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Attached fo” your review are the recommendations Ior
‘authorization of a lean in an amount not %o exceed $8,000,000
to the Government of thc Dominican Republic to au51ut in flnun01nv
the couus of loans by the Central Zanlt of the Dominican Republic
("Certral Bank") acting through the COmmC7Clul banks, the private
finance corporation(s), and uhe Borrower's industrial and agri-
cultural banks ("Intermediaries") for the crcation, expansion and
more efficient operatvion of indusirial, agricultural, transportation,
mining, medical and service enncror*seo in the private sector of the
Dominican Republic.

This loan proposzal is scheduled for consideration by the
Devolopmcnt Loan Stall Committce at a meeting on Thursday, June 26,
1969.

Rachel C. Roger:z
Assistant Secretary
Develozment Lozn Committee
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PART ONE SUMMARY AND RECOMMETIDATTONS

~ 1. Borrower and Executing Agency: The Borrower would be the

, Government of the Dominican Republic (GODR) which, in accordance with
an existing ''Contract of Administration', would transfer the funds to
the Central Bank, an autonomous agency of the Dominican Republic. The
Bank's Department of International Agreements would be responsible for
administering the A.I.D, lcan and other resources of the Fondo de
Inversiones para el Desarrcllo Economico (FIDE).

~ =~ 2. Loan: A.I.D. would loan an amount of up to $8 million for the
\ procurement of goods and services in the United States. The loan would
carry the concessional terms of 40-years repayment including an initial
10-year grace period with interest of 2% during the grace period and
3% during the 30-year repaymeant periud.

3. Project Description: The propcsed loan is designed to cover
part of th: US dollar costs of high :viority projects in the private
sector financed by eligible financial intermediaries through the resources
of the FIDE. The eligible intermediaries consist of all the commercial
banks, the Government owned industrial and agricultural development
banks and private financieras. The Central Bank lends FIDE resources to
‘the financial intermediaries at 5% and the latter relend to the end-
aorrows at botween ) and 109, in both cazes st ferms of not less than
three yesrs or more than twelve. Sub-loan revayments (rolloverc)
would be uced Ter cconomic develoerment puwrpeser within the lernl Tranme-
wori eztabliched for the FIDE. The credit rigk is taken by the inter-
mediaries and maintenance of value of foreign lending by the 7OMR.

The A.I.D. loan would be used to finance the creation, ex-
pansion and more efficient operation of private industrial, agricul-
tural, transportation, mining, medical and service enterprises. The
funds would be utilized in accordance with the following priorities
established by the Central Bank:

a) the diversification and promotion of export earning en-
terprises;

b) the elimination of production bottlenecks related to ex-
ports;

¢) import substitution; and

d) the production of domestic goods and services in short
supply.

NOTE: Exchange rate, US51.70 = RD$1.00
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4. 'Purpose: The principal purpose of the loan is to assist in
expanding the medium and long-term credit sources available to the pri-
vate sector in order to assure greater private investments in selected
areas. The results should consist of an improvement in the balance-of-
payments, increased revenues to the Government, increased business compe-
tition leading to more competitive pricing and increased employment op-
portunities.

5. Background: The FIDE has been capitalized through an initial
$5 million loan from A.I.D., signed on April.l2, 1965, a $5 million
loan from the IDB, signed on May 19, 1966, and a $5 million contribution
from the Central Bank's own resources., Because of political instabi-
lity during CY-1965, the first sub-loan was not made until June, 1966,
However, from that date a healthy rhythm of disbursements developed
which has only recently slowed due to the small amount of remaining un-
committed resources in the Fund.

To provide additional resources, the Central Bank has requested
new financing from both the IPB and AID. An IDB loan for $7 million
has been approved and the loan agreement is in the final stages of ne-
gotiation., It is hoped that the A.I.D. loan presented herein can be ap-
proved in June, 1969,

6. Financial Plan: The A.I.D. loan of $8 million would form part
of total new injecticns of $20 million to FIDE. The other components
consist of the $7 million loan recently approved by the IDB and a $5 mil-
lion contribution frowm the Central Bank. 1In addition to these funds
FIDE will be able to rollover recuperations from past loans with the
exception of amounts due to service the previous 1DB and AID debts.
(The flow of funds is analyzed in greater detail in PartTvc, Section II(C).
The financial resources for the three-year program are presented in
tabular form below:

SOURCE FX LC TC

AID $8.0 - $8.0

IDB 6.9 0.1 7.0

Central Bank - 5.0 5.0
Repayments

(minus debt
service to
IDB and AID) - 10.0 10.0

$14.9 $15.1  $30.0
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7. Economic Justification: FIDE supports the on-going GODR
stabilization program by promoting private productive investment to
the ends mentioned immediately above. It also constitutes a source
Yof medium and long-term financing not otherwise available in suffi-
cient supply, thereby making the prevailing tight credit policies
more palatable to the business community. Since FIDE's operations
are project oriented the country's economic base is broadened.

The demand for project financing has been thoroughly checked
and is sufficiently strong to assure efficient use of FIDE's total
available resources, including the A.I.D. loan proposed herein. (Sce
Part Two, Section TI-B, for a fuller economic discussion.)

8. Altcrnate Sources of Financing: Both the IBRD and Export-
Import Banks have declined to undertake this project. The second 1DB
loan was made in the full knowledge that additional external financing
would be required by the FIDE program to meet the demand projections
over the next three years.

9. Statutory Criteria: All Statutory Criteria have been or will
be met (See Annex III).

19, Views of Country Team: The Country Teanm places this lomn
crejert as its highest priority in viewr of itz effects in rrometine <
cecursganes of eapetitive private enterprise which will brins <bcut the

beneficinl ecc.cmic results described under voints L and 7.

11. TIssues: The issues faced during preliminary and intensive
review are summarized as follows (Sce Part Two,Section IV, for a more
detailed discussion):

a) GODR/Central Bank Contribution - The IRR indicated that it
would be difficult to negotiate a matching contribution
from the GODR and ATID/W set an absolute minimum of $2.4
million. However, to assure sufficient peso resources
prior to the heavy rollovers in CY-1971, the USAID has
negotiated a $5 million peso ~quivalent contribution with
the Central Bank. (Copy of letter from Central Bank
agreeing to this contribution is included in Part Three,
Annex IT, Exhibit £ .) 1In addition, we will require
that the Central Bank provide whatever additional local
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resources are necessary to carry out the program,

b) The Law on Industrial Incentives and Protection could act
to reduce demand for FIDE loans and slow industrial growth
in the Dominican Republic - The USAID has closely examined
the Industrial Promotion Law and is of the opinion that
certain of its clauses may have a detrimental effect on
the rate of industrial growth along the most efficient
lines. However, for the reasons set out in Part 0,
Section IV, we recommend against negotiating for changes
as a condition for this loan.

c) IIS Report on FIDE operations - A recent report (i{arch 31,
1969) by the Inspections and Investigations Staff of AID
indicated that there were some weaknesses in loan adminis-
tration by the Central Bank and in the USAID's monitoring
procedures. We have reviewed the report's findings in de-
tail, as is more fully discussed in PartTw., Section IV,and
are acting to correct the weaknesses.

d) Competition of the FIDE with the A.I.D. financed Financiera
Dominicana - There is little question-that a contributing
factor to the relatively slow start of the Financiera is
due to the dynamism and competitiveness of the FIDE system,
It is the USAID's opinion, however, that the Financiera
has sufficient flexibility to compete as it can (1) offer
lower interest rates in view of the 2-1/2% interest charge
on 1its A.I.D. loan, (2) take equity positions, and (3) pro-
vide longer terms than the commercial banks. Furthermore,
the Financiera is eligible to use FIDE for financing local
costs of projects.

12, Loan Administration: The disbursement and procurement proce-
dures are well established and no changes are anticipated from the
first loan.

Disbursements will be made through the Letter of Commitment -
Letter of Credit procedure. Once conditions precedent are met, the
Central Bank will request A.I.D. to open a letter(s) of commitment
in a US bank(s) in favor of the Central Bank. Once the end-borrower
is ready to place a firm order with a US supplier, the intermediary
will request the Central Bank to authorize a commercial letter of cre-
dit to rbe supplier.
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All of A.I D.'s procurcment policies will be adherecd to.
The small business recquiremen: would be me by maliing a general
announcenient concerning the loan, its pwrposes and the role of *he
Central Bank. It is recoguized that sub-borrovess may have already
selected the supplier based on oreviows solicitations, necessity
for standardization and local dealer services. Smilar to the first
loan, the Centrazl Bank will be required to make this A.I.D. service
known to cach sub-borrower who will procure items under the loan from
the United States.

13. Recommendatiocns: On the basis of the conclusions of the
Project Committee and the USAID that the Project is technically, eco-
nomically and financially justified, it is recommended that a loan to
the Government of the Dominican Republic for an amount not to exceed
$8 million be authorized subject to the following terms and conditions:

a) The Borrower shall repay the Loan to A.I.D. in United
States dollars within forty (40) years from the first dis-
bursement of the Loan, including a grace period of not to
exceed ten (10) years. Borrower shall pay to A.I.D. in

ars row
United States collavs on the di
Loan interest of two percent (27) por annum during the
grace period hercin above mentioned and three percent (3%)
per aanun thereafter.

b) Equipment, materinls ond services fincnced by the TLoan
shall have their source anc orizin in the United States.

c) Loans by the intermedisries sh2ll be made in accordance
with an agreement vetween the Dorrower and Central Bank,

. — o Lo S e . S s~ Ln v 2 o >
85 approvec oy L.I.D., ond ez It mey fron Yime to tive

T S T TSR U SR
be modified in & mairer mueuel Ly savizlactory to A.I.D.

and Borroicr. (innex IT, Dxnihis o Do 43.)

.L) R R S E VI S I Py

d) E¥cept as A.L.D. may otheruise arvee in writing, the Loan
will not be used in proiccts which result in the increased
production for eiport of ifood or fecds which are in United
States or vorld uurplus, nor wiil the Loan be used in pro-
jects resulting in the increascd procduction of non-food or
feed agricultural products in werld or Unitced States surplus

and the Loan will not be usced to Tinance new or increase the
production of existing cotton textile enterprises,

UNCLASSIFIED
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e) Except as A,.I.D. may otherwise agrec in writing, the Loan
shall not be used to fiuance a loan by the Dank to an
Intermediary for a project cub-loan:

1.

which is either all or in part for working capital pur-
poses;

where private sources of financing are available on
reasonable terms and conditions;

rh

where the amount of Iinar from this Loan is moxe
than two hundred fifty thousand doliars ($250,000);

where the amount of financing from this Loan is more
ney

than £ifty percent (50%) of the total cost of the sub-
project; or

where such financing would cause the Bank 's total as-
sistance to any single eatcrprise to exceed five hun-
dred thousand dollars (5500,000;.

£) The loan shall be subject to such other terms and condi~
tions as A.I.D. may deem advisable,

Project Committee:

Coordinator:

Loan Officer:
Industry Oifi
Financial Ana
Economist: W

Legal Counsel: D

Controller::G

7/
-
KDavidson\Lx=
"/W
YAt - o> o .
Roovel - NG Principal Drafters:

cur: Jnltgi.iw/ (L
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PART TVWO SECTION I - NATURE OF THE PROJECT

A. Project Description and Objectives

The proposed loan would provide $8 million of additional A.I.D.
funds to the Government of the Dominican Republic (GODR) for the
Fondo de Inversiones para el Desarrollo Econdmico (FIDE), administered
by the Central Bank, to cover part of the US dollar costs of high pri-
ority sub-projects in the private sector of the Dominican economy. The
A.I.D. loan would be used to finance the creation, expansion, and more
efficient operation of private industrial, agricultural, transportation,
mining, medical and service enterprises in accordance with the following
priorities establishad by the Central Bank:

the diversification and promotion of export earning enterprises;
the elimination of production bottlenecks related to exports;
import substitution; and

the production of domestic goods and services in short supply.

e T

The proceeds of the loan would be used to help finance necessary
fixed investments by the end-borrowers. The working capital and costs
of land, stwuctures and buildings required for the sub-projects would
be financed out of local resources.

In order to assure a sufficient dispersion of funds, AID would nor-
mally not permit its funds to be used in sub-projects where the Bank's
total assistance to any single enterprise exceeds $500,000. Exceptions
would have to be approved by AID in writing,on a case by case basis.

The Central Bank, in addition to administering the A.I.D. loan,
would also be responsible for administering the other resources of the
F.I.D.E. F.I.D.E.'s fund are made available to the private sector
through financial intermediaries (commercial banks, state development
banks and private financieras). The credit risk of the sub-loans pas-
ses to the intermediariest':tthey are not ressponsible for maintenance-
of-value with the dollar. The latter is the responsibility of the
Dominican Government (GODR).

The principal objective of the loan and the project,is to assist in
expanding the availability of medium and long-term credit to the private
sector in selected priority areas?” The results should provide for im-
provements in the balance of payments, increased revenues to the
Government, increased business competition leading to more competitive
consumer prices and increased emplovment opportunities.

UNCLASSIFIED
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B. Background

The private sector in the Dominican Republic has not had an op-
portunity to develop under competitive conditions, until recently,
due to the Trujillo dictatorship and the ensuing political turmoil
which culminated in the 1965 civil war.

In 1962, after the fall of Trujillo, the GODR acquired his prop-
perties and businesses including the sugar industry. These enter-
prises then represented 60% of Dominican Industry and perhaps as high
as 15% of all commercial businesses.

Today, while GODR involvement in the industrial sector remains
heavy,its percentage of the total in that sector is diminishing due
to increased investment activity on the part of the private sector
since 1966. From time to time the GODR has suggested the possibility
of selling some of its interests in business to the private sector

only to be met by opposition frem “he presz and other vested intercsts.,
Recently a method hn: been establiched to rut chares of publ?c 20vra-
rations into private hands by raying for nrivately held lands with
sharer of stoek from GODR held bucinesces. This method is net
mrimarily to transfer ovnershin to vprivate hands, but to make more land
available for the land reform nroTran.

Nevertheless, private investment continues to grow as exemplified
by such projects as Falconbridge $160 million; Industrias Portela $1.7
million; Envases Antillanos $1.5 million and Fertilizantes Santo Domingo
$1.2 million, Of significant importance are the medium (USS $500,000
to 1,500,000) and small (under U.S. $500,000) new industries and expan-
sions that have been brought into being by the GODR's Investment Fund
for Economic Development (FIDE).

FIDE w3 establirhed when AID -nd the GODR, =25 a result of diccussions
in 196k ona eariy 1925, decided tht the vrivate sector, within the Trrre-
work of available resources, could bect be aczisted by the astablichment
of n rnrivate investrent rwd modeled to come extent on other succesz ul
AID-tupvorted PIFs.

The Loan Agreement (No. 517-L-007) establishing FIDE was signed on
April 12, 1965 by AID and the GODR. The Loan Agreement provided U.$.$5
million for the creation of FIDE and placed it under the administration
of the Central Bank of the Dominican Republic. The FIDE made medium-
term credit available to investors through the Dominican commercial
banking system. The AID loan was matched by a $5 million loan from IDB
ci7icd on May 19, 1966, which provides credit funds for essentially the

same basic purposes as the AID loan, and by a $5 million counterpart
contribution by the GODR.

UNCTASSIFIED
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The FIDE encountered considerable difficulty in making the loan oper-
ational, due, in large part, to the 1965 revolution and its aftermath.
The most significant problems involved the organizational structure of
the FIDE and the develupment of sub-lending procedures acceptable to the
banking system and AID. However, the FIDE department of the Central Bank
has become an effective analysis and control group for medium and long
term credit projects.

As a result of the initial difficulties the first AID sub-loan was
not made until June 1966. By August, 1968 the entire AID portion of the
FIDE financing was fully committed. -Disbursement of the IDB portion has
been somewhat slower because of a higher interest rate (4% vs. 1% for AID
funds), but nevertheless is totally committed. Both the IDB loan and the
AID loan have been effective in relieving pressure on the expansion ef-
forts of the private/commercial sector which have resulted from its lim-
ited access to foreign exchange.

The success of the AID-FIDE project can be demonstrated by the fol-
loving data (covering the period from June 1966 to December 1968):

a) Number of sub-loans 55
b) Total Investment $13.6 million
¢) Amount provided by AID loan

funds (including sub-loans

made with rollover funds) $ 5,1 million
d) Amount provided by private sector $ 8.5 million
e) Direct jobs created 1313
f) Estimated net import substitution $ 7.5 million
g) Estimated export earnings $ 1.5 million

By themselves these figures cannot convey the developmental effect
of the FIDE. Of the 55 sub-loans made with AID funds, 20 were for new
projects, many of which have had a substantial and positive impact upon
the country's economy. In several sectors (fertilizer mixing, paint
manufacture, granite tile manufacture) industries established with FIDE
assistance have broken semi-monopolies and as a result have substantially
reduced prices to the consumer.

For a complete breakdown of AID- financed sub-loans by company, date,

activity, location, investment, dollar and local currency costs, new jobs,
import substitution and intermediary institutions see Annex 11, Exhibit B.

UNCLASSITFIED



b UNCLASSIFIED

The effects of the total FIDE operation from May, 1966 to March
1969, including AID - IDB - FIDE and private sector inputs are very
impressive:

Loans approved 218

Total Investment $30.8 million
Private sector input $17.2 million
FIDE LOANS $13.7 million
Import Substitution $15.5 million
Jobs Created 4,631
Increase ~ Hospital beds 516

Increase - Student capacity 5,097
Increase - Hotel rooms 54

Annex IT, Exhibit Gcontains statistical tables on total FIDE oper-
ations. They show that loans approvals, on a month to month basis, ap-
pears to be tapering off in 1969. This is only because FITE's resources
are exhausted. Geographically the loan funds are concentrated in Santo
Domingo and Santiago, with 75% and 16% respectively by value. It is not
expected that this pattern will change substantially in the near future
although industrial incentives are provided for decentralizction. Manu-
facturing activities have used 73 .7% of the funds and health facilities
14.3% , most of the latter being provided by the GODR.

The statistics also show that of the 218 loans outstanding, three
intermediaries have channeled 204 loans and six have channeled 14 loans.
The active intermediaries have established operating divisions to provide
development banking services, whereas the others (largely foreign owned
commercial banks)have preferred to concentrate on purelv commercial bank
ing. Two foreign banks are planning to participate more actively in
FIDE operations and are adding staff for this purpose. In the course of
the intensive rcview all hanks were interviewed to ascertain, among other
things,if the flow of funcs was delibarately directed toward certain insti-
tutions. Assurances werec given that this was not the case.

