/?7‘. 57/2780-Q
2 »
PD-AAR-\2E-B) SRUTENT 3

e 137‘};

JRE AT 07 STATY
TUN Y 3T e . T b AT R e
AGERICY FOR TOvis RiIooND DOUULORMINT
Teql ey T S5
Washington, D.C. 20523

R

Proposal and llzeommendabions
For the rR:iview of the
Loverspnaiit Lowi Losalises

F~l-64¥

BOLIVIA ~ SATILOE Al To4l DEYELCEMT S PROIBAL

N

v El

"

1

i

4

H

; |
: s
; H
i t
5 !

e e

DEST AVAILABLE COPY e



DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D.C. 20323

UNCLASSIFIED
ATD-DLC/P-2003

June 19, 1973

MEMORANDUM FOR IHE DEVELOPMENT LOAN COMMITTEE

SubjJect: Bolivia - Savings and Loan Development Program

Attached for your review are the recommendaticns for authorization
of a loan in an amount not to exceed $6,000,000 to the Government
of Bolivia for the Caja Central de Ahorros y Prestamos para la
Mirienda to assist in financing the United States dollar and ..
local currency cosis of the Sevings and Loan Development Program.

This loan prorosal is scheduled for consideration by the
Development Losn Staff Committee &t a meeting on Friday,
June 22, 1973.

Development Loan Committee
Office of Development
Program Review

Attachments:
Summary and Recommendations
Project Analysis
ANNEXES A - E
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SUMMARY AND RECOMMENDATIONS

1. BORROWER:

The borrower and executing agency will be the Caja Central de
Ahorros y Préstamos para la Vivienda (Caja Central), a private
autonomous non-profit organization established under Bolivian law
as the agency to promote and regulate the Savings and Loan (S&L)
System in Bolivia.

2. GUARANTOR:

The Loan will be guaranteed by the Government of Bolivia (GOB).

N

3. LOAN:

(a) Amount: US$6.0 millicn

(b) Terms: 30 year repayment period including a grace perind of
ten years on principal, with 1ulerest at 2% per annum during the rrace,.
—perded—and L% per annum thereafter. Approximately 90% of the loan will
be converted to Bolivian pesos to meet estimated local currency requi-
rements of the programn.

4., PURPOSE:

The purpose of the loan is to enable the Bolivian S&L System to
become financially sel‘-supportingﬂP over the next 10 years (and to
function thereafter at a level of operations which will meet a signi-
flcant portion of Roliviu's middle income housing demand). The broader
fFeal to which the project will contribute is the strengthening of the
financial institutions in the private sector and the redirection or
thelr effcrts in support of Bolivia's social and economic develorment.

2+ PROJECT DLSCRIPTION:

The project consists of the strengthening and expansion of the
private, non-profit Polivian S&L System. This system consists of the
Caja Tantral anl niase mutua) savinzs and loan nscociations. The Caja
Central is a central reulatory, tinancing anmd promotion agency ror
the system. The rin: nseociatiqns are spread througnout Folivia, with

1/ Defined es the roint at which the system has attracted sufficient
- savings to operate profitably without need for additional concen-
sional 8ssistunce, nid nt which point net profits have b=en or

sufficient maznitiie to create the reserves necessary to suuport
the system agualist oiy possible losses in the course of 1ts opera-
tion. :
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two in the capital, La Paz. They accept savings deposits from the
public and channel these depcsits, as well as other available funds,
into middle and lower middle income long term housing loans.

On the output side, the achievement of the project purpose would
enable the system to finance a significant portion of Bolivia's middle
and lower-middle income housing demand over the next several decades.
The strategy for achieving the project purpose is outlinedin Section
I.A.2 below.

6. PROBLEMS CONFRONTING THE SYSTRM

The basic problem facint the Bolivian S&L System is its precarious
financial condition. This condition is due to the relatively low vo-
lume of lending operaticns from which it derives its income. The vo=~
lume of operations is in twn s function of the amount of domestic
savings mobilized by the systom plus external borrowlng. Since its
creation as a private entity, the Caja Central has labored under the
handicap of insufficient capitalization. Operating at below the
breakeven point and lacking adequate reserves to carry the system
through any period of difficulty, the Caja Centralls policy in the
past has been to plough all available funds into income-producing
~noxicose loans. While this policy maximized income in the short run
it did not contribute to increased savings attraction, upon which the
long run success of the system depends. Given the financial condition
of the system, the Cuja Central was hesitant to forego current income
from mortgage lcans by reallocating available resources into savings
promotion expenditurc. As indicated above, this situation was a con-
sequence of the private character of the Caja Central., Most other

S&L systems in Latin Americe were sponsored by government housing or
home loan banks; and Leing government institutions, the home lecan
banks recelved no-cost capital contributions to provide the necessary
financial backing for the systems aud to provide a sufficient volume
of high ylelding morteage finance capital to enable these systems to
incur relatively heavy savings promotion expenditures. In centrast, .
the Bolivian system began with a modest AID loan of $1.0 million ani,
because of the private character of the Caja Central, nc governman-
equity contribution. Wnilc the loneer run operating efficicncy will
lik=ly be greater as a private rather than public instituticn in Bo-
livia, the short tc intermediate run financial hardship on the private
but not-for-profit mutual system has heen severe, ' a

What the propozed loan zoeks tc do is to provide the Bolivian 3y
tem with a sufficient volume or quasi-equity capital to enable it (a
to underteke, cnce and for all, the large seals savings promoticn af

fort necessary to build the systzm's long run savings base and (b) to
create from the income generated from the spread on the AID loan, suf=-

j-
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ficlent reserves and surplus to protect the system against any
possible losses which it might incur over time. The strategy
for achieving the purpose of the loan is outlined in the follow-
ing section.

T. STRATEGY FOR ACHIEVING PROJECT PURPQSE

To achieve a position of financial self-sufficiency over the
next 10 years, it is estimated that the system must attract, at a
minimum, approximately $b. 100 million (Us$5 million) in free
savings by 1982. Based on the March 1973 study of the potential of
the Bolivian S&L System prepared by Claude Bovet, Ex-Directeor of
the Peruvian Home Loan Bank, it iz estimated that the Bolivian
system can capture 12% or total savings deposits in financial insti-
tutions in 1982. In addition ihe Missicn projects a rate in avarall cavirgs
deposits of 10% per annwr over the next decade, The efTect of these
two projections taken together would provide the system with appro-
ximately $b. 180 million (US$9 willion) in sevings in 1982.2/

To reach the savings levels projected atove, two actions are
essential: (l) the system must undertake o large scale, systematio
wraavines mromation nvoeram: and (2) fhe susrzs szt slen moncfen o s

substantlal injection o Low 05t (juaci-equity) lenming ~apital <o
enable it to generate the volume of income-producing assets (e.g.
mortgage loans) requirzd to overccme its cash flow problems and te
capitalize the system at un adequate lavel to protect against
reasonable risks.

Looking at the second requirement first, it is estimated that an
AID Loan of £6.0 million w.ll be necessary to propol the
point of self-sufficierncy. This level of AID nssistance
upon the effective rescheduling of Sb. 40 millicn b year Central Eane
loan to the system. To 0f73et the drain cn +he system of this 8 year -
loan, the Ministry of Flrnunce should agree to tne rescheduling of
the CB loan to the S8, syciem and the softening of the terms ro
20 year repayment, 10 yenr grace at (7 iater2st p.a. This ounticn
is preferred over 1) the GOB lending the swystenm on alditonsl
$o 40 million over 20 years with & 10 year grace and 2) “he UCSG
making & $7.0 mlllion loaa with no additional GCB input. However.

both these alternetives would have similar financial results as thel

<+ Cy-
[ IR & Il

3

9}

rescheduling cption tfor rroducing a celf-sunporting system by 972,
The key action ne Lo {aoen 0y Lhesysian s a port or s SR
development program L Ui [onmalotion and caccution of a viocnou.: and
aggressive savings promotic. trogrem. The paramciers for siuch = nro-
gram ere set forth in the spove-montioned Pavet Report of Yarsh 1973,

This savings promciicz vien i5 A--eribed in Soction I.A, 2 tcgether
with the other elements of +he S&L development progranm.

2/ See Section 17.2.3 for o discussion of the basis for Lhese
growth rate projections.

3/ I? the boiy‘nf the Toerer, cnly the reschedulingg option will be
discussed altnoush it should be noted that the other al*ernatives
are viable Opt}om3in terms of aciiieving Tinancial self-sufficiency.
(See Annex C, Uxhibits 5 and 7) :

T
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8. SUMMARY COST ESTIMATE AND FINANCIAL PLAN

US$ 000 equivalents

(s

OMIUMFRINCINE

USE S 7
AID Loan CB Loan</ Total
Mortgapge Lo Iy, 500 2,000 €1, 500
onvingn Promolfon | 1o ttun hoo htw,
Offlce Reloeatlon nnd Improvemenl.p (§10]0] (B¢
Insurance Liquidity Reserve 50 50
Training® 170 179
Technical Assistnncegf 100 100
Accounting Equipment2/ 180 180
Total 6,000 2,000 8,000

1/ Tic CB loan .ac aiready been disbursed and therefore was not avail-
able “or the non- mortgese lending costs of the nroram. Ho'ever.

the funding source for such cost

8 138 essentiall; an 2lirisution

Question; the net erfect of the two loans will be to provide for
the system a total of $6.5 million for mortgage lending at an

average cost of 3.23%.

2/ US dollar costs estimnted &t a total of $450,000.

9. JUSTIFICATION FOR THE AMOINIT OF THE AID LOAN

As indicated v-r"n, for the System
self-sufficiency under the ngsiwmption s

timnl - und

will be neceganry. Thc (s
tion by 1982 {5 3b., 180 n
of the savincs prowth pro vctions).

assurance that the system 15 more likely to rﬁﬁ'*
. to be the

$b. 100 millicn er acme muaber in betw

t ire that

$b. 180 million than “hat w2 consi

lovel L connldered w-fﬂrﬁnr"
rin[m' 1'_-1_'!__‘_" r-rt\ "-r- ippo !t in l-:i(‘-':-l
savings by 1982,

The renson '-'!.j.* the gystem could
even At the most pessimintic cavir
to the system from thﬁ 10% spread on
The outcome {5 quite different, howevy
the $2.0 millfon Central Benk loan.

the system was ‘oﬂ'ﬂﬁ using only nap

¥
)

this basis, at the #%, 180 -ii1ipsn optimnl savin

"(‘awr

X
e i

experience nogativae

i

in se f'.“'i‘

Howeywo -
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Livel 15 the
the AID loan
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‘e financial {easil
/2D loan *npuf of $4.5 mi
level, the system w

-,;ould acerus a $b 28 m __‘1 YO it

The futw

\ [
en), the

4ty

to achieve a position of financial

stated, an AID loan of $6.0 million
i target - level of savings
llion (See Section II.B. 5 and 6 for an analysis
inasmuch as there is no

mobiliza-

the "optimal" level of

"survival" level of
$6.0 million loan
syctem will s5till be
only reach the lower level of
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for mortguge
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L
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(US $1.4 million) cumuletive loss over thﬂ decade, and only in 1982 woul
2 3b. 100 million level of savin

the system show a slight orodln. At

attraction, the system would ncorue an ev

the breakeven point by 1932,

en larger loss and would not reach
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10. GOVERNMENT OF BOLIVIA CONTRIEUTION

Considering the wholly private character of the S&l system, the
degree of support the Government has provided to the system can be
consldered as substantial,

Shortly after the October 1972 devaluation the Ministry of
Finance prevailed upon the Central Bank to give the extraordinary
$2 million loan to the Caja to enable the system to weather the
effects of the devaluation; at the same time, the GOB did not re-
adjust the $1.4 million owed by the system to the GOB under the four
above-mentioned local currency loans (a financial beneflt worth
approximately $800,0C0 to the system); in addition, the GOB has
agre=d to guaranty the proposed ¢ million to the private S&L system
and...to separate the GOB--guaranieed LosPinos HIG project from the
other operations of thc S & L System so that in the event of any
shortfalls in that project, the GOB would not have recourse to the

assests of the entire 3 & L System.
In accordence with the negotiniing objectives set Fforth in

the IRR, the Project Commitiee alsc obtained the agreement of the
il TR T e T - 2inANCAR L L cniel oo vt ;J'“ rem 2raa-.-

the form of a $2.0 million GOB treasury loan to offset the cash flow
problem creeted by the © year caiortization of the Central Bank (CB) lcan.
However, current estimates of the future GOB fiscal situation indicare
that a rescheduling of the CB loan an< sof'tening of the terms to 20 year
repayment, 10 year grace at €% v.a. is the preferable choice for offsetting
the drain on the system of the 8 year CB loan. :

11. OTHER SQURCE3 OF FINANCING

The IBRD, IDB and Export-Import Bank have expressed no interest
in finsncing the project.

12. STATIORY CRITERIA

All Statutory Criterie have bLeen met; the checklist is convained
in Annex E.
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13. VIEWS OF THE COUNTRY TEAM

The Country Team supports the project because of the positive
impact 1t will have on reducing unemployment and because of its
longer run contribution to reducing the Bolivian housing deficit.

14. INTENSIVE REVIEW APPROVAL

The revised IRR for the loan was approved on May 8, 1973.

15. ISSUES

a. The viabllity of a private S&L system in Bolivia

A bacic AID/W concern with the proposed loan when it was
first presented in IRR form on April 18, 1973 was whether a pri-
vate S&L system could become viable in Bolivia. Based on the
Bovet Report of March 1973 which ‘appraised the operations of the.....

—DoTivigmrsystem and outlined a plan for becoming financially self-
sufficlent, this loan program has been deslgned specifically to
provide the S&L system with the type and amount of assistance ~on-
sldered necessary to propel 1t to the polnt of self-sufficiency.
The strategy for schieving this objective 1s presented undcr
section T above. It 1s the conclusion of the Project Ccmmittee
that the proposed loan  program will enable the private S&L system
to become not only viable but also g strong, private financial
system within the Bolivian econony. )
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b. The Level of GOB Financial Support

As indicated under the Section of the GOB contribution to
the project, the Project Committee obtained the agreement of the
Ministry of Finance to provide financial relief to the system to
offset the cash flow problem created by the 6 year amortization
of the $b.40 million Central Bank (CB) lnan. The Minis“r: of Finance
has agreed to provide the Caja Central with another loan of $b.40
million, repayable over 20 years with a 10 year grace period, to
be disbursed over the three year period 197h-1976.

While this contribution will more than resolve the problem
created by the repayment ot the Central Bank loan, the Mission ques-
tion8 the advisability Of ancumbering Treasury resources at a
time when it is expected that these resources will be inadequate to
meet GOB expenditure-requirements, foreing the Treasury into borrow-
ing from the Central Bank. The importance, at the margin, of
$b.40 million in the GOB's revenues and expenditures represents fur-

ther pressure on an already narrow financial base.

LA T T RS T I IuiE e el veakness in due uCAL“few“yéafé,
the Mission believes that the GOB should reschedule the current

CB loan and soften the terms o 20 year rengyment, 1O year grace

at 6% interest p.z. This would eliminate the short term drain on

the S&I system caused by the CB loan's 8 year terms and at the

same time eliminate whe need for the GOB to expend additional
budgetary resources at a tlme when the GOB probably will be running

& substantial deficit. (The GOB has indicated a willingness in
principle tc explore means to reschedule the CB loan and the AID

loan will be authorized on this basis. Should for any reason 1t

not prove possihle to reschedule the CB loan then 1)an additional
$2.0 million GOB Treazury loan input or 2) an increase of the

proposed AID loan from $6.C to 7.0 million would nead to be
considered. These alternatives wouid have similar financial results
&s the rescheduling althougn the fermer would place a burden on

fulure GOB finunecial resources while the latter would require an
additional $1.0 milli-n USG input. If. ultimately, cither of the
latter elteriimtives are selected rather than the ention of fEEEheduling
the CB loan, this will require &n emendment to tho vrigingl loan
authorization. ) -

P N b Ly e e ety

It 1s estimated thet thoe GOBR will have o deficit of $b.T57
million in 1973 of whlch appreximately $%.510 is presently estimated
as unfimnced. Thiz duving 1 poried o waich 1% was 2Zpected that
the GOB fiscal situat!ion was to sharply Improve, the chronic deficit
problem has reappearad. In view of this situation, it would appear
that from a ficcul stobiiization point of view programming an aldition-
al $b.40 million in exvenditures to meet the Caja Central needs would
be counterproductive, ond Tromorhe vrojoct's point of view, could be
considered a less-then-assurad souree of funcing. Thus, the aliternative
of rescheduling the 1 1oan choald Lo serricusly considered.
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16. RECOMMENDATIONS :

On the basis of the conckusions. of _the Capital Assistance Committee
that this Project is technically, economically and filnancially sound, it
Js recommended that & loan be authorized to the Caja Central de Ahorros
¥ Préstamos para la Vivienda in an amount not to exceed Us$6.0 million,

subject to the following terms ang conditions:

8. 30 year repayment, including a 10 year grace period inp principal
repayments, with interest at 2% per annum during this grace period and 4%
ber annum thereafter,

b. The loan shall be guaranteed by the Government of Bolivia.

. Prior to first disbursement of the AID loan, the Caja Central
shall submit to AID, in form and substance satisfactory to AID, the
following:

(1) & Savings Promotion Plan for the Sysvem, includine a
complete description or the varioug elements contained within the plan,
the means to be utilized and éstimated cost of the respective elements,
and an implementation schedule for_the plan. Satisfactory implementation
of this plan will be g continuing condition to subsequent ATD loun aig™

(11) A plan for the recruitment ang 1tilization of technical
advisory assistance, . . '

(i11) A training plan for employees of the Caja Central and the
Associations, : .

(iv) A tine-vhased plan for the acquisition of the additiona]
staff necessary for tha Caja Central ang the Associations to be able to
carry out the expanded brogram. Except as AID may otherwise agree, all
such staff additions shall have bzen made by the end of Cy 1974 in order
to obtain AID loan disbursemcnts for CY 197s.

(v)  An equitable Plan for allocating the a4 loan funis arorg
the S&I Assoeiqtions €0 us 10 maximize savings promotion efforts and
competition for thesge Tunds. 'Thig blan shall inclusde estimates of
individual s&lL, savings growth tareets, projected disburzements to the
respective 5&L's aprd criteria for the reallocation of unuged SxL quotas.,

(vi) A plan for the wae of the interest spread on the AID
loan, lacluding g brovicion or rezerve against possible disparities
between cunmulative mostgnge resdiusiments based on the cost of living
and future exchange rate fluctuation. :
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(vii) A statement of mortgage loan criteria, including max1mum
amount, interest rates, eligibility requirements, etc.

(viii) Documentation necessary to verify that the Government of
_Bolivia guaranty is in full force and effect for any AID loan fundc
which may be disbursed.

(1x) An arrangement whereby the GOB-guaranteed Los Pinos HIG
project would be effectively isolated from the other operations of
the S&L system so that in the event of any shortfalls in that project,
the GOB would not have recourse to the assets of the entire S&L system.

d. Except as AID may otherwise agree, the Caja Central shall,
prior to the end of CY 197L4 have:

(i) Developzd and put into practice a uniform procedures
manual.

(11) -Orgenized an internal auait department.

(111) Arranged for the performance of administrative audits
of the S&L operations.

e. Except as AID may otherwise agree, or except for meeting short
———‘:j,_:;m*m]‘_:!q»l)_'l}r]j{f‘r_:(pperv nF _the C:R.L's’ the Ou i Tanliewl ghell vt —eentoo
"""" newly generated mortgages irom tThe Ihdlxldual Sav1ngs and Toan "Azsoci-

ations.

f. The loen shall be subject to such other terms and conditions
as AID may deem advisable.

g. As a pre-condition to the execution of the Loan Agreement,
the ‘Government of Bolivia shall enter into arrangements satisfactory
to AID, for rescheduling the repayments of the existing $40 million
peso Central Bank loan to the Caja from 8 years with a 2 year grace
period on principal payments to 20 years with a 10 year grace period.

Project Committee:

Co-chairmen: Marshall D. Brown-LA/DR
Ronald G. Russell-USAID/Bolivia

Project Loan Officer: Larry Armstrong-USAID/Bolivia

Financial Analyst: Robert Clerk-USATD/Eolivia
Engineer: Hasan Hasan-USAID/Bolivia
Economist: Randolph Mye-USAID/Bolivia

Approved: © Arthur W. Midge, Acting Director-USAID/Bolivia
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'SECTION I - THE NATURE OF THE PROJECT

A. Project Description

The project consists of the strengthening and expansion of the
private, non-profit Rolivian Savings and Loan (S&L) System. The
system consists of the Caja Central de Ahorros y Préstamos para la
Vivienda (Caja Centrel) and nine mutual savings and loan associations.
The Caja Central is a central regulatory, financing and promotion
agency for the system. The nine associations are spread throughout
Bolivia, with two in the capitel, La Paz. They accept savings demosits
from the publlic and channel these deposits, as well as other availabhle
funds, into middle and lower middle income, long term housing loans.
The specific purpose of the }oan is to cnable the S&L system to become
financlally self-suppOrtingla ovar the next 10 years.

On the output side, the achievement of the project purpose would
enable the system to finance n significant portion of Bolivia's middle
and lower-middle income housing demand over the next several decades.
The strategy for achievins the project purpose 1s outlined in Section
A.2 below,
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1. Probieﬁs ﬁOnfrohfing the CSystem
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The basic problem facing the Rolivian Savings and Loan System
is 1its precaricus financial condition. This condition is due to the
relatively low volume of lending operations from which it derives its
income. The voiume of operations is in turn a function of the amount
of domestic savings mobilized by e system plus external borrowirns.
Since its creation as a private eun.ity, the Caja Central has labored
under the handicap of insufficient cavitalization. Operatins ati telow
the breskeven point and laecking adeguate reserves to carry the system
through any period of Jdifficuliy, the Caja Central's policy in the past
-has been to plough all availsbi- funds into income-producing morteage
loans. While this policy maximized income in the short run 1t did
not contribute to increased savings attraction, upon which the long
run success Ol the system depends. Given the financial condition of
the system, the Coja Central was hesitant to forego current income
f'rom mortgage loans by reallocating avallable resources lnto savings
promotion expenditures.

i/ Defined as the point nt which the system has attracted sufficient
savings to operat. profitubly withou* need for additional conces-
sional assistmnce, and at which point net profits have been of
sufficient magnitude to create the reserves necessary to support
the system aiainst any possible losses in the course of its ope-
ration.
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As indicated above, the Caja's precarious financial condition
was a consequence of the private character of the Caja Central. Most
other S&L systems in Ldtin America have been sponsored by government
housing or home loan banks; and being goverment institutions, the
home loan banks received no-cost capital contributlons to provide the
necessary financial backins for the systems and to provide a sufficient
volume of high ylelding mortgese finance capltal to enable these systems
to incur relatively heavy savings promotion expenditures. The Peruvian
S&L System, for example, received & $7.5 million GOP equity contribution
(matched by a 7.5 million AID loan) at the time it was created in 1962.
Utilizing this strong capital base, the Peruvian system undertook a sys-
tematic savings promotion effort and has achieved the position of fin-
ancial self-sufficiency which is being sought for the Bolivian system.
In contrast, the holivian system began in 1966 with a modest AID loan
of US$1.0 million and, because of the private character of the Caja
Central, no govermment equity contribution. While the longer run ore-
rating efflciency will likely be preater as a private rather than putlic
institution in Bolivia, the short to intermediate run financial hardship
on the private but non-for-profit mutual system has been severe, :

What the proposed loan secks to do is to provide the Rolivian
system with a sufficient volume cr quasi-equity capital to enable it
_(a) to undertake, once and for all, the lurzo nesla eavine~ e Rl I
’Té$§3§$fﬂeccszary’1C7pﬁffﬂfiué*§T§TEm'5NlOng run savings casé @na (b) *o
create, from the income reneratzd from the spread on the AID loan, suf-
ficlent reserves ard surplus to protect the system against any possible
loises which it might incur over time. The stragegy for achieving the
purpose. of the loan is outlined in the following section.

&, Stratemy t'or Achieving Project Purpose

To achieve a position of financial self-sufficiency over the
next 10 years, 1t ls estimated that thie system nmust attract, at a
minimum, epproximately $b. 10C million ( US$S million) in free savings
by 1982, Based on the March 1973 study of the potential of the Bolivian
S&L System prepered Ly Claude tovet, Ex-Director cf the Peruvian Mome Loan
Bunk, il is estimated that the Bolivian system can capture 1z2% of total
savings deposits in financial institutions in 1532, In addizion, the Mizsi
projects a, growth rate in overall savinzs deposite of 10% prer annum over
the next decade, The effect of these two projections taken toretner
would provide the system with approximately #b. 180 million (1s.0
million) in savings in 19@?._/ '

i L. . PO o . o .
1/ Bee Section [I.K.: ror a Jdiscussion of the basis for these grovtn

rate projectione.
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a. Essentlal Actions

To reach the savings levels projected above, two actions
are essential: (1) the system must undertake a large scale, systematic
savings promotion nrogram; and (2) the system must also receive a sub-
stantial injection of low cost (quasi-equity) lending capital to enable
it to generate the volume of income-producing assets (e.g., mortgage loans)
required to overcome its casih flow problems and to capitalize the system
atv an adequate level to protect it against reasonable risks.

Looking ut the sccond requirement first, it 1s estimated that
an AID loan of U3$6.C¢ million will be necessary to propel the system to
the point of sell-«ulticiency. This level of AID assistance is predicated
upon the effective res-heduling of &b, 40 million 8 year Central Bank louan
to the system. Tc¢ ofrset the drain on the system of this 8 year loan, the
Ministry of Finance has rngreed to lend to the system an additional $b. LO
million over 20 yeurs with a 10 year grace on principal repayments. This
loan could be disbursed over the period of 19T7h-76. However, current
estimates of the future GOB liccal situetion indicate that a rescheduling
of the CB loan and softening of its terms is the preferable means for
offsetting the drain on the s&L system or the CB loan since tnis would requir
no future outlay of scere GOB financial resources. If the GOB were not
—tp—prrvide—thls or some similar Torm of financiacl relief from the
repayment effects of the Central Benk loan, then an AID loan of at
least US $7.0 willion would be necessary to enable the system to
reach the lower bouslary of financial celf-suffictency.

