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AID-DLC/P-9h43

Deccember 31, 1970
OLOMBIA=~ CADASTRAL LOA

COMME ONS

1. Borrower; The Borrower will be the Government of Colombia (GOC).
The executing agency will be the "Instituto Geogrdfico Agustin
Codazzi'" (IGAC).

2. Loan;

a. Amount; Not to exceed $3,600,000 to cover the foreign exchange
costs of the project and the local currency costs of loan funded
technical aseistance (up to $90,000).

b, Termas:

Intereat - 2% per annum during the grace period, 3% per annum
thereafter.

Maturity - 40 years

Grace Period-10 years

Disbursement peviod - 4 years

3. Total Cost; Total cost of the proposed program from 1971 thru 1974
18 cstimated at the equivalent of $22,941,225 including GOC funding.
The relative contribution for financing are as follows:

Relative Financinl Contributionsa
(Thousanda of U.5.$ and $/E)

Estimated local

Estimated Costs (in dollar
Dollar Costs _%_ ecquivalent terms) 7 Total Coat %
AID 3, 510 88 90 1 $ 3,¢00 15.0
AWIM** T30 oo - -- h30 2.0
GOC - -2 108,911+ 99 18,911 83.0
3,70 100 19,001% 100 22,941 100.0

* $1.00 U.S. equals 20 Colombian Pcsos.

*¥¥ BXIM Bank has been approacherd r?Farding the flnancing of an aircraft
for this project, estimated at 430,000.
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5. Puxpong
The purpose of the loan supported program is:
To establish standardized property values based on a national system
and to establish and maintain centrally controlled property tax lists for
tax collection to support "municipio" governments and development programs;
a) By assisting the completion of the ongoing inventory awnd evaluation
of all real astate properties in the populated and/or developing regions of
Colombia by the end of 1974; and
b) By developing a system for continuous refinement and updating
of property maps and/or property valuations on a selective priority basis
and for providing cadastral, soils and related data to support other GOC
development: programs,

6. Financial Plan

a. By Activity Componentas

Table 2
Financial Plan * %

(Thousands of U.S.$ and $/E)

AID IGAC

= A S8R 7 3+ $/E e
Cadastral Dept, 1,224  30.6 11,228 59,7 12,452 54.4
Soils Department 146 3.6 2.238 11.8 2,384 10.5
Cartopraphic Dept. 1,464% 36,6 3,339 17.7 4,803 21.1
Technical Asaistance 629 15.6 137 0.7 766 3.3
Participant Training 144 3.5 208 1.1 352 1.5
Equipment Maintenance 200 5.0 346 i.8 546 2.4
Local Purchane Items 0 0.0 73 0.1 73 0.1
Administration 0 0.0 1,342 7.1 1,342 5.9
Contingency (5.17%) 204 5.1 0 0.0 223 0.8

4,030 100,0 18,911 100.0 22,941 100.0

* Includes $h30,000 Ffor Alrplanc

¥ The amomils shown herein are approximations and minor adjustments ean
be expected Yetween line ltems durlng the implementation period of the loan.

- 111 -
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b, By Yearly Distribution

Table 3
Yearly Distribution.of Fuads

(Thousands of U.S5.$ and $/E)

1971 1972 1973 197¢4 Totnl
EXIM 430 - - - 1430
AID * 2,279 561 681 79 3, 600
IGAC 4,411 4,629 4,835 5,036 18,911
Total 7,120 5,190 5,516 5,115 22,91

% AID  37.8% 10.87% 12,3% 1.5% 17.5%

* The majority of equipment will be procured during the first year.

(1) For cxchange calculations in the above tables the exchange rate

has been taken as Colombian Pesos 20.0 to the dollar. The Colombian
contribution amounting to approximately Col.Ps. 378 million (82.5%

ot total project costs) represents the proprammed expenditure over

the four-year project perfod by IGAC in support of Its cadastral
program. It does not reflect total IGAC expenditures.

(2) The peso contribution of IGAC will necesgarily be subject to annual
review and approval by the Colombian Congress since IGAC's resources
come from budget appropriations. However, in view of the support given
during the past five years, no special difficulty is anticipated in the
GOC's providing adequate support. i requirel GOC contribution will be
Formalizoed in the Toan Avavoments ar n covenant,

(3) The fipures are taken from the IGAC's revised budget plan submitted

to the Mission in November 1970,

7. Alternative Sources of Financing:

The Inter-American Development Bank and the International Bank for

Reconstruction and Development axpressed "no interest” in participating

- {v -
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in the financing of thig Project in their letters dated Sept. 17 and
9
Sept:, 19}rzgpcctivu1y. The Export-TImport: Bank has been informed of this
Project and authorization of this CAP will be contingent upon prior receipt
of Lts written expression olther of "no 1ntéreut" or "partial interest" in
this project,
8. llost Country Clearance
The Colombian Natdecanl Plauning Apency approved the proposed loan in a
letter reerived by the USAID on May 5, 1969,
9. iLi.;f.'.i.!.f.l;sa!‘_'x.___SL_t:!_U:J:J_-'.\...(:.*:::¢.~.4fsu.x.'."_:£_lTJ)_;. ATl wtatutory criterfa have been
met.
100 Jisnes
see Annex 1V of thig paper for a clarification of lasues including those
ralsed at the time of the [RR approval.
L. Bocomvrndations
The Mission recommends that ATD/W authorize {t Lo negotinte a loan on
the tevms and condiifong sunmarized above and as furthor explained {n this
Japibal Asslatance Paper, and particularly fn Section 111 C, Qggilglggg

and_Covennts,

Projoct Coravittee;

Loan 0Officers * . R. Greenspan, CDPED

* 1. M. Smolkin, CDPED
Consultane * J. Rosholt, TAGS/NRD
Loplneer P. 0. O'Shnughnvnsy. ENG
Controller R. L. Berrett, CONT
Legal Offlcer C. Tatlock, RIA
Revieynd by F. All(](!t'!)()n, D/D

JuJ. Sconce, ADO
L. Kornfeld, ADDP
B, Hemenway, ECON
T. Foley, CRDO

Approved by . Weissman, DIR
* Principal drafting officers
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SECTION I ~ NATURE OF THE PROJECT

A. Description of the Loan Supported Program
1. Definition of Objectives
Colombia requires an accurate and current inventory of all real
property in orcer to identify and develop its human and natural resources
to improve its property tax structure; and to clarify its land tenure
problems. The basic components for such an inventory are:

(a) Accurate property or cadastral maps, based on an identification

and location of property boundaries.

(b) Fquitable property evaluations, which will form the basis for a

modern tax assessment system,

(¢) A modern and Minetionnl property registration system based on

the cadastral information.

The proposed loan will support an onpoing cadastral program desijgned
to accomplish the above objectives in the developed and populated repions,
which encompass over 357,000 square kilometers of the country (See Annex
II, bxhibit 1),

The loan will accomplish three principal objectives:
(a) The aceeleration and completion of the property iuventory and
evaluation program initiated by the GOC in 1966

(b) The establishment of a modeen system for property value adjust—

mente on a current baaia; and

(¢) The systematization and expansion of utilization of all property

data, which will facilitate the use of this data for other GOC

development programs,
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The following summarizes the above objectives:
(a) With the aid of the proposed loan, 90% of the properties in

the program area can be inventoried and placed on the tax

roles by 1973; by 1974, 97% completion will be achieved; (see

Annex II, Exhibit 7).

The work will be carried out concurrently in each department,
by 22 sectional offices, and within each department the work will
be carried out in "municipios" on a selective priority basis.