It is USAID's opinion that this is one of the most successful projects
in the USAID/DR loan program. The objectives of the loans are being met.
The borrower has complied satisfactorily with the conditions and conve-
nants of the first loan, 517~L-007. Not one loan is delinquent. The
checks and balances provided by AID - IDB - GODR and the banking system
assures effective project development and loa: monitoring. A good sys-
tem has been institutionalized and a pool of development banking skills
has been created.
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SECTION II - PROJECT ANALYSIS

A. The Borrower and Implementing Agency

The Borrower would be the GODR and the implementing agency the
Banco Central de la Republica Dominicana (BCRD). The BCRD is located
in Santo Domingo and is an autonomous agency with the power to contract.
Its prime objective is to manage the fiscal and monetary policy of the
country. It is governed by a Monetary Board of seven members composed
of the Governor, the Minister of Finance and 5 representatives of the
private sector. The Governor is the chief exetutive officer seconded
by the General Manager.

The Department of International Agreements (DIA) was established
by the BCRD on April 7, 1965 to manage financial agreements with inter-
national agencies. It has divisions for project analysis, loan admin-
istration and international financial relations and a staff of 23, of
which 18 are professionals. The project would be carried out by DIA.

FIDE was established on April 14,1965 as a fund of indefinite dura-
tion. It does not have a statutory base or legal powers. These are
vested in the BCRD and the FIDE is administered by DIA, as a department
of the BCRD. The prime objective of the FIDE is development financing
to prcmote economic development. (Sec Port Three, Annex II, Zxhibit D,
for complete description of BCRD and rIDE.)

Since the BCRD cannot legally make loans to the public the FIDE
channels its resources through the banking system of the country,

There are presently ten eligible intermediary institutions in the
Dominican Repnblic, seven commercial banks, a private finance corpora-
tion, an agricultural bank and an industrial development bank. The
latter two and one of the commercial banks are owned by the Dominican
Government. The intermediaries have shown varying degrees of interest
in the project. A short resume of each iustitution follows:

a) The Chase Manhattan Bank

The Santo Domingo main office was established in 1962 and one
branch office also operates here. There is a branch in Santiago.

b) First National City Bank
This bank has two offices in Santo Domingo and one branch in
Santo Domingo and one branch in Santiago. It was established

in 1962, The Manager has contracted for development banking
talent and plans a more active participation in FIDE.

UNCLASSTFIED
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Thre Bank of Nova Scotia

This bank was established in Santo Domingo in 1920. It has
two additional.branches. ‘

The Royal Bank of Canada

The Santo Domingo main office was opened in 1912 and there
are four other branches here. It has seven other branches in
the country.

Banco Popular Dominicano

This is the only privately owned Dominican Bank. It has ap-
proximately 856 Dominican shareholders who own in excess of 807%
of the stock. The balance is owned by four Puerto Rican stock-
holders. It is the first publicly held Dominican company. Al-
though it has only been in existance since August of 1963, the
project committee was favorably impressed by its management.

It has a Santo Domingo office and six branches elsewhere in the
country. It also has six agencies, of which 5 are in Santo
Domingo and one in Santiago. Banco Popular of Puerto Rico,

the largest Puerto Rican bank, furnishes this bank with tecnical
assistance. A staff of seven professionals manages the FIDE
operations.

Banco de Reservas de la Republica Dominicana

This is a state owned bank with its principal office and two
branches in Santo Domingo. Nine branches are spread throughout
the country. There are also four agencies in Santo Domingo and
20 in the rest of the country. This bank plays an active role
in FIDE operations and has a professional staff of 5.

Banco Agricola de la Republica Dominicana

This is the government owned agriculture bank. It is not a
commercial bank and does not take deposits. Its funds come

from state contributions, short-term loans from the Central Bank,
and long-term loans from international agencies; e.g., A.I.D.

and IDB. It is not expected to participate actively in the

Fund.

Corporacion de Fomento Industrial or Industrial Development
Corporation (IDC)

This state owned company was chartered in 1962. It is the only
existing industrial development bank.

UNCLASSIFIED
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Companiia Financiera Dominicana

This was founded in 1968 with principal offices in Santo
Domingo

Bank of America

This bank purchased the Banco Nacional in 1968 and is plan-
ning an active participation in the project. Tt is located
in Santiago.,

Economic Evaluation

1.

Project Contribution to Country's Economic Development. The
Dominican Republic's current situation with respect to budget
operations, the balance of payments and economic growth have
been recently described and analyzed in the Country Assistance
Strategy Paper (CASP). Further data and analysis are contained
in the semi-annual trends report (A-45 of February 8, 1969) and
a series of reports on developments in the balance of payments,
money supply, Central Bank operations, fiscal operations, prices
and wages, the latest of which is A-192 of June 2, 1969. In ad-
dition, a current, interim revision of the Embassy's balance of
payments estimates for 1964 and 1966-1968 and a projection for
1969 are provided in Annex II, Exhibit F.

The economic justification for the FIDE project was, and is,

based upon the constructive effect of long term credit availa-

bility on a number of high-priority economic objectives of the

GODR:

a) to reduce the negative balance of payments problem by provid-
ing long term credit (otherwise not available in the country)
to encourage accelerated private investment in:

i. import substitution projects
ii. production for export
b) to reverse the flight of capital from the country.

c) the reduction of consumer prices.

d) to reduce the serious unemployment problem by creating

UNCLASSIFIED



10 UNCLASSIFIED

direct new job opportunities through the establishment or
‘expansion of industrial plants, agricultural, mining and
transportation projects as well as new indirect jobs in
ancillary and service enterprises.

The FIDE has been and will continue to be an important source of
investment funds in the context of the policies of monetary and fiscal
restraint being followed by the Balaguer Government. Money supply (de-
fined as currency in circulation plus all sight deposits except thosec
of the Central Government) in 1966 and 1967 was held below the 1963 and
1964 levels. The average 1968 level was only 5.1 percent over the 1966
level. The Central Bank has tried to limit loans and discounts to non-
Central Govermment borrowers to an amount nccessary to meet seasonal re-
quirements and emergency bank problems. After deducting new loans out-
standing to Banco Agricola for its price stabilization program, it ap-
pears that credit to the non-Central Government sector expanded by only
5 percent in 1968. New Central Bank credits to the Central Government
have been limited to about RD$5 million a year - a moderate amount in
comparison with domestic budget receipts of RD$191 million in 1968. The
ability of banks to lend has also been restrained by the high basic
reserve requirement of 50% on sight deposits and 30% on savings and time
deposits. Increases in deposits above the March 3, 1967 level are subject
to a complicated marginal reserve requirement system that is even more
restrictive until banks are in a position to redirect their portfolivus
to include more loans to the productive sector (including a high percentage
of loans of more than one year term) and less to the commercial sector than
were held by banks in March, 1967. (The required reserve system is sum-
marized in Annex II, Exhibit ¥, ) Thus far, only the newly admitted
Bank of America is on the new, "unified required reserve system" which
requires lower reserve levels but a less flexible portfolio. The remain-
ing banks are reluctant to switch to the new system without Central Bank
discounts to provide greater flexibility.,

In these circumstances FIDE money has been an important source of
funds for commercial bank loan expansion. The picture of growth in
bank loans outstanding is obscured somewhat by the Banco de Reserva's
acceptance, in June 1967, of Government-owned shares in Banco Agricola as
repayment of old loans (to the State Sugar Corporation) that had been
taken over by the Govermment. Deducting the $27.7 million of these credits
from total bank loans outstanding at the end of 1966 provides a more ac-
curate view of the trend in bank loans. From the adjusted base of RD$96.8
million on December 31, 19606, total bank loans outstanding grew by 16,9%
in 1967 to RD$113.2 million and a further 33.6% in 1968 to RD$151.2 mil-
lion. Loans to the private portion of the "productive sector" (industry,

UNCLASSTTFIED
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agriculture, construction and rcpalrs) grew from RD$38.3 million at the
end of 1966 to RDSS54.7 miilion in December, 1967, a 42.8% increase ard

to RD$74.4 million at the end of 1963, a further 36.0% increase. TIDE

has provided about one third of the RDS$36.1 wmillion increment in loans

outstanding to the private productive sector from 1966 to 1968.

The base for most of the rest of bank loanable funds has come from
rapid increases in sight, time and savings deposits while currency in
circulation has declined. This proccss reflects increasing profits,
orowing confidence in banking and more and improved banking facilities
since banks in downtown Santo Domingo were closed during the 1965 conflict.
The movement out of cash and into deposits that is attributable to a
return to a more normal cash/deposit ratio following the 1965 conflict
may now have ended. Further increases in bank deposits are likely in
1969, but they may not be as great as in the past two years.

The impact of future FIDI operations on the balance of payments
resulting from this proposed loan is best indicated by data already avail-
able on past operations and by projections for several large investments
recently finance by FIDE (See Annex II, Exhibics 2&C.) These data indicate
that the net foreign exchange gain from rIDE financed industries is alrcady
being felt and should be very counsiderable from 1909 forward.

2. Demand for Develonment Financiny. Tollowing the revolution,
problems of staffing, developing credit evaluation criteria and
application-processing procedures were quickly overcome. As the
commercial and development banks gaincd experience in the use of
the FIDE, the volume of loans approved increased quite rapidly
from June, 1966.

Loan approvals have avercged over five million in every full
year of operation in spite of eupectec delays and problems in
the start up period as well as the declining trend due to the

exnaustion of the fund.

The management of FIDE assured the project committee that there
are ample projccts in the pipeline to be financed during the rest
of 1969 and the first six months of 1970 , &s Tollows:

UNCLASSIFIED
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Loan Total
Status Request Investment

Loan applications under final
review by FIDE $2.7MM $7.3MM
Loan applications under final
review by intermediaries not
yet suvmitted to FIDE 3.3MM 10.4MM
Loan projects produced by FIDE
consulting firm and actively
being promoted 1.9MM 3.7vM
Loan projects under preliminary
review by intermediaries 5.2 11.2MM

§13.1MM §32.60M

Detailed lists of thess projects are shown in Annex II, Exhibit g.

The project committee carried out extensive interviews with the
intermediaries to assess the status of the demand for financing and the
investment climate. Our best estimate of projects to be financed for
the next twelve months are:

Loan Projects

Institution to be financed
Banco Popular $4 .60
Banco de Reservas 3.1

Corporacién de Fomento
Industrial

Financiera Dominicana

Chase Manhattan

First National City Bank of N.Y.

Royal LPank of Canada

Bank of Nova Scotia

Banco Agricola

Bank of America

.
N

.
)
LSRN
EX FD D

HOH

o

~ W WL
[
‘e

v

2
—

OCoOo0OoOOrHMNW
~
oo

Total $16.0x

Lists of the above projects were forwarded to the project commit-—
tee by the intermediaries and are attached as Annex IT, Exhibit §,

UNCLASSIFIED
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It is interestinzto note that the demand estimated by FIDE man-
agement is more conservative than that of the intermediaries' manage-
ment ($13.0MM vis a vis $16.0MM). Also, the demand for lending by in-
termediaries closely follows the pattern of the use of FIDE to date.
This pattern clearly indicates that those banks which have installed
development banking divisions have much greater volume. The Bank of
America and the National City Bank of New York have added staff to
use more of FIDE rescurces in the future, which could stimulate in-
creased activity by the other commercial banks.

Informal checks with businessmen inditate that many have plans
for expansion or new projects. This is a potential demand not yet
known to the intermediary or FIDE. The fear of piracy of investment
plans might be the cause for maintaining a low profile until projects
are vell underway. An estimate of this potential demand is not feasible.

The banking community and the entrepreneurs interviewed reflected
cautious optimism and confidence in the present investment climate.
They are moving ahead with their projects.

In conclusion, the project committee believes that $8.0 million in
additional A.I.D. loan funds would be effectively used by FIDE. Based
on the experience with the first $5.0 FIDE loan, the proposed loan would
be used in the following manner:

Sectors % US $§ Amount
Industry 75 $6,000,000
Agro-Industry 10 800,000
Transportation 5 400,000
Mining 4 320,000
Services 3 240,000
Health Services

(Private Clinics) 3 240,000
100 $8,000,000

UNCLASSIFIED
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Financial Analysis

1.~ Funding Requirements and Sources-

The A.I.D. loan of $8 million would form part of total new
injections of $20 million to F.I.D.E. to cover its foreign
currency needs and a part of its peso needs during the final
months of CY 1969 and during CY 1970, 1971 and 1972. 1In
addition to these funds F.I.D.E. will be able to rollover
recuperations from past loans with the exception of amounts
due to service the previous AID and IDB debts. The financial
resources available to cover the projected program of some
$30 million is pPresented in tabular form below:

Source U.S.$ Peso Total
AID 8.0 - $8.0
IDB 6.9 0.1 7.0
Central Bank - 5.0 5.0

Repayments (minus
debt service) - 10.0 10.0
$14.9 - 815.1 30.0

During the three-year disbursement period of the AID and IDB
loans, the Central Bank estimates sub-loan disbursements to
increase from $8.8 million to $9.5 million to $11.1 million.
Even at the end of that period the accumulated repayments,
minus debt servicing, and earnings of the F.I.D.E. operation
will permit it to maintain a yearly average of approximacely
$7.5 million in new sub-loans through 1978. An important factor
for this is the ten-year grace periods on the two A.I.D. loans.
(The projected Cash Flow, Balance Sheets and Profit & Loss
Statements for F.I.D.E. covering the ten-year period from 1969
through 1978 are presented in Annex IT Exhibit I ),

No local currency financing is required from either the AID or
IDB loans. Sub-loans are expected to average about a ratio of
one to one between dollars and pesos, and the peso:requirements
will be fully covered by the new $5 million contribution of the
Central Bank plus some $10 miIlion of recuperations from previous
loans.

2.~ Financial Position-
Following are the Profit and Loss Statements covering FIDE's

first three-years of operations for the periods ending December
31, 1966, 1967 and 1968,
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(Equivalents in US$)

Operating Income 1966 1967 1968

Loan interest 630 21,973 164,258

Interest earned during grace

period ) - 118,809 181,422

Commission for late withdrawal - 3,701 -
TOTAL 630 144,433 345,630

Operating Expenditure

Interest on AID loan 312 11,476 33,274
Interest and other charges on

IDB loan 17,055 53,750 103,850
Inspection and supervision (IDB) - 7,500 10,000
Technical Assistance (ICAITI) - - 33,275
Administrative expenses 24,899 64,585 83,570
Promotional expenses 625 1,877 4,210
Technical assistance expcases - - 291
General expenses - 15,149 25,4067

TOTAL £2,891 154,337 303,93

Net surplus (deficit) for
the year (42,251) . (9,854) 41,643

In view of the low levils of sub-lending during the first year

of operation, income was insufficient to cover administrative
expenses, resulting in a loss equivalent to US542,261. Incrcased
lending brought the loss for 1967 dowa to $9,85.4. 1In view of

the fact that by the end of 1967 sub-loans had reached a suffi-
cient volume so that interest due would ciiceed the aduhistrative
expenses, there wzs a net profit of $41,743 during 1968 which
reduced the cumulative deficit to only §10,372 and improved the
current financicl position. The projections for 1969 show a
profit of $146,000 which increascs year by year to a level of
$611,000 by 1973, Particularly notevorthy is the fact that the
sub~loan portfolio is 1007 up to dute. The reason is that under
the collection procedures applied to lozns made from FIDE recsources,
the Central Bank, on the due date for any installmeat of such a
Joan, automaticolly debits the account of theoppropriate interme-
diary institution for the awmount of principal and interest due and
credits the same cmount to FIDE, With respeet to the portfolios
of the intermcdiary institutions themsclves, a sample analysis
shows less than 1% of paymeats in arvears,
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The following condensed balance sheets show the financial
condition of FIDE as of December 31, 1966, 1967 and 1968.
(Equivalents in thousands of ussg) 1/

1966 2/ 19567 1968
Assets STz $ A § ™%
Current 39.3 5.7 237.8 4.2 1,654.3  14.6
Short-term
receivables 2.0 0.3 8.9 4/ 0.2 5.5 4/ 0.1
Long-tern
receivables 3/ 643.3 94.0 3,405.4 95.6 9.596.2 5/85.3
684.6 100.0 5.653.1 160.0 11,256.0  100.0
Liabilities
Short-term 426.9  62.1 1,020.7 18.0 1,252.4 11.1
Long~tern 300.0 43.8 4,684.,5 82.9 10,009.2 gs.9
ggﬁﬁfﬁqu mings 20 0.3 . - 4.7 -
E‘De§ic{5f;‘j o7 (62.3) _(6.2) _(52.1) (0.9) (10.3) -
684.6 100.0 5.g53.1 i80.0 11.2:26.0 ICo.0

The above comparative balazce sheets show that the total assets of
FIDE amounted to $684,583 at the end of December, 1966, insreased
to $5,653,165 in December, 1967, and rose further to $11,256,C00

in December, 1968. The increase to just over sixteen times the
December 1966 Ffigure in such a short period of time refleets vigo-
rous activity in the loan portfolio of the FIDE. Of particular
note is that in all three years betweea 857 and 95% of the assets
were applied to long-term credit operations suthorized by the FIDE,

1/ Rate of exchange: US$1 = RpS1.

zy The FIDE begaa operztions on May 1, 1966.

3/ Long-tern receivebles are the mounts actually disbursed
and outstanding,

4/ As of December 31, 1987 zad 1! S, short-term receivables

(¢)
include aa amount of U593 wil
sheets of FIDI uader "Other Ao

3/ Includes the cquivalent of 05§33,

to be provided by the Cenrral Ame

Research and Tecanology.
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Certain factors emerge from an analysis to date of the FIDE
operation:

1)
2)

3)

4)

5)

its liquidity position is satisfactory;

its loan portfolio shows a very satisfactory degree of
collectibility and an absence of arrears;

operating expenses represent a satisfactory ratio of 1.3%
of outstanding loans;

the net losses suffered from the start of operations in
May 1966 to December 31, 1967 are normal in emoun* and are
attributablesolely to the low volume of disbursements made
to borrowers; and,

the training obtained through the technical assistance of
ICAITI and the experience acquired have resulted in a
substantial improvement in capacity to process loan appli-
cations, with a total of 78 operations in 1968.
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SECTION III - LOAN ADMINISTRATION

A. Project Execution

Following the Loan Authorization, which is expected in June, 1969,
the USAID Capital Development Office and Legal Counsel respectively will
prepare Implementation Letter No. 1 and the Loan Agreement. As the new
USAID Counsel is not expected to arrive at post until September, 1969,
the USAID will request either the TDY services of an AID/W lawyer or
preparation of the draft Agreement in AID/W. As the principal covenants
and conditions of the new loan have been discussed with the Central Bank
during the course of intensive review,and as mest of them conform closely
to the conditions of our previous loan, no delays are foreseen in nego-
tiation of the loan documents.