The key action %o be taken by the Caja Central as a part
of the S&L development program is the formulation and execution
of well-concelved ard gggressive savings promotion progrem., The
parameters for such a program were set forth in the above mentioned
Bovet Report of Murch 1973. Based un Bovet's recommendations and
the experience of the system to date, the promotion plan which the
Caja propuses to carry out will contain various aspects.

First, the Caja Central plens to initiate a national
publicity compai;n throuwsh radio, T.V. and the press which will include
the following components:

A radio cempaign that -

(l) captures ihe interest of broadcasting station owners
in the plan for prouciiag savinss, |

(2) broadeasts informaiion about the benefits which the
saver will obtain cn uzpesiting his funds in the S 3ystem,

(3) Stimulales suvings through question and answer con-
tests and other types o contests which offer prizes of cash, domesti

4

appliances, paid trips, fiberation of injitial installments, =2te..
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(4) broadcasts interviews and round table discussions
which deal with the topic of' savings and housing systems, and,

(5) - publicizes new housing programs which the system
undertakes, :

A television campaign that -

(1) captures the interest of the television station
manggement in order to obtain full collaboration in implementing
the promotional plan,

(2) televises discussions with community leaders, board:
of civic groups, private ccompany ropresentatives, and press personnel
on topics concerning savings wnich damnstrate the confidence that
these people have in the S&L Associations,

(3) trancmits interviews with groups of employees,
workers and sludents with the purpose of stimulating these groups
to begin thelr savings through the S&L System,

(h) televises programs_with groups of parents to stim-
ulate their savings for the “Future House of Your Own',

(5) tronsnits film-strips specially prepared for stime
uwlating saving, and, '

(6) televises various types of contests cesigned to
encourage savings by offering cash and other prizes.

A press campaign that -

(l) captures the interest of newspaper directors and
editors in order to ensur? ‘hat the cpinion of these people is favor-
able to the activities of 1he S2L System snd that they provide ample
newspaper coverage which is complete, Informative and interesting,

(2) publishes the 3&L System's activities ineluding
work mectings, conferences, social gatherings, seminars, personnel
training, etc.,

a

(3) arnounces noor vrewrors of incentives and contests

in which the savers should hnve dilvect parricipalicn,

(h) publishes news cn new housing programs, and

(5) publishes statistics on the increase of savings and
other S&L growth data.


http:progra.ms
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In addition to the publicity plans me..tioned above, the
S&L System proposes to carry out the following conmplementary activi-
ties in order to enhance the possibilities for success of the promo-
tion plan: )

(1) train S&L personnel in public relations including
procedures for personally contacting employees, workers, students
and housewlves, based on a program of "door-to-door" visits,

(2) improve the efficiency of the S&L System's emplovees
in the management of the affairs of its savers and of the association
in general,

(3) improve the S&L offices bLy acquiring new office sites.
buildings and furniture,

{(4) develop new service programs for savers,

(5) prepare information bulletins for the public which
give wide coverage to new and different S&L plans, and

(b) develop a savin.s program arourd the idea of "Sav-

T S o o 1 PSS o e g - 1 Nuso i F 4]

e 3 S s

Furihermore, the Peolivien S&L System proposes to pay
"the best interect" within the Bolivian finsncial system. Althourh
the interest rates which other institutious offer to the putlic are
not officially known, as s00n as this situation is defined, the 3SiL
system will establish "the hi. st interest rates" amon: the gavings
institutions. The fact thot tne S&L system will be readjustin. its
saving deposits as well as outstanding loans to compensate for
Internal price inflation will nprevide the syctem with a clear com-
petitive edge in savings attraciion over the other financial inctitu-
tions which offer savirgs accounts. While these other institutions
will be payin,. o nominal #-10% p.a., which 1s sulject to a vrice in-
flation estimuted ‘o averaie $-10% p.a., the S&L gystem will be acle
to combine its 8-10% interest rate with the savin s read justrent
factor {in this example S-iU5) for & real or effective interest rate

substantially greater than their competitors.

Besides the tenetit of receiving the hirchest interest rate
from the system, the_tollowin udvantazes of savin: st a S3L osso~ia-
tion will be pubildcdzcd:

(1) mportrice of colluteral for securing a loan,

(2) savings accouuts insured up to $b. 50, 0C0,
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(3) uaranteed investments,

(4). readjustability of saving accounts based on a cost-of-
living index,

(5) ownership aspect of belonping to a mutual system, and

(6) possibility of obtaining a "House-of-your-owa" on the
basis of savings.

Finally, the Caja Central proposes that several additional
steps be taken to facilitate the saving promotion plan:

(1) train and motivate the directors of the S&L associa-
tions to enable them to give talks to groups of employees, syndicates,
etc, with the purpose of encouraging them to save in the mutual S&I,
associations,

, (2) carry out a study to determine where the campesinos
and low income groups in the cities save, and what incentiVves c¢an Ge
created to encourage them to save in the mutual S&L associations, and

[ —romprem o wam
L LA Sl et vt TR AT o arma ekt

T3 Tesvavniish 8 sysTEnT Whick pays the maximum inferest
the law allows, i.e.,8% on denand deposits, 9% for saving held at
least 6 months but less than 1 year and, 10% for savings held 1 vear
or more. '

As a cordition precedent to first disbursement, the lajs
Central shall develop and rei'ine the above plan in final form, ireclud-
ing details on the means to be utilized and cost of carrying out each
aspect of tho plan,as well as a schedule for the implmentation of tie .
various compcnents of the plan. The Caja Central has indicated that it
is planning to contact Argentine and Peruvian advertising firms, ac
well as those in Bolivia, in order to choose the most capable firm
for promoting saving in S&lL institutions in Latin America.

b. Other Elements of the S&I, Development Progrem
The other important elements of the assistance procsram on
which agreement has been reached are listed belew. The majority of
these elemeuts constitute meuirerial or cparational improvements in the

system,

(1) Plan ror uti'l.uticn of tecinical assistance, including
development ol o central cervice corroration,

(2) Plan for paricipant training,
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(3) Organizatiod of an internal audit department

(4) Plan for equitable allocation of AID loan funds among
associatiors so as to maximize competition, while promoting the develop-
ment of the smaller associations, including the establishment of savings
growth targets by associations and the conditioning of loan disburse-
ments on the basis of percenta;ie increases in savings attraction.

(5) Allocation of AID loan spread between Caja Central and
the assoclations,

(6) Establishment of a reserve of 1% of the spread on the
AID loan against possible disparities between cumulative cost of living
read justments and exchange rate changes.

. (7) satisfactory reporting system from S&L's to Caja Central
and from Caja to USAID/Bolivia. .

(8) Plan for increased staffing.

3. Savings und Loan Operatine Criteria

P e
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-Maximum term: 20 years
-Down Payment (Tied Savings): 15% of total!cost

-Interest Rate: 12% p.a. (plus 1.5% for life and mortgage
insurance)

-Closing Feec: 3%

-Maximum Mortgagze Loan (100% of value of house and land):
Us$8, 5c0

~Practical Minimuwn Mortgage Loan: $2,500 - 3,000
-Borrower cunnot own other house; owner occupancy only

+Maximun of PSg_of monthly fumlly income for amortization
payments. *

-Life insurence on temily menbers whcse income 1s included
in monthly feumily income

b, Dividerds on Savinss Accounts
-Passbook cavines: &%

-Time deposits: 9-10% depending on period
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c. Criterias rfor utilization of AID Loan Funds

the Caja. Central proposes that 30% of the

$4.5 million loan be
~ated to the two SaL's in La paz and 70% of the loan be allocated
.. the seven associations outs

ide La Pzz. Thig is a distribution
.4 on the fact that the Sgl's outside La Paz are less developed
. are most in need of ags

cistance. Based on the information avail-
. .2 concerning the geographic ¢

Oomposition of estimated demand,
_..uved that the funds can be p

it is
romptly utilized on this distributional
...wrn.  Should serious difficy

lties arise in Placing all of the funds
xated to a given clty such funds could be rcallocated to the Ia Paz
.+« and absorbed without difficulty,

t is proposed that up to 25% of the funds reserved for the ir0i-
-1l assoclations be disbursed rrom the Caja to the
... of evidence that the sar, has projec
.-ize these funds. Therearter the remai
-+ be disbursed in the sama proportion
~i5e 1n free savings compared
2 30, 1973,

S&L upon presern-
ts and approved borrovers to
ning 75% of the S&L quota

as the S&L's percentage in-
to the level of saving deposits as of

¥ oa condition precedent 1o firsi disburserent, the Caja Central - wild

g revised ploan for the utilization of the ATD loan, including in-

s2uml S&L's savings growth turgets, projected disbursements and criterig
" ubsequent reallocation or unused S&L quotas.

712 purpose of conditioniry disbursements to the S&IL on success,
**ire to previous savings mooilization, in attracting increases
t Lo maximize the incentive for the S&L's with t
*3 %0 increase their sav

he lowest savings
ings and (b) to Frovide support to the ef-
3 3f the Caja Central to launch the 5

Yetom on the saving growth
2Cc2gsary to attain {inancial selﬁ-sufficiency by 1982,
* 13 noted that the proposed 70/30 furds allocation ratio between
20 S&L's outside La Pas and the two in La Paz is samewhat in-
%ent with the geographic distribution or the 5.9 million back.
" “onjects shown in Annex 1.2, which shows a 62/40 demaryd split
"~ of La Paz. HOchcr, this demand backlog is not intended to
°"% the actual use or Am fnds but rather to ju
"7roof Lhe lonn amount L. terms of
“mn which CajJu perrarnel have i,
tlde Lo paw, (1 (v ia
Cand o An the second
Mtside hu

savings

stify the econcmic
effective dexnnd Pased on
“ith the Directors or the
conlidunt the* there is more than
vy eltiess (o enable Vi of the funds to be

5
Lo

I
M
145,

BEIT AVAILABLE cORY
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B. Project Background

1. The Urban Sector

It 1s estimated that the population of Bolivia in 1970 was
4,658,000 which represents un increase of 5%% over the 1950 level of
3,013,000 Over the sume pericd of time, the urban population, which
stood at 779,000 1n 199, increased by approximately 112% to its 1970
level of 1,6%2,000, Thus Bolivia's urbun vopulution has been growing
about twice as fust us the general population as a whole. The rapid
expansion which has taken place in Bolivia's urban sector is illustrated
in the followin: table:

Growth In The Topulution Of The Principal Urban Centers
Of Bolivia Between 19550-1970 (in thousards)

Percentage iuczaas

City 1950 1970 between 1950- -970_
_laPaz 1ol 679..0 1 e
=“Cochabamba SIS 149.9 85

Oruro 63.0 112.5 9

rotos{ W, 96.6 112

Santa Cruz Lot 124.9 192

Sucre Lo.1 84.9 112

Tarija 16.9 35.7 111
Prinidad 10.7 22.8 313

1/ 1950 equals 1004
Source: Econaric Stutisti~z, USAID/Rolivia (1972) lo. 13.

During this pueriosl, rolivia war for the most part, witnout an
effective {n-titutlconl mears o provide for the aiditional housing
required by this proces) of ranid urtanization., However, in 1964 the
Natlonal Councll of liou.i..; {COIAVID wac established by the GOB to
provide low cont bousice to cowvernment cnrleyesc and in 1966 the private
tnJa Central -t Aboven w o Pedong vare Ia Vivienia {Oaja 2entral) wee
created by docres oy ot ;xct::~ Wi izt Ings Tor the middle incano
pOpulutio., tliron LT LTy o don (URLY ayotem, These iostitotions
topgether with the .z»iin.N\L Ml n‘:xou:i:u; rourd, wnich provides home
Finnnedlns te the worber: in rh» sindine dnductyy - <he Dational Petroloun
llourdng Boand, whlch provides similar rinencing to the employess of the
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petroleum industry, are the principal institutions providing financing
for home construction or improvement in Bolivia.

Thus, during the period between 1950-1970, Bolivia accumulated
a large urban housing shortage. It has been estimated by the Ministry
of Urban Affairs that there is an urban housing shortage of 100,000
living units which is increasing at 2.7% yearly. Based on the assump-
tion that approximately 10-15% of the urban population falls within the
lower to upper middle income groups (the market focused on by the Caja
Central) and that the housing shortage is distributed fairly equally
among .the various income groups, the urban shortage within the middle
income groups is estimated to range somewere between 10,000 to 15,000
units,

(while this Tigure may overstate the actual middle income housing
deficit, there are no better sources available in Bolivia. There has
been, for example, an average of more than 2,500 new electric power
connectlons in the city of La Paz over the last five years. It is sus-
pected that a major portion of these connections were for middle to
upper Ilncome hcuasing, but no data is availasble on the Income breakdown
of the new customers. A more important consideration for purposes
of the proposed loan is the effective middle income demand for -lic
housing to be providsd undcr the proposed program; and as indicated
in Annex C.2, there currently is a backlog ol projects and home
buyers which exceeds the amount cf the AID laan.)

2. Prior AID fssistance

Against tne background of rapid urbanization described above,
which includes the resulting housing deficit and the inadequate insti-
tutional means to deal with the prcblem, AID has provided a total of
$2.2 million in seed capital and provided or authorized an additional
$.6 million in the form of Housing Guarantees in order to help alleviate
the housing shortage and, at the same time, to support the institutioral
development o1 thee Bolivim S&L Cystem (See Annex C.3)

23
et

IR
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The carliest loan assistance provided to a home financing
tution was made to "La Primera", the first S&L Assoclation in Eol

v

ivia,
"La Primera’ wur authorized by a GOR Supreme Decree in September 1963
and commence:d operailions in June 196k, AID essisted YLa Primera" with
two local currency loanc of USENo0, 000 (Aprdl 17, 1464) und U38530,000
(August 1, 106L4) ennn. o the oud ot 1966, "La Prisera’ had approxi-
mately $1.0 milllon in ictding capital and had opencd branches in San-

ta Cruz, Cochabamba znd Oruro.

Subsequently ;. two'additiOnal loans were maie to the Caja Central
which was created in its present form by GOB Lav 07585 in April 1966.
In June 1967, AID signed local currency Loan 9511-LiL-1009 with the Caja
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Central for the cquivalent of Us$l.0 million. This loan was used for
subloans to the five S&I'sz which werc organized during the disbursement
period (including tirs three “La Primera” branches outside La Paz which
were organized as indepcndent S&I's in their respective cities). Further,
AID assistance has been provided 0y a loan ror the local currency equiv-
alent of US$500,000 (511-TCL-1024, January 1969) and Housing Investment
Guaranty 511-HG-003 in Zeptember 1969 for US$3.6 million. The Housing
Investment Guaranty funds were uced entirely for the purchase of mort-
gages from the existing S&L associations. In addition, the Caja Cen-
tral has been authorized = Us$6.0 million Housing Investment Guaranty
(511-HG-00L4) for the first stage of the "Los Pinos" project, a large
housing development in La Paz. The "Los Pinos" project will be jointly
administered by the Caja Cent:vl and the two S&L assoclations in La Paz.

3. Past Activities o1 the JuL's

Between 1964 when "La Primera" initiated operations and 1971
with the establishment or Peitit{, the nine member Bolivian S&L Asso-
clation was organized. 5 of December 31, 1977, the S&I system had
attracted 11,965 savers wno made net deposits (both free and "tied"
savings) of 29.1 million Pesos Eclivianos, equivalent to approximately

~US82.5-million (Seec Tuble I, pese 12). Between 1967 and 1972 the ="
number of savers in the system inu¥eased at an average annual rate of
approximately 32% as did net savings. It should be noted, however,
that in 1972 there vwos a net desrease in savings f{rom the previous
end of year, whicu toteled 1.2 nillion Pesos Bolivianos (approximately
US$60,000E/). This decrease ln savings appears to have been cavzei
by the October 27, 2972 currency devaluation which resulted in addi-
tional, above normel withdravals frem S&L savings accounts during the
last quartfr of CY 72 of 10.9 million Pesos Boliviunos (approximately
Us$sko, coud/ )

Wilh respect 1o loan oetivity within the S&L cystem, 2,107 loans
were made as of Decexler 31, 1972 which amounted to }18.7 million Pescs
Bolivianos equivalent to nnproximately §9.9 millionS (Sece Table 1I,

page 12 ). DBelwecn IGO0 anl 1977, the nunber of louns granted ani the
amounts lent by the S&L systiom incressed at an averuge annual rate of
approximately 305. Thus, durdrg the period of 1966-1972, over 2,000
homes were improved or constructed willi loans made Ly the Bolivian S&L
System as shown in the followin: Table: '

;/ converted at 20:1, the prevailing rate at time of withdrawal.
g/ converted at 12:1, thé prevsiling rate .at time loans made.
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TABLE : Number of Savings' Depositors & Amount Deposited in
: the Bolivian S&L System between 1967-1972
(in millions of pesos)

Dec. 31 - Dec. 31 | Dec. 31 Dec.‘Sl Dec. 31 Dec. 31

1967 1965 I 1963 1970 1971 1972

ASSCOCIATIONS No.of Net | No.of WNet |No.of Net [ No.of Net | No.of Net No.of et

depos- de- | depos~- de- | depos- dep depos- de- depos- de- depos- de-

itors pos.|litors wpos.d itors pos.| itors pos.| itors pos. | itors DOS.
La Primera 2,502 5.7(3,361 7.9]3,995 10.5! 3,456 11.2! 5,751 14.2 5,839 13.3
La Promotora 245 .5 250 .8 k23 1.3 540 2.0 646 2.9 637 k.7
Guapay 289 .5 380 1.0 425 1.3 Wy 2.0 623 2.3 761 1.9
El Progreso Ly .67 582 1.1 751 1.8 1,010 2.8 1,24 3.711,254 2.1
Tarija 150 .1 186 .1 365 o kg5 1.0 647 1.5 745 2.0
Potos{ - - 137 .1| 235 31 362 8] 383 B b7 o1
La Plata - - - - - 231 .5 270 .9 353 1.2 353 .8
La Paz - - - - - -11,12  1.71 1,315 3.401,397 2.7
Paititi - - - - - - - - 292 .2 k72 .5

TOTAL 3,69 7.3 4,896 11.0 6,425 16.0]1 7,735 22.3]| 13254 30.3 {1,965 29.11/

1/ Includes approximately 5.5 milliu1 Peooo Bolivianos of tied" SaVINOS. e

- wnr iy
P wrrmerss 5

ABIE ﬁ Nunber and Amomru of Loans Made by the Bolivian
S&L System Dbetween 1967-1972
(in millions of pesos)

Dec. 31 | Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31

ASSOCIATIONS 10667 1565 1269 1970 1971 1972
No. of Cum.|No.c Cuwa.|lic.cr Cun. | No.of Cum. No.of Cum. | No.of Cum.
Loans Amt.|Loans  Amt.| Locns Amt. | Lozns Amt. Loans Ant. ]Loans Amt.
La Primera 338 17.0 436 22,60 481 25.3 576 32.1 690 37.4 034 L44.0
La Promotora 43 2.4 52 3.6 75 h.4 8 7.6 219 11.9 265 14.9
Gueney 36 2.0 55 3.4 65 4.2 101. 6.6 142 9.7 247 17.0
El Progreso L 1.9 60  2.9] 100 L4.i 157 7.3 241 1.2 279 16.58
Tarija - - L 2 12 h 43 2.9 9k L.1 148 6.3
Potos{ - - - - 1 - 26 1.2 b 2.0 7€ 3.
La Platn - - - - 6 .3 30 1.6 52 2.7 A 3.3
La Paz .- - - - - - - - 79 4.6 154 10.3
Paltiti - - - - - - - - - - 3 1.3

L]

TOTAL 46l 23.3 | 578 32.y 7ho 20.0[1,081 56.5( 1,566 63.6|2,107 11,7

SOURCE: Decemboer 31 OQuarterly Kenort of the Delivian Systen of Savings znd Lcens

CEE&L_EZ_)
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Number of Houses Financed by the S&I System Since
the Initiation of the Caja Central

Years Number 6f Houses
1966 140
1967 318
1968 169
1969 115
1970 339
1971 185
1972 541
Total 2,107

Source: Caja Central

L, Other Sources of Home Financing

At present, besldes the S&L system, there are several other
Bolivian institutions which provide home financing to various special

N e e

“: oot =t '.:5‘-";':.""“.‘"’ e it Yotk _*',H'.mﬂeﬁ_e' .;.uu \..;. ;u \.;vuu L amaer 4 e taut-
sejos ..acional de Vivierda (CCHAVI), the National Mining Housing: Board
end the Natlional Petrolews Housing Bourd. In addition, the commercial
bank.'ng institutions are providine tome financing.

CONAVI, a GOB egency, has the responsibility for providing low-
cost housing for lower-income families employed by the Goverrment.
CONAVI oObtains its capital frcm several sources which include a tax
pald by the employer equivalent to 2% of the employee's salary and a
0.7% tax apviied to the calescf the manufacturing industry. However,
the major source of CCHAVI's financing has coms from two Inter-American.
Development Bank ( IDB) louns: the first nesotiated in 1963 for k4, mw,C00
and the second in 1967 Tfor U5$5,500,000, Both loans are on concessional
terms requiring repayment in 20 years and annual interest payments of
2 and 3% respectively.

CONAVI's loans vhich are generally repayable in 20 years at 6% interec
for single family dwellings and & for rulti-family, condomintum style
apartments, have been used %o bullt approximately 6,700 low cost living
units since. 1964,

The Natlonal Miring ousing erd Petrolewm Housing Bourds hov
ponsibility of providing housing to the workers in the minins ani pe
industries. The principal scurce of inccme for these housing bourds i:

a tax pald by the employer equivalent to 2% of the worker's salary. Dur-
ing the life of these two Institutions, they have financed approxicately
900 living units with 20 year repayable lcans which carry annual interes

ot 6%.

ct


http:bank.'.ng

14)

The Bolivian commercial banking institutions have at their
ooal a limited amount of funds from the Special Fund for Economic
e.opment (the Special Fund) which can be used for financing home
_+ruction. These funds, which have been generated from the re-
_went of previous AID loans (511-1-01k, 029, and 031) that were
..ooiated with the Corporacidn Minera de Bolivia ( COMIBOL) and the
~osa Naclonal de Electricidad (ENDE) have been mede available to
;_3mmmrcial banking institutions for relending for various deve-
.zental activities in the areas of Industry, Agriculture and Cattle,
~ ortation, Mining and Construction which includes the completion of
e construction. As of December 31, 1972, approximately 223.0
.....ion Pesos Bolivianos had been disbursed from the Special Fund.
-nis amount, approximately 65 million Pesos Bolivianos had zone
> home financing since 19€6.

These furnds are made available to
» rorrower at 10% interest per annum, principal repayable in
« Jears.

These loans carry no maintenarnce of value provisions or incur-

va:2. Silnce these loans arc for completion of construction (or in
: me cases expansion), the effective collateral requirement is on the
s.«r of 50% (home value plus land). In many cases the homes being
osnced from this sour:s 272 comewhs® =- ; ;
[hritéd by tne sl sys

ERIERN

- R AF - R -Av‘

¢, Approximately 600 living units have
-2 completed with financing from the Special Furd.

3T AVAILABLE COPW
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Cs Project Justification

l. Place in Country Program

AID has long had an interest in establishing the institutional
capaclity within Bolivia to provide housing for the middle and lower
middle income sectors. There are various reasons for this interest:
Bolivia is l'aced wiih o Lirpe ard increasing housing shortage and the
small but important middle class can neither build their houses nor
buy them on the open markel without institutional assistance; adequate
housing will give the homcowncer a direct interest in his country'ls
economic and political stubility; and, increased coustruction activity
will have a signlficant offect on the economy in terms of jobs awmd
materials and an indircet impact on stinulating entreprencurial
actlvity. The breader geul (o wihich this project will contribute is the
encouragement and strengthening of the capacity of private financial
instltutions to contribute to Bolivia's social and economic development.

Govermment sponsored housing programs have primarily served the
needs of miners and other groups of workers, and with limited cuccess.
The only institution which p10v1de° lOn@ term housing finance ror the

wss, 2 AN e Y e et N e e .. iz o
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savingo and loan (S&L) system, directed by the Caja Central. The S&IL
system has been supportcd by AID frum its inception in 1963, with
small local currency loens ard two housing invectment guaranties. (See
Project Background above). This assistance, wunile invaluable in the
early formation of the S&L system, tms been insurficlent to create the
necessary corndltions for the syctem to become viable and indepewient
of outsilde support. The continuing Mission interest in assistance to
the S&L system 15 shown in the current Bolivia CAST and USAID/Bolivia
Field Budget Svtmisslion which was presented to AID/W in July 1372,
Reflecting the policy stated above, ithey establish assistance to the
S&L System as proposcd in this Capitul Assistance Paper as one of the
priorities for AID lenling in Rolivia.

‘\A.\,:EL_L-atC.A.J Cead TN Cuaa

2. Rationuale for a Direct AID Lean

Sectlon 222 (a) »f the FAA as amended provides that the
President shall assist in ihe development of savings and lcan type
institutions in Lotin American countries. In the past, AID hac
provided both dircat Loz and housin: investment puarantfes for the

establishment and strencibeains of 00, cystems in eleven Lztin Aneriecan
vounirion. The Uul fyeter in Belivia has received two housing invecst-
ment guaranties: however, what the Caja Central needs, in additicn to
mobilizing more savinge wd Increcasing the volume of mortgage lending,
ig Lo dncrease its vantuJi:utiOn to a level sutTicient to protect the
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system against the riszks inherent in mortgage lending when a large
proportion of the system liabilities are dollar denominated. This is
the basic rationale for the dirsct AID loan; for only a concessional
loan can provide the interest spread to the Caja (amd the S&L's)
necessary to assure adequate capitalization of the Caja and to enable
all of the S&L% 1o operate profitably,

In addition, the achievement of the project purpose will enable
the system to meet the housing needs of an ever-increasing proportion
of the middle and lover-middle income population, and at the same time
provide & permanent source of employment ror the construction trades,
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SECTION II - _PROJECT ANALYSIS

A. Institutional Analysis: Caja Central and S&L Associations

1. Caja Central de Ahorros y Préstamo para la Vivienda

a. Functions

The Caja Central was established in 1966 by Decree Law
No.07585 as the private central home loan bank for the Bolivian S&L
Bystem. Under thils enabling legislation the CajJa enjoys the follow-
ing attributes:

Banking

- To act as the borrowing agent for the savings and loan system, both
with regard to local and foreign sources of finance.

- To be the primary lending agency for the individual associations
comprising the savings and loan system.

- To perfcrm other banking services for individual associations, such
as to recelve deposits from them, guarantee their borrowings from
third parties, do mortgage loan banking, etc.