(b) In addition to the above, a program of refinement and readjust-
ment will begin in 1972 and will consist of two functions:

(1) Updating property values as the property inventory and
initial property values are completed on a departmental
basis by the sectional offices; and

(2) Improving the cadastral maps and/or cadastral map products
for more accurate property delineation and propertly arca
calenlations.

Updating Property Valuns

Like the formation of the property inventory, the ICAC program for
updating property values will be carried out on a "mmicipio" basis
within each department,  The selection of the areas will be made on a
priority basis according to three main factors:

1) The economic growth of the arca; that is the amount of develop-
ment and construction that has taken place since the inventory was made;
2) The period of time from the last evaluation. For example,

properties cvaluated in 1966 would be reevaluated first unless other

factors are involved; and
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3) The requircments of regional development programs of other GOC
agencies gucli as INCORA, the agrarian reform agency. (See section 11€),

Although the updating process will involve a visual inspection of
each property to note particular improvements and new construction, the
main function will be to refine the price leveling data that is used as
the basis for property values. Tor this purpose, IGAC is requesting the
technical assistance of an agricultural economist; a statistician with
an cconomic background; and a specialist in urban valuations, particularly
for the valuation of factories and major constructions. The main object-
ive is to develop a method of continually wupdating the price leveling
data with a statistical sampling of market valuecs of properties, since
the property values inecrease due to inflation and/or development within

a gpecific arca.

Like all cadastral programs of this nature, the cadastral maps are
direetly dependent upon the availability of aerial photography at
suitable scales. 1In carrying out the first stage of the cadastre,
essentially a property inventory, IGAC is using all photography that is
available, including hasic mapping photography at 1:50,000 scale that
wag enlarged to 1:10,000 seale, Consequently, now photograshy and
better cadastral maps will be required in the gradual refinement process
of the milti-purpose cadastre in many areas. Some of the equipment
being requested under the loan, such as the orthophoto projectors for
producing orthophoto maps, will be uscd for this purpose.

- 3 ~
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Thus, during the period from 1971 through 1974, IGAC will be engaged
in a complex program of completing the first stage of the cadastre in
some departments and/or initiaving the second stage of refinement or
vpdating in others. The reasons for developing the program in this
manner, instead of completing the first stage in all departments before
starting the second stage, are fundamental:

First, the success of the entire program lies in the fact that
the work is being carried out on a "municipio" level by the sectional
offices working independently in each department,

Second, some arcas of the country are developing much faster
economically than others. Therefore, since the radastre must adapt
to meet: the functional needs of the conutry, it is more important to
update and refine the cadastre in some areas betore completing the
inventory in others.

Third, the entire cadastral propram is geaved to a national program
of regional development.  The work carried out in each "municipio",
selected on an economic priority basis, forms a part of a repional plan
involving other GOC agencies,

(¢) One of the iwportant benefits to be derived from 1he IGAG
cadastral program is the systematization of all property data, 1t is
estimated that there are over three millien properties presently on the
"municipio" tax rolls in the IGAC program area. This is the result of
cadastral efforts carried out over the last 30 years, Unfortunately,
most of the oripinal cadastral work had not been properly maintained
prior to 1966. The new IGAC program begun in 1966 of inventorying and

- 4 -
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evaluating properties systematically by "municipio" in each department
has ereated an up~to-date record for over 1,660,000 propertics. Thus,
the procedures of manually organizing, maintaining and updating these
records has reached the point of becoming unwieldy and uncconomical.
Also, the enormous amount of basic data cannot be fully utilized for
the GOC programs of economic development,

The GOC has a central povernment computer center (DANE) which,
among other things, has an IBM 360-30 computer, The IGAC will work
with DANE in setting up an ADP system of property recovds, Since these
records arve located din the sectional cadastral offices in rach department,
IGAC plaus to wicrolilm these records and bring the microfilm to Hoprota,
Then, nsing microfilm readers, the data will be transcribed to IBM cards,
and Iater stored on compuler rapes,

One of Ahe main functions of the operation wiil be to print out the
propecty tav bills for cach "municipio™ and o mainfain central records
on properiy tax collection.  Another important function will boe the
maintenance of property values, onee the LGAC program of updating
property values pets anderway,  This adminisi»ation of data, and the
facility ror procossing particular dita for development programs heing
undertaken by other oo arencies, will be one of the most important
benelits to be derived from the 1GAGC cadastral program,

(d) Within the broad outlines of the property inventery and value
updating program discusaed above are a number of diverse, but interreclated,
sub—activities., Perhaps the moat important of thesc from the vicwpoint of

immediate social and economic impact are those affecting property

- 5 -
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registration and soils studies,

Since cadastral maps and records, and the corresponding property
registers of titles and/or deeds, form complementary parts of the same
system of propepty description and identification, there has to be some
system of crosg=reference batween the cadastre and the property
registries. The GOC has recognized the need for developing a better
land registration system, and a law was passed in November of 1969
giving the central government the right to change, update and modernize
the present property registration system. The decree established a
comnission under the National Registry Office, Ministry of Government,
to study the various systems and to recommend changes in the prosent
system. Thus, a new property repistration law was passed in July, 1970,
which establishes the cadastre as the basis for property descriptions
in the repistyy.  This is an important first step in the clarification
of land tenure problems,

Within the property cvaluation portion of the cadastral program,
the portion that has perhaps the closest linkages to other develapmental
programs is that related to soils analysis,

About 75% of the total propgram area Las been covered by some type
of s0ils studies for property cvaluation purposes, The soils studies
along with the physical characteristics of an area, such as drainage,
permeability, slope, erosion, depth of soils, ctec. are used as an index

for the potential value of the land by the Cadastral Department.
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IGAC i8 aware of the problema of possible discrepancies in property
valuatlons bhased on the mathods being uned, and deniran to improve thege
methods for the program of updating of property values due to be initiated
in 1972, Thus, they are requesting technical assistance from the loan;
specifically an expert in the potential use of land and an expert in
classificationaof soils according to solls genesis. The latter requires a
8oil correlation of all studies undertaken to date.

The immediate relevance of the cadastral programto other Colombian
Development programs 18 {llustratod by the use of the cadastral data by
other GOC entitics. Since 1967, the IGAC Bolls Department has worked
closely with the aprarian reform ageacy (TNCORA) on specific projects,
particularly ivripation projects in arvid and semi-arid regions, Much of
the solla cquipment befug vequested under the loan is to expand these
speclal capabititics and to expand the facliitles for making soil fertility
studfce for I'COPA and other Colombian arencicn, the purpose being to
lmprove speclfic crop production in a glven arvca. Inderena, the Nattonal
Consexvation Agency, will begin using IGAC established property values to
form the bane from which private propecty in the Tyrouna National Park {is
purchased. Also, the Publie Works entlty in the ety of Pereira is using
property values ertablished by the T0AC Cadantre »g a basls for purchasing
lands for fts Rio Otun Watershed. Thene and other examples can be cited
to point out tae use of the cadastre in priority GOC programs.

2. AID Financing

a. In 1966 the GOC fnitiated an acceleratod program of mapping to

identify and evaluate all real estate properties in the developed and

-7 =
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populated regions of Colombia, using modern mapping and pProperty
identification techniques based nn aerial photography; modern property
evaluation methods based on market value studies, local construction costs,
soils studies, etc. to develop equitable property values on a national
standard.

In order to obtain thig objective by 1974, the GocC proposes to spend
a total of $37,685,385. The cogt for the five year period from 1966 through
1970 has been $18,774,160*%; and the cost for the remaining four year period
from 1971 through 1974 ig estimated to be $18,911,225%% (See Annex 11,
Exhibit 6).