It should be pointed out, however, that the AID loan , as well as the

IDB loan, must be formally approved by the Dominican Congress. As the
Congress is recessed until August, such approval is expected in either
August or September. No delays are foreseen in the approval of either
loan as the ruling coalition holds a majority in each of the chambers.
We expect the Loan Agreement to be signed in September, 1969 and, in

view of the similarities with the first AID loan, the conditions prece-
dent should be met within a maximum of 60 dayvs after signing. Tz,

—~ 2

disburscments under the AID loan should begin in November, 196¢. Cec
Part Three, Annex IZ, Exhibit T, ror Contrant of Administrztion (Truct

Trun
P regrim e o g de A D T -
fgreemert) bebween the NODR and the =072,

As the first AID loan as well as the IDE loan have been fully com-
mitted there are no available sources of foreign currency for new com-
mitments under the FIDE. Thus, we would recommend that AID agree to
reimburse the Central Bank for all eligible project dollar costs from
sub-loans approved after the date of the Loan Authorization.

As the Central Bank cannot make loans to other than financial in-
stitutions, primary responsibility for the rate of use of FIDE funds
rests with the financial intermediaries. Sub-borrowers make applica-
tions to the latter wnhich, if approved, are passed to the Central Bank.
Once the latter reviews and approves the sub-project a loan document
is signed with the intermediary. The latter is then free to sign a
loan agreement with the end-borrower. The processing time varies with
the quality of the loan proposal and generally takes a longer time at
the Central Bank - in many cases as long as two months - then at the
commercial banks. (The reason for this is that the commercial banks
are less critical of project analwsis when dealing with respected
clients and are assured that the loans are fully secured. However, the
Central Bank carefully studies the viability of the project itself).

UNCLASSIFIED
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With greater experience under the program, including development bank-
ing seminars with personnel from the intermediaries, the processing
time should be reduced.

In view of the present rate of new project development described
previously, it is expected that the AID loan will be fully committed
by December 31, 1972, or some three years after loan signing. The loan
should be fully disbursed by June 30, 1973.

Techniczl assistance - No technical assistance is recommended under
the present loan in view of the fact that the IDB has allocated $150,000
for such purposes under its loan. It is anticipated that the present
contract with the Instituto Centroamericano de Iavestigacién y Tecnolo-
gia Industrial (ICATTA) will be extended. The-Technical assistance would
consist in (1) advice, assistance and training of counterpart personnel
of the Central Bank and the intermediary institutions in identification,
selection, preparation and evaluation of projects and (2) assistance to
the end-borrowers in machinery installations, productivity improvements,
ete.

B. Loan Monitorineg

The Industrial Development Division of the USAID would have the pri-
mary monitoring responsibility for the USAID, including the day to day
contact with the Central Bank and intermediaries. It would also be in
charge of inspection of end-borrower facilities to assure proper use of
AID loan funds. It should be pointed out that the effective procedures
developed under the first loan will be continued under this loan.

The Capital Development 0Office would be responsible for general pro~
ject coordination and maintain close contact with the Industrial Develop=-
ment Division, Controllers Oifice, the Legal Counsel and, to the extent
necessary, the Eagineering Development Division. The USAID is fully
capable of adequately monitoring this loan.

C. isbursement and Procurenent Procedures

It is anticipated that both the reimburscment and letter of commit—
ment/letter of credit procedures will be used to disburse AID funds.
Once conditions srecedent are met, the USAID will reimburse the Central
Bank for all eligible dollar costs incurred from the time of Loan Authes
ization. Subsequent disbursements will be make under AID letters of cown-
mitment.

UNCLASSIFIED



20 UNCLASSIFIED

At the request of the Central Bank, A.I.D. will open one or more
letters of commitment, in a US bank or banks, in favor of the Central
Bank. Once the end-borrower is ready to place a firm order with a US
supplier, the intermediary will request the Central Bank to authorize
a commercial letter of credit to the supplier. The Central Bank will
request a copy of the letter of credit for itself and for the USAID.

All of A.I.D.'s procurement policies will be adhered to. However,
requiring a separate publication for each loan would help neither the
U.S. businessman nor the sub-borrower. Tn moss cases the equipment
will be selected in accordance with the necessity for standardization,
local dealer services, confidence in a perticular line, ete, !

This has been A.I.D.'s experience with the first FIDE loan and
other ICI loans. Thercfore it is recomended that the Director/USAID/DR
be authorized to waive the Small Business notification recuirement wnen:
(1) it serves no usefuwl wurpose and/or (2) an emergency procurement
situation arises. an irgrem delegating this additional authority to
the Dircctor/USAID/DR will be sent once the loan is authorized,
patterned after prior similar cases.

]

U e

Where the Small Busin Notific be a us
to either the sub-borrower or Lhe U.S. businecsmen, the €
the intermediaries will be required ©

&
§
4
o
Uz
[H]

As stated before, ID3 has auvhorized a second tranche in the emount
of $7.0 million *o e uced oy FIDE. In view ot ©h

e Tect thet ALT.D.'s
terms are nmore concezsionz]l thon ID3 '3 “hhe

.\ - 2 e vyey o e e .. 2 e

nzl vae project commitiee believes
4T =4 T L B .y - 5 N TS e AT - . . .
that A.I.D.'s resowrces would ve used -=TCv, vaeredy caucing a pipeline

. o T R )
provlen Tor ILD. 1 Order o asswre disburscrmenss of +h

IDE loans as well as %o )

[yi}
£
o]

I.D.
o the 7IDZ,

ssure convrivuvions from the GOTR +
certain conditions are to be set forth in %he Loan Agreecment. These are

set Torth under tne following sub-tivle "D, Conditionz and Covenants,"
points 3 and lO.. A.L0D. would cpen the initizl letter 5) of commitment
in an wicwnt of 8U.S.2 me licn. Therealter, o levter(z) of commitment

wvould e opencd only 4o T to ¢ ¢ the

C

voil the conditicns nad been e

_pari pussu contribuiicns of the GODR vig-a~viz

_osure the we of IDD unds on cpproxinmately a pro
of A.I.D.

7

-
]
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vursemernts and o
a [

5is with those

D. Conditions and Covenants

The following are the principal conditions and covenant
cluded in the Loan asvecacat:

s to be in-

UNCTASSIFIED



1.

I

21 UNCLASSIFIED

Prior to the first disbursement under the Loan, the Borrower and
Central Bank shall wp-icte the existing Contract of Administration
to the satisfaction of A.I.D. Loans by the Intermediaries shall
be made in accordance with such agreement, as approved by A.I.D.,
and as it may from time to time be modified in a manner mutually
satisfactory to A.I.D. and Borrower.

Prior to the first disbursement under the Loan, Borrower shall
show evidence of arrangemeats, satisfactory to A.I.D., of a
seven million dollar ($7,000,000) loan to the Government or the
Central Bank from the Inter-American Development Bank (IDB) for
the FIDE.

Prior to the issuance by A.I.D. of any letter(s) of commitment
under the Loan, Borrower shall shoy evidence, satisfactory to
A.I.D., of an undertaiting by the Central Bank to contribute not
less than the equivalent of Five million dollars ($5,000,000)
ror the FIDE on a pari passu basls with disbursements under the
A.I.D. loan. As a condition precedent to A.I.D.'s obligation
to issue cay letter(s) of commitment wnder the loan subseguent
to the initial letter(s) or commitment Thereunder, Dorrower
shall submit to A.I.D. evidence satisfactory to A.I.D. +that +he
Central Dank is in compliance with +the undertaking to contribute
funds for the FIDE on a varl passu vasis with disbursements
under the A.I.D. loan. (Sce Secct

eS¢

tion ITII-C for rationale.)

Equipment, materials and services financed by the loan shall
have their source and origin in the United States,

A.I.D. will agree to reimburse the Central Bank, once conditions
precedent are met, for all dizisiz costs of sub~loans approved
by the Central Bank after the date of the Loan Authorization.

Except as A.I.D. may otherwise agree in writing, the Loan will
not be used in projects which would result in the increased
production for export of foods or feeds which are in Unite
States or world surplus or wiich would resulr in the increased
pProduction of non-feed or non-food agricultural products which

Loy

are in world or United States surplus,

the Loan will

~{Xcept as A.I.D. may otherwise agree In writing,
¢ terprises or increase
t

t
not be used to finance new cottoen texcile en
the production of existing cotton text

o
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hxce?t as A.I.D..may otherwise agree in writing, the Loan shall
not oe used to finance a iocan by the Central Bank to an Inter-~
mediary for projecct sub-loan:

©

a) which is cither all or in part for working capital purposes;

] : . - - - . N T =~ >
b) where Privite sources of f{inancing are dvailable on reasonable
terms wnd conditioas;
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¢) ‘where the amount of financing fronm this Loan is more than
two hundred fifty thousand dollars ($250,000);

the sub-project; or

e) where such financing would Cause the Bank's tota]l assistance

to any single enterprise to exceed five hundred thousand
dollars ($500,000) . '

Unless A.I.D. otherwise agrees in writing,

L the loan shall not be
used to finance more than fifty percent (50

%) of any sub-loan
for medical facilities nor shall any such sub-loan be made with-
out the prior written approval of A.I.D.

' . . . - .

Unless A.I.D. otne?w1ge agrees in writing, ne disbursement under
the loan subsequent to the Tirst disburscmen: will be made which
would cause the disbursements under ire lozn to exceed Dy more
than one million dollers $%,000,070) &isp ‘senents under the
second loan freom *he ID3. (Sece Section ITI-C for rationale.)

All amounts received by the Central Bank as principal repayments
on loans to Intermediaries for project sub-loans will be placed
in the Bank in a special account. To the extent that such pay-
ments exceed the amount of funds required to nect Borrowers
payment of piincipal to 4.1.D., the repayments will be utilized
by the Bank, encept as AID, Bank and Borvrover may otherwise agree
in writing, for relending to Intermediaries for sub-loans in
accordance with the terms and conditions of this agreement, with
the exception of the requirement for purchases in the United
States, and the Contract of Administration between the Borrower

and the Bank.

- . . _ A
Should the additional funds provided to the FIDE by A.I.D., IDB
and the Central Bzark not be used as rapidly as projected over
the three year period (197C-1972 inclusive), the Borrower agrees
to review, discuss and make best possible efforts to revise
existing incentive legislation for cconomic development, with a
view toward stimulating investment.

Unless A.I.D. othervwise agrees in writiag, the maximum interest
rate charged the end-borrowers shall n t be greater than ten
percent (10%) and for terms of not less than three (3) years
nor more than twelve (12 years, including any grace period,

/1 - IDB has casnorized & 27.0 loan, not yed cimed, with an

effective interest rate or Ll repLynent withi
ineluding o grace period of three ang one-half years
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SECTION IV -~ TSSUES

The issues faced and resolved during the. course of the review of
this loan proposal were as follows:

A. Amount of the Contribution to FIDE by the Central Bank and/or
the GODR .

The IRR states that it would be difficult to negotiate a new $5
million contribution from the GODR and indicated that, while an attempt -
would be made to obtain such a commitment, a contribution of $2.4 mil-
lion would be accepted as an absolute minimum. 1In its cable of May 8,
1969, approving the Intensive Review Request, AID/W indicated that it
considered a contribution of $2.4 million as an absolute minimum and
acceptable only if the USAID were coavinced that a larger contribution
was not possible,

Based on these instructions, the USAID has negotiated for the rec-
ommended $.5million of new peso financing from the Central Bank. The
Bank has formally agreed to provide this amount as is evidenced by the
letter from its Governor (See Annex I, Exhibit A.) In addition, the
Loan Agreenent will require that the GODR provide whatever additional
local resources are necessary to carry out the project.

As both the A.I.D. and IDB loans will be restricted to direct US
dollar costs of sub-~loans, the Central Bank contribution is important
to assure a sufficient source of financing peso costs until the level
of . repayments from previous loans is adequate.

v

ndustyial Incentives and Protection

[¢)

3. Woaknesses of Law on

The cable approval (STATE 072002) to proceced with the intensive re-
view presents the issuc as follows: '"Program meworandum indicated
weakness in current investwment law. Should proposcd $5 million loan
be used to encourage move satisfactory law?  If not, will weakness cur-
rent compromise objectives praposed loan?'

o]

The law was passced on april 23, 1968 and insufficicent time has
clapsed to accurately measure eifects. iHowever, we have examined and
analyzed FIDI's expericence both prior to and since passage of the law.
FIDE approved 123 loans amounting to $0.9 wmillion during the year prior
to the passage of the law and 71 loans in an amount of $3.9 million dur-
ing the ycar after the passage of the law. Lowever, this reduction was
normal in view of the fact that TIDE's available resources were almost

UaCLaSOIrLid
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totally committed (A.I.D. Loan 517-L-007 of $5.0 million fully committed
by August, 1968) half way through the year. Thus it cannot be directly
attributable to the Law. Furthermore, there does not appear to be any
slackening in project development. The FIDE system has developed a list
of 65 industrial projects, at various stages of development, requiring
$13.0 million of financing by FIDE and representing a total investment
of $32.5 million. (See illustrative list of projects to be financed in
Annex II, Exhibits G and H.)

Our best analysis of the Law shows that, while it does provide cer-
tain incentives, it is also protectionist.. ' In view of the fact that it
was passed by the Dominican Congress and is supportad by influential
Dominican businessmen,any loan condition requiring amendments to'the Law
would be politically unacceptable to the GODR at this time. Furthermore,
too little experience has yet been gained in implementation of the Law to

corroborate opinions that the law is weak. In any event such pressures for

caaige should come from Dowinicans and not representatives of a foreign
Governnment, :

Our recommendation is to call attention to this law and other in-
dustrial incentive legislation in the first Implementation Letter. A
statement should be included which would request a joint review of exist-
ing incentive legislaction if A.I.D. funds were not being committed as
rapidly as projected,

c. Findinzs of the Insnections and Investioations Staff (IIS) on FIDE

Loan Administration and Honitoring :

The IIS report indicates some eleven areas of irregularities. O0f the
eleven areas, we conclude that seven co not, in fact, show irregularities,
three must be monitored, in che firse instance, in AID/¥, and the remain-
ing one in the field. A summary of the principal findings, and our com-

. meats, follow:

1. Sub-loans were made for certain business activities - such as
manufacture of shaving creanm, decdorants, and hair tonics; manu-
facture of Stockings; manufacture of wooden doors and kitchen
cabinets, etc. - which do not appear to conform with the pro-
visions of the Loan Agreement.  (Comment: All of these sub-
loans arc in accordance with ‘the Loan Agreement since each 2ro-
ject "increases the production of agriculture, industry, mining
or transportation'" (Scction 1.2) in accordance with the establish-
ed prioritics orf "import substitution" (Scetion 1.2) or "elimina=-
tion of domestic shiortages" (Implementation Letter No. 12)).

2. A US supplicr
in violation o

aid a dollar commission to a Dominican agent who,

It]
f Dominican laws, did not turn in the dollars to
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the Central Bank for pesos. (Comment: This is not in violation
of A.I.D. regulations; however, the Central Bank was notified
in order that remedial action could be taken.)

Dominican sub-bormwers were required to pay customs duties on
equipment financed by A.I.D. Letter of Commitment. (Comments:
Duty free importation of equipment is not a requirement of the
Loan Agreement and only Catcogory A type industries received

such exoneration under the Industrial Incentives Law. Our moni-
toring, in accordance with Section 6.9 of the Loan Agreement,

is restricted to assuring that A.I.D. funds are not ugsed to pay
such duties. No evidence of the latter has been found.)

Personal service contracts for technical assistance were entered
into with sub-borrowers for assistance in equipment installation
and start-up. (Comment: In purchase of certain equipment, tech-
nical assistance for installation and start-up advice are an
integral part of the purchase and is an eligible item for A.I.D
financing.)

Imports of several US commodities were made on foreign vessels,
allegedly paid for with A,I.D. financed pesos. (Comment: USAID
auditors have found no evidence of this. As funds are fungible
2nd both A.I.D. and the sub-borrower's own funds are used for a
variety of peso expenses, the A.I.D. funds in every case can be
attributed to eligible peso costs. The IIS attributed them to
financing foreign shipping. The problem of attribution will

not arise under the new loan as it is restricted to US costs.)

A.I.D. financed equipment was sold by the sub-borwver to another
business as part of liquidation. (Comment: A.1.D. cannot
guarantee the success of the 55 sub-loans. Sale of the equip-
ment after unrrofitable operation seems to have been a rational
business deci.ion.)

A.I.D. financed local currency expenditures freed the sub-
borrower's own funds for the purchase of third country equipment.
(Comment: Section 6.2(g) provides for such purchases, without
A.I.D. approval, if third ccuntry purchases are 20% or less

of total project costs. Higher percentages can be purchased in

“third countries with non-A.I.D. funds if A.I.D. so approves.

In the case cited, UFLID suditors Tound thot the cxpancicn
project ALd not “neinde thizd ~owntry rrocurment alther =
mogt machincr: bousht previous o ermprnsileon won fronm Ttaly,)
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['”8. Equipment from Italy was paid for by AID/W although no false
| declaration was made. (Comment: As the supplier certificate
' clearly showed that the purchase was from Italy, the US bank
and AID/W should have refused payment.)

9, Certain pieces of used equipment were substituted for new
equipment by the US supplier. (Comment: This is an apparent
case of fraud which the USAID asked IIS to investigate.)

10. A US supplier in collusion with a Dominican sub-borrower
overpriced equipment to liquidate a previous debt. (Comment:
This is an apparent caseof fraud which the USAID asked 1IS
to investigate.)

11. A working capital loan was made to a sub-borrower who used
the money to pay off a bank debt which existed prior to the
receipt of the A.I.D. loan. (Comment: This I1S finding has
been investigated and appears to be correct. The USAID will
fjitiate a reimbursement claim.)

Our review of the IIS findings appears to confirm our belief that
monitoring of this loan has been adequate on the part of both the Central
Bank and the USAID, although improvements can and will be made. At
the present time an internal audit, a further monitoring check of the
USAID, is being carried out to disclose and correct those irregularities
which may exist.

We are presently answering the IIS report and are adopting certain
of their recommendations in order to assure that all appropriate measures
are taken to guard against the misuse of A.I.D. funds. These measures
will be in effect under the second loan and should assure better moni-

toring results.

D. Competition of the FIDE with the A.I.D. Financed Financiera
Dominicana

There is little question that a contributing factor to the relati-
vely slow start of the Financiera is due to the dynamism and competiti-
veness of the FIDE system. However, our assessment of private investment
plans in the Dominican Republic shows tha there is room for the Financiera
if it improves its promotion and seeks out business.

The Financiera claims that it loses business because it cannot
provide the banking services offered by the commercial banks. In spite
of this it is our opinion that the Financiera has sufficient flexibility
to compete as it can (1) offer lower interest rates in view of the
2-1/2% interest charge on the A.I.D. loan, (2) take equity positions,
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(3) provide underwriting services, and (4) provide longer term loans

than the commercial banks. Finally, the Financiera is eligible to
use FIDE for financing local costs of projects.