Insurance

- To provide savings deposit insurance.

- To provide mortgage loan (FHA) insurance.

- To provide individual or group credit life, accident and health,
and unemployment insurmce; as well as hazards and property
insurance.

Promotion

- To charter new associations.

- To promote ecavings within the system.

Regulation

- To establish regulations to rule the activities of associations
vithin the system.

- To establish interest 1ates and other limits affecting the
associations, )

- To determine the monetary corrcction limits affecting the
associations. ‘
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Supervision

- To supervise the activitles and operations of individual associations.

- To intervene in' the management of indlviduul associations as and when
warranted by circumstances.

The CaJa Central carries out the above responsibilities
through four organizational units: the finance department;
the supervision and insurance department; the technical department;
and the legal department (see Organization Chart in Annex B). Currently
the Caja Central has a totel of 15 employees; 2 in the finance department;
% in the legal department; 3 in the combined insurance and supervision
-department; 2 in the technical department; 3 messengers; and the
Executive President. The Caja Central®s actual budget of $b.9.4t million
(Us$ U7,000) for CY 1973 is showa in Annex C. To carry out its role in
the proposed program, the Caja Central is planning to expand its profes-
sional staff by adding 3 positions in the technical department and one in
the finance department, ond by creating a full time promotion/advertising
position and a full time internal audit position. The projected 1974
budget of $b.10.24k million is also shown in Annex C.

The Board of Divectors of the Caja Central is composed of
Fhzene 2l e Ly TL LU LIT LCL Oy TS UAL deboeiations T and one selected
by the Minister of Financec. The President of' the Board is elected by
the Board members for n veriod of three years and may be reelected.

The current President, Mr. Irnes.o Wende, is5 also Executive President

of the Caja. Mr. Wende orzenized Bolivia's first S%J, association prior
to the creation of the Caja Central, and is in large part responsible
for bringing the private G&L system in Bolivia to where it is tuday.

The Caja Central, und the S&L's are under the supervision
of the Superintendency of Bonks, which is currently exercized by the
Examination Devartment.

b, Strengths of the Bolivia S&L System

At AID's request, a study of the present condition and
future needs of the Bolivian S&L System was carried out in March 1973
by Cisude Bovet, ex-Presidant of the Peruvian S&l, System. Mr. Bover
found that the overall cystem was soundly organized and operated and
that it enjoyed the following accomplishments and advantages:

- Existing savings and loan lepislation is comprahencive and the systemn
faces no serious legnl impadiments.

- Instruments available to the system such as readjustment of a_counts,
high interest rates, prouotional devices, and personal service, give
it a competitive cure over other financial institutions in the attrac-
tion of savings deposits. This is also true 1o a great extent in
the lending t'icld.
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- The Caja Central is well organized and adequately staffed, as are,
on the whole, the individual associations within the system.

- The quality of developments and houses financed by the system, as
well as their volume and geographic &7 spersion, provide the indivi-
dual assoclations with a positive public and political image.

- The system has adjusted vwell to the October 1972 monetary devaluation,
by readjustment of the associations? asset and liability accounts,
despite the magnitude and suddenness »f the required correction.

- Technical assistance has been obtained and vtilized well by the system.

Mr. Bovet concluded thatv a basically sound institutional
base for accelerated growth has been developed by the Caja Central and
the S&L system. The present £X1. system is based on the concept of
decentralization with financially and operationally strong individual
associations. This concept should be continued and strengthened. It
maximizes the advantages of lceal initiative and expertise, together
with the benefits of diverse experimentation end solutions. It pro-
motes a healthy degree ci* competition between acsociations. Care will
be taken in execution of tue loan programs to ensure that the benefits
are spread equitably to the entire system throughout Bolivia.

There are, however, « few areas where a degree of centra-
lizatlon miznt b= advizable. Ac indicated below, technical assistarnce
will be providzd to studqy the 1ozsibility of centralizing activities in
the folluwing fielis(see also page 22):

- Mortgage lonn und savings account processing, data processing and
other accouniting requirements,

- System advertising and public r<lations.
- land develcpment and construction lending.

At the opernting level, by centralizing the above functions,
the system would obtain economivs of seale and of specialization. This
would be warticalarly ilupor.aa® to associavions sutside the Le Faogz area,
where the professionel sturf and speciaiized supporting elements reguired
in their activities constituic a heavy burden on their overhead expenses.

c. Role in the FProposed Program

As the Borrower of the D 1.an, the baszic role ot -he Cuziz

Central is to inzure the achicvem-nt or the project purpose. The pre-
liminary allocaticn plon for the ATD loan fuads was deslgned by the Caja



20)

Central with the objective of strengthening the smaller associations
and bringing all thc assoclations to the point of financial self-suf-
ficlency. The Caja Central will also monitor, together with USAID/P .
the progress of the individual associations in meeting their respective
savings growth targets. Disbursements to the associations will be
subject to an evaluation of their efforts to promote savings and their
success 1n actually uttracting them,

Another major role of the Caja Central in the proposed
program is the desipn and execution of the overall savings promotion
program to be undertalken. A well-conceived savings promotion program
is essential to the long run success of the project.

d. Insurance Offered by the Caja Central

The Caja Central presently provides FHA type as well as
mortgage~life insurance to the 9 3% associations in the system. It
is also studying the possibility of offering savings deposit insurance
to the members of the S&L associatisdns in the future.

1) FHA Insurance

T e T AT, L i e o St iR vy A T3 o] b -y v O

TneTpurpdde oF A S ncurance in the U.S. has been %o
protect the home financing inctitution egainst a loss caused by the
default of the mortgamce a2nd to provide the finencial institution
with mortenges which con be eauily marksted for capital since they meot
standard FHA criteria. The Caja Central is providing FHA type insurzance
for these same purpczes in Boliviz, 1.e., the insurance protects the S3L
associations from mortgegee deiault and provides inortgages that can be
purchased and sold by the Caja Central to U.S. investors under the AID
guarantee program.

The premium chzrged by the Ceja Central is 1/2 of 1%
yearly on the unpaid balance of the loan. As of December 31, 1972
approximately 235,)C0 Pesos Belivianos had been paid into the FHA
reserve account srainst atstel umount of insurance in force of arrro-
ximately 101.8 millicu Fesnn Ealivianos. Bugsed on the Awpril 3972
findings of a mortsage insurunce Srecialist i/, the present FHA reserve
appesrs sufficlent, especially wnen one takes into account the decrease
in the reserve to total incurance-in-force ratio and the minimal total
claims of 9,00C Pesnos Rolivinuoe vrid oul to date, (For further in-
formation cn the Flv oipravai Tootess Tolizwed by the Caja Central see
Scetion II, A.1.) ’

l/ Dallas Bennewitz, Repost on Uhe Bolivian Savings and Loan System
end the Caju Central (o Alorros ¥y Préstamos para la Vivienda
(April 1972).
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2) Mortgnge-Lile Insurance

The purpose of mortgage-life insurance is to pay off
a mortgage obligation in the event of 1) total incapacitation of the
mortgagee caused by accident, or 2) death of the mortgagee. Thus,
in the event of either of these occurences, the unpaid balance of the
mortgage is paid by the Caja Central and clear title is passed to the
beneficiary chosen by the nortgagee.

However, Lefore a loan applicant can obtain mortgage-
life insurance, he must fill out a Declaration of Health Form giving
pertinent information regarding his end his family s medical history

. and his state of health, 1In addition, he must pass a medical examin-
ation given by a dsocuor acceptable to the Caja Central. When these
Drocedures are satisfactorily completed, the Caja Central can insure
the applicant for up to the differznce between his actual age and 65.

.Thus, a man 50 years of age can obtain, as a maximum, a 15 year
‘Bousing loan and insurance policy.

"For mortgagze-11ife incurence, the Caja Central charges
& premlum equal to 1% of the face value of the loan which is maintai..~d
over the loan's life. As or December 31, 1972, the Caja had set aside
$b 1,000,000 in the Capital Insurance Fund which was established “owmese
“meetTlie initial capitel requirements prescribed by the GOB for insuranc
operations. In addition to these funds, the Caja Central's Mortgage-
Life Reserve Account contained 3 1,100,607 at the end of 1972. This
amount i1s consider.d surficient, based .on actuarial calculaticns, to
cover named contingencies.

3) Saving Deposit Insurance

‘ Deposit insurance provides a guarantee to the saver
that his deposits will be returned to him upon request even if the
savings institution fails. This typ2 of insurance has been a positive
asset to savings institutions for it assiets them in their promoticn of
savings deposits by alloving them to advertise that their depositor?s
savings are insured safe against all loss.

Thn Caja Central was authoriszed to provide dhrosit
insurance in the docree (07405) wuich crented the Caja Central, il»
other Bolivian savings iusticecion presently has such an authorization.
The Caja Central is now considering the possibility of introducing this
type of insurance “o the 9 s&l associations. The cost of the preomiunm
would be l/h of 1% annually "to the S&l associations on the average value
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of savings deposits held during the year. The deposits would be
insured up to 50,000 Pesos Bolivianos against any risk or loss. Thus,
savings deposit insurance could be an important part of a strategy of
savings promotion which the Caja Central and the S&L association is
contemplating.

e. Technical Assistance Program for the Caja Central

A preliminary plan for technical assistance has been agreed
upon with the Caja Central. It is presently contemplated that assis-
tance will be provided in the following areas:

- Development of an operational manual to standardize all S&L operations,
including auditing and administrative and control systems.

«» Development of a centralized service bureau which could carry out
certain functions on a centralized bagis such as land development and
construction lending; mortgage loan and savings account servicing,
data processing and cther accounting requirements; and system
advertising and public relations.

- Development of a plan {or mechanized accounting for the Cajes Central

_and the S&L system to enadle them to, effic i tlu - tandle v - ot

T, L s e

S AT U BaVings auw renaing DpeFations.

= Development of stardardized construction supervision and control
systems.

- Development of a Deposit Insurance Program.
= BSavings Promotion,

The types of specielists and sources for obtaininé such
assistance .are described further in Section IIT.A.2.

2. The Savings and Loan {S&L) Associations

A savings and loan association is a financinl institution char-
tered expressly to accept savings deposits from the public and %o invest
these funds in iong term residential morteage loans., The nire—S&l
associations that make up the Bolivian system are not-for-profi- =u-ual
assoclations owned and controlled solely by their member-savers. (A
stock association by con‘rast izsues capital stock 10 the invec<or-awners
wvho provide the initial vperating capital for the corporatisn.)

As indicated in Section I.B.3, the nine S&L's have financed =
total of 2,107 home loans sinee Lhe system was I'onmed in 1966; in 1972,
they financed 5S4l home loans.
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&. Organization and Management

The typical S&L is controlled by a Board of Directors which
is elected by the member-savers, One of the primary responsibilities
of the Board is to approve mortgage loans recommended by the S&L Manager.
The organizational units of a S&L Include the following: Loan Department,
Technical Department, Legal Department, Accounting Department and Savings
Department. All of these operations are coordinated and supervisced by
the S&L Manager.

b. Mortgage Lending Procedures

The mwortengn lending procedures utilized by the S&L‘'s are
based in large part on U.S. FHA credit underwriting rrocedures. In
fact the procedurcs are caling o« "FHA Standard" system In Srani
"The Bolivian FHA Syolem wus examined by [nllas Bennewltz, Assiclant
Presicent of the U.S. . Svings rud Ican League, in Aprril 1972 and Town
to be soundly conceived. For this reason, only the main elements will
be descrived bnlow, ’

oy I 8

1) Loan Approval Process
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* rronto v o rrower Isan vz buy or
r

S kin, o
build a house un 1lani rlready owned or to buv a house in a developmerns,
sponsored ty s bullisp, In elther case, <he prospective borrower moee
have a savings accow: o the 83D equal to gt legge ip 06 the liap wo.
quested und must nooevile the following information and meet tha following
requiremento:

o

- Amount and purpose of che nroposed loan,

- Family cimnosi<lon and evldence that, famlly income s sufficient to
emortize vroposed loan.,

- BEvidence that o fumily meober owng ancther home,

- Evidenee ihine arplicnnt 15 withiy nege lmles for mortgage life
insurance.

- Evidence that npplicant 1s in good health and cen qualify for life
insuyanc-, .

- DEvidernce »f 1.

! preval of plans, {f the
applicant wants o o)

2dy owned.

b Ny

¢ 2
id his bzwe on land a1l

Three copvies of Dlons, technion) specifications, tudget and construction
chronogram.
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In order to awid the expenditure of unnecessary time
and effort, on the part of applicants and the associations, the S&L
requires confirmation by the applicant in a pre-application form that
he can meet all of the above requirements. After the S&I, verifies
that the applicant appears to be able to qualify for e loan, the appli-
cant is requested to present the formal aporopriate documentation
necessary to fulfill the specific requirements.

Both the technical specifications and the budget must be
signed by the proposed tuilder and the appiicant, and found satisfactory
by the S&L?!s engineer or architect. The proposed bullder must alsos be
known to the S&L technical department and be judged competent to carry
out the project. .

. As socn as all of the required documents are subniitted,
the Loan Department fills out a standnrd loan application form (FHA Form 1)
which is signed by the applicant. 'he Loan Department also completes
the credit analysis and request for insurance comnitment forn (FHA Form 3).
All technical plans, specifications, budgets, etc. are sent to the Tech-
nical Department. The Technical Department analyzes this information
and records its findings in tne Technical Report (ITm Form 2). The Legal
Department carries out a similar review of all legal documents.

. ey httm N T L L YT e
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If the credit analysis and the technical and legal re-
ports are satlsfactory,. the Loan Department verifies that the applicant
has the required 15% cn deposit in the Torm of *ied or reciprocnl cavings,
and then bills the spplicant {or the 3% closing fee. The S&L Manager
then presents the application to the S%I, Board of Directors for formal
approvel of the loan. After the loan is approved, ‘he S%L sends &
complete set of FIA forms on the loan o the Caja Central requesting a
mortgage and life insurance commitment. Once this is received from

the Caja Central, the SaL prepares the loan pgreement; the 1oan is
secured by a first mortgarce on the rroperty. After execution and
registration of the mortgarc loan, the Caja Central issues the FHA mortgage
and life insurance, and the construction contract ic signed with the
builder. (Disbursement. procedures nre described im paragraph (2) telow.)

The Bolivian FHA System serves tuo functions: (2) on
the one hand, it insures the mamber associations amainct 1oss because of
default by the mortgagee: and (b) it prevides the Caja Central
marketable morigaces with some known grade of quality, which_ have been,
and can be, packsged and sold to U.3. investors wndes the Housing Invezs-
ment Guaranty Progran. Suyers of mortgazes 4o not want to 100k a- eneh
and every loan they huy. The fact that the Bolivian loans carry FHA type
insurance indicates-to the buyer that there is no need to make detailed
investigations of each mortgare otfered, That FRA criteria has teen used
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in the revicw of these loans and that they have been found to qualify
for insurance is sufficient for most investors. The investor is
actually buying the FHA insurance and the knowvn underwriting standards
that go along with this insurance., Also in the not too distant future
the Caja Central may want to issue bonds or debentures backed by a pool
or group of morignges. This can only be accomplished if the mortgages
in these groups are TFHA insured. '

2) Housing Project Approval Procedures

Fo. housing projects sponsored by private builders and/
or the S&L and a builder, the Caja Central has a standardized system
of review to determine whether to issue a nortgage insurance commitment
for the project. The following information is submltted by the S&L
to the Caja Central for this purpose:

- name of project
- type (multifemily building or single family homes)
~ description of diff'ecrent Lypes of units

general descriptlion o1 prolect, including loecztion . size of lend ..
BTNV N G T Il sy eommierelal and communiilyt areaSyTUDEL
estimate, period oi cunstruction, proposed builder, owner of land

and how 1t will be flaanced, snd number of familiecs to be benefited

project locations in relation to schools, churches, markets, places
of work, transpcrvation facilities, etc.’

avallability of ntilities

market study of potential bLuyers

complete technical study of project, including site plan, designs,
technical specifications, structural calculetions, construction plans,
dlsaggrezated cost estinntes, soil studies, and all osther relevant
technical Jdetaills

H

annlysis of all unit prices for items of construction

breakdown of' local and imported inputs

construction schedule and proposed disbursement schedule

T A LD

report evidencing clear lana: Litle

report on Tinancial solvency and experience of (and proposed guaranties
from) builder
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- report containing analysis us:% ::i-< =1 of project by the Technienl
Department of the S&L, .as wcll z. z:ioval of plans by the municlpality

- approval of the project by the 221 i-sv»d of Directors.

The above inforrz-ic: :: anaiyzed by the Caja Central and
if there is no problem found, -h’ “z.% “antral issues an Insurance Commit-
ment for the project; end then *ns I47 -wpceeds with the promotion of
the project. As soon as the U&L neerz selected for the project have
all deposited the required 15% in «7.- zrings, the S&L remits individual
FHA forms to the Caja Central “u oizln -ze specific Insurance Commitment
relating to the respective indivii..1 LrItwers. Thereafter, the mortgage
loan contract and the constructior . 2unnrzot are executed.

3) Construction Incprnsi-- znd Disbursement Procedures

Once the project 15 uniz- cons truction, the work is
supervised by an architect or engineer =rsloyed by the S&L financing
the project .

This inaividual 15 respi-:ible for preparing periodic
reports on construction progress and q:s;-,y of work in place. as well”

L X 2 et
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The S%L retainc 10% 5f <x-n psyment to the builder as a
guaranty of proper construction., Thic c.arenty is returned to the
bullder 90 days after the project hag bLee- completed, 1f no defects in

<"Zas

the construction nave ccecurrad during tre period.

3. Managerial and Technical Cpnani*A/ dditional Staffing
Requirements

The managerial and technical ou*:city of' the Caja Central itself -
and that of the nine Savings and Ioan &éccociations it supports appear
adequate for the volume of loans the syzmen 1s processing at this time.
This capacity has been built "D in respsnze to an increase in loan
volume from 140 loans in 1966 to 54l 1z4r- in 1972,

As described in Section IT.A.1. =.cve, the Caja Central it
has a small staff consisting of 15 emplvyees, 7 of which are profe

<
3 s
The largest S&L association within the £7item, La Primera in La Paz
operates with a ctaiy o1 o uployens, wille the suaff of the sther sma
assoclations ranges rom fi«c Lo tea, Inoall cases, hovever, a Genaora
Manager is on board on n Tuil rime basis and he carries on the dual role
of General Administretor and Supervisor of ell operations as well as “hat
of Chlef Loun Orficer. Also in ail vancc, an architect or an engineer i
cmployed directly by each ussociation on e full time or part time basis
to verify estimatesof cost and monitor and certify construction.

6E



27)

It is the opinion of the Project Committee that the current
manageriel and technical expertise available within the system is
adequate both in terms of quality and quantity. The question remains
as to whether this staff would be capeble of processing the additional
workload generated by funds to be lntroduced into the system from this
loan, including the GOB contribution, the Los Pinos project in La Paz
and the projected increase in savings expected over the next three
years. To illustrete this potential workload, the following table
was devised showing the approximate number of loans per month each S&L
assoclation 1is expected to be handling during the three year life of
the loan 1/:

Per Month Th-TT Th-T77 Total
5&L . 1972 1974-1977  USAID Loan  Los Pinos  74-TT
ILa Primera (La Paz) 10 13 8 8 29
La Paz (La Paz) 9 12 6 8 26
Oruro 3 L 3 - T
Cochabamba L 5 5 - 10
Sante Cruz 9 12 11 - 23
Tarija L .5 5 - 10
Potosd 3 L 3 - T
Sucre 2 3 3 - 6
Trinidad 1 _2 2 - L

—I¢teaIs (monthly ) 4s 60 T8 16 122

The table indicates, then, that the two S&L associations located
in La Paz and the one in Santa Cruz will most likely require additional
managerial and technical staff due to the projlected increase. The re-
malning S&L associaticns, however, are not operating to capacity at this
time and the projected increase will require no additional personnel,
although architects nov associated with these institutions on a part time
Pasie will need to attend to association business full time.

The Caja Central itself also will need to expand its managerial
and technleal staff since its work loed 1s expected to more than double
from its 1972 average of 45 loans per month to 122 loans per month during
the life of the lcan.

As a condition precedent to first disbursement, the Caja Central
shall submit & time-phased plan for the acquisition cf the additional staff
for both the Caja Centrel and the S%L®s in la Paz and Santa Cruz. It is
estimated that the esddition of cne loan officer and one amrchitect or

}/<Assuming that loan fund: are disbursed over a 3.year period, 3C% in
La Paz end TQ% regt of Zollvia,  To be conservative, an average
mortzuge of $5,000 per unit 1s used although this 1s nearer to the lower
end of the loan range according to the Caja Central.
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englineer will be required in these associations. In any event, all
necessary staff additions shall have been made by the end of CY 1974
in order to obtain AID loan disbursements in subsequent years.

Based on & review of the past level of lending activity by the
respective associations and of their current staffing levels, the Project
Committee believes that the Caja Central and the S&L's will have the
technical and managerial capacity to carry out the proposed program in
a satisfactory manner with the staff additions described above.



29)

B. Financial Analysis

1. Summary Cost Estimate and Financial Plan

(Us$ 000's)
SOCURCE
UTILIZATION OF LOAN FUNDS » AID LOAN GOB LOAN TOTAL
Mortgage Lending 4,500 2,000 6,500
Sevings Promotion Program Tele] 400
Office Relocation and Improvements 600 600
Insurance ?iquidity Reserve 50 . 5?
Training 2 170 70
Technical Assistance 2/ 100 100
Accounting Equipment 2/ 180 180
6000 2,000 8,000 ==

l/ The CB loan has already been disbursed and therefore was not
available for the non-mortyage lending costs of the program.
However, the funding source for such costs is essentially an
attribution question; the net effect of the two loans will be
to provicde for the system a total of $6.5 milliorn for mortgage
lending at an average cost of 3.23%.

g/> US dollar costs estimated at a total of $450;000.

Cost US$ 000's

Source Total 003 197k 1975 1976
AID Loan 6,000 - 2,693 2,123 1,184
GOB Ioun 2,000 1,700 300 -- --

T0TAL 8,000 1,700 2,993 2,123 1,184
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2. Analysis of Elements Included in the Financial Plan

a. Savings Promotion Progrem

(The savings promotion plan which is being contemplated by
the Caga Central and the S&L associations is deseribed in Section
I'A.el

b. Office Relocations and Improvements

The Caja Central has proposed thai. approzimaiely $60C, 000
ol Lhe $6.0 million loan be used g tinance '
land acquisition and the construction of new office facilities for each
of the S&L associations (except for "La Primera" « A portion of these
funds would also be used to purchase new office furniture for the
assoclations. It is generally agreed that one of the main factors
which has hindered the growth of the Bolivian S&I, 8ystem has been the
Poor location of their offices which are found on either the second
floor or in offices where the public has no direct access. In addition,
due to low initial capltalization, the S&L offices still lack adequate
furniture, lighting systems and "ambiente" which ure attractive for the
general public and the personnel which work in them. In his report
dated March 9, 1973, on the Bolivian S, System, Claude Bovet strongiy ™~
“Tecommended to the Caja Cenkral that they "give immediete attention to
the relocation and irprovement of existing offices".

The management of the Caja Central believes that unless
the S&L System develops a better public image, one that gives the
impression of financial soundness (which can be enhanced with new, more
strategically located and attractive offices) the savlings promotion
campaign, which is an luportant facet of the loan project, will be less
than fully succetsful, Tha utilization of GOB loen funds for improving
S&L office locations and facilities, then, is considered an ioportant
and integral part of this overall strategy of savings deposit promotion.

In several instances, the S%L's are planning to construct
multi-story bulldings and utilizing the lower floor for their offices
while selling the upper floors on a condenminiun basis to various busi-
ness enterprises. "La Primera", the largest S&L in the system, hes
already initiated its building construction plans. Several years BgO
the association purchased land in the canter city areca of La Paz which
it is presently clearing,  With cutslice finnncicl backing, the
assoclation is picnuing co initinte censiructlon of its Eb.24, 6Co,000
(approximately USS1,2C0,8GL ), 20-ntdry office bullding in Octcter,
1973. The construction period should last epproximately two years.
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“The following table contains reasonably firm estimates,
prepered by the Caja Central and the S&L's, of the costs of laend, office
construction and furniture for the other S&L association from the GOB
loan.

(In Pesos Bolivianos)

Cost of Cost of
Cost of Office Office

Association land Const. Furniture Total

La Primera - - 120,000 120,000
La Paz 700, 000 900,000 120,000 1,720,000
La Promotora 400, GO0 750,000 100, 000 1,250,000
El Progreso 500, 000 750,000 100,000 1,350,000
Guapay 400,000 750, CCO 100,000 1,250,000
Potosi 300,000 750, 000 100,000 1,150,000
La Plata 300,000 600,000 120,000 1,020,000
Tarija 300,000 600,000 - 120,000 1,020,000
Paitit{ 250,000 750,000 120,000 1,120,000

e e SO s LAy wniry o e e

s ol T estr00 T 3,000,000 10,000,000

20% Contingency

allowance §30,000 1,170,000 200,000  _2,000,000
TOTAL 3,7€9,000 7,020,000 1,200,000 12,000,000

For those offlces to be financed from ATD loan funds, AID will require
that firm sources oi linancing sufticient to cover the entire cost of
the building be assured prior Lo dixbursement of loan funds.

¢. Insurance Liquidity Fund

The regources showi for the Insurance Liquidity Fund will
be utilized 1) to llauidate the outstandinz mortgege life policy claims
vhich the Cala Centrel 1s currently pasying off ovaer time to the
assocletions, ani 2) +~ rovide the liauid rascerves needed to pay new
policy claims in Cull 25 they orise.

In addition to these 1liouid needa, the Caja Central also
must increase the level of assets {fecchnlcal reserves) which are
backing the rHA and roteexz 1ife insurance yroprams by approximately
$b.800,000; and if ard vhen the Caja Central begins a deposit insurance



32)

program, a total of ¢b.3,000,000 in assets must be available in liquid
reserves to support this program. While assets in the form of mortgage
loan receivables constitute satisfactory reserves for the insurance
program ace they are operating, to begin the deposit insurance program
or to increase the reserves level for FHA and mortgage life, the Central
Bank requires that the reserves be in 1iquid form. Once Central Bank
approval is granted, these liquid reserves can then be converted into
mortgage loans. Thua, it 1s estimated that approximately US$190,000 in
program funds will be utiliz=d on an interin basis to meet the iiquid
reserve requirement and thereafter will be invested in mortgages.

