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Attached for your review are the recomatvendations for 
lauthorization of a loan in an ariount not to exceed $8,000,000 
to the Government of the Dominican Republic to assist in financing 
the costs of loans by the Central Ban. of the Dominican Republic 
("Central Dank") acting through the co mcrcial banks, the private 
finance corporation(s), and the Borrower's industrial and agri­
cultural banks ("Inter-mediaries") for the creation, expansion and 
more efficient oseration of industrial, agricultural, transportation, 
mining, medical and service enterprises in the private sector of the 
Dominican Republic.
 

This loan pronosal is scheduled for consideration by the
 
Development Loan Staff Committee at a meeting on Thursday, June 26, 
1969. 

Rachel C. Rogers 
Assistant Secretary 
Dvelopmont Loan Committee 
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AID- I)ILC/P-;:bII 
PA1RT ONE SUMARY AID RECOr1I( ONS 

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. ican and other resources of the Fondo de
 
Inversiones para el DesarrLllo Economico (FIDE).
 

2. Loan: A.I.D. would loan an amount of up to $8million 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 ioterest of 2% during the grace period and
 
3% during the 30-year repayment period.
 

3. Project Description: The proposed loan is designed to cover
 
part of th2 US dollar costs of high priority 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

os-rows, at btween i-id 1&,4i, In both cases at ters o o': es s tn 
three years or more th-Lr twelve. Sub-loan rt.payments (roll 0,.r) 
would be used for economic leve.,cPment ptarpcses within the .e2 : -r- ­

work established for the FIDE. The credit risk is taken by the inter­
mediaries and maintenance of value of foreign lending by the SGPP. 

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;
 

c) import substitution; and
 

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

NOTE: Exchange rate, US$]..90 = RD$1.0O
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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.12, 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 ITnB 
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 from, the Central Bank. 
 In 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 PartTwc, Section If(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 CODR
 
stabilization program by promoting private productive investment to
 
the ends mentioned immediately above. it also constitutes a source
 
of 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. (See
 
Part Two, Section II-B, for a fuller economic discussion.)
 

8. Alternate Sources of Financing: Both the IBRD and Export-

Import Banks have declined to undertake this project. The second IDB 
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).
 

1'). Views of Country,' TCe.n: The Country Tec places this lomn 
vr:c:.,e ,its highest priority in vre:: of its effects in rron 'tinf­

-U.:7'u1 c ofoe~mretitive private enterurise whi-h will brin:-- bcu- the 
oe f'icili cccm.ic results desecribed tnder ioints h and 7. 

11. Issues: The issues faced during preliminary and intensive
 
review are summarized as follows (See Part T-_oSection I%,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 AID/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 Thrce, 
Annex 11, Exhibit A .) In 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 Tt:o,
 
Section IV, we recommend against negotiating for changes
 
as a condition for this loan.
 

c) IIS Report on FIDE operations - A recent report (iarch 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 PartTwo, 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 tile 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 
its 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 requst the Central Bank to authorize a commercial letter of cre­
dit to f+-.- supplier. 
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All of A.I D.'z procurement policies will be adhered to.
 
The small business requirement would be met by 	m' ing a General
announcem-ient concernin- the loan, its purnoses and the role of theCentral Bank. It is recognized that sub-borrowers may have already
selected the supplier based on previouz solicitat ions, necessity
for standardization and local dealer services. Smilar to the firstloan, the Central1 Baunk will be required to make this A.I.D. service
knownm to each sub-borrower who will nrocure items under the loan from 
the United States. 

13. Recommendations: On 	 the basis of the conclusions of theProject Com.ittee and the USAID that the Project is technically, eco­
nomically and financially justified, it is recommended that a loan tothe 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 
te Loan, including a -.race period of not to 
exceed ten (10) years. lorrow.cr shall pay to A.I.D. in 
United States dollar's on the disbursed balance of the 
Loan interest of o percent (2Z) per annum during the 
grace period herein above mentioned and three percent (3%)
 
per annum thereafter. 

b) 	 Equir en~, materias and serices financed by the Loan 
shall have their source ad origin in the United States. 

c) 	 Loans by the intenmediaries shall be made in accordance 
with an a-,r.eeen sweorror and Central Bank,•'as *as.....e..am,7-roved r uy aunc Z :-'",: 	 time=., a: _0 frocm' timeIne to 
be modified in o minner ua v sa....cory to A.I.D. 
and Borrower. (nu. h Pg. 43.) 