The proposc) AID loan will be limited to dollar financing for equipment,
technical assistance and participant trainine (Sce Section II D 3 for a
discussion on the treatment of local costs of technical assiatance). The
acquisition of new cquipment durine 1971 wil] enible the IGAC to meet the
above objectives, and to continue a long range propram of updating and
refining property mapping and property replatration. The technical assistance
and participant training will develop IGAC capabilities for improving
valuation techniques and for maintaining property valuca on a current year
by year basls. 1t will also develop means for using the cadantral and soils
data for other o development programs, rarticularly urban planning,
agricultural development, land reform and a centralized control for property
tax collections,

The following tables sive a summary of proposed AID loan funds and

the respective GoOC contributions during the perfiod 1971 - 1974,

* Based on yearly averape exchange ratces
** Based on an exchange rate of 20 pesos to $1.00 U.S.
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SUMMARY OF TOTAL CADASTRAI PROGRAM FUNDS 1971 - 1974

(In Thousands of $ and $/1)

AlD AID 7% IGAC IGAC 7, Total
Administration 0.07% 1,342 100.07%, 1,342
Cadastral Tept. 1,224 8.97 11,228 90.1% 12,452
Soils Department 146 6.17% 2,238 93.9% 2,384
Cartographic Dept. 1,464% 30.57 3,339 69.5% 4,803
Participant Training 144 40,97, 208 59.1% 352
Techunical Assictance G629 82.17% 137 17.97 766
Egquip. Halnrenance 200 36,67, 346 63,47 546
Local Purchasce Itemn 0.07% 73 100.07 73
SUB-TOUTATL, 3,607 16,87 18,011 83.27 22,718
Continpeacy 4,67 20 P23
TOTAL 4,030 17.57 18,911 82.5% 22,9
¥ Ineludces $h30,000 ror Alrepratt,
ranen s
SUMMARY _OF 1OAN FUNDS
(U.s5. %)
Equipnment 3,033,000 75.9%
Teehnical Aasistance A, ing 15.7%
Participant Trvainlng 143,540 3.67,
Contingency 293920 4.8%
TOTAL 4,030,000 100.07%
* Tnelules 230,000 for Afrern:t.
TABLE 6
PTOTRTIUM O Qi;ﬁT“ TOAN FUNDS
(v.s. $)
1971 1972 1973 1974 TQTAL
2,279,150 560,625 681,025 79,200 3,600,000
63.07 16.0% 19.0% 2.0% 100.07%

- 9 -~


http:iPrP;Tr.Ti

UNCLASSIFIED

3. Operating Criteria

The TCAC 1o an &utonomous agency of the Government of Colombia given
the responsibility by law to:

a) Lstablish peodetic control networks and lower order control for
mappiuy, purposes,

b) Complete basic topographic maps of the country,

¢) Undertake a national cadastre and property valuation throughout
the country, except in the Special District of Bogotd and the Department
of Antioquin, which have tﬁeir own proprams in coordination with the national
propram. (Sce Annex IX, Exhiblts 1 and 2.

d) Undertake solls studies for the cadastre and for all other GOC
entitles,

e) Feep a central depositary of oripinal nepatives of all aerial
photugraphy taken In Colombia,

£) tinke geographic studies and perform other duties relat.d to the
abqvc activities.

There is no other GOC entity that has these respousibilities and the

AID loan supported activici s will operate within the preceeding framework.

10 -
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Inventories were not maintained and cadastral records gradually outdated.
Although the 1954 leginlation wan repealed {n 1958, gufficient damage had
been done to set the cadastral program back by at lecast fifteen years. In
1958, the "Instituto Geopréfico Agustin Codazzi" (IGAC) was given the
vespousibility to inventory, evaluate, and classify all proparticn under

a national program, again working through scctional cadastral offices 1in
each department. However, little progrens was made until 1966 because of
budgetary limitations.

In 1965 & vesolution wasg passed piving new Impetus to the national
cadastral system under the IGAC. Building on the prounduork laid by the
Swlse, and supported by a apecial budget set up for the cadastra in 1966, a
revitalized progriun bepan which continuer throuh the present.  Thia program
e earentially the fivar stape of a multi-purpose cadastre that ia, a
propervty fuventory that han as a basic ponl the evaluation of real estate
propevties for property tax collection on a "wunfcipio' bagis, During the
period from 1966 to 1969 the IGAC Inventoried, clasatficd and evaluated
over 1,600,000 propertics which were placed on the "muinicipio" property
tax rolen, increasing property values by about 1.4 billion dollars. See
Aunex IT Frhibie 7,

2. Coneafa of the Loan Application
In Aupuat 1969 the Mission recefved a loan application for $4.7 million
dollars frowm the IGAC. The Mission reviewed this application and accepted

it on the basis that:
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The National Planning Department has approved funds to cover these
items in the IGAC budpet for 1971 and 1972,

A review was made for every item of equipment being requested, This
review took into consideration the amount and age of equipment on hand; the
type of equipment on hand and the capability with new equipment; the need
for new equipment for cach activity according to the number of people
engapged in each activity; and available facilities for installing new
equipment., Also, equipment control and maintenance aspects were reviewed.
Chaupes were made and, ju scveral canes, prlces ndjusted. (See Annex 11,
Exhibivts 2, 11 and 12). Al cquipment not considered enaential to the
cadastral prosram was eliminated, The remalning ltems are congidered
minimal ecssential requirements for the program,

The nend for technical assistance and participant training was
analyzed and changes made according to present capab{l{ties and long
raugze oblectiveg,

TADLE 7

SUMMARY  (F ADTDSTHENTS

(Thousanda of 1.5,$)

AV TCATTON OAN
Buflding 5 400 $ 0
Equipment 3,710 3,034%
Tcchnical Assistance /20 629
Parvticipant Trafning 170 _ 144
SUB-TUTAL 4,700 3,807

ConLingency 0 22;
4,700 »03

¥ Includes 430,000 for Alreraft.

- 14 -
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4. Evaluation of A.I.D, Previous Assistance

In order to provide the GOC with the necessary technical assistance
to carry out its agrarian reform, the GOC and USAID/Colombia signed the
Land Settlement and Development Project in 1961 and the Basic Resources
Project Agrecment in May 1962,

The purpose of the Basic Resources Survey was to accelerate and expand
the activities of the IGAC to carry out cartographic work, soils surveys, a
cadastral survey, and other related scientific studies. The following 18 a
summary of A.I.D. funds used for this purpose:

TANLE 8

BASIC RESOURCES SURVEY
(U.s. %)

Obltration Expenditure Balance*

U.S. Technical Assistance 578,256 598,041 ( 19,785 )
Participsot Trainlng 165,037 154,745 10,292
Commaditica 233,267 233,122 145
Other Coots 31,363 16,444 14,919
Total 1,007,92) 1,002,352 5,571

* Deoblipated duving pipeline review of 1970

In March 1970, an audit wag made of this Project, and in order to
determine accomplishmenta and/or end-utlization of commoditicn, the audit
team visdited the ICAC facilicies in Bopotd and sectional cadastral offices

in Cali, Popaydn, Barranquilla, Cartagena and Santa Marta,









UNCLASSIFIED

b. The loan supported program should have a favorable impact on
the U.S5. economy because of the specialized nature of the commodities and
sexvices to be procured. Therefore, it 1s cstimated that $3.7 million in
U.S. goods and scervices, with continuing purchase of supplies, materials and
spare parts should be procured in the U.S.,

4. Building JGAC Capabilities

As shown {n Secction I, Nature of the Project, the loan procurement
of equipment, technical assistance and participant training will enable
the IGAC not only to complete the basic property inventory and evaluation
but to easttblish nrenedures for refining these basic clementn on a lonp, range
program, as waell as to provide increaring support to other GOC development
prograns,

