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Award of contraet for distribution system (Bid 
E-217) : rr"ansfonmers, 1 Igntning ar"r"esters, cut~ 
o~ts and lumina i res. 
Award of contract fo,.. distribution system {Bid 
'(-306) : IIPoles and C~osslr"msll 

J.R. Cal 'laway 
Di rectOr", ENG 

C. OATL ACTION 
TO II 

COMI'I..LTIO 

rch 1981 

2. Tra ining Program: Completion of training of 60 people J . R. Callaway 
for transmiss ion operation and maintenance • . 40 people 

H A"ril , . 1981 

will be trained for Muse inst.allations and repair of 
electrical appl lances. Approve (fi ln i n~ ki t 
and trainIng pr~cedures. 

3. Award of local contract for warenouse construction 
(Bid E-500) : Local b;d. 

4. Award of contract fOr" In:ernal wiring (B id E-400) : 
Bids scheduled fOr" Apr"il, 1981 with Bid opening in 
Jul y, 1981. 

S. Review of ne d for extension of PAce and TOO. 

6. Lessons learned: 
-lack of knowledge of AID procedures on part of 

Gover"nment agencies is causr.: o f. considerable delay. 
Consequentl y, pre-project implementation training 
should be conslder"ed In future proj ects. 

-A well establ ished coordination and ~llow up pr"oce
dure is fundamental to expedite pr"oJect execution. 
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13. SUMMARY. Construction of the 138 KV transmission I ine Is 62% complete as 
compared with 55% progress as scheduled in the Contractor construction 
plan. Five substation contracts have been awarded and construction-ac- . 
tually started in December, 1980. The work consists of the design, manu
facturing, testing, del ivery and erection of four complete substations and 
expansion of one substation, ail to be completed by January 1982. 

Construction of the distribution system is scheduled to start in April 1981 
and will be completed in September 1982. The house connections and internal 
wiring are scheduled to start in January 1982 and be completed in March 1983. 

Major equipment and material procurement contracts have been awarded. All 
four 138 KV/34.5 KV transformers, protective relays and spare parts con
tract~d with General Electric Co. have already been received by ENEE. Other 
substation equipment and material del iveries from Westinghouse are I~xpected 
to be completed by the middle of 1981. No major problems are anticipated 
in procuring equipment and materials for the rest of the Project. About 60% 
of the Project's major procurement requirements have been awarded. Even 
though the Project loan Agreement was signed on April 24, 1978, actual 
construction didn't start until September 25, 1979, when the contract of 
substation ~quipment was awarded to General Electric Co. 

Implementation lp.tter No.1, which set forth the procadures to implement the 
projf-ct, was issued on June 7, 1978. 

Preparation of bid documents for procurement of Equipment (Bid E-200) and 
for construction of transmission lines (Bid E-300) actually started in 
early 1978, but because of unforseen delays, caused mainly by rejection 
of bids, the bid time for these two contracts took from eight to twelve months, 
all illustrated in attachment No. 1. 

The Bid opening (E-200) was originally scheduled for May 15, 1978 and 
subsequently postponed to June 16, 1978. ENEE completed the bid analysis in 
August, 1978. Because of the unresponsiveness and unreasonable high prices, 
ENEE declared this bid void on November 27, 1978. The revision of the bid 
documents and rebidding process took an additional six months to May 15, 
1979, when the bids were opened for the second time. The total process, 
from the original bid opening date to bh~ gecond bid opening, took about a 
year. In addition, it should be added that four months were spent in the 
analysis by ENEE and approval of the bids by A.I.D. Finally, the contracts 
with General Electric and Westinghouse were sIgned in September and 
November 1979, after a delay of eighteen months in a bid process that normal
ly should have only taken from six to eight months. 