UNCLASSIFIED
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4. SPECIFiC QUESTIONS WITH RESPECT TOURISM PROGRAM AS FOLLOWS
(FOR COVEWAGE IN EVENTUAL TGURISH LOAN PAPER):

Ac 123 _INDIGATES PROPOSED 455 MILLION TG BE SPENT wiTHOUT
ACGARD TO ANY OVERALL PLAN GR PROGAAM. DOES GODR HAVE ANY
SPECIFIC PLAN OR PROGRAM TO PROMOTE THIS SECTO<? DOES 17
INTEND §MVEST N PROMOT 1 NG DEVELOPMENT THIS SECTOR? HOH

DOES T INTEND USE STUDIES MENTTONED IN {RR?  CAN ok 41 LL | ON
AID PROGRAM REALLY BE EFFECTIVE iN ABSENCE COMCERTED FINANCYAL
EFFORT ON BEHALF GODR AND NEW INCENTIVES TO FOAE 1o AND

LOCAL INVESTORS?

8. WOULD ANY OF PROPOSED %5 MILLION BE USED FOR PURCHASE
REAL ESTATE?

C. iD/1 I0ULD APPRECIATE 140RE DETAILED EXPLANAT!ON WHY
USAID FEELS RELENDING TO GOVERNMENT~0/NED ENTERPRISES MIGHT
2E NECESSARY UNDER THE TOURISH PROGARAM, THIS REPRESENTS
COMPLETE REVERSAL PRIOR POL!CY,

5. PLEASE ADVISE TIMING LOAN PAPER SUBMISSION,

ROGERY
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CERTIFICATION PURSUANT TO SECTION 611(e) OF THE

FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED

I, John P. Robinson, the principal officer of the Agency for
International Development in the Dominican Republic, having taken in-
to account, among other things, the administration of similar projects
in the Dominican Republic previously assisted by the United States, do
hereby certify that in my judgment the Dominican Republic has both the
financial capability and the human resources capability to effectively
maintain and utilize the capital assistance project called "Dominican
Republic - Private Investment Fund'". (Second tranche.)

This judgment is based upon the experience of the past three years
under Loan 517-L-007, likewise titled "Dominican Republic - Private
Investment Fund'". (First tranche.)

The Borrower (GODR) implemented the first loan through the Central
Bank under a contract of administration (trust agreement). The Central
Bank, considered to be one of the ablest GODR agencies, organized an
Investment Fund for Economic Development within the Department of Inter-
national Agreements to carry out the project through the commercial and
development banks of the country.

The Borrower has essentially met project objectives and results
are significant. Covenants and conditions have been fulfilled. Bor-
rower has built a viable development banking system. Project adminia-
tration has improved consistently. Finally, of 218 loans approved none
are delinquent.

»/",. ‘
/\.-/éa 'Ag o ‘.\’ < —
Jeohn P. %blnson

June 10, 1969
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BANED CEITIRILE L ETUSICA DO
ednro DOMINGO. R. O. JR
"ANO DE-LA EDUCACION"

. 5471

Mr, John P. Robinson,
Director USAID/DR Mission
Santo Domingo, D.N,

Mr, Director:.

Reference is made to your kind letter dated June Sth. , 1969 -
relative to a Loan Application for additional assistance.

I wish to thank you very much for the help you are giving us in ~
order to obtain this Loan in the amount of US$8, 0 millions which
will increase the resources originally granted to the Fondo de In-
versiones para el Desarrollo Econdmico (FIDE), under the admi-
nistration of the Department of International Agreements of this
Bank, '

I make proper this ocassion to inform you that Banco Central is
willing to grant Dominican Pesos in the amount of $5. 0 millions,

after obtaining the approval of the "Junta Monetaria' of this Bank.

+ 1 aope this will fullfil the request made in the last paragraph of

your letter,
— - /
%Uiénm@l"e rr/andez
/Govcrnox;/(b
Ldnco Ccntr:;}b_j_»"m Repiblig;

Dominicana

DHF
RHC/gcl.

"COURTESY LilAalbLAalioN"
(Original (in Spanich) 4in LA/TR Official Fi1an)
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FIDE LOAN OPERATIONS

May 1966 - March 1969 -

Page

2 FIDE Loan Appro%ala, by month

3. FIDE ioan Approvals, by geograbhical distribution

4 FIDE Loan Approvals, by Economic Seétor and Source of Funds
4 5 FIDE Loan Approvals, by Intermediary and Source of Fuﬁdé

6 Appraisal of Socio-Econcmic Effects .

7 _FIDE Disbursements
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MONTEHS

January
February
March
April
Moy

June
July
August
Septexter
October
liovember
Dacember

CarpcellatZiens

Decreases

CUTSTANDING

FIDE LOAN APPROVALS

1/ First fifteen days of May.

1966 1967 198 1969 TOTAL

No. Amount No. Amount No. Arount No. Amount No. Amount
- - 4 500,028.84 8 314,687.12 6 150,583.14 18 965,299,10
- - . 1 72,587.50 5 484 ,485.17 4 63,230.00 10 620,302.67
- - 6 409,202.67 7 242,257.67 9 504,610.54 22 1,156,070.88
- - 1 120,402.G60 9 1,030,713.11 3 251,149.97. 10 1,151,115.11
3 254,632.20 24 1,640,862.80 7 625,702.40 - 1/650,000.00 34 2,521,197.40
1 67,710.00 4 61,153.00 9 820,732.00 - - 14 959,635.00
- - 21 793,552.45 9 350,7G2.55 - - 30 1,144,255.00
4 445,534.69 6 177,011.50 6 229,220.00 - - 16 851,766.19
4 295,707.32 14 857,997.71 6 130,574.59 - - 25 1,284,279.62
3 *665,000.00 7 168,280.00 4 . 83,659.50 - - 34 916,939.50
2 220,358.39 18 890,751.42 3 191,000.00 - - o | 1,302,109.81
6 573.510.53 2 260,646.32 5 - 513,286,75 e - 13 1,347,443.60

‘23 2,522,453.13 108 2,952,516.21 78 5,027,020.86 19 718,423.68 228 14,220,413.88
2 86,341.81 2 36,515.00 S 190,514.C0 1 99,000.00 10 412,370.81

- 613,11 - 63,137.00 - 70,101.47 - 5,090.24 (11) 138,941.82

et 86,954.92 - 99,652.00 - 260,615.47 - 104,090.24 - 551,312.63

21  2,435,498.21 106 5,852,864.21 73  4,766,405.39 .18 614,333.44 218 13,669,101.25

>

2808

L 3o 2 a88g ‘9 3191

¢S JO § 93ud‘IT YANNV
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FIDE LOAN APPROVALS Exhibit C, Poge 3 of T

. CLASSIFIED BY REGIONS & PROVINCES

May 1966

.March 1969

Regions and
Provinces

Amount of Loans

Value of Loans

13,669,101,25

No. ) 4 Amount Z

REGION CENTRAL ., _162 . 74.3% 10,203,818.21 74.62
Santo Domingo 153 9,894,141.01 -
Peravia 3 157,022.27
San Cristobal 6 152,654.93
YAQUE DEL NORTE 29 13.3% 2,176,105.21 15.9%
Santiago 25 1,890,105,21
Puerto Plata 2 155,000,00
Espaillat 2 131,000,00 ,
Dajabdn - - :
Montecristi - : -
Santiago Rodriguez - ' - ,
Valverde - - jﬂ;
REGION DEL YUNA 10 4,67 590,114,75 4,32
Duarte -3 108,536.75
Sanchez Ramirez 1 10,000.00
La Vega 6 471,578.00
Samani - -
Maria Trinidad Sanchez - -
Salcedo - -
YAQUE DEL SUR 6 2.82 212,945.55 1.62
Barahona 2 125,000.00
San Juan 3 57,296.56
Elias Pifia - -
Bahoruco - -
Independencia - -
Azua 1 30,648.99
Pedernales - -
REGION DEL ESTE 11 5.0% 486,117.53 3.6%
El Seibo 2 ' 25,044,32
San Pedro de Macoris 2 21,073.21
La Altagracia 4 ' 323,000.00
La Fomana 3 ' 42,000.00

TOTALS 218 100.0% 100.0%
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FIDE LOAN APPROVALS

LASSIFIED
CTASSIFIED BY ECONOMIC SECTOR
AND SOQURCE OF FUNDS
" ‘Eay 1966-March 1969
No. of TOTAL S U R E S
SECTORS Loans $ z ATD BID BC
__ 5 $ $
MANU= ACTURE 52 9,413,886.21 68.9  3,912,434.93 4,579,058.77 922,392.51
MANUTACTURE (WORK-

ING CAPITAL) 15 660,355.41 4.8 4£8,300.00 - 212,055.41
AGRIC/LTURE & CATTLE 2 110,000.00 0.8 90,000.00 - - 20,000.00
 TRANSTORTATION - - - - - -
MINTLS 2 217,612.00 1.6 217,612.00 - -
EDUC.ZTON 22 756,148.80 5.5 - - 756,148.80
HEALTH 64 1,960,339.38 14.3 287,000.00 - 1,673,339.38
ARTICN INDUSTRY 8 32,251.97 0.3 - - 32,251.97
SZ2VIlZs 10 372,858.49 2.7 77,836.00 40,807.50  254,214.99
TOURZ M 3 145,548.99 1.1 115,000.00 - 30,648.99

‘TOTALS 218 13,669,101.25 100.0 _5,148,182.93 4,619,866.27 3,901,052.05
TYPE 2F CURRENCY: :

Toreign 7,080,859.07 51.8  2,818,891.18 3,083,820.83 1,178,147.06
Local .6,528,242.18 48.2  2,329,291.75 1,536,045.44 2,722,904.9

L 30 4 9984 ‘D 3Tqupa
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FIDE LOAN APPROVALS

CLASSIFIED BY INTERMEDIARY INSTITUTIONS

UNCLASSIFIED -

AND SOURCE May 1966 March 1969
i -
OUTSTANDINGS AID BID BC

Intermediary Institutions No. Amount No. Amount No. Amount No. Amount
Banco de Reservas de la Rep. Dom. 88 4,044,093.10 12 1,295,276.86 9 623,057.01 67 2,125,759.23
Banco Popular Dominicano 62  5,245,940.28 16 1,857,954.54 16 2,010,361.01 38 1,377,624.73
Corporacidn de Fomento Industrial 54 2,493,724.87 22 1,170,608.53 13 1,051,448.25 21 271,668.09
Banco Nacional, S.A. 4 40,343.00 1 14,343.00 - - 3 26,000.00
Banco Agricola de la Rep. Dom. 2 390,000.00 1 290,000.00 - - 1 100,000.00
First National City Bank 1 85,000.00 - - 1 85,000.00 - -
The First Manhattan Bank 2 550,000.00 1 250,000.00 1 300,000.00 - -
The Royal Bank of Canada 4 670,000.00 2 270,000.00 2 400,000.00 - - | -
The Bank of Nova Scotia 1 150,000.00 - - 1 150,000.00 - -

218 13,669,101.25 55 5,148,182.93 43 4,619,866.27 130 3,901,052.0

1/ - 2/ -

1/ The number of outstanding loans to date is 218, but, according
to the source of funds it shows 228; this is due to the approval
of ten loans financed from two sources.

2/ The original loan of $5.0 million granted
by AID has been completely used.
over said amount represents repayments re-
ceived from subloans made from the original

£.ID loan of $5 million.

The excess

J, Jo ¢ a%vg ‘D 31qIuxd'V”
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APPRAISAL OF SOCIO-ECONOMIC EFFECTS
FIDE LOANS FROM MAY 1966 TO MARCH 1969

Mobilization Increased Increaseu ilLicascu s
No. of of Internal Import Jobs Hospital Student Hotel Value
SECTORS Loans Savings Substitution Created Beds Capacity Rooms Added
INDUSTRY 92 12,240,852.00 15,458,060.33 3,526 - - - 14,992,361.28
INDUSTRY (WORKING ‘ *
CAPITAL) 15 272,414.75 - 358 - - - 713,976.64
AGRICULTURE 2 272,000.00 - 34 - - - 91,628.00
TRANSPORTATION - - - - - - - -
MINING 2 210,234.00 - 45 - - - 279,228.89
EDUCATION 22 1,200,721.44 - 131 - 5,097 - 978,535.08
HEALTH 64 2,240,350.62 - 410 516 - - 2,935,645.57
ARTISAN INDUSTRY 8 69,033.7_9 - 18 - - - 166,516.08
SERVICES 10 436,252.24 - 77 - To- - 539,158.89
TOURISM 3 222,688.01 - 32 - - 54 138,102.85
TOTALS 218 17,164,546.85 15,458,060.33 4,631 516 5,097 54 20,835,153.28 gg
- mxa
By B
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CLASSIFIED BY INTERMEDIARY INSTITUTIONS

FIDE DISBURSEMENTS

AND SOURCE May 1966 - March 1969

- Amount - Total of Total of Dis-

No. of of Disbursements Performed Disburse- bursements tq

INTERMEDIARY INSTITUTIONS Loans Loans AID BID BC ments be performed
Bgrco de Reservas de la RD 88 4,044,093.10  1,233,094.95 623,057.01 1,300,269.03 3,156,420.99 887,672.11
Bzaco Popular Domiﬁicano 62 5,245,940.28 1,810,730.08 1,975,361.01 1,361,109.61 5,147,200.70A 98,739.58
Corporacida Fomento Industrial 54 2,493,724.87 975,423.16 880,472.60 220,569.59 2,076,465.35 417,259.52

Barco Nacional, S.A. . 4 40,343.00 14,343.00 - 26,000.00 40,343.00 - -
Banco _Agricola de l1a RD 2 390,000.00 290,000.00 - - - 2%0,000.00 100,000.06

First Natisnal city Bank 1 85,000.00 - as,ooo.ob - | £5,000.00 -

Tas Chase :l2nhattan Bank 2 550,000.00 ° 250,000.00 - - 250,000.00  300,000.00

The Royal Cank of Canada 4 .670,000.00 264,104.28 358,065.00 - - 622,169.28 47,836;72 ‘
The Bank of Nowa Scotia 1 150,000.00 - 83,534.33 - 83,534.33 66,465.67

TOTALS ' 218 | 13,66%,101.25 4,837,695.47 4,005,489.95 g,907,§48.2311,751,133.65 1,917,967.605?

A 30 ) 988g ‘D 3Iq¥
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Financial Position

1. Capital. The paid-up capital of the BCRD amor __ . _ _ —q—
valent of US$700,000. It is represented by certificates issued by
by the BCRD in the name of the Dominican Republic and deposited with
its Treasury Department, purguant to Article 6 of Law 6142. The
capital can be incressed by resolution of the Honetary Beard. -

2. Assets, linbilities and reserves., The following are the condensed
financial statemcnts as of December 31, 1966, 1967 and 1968:

(Equivalents in thousandn of US$) 1/

Asgsets 19456 1967 1350

$ % § 3 $ Z

Gold and deponifu,
foreign currency 52,205 22,1 41,255 17.6 414,875 17.3
Participationa in

international .
agencies 24,935 10.5 27,166 11.7 29,398 11.4
Advances and re-
discounts 60,177  25.6 31,788 13.7 41,315 16.0
Investments 70,544  30.1 120,805 51.7 127,375 49.0
Other assets 27,761 _11.7 12,385 5.3 16,474 6.3
Total 235,622 100.0 233,359 100,0 259,437 100.0
Liabilities
Monetary issuc 106,597 45.3 113,776 48.7 132,392 52,9 -
Special accounts and
depogits and obli-
gations in Dominicen
currency 66,670 28,2 = 62,283 26.7 66,268 25,5
Foreign exchange
obligations 48,809 20.8 40,850 17.6 33,850 13.1
Net worth cccounts 2/ 13,546 5.7 16,450 7.0 21,227 8.5
Total 235,122  100,0 231,299 100.0 259,437 100.0

1/ US$1.00 = np$1.00
2/ 1Iupcludes the equivalont of U3%300,000 naa’gned to tho PIDZ for cﬁch

of thn thren wacrn,

* UNCLASSIFILD
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There has been a notubln increase in not worth nccountn. as the
following table showo!

(Equivaleuts in thousands ofoSS)

Account 1966 1967 1968
Reserve of Securitics Re- 1,792 1,792 . 1,340
gulation Fund
- FIDE 300 300 300
Capital 700 : 700 700
General Resmerve 6,486 6,486 4,178
‘Reserve for Increase in :
Capital 491 : 491 1,423
Othor assoet Accounts(interest
receiveble, surplus,ete) 3,717 6,721 13,986
' Total 13,546 161690 21,927
Coefficient 100 122 : 162

3. Income and exnenditure account., The Income ond E“bcnditurc
Accounts for tho Viceal years ended Decembar 31, 1966, 1967 and 1968
are as follows:

Operatine Incone 1/ - 1966 1967 "~ 1968

Intcreast and dincounts
ecarncd 3,519 2,708 1,839
Commisanion 96 89 99
Other income - 437 436 2/
Income of previous ycars 6 4 1,611
3,021 3,238 3,985
Operatinn Lxpenditure
Interent paid 1,994 1,802 1,496
Contribution to pension
fund 93 104 103
General expengeo 1,155 1,299 l ,464
Expenses of previous years 2 5 . 11
3,264 3,710 3,074
Net surplus for the yenr __ 37 78 911

1/ 76y recodution oo tut conciary wourd adopted on Deccuber 30, 1965, the
‘earnings basnio wan replaced by the reccipts bants in income nccountiug '
from 1966 onwardn.

2/ Includro RD3426,000 repreacnting the difLf~rrane between the fnce walna
of tho necricn of LoLva ioausd pud tha arounte ceteally paid thelr holdcro
wvho tradad them. wrior to thnir mturity dnta. dfnar neme {maaunn.
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Net earnings in figcal 1968 were almost 33 times the 1967 figure.
This is attributable to the action taken by the LCRD during the
gecond half of 1968 to reduce the volume of arrecars on its loan port-
folio. The inspection of the BCRD made Ly the Superintendency of
Banks on June 17, 1468, revealed that overdue obligations of the
Banco de Reserva and the Banco Agricela acceunted for 82% of the
BCRD's total loan portfolio. Since gome of these oblipations had beon
overdue since 1964, the Superintendency recomnended that action be
taken to obtain payment or to necgotiate cheic renewal.