d) 	 Except as A.I.D. -ay other-!se agree in writing, the Loan
will not be used in proects which result in the increased
production for c::Port of food or whichf-,ds are in United 
States or world L.urplus, nor will thLe Loan be used in 	 pro­
jects resulting in 	 tse increased production of non-food or
feed agricultur-,jl products in world or United States surplus
and the Loan will not be used to finance new or increase the 
production of existing textilecotton enterprises. 
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a) Except as A.I.D. may otherwise agree in writing, the Loan
 
shall not be used to finance a loan by the Bank to an 
Intermediary for a project sub-loan:
 

i. which is either all or in part for working capital 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'Z) of the total cost of the sub­

project; or 

v. where such financing would cause the Bank's total as­

sistance to any single entcrprise to exceed five hun­

dred thousand dollars ($?500,000).
 

f) The loan shall be subject to such other terms and condi­

tions as A.I.D. may deem advisable.
 

Project Coummittee: 

Coordinator: KDavidson 

Loan Officer:R'omcl 
Industry Officer: iii 
Financial Analyst:: DlJs$ 

Economist: 
Legal Counsel: DLvi 7.1otson 

Controller: 'MGren 

" 

) 

Principal Drafters: 

Robc $ 

KDavidson I 

bL;,kOT . ,.S .1; J 
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PART 'B.10 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 Econ6mico (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 accbrdance with the following
 
priorities established by the Central Bank:
 

1. the diversification and promotion of export earning enterprises;
 
2. the elimination of production bottlenecks related to 
exports;
 
3. import substitution; and
 
4. the production of domestic goods and services in short supply.
 

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, stuuctures 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 intermediaries b-tthey are not responsible 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 the private
to 

sector in selected priority areasT- The results should provide for im­
provements in the balance of payments, increased 
revenues to the 
Government, increased business competition leading to more competitive 

L consumer prices and increased employment opportunities. 
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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
 
heavyits 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 from the press and other vested interests. 
Recently a method h,.: been est rut ofhllchd to chnres cubri_-2 c:,0­
rations into private hnds by %rn for T)n'iv--.te! y held :c] wiT­
shnres of stock 'fro. ©D held businsses. iis method is not
primarily to transfer o',nmershi-o to Drivate hands, but to make lr.dmore 
available for the land reform nrorem. 

Nevertheless, private investment continues to 
grow as exemplified

by such projects as FalconbridgeS160 million; 
Industrias Portela $1.7
 
million; Envases Antillanos $1.5 million and Fertilizantes Santo Domingo

$1.2 million. Of significant importance are 
the medium (US$ $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 :, estobli shed wh. AI sci the ,CD -. s a restt!t of di:cussions 
in 196I nd earl_ 175, decdder] th.t the 'riva ecto, iwork of availablu resomrees, could best be ifsisted by the ast;-ablish-Lent
of a-nrivate investment :Ywir] modeled to mo7e e,:tcnt on other suacas:'ui.
.i-1'-:uported PIF,,,. 

The Loan Agreement (No. 517-L-007) establishing FIDE was signed 
on

April 1.2, 
 1965 by AID and the GODR. The Loan Agreement provided U.S.$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
 
Z:'::c.;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.
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The FIDE encountered considerable difficulty in making the loan oper­

to the 1965 revolution and its aftermath.
ational, due, in large part, 


The most" significant problems involved the organizational structure of
 

the FIDE and the development of sub-lending procedures acceptable to the
 

However, the FIDE department of the Central Bank
banking system and AID. 


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
 

a higher interest rate (4% vs. 1% for AID
been somewhat slower because of 

Both the IDB loan and the
funds), but nevertheless is totally committed. 


AID loan have been effective in relieving pressure on the expansion ef­
from its lim­forts of the private/commercial sector which have resulted 


ited access to foreign exchange.
 