In regard to Bid E-300 (Construction of Transmission Line) some delays ~iere 
associated with the preparation of the bid documents, a complaint that one 
of the firms bidding was not in compliance with a requirement for registra
tion with the College of Engineers, causing excessive delay in the Issu
ance of a letter of cOlTllli tment" 



Total time requirements were as follows: 
- Preparation of bid documents 
- Bid time 
- Bid controversy 
- Approval and contract awarding 
- Opening Letter of Commitme~t 

Total time for BID (E-300) process 

6 month!i 
4 month~5 
3 months 
2 months 
3 months 

18 months 

The excessive amount of time spent on this first portion of the project (Bid 
E-200 and E-300) was due in part to a lack of famil iarity on the part of the 
GOH executing agency of the A. 1.0. procurement regulations and contracting 
requirements. (This is the first time that A.I.D. has made a loan of this 
nature to the "Empresa Naciollal de Energia Eliktrica ll (ENEE). 

According to the PERT Chart, as updated in January 1980, the Project1s 
completion date (TCD) is March 17, 1983 instead of April 4, 1982 as con
templated in the Loan Agreement. This indicates that an extension of the 
TCD and the TOO will be required and will be considered by A. 1.0. when all 
procurement and construction contracts are let and a better knowledge 
exists of the project1s completion date. 

Subsequent to ~he bid and contracting problems in the first ye~r period of 
construction no further major delays have occurred and it is expected that 
implementation of the Project will continue to be satisfactory ~nd in 
accordance with the current construction plan. 

14. Evaluation Methodology. The annual evaluation made by ENEE was in compli-
ance with AI·ticle VI Section 6.1 of the Loan Agreer.lent and Article IV IIS pec ial 
Covenants" of Implementation Letter No.1 of June 7. 1978. Both docL.ments 
·call for ENEE to annually evaluate the progress of al I project elements, 
quantifying the extent to which the targets establ ished in the implementation 
plan have been achieved. Implementation Lette~ No.1 also indicates that by 
July 31 or each year, beginning in 1979, ENEE will summarize the results of 
their annual evaluation in a report to be submitted to A.I.D. and the Guarantor 
As construction was postponed to October 1979, A. 1.0. waived the 1979 evalua
tion requirement and permitted ENEE to make the first project evaluation in 
August/September 1980. 

The agreement provides for the parties to establ ish an evaluation program and 
rets forth the key elements of the proje~t to be considered. However, in view 
of the previously noted circumstances, and the late initiation of the Project 
it was mutually agreed with ENEE to focus this evaluation mainly on adminis
trative and operational aspects. Guidelines for the evaluation were discussed 
with EI~EE and approved (See Attachment No.2). Other elements of the Project 
and training of operation and maintenance personnel will be considered in 
future evaluations. 

15. External Factors. The importance of the Aguan Valley Rural Electrification 
Project within the Honduras National Energy Development Program for the period 
1978-1983 is significant. The Aguan Val ley Project represents about 18% of 
the national total investment in transmission and distribution systems and 
about 3% of the overall investment in energy projects in the same period. 

The ultimate objective of the Project, in concert with the other Aguan develop
ment programs, is to improve the quality of life for the rural poor residing in 
the Valley area. 

Attainment of the Project1s purpose will be verified to the extent that by 1982 
(now 1983): (1) about 25,000 low income families residing in the Aguan have 
household electrical connection$, (2) reliable service with less than 10% 



voltage drop is being maintained at acceptable rates to target beneficiaries, 
()) approximat~ly 1,250 kilometers of transmission, distribution, and secondary 
lines are effectively being operated and maintained by ENEE. 

The economic and social setting for tnis activity as above stipulated has not 
changed. The socio-economic priorities establ ished by the Government of 
Honduras for the Aguan Val ley are maintained in the National Development Plan 
for 1978-1983. The Val ley, since the last decade, has bee~ the subject of 
considerable investment supported by international lendil _ ~gencies. AID has 
provided considerable assistance in the past and is to continue to assist this 
region with national projects deal ing in nutrition, development of improved 
farming techniques and intermediate technologies for small farm groups. Most 
projects being developed in the area are relate~ to access roads construction, 
flood control, agrarian reform, rural settlement and agriculture development 
and forestry. In addition, the Government is building a new major seaport in 
Pto. Castilla, 60 kms. north of the Aguan Valley and the Pulp and Paper Hill 
project, al I of which will be benefitted by the Aguan Val ley Rural Electrifica
tion Project. 