During the past twenty years the 16AC hag developed Into an effect{ve
mapping organination through direct collaboration with the Inter-American
Geodrtle Survey which hag aupplied essential equipment, technical assistance
and continuous technical training.  Althouph these efforts vere mited to
the basic mapping program, they have provided the necessary foundation for
JGAC's expansion into other development mapping projects and have formed
the banis for IGAC to undertake a succesaful cadastral propgram of this
mapgnitude,

5. Conaultative GCroup Clearance

This project was presented by the Government of Colombia to the last
session of the Consultative Group at which time it was endorsed for

financing. A representative of the Comité Interamericano de la Alianza
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para cl Progreso (CIAP) attended the review of the IRR for this project
in AID/W and endorsed the project as one which would be beneficial to
the developnent of Colombia,

6. Certification of the USAID's Director

The USALD Director certified on November 27, 1970 as to the
satisfactury performance by the GOC with respect to previous AID Loans
and its capability of implementing the proposed loan. Annex I contains

a copy of this certification.
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SECTION I1 - Project Analysis

A. Borraver

[or = S A Al )

1, Principal Entitiesn

a. The Boirrower will be the Government of Colombia.

b. The entity responsible for the execution of the program is the
"Instituto Geogréfico Agustin Codazzi" (IGAC). The responsibility for
the cadastral activities lies with the IGAC Cadastral Departmeat, which
receives related support in mapping and soils studies from the IGAC
Cartographic and Soils Departments; and administrative support, including
equipment maintenance, from the IGAC Administration Department, (Sece
Annex 11, Exhibit 10),

2. Orpganization and Management

The IGAC {a an autonomous government agency governcd by a board of
directors with representatives from the Ministries of Finance, Apriculture,
and Defense. The Director of IGAC and the National Dircctor of the Cadasgtral
Departmnent are appointed by the President with Congressional approval.

The IGAC is composed of five principal departments:

a. Cadastral Department

b, Cartopraphic Department

c. Agroloplcal or Soils Department

d. Geopraphic Department

¢, Administration Department

The Cadastral Department has twenty-two sectional offices, one in
cach department. The orpanizational charts and bio-data of all key

personnel are given in Annex II, Exhibit 9,
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B. Technical Feanibility

1. Studies:

a. Inasmuch as the IGAC has an ongoing cadastral program, an analysis
was made of the results obtained during the period 1966 - 1969, This
analysis also took into consideration IGAC manuals, annual reports, and
other information and data furnished by IGAC, DANE, the National Planning
Department and the Inter-American Geodetic Survey. This supporting material
is on file at the Miasion,

b. The rationale for the selection of the program area and the various
aspects relating to the program are outlined in Annex I1I, Exhibit 2.

2. Plan_for ¥xecution:

i, Under the proposed plan, the IGAC will contract technical
personnel for developing methods and procedures for refinement and continuous
up=dating of the cadagtre and property values, as well ag for the uge of all
data from this program by other GOC development programs,

b. The IGAC will expand its goils laboratory facilities. The procurcment
of soiln laboratory equipment and the arrival of two short term soils spccialists
arc contingent upon the temmination of this expansion program,

c. The easential element for mecting the objectives of the program in
the period alloted will be the procurement of cquipment for the cadastral

and cartopraphic activitieas.

- 2] -
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3. Maintenance

a, Droperty Inventory and Proporty Values

(1) Colombia has adequate laws to assure that the cadastre,
or property inventory, can be maintained, particularly with the recent
lav on property registration (Decree No.1250 of July 1970), The IGAC
has developed the procedures and published a manual on cadastral
maintenance, which 18 to be undertaken by the sectional offices on a
"municipio” basis. (Sce Annex II, Exhibit 2). The maintenance aspects
will increane as the property inventory advances and the IGAG has taken
this into conslderation in its overall program. (See Annex II, Exhibit 7),

(2) An important part of the ITGAC Program ias to develop methods
and procedures for the maintenance of property values, In 1972 it will
Inftiate a program of re-cvaluation, and with technical asasinstance, will
develop procedures for maintafning current price leveling data by statistical
analysin of wmarket values. Tn the rural areas, land capability studies will
be undertaken with the aid of technical assistance in order to develop
better procedures for maintaining rural property values. (See Annex 11,
Exhibita 2 and 4),

b. Equipment

(1) Vehtclea: The IGAC has excellent facilities to maintain all
vehicles based in Bogotd. These facilitics will be expanded into the area
currently housing the ooils laboratory facilities, adjoining the present
motor puol, when the new solls laboratory in completed. The vehicles

asgipned to the sectional offices will be maintained by comnercial shops and,

in addition, the IGAC will train and assipn mechanice to these officea for
preventive maintenance. (See Annex II, Exhibit 11),
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4. Appraisal of Technical Soundnesns

A. jummary = The Project Committee's analysis of the cxisting
program activities indicates that the activities are technically sound and
that the program ohjectives can be met in the time period alloted., However,
like all projects of this nature, the activities will havg to be geared to
the availability of perial photography which depends upon the uncontrollable
factors of weather or climatic conditions.

b, Cadastral maps and map producta - The photo producta, photo mosaics

and resultant cadnstral maps are designed to meet the basic requirements of
the accelerated program. General photo scales, map scales, and procedures
and wethods for the construction of cadantial maps are sf{milar to those used
in other cadastral projects. A long ranpe program of vefincment of the
cadagtral maps will be undertaken on a sclective basis as the country
develops and as the need avisces.

co Sronerty Voluationn: The procedures used for determining property
values arce comparable to those used by U.5. consultants in developing cadastral
projecta in other Latin American countries. The IGAC, with technical assintance,
will twprove these wethods and develop procedures for a continued adjustment
ol fts basic value curven ecvery tvo years, or accordlnpg to the rate of
development in the different "municipios',

d. Sofls Studies - As a result of previous technical ansistance, the
IGAC has developed capabititieca for undertaking solls studies {n accordance
with standard U.S. Department of Agriculture methods and procedures.
However, additional technical asnistance 15 required to develop better

proceduren for relating soils information to potential land use.

- 24 -
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d. Continpency - The Project Committee {ncluded a contingency
estimated to provile sufficient margin to cover price increases and any
unforaseen expenses,
6. Conclusions
The Mission considers that there has been planning and analysis sufficient
to engsure that the program is technically feasible and that reasonable estimates

of program costs have been made, meeting the requirements of FAA Section 611.

C. Economic Fvaluation

The cconomic implications of the proposed project are extremely favorable
both in terms of incrcased tax collections and the non-tax impact on developmental
programs in the apricultural aund urban sectors. An may be scen in Annex IT Exhibit 7,
cadastral nctivitfcs undertaken between 1966 and 1969 added property values of 27
billdon pesoa (USS1.35 bil.) to the tax roles with a resulting increase in
property tax collections of 262,839,000,000 pesos (USS$13.1 million)., This
increase {n property tax revenues, moreover, understaten the direct tax benefft
from the prosram,  In addition to the effects on the local property tax collections,
the completed cadastral survey, by incrensinp asscased land values, would
aipnificantly Increase national tax collections since the fncome tax in Colombia
includes a net worth tax which 1s based {n pact on the value of land holdings.
While accurate data showing the amount of tax increase resulting from this
factor is vot available, the Muagrave Comminsion review of Colombian tax policy
estimates that completion of the cadastre would permit the net worth tax to

yield the cquivalent of US$4 million annually in national tax revenues.
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According to this review about 61% of that amount, or the equivalent of
U2 4 wmilllon, eould Lo Attyibutabla to tha program now badng propescd.