The success of the AID-FIDE project can be demonstrated by the fol­

to December 1968):
lowing data (covering the period from June 	1966 


a) Number of sub-loans 	 55
 
$13.6 million
b) Total Investment 


c) Amount provided by AID loan
 

funds (including sub-loans
 
$ 5.1 million
made with rollover funds) 

$ 8.5 million
d) Amount provided by private sector 


e) Direct jobs created 1313
 

f) Estimated net import substitution $ 7.5 million
 
$ 1.5 million
g) Estimated export earnings 


By themselves these figures rannot convey the developmental effect
 
were for new
of the FIDE. Of the 55 sub-loans made with AID funds, 20 


projects, many of which have had a substantial and positive impact upon
 

(fertilizer mixing, paint
the country's economy. In several sectors 


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,
 

intermediary institutions see Annex II, Exhibit B.
import substitution and 
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The effects of the total FIDE operation from May, 1966 to March
 
1969, ihcluding 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 II, Exhibit Ccontains 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 becauseFTEj'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 decentralization. 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 purely 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 r. view all banks were interviewed to ascertai, among other 
things,if the flow of fun6q was deliberately directed toward certain insti­
tutions. Assurances were 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 
- 1DB - GODR and the banking system
 
assures effective project development and loa:7 monitoring. A good sys­
tem has been institutionalized and a pool of development banking skills
 
has been created.
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Our i t n-iva review has shown that the J nd 'for ?FIDE financino
justifies Cn 
8.O million loan to the 'GODR.'' P6jcsrqi
by the FIDE system over the next 12 months (!-Y, 70) are eztimatod at moet 11an $13.0 by the Central Banik, The demand is discuzsed more fully inPart Two, Section II-B, 

We believe the present demand for funds to ;inance local tourism can
be covered within the context of the present FID7 operation.
 

USAID management has reviewcd thirs CAP p:ror to submitting it to:AID/W
and are in, accord with the findings and conclusions.' 

C. Program Justification-
, 

It Place of Project In Country Pro-ram 

The A.I.D. Program is concerned with maintaining an economic en­vironment conducive to political stability. and devclo~mn which impliesmanintaining a growth rate above stagnation and as close to the Alliancetarget of 2 1/2 percent pcr capqita as~ pocsibleaodn a balance of pay­mnts crisis, trying. to reduce unemploymcnt and providin- the structuralbase for Libre rapid development. Thi's prizzary A.I.D. cconomic objective
**.has evolved from the massive public work:1s proaram ca-rried out after thetRevolution to a program deSigned to stimulate the dynamic sectors of theV economy-agriculture and industry. 

*The pooe ID-' Loan, is a hey project in supozt of the USAIDshort run economic objective as it wiill facilitate invest=meat, -,rowth, anid. ..amployment within the cont-ext of fiscal and monetary restraint whichrequired by the present balamee pamns areof:Y_ iuton. In the Ione un
pzojccts financed t1-rou-h cI2hould halp reduce the bal-ncea of. payamentos
problem and itc con=atrant on C-conc .i 'rwhz well 'a s:trengthenarelatively weak rlass.
citcre 

2. Ir.pact oni U.S.. E'cono.q 

The Z*'1len, A.,'.D. lo..n as we 1. E; uzt'OftOO2 $ 
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_;Z. 
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SFor these rencons wCocld ath
 
3' I'oncfvrl~le he4pact 'Of
il-a the loan on the 

S 3. 'Conristencvwith the CIAl' RMviws
 

The r-cc~and-tjons and concli,:sjo=S of 
 the 	 rcen lPRvei.ncluced, ccentr, on tha "I' 	 eiok cath j iixeciv f in finan ew 
r -1onJld~ra arjcs -aeneac d to "a-zu-.e the, pro=m.t refinancin- of­r 7 .	 wi; intCzna2 znd c:ternaj.! zasourco." A!So 	 zotcd wa.s the need tocotiuapu~un~a olcy aimed at pron.o-LinF ext3-and import ,,ubst-.


tutcS u3ing national raa material3 in accord with th6 industrial netv
1vi 	 and to orien- FIDE and TXO1-2iTO nac0 iht& aciej~~~sthe 	prop.osed FID-7 Loann fully co-siste.nt 7ith-j the 	CIA? con~cl i.6ri''andraco~cndations andhas been 	Z't-. uctu-e-d in cuha way as to~prov~ide in­ccntiver, Afor d:-.po.-t and import substitute projects which have hihlelof 	value added. 

4. 	 Certification ofUSAIDD)irector
 

In view of the demonstrated 
 capability of teforwrs~ORimplemen-ting agency (Ccntral Blank) and'-he eaxperien.ce to date with FIDEthe 	Dircctor/USAID/DR has certified that the re'quired human, finanicial14 
a.nd other resourcco are availablc to carry-out the project. This certi ­
fication is, included Las Annex , , Ehibit B 

http:co-siste.nt
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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 executive officer seconded
 
by the General Manager.
 