ExternaLfactors are in no way I imiting or affecting the project construction 
progress; on the contrary, the Project is receiving full support as it is 
considered of a high priority for the future development of the region. 

16. Inputs. Apart from the slow progress in the initial stage (1978-1979), all 
commodities, equipment, materials a~d technical ser/ices are being provided 
in a timely manner, in accordance with the implementation program as updated. 
In certain cases deliveries are ~eing speeded up in relation to the delivery 
times stipulated in the procurement contracts. No problems are cflL;=ipated 
with respect to inputs that may affect or cause the Projectls ~ompletion 
date to be postponed beyond Harch 1983. 

17. Outputs. The following table summarizes the projected progress of key ele
ments of the Project as compared with the scheduled completion dates: 

Project Element 

Transmission Lines 
Substations 
Distribution Lines 
Internal Wiring 

Scheduled 
Completion Date 

(Per Revised 
Implementation Plan) 

2/81 
2/82 
1/83 
3/83 

Progress 
Status 

62% 
15% 

0% 
0% 

Complete 
" 
II 

" 

Expected 
Completion 

Date 

On Schedule 
12/81 
8/82 

On Schedule 

18. Purpose. Annex 1 of the Project Loan Agreement set ferth the project 
purpose as follows: "The purpose of this project is to establ ish a rural 
electrification systEm in the Aguan Valley as a major component in the 
broader effort of the Government of Honduras to establ ish a ~ Jund economic 
basis for the future growth and development of the region. The parties to 
this agree",':" ~ bel ieve that a rei iable, relatively inexpensive electrical 
system of the kind envisioned in this Project is a necessary condition for 
the Aguan Valley area. The ultimate objective of the Project, in conc~rt 
with the other Aguan development programs, is to improve the qual ity of 
I ife for the rural poor residing in the Valley area." 

As it is indicated in number (17) above, all major components of the 
Project are being undertaken in accordance with the revised Project 
Implementation Plan, in which the completion date is scheduled in early 



1983. When the Project is about 60% complete and upon request from ENEE. 
AID wil I consider extending the Project's TCD and TOO. Each o~ the End of 
Project Status (EOPS) conditions are being performed satisfactorily in 
accordance with the revised PERT Chart, as concluded from the number (17) 
above. The set of EOPS conditions is still considered a good description 
of what will be achieved when the project is complete. 

19. Goal/Subgoal. According to the Loan Agreement, Annex 1: "Attainment of 
the Project1s purpose will be verified to the extent that by 1982: (1) 
about 25,000 low income famil ies residing in the Aguan will have household 
electrical connections, (2) reI ia~le service with less than 10% voltage drop 
is being maintained at acceptable rates to target beneficiaries, (3) ap
proximately 1,250 kilometers of transmission, distribution, and secondary 
lines are effectively being operated and maintained by ENEE". 

The ultimate objective of the Project, to improve the quality of I ife of 
th~ rural poor of Honduras, will be achieved when the following sub-goals 
are accompl ished: (1) The average family income of residents in the Aguan 
Valley increases 50% in real terms over the period 1981-1987, (2) a minimum 
of 5,750 ad~itional rural poor are employed in agro-industries in the 
Valley by 1984 and, (3) the prevalence of first, second, and third degree 
malnutrition for children ages from zero to five diminbshes by 25% over the 
period 1977-1987. 
Subsequent to the first year Project slowdown, implementation has been 
satisfactory vis-a-vis Project goals and objectives. Because of the nature 
and characteristics of the Project (i.e., construction) external factors 
that may significantly delay its execution are principally I imited to 
weather, procurement problems, governmental attitudes, etc. These have not 
been constraining and government support has been constant and strong. 

The major kind of infrastructure in the area facil itating construction is the 
main and access road network. Communication to and from La Ceiba, (the 
country's third largest population center on the Atlantic Coast) with the 
project sites is made through a trunk unpaved road financed by the Central 
American Bank for Economic Integration. Communication along the Aguan 
Valley is made through a secondary road financed by AID about ten years ago. 