The figure of nct earnings for 1903 of RSSL!,000 results in part
from the inclusion o5 income of that yeo-v of interast collected in
1968 bLut dro in proviens vesrs,  In additico, ottoc income recorded
in 1968 iucludes the sum of RD$426,000 as thz equivalent of 50% of
the profit obtained throvph the withdrvzual ef netes,

The net nonetary vesavves aof tha BORD {ell Jwexn DS40,1 millioa in
1963 to RDS1B.9 willian in 1967, Yha zavcon fv ihat fvom 1963 the
international asscts of the BCRD were stvon;ly cifccted when gold and
exchange obligatiens increased by 502,77 while international assets
increased by only 13.4%, :

The falls in net monetary reserves are traceable in larpe measure
to a policy of expausion carried out by the Trivmvirate between
September 1963 and Auvqust 1964; the Jatter mouth marked the beginning
of a period of adjustment and autarity the sifecte of which ave ptill
being felt. In oddition, in responce {o o cofirarion of delayed
collections that nlunody ancmmted 4o nove : “:50 millien as of
the middle ol 1404, the BCRD made a doairing 10720 midlion againgt
the Internaticnal Honatary Fund with the olricce of bringing them and
keeping then up to date,  The BERD adzo bovrerad US530 million from
foreign commnrcinl bonks and US$G.5 7iillion foon the Stabilization
Fund of the United Stntes Treasury., L/ ‘

Over the srme pevied (i963-1947), the coval crsocg of the BORD ine
creased at an anuual averare rate of 11.25, 1 oaddivion, by a reso-
lution adopted en Janvawy 28, 19067 Cho tleweiacy Poaed established a
aew cash vesoove wogquizeent whideh Deory (b aoount of credit to
importers av wicor-ily thoa ilaweh 1907 Locoi. Gk ovma stipulated that
inereagsea iu ohe o--ociin of tihe annw oo in eny ¢ thelr reoources
avallable [ov locoinsy ment b2 aged Jler oo vo productive gectora or,
altornativeiy, oinog ‘

inad dn othe Dovo oo or oy ihiig was the first
time thoi o o e el peston ot b D orzablished dn tha

i

Dominican i opauh., iS

L/ VRIS ot iarin 3 Garhiacds en dn feptiiling Dominiconn (1957~ =G7)",
CRovnsuety Veear Bater iy Meonad o VaTee o0yt Ay Apedl 1968,
Center [onr foviia 0 iean (ovelony Jteiior,
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The Department of Internationnl Agreementa is responsible for
administering and operating the Fondo de Inversiones para el Desa-
wollo Econdomico (FIDE), and would accordingly assume direct internal
responaibility for the execution of the AID loan.

Department of International Apgreements

By resolution adopted at its meeting of April 7, 1965, the Monetary
Board established a Department of International Agreements to admin-
ister and handle all matters related to existing or future agreements
between the BCRD and international agencies or imstitutions.

The functions of the Department of International Agreements include
the review, from the technjcal, econonic, financial, legal and organi-
zational points oi view, of evaluation studiecs of povojects submitted
by the intermediury institutions, with a view to the selection of
those capable of contributing most effectivelyto the country's econonie
development in accordance with the priority criteria laid down.

The Department of International Agreements congists of a Director,
an Assistant Director and three Technical Livisions: the Project
Analysis Division, the Loan Administration Division, and the Interna-~
tional Financial Relations Division.

These three divisions are provided with 16 professicnals and the
correasponding support and secretarial staff., The present organization
of the Department of International Agreements is sufficient to meet
objectives, The staff is adequate in size, and its technical offiiials
posseso satisfactory academic training and knowledge in the field of
project selection and evaluation.

The Department is at present receiving technical assistance from
the Central American Institute for Industrial Rescarch and Technology
(ICAITI), whose services have been contracted out of the technical
asgistance portion of IDB Loan 54/5F~DR and which is advising and
assisting the Department in: (1) its work of selection, evaluation
and preparation of industrial projects; (2) the training of its per-
sonnel and that of the intcrmediary institutions, and (3) the identi-
fication of investuent opportunities and the evaluation of irdustrial
projects in the private gector for promotion by the Department.

The Dcpartfient has cet up a Cocrdinating Committee composed of the
Director of the Dioartrant sud tha Chiefs of tha Tochnical Divisiona,
with tho trn¥% of rovicdne thna Jona dreranto that are to be gu'igtad
to tha Louu Coacicr aid Co acenviatdiy tia corvenpondlong rectmme..ua=
tiona.

UNCLASSIPIED
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The Loan Comnittee is responsible for defining the conditions of
the loans to be granted and the origin of the funds to be used and
for deciding on the loan applications submitted by the financing in-
termediaries. The Committee consists of the Governor of the BCRD, vno
is ita Chairman, the Manager of the BCRD, and the Director of the
Department of Economic Studiea. The Director of the Department of
International Agreements acts as Secretary of the Committee, with tha
right to speak but not to vote,

The Fondo de Inversjones para el Desarrollo Econdmico (FIDE)

The resources of FIDE are obtained from (4) external borrowings;
(b) contributions made by the BCRD itself, and (c) contributions from
other Dominican sources.

The FIDE was established by means of a resolution passed by the
Monetary Board at its meeting of April 14, 1965, as a fund of indefi-
nite duration. Since it was set up as part oi BCRD, it does not posscas
juridical personality, its own separate capital structure, or legal .
capacity to contract. These attributes are vested in BCRD itself and
are administered by the Department of International Agrcementg, as adai-
nistrator of FIDE. The regulations of FIDE are contained in a resolu-
tion issued by the Monetary Board on January 27, 1966,

The procedures ised by FIDE differ from those that were followed by
the BCRD, before the establishment of the Fund, for the granting of
loans through the national banking system, It is therefore felt that
it would be of interest to include a detailed statement of the purposes
and characteristics of the Fund.

1, Purposes: The purpose of the FIDE is to apply themgources of
which it is composed for promotion of the country's economic
development by stimulating the productive sectors of the national
economy through the promotion and financing of new industrial,
agricultural, mining and transportation enterprises and of other
activitics closely linked to the expanoion of those sectors, cuch
as services to industry and agriculture, handicrafts and small
industry, education, health-znd hotel establighments. These obe
jectives are accomplished through:

&. the promotion of public and private capital investment for
development purposes;

b, the utilizntion of the funds it obtains on the regional ard

internaticvual capital warkets aud the other resources avaiisble
to it for the financing of the country's cconomic developzant;

URCLASSIFIED
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It will be necessary to up date the contract to conform to
the new terms and conditions that would govern the loan now
under consideration. Accordingly, Section III-C (Conditions &
Covenants) provides that prior to the first disbursement the
BCRD shall submit a revised contract.

Furthermore, there is a "Manual of Operations" which sets forth
the rules and procedures to be followed in the administration of
the various resources at the disposal of the FIDE.

Accounting and Audit System: Altilough the accounts of FIDE are

kept scparately from those of the BCRD, there are links with the
BCRD's general accounting system, Manual accounting is used and
is considered satisfactory, since mechanized accounting is not
necessary so long as the FIDE continuesto operate exclusively with
intermediary credit ingtitutions. 7The statistical data relative
to the borrowers is tabulated on IBM machines.

All operations of FIDE are recordad by means of a system of
accounts that permits analytical identification at any stage of
the loan, of the source of itas financing, the amount disburaed,
the interest paid, and so on. This grstem provides sufficient
detail and adequate analytical hreakdown.

Since the regsources of the FIDE form an integral and juridi-
cally inseparable part of the asseta of the LCRD, the internal
auditing is the responsibility of the LGCRD's own Auditing Depart-
ment, which must carry out a semiannuual audit. Furthermore, the
annual financial siatements of both the BCRD and the FIDE are
audited by the Superintendency of Banks, an agency of the Ministry
of Finance, pursuant o powers confcrred by the General Law on Banks.

In order to provide for suitable certification of the accounting
statements of the credit operationa conducted with the proceeda
of the loan now proposed, jt has been spgreed with the authorities
of the BCRD and of the WIDE that these statements shall also be
certified by a firm of independent publi auditors, a local firm
who are asgociates of Peat, Marwick & Mitchell,

Structure and Financial Position: As pcaviouasly stated, the YIDE

does not pogsess juridical personality, and the only reason for
its establishment as an individual uuit in the degirability of

maintaining separate accounts fov the awwr function entrusted *o
the Dapactmont of International Lyreemcovy, vhieh possess charac-
tevintica sl wnes proacadures JifCvni Pooen thoga that existed

prior to the cotabilishment of the LluE,

UNCLASSIFIED
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On April 12, 1965, AID approved Loan 517-L-007 in the amount
of US$5 million for the resources of the FPIDE. The term of the
loan is 40 years, with amortization beginning on November 23,
1976. Interest is at 1% during the grace period and 2.5% during
the amortization period. As of December 31, 1968, US$3.7 million
(74% of the total amount of the loan) had been disbursed.

On April 15, 1965, the IDB approved a line of credit (Loan
54/SF-DR) for the equivalent of US$5 million to form part of
the resources of the FIDE for the making of subloans to small
and medium-sized industry.

By means of a resolution adopted by the Monetary Board at
its meeting of Jaruary 18, 1967, the 2CRD authorized the transfor
of up to US$5 million to the FIDE, in installments that would be
determined by the timctable of execution of the programs to be
financed out of its resources, to enable FIDE to finance private-~
sector projects in fields additional to those gerved by the
regources of the above-umentoned AID and IDB loans, such an health,
education, tourism, services to agricuiture and education, working
capital for small and medium-sized industrial and agricultural
enterprises, ctc.

Condensed Balance Sheets

(Equivalents in thousands of US$)1/

Assets December 31, 1966 2/ December 31, 1967 December 31, 196!
9 % $ % § X

Current 39.3 5.7 237.8 4,2 1,664.3 14,6

Short-term receivables 2.0 0.3 8.9 4/ 0.2 5.5 @/ 0.1

Long~-term receiva-
bles 3/ 643.3 94.0 5,406.4 95.6 9,596.2 5/ 85.3
1,256.0

684.6 100,0 QJGSB;L }oozgﬂ 1 . 1C0.0
Liabilities
Short-term 424.9 62.1 1,020.,7 18.0 1,252.4 11,1
Long-~term 300.0 43,8 4,684.5 82.9 10,009,2 3.9
Deferred 2.0 0.3 - - 4,7 -
Fund balance (42.3) (6.2) (52.1) _(0.9) (10.3) -
684.6 100.0 54653.1 100.0 11,256.0 1.0.0
Rate of exchange: USSI = RDS}

1/

ZZ/ The FIDE beram operations on May 1, 1966,

3/ Long~term receivables are the amounts actually disbursed and outstanding,

4/ As of December 31, 1967 and 1968, short-term receivables include an anount of
US$93 which appears in the balance shects of FIDE under "Other Assets",

3/ Includes the equivalent of U5538,275 for technical eroiotance to be providcd Ly

the Central Azcricen Institute for Industrial Reaearch and Technolaow.
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The above comparative balance sheets show that the total assets
of the FIDE (expressed in their equivalent in dollars) amounted to
US$684.6 in December 1966 (at the end of the first eight months of
operation). These increased to US$5,653.1 in December 1967 (eight
times the 1966 figure) and rose further, to US§11, 256.0 in December
1968, This increase to just over sixtcen times the December 1966
figure in a space of only 24 months reflects vigorous activity in
the loan portfolio of the FIDE. In all three ycars between 85% and
952 of the assets were applied to long-term credit operations autho=-

rized by the FIDE.

Income and Expenditure Statement (Pexiod ending Dacember 31)

Operating Income 1966
Loan interest 630
Interest earned during

grace period -
Commission for late

withdrawal -

Total 630

Operating Expenditure

Interest on AID loan 312
Interest and other charges

on IDB loan 17,055
Inspection and super-

vision (IDB) -

Tebhnical assistance(ICAIT1) -
Administrative expenses 24,899

Promotional expennes 625
Technical assistance
expenses -
Gencral expenses -
Total 32,891

Het sufplus (daficit)
for the year (42,261)

1967 1968
21,973 164,258
118,809 181,422
3,701 _
164,483 = 345,680
11,476 33,274
53,750 103,850
7,500 10,000
- 38,275
64,585 88,570
1,877 4,210
- 291
15,149 25,467
154,337 303,937
(9, 054) (41,743)

TCLASSIFIED
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For the first eight months of operation, ended December 31, 1966,
the income from credit operations was insufficient to cover adminis-
trative expenses, resulting in a loss equivalent to UsS$42,261, However,
the loss for fiscal 1967 was only US$9,854. As a result of the fact
that by the end of 1967 wubloans had reached a sufficient volume so
that the interest due on them would exceed the administrative expenoses
of FIDL, fiscal 1968 showed a net profit of US$41,743 which reduced the
cumulative deficit to only US$10,372, and improved the current financial
position. The projections for the operations under the new program
point to progressively improving net earnings in future years.,

The following salient factors emerge from analysis of operations
to date out of FIDE resources:

&, FIDE's liquidity position may be described as satisfactory;

b. the loan portfolio shows a satisfactory degrec of collectibility
and an absence of repayment arrecars;

Cc. operating expenses represent 1,37 of outstanding loans, which is
a satisfactory ratio;

d. the net losses guffered from the start of operations in May 1966
to December 31, 1967, are normal in amount and are attributable
solely to the low volume of disbursements made to borrowers; and

e. the training obtained through the technical assistance of ICAITI
and the experience acquired have resulted in a subgtantial impro-
vement in capacity to process loan applications, with a total of
78 operations in 1968,

It should be noted that the net profit of RD$41,743 in 1968 would be
eliminated if the BCRD were to decide to charge the 3% annual interest
on its contributions provided for in the January 18, 1967 resolution of
the Monetary Board. This resolution mpecifies that disbursements of
contributions to FIDE out of the BCRD's own resources are subject to
interest equivalent to 3% per annum, computable from the date on which
FIDE actually places the funds. This obligation has not so far been
enforded by the BCRD.

7. Loan portfolio: From the start of its iending operations on May 1,
1966, to December 31, 1968, FIDE approved 200 subloans totaling
the equivaleat of US$13,054,768 1/ out of the resources of the IDB

1/ This figure does not include the coutribution.of the sub-borrowera.
Actually, 209 gubloans for the cquivalent of U5$13,501,990 were
approved, but 9 of these, for the equivalent of US$447,222, wera
canceled,
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and AID loan and the BCRD's own contribution. These figures
signify an annual average of 75 loans totaling the equivalent

of US$4.9 million. The average monthly value of operations

was US$304,437 for the eight moanths of 1966, US$487,739 for the
year 1967 and US$397,200 for the year 1968. The levels thus
achieved during the initial period of operations of just over
two and a half years indicate an effective administrative and
technical capacity of the Department of-International Agreements,

The following indicates size-distribution of the 187 subloans
approved as of July 31, 1968:

(Equivalent in US$)

Number
Size of Loan of loans 4
Up to US$50,000 124 66.3
From US$50,001 to US$100,000 28 15.0
From US$100,001 to US$500,000 35 18.7
Total 187 100,0

General Credit Policy of FIDE: To meet the objectives of FIDE,

the Department of Intcrnational Agreements evaluates the economic
merits of private-sector projects submitted to FIDE for financing
on the basisdf the following criteria: (a) replacement of imports,
and establishment of new sources of foreign exchange earnings;

(b) expannion of the exchange-carning capacity of existing export
lines; (c) expansion of domestic production and improvenent of
productivity, through the establishment of rew lines of production
that use domestic raw materials and intreoduce technological
advances, and (d) the elimination of bottlenccks in the domestic
production of goods and services.

UNCLASSIT'IED
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. . . - ‘.L . - " e Yo :'o
e "7 (in millions of dollars) - , ; A

N ':.: . -' - ' . .'/':".'-.,
S UL 1964 1966 1967 198 1969 -

"‘"—'-".,'. '

Trade balance \ S ‘23,0 -42.9 . -30,9 |\ -40.9 i 46.4 V...
Exports o - 179.4 124.0 143.8 153.4 , 172.6% ..
Imports SN Lot 202,48 -165.9-/ =174.7 ! «194.3 . £219,0 . ; ..

Services S ..+, =65.6  =51,3  =54.1 ; =48.4°1 ~50.6 " . ;"

Transfers gt T 290 1.4 3.0 3.9 4.0

* Current balance i hiess —92.8 -82.0 ;"854 i =93.0: 1 -

. e .

———

Direct investment SRR RN T 12,0 . 15.0 _ 17.0 ' 40.0 )
External assistance A .ol L : e
; direct import financing oy Tuei 18 L1707 . 23.6 1'°23.5 ¢ 25,3 P
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Summary of Central Bank Reserve
Requirements on Commercial Banks

A. Basic Reserve Requirement

Savings and Time Sight Special F/¥ deposits
Required Resc 307 507 100%
B. Incentives Relate. ' jasic Reserve Requirement

1. If 50% of cr-dit to productive sector,gj total required reserve reduced by 5%

2, If 60% of cvedit to productive sector,Q; total required reserve reduced by 107

3. 1If 70% of credit to productive sector,® total required reserve reduced by 15%

4. Up to 45% of required reserves can be held in GODR bonda, but such bonds cannot
equal more than 50% of bank's portfolio.

C. Marginal Reserve Requirements

1. Required reserves for increascs in domestic 1liabilities over level of thege
liabilities on March 3, 19672/ 100% 100% 100%

2, Incentives Related to Marginal Reserve Requirement
(a) A deficiency of up to 85% of the required reserves on an increase in
savings, time and special foreign ex:hange deposit liabilities over the
March 3, 1967 level may be incurred if the deficiency 1s invested in
following manner: .

(1) 1in a special current account in the Central Dank which pays 2%

interest 207

(2) credit to the productive sector 457
(3) credit to commercial sector 207
Total ' 85%

(b) A deficiency of up to 75% of the required reserves on sight and other
obligations (other than those in (a) above) over the March 3, 1967 level
may be incurred if the deficiency is invested in the following manncr:

(1) in a special current account in the Central Bank which pays 2%

interest 557

(2) credit to the productive sector 20%

... Total 157
Unified

D. Alternative/Required Reserve Systems

Commercial banks may apply a single required reserve syatem to all their liabilitics
as follows!