3. Actions Required to Increase Savings: Proposed Plan

The creation of a gtronz savims acrount market i1s a recent
development in Bolivia. Savings in the banking sector, which in 1963
amounted to only 2% of the total noney in circulation and represented
only 14% in 1968, had growm to 32% of money in circulation by September
1972. This emounted to total suvings of nearly US$ 30 million. By the
end of December 1972, credit unions had attracted e total of US$ 7.3
million from their membersnip. This amounted to 20% of the emount in

_bank savings deposits. The favings and losn svitam hesasras - -
‘;uuum;¢a;ea‘Qy’uéceuméT“IZTEWQs@“L;a'million in free savings accounts
(es distinguished fvom the required "tied" deposits). This was equal
to only 4% of 2ll hank cavings deposits. Put another way, as of
Decerber 1972, btzuks hed 74 of total savings account deposits of
US$37.9 million, credit unions 20 and the S&L system 4%,

Based on the February 1973 study of the Bolivian system
prrepared by Claude Bovet, ex-head of the Peruvian S&I System, the Missic
estimates that the system can capture 12% of total savings depvosits by
1982; the Mission also estimates thet savings deposits in financial
Institutions will grow at a rate of 10% p.a. over the next 10 vears.
Taken together, the effect o7 Ehege two projections wowld provide the
system with approximately :1.180 million (Usi9 million) in savings in
1982, L/and this level of sovings mobilization combined with an AID
loan of US:6 million would enable the system to achieve financial self-
sufficiency. what follovs is r discussiosn of the conditions necessary
to reach such a saving level and an analysis of the feasibility or
achleving it.

;/ The current leval of ivoc savings deposited in the system is slightly
in excess of USSL million ($b.23.6 million as of 12/31/72).
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To reach the savings level projected above, the following two
(necessary but not necesearily sufficlent) conditions must be fulfilled.
The system must undarteie a large scale, systematic savings attraction
or promoticn program, Including inter alia the establishment of
Yearly growth yoals for the entire system and for individual S&Ls as a
bercentage of the existing ravings market and 1ts anticipated expansion,
coordinated planning throvghout the system on such promotion devices as
marketing strategy, ndvertising cempaigns, incentive programs, training
and motivation cf emblorees, intensive individuel soliciation of accounts,
relocation ang luprovement of existing offices, and encouragement of
directors and board wembers of the Caia Contral ang B2T. Swatom £5 use
their personal influence to premote «ud solleit accounts. TIn addition,
the system must slzo receive a substantial injection of low cost
(concessional) lerdling continl to sooidns 1t with the volume of income-
producing assetr (e.g., rertaage Sosns) reevired over the next 10 years
to overcome 1its cash flow probler: and to become profitable (e.g. to
cover all oreratirz and finsncial costs and debt service; to finance a
savings promotion vlan cn g centinuing basis: and to eern a profit)
while it Slmulteneously nacsrtakes an intenucive savings promotion
brogram to elimzinate the “vitem's derendence an externsl concessionary
assistance. A sezondary need ror thie iInjection op lending capital is
to increase the system's fupact ang credibility in terms of its ability .

=TT Provide heme leang to ite nembers, ind thus te attract indirectly new
savings depositors as the Thlice gains en increased swareness of what
the system 13 ang vhat services it ofrers. Since the Bolivian System is
8 private one ~:4 5ipce the GO3 ig Tresonily ~xperiencing one of its
chronic budgetory shortfalls, the only practical a7d realistic source
of low cost assicience 1s ihe proposed AID lcan. 3

4. Factors f{fecting Prodeot Feesibility

Assuuing thet the Ceda and ithe Sai,'s
concerted gavirzs promation ¢flort, then the g

the feesibility of reeching the $5.180 million (
savings level,

enzuge in an agressive and
vestion o be examined is
US39 million) "Optimum"

As surzosied abave, thers are o actors wnich will Interact
to deterxin: the level ol totnl savings Je 51ts in the system in &2,
The first factor, thue size - the overri]l cevings deposit market in 1982,
is largely deteraine: by fovong outside the g2 Tystem, exceot to the

extent that the Y EaliS R M. rirtiege flnavce saryice proevidid by the
system atiracti ShArenint il aavingg dev sitg wadeh would otherwise not

3/ To achieve +a anra lovel of Profitehilit: in 1982 A trout the
USHE.0 miliion AIT Zenw would r2nuive the system to attract an
additional L3315.0 mdllion in Lree sevings over and above the levels

[
4o

discussed abova. ihlg RALRER-3BE R AL 10t considered to e feasible.

PEST AVAILARLE oo
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have gone into a savings institution. The second factor, the
proportion of' the overuall savings deposit market which 1s captured by
the S&L System, 1s aliost entirely determined by the system's competi-
tiveness and its efforts to attract a much larger share of future

savings.

Looking at the second fector first, there is unfortunately no
directly relevant experience in Bolivia upon which to assess the
reasonableness of the 5&I consultant's estimate that the system could
capture 12} of the savings market in 3982. The best evidence that this
share 1is not unrcesonable comes from an examination of experience of the
AID supported S&I. System in Peru, a neighborinz Indian-based but more
developed country, with a GNP approximately seven timss greater than
Rolivia's. Tne Peruvian SCL System begen in 1962 and had by 1967
attracted approximately 11% of total savings deposited in Peruvian
financial institutions; and as of January 1972, the chare of this
market which the Peruvian S&L System has captured exceeded 18%. While
this argument by analogy has only Limited value for predicting what the
Bolivian System is capuble of, it coes suggest that to increaee the
system's savings iarket .imare from the current 3-4% to approximately
124 by 1982 is a theoretically feesible and not unrealistic goal.

-

If one is wililng to ascume that the system can attract this
share of the 38Vinhu.ﬂ9"YF1} then the critical factor determining the
future financial +wizhility of the system Ls the overall volume of
savings deposits in 19023 this stock of savings must be of sufficlent
magnitude co thot a 10-12% merket share would give the gystem the
volume of income-vroducing assets, glven a 4% spread on mortgeze loans
financed from savings, nceded to operate at a profit. The level of
overall savi“pg in 1972 will be determined by the rate at which savings
In financiel instituticns grow over the next decede. For the period
1967-1972, savL s deypositis in Bolivl en financial institutions increased
at a rate of 257 p.a. Over the next 10 years the Mission estimates
that thils particulor poneter j a:bre ate will grov ut & rate of 107 p.a.,
which thzy predlcate upen a /m GNP growth rate wrojection. Without
attempting to arguz whaeihze GIUP 1g the “esr ernloanstory variatle for
chenges in savinugs d:vo,its, if cne asswnes surfliclent econowic and
polivical stebility to permit rceal GNP 3rcwth of somewhere between
3~6%, then a 10% savings deposit growth rate 1s not Jnreagonable, and
might well bo a conservaiive estimate.

On the Lesis 7 Bio Jeregoling, 1t is coucluded that assumptions
upon which the usuccass of the #I0 loan is based are reusonable and
that the project is thereforc ccnsidered feasible.
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5. Sensitivity of Results to Veriatlons in Savings Growth and
Market Share

If total savings deposits grow at approximately 10% p.a. over
the next decade and if the SiL System is able to attract approximately
12% of this total martet in 1682, the system will have attracted
approximately $b.1£0 million (US$Y million) in savings and will have
achleved self-suffliciency. However, since these projections are not
based on the actual prior experiance of the system im Bolivia nor on
any hard empirical relationships, it 11 important to test the sensitivi-
ty of the "optimal" outceme to variations in the overall savings
deposits growth rate and in the proportion of the savings market
attracted by the system.

) An exemination of slterustive outcomesreveals that the same
position of self-sufficiency and prefitability could be achieved under
the following conditions:

Annual growth rate Totel 1982 savings Minimum S&lL  S&L Savings

in savings deposits deposits - ;/ Market Shere Depcsits-1082
over 10 vears (#b. millions) 1982 (3. millions)
e «~&.......\>\AA~£T}‘.Au“.ﬂw.\.m}i.,..é%‘!ém ]_)4% ]_81
10% 1,557 12% 187
129 1,864 10% 186
14% 2,224 8% 178

1/ As of the erd of 1672, savings depcsits in Bolivian Financial institu-
tions totaled upproximately $b.600 million.

While total savings might grow et a nigher or lower rate than the 5-1u4%
P.a. range, on the vasis of subiectively determined estimates, 3-147% is
hypothesized to ve tho moat provadble range. Similarly a market share of
between 5-14% is balieved to be the most likely range ror savings ztirge-
tion. Howevpr, accnpﬁiny “he foregoinz as reasonshble, en obvionvs
Question is what happens Lf the system grows ut the lewer end of the
projected 8-14% runge and the system lieulse only nttracts an 5% market
share? The answer 1s thatb, aetorie feribas, the cystem would still be
profitable in 1782, btut at a reduced level.

6. Justitiortion for Lo dmount o the ATD Loan

As indicated slove, the svatem weuld still bo operating at e profit
if 1t captured © of & acvine: market that grows at an 8% rete. The
reason for tals i the capnting powar provided to the system from the
10% spread on the ”6 mi1llon & -I.D. lean. The cutcome is quite different,
however, if the Jevel of the A.1.D. loan is reduced. ‘The future financial
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feasibility of the system was tested using an A.I.D. loan input of {i.5
million; and on this basis, at the $b.180 million optimul savings level
the system would experience negative cash flows in several years, would
accrue a $b.28 million (US $1.4 million) cumulative loss over the decade,
and only in 1982 would the system show a slight profit. At the $b.100
million level of savings attraction, the system would asccrue an even
larger loss and would not reach the breskeven point by 1982.

Inasmuch as there 1s no assurance theot the system is more likely to
reach the "Optimal" savings level of $b.180 million than the "survival"
level of $b.100 rillion, an A.I.D. loan of $6 million is considered
necesgary to insure that the system will be financially self-supporting
should it only recach the lower level of savings by 1982.

7. Mortgage Ican Terms apd Iffective Interest Rate

The current mortgege lcan terns offered to borrowers through the savings
and loan system is 12 interest with a 1/2% sdd-on for FHA insurance.
In addition, each S&L charges a rlal one time 3% closing fee on the face
value of the mortgage. Ihe Caja provides life and dizability insurance
to mortgege holders at & Lp snnual premium. The 12% rate allows for a 4F
spread on capltal ceuerated frem ‘ree savines. s o spresd an ATD Jaer
“rfunds passed on to the 5478 Trom the Caja Ceantral, and of course a free
12% spread on any surplus capltal aveileble to the S&L's for relending.

Taking into account the cffect of the 157 reciprocal savings deposit
requirement and the 100% mortgage loan, the effective interest rate to
the borrower is actually 1) greater then the nominal rate of 13 1/2%
(12% interest plua 1 1/2% for insurance) i.e. 1k 1/2%.

8. Readjustment of Mortcages

One of the conditions precedent to disbursement of the Los Pinos HIG
(511-HG-004) required thay the Ioonsor-Borrower "has irmplemented & system
for readjustment of mor=znzes, ir form and substance satisfactory to AID".
The statutes of the S&L sy<tem provided for an index based on a combins-
tion salary aud cost of 1lvirng iadex end the dollasr/peso exchence rate.
However, these indaices had not be:n developed, and the gsystem received
approval to use the dollar/reso exchange rate ror readjustment purposes. i
With the 65.8% devaluation in Cctoter 1972, this readjuastment proved teo '
be impractical, and an ad-hor arruuiement wan made to allow a 40% readiust-
ment of morvtgacon. Uiis resiiestnont Las boen setisfactorily {oplemented
by the S&L system. TU wru siviois, hawever, that these reedjustment
arrangements met neitheol che reauirement of the Los Finos asuthorization,
nor the needs of the S2L sygtem.

The GOB and the Cuja Cenblrul proposed that the La Paz cost of living
index be ugsed for rendjustient of mortiages. The cost of living index
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had a legal basis in GOB leglslation, had been in existence for s reasonsable

period of time, and had reflected fluctuations in the exchange rate and,

so far as can be determined, salarles and income throughout the country.

The Minister of Finance and other GOB officials, in discussions with Mission
representatives, stated thet they wished the readjustment to go into

effect in December 197L, with the annual adjustiment to be the average

change of the La Paz coct of livierg index over the previous three years,

or the change in the current year, whichover is lower.

The proposed readjustment fcrmula was reviewed and accepted es
satisfactory by the Develoument Assistance Executive Committee of the
Latin American Bureau in May 1973. The linister of Finance subsequently
issued the necessary resolutior to put theze readjustment provisions,
based on the La Faz cost of living index, into effect. The Caja Central
has in turn issued the nece:szory inplementzry instructions to the indivi-
dual S&L asscciaticas. 7The Clrst r*aojastrcqt will take place in December
1974, and subsequent readjuctments will be mede at yearly intervals.

The La Paz cost of living index has been prepared quarterly since
1936 by the Natlonal Zurcau =7 Statisties in accordesnce with a GCB
Supreme Decree. ‘[he ludex lu based on market analysis done for middle
to low income Proups o Hnt’*1L.e the compesition 22 a familv evmandituwa
vuupen yuetalV) 00 G e Touod ftens rerreseui ampproximately
55 percent of the indax, with clchhing, houcing and miscellianeous items
comprising the remainiag %alence. The GCB is presently working on plans

to update the i.d:zx. !

Although there ure plans to lxprove the data collection procedures,
the movements of “he index .ince its establishment have reflected the
cost of llvirz in Lu Ywz with a reescnable degree of accuracy. The index
has been consistently cnlculsted and published regularly. Price changes
for the rest of Zellvia diverge somewnst irem La Paz, but not to a ‘
significant degree. It has ‘nerefore Leen consluded that the index can
be used for "olivia ouv.zide . ia Psz, ut laaoct until guch time ss
reliable natlonwile celary wad zost of living indices have been developed

-

and put into <o lect,

Since & 4C. vru?justment wes successfully put inte effect in December
1972, 1t was deexed advizable w0 postpsne the subsequent readjustment
based on the Li Paz cost of livir: index to Decrmber 1974. In the unlikely
event that a siznitricnnt warreney devaluntion shoald take place before

that dat2, tt vound e | ooerrpe B0 izain Y se 8 readiustuent primerily 2n
the dollar ecichiavra reve. ¥ais viol fs urlarstoocd end accepted by the
Caja Central nand whe o A,

9. Mortoege oo olienting Trasedres

Monthly mortza~e loan amor<i-ation mavments are payable on the
first of each mon*l. with n 1 aev grace pericd. After the expiration
of the grace pericd "ne “orr-say 13 nsgesced n nenalty interest of 3%
per annum on the too L e, 0 cobniandlng.

veal AVAILABLE ¢
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The method of handling delinquent losns by the S&L asgsociations in
Bolivia is much the same as that followed by good mortgege servicers in
the U.S. i.e. telephone calls, letters, personal contact, and finally
if all these fail and as a last resort, legal action leading to foreclosure

Mortgagees can be in arrears for up to three months without being
declared in defuull and also losing the life insurance coverage. Once a
loan is declared in default, v{ter three months of non-peyment, the
assoclation is authorized to take the appropriate legal action to evict
the delinquent borrower and suction off the house.

10. Delinquencies and Defaults

The Bolivian S&L System's record for delinquencies and defaults is
as follows:

Months in Arresrs 12/31/70 12/31/71 12/31/72

2 3k 60 63
3 23 33 35
Over 3 51 134 153
Defaults 1 R
=Toval Lloans ourstanding T o001 1,566 1,986
Delinquency ratio 10% 15% 13%
Default ratio 0.1% 0.264 0.6%

By the end of March 31, 1973, the delingnency ratio, measured in
terms of numbers or loans in arrears as a percent of portfolio, had
been reduced from 13% to 10.5%. While this would appear to be s high
ratio, if one takes the actual amount of principal and interest in
arrears as a percent of total mnrtgage debt outstanding, this ratio is a
very favorebl: O.7¢. It should also be noted that wnile the system had
a total of 15 loans in default ns of Merch 31, 1973, tr= system has never
had to resort to actual forcelosure and scle. They have found that once
the S&L's begin to take leral action against the delinquent borrowers,
these borrowers endeaver to bring thelr payments current and avoid
foreclosure.

It should elso be noted that nince the October 1972 reedjustment of

mortgage payments by U4C%, there had been an improvement in the delinquency
ratio and no significant change in the default rate.

1l. Use of AID Loan Iileraic Crrend

The present plan is to allocate the AID loen Interest spread in the
following manner:



39)

Savings and Loan Associations 5%

Caja Central - for Contingency Reserve 17

Caje Central - for generel reserves and surplus to
cover liquidation of long term debt
or for relending

Total Spread

AID interest on loan

Bk &l

Mortgege lending interest rate

When the grace period of the AID loan expires and the interest rete
increases to %, the allocation to the Caja of 4% for general reserves
will be reduced to 2.

In sddition the Caja Central plans to allocate the resources of the
AID loan to the savings and loan sssocietion in a menncr thet will provide
the newer end smaller S&L's with a greeter share of the new debt capital
at the concessionary terms. it is estimated that 70 of the AID loan
allocated to new mortgese lending will be distributed to the S&L's

==tecated onteddn af L Ron . the pemetndas mammm L L LT

e

“located in the ceplsel city.

12, Financial Aopralsal and Aralvsis of Operating Costs

The Tinancial stntemeut of th~ Caja Centrel end the individual
savings and loar associatinns have been reviewed for the years 1971 and
1972. The balance sheets. onersting statements, statements of condition
and supporting scredules are included in Annex C.

In analyzing the operating recults of the assoclations it beccmes
apparent that they are distinctly under-cepitalized. Underecapitallzetion
has forced them te adepe the golicy of pledging portions of thelr mortgage
portfolio to the Cuja Central in crder to generate funds to meet new
borrower demands. In eddiiion, the rssccletlons borrow from the Ceje Central
at rotes of 7 to 10%, the funds being used fer working capital or for Tinanc-
ing. At December 31, 1972 the associstlions hed pledged thelr portfolio to
the Caje Centrael as follows:

$b Bolivianscs COQ's —  Pledeed Pcrtfolio %
La Primern L, 605 31,627 15
Progreso G, 047 11,¢83 55
Promotorn 5,215 14,300 58
GuaEpay 10,355 *,,02 62
Tarijn 3,670 7,122 52
Potos{ 2,L45 3,754 65
ln Plata 1,97 3,87 Lo
La Paz 6,357 11,045 58

Paititl a6, 1,351 42
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Mortgage loans pledged to the Caja by the associations are
repaid by the asssoclstions at 11% interest on the same terms as the loans
originally made. ' In effect the practice of pledging the associations
portfollos to the Caje puts the Bolivian Savings and Loan System in the
position of operating as a mortgage banking operation, with the associations
recelving only 1% of the spread for servicing the loans. The
low level of savings in the smaller associations and the reduced portfolios
carried because of the practice described above, leaves little reinvestment
capital available to them. At the present rate of savings deposit growth and
lending activity, the assoclations cannot generate enotgh income to cover
thelr overhead costs and reserve requirements. This is demonstrated in the
cash flow projection for the entire system which discloses that at the
current level of operation, the system would generate negative cash flows
in each of the projected years througn 1977, at which point the entire
system would be unable to function finencially. (See Page 42)

The Caja operates on the net income derived from the interest
eerned on mortgages obtnined from the associations and the interest on the
working capltel loans made to the dssociations, less the cost of debt

capital obtained from outside services. The income generated is not
sufficient however to cover the administrative costs of the Caja. A review
_of the statements of operations for 1971 and 1072 rrvenls +hat AT

TaiUm aGoUEBuCe ElUivilar: uave UeiTeluded es incems items and” used to
reduce the deficit in 2271 and {s the scurce of the surplus shown in 1Q72.
Any surpluses generated from the insurance sctivity should not be included

as income to the Caje, but should be added to the insurence reserves.

Present cash reserves are inadequate to fully liquidate claims upo: the deain
or disabllity of policy holders. The limitation in the cash reserves

requires the Caja to assume the mortgages of the policy holders and make

the monthly payments.

Cash flow projections for the system have been prepared reflecﬂihg
the enticipated incresses in savings levels and the additional capital to
be provided by the AID loan and tne 0B loan. A schedule of the generation
of reinvestment funds frcm the smortization of mortgage loans has alsc been
provided. As can be noted from the cash flow projections, major additionel
mortgage lending levels made possible by the AID and GOB loans durirp the
years 1974-1977 will nrovide reflacs of cerital from lnterest payments and
principal amortizatlon thst will allow for reinvestmcnt funds rstimated at
$b.20 million oF addlticnnl lending cspitel in 1976 ~nd correspordingly

greater levels throush “hie wrojectien Terisd to establish a -permanent source
of lending capital. srlictea 'n the lags mrojected year, oo tiauidity
will be adequaie Lo prov: s Some 0 omillic, tesos for IS ©ilLl provic-

the necessary recerves Tar centingoncies, ard for rowriizubion o (- long
term debt that must be met beginning in 19%4.

In order for *the associations to be Clarncielly viable, the nces-
sionary terms of the ALD &nd 0B loons must Ye passed on t- the zsscrittions
to the extent feasivle. ‘Ine sasozlatfons’ spread on tv ir losns fres the
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CajJa must be sufficlent to cover operating costs, nllow for reinvestment
capital and establish reascnable reserves. At cthe currenl rate of 127 on
mortgages, the associaticns should be granted an interest rate of T on AID
loan funds. This would glve the associations a 5% spread on their AID loan
funded mortgage portfnlio. It would then leeve a 7% factor with the Cajs
to be used to meet the ATl loan debt service, establish adcquate centingency
reserves and funds to liquidnte 1ts long terms debi. Since the Caja must
absorb the monetary correction on the AID loan in addition to the responsi-
bility of liquidating the AID loan and the GOB loan, and will be faced with
meeting any shortfall between tlhie veriodic readjustaent of mortgages and
the level of devaluatioa, should it ocvur, the rationale for retaining
relatively large reserves in the Caja is justified.

Operating costs or the srstem have been reviewed and appear reaso-
nable in view of the severe {inrnciel constralnts within which most of the
assozlations have Leen forced tu operate. From the analysis it appears that
several of the assoclatlons do not have incurance or are under-insured
against lorses of fixed assets and-other forms of irsursble loss. With the
edditlonal income generated Trom expanded cperations, the associations
shouid survey their lnsurance needs and obtain adecuate coverage.

oo

-Advertising expenses for 1971 ard 1972 incurred by the “agssoeiaolsirs s

totsled 3$b.134,557 and $v.1C7,125 respectively. This reflects in part the
relatively 1w caphasls pleced on sevings promotion by the'associstions in
the past, and the “ack of funds to engege in promotional activities. Both
of these problems are addressed by the ALD loan.

The financial stetements of the Caje Central and the Savings and
Loan Assoclaticns avppear to be reasonable meosures of their financiael
positions. Analysis of the financial data discloses the weaknesses in the
system which tue uroposed ATD loan eddresses.  7he projected cash flow
statements and projected stotemerts of condition indicate that by 1082 the
ystem wils be in e sound {'nnnclal positvion and will be fully capable
meeting the AID and GOB debt tervicing requirements.

13, Justificetinn for ATD Toean Terms

For the purpose of deanrmin:ud appropriave repayment terws on

the AID loan, alternctive cusi Tflow proujections have been prepared for
the years 1937 o 3920 (‘~/\ yeaTs into tio prinecipal-emortizatien
period). While Fov. wu3nz ¢ © civeunctaps = 10 o 14 yoars i, the fusure
are by their very nvar: ,'t;ly drerestaln t8 unt Sspesulative - and
particularly so - Sollivic, :u: 'f,:xu;:‘u sugpects that uhe project
can support hard-s berms wouzn S10's most concuzsional and stili achieve
a position of rinanr-ad oalenyusficicrcy, T ansocoing She eftfectis of

alternative terms, the Lasic criteprien was =aat the effect of the terms
should not rcsult in a amtraction of mort age lendingz operations.

BEST AVAILABLE COPY
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Projections have been prepared based on loan terms of 2% - %,
30 years, 2% - 3%, 30 years, and 2b - Wb, 20 yeers (see page 4lb). As
can be noted from comparing the three alternatives, terms of 2% - U%,
30 years are necessary to provide the system with a debt service
burden soft enough to allow for sufficient liquidity to meet current
obligations, maintain mortpgage lending requirements and a reserve to
meet unprojected contingencies.

The less concessicnel terms of 2% - h%, 20 years as projected
indicate that the system would be required to reduce mortgaege lending
levels beginning in 1988 to offset the cash drain imposed by the
heavier debt service burden. The reduction of lending levels to meet
current cash obligations is a problem that the proposed AID loan is
intended to solve, and the imposition of harsher loan terms would have
the possible effect of reinstating the problem during the amortization
period of the loan.

Another factor which argues for not imposing any greater financial
burden on the system than necessary is the fact that the above-mentioned
projections are based on reaching the optimal savings growth level of
U. S. $9 million by 1982 and on net savings growth of $1.2 million per
year thereafter. Inasmuch as there is no assurance that the system is
more likely to reach the optimal rather than the $5 million survival
level.ofsevings attraction, and since we are speculating ebout finoncisk

results 15 years in the future 1ln a country not known for its long term
pexrspective, the Project Commlttee believes that prudence dictates the
use of terms whicn will maximize the pocsibllity that the system can
achieve a position of financial self-sufficiency in the event that our
assumptions regarding savings growth prove to be overly optimistic.

The Capital Assistance Project Committee therefore considers the
granting of 2% - h%, 30 year terms to be a vital element in the proposed
plan to put the EBclivian Sevings and Loan System on a sound financial
basis.

It should be noted thet wiitile the Caja Central is privately owned
and operated, it is carrying out a quasi-public function in regulating/
supervision and in providing central banking fecilities for the S3L's.
The nature of the role wculd not be materially changed 1if the Caja were
publically owned-and operated. Also, althouzh the Coja and the mutually-
owned S&L's are private, they are also not-for-profit concerns whose
surpluses are utilized to expand the volume of middle income ?ome fin-

ancing.