20. Beneficiaries. The target beneficiaries of this Project are rural famil ies 
living in small towns served by the distribution lines and those farm 
famil ies I iving in villages in the vicinity of secondary I ines. It is 
estimated that about 6% of the population of the Country (or about 25,000 
families) wil I be beneficially affected. Besides what is indicated in 
the Project Paper, written between 1976 and 1977, no further investigations 
have been made in relation to the potential socio-economic benefits 
derived from the Project. 

As of now no decisions have been taken as to the methodology and type of 
impact evaluation for the Project. Under a contract with AID, the firm, 
"Practical Concepts Incorporated" of Washington D.C., prepared a study 
on the "Evaluation Planning for the Aguan Valley Rural Electrification 
Project" in January 1979. In the study they recommend an evaluation 
oriented to serve both Honduras users and AID policymakers. The 
Mission will take into consideration the recommendations in the study to 
determine the evaluation process to be followed during the pre and 
post-project completion period. 



21. Unplanned Effects.- The project characteristics are being maintained as 
originally contemplateu and no significant further ch~ges in the implement
ati)n plan are anticipated. It is difficult to indicate at this time any 
unexpected results or impact derived from the project in view that it is in 
the first stage of construction. According to the construction PERT Chart 
the first Project stage will be commissioned by the middle of 1982. 

22. Lessons Learned. The primary element for timely implementation of a vroject 
is normally the capacity and experience of the key and supporting technical 
personnel to manage and implement the project properly. In the case of the 
Aguan Valley Rural Electrification Project,however, the main fac~or 
responsible for a ten to twelve months delay was the limited knowledge that 
ENEE officials had of AID procedures, requirements and regulations. In 
addition to this,on occasions, certain delays have ccurred because of a 
lack of coordination among the r~~icipating entities. Such as the case of 
the opening of the letter of commitment to Richards & Associates for the 
transmission line construction contract; the process having taken from May 
31, 1979 to Sept. 12, 1979 (date on which the letter of credit was opened) 
(See Attachment No.1). 

In future projects ,special consideration should be given to those cases in 
which the borrower government entity has no previous experience in implement
ing AID financed projects. The officers and key technical staff to be in 
charge of managerial and implementing aspects of the project should be 
allowed to participate in, pre-project implementation training in which AID 
regulations would be analyzed as well as similar experiences in other countries 

discussed. The results of a training program of this nature 
would undoubtfully be of mutual interest and benefit for both host Government 
agencies and AID. 

In regard to the evaluation methodology to ~a used for this project, prior 
to determining the structural and operational characteristics of the Impact 
Evaluation, consideration should be given to the aspects on which the 
methodology will be focussing as well as to the main users of the evaluatior. 
results. 

23. Special Comments o~ Rem~ks. Considering that the Project has already been 
delayed for approximately one year, according to the current PERT Chart, 
consideration will need to be given to extending the "Project Assistance 
Completion Date" (PACD) and TOO when the Project is about 60\ complete, 
which is expected to happen in late 1981 or early 1982. Reasons for the &low 
down during the first stage of the Project are explained and justified in 
Section (13) above. 

When the loan agreement was signed in April 1978, the Project total ~ost was 
estimated at $14.7 million. Of this amount, AID was to contribute $10.0 million 
and the GOR '$4.7 million, However, because of the problems and ,delays already men
tioned, the total cost of the project has now escalated to $20.1 million. It is 
expected that this cost will not change further as roughly 75% of the project work 
is now completed and remaining tasks are progressing well. The A.I.D. contribution 
to this project will not be increased above $10.0 million and ENEE is committed to 
financing the project cost overruns. To date, there have been no delays in counter
part contributions and ENEE budget projections and planning is based on the revised 
project costs and the increased ENEE contribution. 
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ATTACHMENT NO.1 
PROJECT 522-T-033 (RURAL ELECTRIFICATION) 
QUARTERLY REPORT: Comple~entary Information 

CHRONOLOGICAL SEQUENCE OF SIGN!FICANT EVENTS 
ENG:FFIGUEROA Z. 