The Department of Intornational 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 promote economic development. (See Part Three, Annex II, Exhibit D,
 
for complete description of BCRD -3ndFIDE.)
 

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 Repiblic, 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 institution 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. 
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c) The Bank of Nova Scotia
 

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

d) 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.
 

e) Banco Popular Dominicano
 

This is the only privately owned Dominican Bank. It has ap­
proximately 856 Dominican shareholders who own in excess of 80%
 
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.
 

f) 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.
 

g) 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.
 

h) Corporaci6n de Fomento Industrial or Industrial Development
 
Corporation (IDC)
 

This state owned company was chartered in 1962. It is the only
 
existing industrial development bank.
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i) Compafiia Financiera Dominicana
 

This was founded in 1968 with principal offices in Santo
 
Domingo
 

j) 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.
 

B. 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 E.
 

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
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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 those
 
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 Government borrowers to an amount necessary 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 portfolios 
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 F. ) 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 Government. 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 lo.ans. From the adjusted base of RD$96.8 
million on December 31, 1966, 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, 
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agriculture, construction and repairs) grew from RD$38.3 million at the
 

end of 1966 to !W$54.7 million in December, 1967, a 42.8% increase ard
 

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

has provided about one third of the RD$36.! million 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 process reflects increasing profits,
 

growing 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 

in the past two years.
1969, but they may not be as great as 


The impact of future FIDE o-erations on tile 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 Anne-: II, E:hibitzr.C.) These data indicate. 
that the net foreign exchange gain from FIDE financed industries is already 

being felt and should be very considerable from 1969 forward. 

2. Demand for Develonment Finnncin2. Following the revolution, 

problems of staffing, developing credit evaluation criteria and 

application-processing procedures were quickly overcome. As the 

commercial and development banks gained experience in the use of
 

the FIDE, the volume of loans approved increased quite rapidly
 

from June, 1966.
 

Loan approvals have averaged over five rillion in every full 
year of operation in spite of e:.pectea delays and problems in
 

the start up period as well as the declining trend due to the
 

exhaustion of the fund.
 

The management of FIDE assured the project committee that there
 

are ample projects in the pipeline to be financed during the rest 

of 1969 and the first six months of 1970 as follows: 

TVCIJSSIFZXD
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Loan Total 
Status Request Investment 

Loan applications under final 
review by FIDE $2.7M $7.3MN 

Loan applications under final
 
review by intermediaries not
 
yet submitted to FIDE 
 3.31M 10.4,Z
 

Loan projects produced by FIDE
 
consulting firm and actively
 
being promoted 
 1.9 M 3.7M
 

Loan projects under preliminary
 
review by intermediaries 
 5.2'"N 11.2M
 

$13.1,L% $3 2 . 6K i$ 

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

The project co=,ittee carriad out extensive interviews ,7ith 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 $4.4K,1
 
Banco de Reservas 3.1MM[
 
Corporaci6n de Fornento
 
Industrial 
 3.2%.1
 

Financiera Dominicana 
 2.2MM
 
Chase Manhattan 
 1.5v.1
 
First National City Bank of N.Y. 0.3M.
 
Royal Bank of Canada 0.4M 
Bank of Nova Scotia 0.3M 
Banco Agricola 0.2MM-
Bank of America 0.4,M 

Total 
 $16.0K%1
 

Lists of the above projects were forwarded to the project commit­
tee by the intermediaries and are attached as 
Annex II, Exhibit 1j.
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It is interestil-rto note that the demand estimated by FIDE man­agemen't 
is more conservative than that of the intermediaries' manage­ment ($13.0OM vis 
a vis $16.OmM). 
 Also, the demand for lending by
teZnediaa'iez in­closely 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 in­creased 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 well 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 
Agro-Industry 
Transportation 
Mining 
Services 

Health Services 

75 
10 
5 
4 
3 

$6,000,000 
800,000 
400,000 
320,000 
240,000 

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

UNCLASSIFIED
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C. 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. 
 In
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 presented in tabular form below:
 

Source 
 U.S.$ 
 Peso 
 Total
 

AID 
 8.0 
 - $8.0IDB 
 6.9 
 0.1 
 7.0
 
Central Bank _ 5.0 5.0

Repayments (minus

debt service) 
 1
10.0 
 10.0
 

$14.9 
 $15.1 
 $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 approximately
$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 II 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 million of recuperatiorrfrom 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 630 144,433 345,6S0
 