Pesos Bolivianos 000's

TERMS: 2% - 3% 30 Yeers
Totsl Scurces of Cash
Morogoge Lending Level

Otl:izr Cash Requirerents

Cash Surplus Availsble for
Contingencies

TERS: 2t - 4h 30 Years

Toiul Scurces of Cash

Fortouge Lending Luvel

Other Cash Roquirencnts

Cash Surplus Availubie for
Contingencies

TFRIS: b - Wb 20 Yeers

Teval Sources of Cush
Morigage Lenaing Le\el
Oiii2r Cash Requirement

Cash Surplus fLvailable for

Centingencies
[ ]

BOLIVIAN SAVINGS AND LOAN éYSTEM
EXTENSION OF CASH FLOW PROJECTION

TO 1990

1983 198l 1985 1986
167,937 179, hak 192,058 203,258
686,000 so,ogo go,ooo 80’008

3,0L9 71,165 1,912 86,95
1h3,059 151, 165 161,912 166.99
24,958 28,259 30,146 36,264
167,987 178,659 190,528 2CC,963
80,0 85,000 80,000 ‘ 20,000
63,914 71.930 82,677 67,759
143,815 151,930 102).677 1€7,759
24,173 26,729 27,851 33.204
167,987 ' 1£2.62h 176,598 183,06€
80,000 5,000 20,000 8o, 00C
69,779 77,895 83,64z _93.12
149,779 157, 895 168, Gh2 173, {2k
18,208 14,799 9,956 9,34k

1987 1988 1989
216,689 237,794 2l1,907
Soioog 1oojooo 100, 000
92, 07 98,258 102,540
L., €13 39.536 39,367
213,629 233,969 237,317
80,000 1C0, 000 100,400
218241 99,023 103, 305
172,851 139,093 203, 385
40,788 34,946 3k, oz
189,769 204, 14h 201.527
80,00 100, 000 100,000
98,805 104,988 109, 270
"175, 506 20k, 538 ‘éﬁé‘fe 70 _
10, 963 {84Y) (7,743)




Pesos Bolivianos CCllg

SOURCES OF CASH:

Cash on Harg

Lean Portfolicléc
Liisurance Activit
New Savings Depos
GO¥ Loan

tivities
ieg
"y

itz

Ciner

UTILIZATIO! CF ~asz:

Orerating Costs
- Portfolio fetivities

Reserve Requirerents
Dividends

GOE Loan Amortization
Othier Loan Fepayrents
Other

Total Cash Utilized
Cash Flow (Deficit) =
Cunulative Deficit

'BOLIVIAL SAVINGS Al LoAN sysTmy

CASH FLOW PRC JECTION
AT CURRENT OPERA "13G LEVEL

073 =177

1973 197k

11,796 -
26,743 22,106
2, 709 2,911
1,836 1,996
34,000 6,0CC
3,809 182
86f8§§ 33,195
9,909 10, 621
53,005 10,223
2,723 18
8,228 4,500
1,080 1,860
8,816 8,817
6,654~ 84
0,115 35,313
9,522)  3,121)
9,522) 12,643)

13,947

256
3,048

8,97¢
9,197
84

35,511
(6,572)

(23,950)

(en
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C. Economic Analysis

1. Estimated Middle Income Housing Demand: Economic Soundness
of the Project

As indicated in the section on the urban sector, the rapid
rate of urbanization between 1950 and 1970 has created a large urban
housing shortage. The Ministry of Urban Affairs estimates a current
urban housing deficit of 100,000 units. Absent any data on income
distribution, the Mission’s best estimate of the lower to upper middle
income group (the general market focus of the Caja Central) is that
it constitutes approximately 10 - 15% of the urban population. Assuming
that the housing deflcit is distributed fairly evenly among the various
income groups, the urban shortage or need within the middle income groups
is entimated to range somewhere between 10,000 and 15,000 units.

A more meaningful measure for purposes of the loan, however, is
effective demand for middle income housing. Here we have two indica-
tors: (a) the system’s experience in selling the houses it has built in
the past; and (b) the backlog of projects end applications currently on
hand. With respect to the houses built by the system in the past, the
CajJa Central indicates that a very eager and receptive market has been
found 1in all cases. A survey o1 interest for the Los Pinos HIZ rxoizz

m—dn.To-Tau, for exarple, turnced up more than twice as many potential

buyers (2,000 plus® ae the number of units to be built.

With respzct to the backlog of projects and applications on hand ,
the Caja Central “ss provided data indicating that there are currently
projects with elizible buyers totalling 1,185 units estimated to cost
approxirately U'S { 6,900,00C. A breakdown of these projects by tyve,
size and location is presented in Annex D.1. Based on this demand date,
1t is believed thzt the AID loan funds will be used promptly and that the
system vwill find a ready market Tor the estimated 4,200 houses projected
to be huillt by the system over the next decade.

In addi:iion to these figures, the Consejo Nacional de Vivienda
(CONAVI) estimased that the demand, for urban housing in 1972 wvas 3,527
units of which 3,544 (apuroximately 6u%) represented demand from ~he
lower income cector and 3976(upproximecely b0%) represented demand from
the middle income group. These figures suggest that the demand for
middle income, urban housing in 1972 was over thrce times the number of
units planned for construction under the ATD loan. ’

2. Project Contribution to the Feoncmy

a. Employment Effeecss

Cost records or the Caja Central indicate that 21.2% of the
cost of all housing projectu it sponsors is expended ror labor. The
CaJa Central also estipmatec that & total of 51.8% of the cost is spent
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for material both native and imported. The remaining 27% of the cost
represent design, supervision, administration and profit.

1) On the Site Employment

Based upon conversations with the Camara Boliviana de
1s Construccidn and the technical staff of the Consejo Nacional de
Viviendas (CONAVI), it is estimated that 30 man months of labor are
required for the constr -“ion of a $5,000 composite unit to be financed
under the loan 1/, Hence the total $6,SO0,000 brogram fund represents
the construction of 1,300 units each requiring 30 man months to con-
struct. Therefore, the overall employment effect is the creation of
3,250 man years of labor through the construction activities to be under-
- taken. :

2) Employment Derived from Material Manufacture

The employment component derived from the manufacture
of construction materials is very difficult to predict. In order to
illustrate the general range of such employment effects, hovever, several
assumptions have o be made: first, that both imported and native
materials generate the f2me rate of second level employment ; second,
that in the manufacture of g1l materials 40% of the cost represents labar.
and the remaining 604 2 rav materials; and third, that all labor em-
“pioyed in the manufacture of construction materials in Bulivia receives
8n average wage of $1.50 per day.

Usirg the Caja Centralls figure of 51.8% of the cost of
all units as expended toward materials, then the total material. cost for
the loansis 51.6% or $6.5 million, or $3,367,000. The labor component
of this material cost would be hop or $1,346,800.  Or. the basis of an
annual salary of $470 per year per laborer, this represents 2,85 man
years of labor.

1/ It is estimated that it woulg require 4 skilled and 6 unskilled trade
workers to complete such a composite unit in 3 months working witnout
interruption., For the three months period, it is estimatad that there
would be TG preductive dnys. The wages of the skilled workers are

$2.00 per day or a total of $608. Those of the unckilled are $1.00 per day

for a total or $hs56, Total lnbor cost per unit therefore equals $1,C64
which represents 21.3% of the cost (as opposed to 21.2% recorded by the
CaJa Central.)

n

i/ It 1s realized that there are tertiary effects on employment in the
production of ray metorials, However, for the burposes of this paper
these effects have not been considcred becruuse they would be difficult
to quantify,
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3) Administrative, Engineering and Other Employment

The remaining 27% of project funds which will be dis-
bursed for enginecering design, construction supervision, administration
of loans, contractor white collar and technical personnel etc., will
also generate some employment in these areas. The extent of this em-
ployment agaln 1s hard to predict without making some very general assump-
tions, and the resulting forecast will be necessarily crude. This is
true because of the variance in the salary range of personnel included in
this area, and because 10.8% of the total cost is estimated to be the
return on investment for the contractor in the form of profit.

Tt is assumed that a weighted average of the salaries of
the group in this area of the project is $200 per month or $2,400,
ver year. This includes engincers and architects who may earn $500 per
month and administrators earning $300 per month on one end of the scale,
and secretarial help, constructizn inspectors’® helpers and messengers
who earn $100 a month or less. On that basis, 27% of project funds or
$1.75 million asre disbursed in this area, or 731 man years for the total
life of the project.

4) Summary

in the following table:

. Employment
Cost Breakdown  Effective Cost Man/ Generated in
Component b 3 % EN " Year Man Years
On site labor 21.2 1.378,000 100 1,373,000 Lok 3,25C
Material derivative 51.8 3,367,000 4O 1,34G, %00 470 2,75
Admin.Eng. & Other 27.0 1,755,000 1CO 1,'(55,0002,400 731
Totals 100.0 6.500,000 L, 479,<00 6, CHO

5) Comparison of Projected Employment Effects with the
Program Loan '

Data available as of May 1, 1973 for the Program Loan
shows that for $8,173,036 disbursed for projects financed uncer the
Program Loan funds, a total of 71,315 man months of employment_ (5,943
man years) were gencroted. This tigure is strictly for on-site cm-
ployment as monitored in *he_tield. This indicetes that far every
$1,375 expended under the Fpozrum Loan, one man year of employment has
been generated so far.
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A similar computation for the projected Cajn Central
Loan yields a figure of $2,000 for every one man-year of employment
generated. The difference is not surprising in view of the fact that;
the Program Ioan was conceived primarily as a public works program
designed specifically to create a maximum of on-site employment with a
minimum of design, enginecering and start-up costs, whereas projects to
be financed under the Caja Central loan will have greater design, en-
gineering and development costs and will likely have a higher capital
to labor ratio due to relatively more efficient methods of construction
and labor utilization employed by the private contractors.

b. Potential for Savings Attraction
1) Financial Intermediation

The deepening and broadening of the structure of
financial intermediary institutionsz would appear to be a basic ingre-
dient of the process of cconomic development. Savings mobilization
in the institutions of a formal intermediary institution permits the
use of interest rate policy to attract savers who would normally hold
wealth in the form of money.  This high liquidity preference is
ciearly evident in the Bolivian case where the income elasticity demanc
for money has been approximately 1.3 for the last ten years. However,
this ratio has declined somewhat in the period since 1965 as the c¢ow-

mercial banks have charply increased their savings deposits and as the

S&L system and the credit cooperative systems have attracted increasing
amounts of savings (sec'.Page 48). The importance of this trend can
be further seen in the relative incrcease in savings as a proportion of
demand deposits and currency (sece Page 48). Studies by George G.
Kaufman and Cynthia M. Latta }/ appear to indicate that the income
elasticity of the demandiibr money is inversely related with the depth
of financial intermediation within the economy. If this is correct
then coincidence between the development of the S¢L system and the
increased savings level in Tinancial institutions would seem on the
surface to corroborate their findings.

2) Growth in Domestic Savings

We have assumed on the basis of the 1965 to 1972 period
that savings will grow ut an average annual rate of 10% between 1973 and
1982,  This would imply an ineremse in the marginal rate of savings
from 3.3% prevailing in 19G% - 1971 to a rate of 8.7%. " This savings
growth increase reflects an average grovth in the economy of about &% in

i/ Cited in Deena R. Kh-thichate- Analytic Basis of the Working of
Monetary Policy in Less Developed Countries., IMF Staff Papers
November 1972,
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real terms. A per capita income growth rate of about 3% per annum

is estimated for tkriperiod in the GOB's Feonomic Plan.l/ At the average
rate of growth of 6%, the GOB estimated the internal savings level

would double in the 1973-1982 period.

Financial institutions during the past 10 yeas have
made increasing efforts to attract savings as the economy grew at an
avefage annual rate of 7. These =fforts of commercial banks, savings
and loan associations and financial cooperatives generally competed for
these savings. As a result, the informal financial market became less
useful as the intermediaries provided increased security and liquidity
to savers. Although the informal market still exists, it is believed
that the volume of resources available has declined necessitating no-
minal interest rates ranging in the 4O% to 50% bracket 2/. This di-
version of savings to the formal market, it is believed, has contributed
to a more efficient allocation of financial resources, whereas, the in-
formal market provided mostly short term loans for consumer goods pur-
chases, the financial intermediaries have attracted and used these funds
for productive and social investments on longer terms.

The S&L associations in competing with other financial
institutions have a number cif advantages including exemptions from legal
reserve requirements, exemptions frcm all national and international
—tevec.ond-it is the only institution to offer monetary correction which
means that the effective interest rate on deposits offered savers can be
substantially higher than other financial institutions. The reduc*ion
in intermediation ccsis due to the exemptions from the legal reserv
requirements and taxotion permits the associations to lend at rates 127
to 15% below normal Yank lerding rates. These factors are expecied to
contribute substanticily to the ability of the system to attract incre-

mental savings in future yeazxrs.

Given the positive edvantzges of the Caja Central system
combined with the expected growth in total market savings, it is believed
that the institution should ve able 1o capture 125 of the 1982 savings
market. Moreover, in comparison with the 1971 savings market shares of
19% and 17% which had bteen captured by the S&L systems operating in El
Salvador and Peru rempcectively, this 12% murkel percentage is relatively
small, Combined with the relutively conservative estimate of saving
growth in the cconomy, the Caxja Central should not require further ex-
ternal assistance in rcaching n self-sustaining level of operations.

E/ Five Year GOB Soclal nul Reonomic ¥ian,1973,CONEPIAN

E/ "Capital Market of Bolivia", Study done under the auspices of OAS,
unpublished, 1973.
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SAVINGS COMPONENT OF MONEY SUP™
(In Millions of Pesos)

Money Supply §EXEE§E Percentage
December 1963 664.7 13.3 2.0
December 1964 800.1 ‘ 21.2 2.6
December 1965 992,8 .32.0 3,2
December 1966 1.113.5 6k.0 5.7
December 1967 1.146.3 104.0 9.1
December 1968 1.231.5 17h.2 1,1
December 1969 1,344 .0 252.6 18.8

wermr ) o gt 5. T T Sy A b &y e P19
December 1971 1.699.2 41,0 25.9
January 1971 1.690.8 453.5 26.8
June 1972 . 1.777.6 540.0 30.4
December 1972 2.152.6 5hs.2 25.3
January 1973 2.105.5 552.1 26.2
February 1973 2.101.3 559.8 26.6

Source: Banco Central, Boletin Estad{stico 208



LOAN PORTFOLIO OF PRIVATE COMMERCIA!, BANKS

Type of Loan

Commercial
Industry & Artisans
Construction
Agriculture

Export

Private Individuals
Other

Total

Luree: _Central Bank of Bolivia

(In Millions of Pesos)
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1965 1966 1967 1968 1969 1970 1971 1972
78.6 110.k  128.4 137.5 148.5 165.3 189.7 25h.3
38.1  63.7T 8.0 119.5 139.9 1845 23h.2 355.6
0.k 0.2 0.3 0.5 5.9 6.6 7.1 11.5
5.6 8.0 1k.1 - 24.8 58.5
1.k

T4 138 164 1705 19.7  25.5 27.9 hG.o
6.9 8.1 12.1 3.3 9.0 0.9 1.9 TI.T
131.k 196.2  245.2  283.9 331.0 369.9 1487.0 T96.5

PROJECTION OF INCREMrNYAL GROWTH IN REAL GNP

Incremental

Increase in
GNP
193 617
197h 654
1975 686
1976 T21
1977 757
1978 T9k
1979 83k
1980 876
1981 920
1982 966

AND SAVINGS: 1973-1952

(Millions of Pesos)

Incremental
Increase in
Savines
—————— s

61.7
65.4
68.6
T2.1
5.7
9.4
83.4
87.6
92.0
96.6

fource: Economic Section USAID/Bolivia.

The level of annual savings growth
by S&L system needed to obtain 127

of total savings market by 1982

=

oo
HOnWwKH-330wWwm

1i.
13.
15.
18.
19.
20.
a2,


http:INCR:4rPj.AL

1963
1964
1965
1966
1967
1968
1969
1970
1971
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BOLIVIA: DOMESTIC SAVINGS IN FINANCIAL INSTITUTIONS

(In Millions of Pesos)

Commercial Savings & Change in Savings

Banks Credit Unions Loan Assoc. Total Absolute Relative

2 i

12,0 82 2.6 18 1k .6

19.5 T2 7.6 28 27.1 12.5' 86
29.4 56 23.1 by 52,5 25.4 ol
59.8 5k 51.6 46 111.4 58.9 112.
97.8 56 70.9 ko 7.3 + 176.0 64.6 58

SO - AUOVIR -1 SRS - U0 § Y S S~ R

2.1 68 97.3 27 16.0 5 355.0 91.6 35
3184+ 71 108.1 2k 2.3 5 L48.8 93.8 26
ho2,6 T4 22.7 a1 30,3 5 575.6 126.8 28
5k5.2 76 1464 20 29.1 4 720.7 k5.1 25

1972

Source:

Eeonomic Section USAID/Bolivia.



51)

3. Availability of Labor and Construction Materials

a, Labor

The Ministry of labor of the GOB estimates that there are
approximately 25,000 building trades workers 1/ in Bolivia. Of this
total, 14,000 o~ 56% are located in the La Pagz area; and the remaining
11,000 or Lhg are distributed over the rest of the country. Only 25%
are considered experienced masters of their trades, another 25% are con-
sldered adequate professionals and the remaining 50% consist of apren-
tices, helpers and trade laborers. -

Conversations with the Cémara Boliviana de Construccidn
indicate that this volume of skilled and semi-skilled workers, and its
geographical distribution, is basically dictated by the demand for these
building trade services. It was stated that this work force has in the
past expanded or contracted to meet the level of demand, and that its
geographical distribution has varied depending on the location of the
construction activity. This elasticity is expected to continue in the.
future, . :

Caja Centralts rrcords indicate that the range of their
mortgages is from $5,000 to $8,500. The Cdmara Bnoliviana de Constriec
e o emearTRE o 22a 90 mdnemontns ot lasor o Cousiruct a

$5,000 house. If the total project funds of $6,500,000 were to be dis-
bursed for these units alone, then a total of 1,300 houses would result
over a three year period. The required annual labor force then would
be 1,083 workers, or L,3% of the total available force countrywide. On
the assumption that 70% of all project funds will be disbursed in the
interior (outside the La Paz area), then the labor force required in
areas. other than La Paz would be 758 workers or 6.9% of the total interior
force. It is likely that a labor force geographical re~-distribution may
occur as a result of construction activities Ooutside the la Paz area to -
further reduce this percentage.

In any case, the impact on the labor force is considered to
be minimal, and there is little likelihood that the availability of labor
would become a constraint on project implementation.

b. Construction Materials

The volume of native materials required for the project
is essentially that for conStructing L, 3C0composite units costing

E/ Masons, plasterers, painters, concrete Tinishers, carpenters, steel
workers, electricians end Pplumbers,
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$5,000 each, or an average of 433 composite units per year. It is
estimated that one third of all project construction will be high-risc
multifemily buildings and the remaining two thirds will be single family =
housing units. The material requirements for the composite unit re-
presente the project requirement as a whole.

The Caja Central's records indicate that 32.1% }/ of the
total cost of all housing which it financed in the past was expended
toward local materials. For the composite $5,000 unit, this would
represent $1,605. Following 1s a projection of the annual volume of
construction materials that will be required:

Per Composite Unit Material Volume Total Vol.
Material - % Cost $ Cost Unit Cost Comp. Unit 533 Units
Brick b1 £05 0.20 ea. 1,025 547,000
Cement 8.0 400 40.0/ton 10 5,330
Wood 8.2 410 0.20/bd/Foot 2,050 1,092,000
Aggregate 3.19 159.50  5.50/M3 29 15,467
Gypsum 2.24 112 $25/ton L.48 2,390
Limestone 0.75 37.50  $25/ton 1.5 800
Paint 2.02 101 $4.5/gallon o4 k4 13,037
Roofing Tiles 2.29 114.50 2.00M2 57.0/M2 30,400
Wire and Nails 1.31 65.50 0.70/Kilo ol 50,000

Totals 32.1 1,605 .00

These annual volumes represent a small percentage of, and will have very small
effect on, the national procuction capacity of these materials. The follow-
ing is a brief discussion of the availability of some of these materials which
illustrates the small effect of the program on overall capacity:

Bricks and Tiles: Alihough no exact statistics exist on the
production of bricks end tilerc, zach major city in Bolivia has at least
one, and sometimes two, large factories producing anywhere from 20,000 to
200,000 units per day. Many small independent producers also share in
the market. There hos been some reluctance on the part of factory owners
to disclose their production Tigures for fear of taxation. It is quite
apparent, however, that the S5h7,000 bricks and 30,400 square meters of
tiles required by one year cf program construction represents one or two
days of national production.

l/ Caja Central breakdown is as follovws:

Labor 21,2 Supervision 1.0%
Iocal Materials 32.1 * Overhead 14.6
Imported Materials 19.7 Profit 10.6

Design 0.8, Total 100.0
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) Cement:l/ The current cement production capaclty of Bolivia
is 265,000 tons per year with a projected expansion to 380,000 tons by
1975 and 490,000 tons by 1978. National cement consumption in 1972 was
only at the level of 150,000 tons. Plans are now being finalized for
the export of approximately 3,000 tons per month to Brazil., The pro-
Ject requirements of 5,330 tone per year represents less than 4% of the
national consumption and about 2% of the 1972 capacity.

Agpregates, Limestone and Gypsum: These native materials
are avallable in natural deposits throughout the country.

Timber: The main sources of timl-r in Bolivia are located
in the Santa Cruz area, Tarija and Los Yungas. The industry's current
capaclty far exceeds the native demand, and much of the timber from Santa
Crw and Tarije 1s exported to Argentina. Price levels are maintained
through production controls ilmposed by the industry, bhut no production
statistics are available. The one million board feet required annually
for the program sve estimated to represent a small percentage of the
national capacity and should have little effect on it.

Imported Materials: The Caja Central estimates that 19.T7%
of the cost of construction will be for imported materials. These in-
clude reinforcing stecl, aluminium frames. galvanized metal  elantwinni.
“wiring ano 11xsures, plumbing supplies and other hardware. Availsble
stocks of these materials are normally elastic enough to meet the demand,
and Inventories in these ltems are likely to increase when a new project
1s announced.

In summary, the construction material requirements of this
project loan constitute a small percentage of the general market demand
and no shortages are expected in either the native or the impoirted por-
tion of these materials during the life or the project.

L, Occypational Groups Benefittcd Ly the S&L System

A 10% sample of the total loan portfolio of the S&L system
revealed the following distribution of loans by occupational groups:

l/ Data on cement was obtained frcm the three producers and their
future expansion plans: Cemento Viacha (La Paz), Cemento Sucre
(Sucre), and Cemento COBOCE (Cochabamba ).
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Teachers 11.66%
"péenicos” 11.22%
Engineers 9.86%
Public Servants 9.42%
Merchants 9.k2%
Artesans 8.52%
Accountants 8.08%
Doctors 5.84%
Lawyers 5.38%
Businessmen 5.38%
Economists 4.93%
OtLers 10.29%

Another study of the average income of home owners from the system
through 1972 indicates that 82% earned between $b.2,000 and $b.5,000
per month. ’
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D. mEnvirommental Considerations

l. General

The envirommental implications resulting from construction
activities financed through project funds will be of second or third
level actions, removed in time and space from the original disbursement
that will be made to the Caja Central. In as much as these funds will
be exclusively utilized for the construction of dwellings, either
individually, grouped in hcusing projects or in highrise multi-family
buildings, the potential environmental disturbances are relatively easy
to predict and wlll be addressed and tested below.

2. Assessment of Potcntial Immact

The shoxrt term environmental impact, essentially during the
construction stages, are going tc be limited in effect and of short
duration in most instances. This type of disturbance is not going to be
new or novel and most comunities undergo similar disturbances on a
continuous basis.

The long term impact may be evaluated in the following terms:

(37_ Adverse effects on existing natural resources and ecological
systems: in all cases, conservation of existingland resources will be
observed, and all existing vegetation, folliage and ground contours will
be preserved to the maximum extent possible. Architectural treatments
envisioned will be in hermony and will be designed to blend with the
existing surroundings.

(b) Adverse consequences to the effected communities physically
and culturally: in the case of individual dwellings, no danger of
adversely affccting the cammunity exists. In the case of multifamily
buildings, without exception these will be located in densely populated
urban areas where similar cdifices exist. In the case of housing
projects, housing sites will be located in newly developed areas and
the price structure will essure a wnilform and homogeneous cultural blsnd
with no ad.erse cultural effact,

(e) The introduction of pollutants: in the case of single
dwellings and multi-family buildings, no such potential exists since
these will be introduced into =xisting communities with already
functioning environmentel creoiaction sveotems. In the case of newly
conceived housing projects, environmental protection systems such as
adequate drainage, trarfic distributicn, landscapng, sznitary sewerage
and solid waste collection and disposal systems, will be included in
project plan and will be compatible with already existing surreunding
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systems. No project without these and other applicable features will be
approved for finencing by the Caja Central or any of the S&L associations.

3. Commitment of Resources

Resources that will be irreversably committed as a result of
this project will consist exclusively of land for housing sites. Land
thus commiivted will be either in areas already being utilized for this
purpose or frun others that offer no particular industrial or commercial
potential.

In all cases, such land commitment will include allocations for
recreation and other public areas consistant with the size of each
housing tract and 1its projected future expansion.
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SECTION III - LOAN ADMINISTRATION

A mnlemntation Plan

1. Target Dates
ae Execution of the Loan Agreement and GOB Guaranty

The proposed loan program has been developed in close
cooperation with the GOB and the Caja Central. All significant issues
have been resolved. Therefore, no unusual delay is foreseen in negoti-

ation and drafting of the loan sgreement and the required GOB guaranty.
- These documents, which should be executed simultaneously, could

reasonably be signed within six weeks followlng loan authorization.

b. Condltions Precedent to Initisl Disbursement

Conditlons precedent to initial disbursement could reasonably
be met within two months after the loan 1s signed. The officers and
staff of the Caja Central are experienced in the ways of AID and have
been able in the past to meet AID requirements promptly and effectively.
The basic elements of the S&L promotion plan to attract savings have been
developed. The baslc decisions required by the necessary conditions

~precedent have been taken and staff work 1s well under way.

2. Plan for Technical Assistance

The Caja Central has proposed a technical assistance plan which
should strengthen the operations of the S&I System in areas of relative
weakness and provide additional expertise to better implement expanded
system activities.

Loan funded advisors will be engaged during the latter part of
1973 or as soon as practicable. They will be obtained from such
organizations as The Savings and Loan Foundation, Inc., the U.S. Savings
and Loan Leapue, and the Interamerican Savings and Loan Union. Advisors
wlll be sought for each of the following ereas:
- Publicity, promotion and public relations
= Accounting
- Mechanical accounting systems
- Administrative systems and personnel management

- Project evaluation, appraisal and technical supervision of construction

- Finance
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, Presentation of a plan acceptable to AID for obtaining and
utilizing this technical assistance, together with a projected budgct
will be a condition precedent to initial disbursement.