The undevestimation of public revenue benefits ig further aggravated by

the {uablliey to caleulate the degree to which public utility charges,

which are based in part on value of the users reat property, have {ncreasned

as a result of the availability of accurate value ansessment data, Even omitting
consideration of these causes for undercotiuailou, however, and ignoring for
the wowient the non=-tasn banefits from the cadantial progran to date, the
calenlable property tax {ncreasco alone, in comparison with program cousts over
the 1966-69 period, justify the fncreased support of the program, (Secc

Annex LI, Dzhibic 7),

The plammed propram for 1971-74 by accelerating the increase in the number
of propoviie: on the tax roles and by establishing a system of continuous
properoy ravaluacion will continne Lo suel] broperty tax vevenues.,  As may
be secn {n Table o, heavy fuvestoents ape requived In the ecarly yeara to
finlsh the Fivat atape of mapping and to eatabliah the funtitnt Lonal
capability for property revaluation in snccessive years. These heavy fnputs
excecd (n the 1971-10974 perfod the cor-capondinn property tax benefits,
reaulting v a benefft=cont ratfo for the period of 8,88, When the Musgrave
entbaste foro the increaste in net worth s vesulting from the propram {s
Included, houvver, the henefit-cost ration of benefits to costs rises to 1.30.
As the progvam peviod {g extended to 1980, the cost of the program ia covered
by property taxes alone with the property tax benef{it/total cost ratio tiaing
to 1.17 and the property plus net worth tax benefit/total cost ration reaching

1.64. (Sce Table 9).
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Total! Taxadle Disccunted Disccunted Iisceunted Discounted
Proparty Vaoluas 1/ Zrcperty tax  Cadastral Xef{ worth  Benefits
Senafits Prograa Sepecfits
Costs
1966 65,164,537 5,885,897 35,314 30,335
1667 52,550,185 7,335,588 52,039 52,314
1968 54,850,458 12,309,233 103,322 57,562
1569 71,730,875 5,6C0,507 57,354 75,566
1670 80,791,435 9,040,61C 75,941 81,59¢
1971 $0,671,212 10,179,727 83,51C 151,802 .9255 79,140 131,238 44,424 123,564
1872 102,433,525 11,452,375 56,234 193,782 .8565 82,467 88,638 41,112 123,579
1973 115,340,217 12,806,632 103,416 110,328 .7527 85,941 87,455 38,050 123,991
1874 129,873,088 14,522,867 122,075 122,324 .7337 89,567 75,060 35,218 124,785
337,115 382,651 495.919
- DL SCECOR SN TR
<5 512 2/
1975 152,800,29}—/ 11,737 323 105,035 20,6C0 .6730 74,074 54,320 32,592 106,666
1976 157,146,431 15,286,235 122,003 34,020 L5284 75,410 52,786 30,163 105,573
1977 172,861,074 15,714,653 132,303 23,000 5815 76,773 51,181 27,317 104,690
1978 166,147,181 17,285,107 145,203 91,Ca0 .53383 78,163 43,524 25,838 104.001
1979 209,161,58¢¢ 13,014,713 135,724 5%,0C8 Le32 79,574 47,827 23,514 103,438
1980 230,073,08% 20,516,130 175,635 120,030 L4510 E0,995 46,100 22,128 103,123
802,104 684,389 1,123,460
A. Precserty Tax Benafir 1971-1974 = .83 C. Proporsy tax Benefirs 1971-1980 = 1.1i7
Cadastral Program Cosns Csadastral Progrg: Costs
B. 2rogertv & 2t worth Taix Benoflts 1371-1574=1.33 D. Prozoarey a:r.:: worth Tax Benefits = 1.64
Cadastral Prograz Costs Cadastral Prograz Costs

1/ Dpata 1565-1970

2/ Annual change in reglstered proparcy values based on annual revaluation of
202 of total ¢ increase of 10% per anour. for period 1971-1980.
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For this infra atructure project, which accelerates the creation of
the
a solid bana upon whlch/GOC could, (n the future, embark upon even more
sipuificant tax improvements, the Project Committee considers the benefit-
cost ratio projected to 1980 to be a satisfactory justiflcation of the
investment in the project.

There are a number of factors to be conaddered in evaluating thig
program, not the leust of which 18 the conservative nature of the analynis,
Hot only have public service changes based on property values been excluded,
but even vicving property taxes alone, & conservative bent fs evident. The
anmual projected incrvease of 10 percent in land valuen is subatantinlly
helew the vates of Increasc veplstered fo sacple re-cvaluarion trials, and
entimated tax collections are based on 70 peveint of potential collections
In confloraicy vith the vate of dedinquency caten)oated {n the Yarehall and

Stevens Inc. veport The ad Valares Foc Pvoqrom (Contract Hoo ATD/1a-775;

1965). then these factors are consfdeved, the resultfng project prosnonis
3o far move favorable than the caleulatedl benetft coat vatfos wonld indicate.
Host importantly, the value of the project in its non-tax ranificationn
probably ecquals or escecd the value resulting from the revenue fmpact. Alno,
ng previounly diccussed o Seetlon [ ALY (), cadastral activities provide
a foctunl basin for raling fuvestnont decisions in apricalture, transport
and communlcatlons.
One of the serioun battlenccks Jn the plauning of certain investment
projects hans bheen the lack of aceuriate peopraphic Iaformatlion. The

completion of the mapping {n the propram area at a seale of 1:25,000,

- 29 -
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eoupled with the intensive mapping at 1:10,000 of arenn of rapld prowth
0y where investment projects are planned, will Increase the potential for
success of development programs.

The bagic property Inventory, for example, 1y fundamental for toe
catabl {ohment of a functfonal property replatration system and subsequently
to the resolution of land tenure problems, which in wany rural arens arc
retarding economic developmoent, particulavly in private {nvestmenta for
agricultural lmprovementq, Cadantral atudics, oud the rucal cenasus, have
shoun that the wost serioun social problems o varal areas sten from the

predominanee of minifundios, caugsed by the Lirge nncber of landlens familfes

secklng Tand thronch the avaten of reattne, sharecrooppine, colonfratfon and other

forma of teoure,  1HCOPA {s actively encared in cvpropriat ing and redintyibuting
Land in aveas ol potential developuent where Tand tonnre cond it Leng and
conflicting ouncrzhip richta have serfously retarded each developront, However,
a mwajorlty of farrs fn Colorbia have not been vovered hy the cadastye and thug
have not received a teehnfenal apprafaat, uvhich Deeree No,2689% of 19609

as
catabllches fthe Teral value ol the property and therefore the base for armount
of compensiations for expropriated propertien,  The lack of technical apprainals
In many arveas have haspered [HCORA efforta, jacking a technlenl apprafnal

IHCORA must rely on an nd hoc "admintatrative appraisal' which hans prenented

scrious problems,

- 30 -
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The soils studics and related information on the physical
characteristics of the land, which are part of the second atage of
the cadastral program, will bring cconomic benefits in the form of
improved agricultural production, through private investments, asg
well as throupgh other Goc development programs. This information,
plus land tenure information ment{ioned above, is a basic required input
to an equitable and lopical agrarian reform program.

