 
deem advisable. 

I.si.tant Adilnl.trator for Afrloa 
oate: 