The cost of obtaining the services above is estimated at
Us$100,000, This amount has been provided in the proposed budget for
the Caja Central and will be funded by the AID loan.

3, Plan for Staff Training

The CaJju Central 1s planning to provide training for S&L System
personnel in the following areas:

| « Accounting , - Pﬁblic relations
- FMnencial analysis - Publicity
= Project evaluation = Admlnistrative systems
- Project supervision -~ Personnel management

Key personnel will be sent to participant training in other

ahmtdn Ao LI Gl Giis bew DuauEs e AN eXtensive start
training program will be initlated using seminars, treining courses and
conferences within Bolivie. Instruction will be given by experts from
orgenizations such as the National League of Insured Savings Associatlcns,
the U.S. Savings and Locn League and the Internatlional Savings and Loan
Union, as well as by qualified senior personnel of the Caja Central and
the Bolivian S&L associations. A final version of the training plan
acceptable to AID, including firm execution dates, will be required as

e condition precedent to initiael disbursement.

L, Procurement
a. General

Dollar procvrement will be made frcom geographic code 91
countries in accordance with standard AID procedures, The bulk of the
loan fun ds will be used for local currency expenditures by the Calja
Central or the S&L associations in an intermediate credit institution
(ICI) relationship with the Caja Central. AID policies as they relate
to local currency expenditures and ICI expenditures will be followed.

be Accounting Equipment
Members of *the finsncial depertment of the Caja Central have
surveyed the equipment needs of the CajJa and the Assoclaticns, and have
solicited recomendations from the local representatives of I, NCR and
Olivettl regarding levels of mechanlzation needed in the sysiem. Based
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on these surveys it is estimated that the Caja and the associations will
require about $180,000 of accounting equipment to attain a level of
mechanization that will support the expanded level of savings and mortgage
lending anticipated under the AID loan.

At present only'ha Primera utilizes machine accounting for process-
ing and meintaining loan records and for posting dividends. All other
associations retsin manually posted loan ledgers and make manual calculations
of dividends for posting to savings ledgers. Also there is a lack of general
office equipment such as calculators, typewriters and adding machines.
Although a specific equipment list has not been formulated, the Caja has
concluded that each S&L should have as a minimum, data processing equipment
thet will update and post the mortgage loan ledgers and maintain the general
ledger and savings ledger on a current basis. The equipment should also
have the capability of calculating and posting dividends to savings ledgers.
Accounting machines are available from the U.S. Manufacturers represented
in Bolivia that can provide these functions below the computer level.

Ircluded in the technical gsslstance portion of the AID loan are
furds to provide for a technician to develop a program for the mechanization
of the S&L accounting system tnking into consideration the expanded activities
in the system, the communication limitations in the country, and the software
and maintenance services available in Bolilvia.

mb———re e

B. Disbursement Procedures
T

Tt is antlicipated that initial disbursemerts of US$500,000 will be
made to the Csja Central upon satisfaction of the necessary conditions
precedent., Subsequent disbursements will be made to the Caja Central on a
reimbursemepi basls as funds on hand are expended for allowablie project
costs or passed on to the associations in accordance with the ciriteria for
utilization of AID loan funds described in Section I.A.3.

(. USAID Monitoring Responsibilities

Primary implementation and monitoring responsibilities wilth the USAID
Mission will rast with the Oifice of Capltal Development. Within this
office, a loan officer will work clos=ly with the experienced local hire
housing advisor. They will maintein close contact with the Caja Central to
ensure full compllance with the Lcoan Agreement and implementation letters,
and to ldentify and resolve gny implementation. or policy problems which may
arise. They will algo coordinate the activities of the mission offices men-
tioned below to the extent that they affect thils project.

The Mission controller will assist the Caja Central in compliance with
AID disbursement procedures.
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The Mission Engineering and Transportation Division (ETD) will
perticipate in Misslon project reviews, ETD will also assist as requir-
ed in preparation of equipment lists for AID financed forelgn currency
procurement. ETD will spot check construction projects from time to
time to verify the engineering capacity of the individual S&I associations
tnd in the case of large multi-story structures, will informally
verify the adequacy of engineering shown in the plans.

In addition to the mission officers mentioned above, it is anticipat-
ed that e full time engineering inspector/advisor will be fund=d by the
Caja Central in connection with the Los Pinos Housing Investment
Guaranty (511-HG-0O4). He will receive administrative support from the
mission, and should prove to be a useful souce of advice ard assistance
with respect to thils loan program.

D. Renorting Requirements

The following reports shall be submitted by the Caja Central:

l. Annusl

4y P

a. Annual sudit report, prepared by an lndepenaent auaitor
acceptable to AID.

be. Annusl finencial reports for the Caja Central and the
individual S&L associations.

2. guarterlx (may be combined as appropriate)

a. Comparative data on movements of deposits, savings and
withdrewals for each S&L assoclation.

b. Comparative data on mumber of savers in each S&L association.

ce. Number, amount and purpose of loan applications (i) received
and (11) epproved by each S&L assoclation.

d.  Progress on construction and nmumber of workers and
professionals employed in construction financed by each S&L assoclation.

q
e. Nerrative sumary of the activity of the Caja Central and
the S&L system,

f. Such other reports as AID may require.
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E. Conditions and Covenants

Tn addition to the standard AID conditions and covenants, thc loan
agreement should.include the following:

1. Conditions

Prior to first disbursement of the AID loan, the Caja Central
shell submit to AID, in form and substance satisfactory to AID, the
following:

,(i) A Savings Promotion Plan for the system, including a
 complete description of the various elements contained within the plan,
the meens to be utilized and estimated cost of the respective elements,
and an implementation schedule. Satlsfactory implementation of this
plan will be a continuing condition to subsequent AID loan disbursements.

(11) A plan for the recruitment and utilization of technical
advisory assistance.

(1ii) A training plan for employees of the Caja Central and the
Bolivian S&L Associations.

—{2y) A time-phased plan for the acquisition of the additionar *~
staff necessary for the Caja Central and the S&L assoclations to enable
these institutions to carry out the expanded program. Except as AID may
otherwlse agree, all such staff additions shall have been made by the
end of CY 1974 in order to obtain AID loan disbursements for CY 1975.

(v) An equitable plan for allocating the AID loan funds among
the S&L assoclations so as to maximize savings promotion efforts and
competition for these funds. This plan shell include estimates of
individual S&L savings growth targets, projected disbursements to the
respective S&L's and criteria for the reallocation of unused S&L quotas.

(vi) A plan for the use of the interest spread on the AID loan,
including a provision or reserve against possible disparities between
cumulstive mortgage readjustmants based on the cost of living and future
exchange rate fluctuation. :

(vii) A stetement of mortgage loan criteria, including marimum
amount, interest rates, eligibility requirements, etc.

(viii) Decumentation necessary to verify that the Government of
Bolivia guaranty is in {ildl force and effect for any AID loan funds
vwhich mgy be disbursed.

(1x) An arrangement whereby the GOB-guaranteed Los Pinos
HIG project would be cffectively isolated from the other operations
of the S&L system so thal in the event of any shortfalls in that project,

the GOB would not have recourse to the assets of the entire S&L system.
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‘e Covenants

Except as AID may otherwise agree, the Caja Central shall, prior
to the end of CY 197k, have:

(1)  Developed and put into practice a uniform procedures
manusl..

(11) Organized an internal audit department ,

(111) Arcanged for the performance of administrative audits of
the S&L operations.

Except as AID may otherwise agree, or except for meeting short
term iiquidity needs of the S&L*s, the Caja Central shall not purchase
newly generated mortgages from the individual Bolivian Savings and Loan
Associations.

3. Preconditions tu Execution of the Loan Agreement

As a precondition to the execution of the Loan Agreement!
madB O Yo 2T T e LT CLUCTTILLL U s a1 68 BabioraCuOry
to AID, for rescheduling the repayments of the existing $40 million
puéo Central Bank loan to the Caje from 8 years with a 2 year grace
T.eriod on principal payments to 20 yesrs with a 10 year g?ace period.

" F, Eveluation

1. Criteria for Evaluating Success of Project

An approach to the evaluetion process 1s outlined in the frame=-
work below. The evaluetion will be concerned with the major elements
of the project: (a) sevings attraction and increasing financial self-
sufficiency of “he S&L System and (b) volume of housing financed,
including occupational groups which may have benefited. Although
evalugtion will be a continuing process, a meeting will be held at least
once g year between the USAID Mission, Caja Central and S&L System
rerscnnel involved in projzet execution and monitoring. Each of the
major elements will include, iInter alia, the study of the following items:

a&. Savings attraction and financial self-sufficiency

(1) Comperstive movements of sight deposits, time deposits
and withdrawals for_each S&I association.

(14) Chang:s in number snd composition of savers in each
5&L association,

(111) Comperison in number, amount and purpse of loan
application received and approved by each S&L associaetion.

(1v) Review of changes in crecnll financial situation for
each S&L assoclation and for the Caja Central.
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b. Volume of Housing financed, including occupablonal groups

which may have benefitted

(i) Review of asmount and type of housing financed by the
system. :

(11) Review of amount and type of employment directly and
indirectly generated from construction finenced by the S&L System.

(i11) Review of composition of borrowers from the S&L System
by occupation, income, delinquency, etc.

2. JImpact on Employment and Construction Material Industry

a. Hmployment

Tn order to verlify the on-site employment forecast directly
resulting from this loan, the Caja Central, through the different S&L
associations, will require all contractors to report monthly on the
number of people employ=d by each project. This labor force count will®
be broken down by trade, and a reglonal summary prepared by each S&L
assoclation for submission to the Caja Central on a monthly basis. The
Caje Centrel will then combine these regional repor®s into a national
_summary to be submitted to USAID on a semi-annual besis. USAID will
compare this actual field data with that forecast in the loan paper,
and dlfferences will be evaluated and reconciled.

The labor cost component of materials utilized in the
construction of projects financed under this loan could not realistically
be determined in the field, snd therefore will not be required.

be. Construction Material Industfy

The share of this project loan in the national consumption
of construction materials is estimated to be quite marginal, and will
have little effect on the industry as whole. Although such volume could
be reslistically measured, it is not felt that the voluminous bookkeep-
ing operation that would be required is justifiable in view of this fact.
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CERTIFICATION PURSUANT TO SECTION 611 (e) OF THE

FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED

I, Arthur W. Mudge, the principel officer of the Agency for

. International Development in Bolivia, having teken into
account among other factors the maintenance and utilization
of projects in Bolivia previously finenced or assisted by the
United States, do hereby certify that in my Judgement Bolivia
has both the financial capability end human resources
capability to effectively meintain-and utilize the capital
asslstance project: SAVINGS AND LOAN DFVFLOPMENT PROGRAM.

L S N, e — -

This certlfication is based intpr alia, on the Bollvlan'““
Savings and Loan System's performsnce in the execution of
recent local currency loan finaenced development projects,
and AID housing investment guaranty projects.

A?AM
Arthur W. Mudge
Acting Director, UJAID/Bolivia
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Ministry of Finance
Bolivia
Mr. Hward W. Coy Letter No. Ol 1150
Director La Paz, May T, 1973.
USAID/Bolivia
La Paz

Dear Mr., Coy,

Subject: US$ 6,000,000 Loan for
the Housing Program

As you are aware, officlals of the Caja Central de Ahorro y Préstamo
para la Vivienda, together with technicians of AID and this Ministiy,
have been working on the collection of data, background inforration,
as well as in the preparation of necessary documents for a loan appli-
cation for the construction of dwellings of social interest on the
national territory.

The estimated amount to carry out the program has been calculated at

—US$6;U00,000 and the terms of the credit should be the same as thos
normally granted by AID.

The above prompts me to submit to your consideration. for subsequent
processing 1n Washington this formal credit request in the amount of
and with the objectives specified above. The estimated amount is
considered self-sufficient for the executing agency of the ILoan.

I wish to express to you that the favorable consideration of this re-

' quest will be greatly appreciated by the Government headed by Gen. Hugo
Banzer Suarez as a token of the spirit of cooperation of the Government
and people of the Unlted States of America to the Government and people
of Bolivia.

I take advantage of this opportunity to reiterate to you the feelings
of our high}y and distinguished consideration.

Sincerely yours,
»

Luls Bedregal Rodo
Minister of Finance
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Ministry of Finance
Bolivia
Mr. Edward W. Coy Letter No, 0L 1338
Director La Paz, May 22, 1973.
USAID/Bolivia
La Paz

Dear Mr. Director,

For your information, and with the request that you inform us of your
official position regarding the application submitted by the President
of the Caja Central de Ahorros yPréstamos para la Vivienda, for a
$b.40,000,000 loan from the Government of 3Bolivia for 20 years at the
same interest rate which the Central Bank of Bollvia would have granted
them, I quote below their request.

Should en agreement be reached in this connection, the Ministry of
Finance would incorporate the amount indicated in the General Budget
of the Natlon for the ycars 197k, 1975 and 1976, in three eaual install-

___ments,

L Ty

The following is the text of the note sent'to this Ministry by the Pre-
sident of the Caja Central de Ahorros y Prestamos: :

"CAJA CENTRAL DE AHORROS Y FRESTAMOS PARA IA VIVIENDA ---=-n--. ,
SG No., 710 =-=--- La Paz, May 18, 1973 ----- Mr. Luls Bedregal Rodo
----- Ministro de Finanzas ----- La Paz ----- Dear Mr. Minister
----- We hereby make reference to the meeting iield in the Office
of Lic. Jorge Rivero Vargas, Undersecretary of the Financial Ad-
ministration Department of said Ministry, at which time the -
economic contribution was considered which would be made available
by both the Government of Bolivia and the Government of the United
States of America to our S&IL System with a view to creating the
best conditions for the future deve.Lopment of the Savings Associg-
tions in La Paz and the interior of the country, In the inter-
view granted us by Lic. Rivero Vargas, aud with the participation
of officials of the USAID/Mission, specific reference was made to
note NovC2-1150 addressed by your authority to the USAID Director
in Bolivia regarding a loan by the Agenicy for International Deve-
lopment to the Caja Central in the smount of Us$ 6,000,000 and to
the note of reply CAP/I.-124/73 by Mr. Coy to your Office. ~~=--=
In thils regard, we hereby submit to your consideration a loan re-
quest for the Caja Central, in an amount of $b.40,000,000 st 20
years, with a 10 year grace period for the repayment of capital
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and at an interest rate of six percent (6%) per annum. In
addition to the terms and conditions mentioned above, which
was. the object of the sald interview, it was decided that in
principle the resocurces of the mentioned loan would originate
from the Treasury of the Nation and that loan disbursement
would be made in partial amounts, between the years 197k and

1976.

"The granting of sald finaucing bty the Supreme Government
would make possible the concession by the Government of the
United States of America a credit to the Caja Central in an
amount of US$ 6,000,000 at 40 years, with a ten-year grace
peviod for capital repayment and at an anaw:.l interest rate
of two percent (2%) during the grace period and “hree per-
cent (3%) to become effective on the date of amortization
payments.

“The exceptional character of our request is based princi-
pally on the mutual dependency of both finarcings, which
Jointly will facilitate the realization of the objectives

—Ui-uvir—3ystem, not only regarding the futurs S&L Systems!
self-sufficliency, but also regarding the proper attention
of the housing needs of thousands of fumiliss from Jdifferent
gsectors of the urvan population, which urgency 15 bvecoming
more evldent and prissing in the different capituals of the

Republic.

“The function fulfilled by the institutions making up our S&L
System, which is emminently social and non-profit making,
constitutes a guaranty for the application anu use of the
mentioned resources in the most adegueate coniditions of the
soclo economlc environment surrounding the activities of the
Housing and Savings and Loan Associations,

"As you properly expross, Mr. Minister, in your note dated
May 4, 1973 the granting of the luan which we »re hereby
requesting, gilven its dependency on the loan by the Govern-
ment of the United States, will constitute a teren of the
spirit of collaboration or toth Governments in nn endeavaur
having as its goal a highly social -onven:.

"We take this opportunity to reiterate to you the testirmony of
our attention, ----- Irnesto VWende, Presidtent ----- "

We request your prompt reply so that we may intorm the Caja,
We remailn,

Jorge Rlvero Vargas
Subsecretary of Financial Administration
Ministry of Finance



UNCLASS IF IED
ANNEX A

Exhibit 4
Page 1 of 2

DRAFT
LOAN AUTHORIZATION

Provided:from: Allience for Progress Funds
BOLIVIA: Savings and Loan Development Program

Pursuant to the authority vested in the Deputy U. S. Coordinator,
Alliance for Progress, by the Foreign Assistance Act of 1961, as
amended, and the delegation of authority issued thereunder, I hereby
authorize the establishment of a loan ("Loan"), pursuant to Part I,
Chapter 2, Title VI, Alllance for Progress, to the Caja Central de
Ahorros y Préstanos para la Vivienda ("Rorrower") of not to exc-ced

six million United States dollar (US$6,000,000) to assist in financing
the Unlted States dollar and local currency costs of the Savinrgs and
Lecan Development Program aiministered by the Borrower. The loan chall
be guaranteed by the Govermment of Bolivia ("Guarantor") and shall be
subject to the following terms and conditions:

LTS o i L R . [ N
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Borrower shall repay the Loan to AID in United Stat=c dollars
within thirty(30) years from the date of the {irsct disbursement urder
the Loan, including a grace pecriod not to exceed ten (10) years.
Borrower shall pay to AID in United States dollars on the disvursed
balance of the Loan interest at the rate of two percemnt (&%) rer annum
during the grace period and four percent (4%) per annum thereafter.

2. Other Terms and Conditions

(a) Except for marine insurance and ocean shipping, gools amd
services financed under the Loan shell have their cource and origin
in Bolivia and countrics included 1n AID Geogravhic Code Qil., lMarire
Insurance financed unter the Toan shall have it; cource and orvisin
in Bolivia or any country incluied in AID Geowraprhic Code 9Li,
provided, however, that such insurance may be financed under the
Loan only if it is obtained on a competitive basis and any clains
thereunder are payable in convertible currencics., Ocean shippirns
financed under the Loan shall be procurei in any ~cuntry include:
in AID Geograrhic Cade Qh1.

(b) United States dollars utilized under the Loan to firanse
local currency costs shall be made available pursuant to procedure:
satisfactory to AID.
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(¢) Prior to any disbursement of loan funds or the issuance of
a Letter of Commitment under the Loan Borrower shall submit evidence
in form and substance satistactory to AID that:

(1) The Government of Bolivia guaranty is in full force
and effect.

(d) The Loan shall be subject to such other tcrms and condi-
tions as AID may deem advisable.

Deputy U.S. Coordinator

Date
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BIOGRAPHICAL DATA OF KEY PERSONNEL

I, CAJA CENTRAL

A. 3Board of Directors

l. Ernesto Wende Frankel

Executive President

Education: Economist M.A. ;Berea College, Berea, Kentucky.
University of Californis, Berkeley, California. Nebraska University,
Lincoln, Nebrasks.

erience: Assistant to the Progrem Officer, USAID/Bolivia.
Assistant to the Director of the Interamerican Agricultural Servicae,
Founder and President of "La Primera" Szl Association. Founder and
President of the Caja Central, since 1966. Director of the InterAmericsn
~Saviags and Loan Union. Director Internetional Union of Societias and
Assoclations of Savings and Loans. Governor of the Affiliated Ne. 16 of
the American Savings and Loan Institute,

2. Oscar Parada Perdiel

Vice-President

Education: Accountant; Accounting School, Santa Cruz, La Paz,
and Monetary Studies Center, Mex co,

Experience: General Manager, Central Bank of Bolivia.
General Manager, Banco de Santa Cruz de la Sierra in La Paz. Present
position,

3+ Hugo Alfonso Salmdn

Education: Lawyer; Universided Mayor de San Andrés, La Paz.
Accounthg School, La Paz. Journelism Course, CEPAL. Management Courca,
La Paz, Publicity Course, La Paz.

Experience: Lawyer. Journglist, Director of the Legal
Department of the Ministry of Foreign Relations. Secretary Genernl af
the Ministry of Interior. Undersecretary of the Ministry of Cermunications.
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Undersecretary of the Municipality of La Paz. Director’of the
Agricultural Bank. Secretary Director of the Corporacion Boliviana de
Fomento. President of the Press Association. Manager of the Freunch

Press News Agency.

4. Gastdn Guillén O.

Education: Accountant; Accounting School, La Paz. Monetary
and Banking Specialization, Mexico.

Experience: Manager of tne Central Fank of Bolivia. Officer

of Bankinf and Public Credit, Ministry of Finance. Financial Manager of
the Bolivien Development Corporation. Present Position.

5. Col. Oscar Angulo T.

Director appointed by the Ministry of Finance.

Education: Military Engineer; Military School of Engineer-
ing. Course on Soclal Housing, Santiago de Chile.

Experlence: Military Attache of the Bolivian Embassy in
Paraguay. Commander of Militarv Divisions. President of the Notinnal
‘Housing Council. President of Military Housing Cooperative. Manager
of FMCIC Construction Company.
B. Personnel

Heads of Departments

l. Luis Fernando Moreno

Chief of the Audit and Insurance Division.

, Education: Financial Auditor; Universidad Mayor de San
Andres, Ya Paz. George Washington University. American University.
Illinois University.

Experience: Costs and Personnel Officer, Ccmpsﬁfuﬂxmnyodebﬁnes.
USAID/B Accounting Division, local chief. USAID/B Audit Divisien,
local chief., President of the Independent Professionals Asscociatien.

2. Gaston Mui{a T.

Legal Advisor to the Caja.

Education: Lawyer M.L.; Universidad de San Andrés, La Paz.
Universidad Central de Madrid, Espafia. Tulane University, New Orleans, La.
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erience; Official of the Ministry of Foreign Relations.
Chief of the Legal Department of the Inceramerican Agricultural Service.
Legal Advisor of "La Primera" S&L Association. Founder of Caja Central
and the Bclivie S&L System.

3+ Jaime Cajfas T.

Chief Financial Depertment.

Education: Economist Auditor; Universidad Mayor de San
Andrés. Mexican Business Administration Institute,

Experience: Cashier, Auditor of Teléfonos Autométicos,
La Paz.Auditor, "Bolivia" Insurance Company, La Paz. Auditor and Chief
of the Foreign Department of Ranco Industrial, La Paz. USAID, Fi-ld
Auditor. Auditor and Administrative Manager, Empresa Minera Unificada.
Professor at the Universidad Mayor de San Andrés.

b, José Eduardo Frias 7.

Chief, Technical Department.

Education: Architect; Universidad Mayor de San Andrés, La
Paz,

erlence: Professional activities., Professor at the
Universidad Mayor de San Andrés, La Paz.

II. SAVINGS AND LOAN ASSOCTATIONS

l. Jorge Fernandez Arroyo

General Manager of "La Primera" S&[, Association, La Paz.

Education; Economist; Universidad Mayor de San Andrés, La
Paz. Business Administration School, Fundacidn Gotulio Vargas, Sao
Paulo, Brazil.,

erience: President of the Board of Directors of La
Primera. Chief of tne Tax Reform Commaission. Director of Fiscal
Policy. Chief of the Eroncmie Studies Department of thc‘Lﬁnistry of
Finance. General Manaser of Manufacturas Fernendez, La Paz. Treesurer
of the National Industrial Chanter,

2. Rall Vivado Pizarro

General Manager of "La Paz" S&I, Association, La Paz.
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Education: Engineer; Louisiana State University. Mississippi
State College. :

Experlience: Administrator of Ford Bacon & Davis Consuitants.
Assistant Manager Matomas and Bol-Inca Mining Co. Manager Bol-IncaMining
Co. Manager Artesan{as Textil Boliviana Ltda. Manager of the Bolivia
Productivity Center.

3. Roman Paz

General Manager of "Potos{" S&L Association, Potos{.

Education: Lawyer; Universidad Tomas Frias, Potos{.

Experience: Professional activities,

k. Adridn Urriolagoitia

General Manager "La Plata" S&L Association, Sucre.

Education: Lawyer; Universidad de San Francisco Xavier,
Sucre,

Experience: Professional activities. Manager of Sociedad
Comercial Importadora.

5« Victor Flores Ovando

General Maneger of "Tarija" S&L, Tari ja.

Education: Economist; Universidad "Juan Misael Seracho",
Tarija.

Experience: Professor at the University "Juan Misael
Sarecho". Treasurer of the Municipality of Teri ja.

6. Freddy Garrdn

General Menager of "Paititi" S&L Association, Trinidad.

Education: Teacher; Normal Superior de La Paz.

Experience: Director of "Trinidad" School. Owner of a
cattle enterprise.

Te Antonio Villegas

General Manager of "La Promotora" S&I, Association,
Cochabamba.:
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Education: Financial Auditor; Economist; Universidad
"Pomas Frias™ Potosi.

§§Berience: Professional Activities.

8. Juan Manuel Parada

General Manager of "Guapay" S&L Associatlon, Santa Cruz.

gggcatiog: Accountant,

gzperience: Vice President of the Banco de Santa Cruz de
la Sierra, Santa Cruz. Manager of commercisl enterprises.

9. Cristina de Mercado

General ¥anager of "Fl Progreso" S&L Jssociation, Oruro.

Education: Accounfant; Instituto Nacional de Comercio,
Oruro.
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Past USAID/B Assistance to The Bolivian Savings & Loan System

To First Last

Loan No. Date Amount (Institution) Disbursement Disbursement
Loan 3 ob.17.64  P* 200,000 La Primera 02.05.65 08.17.65
2l -920-kgk |

60006 08.01.65  $* 500, (20 La Primera 08.30.65 11.18.66
511-ICL-1009 06.02.67 $* 1,000,000 Caja Central 06.27.A7 11.12.68
511-LCL-1024  01.17.69  $* 500, 000 Caja Central 05.20.69 03.06.70
511-HG-003 09.05.69 Us$ 3,600,000 Caja Central 10.31.69 07.26.72

511-HG-00k 09.26.72 Us$ 6,000,000 Caja Central

# Tocal currency loan expressed in dollar equivalent at $b12.00 = $1.00 exchange
rate in effect during disbursement period.