These few examples, while not precisely quantif’able, illustrate
the type of lwportant non-tax benefits that will flow from the
cadastral proprvam, 1In conjunction with the Ifncrease in public revenues
which are a divect result of the program, these benefits will preatly
assist the dovelopment of the Colomblan cconomy and provide a atrong

justification for supporting the cadastral program,
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D. FINANCIAL SOQUNDNESS

1. Funding Requirements

TABLE 10

PROGRAM FUNDS 1971-1974

(Thousands of U.S.$ and $/E)

AID IGAC Total
e SEX. S+ 8w
1) Equipment costs 2,717,000%x* 73.400%* 2,790,400
Shipping Costs 116,890 0 116,890
Spare parts/maintenance 200,000 346,000 546,000
Sub-Total 3,033,890 419,400 3,453,290
2) Technical Assistance 628,800 136,725 765,525
3) Partlcipant Training 143,590 207,550 351,040
4) S50ils Buflding 0 400,000 400,000
5) Operational Costs
a. Cadastral Activities 0 11,228,400 11,228,400
b, Soils Activities 0 1,837,800 1,837,800
c. Mapping Activities 0 3,339,400 3,339,400
d. Administration 0 1,341,950 1,341,950
6) Contingency 223,720 0 223,720
TOTAL 84,000,000 18,911,225 22,941,225

*

** Does not

Exchange rate: $1.00 equals 20 pesos

not directly related to cadistral program,

¥¥*¥%  TIncludes $430,000 for Aireraft.

- 32 -
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TABLE 11

DISTRIBUTION QF PROGRAM FUNDS

1971 1972 1973 1374
1) IGAC Cadastral Propram ($/E*)

a. Cadastral Activities 2,667,550 2,734,100 2,814,850 3,011,900
b. Solls Activities 304,000 339.000 577,050 617,450
c. Cartographic Activities 683,550 796,700 898,159 961,000
d. Support activities 482,480 558,890 545,200 445,655
e. Soils building 200,000 200,000 - -
f. Local purchase equipment 713,600 - - -

TOTAL 4,610,980 4,628,990 4,835,250 5,036,005

* Exchange rate: $1,00 equals 20 peoos

2) ATE Teen 11,0,
Commitments)
Equipwent costa 2,356,480% 257,390 420,020 -
Technlcal Assistance 157,300 213,600 188,400 69,500
Participant Tralning 36,630 62,645 39,625 5,850
Contingency 120,700 57,150 12,980 3,850
TOTAL 2,679,150 590,625 681,025 79,200
1971 1972 1973 1974

3) Total Program (U.5.$ + $/E) 7,090,130 5,219,615 5,516,275 5,115,205

* Tnelwles Jf‘JJ_"j0,00() for Alreratt

-33-
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2. Alternative Sources of Tinancing

The Tnter-American Development Bank in 1ts letter dated
september 17, 1970 and the World Bank in its letter dated September 19,
1970 expressed "no interest" in participating in the financing of this
project. The Fxport-Import Bank has been informed of this project and
authorizatlon of this CAP will be contingent upon prior receilpt of the
written expresslon either of "no interest” or "partial interest" in
the project. IGAC has indicated that on the basic of grant fund support
previously supplied by AID (Sre Scction T B 3) it considered ATD the
logical cource of fubwre expanded support to suceessfully conelude
this progran.

3« Loeal Cost WMinancinge

TGAC 11 provide funds for local travel and per diem for the
cadacter aspecinlints contracted indar the program.  While the T,oan will
be cosentially for dollar cocts, the Micston proposes that up to $90,000
dollar funds from the ATD Tonn be nsed for laenl currency fInancing of
support, corts of Lhe ATD fimded technleinng, such as heusine and
education allowances,

ho Tinmelal inalveis ond Procpecte of Tioan Repocanent

Since the cxccubine qeency (TOAC) e nof roevennn praducing and
since the Norrover (the Govertment. of Colembia) will mect the Joan
oblipations Crom dls ronornl veconrees, the copayment capaclty of TOAC or

the Borrower on the terms eontemplated is not in question. Ferhaps a more

reievant subject of finmnctal discusslon i the abilily of the Ministry of I'inance.

- 3h -
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to guarantee the timely provision of local currency contributions to meet
project requirementn., Qn this point favorable past experience certainly
suggestas natisfactory performance.

The Ministry has contributed $18.5 million to the continuing survey
program over the last five years. The Colombian contribution will amount to
about 4707 of the AID loan. The table below indicates the budget allocations
to IGAC for activities dircctly related to the survey over the last five years

and projections for the years of the proposed loan,

_TABLE 12

BUDCET _ALLOGATIONS
(Millionn of Pesos)

1966 1967 1968 1969 1970
IGAC Budget Plan 49.3 77,7 92.3 135.9 108.0
IGAC Expenditures 42,5 73,0 90.2 102,7 103.4
Cadastral Program 30.3  52.3 67.6 76.6 81.5

1971 1972 1973 1974
IGAC Budget Plan 115.9 1241 132.8 142.0
IGAC Expendftures* 104.6 111.0 117,2 124,0
Cadastral Propgram * 88.2 92.6 96,7 100.7

* Adjusted according to previous five year expenditure level,

Nota: Funds for 1971 already appropriated; budget plan for 1972 and 1973

approved by National Planning Department.
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It can be seen that quring the years 1966 through 1970 the support
by tho GOC for the cadasbre purvey has inercased congiderably and 1ts projected
to continue increasing through 1974k. @Given thils record no difficulty should
be expected in the GOC's providing the necessary local resources for the
prograom. Turthermore, the ovailability of outside resources will form the
base which GOC budget allocations for the program will be made (i.e., the
amount of necessary outside assistance has been determined and the amount of
local costs to utilize those resources estimated has then been budgeted).
Thus, should cubside funds to complement loend costs not be avallable, the
program wvould nobt be sble Lo advonce ot anything close to the currently
projecled lovels,

5. IMnoanceiol Conclusions

Based en the forepoing, the Miscion concludes:

a.  The loan supported program is Cinancially sound.

be  Ezeeplt for the possible BX-TH Pank finsneing there
arc no approprinte alternabe courceen of financing,

¢. The GOC's conbribution will be available in the smounts and
timing consistent to meet the program objectives.

d. The prospects of loan repayment are excellent.

- 36 -
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SECTION TN = JOAN AN {HISTRATION

A. Projoct Txecutfon

Lo Ewplenentation Plan

The achedule of activities presented as Annex II, Exhibit 8 asgume’
rapid GOC action in reviewing, negotiating and oigning the Loan Agrecement,
The baslce implementation letter will be submitted at the same time. This
initial action should be completed within two moathy following authorization,

Twocdiately folloving loan tinnature, the I6AC will initiate action on
contracting o procuveneni adulnistrator, who in turn will inftfate action
for the vrocuvemene of cauipment. Concurrently, the TOAC will fnftiate
negellatioe for contracting other technfeal ascintance. Alno, gelectlion
of participani tralnine vill be {oitiated as soon ag posnfble,

The perfod of Toan fuadine {4 expected to termlnate 36 nmonths after
arvival of the lowy tern specialintg,

2o Rrdreow moenen AN Lyt act fon

a. The prieavy vesponsibility for the niecution of all phases of this
program lie wvith the Tes, {ncluding the procurcement of cquipment; the
contracting {oc tochoical ansistance: and arvangdng for partiecipant training.
Tt 15 the oplnion ol the Nission that 16AC, by contracting a procurement
adulnlatrator and a cadantral program monltor, will be able to administer
the loan {opat to the prosras,

bo Meonitorine Pesponsibilities

Privory vesponsibllity for the implementation and monitoring of

this loan within USAID will reside in the Capital Resources Development

Office (CRDO). Coordination and monitoring of the technical assistance

- 37 -
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e, Loan Monitor Contracted, Meeting Second

Condition 15 June 71
f. Long Term T.A. Contracted 1 July 71
3o Participant Training Initiated 1 Aug 71
h. First Letter of Commitment 1 Sept. 71

1. TGAC Soils Building Completed, Meeting

Thirvd Condition 15 Jan 72
J. Short Term T.A. Contracted 1 Feb, 72
ke Shovt Term T.A. Terminated 1 Aug, 72
1, Mnil Letter of Commitment 15 Dec 73
m. Pavidcipant Tralning Cowpleted 1 June 74
n. Loy Term ToA. Terminaied 1 July 74
a. Plaal Leva hisbhorsonent 1 Sept 74