(a) on savinpa, time and ospecial depoosits!
157 In cash In vaulew or deposlted in the Cencral Bank
107 in the opeclal current account in the Ccutral Bank which pays 2%
25% Subtotal '

MICTASSTITRED
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35% in credit of more than one year to the productive sector
20X other credit of up to one year or payable on demand to the
- productive gector

554 Subtotal

207% in credit to the commercial sector
100% Total

(b) on sight and other direct liabilities:

~ 25% 1in cash in vawl) ' ; or in the Central Bank :
157 in the speclai current account in the Central Bank that pays 2% iuterest
40% Subtotal (icquired reserves) - :
207% 1in cred*cs of over one year to the productive sector
20% in other credits of up to one year or payable on demand to the
——_ productive sector
407 Subtotal

_20% 1n credit to the commercial sector

100% Total ‘

(c) A surplus in the Central Bank special current account will cover any
deficiency in any investment category,

A surplus of credit of more than onc year to the productive sector will
cover any deficiency in other investment categories except in the
Central Bank special current account,:’

A surplus of credit of up to one year (or payable on demand) to the
productive sector will cover a deficiency in credit to the commercial
sector,

Any foreign exchange liabilicy (covering commercial arrears and letters of credit)
711l have a 100% resecrve requirement., :

i/ The productive nector ig defined as agriculture, cattle raising, fishing, forcutry
reekeeping, birdkeeping, manufacturing, construction, wining, exports, the
Jominican Government., The accounts of the

+/ Contingent operationo aet forth in Group 61 of the Catalogue of Accounts and
iccounts set forth in Hote 1 of the Firot Resolution of the Honetary Board on
lanuary 18, 1967. Thene accounts are lioted In the Annex to this paper.
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FRIVATE SECTOR PROJECTS
TO BE FINANCED
WITH FIIE RESOURCES

Submitted by: The Cr.r.'rnl Runk of the Dominican nepu'blic'

May 1L, 1969
Santo Domingo, D.R.
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Dopartamento da Convenics Internseioraleg
FOSDO DX INVERSIONES PARA LL DESARMOLLG ICoNOMICO
(FIDE)

PROYECTOS D7, S7CTOR_PRIVADO QUL _arpAN PITAICIADOS
CON_ R URSQS DI, Win: PAPA L1, ANO 13 CUR30 Y PRIICTR
SLUN3TRE DEL Aflo 1970

PR TPt e Paop oy

ﬁbnto roEEi'““EEaco‘rBEEI”'

& pregtar - da lon Fuentea de f£i«
Detalle . POX ol INN  Prosanton rovainndents

Proyectos en eatudio ~n 6l Doe
“partacaento da Conwvendos Inter
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BANCO CENTRAL DE LA REPUBLICA DOMINICARA
Departamonto de Convenios Intomacionales
FQIDO DE INVERSIONES PARA EL DESARROLLO ECONOMICO

ESTUDIOS DR PREFACTIBILIDAD PREPARADOS POR EL INSe

(FIDE)

ZITUTO CENTRO AMERICAIO DE JUVESTIGACION Y TEQUO =

IA_INDUSTRIAL (ICAITI) PUESIO A DISFOSICIC:I DR

INVERSIONISTAS DEL SECTOR CRIVADO
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%r DRI XY e
Monto dal Costo o~ Poaiblea Fuzne
Préatano g tal da ca - tes do Finan =
Detalla colicitar da proyecto ciamiento
Lesvadura para hornoar 162,274.50 324,549.00 AID o BID
8opas Vegetalos e¢nlae
tadas 233,250.00 506,500.00 AID ¢ BID
lgvadura t6rula 354,207.00 703,574.00 AID o BID
Glutamato Monoebdico 879,327.50 3,758,655.00 AID o BID
Aveuna Pracocida 173, 200.00 346,400.00 AID o BID
8alea Mayonoaa 30,796.50 61,593.00 AID o DXD
§3,053,135.50 43,705, 272,00
45 et by Y Tty i 4 7 CRITLM S TTIRATI (IS
FAV/xrecb
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BANCO CINTRAL DX LA REPUDLICA DOMINICARA
Dopartamonto (a Convenios® Intcrnacionales
FONDO DE IMNVEUSICUES PAPA [, DESARROLLO ZCOLOMICD
(Z1D1)

PROYFCTOS I TOTZR D7 173 THSTITUCICI™S JNTETM=
PIARIAS QU € 10 NG o Alon Ak Tild,

Wﬂmmm.mmmwmmmm
touto <aj Ccoto Loal Fosiblo Lusaes
Préatezo a da czda pzn da
Aetividnand Loalicicr? ook - TMoamaienier-em
Articulos para la cocowiruseifa .
(bloques da azciiia) 600,000 3,240,174 AID y DID
Producteo Lictond 3,600,800 4,053,800 ADD y LD
Muablog Escolared y Doniaoticos 309,020 820,416 AID y DID
Texrtiliranton (laslcrnldellztpas
=jaro) 700, 600 2,400,030 AID y LID
Confeccirnas 25,000 50,000 AID y 1D
Hatories prximen plenicd potsucha v
«~do 40,600 100,600 AID y LG
Produccibn alabree da erdfilcds 193,060 900, 050 AID y DID
Bfectos dal homap 49,5009 10,000 Alb ¥ DID
Educacicnal 23,020 40,039 EC
Pagteurizseitn ¥ homocsudosedda da
~lacha 325,000 271,550 ADD o 3D
Clinica r2dfca 7,170 179, 169 A y I3
Confccediln €n candens § pentas ‘
®lcnsa 80,020 172,417 AD oI
TOZALLD $3,200070 M ach B
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BANCO CINTBAL DZ LA RETUALICA GOMITIICANA
Departamanto de Convonfos Intornze{onales
FONDO DB INVERSICAES PARA KL DZSARROLLO ECCROMICO
(vipE)

PROTECTOS F'1 TODIR_ DT, _S7CTOR PRIVADO £ STOAN FX=

‘ HANCIALCS €O vLCULSOI DEL  #1DE
memmrm‘h_mdm-mw R e e s
Loato dol Cooto Xotol Pooiblea Pecn
Préotewn a ¢a cada Ity teo da Pirone

Detallo £olicitne yoctn cicnmientn
Tratamiento do mataleg 800,000 2,000,000 AID o BID
Confeccionas reon Antorie®, ¢wafzd,et0. 109, a0 225,020 AlD ¢ BID
Bmpresa de eorvicios , 25,000 50,000 "A1D o BY
S.lubridad (aplicedGa) 100,030 260,¢00 LID o DT
Educacional 50,029 269, 0G0 20
Elaboracton icorag, LIRS 30,000 0o, 000 AIDy 03D
Educacional 50, 024 120,639 Lc
Educacf{onal 30,053 150,620 2C
Cuxtorara 200,052 200,000 AXD o BID
Producton o lintontcs 76,050 170,000 AID o RID
Granju reproivoicin & poilcy 183, 202 273,000 AID o Q
Balubridad 35,000 70,000 ALD y I
8.1ubridad 80,0C0 160,000 AID y 5GC
Industrlalicaciindal anryo 300,600 2,00, 000 AID o BID
Productos modicinaies v caictises 150,¢C0 300,000 A1D © nId
Productos farmsciusicens 838,609 170, 0cn AID o BID
Convercidora €7 cziila 8,200,600 2, 300,000 AID o BID
Productos quimicss v wivaces piiogierns 18,000 37,000 AID o DID
liotel turisco 80,000 175, ¢t AID o PO
Hotal ariguo _ 150,020 325,000 AID o ¢
Yobrica do gapatos 80,002 160,CCo &I2 0 BID
Cllndca iidica S0,000 110,000 2Dy I3
Fibrica da pavatea a efzltors 250, (0! 300, C00 ALD y oI
Contyed willens 400,003 R,C00,000 QXD Y LD
Verius Imnoles vama trodnss _ 250,€C0 <30,030 L2i0y Lo
Tngreess da awvicios b e R N s ) &)oL

262430 8 {254,752 10, PN el
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LOAN PROJECTS SUBMITTED

'TO _PROJECT COMMITTEE

AS ELIGIDLE FOR FIDE FINANCING
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DIRTCCION CABLEGRAFICA: BANPODON!

POSIBLYES PROYECTOS CUYOS ESTUDIOS SE ESTAN PREPARANDO Y QUE
SON SUCEPTIBLES DE FINANCIARSE CON RECURSOS DEL " F IDE™",

Te=
2,
Sem
b
Se=
6em
Tees

8.~

Q¢
10,-
1lle=
12,-
134~
14,
15.m
164=
174~
184~
19.-
204
2Ly~

22.-

BANCO POPULAR
DOMINICANO
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TIPO DE EMPRESA

Procesamiento de Minerales (Cobre)
Embalaje (T.A.)

Salubridad (A.G,)

Produccibn ladrillos (A, D.)
Educacibn (C,M,)

Produccibén jabbn bajio (I.J,)

Elaboracibn piezns metales para induse

tria edificios profabricados, etc. (I.h,) "
Produccidn Lictwos (N, CxA) "
Industrializacién Tomate (I,P,) (Santiago)
Educaci®n (C, S.) (Sto, Dgo)
Cartonera (C, C,) (Santiago)
Produccién de baterias (Sto. Dgo)
Productora de huevos fériiles (Avicola) "
Hotel de Rio San Juan ( Nagua )
Salubridad (Inst. Clfnica) (Dr. A.) (Sto. Dgo)
Produccidn Silicato de Sodio (Sto. Dgo)
Hotel en Villas del Mar (V, M,) (San Pedro Macorfs)
Porfiles de aluminio (A, D.) (Sto. Dgo)
Produccibn de plisticos (L. C,) " (Santiago)

Centro M&dico (C.C.)
Utonoilios para el hogar (M,U,)
Educacién (L.P.)

/
Qg;;;;ffchg;//

BANTO DOMINGO, D. N,,
6 DE JUNIO, 1969,

'L

(Stoo Dgﬂn )
"

TOTALES.. 4. of0} )0

miommn

MONTO DEL
=PROYECTO

{G.DuCs) (Sto. Dgo)1,800,000,00

50,000,00
200 ,000,00

1,000,000, 0G0

269 ,000,00
100,000,00

1,000,000, 00
4,000,000, 00

200,000,00
142,000,00
250,000,00
162,000,00
340,000,00
150,000,00
100, %0, 00
50,000, 00
420,000,00
754,441 ,00
250,000,00
700,000,00
101,,000,00

h2,600,00

TOTAL DEL

~PRESTANO

900,000,00
25,000,00
100,000,00

. 500,000,00

50,000,00
50,C30,00

500,000,00
400,000,00
100,000,00
50,000,00
100,000,C0
70,000, 00
186,262.50
75,0C0,00
50,000,00
25,000,00
150,000,00
500,000,00
125,000,00
350,000,090
49,900,00
21,300,00Q

m901m921199~ﬂf322A552352
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Banco de Reservas de la Republica Dominicana

Fondo de Inversiones para el Desarrollo Econdmico

Préstamos aprobau'os no conlratados por BRRD

Educacién
Salubridad

Turismo

Préstamos bajo estudio Banco Central

Industria
Salubridad
Turismo

Préstamo bajo estudio BRRD

Industria
Salubridad

Anteproyectos bajo estudio

Salubridad
Turismo
Industria

Total general

31 de mayo de 1969,

UNCLASSIITED

" RD$ 113,755.47
72,576.57
33,552.87

RDS 219, 884.91

RD$ 948,784.84
15,453.33
10,000.00

RDS 974,238.17

RD$ 330,000.00
~ 263,905.61
RD% 593,905,381

RD$ 615,000.00
500, 000.00
173,000.00

RD$1, 288, 000.00

RD%3,076,028.69
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COMPANIA FINANCIERA DOMONICANA, S. A.

REIACION DE IAS POSIBILIDADES DE FENANCIAMIENTO
PARA LOS PROXIMOS SEIS (6) MESES

A) PROYECTOS EN ESTUDIO

Actividad Monto del Préstamo
1.~ Eatrucciédn Aluminio $500, 000,00
2,- Pldsticos 250, 000,00
3.~ Fabricacién de Jersey 50, 000.00
4.- Ensamblaje Vehiculos 20, 000.00
4.~ Hotel Turismo 100, 000.00

$920, 000.00

B) CONVERSACIONES PRELIMINARES

l.- Acondicionamiento Tabaco 250, 000.00
2.~ Alimento para Animales 500, 000.00
3.~ Convertidora de Caridn 500, 000.00

$1,250,000.00

C) EN _ETAPA DE PROMOCION

1.~ Cemento , (indeterminado )
2.~ Textiles ( " )
TOTAL (A+B) $2,170, 000.00

Junio 6, 1969
CR/cf
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PROJECTY UNDER STUDY FOR FIDE FINANCING ,» Y0E °

Intermediary Amount
Chase Manhattan Bank $1,500,000
First National City Bank of New York 300,000
Royal Bank of Canada 400,000
Bank of Nova Scotia 300,000
Banco Agricola 200,000
Bank of America 400,000

$3,100,000
June 5, 1969
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F.I.D.E.
Source and Application of Funds
(000 omitted)

jources © 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978
01d Loans
A.I.D. 517-L-007 ., 600 - - - - - - - - -
I.D.B. 54/SF-DR 1,800 ~- : - - - - - - - -
2anceo Central 1,400 - - - - - - - - -
Naw Leans - - - - - - - - - -
A.1.D. - 2,700 2,700 2,600 - - - - - -
1.D.B. - 2,250 2,250 2,500 - - - - - -
Eanco Central 1,000 1,500 1,500 1,800 - - - - - : -
Recoveries 1,600 2,217 3,568 5,103 6,823 8,318 7,898 8,551 8,486 8,293
Interest Received 500 748 1,000 1,240 1,360 1,340 1,320 1,300 1,280 1,270
Decrease in Cash 854 120 - - 480 - 432 - : 546 10
TOTAL 7,754 9.535 11,018 12,443 8,663 9,658 9,650 9,851 10,312 9,573
Apnlicatiors
lczns Granted 7,400 8,817 9,568 11,103 6,823 7,318 7,898 7,551 8,486 7,793
izz2rest & Cormitment Fee
4.I1.D, 517-1-007 1% &7 50 50 50 50 50 50 50 48 46
A.I.D. llew 2Z - 27 81 134 160 160 160 160 160 160
7.D.B. 3%/SFT-DR 4% 164 200 182 154 146 128 110 92 74 56
ID3 pew interest 4Z% - 45 135 230 268 242 216 190 164 138
IT3 new Ccmm. ree 337 18 44 27 9 - - - - - -
A-ostization .
I.D.B. 54/8F-DR - 221 455 455 455 455 455 455 455 455
I.D.B. liew - - - - 636 636 636 636 636 636
A.I.D. 517-L-007 - - - - - - - 82 164 164
Operating Expense 125 125 125 125 125 125 125 125 125 125
Increase in Cash - - 395 173 - 544 - 510 - -
TOT. L -.7.754 9,535 11,018 12,443 8,663 9,658 9,650 9,851 10,312 9,573
Yearly Profit 146 257 390 528 611 635 659 683 709 745
(intercst received
lesg i--2rest lost and

TAHHT, TNV
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Assets

Cash
Loans

Total Assets

Liabilities & Capital

Current Liabilities

Long Term Dett
‘A.I.D.

I.D.B.

Banco Central

Total Liabilities

QILITSSVIONI

Accuaulated Earaings

" TOTAL

F.I.D.E.
Balzace Sheets

Projected as of December 31,-
(000 onmitted)

1569 1970 1971 1972 1973 1974 1975 1976 1977 1978
836 716 1,111 1,284 804 1,348 916 1,426 880 870
15,400 22,000 28,000 34,000 34,000 33,000 33,000 32,000 32,000 31,500
16,236 22,716 29,111 35,284 34,804 34,348 33,916 33,426 32,880 32,370
100 100 100 100 100 100 100 100 100 100
5,000 7,700 10,400 13,000 13,000 13,000 13,000 12,918 12,754 12,590
5,000 7,023 8,818 10,853 9,772 8,681 7,590 6,499 5,408 4,317
6,000 7,500 §,C00 10,000 10,000 10,000 10,000 10,000 10,000 10,C00
16,100 22,323 28,318 33,563 32,872 31,781 30,650 29,5i7 28,262 27,C07
136 393 793 1,321 1,932 2,567 3,226 3,909 4,618 5,363
16,236 22,716 29,111 35,284 34,804 34,348 33,916 33,426 32,880 32,370

26 3o g4 o%ud ‘II XNV
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(trust agreement)

CONTRACT OF ADMINISTRATION
BETWEEN
THE GOVERNMENT OF THE DOMINICAN REPUBLIC
AND
THE CENTRAL BANK OF THE DOMINICAN REPUBLIC

ARTICLE 1. Parties and Terms

This contract sets forth the provisions under which the Central
Bank of the Dominican Republic will administer a fund initially of U.S.
$5,000,000 (five million dollars) from an AID loan to the Government of the
Dominican Republic for the purposc of establishing an Investment Fund for
Economic Development, hereinafter referred to as 'the Fund'.

ARTICLE 2. Purpose

The purpose of thig contract shall be to establish a Fund which
will make needed funds available tn the private sector of the economy for
financing investments which implement economic development policies of the
Dominican Republic, within the following priorities. :

ARTICLE 3. Priorities

The Central Bank shall direct the resources of the Fund to the
financing of projects designed to increase production in agriculture,
industry, mining and transportation services in accordance with the following
order of Friorities: '

a) Diversification and promotion of exports: Investments which
tend to provide new gources of foreign exchange or increase
the foreign exchange earning potential of current export
activities; '

b) Elimination ¢f€ bottlenecks: Investments which tend to elime
inate .shortay s in domestic production of goods and services
necegsary to achieve the objective stated in paragraph a);
and

c) Import subgstitution:- The Central Bank shall consider- the
kinds -of goods tu be produced, the net impact on the balance
of payments. and the time it will take for the impact to be
felt. ' '

UNCLASSIFIED
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ARTICLE 4. Changes in Priorities Exhibit J, Page 2 of 10

Changes regarding the activities to be financed or the order of
priorities can only be effected if recommended by the Central Bank and ap-
proved by the National Economic Council as in keeping with the general e-
conomy development policy of the country.

ARTICLE 5. Eligible Investments

The resources. of the Fund shall be used principally for the
purchase of capital goods (local or foreign equipment or machinery), for
censtruction, assembly and installations necessary to initiate a productive
process of economic value and for payment of necessary technical studies
for adequate preparation of the investment project. These funds may also
be used for requirements of working capital, according to exceptional needs
demonstrated in a complete financing plan and with the prior approval of
the Agency for International Development.

Furthermore, no part of the resources of the Fund may be used
to substitute other available funds.

ARTICLE 6. Intermediaries

The use of the resources of the Fund shall be ‘carried out
through commercial banks and development financial institutions, which at
the present time are the following: '

El Banco Agricola de la Repiiblica Dominicana;
The Chase Manhattan Bank;

El Banco de Créditos y Ahorros;

The First National City Bank of New York

El Banco Popular Dominicano;

"El Banco de Reservas;

‘The Royal Bank of Canada;

The Bank of Nova Scotia;

La Corporacién de Fomento Industrial
Compaiiia Financiera Dominicana'S. A.

These hereinafter shall be called "intermediaries". Similar public or

private institutions which may be created in the future shall be eligible
to act as intermediaries.

UNCLASSIFIED
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UNCLASSIFIED

ARTICLE 7. Final Borrowers

The final borrowers of tlie resources of the Fund must be private
persons or corporations established according 'to the laws of the Dominican
Republic. The resources of the Fund shall not be loaned to corporations in
which the Dominican Gevernment or any other public institution may have
direct or indirect control.