TECHNICAL ASSISTANCE

PIO/T TOl6M Us$ 6,000

PIO/T 80072 Us$ 2,600

Geane B. Gi1ll Insurance Specialist
November 1967 Thirty days

PIO/T 70163 Us$. 6,333

Everett Mitchell Advertising Specialist
February 1968 2 months

PIO/T 70165 us$ 2,515

Herbert Basedow Accounting Specialist
February 1968 2 months :
PIO/T 80122 us$ 8,000

PIO/T 70162 Us$so, 147

Marlo Schram 571, Specialilst

July 1968 Jecember 197C
Invitational Travel US$ 2,000

Dallas Benewitz Mortgage Specialilst
April 1972 : 40 days

TOTAL T.A.  US$67,595
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CAJA CENTRAL OPERATING BUDGET: 1973-/-‘Th
1973 1974
Estimated Estimated
Budget Items Budget Budget
Salaries 1,244,000 1,650,000
Salaries Board of pirector's members 187,500 216,000
Supervision and Advisory Services 60,000 69,000
Personnel Services 10,000 12,0¢C0
Promotion and Advertising 150,000 172,500
Public and Tnternational Relatione o csrmemron. L3 000 138 Ann
General Office FExpences ’
(including Deprecietions and Write-0ffs) 300,000 345,000
Auditing and Accounting Services 70,000 80,500
Financial Expenses 6,906,415 6,819,2¢0
Insurance 180,000 207,000
Technical Services 100,000 115,000
Conventions and Seminars 80,000 92,000
Surplus 226,143
TOTAL BUDGET 9,407,915 10,242,403




PESOS BOLIVIANOS
ASSETS

CASH

Cash on Hand and in Banks
Time Deposits
Insurance Reserve Deposits

RECEIVABLES

Accounts Receivable
Insurance Premiums Receivable

PREPAID AND DEFERRED ASSETS
Prepaid Insurance ang Commissions
Instalation and Organization Expenses
Materials Inventory
Operating Expenses

INVEST.TNTS
Loans :
Nortgages Purchased
Readjustment Compensation Fund

FIXED ASSETS
Building
Furniture and Fixtures
Vehicles

less - Reserves for Depreciation
Add - Revaluation of Assets

TOTAL ASSETS

413,814
1,518,022

661,168

2,151,491
23,85

Lok, 520
209,600
50,11k

1,33

12,771,000
47,205,431

29,503,353

225,063
227,330
R0,216
532,609

( 132,308

28,084

CAJA CENTRAL

BALANCE SHEET!

AS OF DECEMBER 31,

2,593,004

2,495,377

2,108,565

89,479,784

428,385
97,105,115
—_—————

1972
LIABILITIES
Accounts Payable oL, 241
Taxes on Personal Services 4,012
Interest Payable 17,299
Purchased Mortgages Payable 2,600,000

legal Reserves on Savings Deposits
AID local Currency Loans Payable
FHIBNY 511-EG-003 Loan Payable
Caja Central Mutual Capitalization
Insurance Capitalization Fund
;Donation Fund

Insurance Raserves

Reserve for Social Benefits

Reserve for Fxchange Fluctuation
Savings Fund Reserve

Surplus

TOTAL LIABILITIES AND RESERVES

2,816,452

1,778,433
17,620, 564
71,666,551

21k,397

1,000,000

144,833

1,331,104

225,329
271,066
16,510
19,876

22!1023112
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CAJA CENTRAL
BALANCE SHEET
AS_OF DECEMBER 31, 19%1

Pisns Molivianos %
“ LIABILITIES
Cash on Hand and in Banks 1,738,825 ’ Acc unts Payable 72,612
Time Deposits . 1,355,303 Pay.ble to Employees Fund 121,859
Insurance Reserve Deposits 609,567 Intirest Payable 62,477
. 3,703,694 Pur :hases Mortgages Payable 500,000
' N 756,948
RECEIVABLLES - i
Accounts Receivable 940,694 -
Insurance Premiums Receivable 185,295 Leg 1l Reserves on Savings Deposits 1,291,227
1.125,989 AIL lLocal Currency Loans Payable 17,815,889
FHL INY 511-HG-003 Loan Payable 25,531,250
PREPAID AND DEFERRED ASSLTS Caj: Central Mutual Capitalization 205,261
Prepaid Insurance and Commissions u24,537 Incirance Capitalization Fund 863,049
Instailation and Organizution Expenses 233,800 Dor i1tion Fund 144 833
Materials I[nventory 47,081 : .
Operatine Expenses 1,161,152 In<irance Reserves 542,963
1,868,570 :
Res zrve for Social Benefits : 170,837
INVESTMENTS £
Loans 12,071,000 Resirve for Exchange Fluctuation 4,513
Mortuoages Purchased 27,849,000 o
39,920,000 Saiings Fund Reserve 16,510
[
EFIXED ASSETS (DEFicit) (283,179)
Building 225,063 H
Furniture and Fixtures 202,702
Vehicles 0. 216
507,981
Less - Reserves for Deprecviation (89,360
Add - Revaluation of Asse®s 23,227
_ Uyl RuR
TOTAL ASSETS 47,060,101 ' TO{AL LIABILITIES AND RESERVES 47,060,101

D XANNY
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CAJA CENTRAL

STATEMENT OF OPERATIONS

FOR THE YFAR ENDED DECEMBFR 31, 1972

(In Pesos Bolivianos)

INCOME

Interest on ILoans

Interest on Time Deposits
Interest on Mortgages Purchased
Other Income

EXPENSES

Salaries of Fmployees

Services of Directors
Supervisory and Advisory Services
Personal Cervices Contract
Promotion and Advertising

Public Relations

Accounting and Auditing
Techiaical Services

Conventions and Seminars

Gemaral Office Costs .

Depreciation of Fixed Assets

Amortization of Installation Costs
NET INCOME I'ROM OPERATIONS

INSURANCE ACTIVITIES

Interest on Insurance Reserves
Allocation of Insurance Premiums

Less:

Comnissions Paid

Interest on Mortgages Being Liquidated

Medical Ixaminations
Other Costs

Financial Costs:
Interest on loans

Surplus for the Period

58,920
327,157

42,258
0,978

7,303 .

UNCLASSIFIED
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726,344
121,522
4,165,576

510,038

864,233
131,925
33,197
4,420
98,907
68,349
23,107
86,169
83,338
117,L60
48,400

26,200

386,077

5,523,480



CAJA CENTRAL

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 1971

(In Pesos Bolivianos)

INCOME

fnterest on Loans

Interest on Time Deposits
Interest on Mortgages Purchased
Qthier Income

»XPENSES

Salaries of T iployecs

Services of Directors
Supervisory and Advisory Services
Personal Service Contract
Promotion and Advertising

Public Relations

Accounting and Auditing
Technical Services e
~_Conventions and Seminars

Genzral Office Costs

Depreciation of Fixed Assets
Amortization of Installation Costs
Social Charges

NET INCOME FROM OPERATIONS

INSURANCE ACTIVITIES

Interest on Insurance Reserves
Allocation of Insurance Premiums
Less:

Commissions Paid

Medical Fxaminations
Other Costs

Financial Costs:
Interest on loans

Deficit for the Por;od

56,628

177,026

Lk ,676
9,727
28,006

UNCLASSIFIED
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T4l , 210
2h7,198
1,802,655

210,962
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HAai1drius dnu rees
Soci.il Benefits
Advertising

Lerul Dxpenses

“ice Supplies

¢ Equipment
Auditing Services
Rent :
Taxes and licenses
Irsurance

Communications and Postage
Ronuses to Personnel
Depreciation & Amortization

Travel and Per Diem
Charyes to Reserves
Uthe r

Interest on Louns and Savings

Sulurics and Fees
Sacial Hewetics
Wvertising

Legal Exponses
Oftice Supplies
Office Lquipment
Auditing sServices
Ren:

Tixes and Licenses
[nsuranee

cCommatincations andg Postage
noluses to Personnel
Depra ciation A Amortization

travel and Pepe Diem
chat fes to Reserves
Other

Iaterest on Loans and Savings

BOLIVIAN SAVINGS{AND LOAN SYSTEM
ANALYSTS OF OPTRATING COSTS

FOR THE YEARS

972 AND 1971

PESOS BOLIVIANOS
1491312

La Primera La Primera Guapay El Progrese Tarija Potosi La Plata La Paz Paititi

(I.a_Paz) (Cochabamba) (Santa Cruz) _(Orurop} (Sucre) (Trinidad) Totals
+

1,364,765 364,601 176,745 196,572 150,728 75,504 185,913 463,277 131,732 3,105,867
271,512 36,287 63,873 34,30y 27,584 11,548 25,274 93,329 11,702 575,418
53,6M3 8,316 4,780 9,300 4,446 2,850 - 10,097 13,6u3 107,125
1,216 1,722 - 7,329 15,350 4,200 - 610 1,232 34,659
51, 387 4,928 2,581 14,753 4,276 1,580 2,423 7,415 7,701 102,04y
SN, 0u7 6,715 2,068 773 1,56% 893 5,026 797 6.640 74,524
1,000 5,000 6,000 - 3,000 - 1,000 - - 18,000
56,722 11,0u8 21,000 18,000 4,800 - 4,800 64,200 - 185,370
6,932 - - 2,274 - - - - - y,206
2,778 8,2u2 30,943 - - - 3,180 - - 45,144
1,141 3,201 726 yn2 1,585 1,330 3,706 5,548 1,363 19,502
26,182 4,093 - 3,558 2,740 £717 486 ©1,492 - 6,965 46,0103
96,1457 10,0u7 7,205 11,523 2,923 119,972 6,197 34,503 6,744 245,300
29,382 2,504 15,218 6,930 4,402 3,820 5,539 - 1,404 £9,249
220,115 550 - - - - - - - 2200965
17,984 9,590 2,000 22,058 23, 484 13,025 746 3u,110 5,342 LZR A0
2,181,377 1,106 425 221,660 405,220 534 471 162,30y 237 840 979,849 47,220 _5,H75,371
4 437 075 1,590,309 558,407 727,303 778,201 3yg . N17 LK, 206 1,693,735 241,693 10,913,580
ij.
1 4y 71 -
1,0M0 404 275,550 241,248 174,658 49,147 s4,100 105,680 367,210 - 2, 3KH, 250
ns, 34l 06,125 IENAL 24,304 10,302 16,661 17,409 56,Ke6 wu7, o0l
Hi,0145 16,618 Y, HR0 6,801 1,950 2,650 1,250 12,379 - s, 7
7,234 - : - 1,460 721 3,500 960 6,329 - an,2en
32,097 11,565 14,640 H, 317 3,343 2,000 2,186 7,488 - 7T, 172
3N, 6nn 14,105 4,105 H, 880 627 1,366 1,300 4,K935 - ah, 878
18,000 5,000 5,000 - 2,360 1,000 - - - 31,360
500,419 7,300 21,000 16,400 TG} - 7,800 72,000 - 179,719
959 - - - - - - - 359
w,on22 - - - - - 3,367 - 7,389
13,185 1,528 3,620 911 NH) 1,102 963 - - EPU T
20,501 2,774 4,321 2,744 A2 Kus 2,196 - - AT
49 501 - 25,925 18,574 w22 3,5u8 6,309 - 104 479
14,6001 2,235 621 4,181 1.9494 4,320 1,135 - - 29,143
276,160 1,593 - 7.808 1,72 - - - e - ¢H7,21¢
26,48 19,0650 2,060 1,926 L,556 6,025 4,872 4,905 .- 90, 684
1,797,748 686, BGT 331,630 3.5,973 294,388 155,277 45,459 333,077 - 4,060 639
3,697,609 1,110,940 1R, bHU CRCICEN 421,054 <H2 "5l 251,386 870,109 - 8,012,274
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Pesos Rolivianos 000's
SOURCES OF CASH

tash available at beginnicg of year
Admortization of current mortyage portfolio
interest
Principal
Amortization of Short Term Loans
[nterest
Principal
Insurance Premiums on Current Portfolio
Accounts Recelvable at 12/31/72
Management Fee - San Miguel
Los Pinos Receivable
Los Pinos Recuperation

- Hocusing Cuaranty 511-HG-003

[nterest on Iiquidity Requirement - 8%
Free Savings Increase - Net
Central Bank Loan
AID Loan
For Mortgage Lending
For Technical Assistance and Equipment

127 Interest From Contractors and New Mortgages

Closing Fees on New Mortgages - 37
[nsurance Premiums on New Mortgages

Amortization of New Mortgages @ 127

total Sources of Cash

. CTILIZATION OF CASll

-

Current Liabilities
‘Olsbursements of Current Mortgage Loans
Savings Liquidity Requirement - 87
Interest on Current Long Term Debt
Amortization of Current Long Term Debt
[nterest on 511-HG-003
amortization of 511-HG-003
Los Pilnos Land Costs
Dividends
5% of Tied Savings at 12/31/72
8% of Total Other Savings
Administrative Costs
Mortgage Disbursements
AID Loan Funds
Reinvestments
vther AID Loan Disbursements
Training
Equipment
Tnchnical Assistance
Savings Promotion
Office Improvements
Liquidity Reserve
AID Loan Interest
Central Bank Loan Interest

Life and Disability Insurance - 1%
Total Utilization of Cash

Sources of Cash bl

Cash Surplus

UNCLASSIFIED

BOLIVIAN SAVINCS AND LOAN SYSTEM AR s s
.

CASH_FLOW PROJECTIONS 1973 - 1982 Page T of 3

1973 1974 1975 1976 1977 1978 1979 1980 1981 1982
9,911 7,700 17,393 49,573 47,437 48,199 37,230 32,389 33,116 24,061
12,112 18,001 20,111 20,176 19,703 19,168 18,553 17,837 17,083 16,233
1,754 2,568 3,143 3,596 4,068 4,610 5,222 5,908 6,676  7.560
5,583 2,292 . - . - - - - -

748 376 - - - - - - - -
1,997 2,188 2,168 2,152 2,128 2,108 2,086 2,048 2,024 1,988
3,653 - : : : - - : . -

268 - . - - . - . . -
6,776 - - - - - - . - .

: - 6,606 - - - - - - -
7,800 7,500 7,400 7,200 7,000 6,700 6,400 6,200 6,000 5,700

324 218 290 379 484 602 729 862 1,005 1,156
3,498 7,047 11,277 13,897 16,312 18,455 19,862 20,859 22,430 23.551

34,000 6,000 - : : : . : : :

- 40,000 30,000 20,000 . - . - - -
- 13,860 12,460 3,680 - - - - - -
- 4,800 3,600 7,200 4,800 7,200 7,200 7,200 9,600 9,600
- 1,200 900 1,800 1,200 1,800 1,800 1,800 2,400  2.430
- 400 700 1,300 1,700 2,300 2,900 3,500 4,300  5.100
- 2,677 7,363 13,387 20,080 26,744 34,806 42,833 52,204 62,014
88,424 116,827 "123,409 144,340 124,912 137,886 136,786 141,641 136,83 160755
—E 24149 -. -
7540V - -

34,761 17,487 1,642 - - - . . . )
280 564 902 1,112 1,305 1,476 1,589 1,669 1,79 1,384
816 782 746 708 848 975 914 853 789 722
747 782 817 855 1,096 1,336 1,381 1,426 1,475 1,526

5,965 5,884 5,79 5,701 5,598 5,485 5,363  5.230  5.086 4.9+

93 1,015 1,103 1,198 1,301 1,414 1,536 1,669  1.813  1.970

11,000 : . . . . - ! ! .

62 62 62 62 62 62 62 62 62 62
2,165 2,737 2,639 4,751 6,056 7,532 9,121 16,790 12,584 14,404
9,699 10,221 12,630 12,736 13,947 15,276 16,731 18,326 20,074  21.930

- 40,000 30,000 20,000 - - - . . .
- - - ' 40,000 40,000 60,000 60,000 60,000 80,000 &0,009

- 1,200 1,200 1,000 - - - . . .

- 1,800 1,800 : - . - - . -

- 660 650 680 - - . . . X

- 3,000 3,000 2,000 - . . . . )

- 6,200 5,800 : - ) - . - .

- 1,000 : . - . - - . X
. 1,001 1,939 2,400 2,400 2,400 2,400 2,400 2,400 2,40
2,040 2,400 2,400 2,400 2,400 2,400 2,400 2,400 2,400 243
- 400 700 1,300 1,700 2,300 2,900 3,500 4,300 5,100
80,726 99,434 73,836 95,903 76,713 100,656 104,397 108,325 132,777 137,251
88624 116,827 123,409 144,340 124,912 137,856 136,786 141,441 156,838 140,23
7,700 17,393 45573 A7,%31 &A,199 37,230 32,389 116 _25.8A TIT




UNCLASSIF Thy
ANNEX C
Exhibit 5
Page 2 of 3

BASIC ASSUMPTIONS MADE IN
CASH FIOW PROJECTIONS .

l. The Free Savings Increase - Net is based on the assumption that
the $&L system will capture a grester share of the overall savings
deposit market and in 1982 will have garnered 12% of the projected
market, or approximately $b180 million (Us$ 9 million).

2. Building Contractors are provided 1007 working capital financing
during the mortgage financed construction period at a rate of 129,
The assumption is that this practice will continue at the current
interest level,

3. The current liquidity requirement is established by law at 89 of
savings. The projections assume that the 8% level will remain in
effect and the projections provide for an increase to the liquidity
reserve at 8% of the projected net sevings increase,

b, Projected administration costs are based on data provided by the
CAJA CENTRAL and estimates developed by a consultant from the
National League of Insured Savings Associations.,

5. The CAJA CENTRAL provides life and disability insurance coverage
to S&L mortgage holders at an annual rate of 1% on the face value of
the mortgage for the life of the loan. The projections reflect the
premium collections and a corresponding deposit into an insurance
reserve for the payment of claims and to cover the costs of
administering the insurance program,

6. Not included 1n these projections are the Bross revenues and
attendant costs applicable to the Los Pinos project, which in 1976
will generate an estimated gross income of $153,000 to the two
administering associations and will decline to an estimated of
$107,000 vy 1986. Approximately 35% of the gross revenue will be
expended in administering the project.

It should be noted that these net revenues will not be available to
the system, but are restricted to the two associations in La Paz.
For this reason it has been agreed to limit their participation in
the AID loan program to a toisl of 30%, even though the relative
deward for housing in ILa Paz is greater than the other cities in
which S&L's are located,



Pesos Bolivianos 000's

Mortgage Lending Levels

AID Loan Funds

Reinvested Funds

1974
1975
1976
1977
1978
1979
1980
1981
1982

BOLIVIAN SAVINGS AND DAN SYSTEM

GENERATION OF REINVESﬁ{ENT FUNDS

f

H

FROM AMORTIZATION OF Ntk ‘4MORTGAGE LOANS

(S,

o

1974 1975 Lﬂ’ 1977 1978 1979 1980 1981 1982
40,000 30,000  20,0C ‘ - - - - . -

- - 40,0C¢ 40,000 60,000 60,000 60,000 80,000 80,000
40,000 30,000 60,0C; 40,000 60,000 60,000 _60,000 80,000 80,000
2,677 5,355 5,3535 5,355. 5,355 5,355 5,355 5,355 5,355

- 2,008 4,01}6 4.016 4,016 4,016 4,016 4,016 4,016

- - 4,01(3 8,032 8,032 8,032 8,032 8,032 8,032

- - - ' 2,677 5,355 5,355 5,355 5,355 5,355

- - - , - 4,016 8,032 8,032 8,032 8,032

- - - 3! - - 4,016 8,032 8,032 8,032

- - - ﬂg‘ - - - 4,016 8,032 8,032

- - - ;i - - - ~ 5,350 10,710
- - - ;‘ - - - - - 5,350
2.670 _ 7,363 ‘13,3t 20,080 26,74k 34,806 4Z;8%8 52,204 _62,914

i
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CAJA CENTRAL
PROJECTED BALANCE SHEET

As of December 31, 1982
(In $b. 000's)

ASSETS

Cash on hand and in Bank Deposits
Receivables

Prepaid and Deferred Assets
Investments - Loans from S&L's
Mortgage Portfolio

Fixed Assets - (Net)

Total Assets

LIABILITIES

Current
Long Term Debt
Reserves and Surplus

UNCLASSIFIED
ANNEX C
Exhibit 6
Page 1 of 2

9,356
2,500
2,000
219,000
32, 205

—1.428

266,189

250
224,703

41,536

I I ALFUR N AT i

Total Liabilities, Reserves and Surplus

CAJA CENTRAL :
PROJECTED STATEMENT OF OPERATION

FOR THE YEAR ENDED DECEMBER 31, 1982

(In $b. 000's)

INCOME

Interest on Loans 12,861
Interest on Time Deposits 1,871
Interest on Mortgrges Purchased 5,195

ADMINISTRATIVE EXPENSES

Net Income from Operations

FINANCIAL COSTS

SURPLUS FOR THE PERIOD

266,489

19,927

5,497

14,430
5,606

Note: This projection does not reflect surpluses generated from

dnsurance activities.



- BOLIVIAN SAVINGS AND LOAN ASSOCIATION

PROJECTED STATEMENT OF CONDITION

(As of December 31, 1982)
(In $b. 000's)

ASSETS

Ccash on Hand and in Banks
Receivables

Mortgage Loans

Investments

Fixed Assets (Net)

Deferred Charges and Prepaid Assets

Total Assets

LIABILITIES

Current

Long Term

Deferred Income
Regerves and Surplus

Total Liabilities, Reserves & Surplus

INCOME

Interest Earned
Commissions Earned

EXPENSE
Administrative_Expenées

Interest and Dividends

Surplus for the Period

37,426
2,417
433, 8u2
1,700
15,023

1,750

180,753

219,000
1,500

90,9052

75,U68
1,800

16,493
27,321

UNCLASSIFIED
ANNEX C
Exhibit 6
Page 2 of 2

492,158

492,158

77,2068

43,814

33,454



wsvs Bolivianos 000's

as' available at beginning of year
et zation of Current Mortgage Portfolio
1nterest N
<+ .aipal
wert1zat{on of Short Term Loans
Interest
-tncipal
.uyarance Premfums on Current Portfolio
4 vounta Receivable at 12/31/72
anagement Fee - San Miguel
w8 Pinos Recelvable
l.os Pinos Recuperation
Housing uarantee 511-HG-003
Investment on Liquidity Requirement - 8%
+ree Savings Increase - Net
«~ncral Bank Loan
M Loan
tor Mortgage Lending
Far Tlechnical Assistance and Equipment
Jn ro0an
F 1 Mortgage Lending
-ar other-activities
127
« lostng fees on uew mortgages - 3%
tnsurance premiums on new mortgages

amortization of new mortgages @ 127

wral Sources of Cash

LTILIZATION OF CASH

-_zereiL L
Leposit Retention Incentive 21-9%
Cuarrent Liabfilities
M sbursements of Current Mortgage Loans
Savings Liquidity Requirement - 87
Interest on current long term debt
amortizaction of current long temm debt
[nterest on 511-HG-003
108 Plnos land costs
vividends

5% of Tied Savings at 12/31/72

8% of total other savings
Administrative Costs
Mortyage disbursements

AID loan funds

w0B loan funds

Reinvestments
uUther AID loan disbursezents

Training

tquipment

Technical Assistance

Savings ['romotion
Other GOB ltoan disbursements

Savings Promotion

0ffice [mprovement

Liquidity Reserve
AID Loan interest
Central Bank loan {nterest and amortization
vOB loan interest
Life and disability {nsurance
Amortization of Slt-ll(‘.-UOJ

Total Utilization of Cash —

I e

Cash Surplus

BEST AVAILABLE COPY

Interest fron: contractors on new mortgages

UNCLASSIFIED

BOLIVIAN SAVINGS AND_LOAN SYSTEM ANNEX C
Exhibit 7
CASI FLOW PROJECTIONS 1973 - 1982 Page 1 of 2
[
1973¢ 1974 1975 1976 1977 1978 1979 1980 1981 1982
9,911 7,700 . 14,636 41,406 51,827 48,626 32,228 21,928 17,196 10,822
12,112 18,001 20,111 20,176 19,703 19,168 18,553 17,837 17,083 16,233
1,756 2,568 3,143 3,596 4,068 4,610 5,222 5,908 6,676 7,580
5,583 2,292 - - - - - - . -
748 376 - - - - - - - -
1,997 2,188 2,168 2,152 2,128 2,108 2,084 2,048 2,024 1,988
3,653 - - - - - - - - -
268 - - - - - - - - -
6,776 - - - - - - - - -
- - 6,604 - - - - - - -
7,800 7,500 7,400 7,200 7,000 6,700  6,40C 6,200 6,000 5,700
324 218 290 379 484 602 729 862 1,005 1,156
3,498 7,047 11,277 13,897 16,312 18,455 19,862 20,859 22,430 23,553
34,000 6,000 - - . . - : : .
- 18,500 37,000 36,500 18,000 - - - - -
- 4,160 4,160 1,680 - - . - - .
- 10,000 5,000 5,000 - - - - - -
- 9,700 8,300 2,000 - - - - - -
- 3,420 5,040 7,380 6,960 7,200 7,200 7,200 9,600 9,600
- 855 1,260 1,845 1,740 1,800 1,800 1,800 2,400 2,400
- 285 705 1,320 1,900 2,500 3,100 3,700 4,500 5,300
- 1,908 6,626 13,554 21,552 29,450 37,482 5,514 54,885 65,595
88,426 102,718 133,720 158,085 151,674 141,219 134,660 133,856 143,799 143,607
5,015 2,149 - - - - - - - -
7,260 - . - - - - - - -
36,741 17,487 1,642 - - - - - - -

280 564 902 1,112 1,305 1,676 1,589 1,669 1,79 1,834

816 782 746 708 848 975 914 853 769 722

747 782 817 855 1,096 1,336 1,381 1,426 1,475 1,52
5,965 5,884 5,796 5,701 5,598 5,485 5,363 5,230 5,086 4,929
11,000 - . - - - - - - -

62 62 62 62 62 62 62 62 62 n2
2,165 2,737 2,639 4,751 6,056 7,532 9,121 10,790 12,584 14,458
9,699 10,621 12,630 12,736 13,947 15,276 16,731 18,326 20,074 21,950