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 expenses - - 291
 
General expenses - 15,11:9 25,467
 

TOTAL 12,9T 154.337 3 937
 

Net surplus (deficit) for
 

the year (42,261) (9,854) 41,643
 

In view of the low levels of sub-lending during the first year
 
of operation, income was insufficient to cover administrative
 

expenses, resulting in a loss equivalent to UqS42,261. Increased
 
lending brought the loss for 1967 do.n to $9,8_4. In view of
 
the fact that by the end of 1967 sub-loans had reached a suffi­
cient voluze so that interest due would c::ceed the ad.'istrative
 
expenses, there was a net profit of $41,743 during 1968 which
 
reduced the cumulative deficit to only $10,372 and improved the
 
current financial position. The projections for 1969 show a
 
profit of $146,000 which increases year by year to a level. of
 

$611,000 by 1973. Particularly noteworthy is the fact that the
 
,sub-loan portfolio is 100% up to date. The reason is that under 

the collection procedures applied to loans made from FIDE resources, 

the Central Bank, on the due date for any installment of such a 
loan, automatically debits the account of thecppropriate interme­
diary institution for the amount of principal and interest due and 
credits the same amount to FIDE. With respect to the portfolios 
of the intermediary institutions themselves, a sample analysis 
shows less than 1% of payments in arrears. 
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The following condensed balance sheets show the financial
condition of FIDE as of December 31, 1966, 1967 and 1963.
 
(Equivalents in thousands of US$) I/


1966.2/ 
 1967
Assets 196"8
.$- % $ 
 $_ __
 
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-term

receivables 3/ 643.3 94.0 
51406.4 
 95.6 9,596.2 5785.3
 

684.6 1 00. 0 100.05,653.1 11256.0 100.0
 

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
D~fprrd_ C8.9
2.0 0.3 
 - - 4.7 ­
it (42.3) (6.2) (52.1) (0.9) (10.3) ­

684.6 100.0 
 130.0 T.653.!
1i.2- .0
 

The above comparative balance sheets show that the total assets of
FIDE amounted to $684,583 at 
the end of December, 1966, increased
to $5,653,165 
in December, 1967, and rose further to $11,256,CCO
in December, 1968. 
 The increase to just over sixteen times the
December 1966 
 figure in such a short period of time reflects vigo­rous activity in the loan portfolio of the FIDE. 
Of particular
note is 
that in all three years bctween 85% and 95% of the assets
were applied to long-tezrt 
 credit operations authorized by the FIDE.
 

I/ Rate of exchange: US$1 
= RD$1.
 
2/ 
The FIDE began operations on Vay 1, 1966.
3/ Long-term receivables are the:v.ounts actually disbursed 

and outstanding.
4/ As of Deccmber 31, 1967 and 196S, short-term receivablesinclude an amount USA'93of which ,ppcars in the balance


sheets of 
F'IDE under "Other Assets".5/ Includes 
the equivalnt of US$33,275 for technical assistance
to be provided by the Central A;merican Institute for Industrial 
Research and Technology.
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Certain factors emerge from an analysis to date of the FIDE
 
operation:
 

1) 	its liquidity position is satisfactory;
 

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

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

4) 
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,
 

5) 
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 reviewand as most 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 loanthe conditions prece­
dent should be met within a maximum of 60 days after signing. Tn-'.disbursements under AID shouldthe loan begin in November, 1969. -o.Pert Three, nne: i :,hibit ,T :'or Cotr'ct.inistrticnof " (r­
A.re.c::ent) bct. ;;e the CXDD _nd the BC:?. 

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. Shib-borrowers make applica­
tions to the latter which, 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 anal-sis 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).
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With greater experience under the program, including development bank­ing 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 ioan 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.
 

Technical assistance 
- No technical assistance is recomzended 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 Investigaci6n y Tecnolo­gfa 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,
 
etc.
 

B. Loan Monitorin
 

The Industrial Developnmient Division of the USAID would have the pri­mary 
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 Office 'ould be responsible for general pro­ject coordination and maintain close contact with the Industrial Develop­ment Division, Controllers Office, the Legal Counsel and, 
to the extent
necessary, the Engineering Development Division. 
The USAID is fully
capable of adequately monitoring this 
loan.
 