2o Ishursensut and Procorement Proceduren
Disbuvsewent of tunds tor technfeal asafatanee will be made
divectly by ATD/W upon preseatatlon of the cuntomary documentation.
Dinburscment for divect purchase of fmported equipment, waterials and

supplics will be handled throuph the Lettor of Comm{ tment procedures,

C. Conditiona_and Covernnt

In additfon to the  “tandard condit tons and cavenants the project
compfttoe vecoumends that the loan aprecwent contain the following
condit{iana and covenants to the extent they are not already fulfilled

prior to the signing of the loan agreement,
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1, Prior to Lssuance of First commitment document for equipment
und/or commoditics, the IGAC nhall present to A.XI.D. & contract, in
form and aubstance satisfactory to A.1.D., with a person acceptable
to A I.D., for the personal services of a procurement administtator,

2o Prior to the (frut disbuvrsement or fosuance of the firat
commitment document for equipment and/or commoditien; for technical
asgistance; and for participant tralning, the TGAC shall present
to A.T.D. a contvact, in form and substance satinfactory to A.T.D.,
with & person aceeptable tao A.1.D, for the personal services of a
cadaatral progran monitor,

3o Prior to the first disbursement or lusuance of a commitment document
for s-41 lab equipncnt and/or commoditics and short term loan-funded technical
asglstance v the 1CAC So0i) Pepaxtment, the 1GAC gshall prencent evidence
to A.l.D. of a reasonable termination date for the construction of the new
5081 building,

Ao Borrower shall covenant that (Lt shall present to AL1.D. in form and
substance satisfactory to A.J.D. » an TGAC budpetv plan approved by the
National Planninge Bepartment, for tmplewonting the ecadastral program {or
the years 1971 throveh 1974, with peso corennta equal to or {n excess of the

wmounts dndicated 1o the Loan document .

5. JCAC ehall covenant that {t shall preaent to AL1.D. evidence {n form
and aubstance satisfactory to AcTaDe, that sufficfent funds will be budpeted
cacli year for the future replacement of all cquipment purchascd with lean

funda, ag the noed arises to meet vont tnued propram requirements and objectives

over the next ten years,
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ANNEX I, Page 1 of 1

CERTIFICATION PURSUANT TO SECTION 611 (@) OF THE FOREION ASSISTANCE
ACT OF 1961, AS AMENDED

Re: Colombia - Capjtal Assgistance = Government of Colombia

Cadastral Survey Il.oan

Having taken into account, among other things, the maintenance and
utilization of projects in Colombia previously financed or assisted
by the United Stateas, I certify that in my judgment Colombia has
the financial capability and the human resources capability to
cffectively utilize the proposed Cadastral Survey Loan.

This judgment 1s based priwmarily on the facts developed in the
Capltal Asslatance Paper for the proposed loan of $4.0 million
whlch dliscussed in detail the capabilitics of the Government of
Colombla and firds it possesacs the adequate financial and human
resource capabllity te effectively maintain and utilize the
project,

Mission Director

November 27, 1970
Dnte
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ANIEX 1T

COLOIDIA - Cadastral Loan
AiBX 1T - TECILIICAL DATA

Available in Officc .ol Developrent Resources, Dureau
for Latin America, AID/Aastingtbon
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AID 1240-2 (1-70)

36, FAA_Sec.209:Sec,?251(b) (8),
Intformation and conclusion
vhether assistance will
encourage regional development
progyrams, and contribute to the
ceconomic and political
integration of Latin America.

Loan's Fffect on U.S. and A.I.D.
Program

37, FAA_See.251(b)(4):15ce.102
Information and conclusion on
posaible effects of loan on
U.5. economy, wlth npecial
reference to arcas of sub-
stantial labor surplus, and
cxtent to which U.S5. zommodities
and assfatance are furnished in
A rmnner consfastent with {mprov-
fog the 0.5, balance of payments
position,

38. FAA Secelb01 (b)), Information and
conclusion on hew the loan will
cncourase U, 5. private trade
and duvestweont abroad and how
it will enconvage private .S,
participation in foreien
assistance propgrams (Including
use of private trade channcls
aad the services of U.S. private
enterprine).

36.

37.

38,
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By atrengthening the Colombian
economy and its capacity to
support its development program

it is believed that the proposed
Loan will indirectly contribute

to encouraging regional development
and the economic and political
integration of Latin America.

The Borrower will be authorized
to procure loan-funded goods and
services from countriea Included
in Code 941 of the A.I.D.
Geographic Code Book, thouph {t
is estimated that a substantial
amount of procuremant under this
Loan will be from United States
sourcesn.

To the extent that the proposed
Loan provides for the purchase
of pooda and servicen 1t {a
believed that U.S. private trade
abroad will be encouraged,
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61. FAA Sec.(20(k). If construction 61, N/A
ol productive enterprise, will
oppropate value of assistance
to be furnished by U.S. exceed
$100 million?

62. AN Sec.612(d). Does the U.S. 62. No.
—e
own cxeess lorelgn currency
and, 1f so, what arrangements
have been made for this release?
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Decembor 31, 1970

A,  General

One major lssue discussed during the review of this loan
application was whether A.I.D. should make a loan for a cadastral
program without the prior cnactment of new and improved property
~tax leoislation.,  The history of the earlier Fffopts to obtain such
legfslntion, and the possibility of obtaining such lepislation as

a quid pro quo to the acceptance of the loan application, were

congidercd by the Country Team. It §s the Mission's position that
Lhe loan shiould be nade to the ongoing cadastral program without
the requirement of new tax Jeglislation,

The Plesion believes that? as the cadastral prosram advances yearby year,
there will be n progressively stronzer dncentive for the GUC to
promulpate new property tax Jeqislation. I the present tax
delinquency rate Ln allowed to continue, the property tax loss in
1974 wil! be preacer than the awount of praperty tax revenue collected
fn 1966, The nature of the Inforematfon and data bedn=provided through
cadacstral efforts will clearly focus npon, and {dentify the delinguent
taw pavers and cill provide the basis for a functlonal and enforceable
collection vechanism.e A Jaw by «teelf has no real value without a
functional system to apply Lt.  In this case, the cadastre serves a
dual purposc: It will ddentify (he problem so that proper leglslative
action can bie taken; and once a lav Is enacted, {t will provide the
means for carrylng it out.

The magnitude of the loan would appear to provide only marginal
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leverage to affect such a crucial issuc as tax policy, and direct
pressure of such a loan conditioned upon draconic tax reform mecasurcs
could be deemed to run counter to the announced "mature partnership"
policy Nevertheless, the loan itself provides carly increascd tax
revenues and a base from which improved tax legislation can be effected.
The efficient {wplementation of an equitable property tax systen
requires that propertics be identified and mappes; property ownership
be determined; properties be cvaluated by standard, teolinfcally correct
methods; and collectlon mechanisms to obtaln revenues be implemented.
Lt iz obvious that these basic steps, as well as the next logical steps
of valntaining updated recovrds of ownervship and values and of frplewenting
functional adwinistrative collection procedures, arve pre-requisite to the
forwatlon of "sound property tax policy that focusecs on collection
mechanisms.  Tax lepislatlon is presently not a vioble means for
increasing tax revenue through enforceable collection procedures because
the system permitting cquitable asscssment and collection is {n the
process of being catabliched,
B, IRR Issucs
The Nisclon's corments in resolution of the issues specifically
polnted out In State 164375 IRR approval are noted below:
155U 20: "Why this size loan? Amounts of input requircments to be