- 18,500 37,000 36,500 18,000 - - - - -
- 10,000 5,000 5,000 - - - - - -
- - - 20,000 40,000 60,000 60,000 62,000 80,000 80,000
- 1,200 1,200 1,000 - - - - -
- 1,800 1,300 - - . - - - -
- 660 660 680 - - - - - -
- 500 500 - - - . - - -
- 2,500 2,500 2,000 . - - - - -
6,200 5,800 . . . . - - .
- 1,000 - - . - . . - .
- 453 1,276 2,400 2,400 2,460 2,400 2,40
2,060 2,400 8,135 8,135 8,135 8,135 4,135 8,135
- 501 1,401 2,100 2,600 2,400 2,400 2,400
- 285 705 1,320 1.900. 2,500 3,100 3,700
93 1,005 1.003  tM9s 1,301 (JAlA, 60536 @)6h
80,724 88,052 92,314 105,253 103,048 105,991 112,732 116,450
7,700 14,63 61,405 51,827 48,626 32,228 21,928 _17,19u

(Based on a (VB Loan of 52 million)




Pesos Bolivianos 000's

Mortgage Lending LEvels

AID Loan Funds
GOB Loan Funds
Reinvested Funds

1974
1975
1976
1977
1978
1979
1980
1981
1982

BOLIVIAN SAVINGS AND 1')AN SYSTEM

GENERATION OF REINVES:&ENT FUNDS

FROM AMORTIZATION OF NEW ! DRTGAGE LOANS

1974 1975 193 1977 v 1978 1979 1980 1981 1982
18,500 37,000  36,'20 18,000 - - - - -
10,000 5,000 °  5.10 - - - - - -

- - 20,190 40,000 60,000 60,000 80,000 80,000 80,000
28,500 42,600  61,:30 58,000 60,000 60,000 50,000 B0.C00 B0 000
1,908 3,815 3,015 3,815 3,815 3,815 3,815 3,815 3,815
- 2,811 5,022 5,622 5,622 5,622 5,622 5,622 5,622
- - 4,17 8,233 8,233 8,233 8,233 8,233 8,233
- - -5 3,882 7,764 7,766 7,766 7,764 7,764
- - - - 4,016 8,032 8,032 8,032 8,032
- - - - - . 4,016 8,032 8,032 8,032
- - - - - - 4,016 8,032 8,032
- - - - - -7 - 5,355 10,710
- - - - - - - - 5,355

1,908 6,626 13,54 21,552 29,450 37,%82. 45,514 354,885 65.595
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Exhibit 1
Page 1 of )

PROJECTS READY FOR FINANCING AS OF May 20, 1973

Cost of Completion

No.of Project time
Association City Name of Project Units ($b.) in months
"LA PRIMERA" la Paz Edificio "Busch" 4 1.872.934 9
Edificio "Los Indios 16 2,211,879 10
Edificio “Florida" 8 1.128.880 6
Edificio "Uyuni" 16 2.311.504 8
Edificio "Villalobog" 104 15.392.000 2k
Edificio "Guatemala" 40  5.880.000 16
Edificio “Calacoto 22" 8 1.200.000 10
Ldificio "Catacora™ 8 1.200.000 10
Edificio "Aspiazu" 20 3.400.000 16
Particulares 100  8,000.000 12
"IA PAZY La Paz Edificio "Libertador" 11  1.870.000 7
Edificio "Esperanza® 18 1.512.000 7
Edificio "México® 17 2.748.101 12
Edificio "20 de Octutre® 60 10.861.35 18
Edificio "San Mart{n de
Porres" 16 1.325.4ho 10
Edificio "Sucre" 2h 3,846.000 10
Edificisc "La Unidn" 4o  6.400.00n 10
Particulares 60 6.000.000 12
"IA PROMOTORA™  Cochabamba  Urbanizacidn "El Castillo" 4O  2.400.000 8
Urbanizacidn "Muyurina™ 16 1.562.200 12
Edificio "Bolivar" r24h  3,710.L400 10
Particulares 35  2.947.000 12
"QUAPAY" Santa Cruz Urbanizacidn "Los Tajibos™ 100 11.527.000 10
- Urbanizacion YEl Sirari® 100 11.308.000 11
Urbanizacidn "Guapay 2" 20 2.300.000 6
Particula res 30  2.982.000 12
"TARTJA" Tarija Urbanizacion "Las Américas" 23 3.200.703 8
Particulares 30 1.860.000 12
"POTOSIY Potos{ Edificio "26 de Infanter{a" 10 866.000 10
Urbanizacidn "Santa Mdnica" § 732.800 8
Edificio "Av. del Maestro" 20 2.580.000 9
Edificio "Renovacidn 2" 12 1.788.000 9
Particulares a5 1.200.000 12
"IA PIATA"™ Sucre Edificio "Charcas" 20 1.960.000 8
Particulares 20 * 1.440.000 12
YEL PROGRESSO"  Oruro Edificio "Pagador" 6 1.126.700 10
Urbanizacidn "Armonia® 16 1.790.800 7
Particulares 20 1,800.000 12
"PAITITI" Trinidad Particulares 15 1.200.000 12
Particulares 15 1.200.000 12
TOTAL in $b. 1,185 138.629.697
TOTAL in US$ 6.,931.490 1/

1 R .
:/ Converted at 20:1
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ANNEX E
Exhibit 1
Page 1 of 1k

CHECKLIST OF STATUTORY CﬁITERIA
(Alliance for Progress )
The following abbreviations are used:
FAA - Foreign Assistance Act of 1961, as amended.
App.- TForelgn Assistance and Related Agencies 4Lppropriations Act, 1972.
MMA - Merchant Marine Act of 1936 as amended.

COUNTRY PERFORMANCE

Progress Towards Country Goals

1. TAA 208; 251 (b)

A. Describe extent to which country is:

(1) Making apprdprlate“efibfﬁgwt“”"ﬁﬁ%ﬁﬁﬂEWiuwmakin5~:;;::;rf"*",.M
increase food production and efforts with respect to food
improve means for food storage and production, storage, and dis-
distribution. : tribution. AID Loan 511-L-0h2

will contribute to these efforts.

(2) Creating a favorable climate The GOB program emphasizes
for foreign and domestic private creation of a favorable climate

enterprise and investment. for selerted foreign and
domestic private enterprise ani
investment. They are seeking
special exemptions within the
Andean Common Market for certain
investments.

(3) 1Increasing the public's The Government continues toO
role in the developmental take an active role in the
process. developmental process, and

in so doing.to increase
popular participation.

(4)(a) Allocating availsble The Government appears LO be
budgetary resources to deve- allocating as much as it is able
lopment. to development.


http:doing.to

(b) Diverting such resources
for unnecessary military ex-
penditure (See also Item No.1l6)
and intervention in affairs
of othei free and independent
nations. (See also Item No.ll).

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

(6) Making economic, social.
and political reforms such as
tax collection improvements
and changes in land tenure

toward respect for the rule of
law, freedom of expression and
of the press and recognizing the
importance of individual 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
capltal 1nvested in other
countries by its own citizens,

(9) Otherwise responding to the
vital_economic, politieal, and
social concerns of its pcople
and demonstrating a clear
determination to take effective
self-help measures.

UNCLASSIFIED
ANNEX E
Exhibit 1
Page 2 of 14

»

The Government does not make
unnecessary military expendi-
tures and does not intervene
in the affairs of other nations.

The GOB, through the Central Bank,
recently loaned the Caja Central
the equivalent of $2,000,000 tc
allow the Caja to expand its
mortgage lending activity.

The Government is making these

efforts.

The Government adheres to

. these principles.

' Bolivia has urged repatriation
"of capital invested in other .
countries by its own citizens,

and 1s considering active meas-
ures to accomplish such re-
patriation.

The Government appears to be
doing this in an’increasingly
effective manner.



UNCLASSIFIED
ANNEX E
Exhibit 1
Page 3 of 1h

B. Are gbove factors taken into Yes.
account in the furnishing of
the subject assistance?

T'reatment of U.S. Cltizens

TR

o bl Wl 28 el 2

FAA. 620(c). If assistance is to Not applicable.
government, is the government

liable as debtor or unconditional

guarantor on any debt to a U.S.

citizen for goods or services

furnished or ordered where (a)

such citizen has exhausted avail-

able legal remedies and (b)) debt

is not denled or contested by such

government?

mAa L andt NN T Tear e o e A T MR T y;‘..‘l"f;."{:.l ot T

to a government, has it (including
government agencies or subdivi-
sions) taken any action which has the
effect of nationallzing,expropriating,
or otherwise seizlng ownership or
contrpl of property of U.S.

ciltizens or entitles beneficlally
owned by them without taking

steps to dlscharge its obligations
toward such citizens or entities?

FAA. 620(0); Fishermen's Protective . Not applicable.
Act. 5. If country has seized, or

imposed any penelly or sanction

against, any U.S. fishing vessel

on account of 1ts fishing activities

-1in international waters.

a. has any deduction required by
Fishermen's Protective Act been made?

b. has complete denlal of assistance
been considered by AID Administrator?



Relations with U.S. Covernment and Other

Natlons

5,

0.

FAA. 620(d). 1If assistance is for any
productive enterprise which will
cownete in the U.S. with U.S.
enterprise, is there an agreement

by the reciplent country to prevent
export to the U.S. of more than 20%
of the enterprisec's annual production
durirg the life of Lhe loan?

FAA, 620()). Has Lhe country permit-
ted, or failed to take adequate
measures to preveni. the damage or
destruction by mob action, of U §.
property?

If the country has

T FAA 690(12,

8. FAA. 620(q).
9. FAA. 620(t).
10. FAA. 620(u).

falled to institute the investment
guaranty program for the specific

risks of expropriation, in conver-
tibility or confiscation, has the

AIP administration within the past
year considered denying assistance
to such government for this reason?

Is the government of
the reciplent country in default on
interest or principal of any AID
loan to the country?

Has the country severed
diplomatic relations with U.S.? If
g0, have they been resumed and have
new bilateral assistance agreements
been negotisted and entered into since
such resumption?

What is the payment
status of the country's U,N.
obligations?

UNCLASSTIFIED
ANNEX E
Exhitbit 1
Page 4 of 1k

Not applicable,

The Government of Bolivia has
taken adeguate measures to
prevent the damage or destruc-
tion by mob action of U.S.
property whenever possible.

The Government has instiluled
the investment guaranty
program. :

Bolivia is not in default
in payment of principal and
interest on any AID loan
within the meaning of

FAA 620(q).

Bolivia has not severed
diplomatic relations with
U.s.

Bolivia paid $47,671 in Sep-
tember 1972; therefore it is
not delinquent within the
meaning of 620(u). However,

it remains approximately ‘wo
years in arrears on i‘s assessed
contributions.



11.

12.

13.

1k,

15.

16.

If the country is in arrears, were
such arrearage taken into account
by the AID Administrator in
determining the current AID
Operating Year Budget?

FAA. 620(a). Does recipient
country furnlsh assistance to Cuba,
or fall to take anpropriate steps
to prevent ships or alrcraft under
its flag from carrying cargoes

to or from Cuba?

FAA, 620(b). If assistance ig to a

government, hes Secretary of
State determined that 1t is not
ontrolled by the international
smmuillst movement.

FAA. 620(f). 1Is recipient country
a communist country?

FAA, 620(1). 1Is recipient country

in any way involved in (a) subversion
of, or military mnggression against, .
the U.S. or any country receiving
U.S. assistance, or (b) the planning
of such subversion or aggression?

FAA. 620(n). TDoes recipient country
furnish goods to lorth Viet-lam or
permlt ships or alrcraft under its
flag to carry cargoes to or from
North Viet-Nam?

FAA. L81., iHas the Government of the

UNCLASSIFIED
ANNEX F
Exhibit 1
Page S of.lh

No, the recipient country
does not furnish assistance,
nor fail to take appropriate
steps to prevent ships or
alrcraft under its flag from
carrying cargoes to or from
Cuba.

Bolivia is not controlled by
the international Communist
movement accordlng to thne
Secretary of State.

No, Bolivia does not have a
Communist Government.

No. Bolivia is not engaged
in these activities. '

No, the recipient country does

not furnish goods to North
Viet-Nam nor permit ships or
alrcraft under its fluig to
carry cargoes to or from
North Viet-Nam.

a
The GOB 1s actively coorperating

with USATD public satety advizors
BIIDD representatives and other
international agencies to take
such steps as may be necessary
to control drug traffic in
Bolivia.

reciplent couniry falled to take
adequate steps to prevent narcotic
drugs and other controlled sub-
stances (as deiined by the Compre-
hensive Drug Abuse Prevention and
Control Act of 1970) produced or
processed, in whole or in part, in



such country, or transported

through such country, from being

gold illegally within the Jjurisdiction
of such country to U.S. Government
personnel or their dependents, or

from entering the U.S. unlawfully?

Military Expendltures

17. FAA. 620(s). What percentage of
country budget is for military
expenditures? How much of foreign
exchange resources 1s spent on
military equipment? How much 1s
spent for the purchase of sophis-
ticated weapons system?

(Consideration of these points
is to be coordinated with the
Bureau for Reglonal Coordinators
s tary Asslslance Staff
(PRC/RC)).

CONDITIONS OF ™E LOAN

General Soundness

18, TFAA. 201(d). Information and con-
clusion on reasonableness and le-
gality (under laws of country and
U.8.) of lending and relending
terms of the loan.

19. FAA 251(b), 251(e). 1Information
and conclusion on activity's econo-
mic and technical soundness. If
the loan 1s not made pursuant to a
maltilateral plan, and the amount
of the loan exceeds $100,000, has
country submitted to AID an appli-
catlon for such tunds together with
assurance to indicate that funds
will be used in an economically and
technically sound muanner?

UNCLASSIFIED
ANNEX E
Exhibit 1
Page 6 of 1k

15.8¢ of FY 73 (Calendar year
1973) GOB budget is designated
for milltary expenditure. An
estimated $900,000 was targated
for equipment expenditure, but
we have no figures on how much
of that represented foreign
exchange expenditure. There
were no purchases of sophisti-
cated weapons systems.

The loan terms are reasonable
and consistent with United
States and Bolivian laws.

The borrover has made an
application for loan funded
assistance in this activity
and there have been assur-
ances that the funds will be
used in an econcmically and
technically sourd manner.



20.

2l.

22,

. 23,

2k,

FAA. 251(b). Information and
conclusion on capacity of the
country to repay the loan in-
cluding ressonableness of re-
payment prospects.

FAA 611(a)(1). Prior to signing

of loan will there be (a) engineer-

ing, financial, and other plans
necessary to carry out the assist-
ance and (b) a reasonably firm
estimate of the cost to the U.S.
of the assistance?

FAA, 611(a)(2). 1If further legis-
lative action is required within

recipient country, what 1s basis

for reasonable expectation that
such action will be completed in
time to permit orderly accomplish-
ment of purposes of loan?

FAA. 611(e). ‘If loan is for capital

assistance and all U.S. assistance
to project now exceeds $1 million
has Misslion Director certified the

country's.capabllity effectively to

maintain and utlllize the project?

FAA. 251(b). Information and con-

clusion on availabllity or financing

from other free-worlcd sources, ine
cluding private sources wilthin the
United States.

UNCLASSIFILD
ANNEX I8
Exhibit 1
Page T of 14

There are reasonable prospects

- for repayment by the Borrower

as discussed in Section II.B.
of the Flnancial Analysis.

Since the loan funds are to be
administered by the Caja Central,
acting as an ICI, plans for eli-
glble subprojects will not be
required. However, the Caja
Central does not make subloans
to the S&L system without re-
viewing the FHA Insurance Appli-
catlions which indicate whether
the house meets FHA standards.
(See Section II.A., Institu-
tional Analysis.) The cost of
been established and is considered
to be reasonably firm. (See Szc-
tion II.B.)

No further legislative action
in Bolivia is required for
implementation of this project.

Yes. (See Annex A, Exhibit 1.)

Financing for this activity is
not avallable from other free-
world sources, including pri-
vate sources within the United
States, on feasible terms.



Ioan's Relationship to A.hievement

of Country and Regional Goals

25.

26.

27.

28.

FAA. 207; 251(a). Extent to which
assistance reflects appropriate
emphasis on: (a) encouraging deve-
lopment of democratic economic, po-
litical and social institutions;

(b) self-help in meeting the coun-
try's food needs; (c¢) improving avail-
abllity of trained manpower in the
country; (d) programs designed to meet
the other important areas of economic,
political, and social development, in-
cluding industry; Cree labor unions,
cooperatives, and voluntary agencles;
transportation and communication; plan-
ning and public administration; urban
development; and modernization of
“EX{STing laws.

FAA. 209, 1Is project susceptible
of execution as part of regional
project? If so, why is project
not so executed?

FAA. 251(b)(3). Information and
conclusion on activity's relation-
ship to, and consistency with,
other development activities, and
i1ts contribution to realizable
long-range objectives.

FAA. 251(b)(7). Intormation and
conclusion on whether or not the
activity to be financed will con-
tribute to the achievement of
self-sustaining growth.

UNCLASSIFIED

ANNEX E
Exhibit 1
Page 8 or 14

This loan will contribute
currently to all these
objectives with the excep-
tion of (b).

This project could not be

carried out as' part of a regionsl
project since it is designed
specifically to promote a sel?-

- sustaining savings and loan

system within Bolivia.

With an emphasis on urban hous-
ing development this activity
will be complementary to Bolivia's
rural community development pro-
gram "Plan de Fmergencia" and
"Economic Development Plan". As
such, it will contribute o thre
long-range objectives of the GORB
of providing adequate housing to
the people of Bolitvia.

This project should contribute
to the achievement of self-
custaining growth in the SilL
system since it will provide
sufficient seed capital to allow
for a continuing and expanding

Mortgage Loan Program.



29,

30.

31,

32.

FAA. 281(a’). Describe extent to
which the loan will contribute to
the objective of assuring maximum
participation in the task of econ-
omic development on the part of
the people of the country, through
the encouragement of democratic,
private, and local governmental
institutions.

FAA. 281(b). Describe extent to
which program recognizes the par-

_tlcular needs, desires, and capa-

clties of the people of the country;
utilizes the country's intellectual
regources to encourage jastitutional
development; and supports civic
education and training in skills
required for effective participation

R —— -

et 3 L2 0A ), DYG

‘cesses essential to self-government.

FAA. 601(a). Inform:tivn and con-
clusions vhether loan will encourage
efforts of the country to: (a) in-
crease the flow of international

trade; (b) foster private initiative

and competition; (c) encouurage deve-
lopment and use of cooperatives,

credit unions, and savings and loan
associations; (d) discourage monopo-

listic practices; (e) improve technical

efficiency of industry, agriculture,
and commerce; and (f) strengthen free
labor unions.

FAA. 619. 1If assistance is for newly
independent country, 1s it furnished
through multilateral organizations or
plans to the maximum extent appro-
priate?

UNCLASSIFIED

ANNEX E
Exhibit 1

Page 9 of 14

This loan 1s aimed at the
stated objective through its
support of the developmental
efforts of private institutions
and the participation of the
people of the country in the
developmental process.

The loan directly recognizes
these factors in the develop-
ment cf its assistance to the
S&L system by enabling the
system to be more responsive
to and capable of providing
for the needs and desires of
the people of the country.

The loan will be effective in
the area described in (c),
since 1t is designed to create
a self-sustaining savings and
loan system.

Not applicable,——



33.

3k,

35.

FAA. 2§l§h}. Information and con-

clusion on whether the activity is
consistent with the findings and re-
commendations of the Inter-American
Committee for the Alllance for
Progress in its annual review of
national development activities.

FAA. ézlggf. Information and con-

clusion on use of loan to assist
in promoting the cooperative move-
ment in Letin Americsa.

FAA. 209; 251(b)(8). Information
and concluslon whether assistance
will encourage regional develop-
ment programs, and contribute to
the economic and political inte-

gration of Latin America.

Ioan's Effect on U.S. and AID Program

36,

7.

FAA. 251(b)(4); 102,

Information end conclusion on pos-
s8ible effects of loan on U.S. econ-
omy, with speclal reference to
areas of substantial labor surplus,
ani extent to which U.S. commodi-
tles and assistance are furniched
in a manner consistent with improv-
ing the U.S. balance of payments
position.

FAA. 601(b). Information and con-
clusion on how the loan will en-
courage U.S. private trade and
investment abroad and how it will®
encourage private U.S. participa-
tion 1in foreign assistance pro-
grams (including use of private
trade channels and the services
of U.S. private enterprise),.

UNCLASSTIFIED
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Activity is consistent with
such findings and recommen-
dations.

Not applicable.

The loan will provide no

direct assistance to regional
development programs. However,
the Csja Central maintains
membershlp and actively parti-
cipates in activities of tl -«
Interamerican Savings and Ioan

Association.

The loan will have no fore-
seeable unfavorable effect
on the United States economy.
Some U.S. commodities will be
imported.

There will be U.S. private
sector particiration in this
project since a portion of
the loan proceeds will be
used to purchase tecanical
services and some commodities
from U. S. sources.



38.

Lo,

k2,

FAA. 601(d). 1If a capital project
are englneering and professional
services of U.S. firms and their
affiliates used to the maximum
extent consistent with the na-
tional interest?

FAA. 602. Information and conclu-
sion whether U. S. small business
will participate equitably in the
furnishing of goods and services
financed by the loan.

FAA, 620(h). Will the loan pro-

mote or assist the foreign aid
projects or activities of the
Communist-Bloc countries?

UNwLASSIFIED
ANNEX E
Exhibit 1
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Professional advisory services
of Us S. firms will be used to
the maximum extent consistent

with the needs of the project.

U.S. small business will be
invited to participate when
appropriste,

No, the loan will not promote
or assist the foreign aid
projects or activities of
the Communist Bloc countries.

LTINS Sredenee
loan, informa-
tion and conclusion whether such
asslstence will be furnished to
the fullest extent practicatle

as goods and professional am
other services from private en-

-terprise on a contract basis, If

the facilities of other Federal
agencies will be utilized, infor-
mation and conclusion on whether
they are particularly suitable,
are not competitive with private
enterprise, and can be made avail-
able without undue interference
with domestic programs.

FAA. 252('m), Total amount of

-money under loan which 1s going

directly to private enterprise,

is going to intermediate credit
institutions or other borrowers
for use by private enterprise, is
being used to firance imports from
private sources, or 1s otherwise
belng used to finance procurement
from private sources.

B R )

‘Some tecnaical-wssistance will

be provided by private sector
groups Oir a contract basils. It
is not contemplated that Federal
agencies will be utilized. '

The entire amount of the lcan
will go ‘to private enterprise
through intermediate credit
institutions.



Loan's Compliance with Specific Requirements

FAA, EOlfd!. Is interest rate of

Joan at least 2% per annum during
grace period and at least 3% per
annum thereafter?

Information on measures
to be taken to utilize U. S. govern-
ment excess personal property in

1ieu of the procurement of new items

Will all commodity
procurement financed under the
loan be from U,S. except as other-
wise determined by the President?

What provision 1s
made to prevent financing com-
modity procurement in bulk at
price higher than adjusted

U. S. market price?

If the host country
discriminates against U.S. marine
insurance companies, will loan
agreement require that marine
insurance be placed 1n the U.S.
on commodities financed by the

L3,

L. FAA. 608(a).

45. FAA. 604(a).

L6. FAA. 604(D).

47. FAA. 60L(d).
loan?

W8,

FAA. €0L4(e).. If off-shore procu-
rement of agricultural commodity
or product is to be financed is
there provision against such pro-
curement when the domestic price
of such commodity i1s less than
parity?

FAA, 611§b}. If loan finances

¥ater or water-related land re-
SOurces construction project or
Progrem, is there a benefit-cost

UNCLASSIFIED
ANNEX E
Exhibit 1
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Yes

Mission will ensure that
the Borrower 1s apprised of
the avallaebillity of excess
U.8. Government property and
that the Boriower purchases
that property which fits its

needs.

The

Yes, Code 941, U. S. ard
Bolivian sources will be
used for procurement.

Any bulk commodities which
may be procured will be
subject to the bid procedure.

In the unlikely event that
Bolivia discriminates against
any U.S. marine insurance
company, commodlities purchased
with loan funds will be insured
agalnst risks with a U, S. com-
pany as required by this section.

Not applicable,

Not applicable.



computation made, insofar as
practicable, 1n accordance with
the procedures set forth in the
Memorandum of the President
dated May 15, 1962.

UNCLASSIFIED
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50. FAA. 611(c). If contractors for Not applicable
construction are to be financed,
what provision will be made that
they be let on a competitive basis
to maximun extent practicable?

51. FAA. 620(g). What provision is Assistance will not be used
there against use of subject as- to compensate owners for
slistance to compensate owners for appropriated or nationalized
expropriated or nationalized property.
property?

52. FAA. 612b); s 636(h). Describe The Central Bank has contri-

erEsmmr gt e asiind . to_the A e Ly T e
maximum extent possible, the country $2 million in pesos to the —
is contributing local currencies to project.
meet the cost of contractual and
other services and foreign curren- No Bolivian pesos owned by the
cles owned by the U.S. are utilized U.S. are avalleble for financing
to meet the cost of contractual and this project.
other services.

53. App. 10k, Will any loan funds be No loan funds will be used _
used to pay pensions, etc., for to pay pensions for military
military personnel? personnel .

5k, App. 106. If loan is for capital Since the loan funds will be
proJect, 1s there provision for reloaned by the S. & L. As-
AID approval of all contractors soclations AID will not ap-
and contract terms? prove contractors or con-

tract terms.

55. App. 108. Will eny loen funds be No.
used to pay U. . assessments? '

56. App. 109. Compliance with regula- Will comply.

tions on emvuloyment of U. S. and
local persoamel for funds obligated
after April 30, 1964 (Regulation 7)



57. FAA. 636(1). Will any loen funds

be used to finance purchase, long-

term lease, or exchange of motor
vehicle manufactured outside the
United States, or any guaranty of
guch a trensaction?

58, App. 401, Will amy loan funds be
used for publicity or propagania
purposes within U. S. not author-
1zed by the Congress?

59, FAA. 620(k). If comstructlon of
production enterprise, will
aggregate valiue of assistance to
be furnished by U.S. exceed $100
million?

60. FAA. 612(d). Does the U.S. own ™
S ess rorelgn currency and, if
go, what arrangements have been

made for its release?

61. MMA. 901.b, Compliance with re-
quirement that at least 50 per
centum of the gross tonnsge of
commodities (computed separately
for dry bulk carriers, dry cargo
liners, and tankers) financed
with funds made available under
this loan shall be transported
on privately owned U. S. flag
commerclal vessels are avalilable
at fair and reasonable rates.
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No. Any motor vehicles needed
will be imported from the
United States, unless other
procurement 1s authorized.

No funds will be used for
publicity purposes within
the U. S.

Not applicable.

U. S. does no£ own excesg .
foretgn currency in Bolivia.

Regulation will be canplied
with. ‘