C. Disbursement and Procureent Procedures
 

It is anticipated that both the reimbursement and letter of commit­ment/letter of credit procedures will be used to 
disburse AID funds.
Once conditions precedent 
are mat, the USAID will reimburse the Central
Bank for all eligible dollar costs incurred from the time of Loan Autlr-r
ization..Subsequent disbursements will be make under AID letters of cou­
mitment.
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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. 
In most cases the equipment
will be selected in accordance with the necessity for standardization,

local dealer services, confidence in a particular line, etc.
 

T'his has been A.I.D. Is experience rith the first FIDE loan and
other ICT loans. Therefore it is recommended 
 that the Director/USAD/DRbe authorized to waive the Small Business notification recuirement when:(1) it serves no useful purposc; and/or (2) an eergency procurementsituation ariscs. 'An airgran, dolegating thiLs additional athority tothe Director/USATD/DR will be sent once the loan is 
authorized,

patterned after prior similar cases. 

E'nere the Small Business 'Totification may serve a useful 
ouroose
to either the sub-borrower or the U.S. businessmen, the Central Bank and

the intermediaries will be required to make known this A.I.D. service. 

As stated before, 1DB has authorized a second tranche in the eniountof $7.0 million to be used by FIDE. 
 in view of the fact that A.I.D. sterms are more concession.l t ttee believesthat A.I.D. s resources wovld be used -Jrsa, thereby causing a pipeline-roblcm for Th. In order to assure disburscmcnts of the A.I.D. andIDB loans a well as to assure contribu-sions frmtrm -:e C©LR toto thethe 7 7... ouo

certain conditions are to be set forth in the Loan gre.ent. Theseforthforth -eseits 3 -uder -t1e fooo-naoset d the, 'o in s.b-..--. T"D. Conditions and C"ovenants
 
points lnd0ould • 
 o10.n he initial letter(s) of co:......itmentin amonto ..nm-eraermlon. a letter(c) of com..tmentwould c o)cncjd only if tl co.,d,conditions had ,,,deencbeen m tot.hcsssure the-pari passu con-ribution; of the CODE vis---vis A. TD. disbuse.met s and tosure te use of i fEfuds on approximately a pro rata basis with those
of A.1.D. 

D. Conditions andCovenants 

The following aro the principal conditions and covenants to be in­
cluded in the Loan A!rcc,;:c:nt: 

UCCT ASSIF=,D
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1. Prior to the first disbursement under the Loan, the Borrower and
Central Bank shall -isa the existing Contract of Administrationto 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.
 

2. Prior to the first disbursement under the Loan, Borrower shall
show evidence of arrangements, satisfactory to A.I.D.,
seven million dollar ($7,000,000) loan to the Government 
of 
or 
a
 

the
Central Bank from the Inter-American Development Bank 
(IDB) for
 
the FIDE.
 

3. Prior to the issuance by A.I.D. of any letter(s) of commitment
under the Loan, Borro-.er shall show evidence, satisfactoryA.I.D., of an undertaking to 
by the Central Bank to contribute notless than the equivalent of five million dollars ($5,000,000).or the FIDE on a pa-i passu basis w.ith disbursements under theA.I.D. loan. As a condition precedent to A.I.D. 's obligationto issue any letter(s) of cor=i-ncnt under the loan subseauentto the initial letter(s) of ccr-:zitmcnt thereunder, Borrowershall sulbmit to A.I.D. evidence satisfactory to A.I.D. that theCentral Bank comlianceis in .,-ith the underitaking to contributefunds for the 7 E on a pari passu basis ,ith disbursementsunder the A.I.D. loan. (See Section Ii7-C for rationale.) 

4. Equipment, materia]s and services financed by the loan shall

have their source and origin in the United States.
 

5. A.I.D. will agree to reimburse the Central Bank, once conditions
precedent are met, for alleig-!iacosts of sub-loans approved
by the Central Bank after the date of the Loan Authorization.
 

6. 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 United
States or world surplus or which would 
 result in the increasedproduction of non-feed or 
non-food agricultural products which 
are in world or 
United States surplus.
 

7. Except as A.I.D. may otherwise agree in writin-, the Loan willnot be used 
to finance new cotton te:xtile enterprises or increase
the production of existing cotton 
textile enterprises.
 