B ]

financed nust be justified as minimal., Needs-whether T.A. commodjtics
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or training must weet test of easentiality and be placed in time
frome.  Need convinelng juntifieatton for financlng purchane of
airplanc rather than contracting for acrial photography. Also what
operations, walntenance and repair capability for airvcraft exist
within Instituto Geopraflco Apustin Codazzi (1GAG) 7"
Response:  The original loan application presented by the IGAG totalled
$4.7 willion of which about 797 was for cquipment and supplies. Lvery
item of equipment was carefully checked by a cadastral program specialist
from the Intcramerican Goodetie Survey. This revicw resulted in the
elimination of about $000,000 worth of cquipment: not deemed cgsential
for the progran'a jupleventation and the addition of a swall amount of
equipment consddered essential, but omltted in the orioinal application,
Equipnent necds were also reviewed from the standpoint of compitIhil]ty
of new cquipment with thac presently in use. The same carciul anaiyais
wias undertacen with verard to technicnl assistance and participant
trafning.  This analysis resulted in a 207,000 dncrcase Jor Lechnical
assistance that was considered essential to meot propram objectives.
Conversly, the funds for participant trafning were reduced by $26,000
as belng dn excess of prowram needs,

As a result of this intensive vovicw of Lthe [ntended expenditures
(Sce Part I Section 1 A03) the Mission wvas able to reduce the arount of
requived funding by aluost one million dollars to L million, Tecause
of the rigorous nature oif (he analysls and the uncertalnty reparding
potential future price increases, a contdnsency factor of 4.8 percenl
wag added to the Toan total to arrive at the minimum expenditure
necessary for the offlcient Implementation of the program. Annex 11,

Exhibits 3, 4, 5, 6, 11 and 12, glve detall cost breakdowns and place
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these 1items in their respective time frames.
With rejard to the purchase and maintenance of an airplanc,
ICAC has the capacity to operate and maintain its airplancs at
operational costs which have proven more favorable than contracted
acrial phtography,
To accomplish the project over the extenslve arcas involved

an
in/accelerated cadastral program, IGAC nceds an alrplane with higher

2

¢levation capacitics. The new airplane will replace two old model
Beecherafts which (a) cannot operate at the required elevation
capacltics and (b)) uvhose down time 1is adversely affecting the prozram,
making thelr operatine expenses and walntenance costs uneconoic,

LCAC will higve a continuous need for the new af rplane beyond
1974 to provide the aerial vhotopraphy requived to update and refine
cadastral maps and property vatucs, particularly In arcas of progressive
developuent. (See Annex 1T, Exhibit 12 for detailed analysis of
justification for new airplane acquisition).
ISsUE 2 MWhat other oC Apencles are enpaned in land survey worlk
and how will proposed project be Inte rated into unified photooranmetric
program which avofds doplication of offort and facilities multi-purposge
uses of Joan projeet's end products - maps, soll  data, land use
capabilities, cte,?"

Resvonse: The only GoC Apencles, other than ICAC, enpaped 1in land

—— - e

survey worle are the cadastral offices of the Special District of

Pogotd and the Departwent of Antioquia, which are doing the work in
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the two arcas of the country that were not incorporated into the
national cadast.al program. (See Annex II, Exhibits 1 and 2). These
two offices function exactly the same as the pther 22 scctional
cadastral offices that arc under IGAC control and management, There
are no duplications of efforts or facilitics. The IGAC furnishes all
these offices with acrial photography, map products, soils studies,
cte. which in the case of the two {ndependent offlces is on a
reimbursable basis.  Like the IGAC Sectional Uffices, hese two
offices forward all data cranating from the cadastre to 1GAC and/or
DANE, the Natlonal Departwment of Statistics.

ILCURA, also does survey worl in conjunction with their land
distribution proprgm.  This data is forwarded to the ICAC cadastral
office for maintenance puUIrpOSes,

Ta5Ul 2C: Wikl loan simply weet external assistance needs for

—— ettt

3

inttial years of program or will Gu¢ have financial, wanagement, and
technleal capability to continue propram without farther external
anststance after proposed loan proceeds expended?  Where will resources
come frow in post Joan dishburscuent period?"

Response s Unlile AL, loan [inanced cadastral projects in other
Latin Averlcan countvies, this loan will not he an fnput for the
Initial years of the formulation of a cadastral propram, but rather

an input forx Lho,nccolnrntioulﬂnd future refinocment of an npgolﬂn\»
prosram.  The TCAC has proven wmanapement and Lechnlcal vapahlitlion

to carry out the buslc property survey and property evaluation. The

loan f{inanced equipment will enhance thege capabilitics and establish



UNCLASSIFIFD

Page 6 of 8
a more efficient operation. The loan financed technical assistance
and participant training will cnable IGAC to better support other
GUC development programs with cadastral and related data, and more
important, will develop IGAC capabilitics to maintain property
values on a continual basis, which is clearly beyond the scope of
cadastral projects financed by AID in other countries.

As shown in Annex II Exhibit 2, the GOC has supported cadastral
activities for the past forty yecars. The GOC input, to the new
accelerated IGAC cadastral program for the past five years has been
$10.7 million dollars and the {nput for the next four years @111 be
$10.9 million dollars. (Sce Aunex IT Exhibit 6). As shown in the
Section on Fecommic Analysis, the tangible and 1ntanpyible benelits
to be derived from a functional ongoinyg program far outweight the
cosls iovolved. Thus, considering all factors, the gission s
reasenably assurcd that the GOC will continue to support this

the future,
ISSu. . " Related to (gmestion (€) above, suggest USAID explore
feasibility of 1GAC charging tax authoritles and other potential
users of IGAC services Tisted in Goction VII ¢ and D of IRR. Such
a gscheme or speclal tax could go dinto trust fund for TGAC usc so
that Cadastral Survey Propgram can be put on self{-supporting basis
md avodd dependence on aunual budpetary allocations."

Response:  Past experlence and the present budgetary positiona of

O——
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the majority of the "municipios" malice it inadvigsable for IGAC
to directly charge the tax aulhorities for cadastral services; the
tax authoritics arc the national povernuent In the case of the net
worth tax partly based on property vatues, and the "wunleipio”
govermaments in the case of the direet property tax. The national
povernment more than pays for fts share of the cadastral services
rendered throush its annual budpetary allocatfons to the IGAC.

The issue then is whether the "ouniclpios” should be charged
a fee cownmensurate with the beneffts they recelve, prior to JUo6h,
the GOC did apply a surtax to support cadastral activities through
the use of tax stamps on "ninicipio’ property tax recelpta, The
GUC tound howcter, that frow an administrative point of view,
Lt was wore efficlent to channel these funds Into the feneral revenue
colfers and dirvectly provide ICAC Tunds through budactary allocations.
Since this suvtax fs otfll In ctfect, and actually provided 26,9
million pesos in_ revenue in 1969 to the national sovernwent, the
"municiplos" are conlribut ine to support the cadastyal progran.
Inasmuch as the "umiciplo” vevennoo are Increasing as a result of
cadastral cfforts, the incore {vow this surtax 1s oloo fncreasing,
On the other hand, the national poverient subsldizes the poorer
"munfciplos” to mect ihelr erpend!tures. Thua, the Inststance
upon user cost chavecs In execess of thoge prpvided by the surtay
would have the practical elfect of Lacreasin, the subsidizatfon
requived by these "wundcdplos".  torcover, the present system

allows the CUC to allocate cadastral services In the nost
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cfficient manner regardless of the receiving localities capacity
to pay.

As far as all other public and private entitles are councerned,
the IGAC does charpe for products and services provided., 1In 1970,
for cxample, the IGAC received 4 wmillion pesos from INCORA for
scrvices rendered and 6.4 million pesos [rom other sources, guch

as map sales.