1. Equipment Procurement (E-200) 

May 15, 1978: 
June 16, 1 978 : 
May 17-June 15: 
August 31, 1978: 

Sept •• Oct.: 

Oct. 5, 1978: 

Oct. 2C, 1978: 

Nov. 27, 1978: 

Dec. 4, 1978: 

Feb. 1, 1979: 

March 7, 1979: 

April 4, 1979: 

May 15, 1979: 
Sept. 14, 1979: 
Sept. 4, 1979: 

Sept. 26, 1979: 
Sept. 25, 1979: 

Nov. 14, 1979: 

Bid opening (as originally scheduled) 
Bid opening (as postponed per Add No.1) 
Bids opened for public examination 
Awarding recommendation to ENEE's 
General Manager by Analysis 

Commission. 
Di5cussion with ENEE on the unrespon
siveness of the bids. 

ENEE Manager proposed AID finance 
this bid with its own funds to resolve 
the impasse. 

(Ref. ENEE Letter of Oct. 5, 1978) -
AID approved the use of counterpart Loan 
funds for this bid. 
ENEE Boar.d of Directors decided that Bid 

E-200 was void. Apparently the Board of 
Directors didn't consider appropriate at 
that time to finance the contract with 
GOH funds. 

ENEE notified the bia~ers of its decision 
to void bid E-200. 

ENEE submitted to AID the revised Bid do
cuments (Addendum No.1) and the ad to 
be published locally and in the CEO. 

AID approved the revised bid documents, 
including Addendum No.1. Bid opening 
was scheduled for May 15, 1979. 

AID advised the CBD through USAID/W of Ad
dendum No.2. Bid opening date (5/15/79) 
reIll<lined the same. 

Bid opening. 
Awarding recommendations from ENEE,received. 
ENEE transmitted a letter to AID with contract 

awarding recommendations. 
AlD approved awarding of contracts. 
ENEE signed a contract with General Electric 

Co. for transformers and protective relays. 
ENEE signed a contract with Westinghouse 
Electric Corp. for circuit brecJ<ers and re
closers. 



ATTACHMENT NO. 1 PAGE 2 

2. Transmission Line Construction J!=l...oq,~ 

March 3, 1978: 

March 29, 19.78: 

August 11,1978: 

August 21, 19.78: 

Sept. 6, 1978: 
Sept. 5, 1978: 

Sept. 18, 1978: 

~ov. 7, 1978: 
Oct. 10, 1978: 

Oct. 17, 1978: 
Oct. 18, 1978: 

Nov. 13, 1978: 
Nov. 10, 1978: 

Nov. 17, 1978: 
Dec. 11, 1978: 
Dec. 12, 1978: 

Dec. - Feb., 1979: 
Feb. 2, 1979: 

Feb. 9, 1979: 

Feb. n, 1979: 

March. 29, 1919: 

April 24, 1979: 

May 31, 1979: 

-ENEE proposed incorporation in the bid 
documents of two ~l~3rnatives for the 
transmission line structures (wooden poles 
and steel structures) 

-AID approved both alternatives for 
transmission line structures. 

-ENEE letter to AID regarding Personal 
Effects. The same was in response to 
previous verbal request ~f AID regarding 
the subj ect. 

-ENEE transmitted to AID for approval Bid 
Documents E-300. 

-AID approved the Biq Documents. 
-ENEE consulted AID whether or not SADE 
(~enezuelan firm~was eligible to participate 
in the bid under code 941. 

-AID approved SAnE's pal:ticipation in this 
bid. 

-Bid opening (.as originally scheduled) 
-Addendum No.1. Bid opening was extended 
to Nov. 27, 1978. 

-AID approved Addendum No.1. 
-Addendum NO. 1 was resubmitted for AID 

approval ~ecause of further mistakes found. 
-AID approved revised Addendum No.1. 
-Letter from ENEE transmitting to AID 

the Addendum No.2. Bid opening extended 
to Dec. 11 

-AID approved the Addendum No.2. 
-Bid opening. 
-SADE sent a letter to the College of 
Engineers -with copy to AID objecting to 
the non-registration of Richards & Associates 
in the College. 