ARTICLE 8. Limits of Loans

a) The minimum sum for loans from this Fund shall be DR$10 000
and the maximum DR$500,000.

b) Normally, the loan shall not represent more than 50% of the
total cost of the project. 1In case any loan application is
presented for more than 507 of the total cost of the project,
The Central Bank shall communicate this to the Agency for
International Development for the approval or not of the
additional percentage.

ARTICLE 9. Review and Approval of the Applications for Loans

All applications for loans from the Tund shall be submitted by
the intermediaries to the Central Bank which shall notify, with a summary
of the project, the General Secretary of the National Board of Planning
and Coordination, in his capacity as the Secretary of the MNational Economic
Council, who shall issue a certificate att~sting receipt, indicating the
date of same and specifying the applications received. Immediately following
this the Central Bank shall study and review the loan applications.

If within 10 working days after having referred a loan applica-
tion to the National Economic Council, the Governor of the Central Bank has
not received any communications from said Council objecting to the same,
‘the Central Bank shall proceed according to the result of the evaluation of
the project to approve it or not.

If any member of the National Lconomic Council expressly and
officially makes an observation on a loan application during the 10 working
days above mentioned, the Central Bank shall not take any final action on
said application unLll the member or members of the Council have indicated
formally that their questions have been clarifiad. llowever, if within 10
working days after having lad answered an observction the National Economic
Council makes nn objections to the appllcatlon, ‘the Central .Bank shall act
in accordance with the result of the evaluation of tha pLogecL.

UNCLASSIFIED
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ARTICLE 10. Functions of the Central Bank Exhibit J, Page 4 of 10

In the administration of the resources of the Fund, the Central
. Bank shall have the follcwing powers and duties:

a) To publicize the Fund among intermediaries and potential
‘borrowers;

b) To review loan applications in the manner set forth in this
contract and to make available funds under this contract to
the intermediaries after the applications have been approved;

c) To verify that the use of funds under this contract by the
borrower is in accordance with the authorized purposes, and
to follow the general progress of the borrowers;

d) To report periodically on the operation and progress of this
contract of administration;

e) To determine whether the final borrower has additional re-
sources apart from the sum required from the Fund to complete
the project;

£) To make payments of interest and fees to any external source
which may furnish funds under this contract;

g) To establish a separate department to administer this contract.

ARTICLE 11. Provision of Funds

The Central Bank shall make resources of the Fund available to
the intermediaries for the loans approved. The funds so .transferred shall
be denominated only in Dominican gold pesos. The.foreign exchange component
of the loan shall be provided by the Central Bank upon submission of  appro-
priate documentation by the intermediary.

ARTICLE 12. Repayment Period

. The intermediaries shall fix the texms of. the. approved loans
on the.basis of the cconomic recovery period of the investment. In any casge,
the term shall not be less than three (3) noz more than twelve (12) years
including any grace period. :

UNCLASSIFIED
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ARTICLE 13, Rates of Interest

a) The rate of interest to be paid by the intermediaries for
"the use of resources of the Fund May be varied by the
Central Bank, taking into consideration the cost of ex-
ternal financing and the prevailing economic conditions.
This charge shall be ‘used to cover expenses of the De!art-
ment mentioned in letter g) of Article 10 of this coutract;

b) On approved loans, the intermediﬁries may charge to final
borrowers the following annual rates of .interest;

Up to nine per cent (9%) or loans with a maximum term of
eight (8) years.

Up to ten per cent (10%) for loans in excess of eight (8)
years.

When the prevailing economic conditions in the Dominican
Republic require it and when permissible under Dominican law, the. rates of
interest may be varied by the Central Bank in consultation with the inter=-
mediaries and the Agency for International Development.

ARTICLE 14. Late Disbursement Surcharge

In the event that a final borrower draws down resources of the
Fund at a date or dates later than the one set. forth in the disbursement
plan submitted with the applicatinn, he will be assigned a surcharge of one
per cent (1%) per annum nn the belatediy drawn amount, which surcharge shall
be collected by the intermediary and remitted to.the Central Bank . In appro=
priate circumstances, the Central Bank may waive the payment of the late dis~-
bursement surcharge.

ARTICLE 15. Loan Agreements

For each approved credit, the intermediaries shall make loan
agreements with the final borrowers which shall be in accordance with the
models previously approved by the Central Bank and shall deliver to the
Central Bank one (1) authenticated copy of each executed loan agreement.
Any substantial modification of the terms or conditions of said loan agree-
ments shall be subject to the approval of the Central Bank.

UNCLASSIFIED



ARTICLE 16.

UNCLASSIFIED

Ammex IT, Page 48 of 52
Exhibit J, Page 6 of 10

Functions and Obligations of the Intermediaries

a) To inform the private sector about the availability of the
resources of the Fund;

b)To promote investment plans beneficial to the country;

c) To evaluate invesqment,applications and projects, in terms
of national desirability and not merely commercial criteria
with regard to the technical, economic and financial aspects
involved;

d) To appraise applications for credit so that the resources will
not be used in projects-which could be financed with the . ap=«
Plicant's own resources;

e) To handle applications for use of resources of the Fund in
accordance with the procedures established hereunder;

f) To furnish the guarantees required by the Central Bank to
assure satisfactory repayment of the loan and the fulfill-
ment of each and every cbligation forming part of thig credit
system;

'8) To provide to the final borr. .er resources of the Fund cor-

responding to the loan grar' *d, in the form previously est-
ablished by the Central Bar’;

h) To supervise the correct e.oloyment of the resources of the
Fund by the final borrower and the general progress of the
financed undertaking without prejudice to any inspection to
be carried out by the Central Bank;

i) To rebort periodically to the Central BAnk on the development
of the projects financed;. and '

j) To supply to the Central Bank any additional information it
may require, ‘

UNCLASSIFIED
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ARTICLE 17. Information Required for Loans of Up to DR$100,000

For any request not excecding the amount of DR$100,000 (one
hundred thousand Dominican Gold Pesos), the intermediaries shall require
from the applicante the following:

a)

b)

c)

d)

£)

g)

h)

Name, address and activities of the enterprise as well ae
the background and the industrial or agricultural experience
of the owners, or of the directors and managers if it is &
juridical person;

Amount of the requested loan and form of disbursement and
amortization; :

General nature of the project to be financed and specific
aims of the loan;

If any loan has becn previously granted to the applicant
from funds covered by this contract, an indication of the
current status of .such indebtcdness;

Total investment required to carry out the project and the
sources thercof, including working capital}

In the case of established enterprises, consolidated finan-
cial statements, including profit and loss statements, for
the last three fiscal years. In the case of new enterprises,
an authenticated copy of the organization statutes, if it is
a juridical person, or a sworn statemcnt of assets, if it is
a natural person.

A disbursement schedule setting forth the date or dates on
which' funds under this contract shall be withdrawnj and

Any additional information considered necessary by the
Central Bank. :

UNCLASSIFIED
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ARTICLE 18. Information Required for Loans in Excess of DR$100,000

For any credit request in an amount exceeding RD$100,000
(one hundred thousand Dominican Gold Pesos), the intermediaries shall
require from the final borrowers the folluwing information:

a)

b)

c)

d)

e)

£)

g)

h)

Name, address and activities of the enterprise as well
as the background and the industrial or agricultural
experience of the owners, or of the directors and mana-
gers if it is a juridical person;

Amount of thz requested loan and form of disbursement
and amortization;

General nature of the project, its advrntages for the
economic development of the Dominican Republic and its
technical, economic and financial feasibility, as well
as the specific aims of the loan;

If any loan has been previously granted to the applicant
from funds covered by this contract, an indication of
the current status of such indebtedness;

Total investment required to carrcy out this project and
the sources thereof, including working capital, speci-
fying the amounts and terus of other contemplated loans;

Operational schedule to be developed, including the
following:

i) Kind and amount of poods or services to be produced:

ii) Potential markets and esiimates of the possible
volume of sales (indicating basis for estimate);

iii) Type of raw materials and souxces of supply;

iv) Available means of transportsion and other neces-
sary services; aund

v) Plans for administration.

In the case of established enterprises, conaolidated
financial statements, including profit and loss state-
ments, for the last three {iscal years, as well as

the details of scame. In the case of new enterprises,
an nuthenticated copy of the organization statutes if
it is a juridical person, or & oworn statement of ansets
if it is a natural pergon;

Te:hnolopical studies and othar nvecessary information
for deoternining the feasibillity of the project;

UNCLASSTIFYED
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Exhibit J, Page 9 of 10

i) A disbursement schedule indicating the date o dates
on which funds covered by this contract will be with-
‘drawn; and

j) Any other information considered necessary by the Central
Bank.

ARTICLE 19, Conditions of loans

For every credit granted with the resourceg of ¢th2 Fund,
the final borrower must agree explicitly with the intermediaries as
follows:

a) To carry out and execute the project wi*h the proper
attention and efficacy, according to efficient financial
and technical standards, and to that end the final
borrower shall keep all necessary records;

b) To assume the obligation that the goods and services
financed from the resources of the Pund will be used
exclusively for the implementation of the respective
project;

¢) To permit examination by the Central Bank and the inter-
mediaries financing the credit of the equipment, sites
and buildings included in the pwject, as well asthe
different operations, records and documents relative
to said project;

d) To provide all the information relative to the develop~-
ment of the project,to its operation and to its finan-
cial status;

e) To report to the intermediary and to the Central Bank,
before it is carried out, any modification intended to
be introduced into the investment plan.

ARTICLE 20, Documentation for Disbursements

Any disbursement made by the final borrower with funds covered
by this contract must be supported by certificates and documents signed
by the supplier or on his behalf, attesting the truthfulness of the
payment made. Goods or services for which the aforemeutioned docurents
are not secured shall not be eligible for financing nunder this contract,
except in the case of minor services of goods, documentation for which
would be difficult to secure because of theirrature, as the Central Bank
may decide.

URCLASSIFIED
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ARTICLE 21. Amendments Exhibit J, Pege 10 of 10

, Modifications to this contract may be made on the initiative
of the Central Bank with the prior approval of the National Economic
Council.

ARTICLE 22. Annulment of the Contract

At any time, the Dominican Government, for reasons of great
national necessity, way annul this contract of administration with the
axpress consent of the Agency for International Development,

UNCLASSIFIED
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June 20, 1969

AID 1240-2 (1-69)

CHECKLIST OF STATUTORY CRITERIA

(Alliance for Progress)
In the right-hand margin, for euch item write answer, or, as appropriate,
a summary of required discussion. As necessary, reference the section(s)
of the Capital Assistance Paper, or other clearly identificd and available
document, in which the matter is further discussed. This form may be made
a part of the Capital Assistance Paper.
The following abbreviations are used:

FAA -~ Foreign Assistance Act of 1961, as amended bv the Foreign Assistance
Act of 1968,

App. - Foreign Assistance and Related Agencies Appropriations Act, 1969.

COUNTRY PERFORMANCE

Progress Towards Cowntry Goals

1, FAA 8.208; £.251(b).

A. Deserthe extent to whioch

country is:
(1) Making appropriate efforts (1) The Dominicaa Republic at
to inerease food production the present time is making a -
and improve mears for food strong effort to increase food
storage and distribution, production and with AID assist-—
' ance 1is constructing new food
storage facilities which will
also help to speed distribution.
(2) Creating a favorable climate (2) The Dominican Republic has
for foreign and domestio private taken numerous steps to improve
enterprige and investmant. its climate for private invest-

ment as evidenced by its partic-
ipation in the A.I.D. investment
guaranty program and the passage
of an Industrial Incentive Law,
glbeit the latter is weak.

UNCLASSIFIED
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(3) Inorcasing the public's
role in the developmental
_process.

(4) (a) Allooating available
budgetary resourcea to
development.

(b) Divertirg such

resources for unnecessary
military expenditure (See

also Item No, 18.) ard

intervention in affairs of
other free and independent

ANNEX III, Page 2 of 19

(3) The Dominican Republic has
offered Govermment held shares
of State owned industries to
private land owners for land
to be used in che land reform
program. Encourages private
investment.

(4) (a) The Dominican Republic
allocates available 'budgetary
resources to development.

(b) No.

nattons. (See also Item No. 17,)

(5) Willing to ocontribute funds t0 (5) The Dominican Republic

the project or program,

will contribute 5 million
pesos to the project (RD $1.00=
U.s.$ 1.00).
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B-

(6) Making ecoromic, social,

and political reforme such as

tax collection improvementa and
changes in land tenure arrarngements,
and making progress toward respect
for the rule of law, freedom of
expression and of the press, and
recognizing tne importance of
tndividual jreedom, initiative,

and private enterprige.

(7) Adhering to the pﬁnciples of
the Act of Bogota and Charter of
Punta del Este.

(8) Attempting to repatricte capital
invested in other countries by its
own citizens.

(9) Otherwise respornding to the vital

economic, political, and social

concerns of its people, and demonsirating
a clear determination to take efrective

self-help measures.

Are above factors takem into account in
the furnishing of the subject assistance?

UNCLASSIFIED

UNCLASSIFIED
ANNEX III, Page 3 of 19

(6) The Dominican Republic
permits frée political ex~
pression; tax collection
methods are improved and
revenues are up; a land re~
form program is in effect
and the Dominican Republic
complies with the other
criteria of question 6.

(7) The Dominican Republic
adberes to the principles
of the Act of Bogotd and

" the charter of Punta del

Este,

(8) Account has been taken

of the extent to which the
Dominican Republic is making
reasonable 2fforts to encour-
aga repatriation of capital
invested in other countries
by its own citizens.

(9) The Dominican Republic is
encouraging and cooperating
in the establishment of
Domestic and Foreign invest-—
ment in ining, tourism,
agriculture, and industry.

Yes.

R}
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AID 1240-2 (1-69)

Treatment of U.S., Citizena

2,

FAA 8.620(c)., If assistarce ie
to government, 8 the goverrment
liable as debtor or unconditional
guarantor on any debt to a U.S.
citizen for goods or services
furntghed or ordered wnere (a)
such citizen has exhausted
avatlable legal remedies and

(b) debt is not denied or
contested by such goverrment?

2. The Dominican Republic is
not known to be.indebted to
U.S. citizens in any such
matter.

FaA T.620(e)(1). If assistance ' 3.
18 to a govermmeni, has it
(ineluding goverrment agencies or
subdivistions!) taken cry action
which hag the effeet of national-
iairg, expropriaiing, or otherwise
seiatrg-owrersnip or control of
property of U.S. citizens or
entities beneficially cwred by
them without takirg steps to
digcharge <ts obligations

toward such citizens or entities?

Neither the Government of
the Dominican Republic nor
.any governnental agency

or sub~-division thereof

is known to have taken
such steps.

App. 8.308., If cowrtry atitempts 5.
to create distinciiona because
of their race or religior. arorg
Americans in granting personal
or commercial accecss or otner
rights otherwise available to
U.S. citizens gererally, what
steps (will be) (nave been)
taken durirg loan regoiiations
to influcnce elimination of such
distinctiona?

Such distinctions would
not be.acceptable,

UNCLASSIFIED
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S.

“Act. §.S.

FAA $.620(0); Fishermen's Protective
If country has seized, or
imposed any penalty or sanction against,
any U.S. fishing vessel on accownt of
i1tg fishing activities in international
waters,

a. has @y deduction reguired by
Fighermen's Protective Act been made?

b, has complete denial of assistanoe
been considered by A.I.D. Administrator?

Relations with U.S. Government and Otner

Nations

6-

~N
.

FAA 8,620(d). If assigtance is for
cry productive enverprise which will
compete in the U.S., with U.S. enter-
prise, i1s there an agreement by the
recipient country to prevent export
to the U.S. of more than 20% of tne
enterprise’s annual produciion during
the life of the loan?

FAA 8.620(j). Has the country
permitted, or failed to take
adequate measwures to prevent, the
damage or destruction by mob action,
of U.S. property?

UNCLASSITIED
5

5.

UNCLASSITFIED
ANNEX III, Page 5. of 19

The Dominican Republic
has not seized or imposed
any penalty or sanctions
against any US fishing
vessel in international
waters.

No.

No.

It is not anticipated that
loai funds will be used to
finance any productive en-
terprise which will compete
with US enterprise.

No.
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8.

10, .

11,

12,

FAA 8.620(1). If the country has
failed to institute the investment
guaranty program for the specific
rigskg of ezpropriation, in con-
vertibility or corfiscation, has the
A.L.D. administration within the past
year considered denying assistance to
such goverrment for this reason?

FAA §.620(q). Is the govermment of
the recipient country in default on
interest or principal of ary A.I,D.
Lout to the country? '

F4A 5.620(%). FHas the country

severed diplomatic relations with
U.S.? If so, have they been resumed
and have new bilateral cssistance
“greements Deer. negotiated and entered
T1to since such resumption?

FAA §.620(x). What is the payment
status of the country's U.N.
obligatiors? If the country is in
arrears, were such arrearcge taken

into accow:t by *he A.I.D. Adninistrator
in determining the current A,I.D.
Operating Year Budget?

FAA 8.620(a): Avv. §.107(a) and (b).
Joes recipient cowntry Fuamish
assistance to Cuba, sell strategie
material to Cuba, or permit ships or
atreraft wnder its jlag to carry
cargoes to or from Cubq.

UNCLASSITFIED

 UNCLASSIFIED
ANNEX III, Page 6 of 19

8. The Dominican Republiec has
signed and instituted such
an agreement.

9. The Dominican Republic is
not in default under any
Foreign' Assistance Act
loan to the country,

10. No.

11. The Dominican Republic is
behind in their contributicn
to the U.N. The hdministret
determined, after con-
sultation with %he Governmen
of the Dominican Republie,

that they will attempt to maxe
such payments so that
they are no longer de-
linguent; and in the light o
that the Aéministrator ge-
termined to continue
assistance to the Government
of the Dominican Republiec.

12. No.
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13.

14,

15,

16,

FA4 6.620(b)., If assistance ig to a
govermment, has Secretary of State
determined that it is not controlled

by the international Communiat movement,

FAA 8.620(F). Ao §.109. Does
recipient country have a communist
government

FAA 8.620(i). Is recipient country

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

FAA 8.620(n); Apo. 107(b) and 116.
Does recipient country furnish goods
to North Viet-Nam or permit ships or
aireraft under its flag to carry
cargoes to or from North Viet-Nam?’

Military Expenditures

17,

FAA 3.620(s). !hat percentage of
countr_ bucget is for military
expenditures? How much of forzign
exchange resources spent on military
equipment? Is U.S. P.L. 480 oxr
development assigtance used for
military pwposes? Are cowntry's
regsources devotad to unnecessary
military expenditurcs to a degree
which materially interferes with

UNCLASSITIED
7

UNCLASSIFIED
ANNEX III, Page T of 19

13,

15.