-Controversy with SAnE 
-The ENEE's analysis Commission recommended 
to the General Manager the contract be 
awarded to Richards and Associates. At the 
same time they considered that the bid by 
SADE was unresponsive and should be eliminated. 

-AID approved the awarding recommend.ation of 
ENEE. 

-Letter to the Mission Director from SADE 
objecting to ENEE's awarding decision. 

-ENEE transmitted for AID approval tl~ draft 
contract with Richards & Associates. 

-The construction contract was signed with 
Richards. 

-ENEE t~ansmitted to AID a draft of the 
letter of commitment for AID approval. 



June 14, 1979: 

June 7, 1979: 

June 13, 1979: 

July 23, 1979: 

Sept. 12, 1979: 

A'rI'AOiMENT NO. 1 PAGE ;\ 

-Cable 3184 to AlD/W requesting issuance 
of the Letter of Commitment. 

-ENEE officially requested the issuance 
of a Letter of Commitment. 

-ENEE sent another letter correcting the 
amount previously estipulated. 

-STATE 193880 advising of the is&uance of 
Letter of Commitment. 

-Finally the Letter of Creci t was opened 
on this date. 



ATTACHMENT No.2 

AGUAN VALLEY RURAL ELECTRIFICATION PROJECT 

AID LOAN 522-T-033 

GUIDELINES FOR ~JAL EVALUATION 

The Annual Evaluation should include but not necessarily be restricted 
to the managerial capability of ENEE's Rural Electrification Division 
to adequately implement the Project. In assessing the administrative 
capabilities of the project staff and the technic31 capabilities in the 
Project's execution it is important to look at several di.fferent 
elements, which include: 

1. IMPLEMENTATION RESPONSIBILITIES 

An analysis of the administrative pr~cedures within ENEE in relation 
to implementation responsibilities pertaining to this project chould 
include: 

(a) The existing organizational chart for the execution 
of the Aguan Valley Electrificatic.:m Project. 

(b) Explain the functions of each supporting section. 

(c) If not satisfied with existing organizational chart, 
include a modified alternative chart with recommenda
tions. 

2. RESOURCES ALLOCATION 

Have sufficient resources been programmed by ENEE to resolve normal 
constraints which develop in projects of this nature? 
Identify such resources as: 

(a) Annual budget for Project for period of construction. 

(b) Allocation of resources for overruns expenditures. 
Source and origin of the resources. 

(c) List of personnel by position, which ENEE expects 
to program for project execution. 

(d) Number of full time, or part time employees, includ
ing responsibility for each position. 

(e) Number of field offices and their sites. 



A'M'ACHMENT NO.2, 

3. SITUATION OF THE PROJEcr WITHIN OVERALL ENEE PROGRAM 

(4) What is the status of the Rural Electrification Project 
in relation to the overall objectives of ENEE? 

(b) Include a slT.nmary of Harza Engineering Company's st.ldy 
to determine the demand for energy in the Aguan Vd.lley. 
Who will be the major and lesser user~? If this study is 
not completed yet, mention present status of ongoing 
investigation. How the study fits within the overall 
Government plans for development of the Aguan Valley? 

(c~ Describe whether or not the arrangements made by ENEE to 
satisfy the project's power requirements are being met, 
in compliance with the article 5.2c of the Loan Agreement 
and Section 3 of Implementation Letter No.1. If not, 
indicate which alternative measures are being taken. 

4. TRAINING OF PERSONNEL 

(a) Which arrangements are being made with INFOP in regard to 
training of personnel for the Project? 

(b) mlat kind of training does ENEE expect to receive from 
INFOP? 

(c) Estimated cost for training and its financing. 

5. EXECUTION PLAN 

PAGE 2 

Describe the project's basic starting and completion dates of 
activities as contemplated in the implementation and construction 
program. 

Analyze in general the current Project's execution plan as compared 
with the original plan. Evaluate the progress of the project and 
analyze major causes of delay and measures being taken to expedite 
its construction. 