16.

17.

The Secretary of State
has determined that the
Dominican Republic is
not controlled by the
international communist
movement .

No.

It has not been determined
that the Doninican Republic
is engaging in or preparing
for aggressive military

“efforts.

It has not been determined
that Dominican Republic is
engaging in any such acts.

During 1967 and 1968 ex-
penditures for the military
averaged 15.9% of total
central government
expenditures. No foreign
exchange expenditures for
military equipment have been
reported in the last four
years. HNo PL 480 assisteance
is used for military purposes.
Military expenditurcs éo ros.
rnaterially interfere with
developments.
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18,

its development? (Consideration
of these points to be coordinated
with PPC/MAS.)

FAA §.620(v). Avp. 3.119. Hou mueh 18,
8pent by country during current U.S.
fiscal year for sophisticated military
equipment purchased since Jenuary 1,
1568? Has corresponding amount been
deducted from current 0Y2, or is the
wecpons purchase determined by the
Prozident to be important to U.S.
national security? (Rasponses to
thesce questions to be coordinated
with PPC/:4S.)

CONDITIONS OF THZ LOAN

General Sourndress

19.

a0,

FAA 8.201(d). Information and
conclusion on reasonablerness and
legality (under laws of country ard
U.5.) of lending and relending terms
of the loan.

Fa4 §.2¢1(k)(2); §.251(e).

Informaiion and conclusion on

activity's economic and technical
soundness. If loan is not made pursuent
to a multilateral plan, and the amount
of tne loan exceeds $100,000, heas country
submitted to A.I.D. an application for
suen funds together with agsurances to
indicate that funds will be used in an
economically and technically sound
menner,

UNCLASSITIED

UNCLASSIFIED
ANNEX III, Page 8 of 19

None.

19,

20.

Loan funds are to be loaned
at rates of interest which

are not unreasonable or
illegal for the Borrower

and are within the limits
established by this Section.

The activity vo be financed
has been found to be eco-
nomically and technically
sound.

14
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21,

22,

23.

25,

FAA §.251(b), ‘Information and

conelusion on capacity of tha
country to repay the loan,
ineludirg resonableness of
repayment prospects.

FAA 8.811(a)(1). Prior to sigsing
of loan wtll there be (a) ergineer-
ing, finaneial, and other plons
necessary to carry out the acctotance
and (b) a reasonably firm estim-te
of the cost to the U.S. of the
assistance?

FAA £.611(a)(2). IF further
legislative action is required within
recipient country, what i¢ bazic for
reagonable expectation that such
action will be completed in tix: to
permit orderly accomplishment of
purposes of loan?

FA4 B.611(e). If loan is for cepital
agsistance, and all U.S. assictcice
to project rnow exceeds $1 million, has

Mission Director ceriified ths country's

capability effectively to maintain and
utilize the project?

FAA §:251Q)).4.Infbrmatiop end
conclusion on availability of Tinancing

from other frec-world soura:a, including
private sources within the United Statea.

UNCLASSIFIL)

21. There appears to be reasonable

22,

23.°

24.

25.

UNCLASSIFIED
ANNEX ITI, Page 9 of 19

prospects of 1epayment of
this. loan .

Necessary substantive
financial planning for

the project has been com-
pleted and a firm estimate
of cost of the project to
the U.S. has bheen obtained.

No necessary legislative
action required.

Mission Director has cer-
tified the country's capa-
bility effectively to main-

tain and utilize the project.

(See Annex T, Exhibit A.)

Other free world sources
are not available upon
reasonable terms.
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Loan's Rolaticar!

T R Aohlovement

of Cowpitr: .,~vd Douinwal Gonla

26.

27.

28.

K2
ts

FALl §, 007, &, 0011a). Extent to
which assictance reflects
appropriate emphasis on; (a)
encouraging development of dem-
oeraitic ecovormic, volitieal, and
soctal institutions; (b) self-
help in meeting the country's
food needs; (c) improving avail-
ebility of trained manpower in

the country; (d) programs designed
to meet the country's health nceds,
or (e) vther lmpovicnt areacs of
ecoromic, poiiviical, and social
developnent, itneluding irdustry;
free labor uriors, cooperatives,
and voluntary agencies; .
transportation and communtcation;
pZanning and vwlic adwinistration;
urban development; and moderniaation
of existing laws.

FAA A.0209. Is project susceptible
of exccution oo part of regional

‘project? If so why is project not

so exezcuted?

FAA 8.251(b)(3). Information and
conzlusion on aciivity's relation-
ship to, and corsisterncy qith,
other development activiiies, and
its coniribution to realizable

7
_long-range objectives.

UNCLASSII' (ED

10

UNCLASSIFIED
ANNEX III, Page 10 of 19

26.

27.

28.

a)Extends credit to private
sector. b). Increases agro-
industrial plant production
c) Assisted industries to
train new workers. d)gain-
fully employed have greater
buying power. (See Annex
II, Exhibilt C, for statistics
on Socio-Economic effects
of project; also to Part Two,
Section I, for background
information. )

No.

The project is consistent
with and is related to

other development activities
being undertaken or planned
and will contribute to real-
izdde long-ranged objectives.
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29,

30.

31,

FAA 8.2510){7).

Injormation

and conclusisrn on wWheincy op
t the activity to be financed
will contridbute to the achievement

of self-sustaining growth,

FAA 85.281(a).

Deseribe extent

to whteh the lomm will contribute

to the objective of assuring

maximen participation in the task

of e~onomic development on the part
of the people of the country, through
the encowragemers of democratic,
private, and local governmental

institutions.

Fas §.221(b).

Describe extent to

witten program recogrizes the

particular nceds, desires, and
o, . ~ 2

capacitics 0] the people of tie

country; utilice
intellectual ros

s ithe country's
ourcas to encourage

tnetilusicral evelopicint; and
supports civie education and
training in skills reguired for

effective pariicization in

governmental and zolitical ppocesses
essential *to ueZJ—r'ov"r‘f.ment

UNCLASSITFTED
11

UNCLASSITTED
ANNEX III, Page 11 of 19

Through assisting

in. the development,

expansion and modern-

ization of private

enterprises the act-

ivity to be financed
will contribute to

the achievement of

self-sustaining growth.
The nature of this act-
ivity will assure maximu
participation on the
part of the people in
the economic development
of the Dominican Republi

Provide financing for
new and existing in-
dustries; encourages
entrepreneurship;
provides employment;
and indirectly pro-
vides the Government
with funds to carry
on other programSe.g.
health, education
etc,
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32.

33.

FAA 8.801(a). Information

ard conelustons whether
loan will encourana efforts
of the country to: (a)
inerease the flow of
internationgl trade; (b)
foster private initiative
and competition; (c)
encourage developrment and
use of cooperatives, credit
unions, and savirgs and
loan assoctiations; (d)
discourage monopolistic
practices; (e) improve
technical efficiency of
industry, aegriculture, and
cormerce; and () strengthen
free lacbor unions.

FLA 8,619, If assistance is
For newly independent country;
is 1t furnished through
multilateral organizations or
plans to tne maximum extent

appropriate?

FAA §,.251(n), Information and
conclusion on wnether the
ceiivity 18 consictent with the
findings and recormendatiors of
tne Inter-Americarn Committee for
the Alliance for Progress in its
annual review of rational devel-
opment: activities.

FAA §.251(a). Informction and
conclusion on use of loan to
assist in prorotivg tre coop-

erative movement in Latin American

UNCLASSIFIED

12

32,

3

34'

35.

UNCLASSIFIED
ANNEX III, Page 12 of 19

The loan will increase the
flow of interuational trade
and foster private initia-
tive . The Loan also will
improve technical efficiency
of industry, agriculture

and commerce.

Not applicable. The
Domi.ican Republic is
not a newly independent
country.

~This activity is con-

sistent with the find-
ings and recommendations
of the Inter-American
Committee for the Alliance
for Progress in its review
of national development

activities. (See Page 6.)

This activity will assist

in promoting the cooperative
movement in Ladn America

to the extent that cooper-
atives will be eligible

for financial-assistance.
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36,

FAA 8.209; 8.251(b)(8).
Infoimation and conclustion
whether assistance will
encourage regional development
programs, and contribute to the
economic and political
integration of Latin America.

Loan's Effect on U.5. and A.I.D

Program *
37. FAA §.251(b)(&); §.102.

38.

Information and conclusion on
possible effects of loan on

U.S. economy, with special
reference to areas of sub-
stantial lcbor surplus, and
extent to wnich U.S. commodities
and cssistance are furmished in
a manner consistent with improv-
trg the U.S. balanc? of payments
position.

FA4 §.601(b). Information and
concluston on how the loan will
encourcye U.S. private trade
and investment abroad and now
it will ercourage private U.S.
particivatiion in joreign
assistance programs (including
use of private trade channels
and the services of U.S. private
enterprisa).

UNCLASSIFIED
13

36

37.

380

UNCLASSIFIED
ANNEX TIT, Page 13 of 19

To the extent that the
project will draw upon

the experience and exper-
tise of private investment
funds in other Latin American
nations and to the extent
this project will serve

as an example to private
investment funds in other
Latin American countries.

It has veen determined that
this project shall have no
foreseeable adverse erfects
on any area of the U.S.
economy. (See Page S.)

U.S. private trade and in-
vestment abroad will be
encouraged by the very
presence of a devclopment
financing institution
which contributes sub-
stantially to an improved
investment clinat=. U.S.
iirms and banks will
perticipate in this loan
project directly, now and in
the future.
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39.

40,

41,

42,

FAA §.601(d). If a capital

project, are crgineering

and professional services of
U.S. firms and their affil-
tates used vo the maximam
extent consistent with the
nattonal interest?

FAA §.602. Information and
conclusion whetner U.S., small
business will participate
equitably in the fumnishing of
goods and services finance Dy
the loan.

Fiq §.620(n). WLl the loan

promote or assist the foreign
aid projects or activiiies of
the Communist-Bloc countries?

FAA £.621. If technical

asststance is financed by the

loan, information and conclusion
whether such asstsitance will be
furnisned to the fullest extent
practicable as goods and profes-
stonal and otner services from
private enterprise on a contract
basis. Iy the facilities of other
Federal agencies will be utilized,
information and conclusion on
whether they are particularly
suttable, are rot compztitive with
private enterprise, and can be made
avatlable without undue Lnterférence
with domestic programs,

UNCLASSIFIED
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39.

40.

41.

42.

UNCLASSTFIED
ANNEX III, Page 1b of 19

Professional advisory
services of U.S. firms
will be utilized to the
maximum extent consistent
with the needs of the
project,

Sxall U.S. business will
be invited to parcicipate.

(See page 19.)

No.

In providing technical
assistance, the loan will
utilize the services of
private enterprise on a
contract basis wherever
practicable,

S
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43. TFA4 §.252(a). Total anount of morey
uncer loan waich is going directly
to private entcrprise, is goirg to
intermediate credit institutions
or other borrovers for use by pri-
vate enterprise, is beirg used to
ftnance imports. from private sources,
or is otherwise being used to

ftnance procurements™ frem private
sources.

Loan's Compliance with Svecific
Reguirements

44, FAA £.201(d). Is interest rate
of loan at least 2% per annum
during grace period and at least
3% per annum tnereafter?

45. FAA 8.608(a). Information on
measures to be taken to utilize
U.S. Goverrment excess personal
property in lieu of the procure-
ment of new itenms,

46, FAA E.604(c); Avo. 8.108. Will
all commoatty procurement firanced
wnder the loan be from U.S. except
as otherwise determined by the
Pregident?

UNULASSIFIED
- 15

UNCLASSIFIED
ANNEX III, Page 15 of 19

43.

44,

45.

46.

The total amount of
money under the loan
is going directly for
use in the creation,
expansion, moderniza-
tion and consolidation
of private enterprises.

Yes.

Such property would not
have a place in the
Project. (See description
Page 1.)

Yes,
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48.

49.

50.

51.

FAA 8.604(b). What provision is
made to prevent financing commodity
procurement in bulk at prices higher
than adjusted U.S. market price?

47'

FAA §.604(d). If the host country
diserimirates against U.S. marine
insurance compantes, will loan agree-
ment require taat marine insurance
be placed in the U.S. on commodities
financed by the loan?

48.

FAA §.604(e). If off-shore procure-
ment of agricultural commodity or
product is to be Financed, 1s tnere
proviston against such procurement
when the domestic price of such
commodity is less than partty?

49,

FAA 8.611(b); 4vp. 5.101, If loan
finances water or water-related land
resource consiruction project on

program, 1s tnere a bernefit-cost
computation made, insojar as practicable,
in accordurce witn the procedures set
forth in the Memorandum of the President
dated ay 15, 19627

50.

FAA 8.612(c). If contracts for
construction are to de financed,
‘what provision will be made that
they be let on a competitive

basts to maximun extent practicable?

S1.

UNCLASSITIED
16

UNCLASSIFIED
ANNEX III, Page 16 of 19

Any commodities financed
by the Loan and purchased
in bulk will be purchased
at prices no higher than
prevailing U.S. market
prices.

In the event that the
Dominican Republic dis-
criminates against any
U.S. marine insurance
company, commodities
purchased with loan funds
will be insured against
risks with a U.S. company

as required by this section.

Not applicable - (See
project description,
page 1.)

.Not applicable . (See

project description,
page 1.)

Not applicable. (See
project description,
page 1.)
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52,

53.

54,

55,

FAA §.620(g). What provision is

there against use of subject
assistarice to compensate owners
for expropriated or nationalized
property?

FAA 8.612(b); 8.8356(k). Describe
steps taken to asswre that, to the
maximun extent possible, the country
1§ contributing local currencies to
meet the cost of contractual and
other services, and foreijn currencies
ouned by the U.S., are utilized to
meet the cost of contractual and other
services.

Avp. 8.104. W{ll any loan funds
be used to pay pensions, ete., for
military personnel?

App. 8.111. Compliance with
requirements for security
cleararce of U.S. citizen
contract personnel.

UNCLASSIFIED

17

UNCLASSLK LD
ANNEX III, Page 17 of 10

52. Assistance provided by
this loan will not be
used to compensate for
expro—pr'j_ated or national-
ized property.

53. To the maximum extent
possible the Dominican
Republic is contributing
‘local currencies to meet
the cost of services re-
lated to this project.

No Dominican pesos owned
by the U.S. are available
for financing this project.

54, No.

55. Not applicable., (See
Project description,

page 1.)
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56,

57.

58.

59,

60,

Avp. 8.112, If loan is for

capztal project, is there
provision for A.I.D. approval

of all contractors and contract

termg?

App. 8.114. Will any loan

funds be used to pay U.N.
assessments?

Aop. 8.115, Compliance with
z*eguZations on anployment of
U.S. and local persornel for
funds oolzgauca after

April 30, 1964 (Regulanon 7).

FAA §.626(7). Will any loan Sfunds
be used to finance purchase, long=-

term lease, or exchange of motor
venicle manufacturaed outside the

United States, or any guaranty of

suen a transaction?

App, §.401, Will any loan funds

be used for vwlzczvy or propagenda
purposes witnn U.S. not authorized

by the Corngress?

UNCLASSIFIED

18

56.

.57,

58,

59.

60.

UNCLASSIFIED
ANNEX III, Pege 18 of 19

- No' 2pplicable -
(see project description

page 1.)

No.

Will be complied with.

No.

No.
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61,

FAA 8.620(k). If conatruction

of productive enterprise, wi.ll
aggregate value of assistw.:.e

to be furnished by U.S. exceed
$100 million?

UNCLASSITIED
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61,

 ANNEX III, Page 17 of 19

Not applicable . (See
project description
page 1.)



UNCLASSIFIED
AID-DLIC/P-8uk/A
Annex IV, Page 1 of 2

DRAFT
LOAN AUTHORIZATION

Provided from ¢ Alliance for Progress Funds

DOMINICAN REPUBLIC : Government of the Dominican Republic
(Private Investment Fund)

"Pursuant to the authority vested in the Deputy US Coordinator,
Agency for International Development ("A.I.D."), by the Foreign As-
sistance Act of 1961, as amended, and the delegations of authority
issued thereunder, I hereby authorize the establishment of a loan
("Loan") pursuant to Part I, Chapter 2, Title VI, Alliance for Progress,
to the Government of the Dominican Republic ("Borrower") of not to ex-
ceed eight million United States dollars (Us$8,000,000) to assist in
financing the costs of loans by the Central Bank of the Dominican
Republic ("Central Bank") acting through the commercial banks, the pri-
vate finance corporation(s), and the Borrower's industrial and agricul=~
tural banks. ("Intermediaries') for the creation, expansion and more
efficient operation of industrial, agricultural, transportation, min-
ing, medical. and service enterprises in the private gector of the
Dominican Republic, this Loan to be subject to the following terms and
conditions:

1. Interest and Terms of Repayment

The Borrower shall repay the Loan to A.I.D. in United States
dollars within forty (40) years from the first disbursement of the
Loan, including a grace period of not to exceed ten (10) years. Borower
shall pay to A.I.D. in United States dollars on the disbursed balance
of the Loan interest of two percent (2%) per annum during the grace
period herein above mentioned and three percent (3%) per annum there-’
after.

2, Other Terms and Conditions

a) Equipment, materials and services financed by the Loan shall
be procured from the United States.,

b) Loans by the Intermediaries shall be made in accordance with
an agreement, between the Borrower and Central Bank, as

UNCLASSIFIED
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approved by A.I.D., and as it may frow time to time be
modified in a manner mutually satisfactory to A.I.D.
and Borrower.

¢) Except as A.I.D. may otherwise agree in writing, the Loan
will not be used in projects which result in the increased
production for export of food @r feeds which are in United
States or world surplus, nor will the Loan be used in pro-
jects resulting in the increased production of non-food or
feed agricultural products which.are in world or United .
States surplus and the Loan will not be used to finance
new or increase the production of existing cotton textile
enterprises.

T 2 e S T s et i i i St

. d) Except as A.I.D. may otherwise agree in writing, the Loan
shall not be used to finance a loan by the Bankto an Inter-
mediary for a project sub-loan:

i, which is either all or in part for working cabital pur- -
poses; '

ii. where private sources of financing are available on
reasonable terms and conditions;

iii. where the amount of financing from this Loan is more
than two hundred fifty thousand dollars ($250,000);

iv. where the amount of financing from this Loan is more
than fifty percent (50%) of the total cost of the sub-
‘ project; and

v. where such financing would cause the Bank's total as-
sistance to any single enterprise to exceed five hundred
thousand dollars ($500,000).

e) The loan shall be subject to such other terms and-condi- .

tions as A.I.D. may deem advisable,
- - L4

Deputy U.S. Coordinator

 UNCLASSIFIED TR