8. Except as A.I.D. may otherwise agree in writing, the Loan shallnot be u:3ed to finance a loan by the Central Bank to an Inter­
mediary for a project sub-loan: 

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

b) where private ;oircus offinanig are available on reasonable 
terms aud condition;n 

UCTASSIF=D 

http:Borro-.er


22 
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two hundred fifty thousand dollars 
($250,000);

d) where the amount of financingfrom this Loan is 
more than
 

fifty percent (50%) of the total cost of the sub-project; 
or
e) where such financing would cause 

to 	 the Bank's total assistance
any single enterprise to exceed five hundred thousand
 
dollars ($500,000).
 

9. Unless A.I.D. otherwise agrees in writing, 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 with­out 	the prior written approval of A.I.D.10. 	 Unless A.I.D. otherwise agrees in writing, no disbursementthe loan subsequent 	 underto the first disbarsement willwould cause 	 be made whichthe 	disbursements under the loanthan one 	 to exceed by moremillion dollers (.'t 	000,000) disbursementssecond loan from the 1DB. 	
under the(See Section I11-C for 	rationale;) 

11. 	 All amounts received by the Central Bank on loans to 	 as principal repaymentsinterm:ediaries for project sub-loans will be placed
in the Bank in a special account. To the extent thatments exceed the amount of 	 such pay­funds required topayment 	 meet Borrowersof p1.ncipal to A.I.D., the repaymentsby the Bank, except 	 will be utilizedas AID, Bank and Borro%,er may otherwise agreein writing, for relending to Intermediaries for sub-loans in
accordance with the terms and conditions of this agreement, withthe 	exception of the requirement for purchasos in the United
States, and 
the Contract of Administration between the Borrower

and the Bank.
 

12. 	Should the additional funds provided to the FIDE by A.I.D., IDBA
and the Central Bank not be used 
as rapidly as projected over
the three year period (1970-1972 inclusive), the Borrower agrees
to review, discuss and make best possible efforts to revise
existing incentive legislation for economic development> 
with a
view towa-d sUirmulatin " . 

13. 	 Unless A.I.D. otherwise agrees in w-iting,rate charg-d 	 the maximum interestthe 	end-borrowers 
percent (10%) 	

shall not be greater than tcnand 	 for tr-ms of not less than three (3) yearsnor more than twelve (12) years, including any grace period.
 

./ 	 - IDB 	 has authorizejr a 7.0 loa, not yet 	 silned, with aneffective intcvc.t rate of...
 
tithin 15 years,
including a grace period of three and one-half years. 

UNCLASSI 'IED
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SECTION IV - ISSUES
 

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 CODR
 

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. In 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 convinced that a larger contribution 
was not possible.
 

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

As both the A.I.D. and !DB 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.
 

B. Weaknesses of La.*: on indutrial Incentives and Protection 

The cable approval (STATE 072002) to proceed writh the intensive re­
view presents the issue as follows: "Program mem.;orandum indicated 
weakness in current investment law. Should proposed $5 million loan 
be used to encourage more satisfactory law? If not, will weakness cur­
rent compromise objectives proposed loan?" 

The law was passed on April 23, 1968 and insufficient time has 
elapsed to accurately masure effects;. H1owever, we have examined and 
analyzed FID1]E's exprience 1oth prior to and since passage of the lo.. 
FIDE approved 123 loans amounting to $6.9 million durin- the year prior 
to the passage of the lawi and 71 loans in an amount of $3.9 million dur­
ing the year after the passage of the law. However, this reduction was 
normal in view of the fact that FIDE's available resources were almost 

UAi2LA2~iIID 
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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.
attributable to 
Thus it cannot be directly
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 cer­tain incentives, it is also protectionist. 
 In view of the fact that it
was passed by the Dominican Congress and is supported by influential
Dominican businessmenany loan condition reouiring amendments to'the Law
would be politically unacceptable 
to 
the GODR at this time. Furthermore,
too little experience has yet been gained in imniplementation of
corroborate opinions the Law tothat the islaw weak. In any event such pressures forchalice should come from Do-minicans and not representatives of 
a foreign

Government.
 

Our recommendation is to 
call attention

dustrial incentive legislation in first 

to this law and other in­
the Impiementationstatement Letter. Ashould be included which would request a joint review of exist­ing incentive legislation if A.I.D. funds were not being committed as
rapidly as projected.
 

C. Findings of the 
Insnections and Investi[rations Staff 
(IIS) onFIDE
Loan Administration and LIonitorinT 

The IIS report indicates some eleven areas of irreg7ularities. 
 Of the
eleven areas, we conclude that seven do not, 
in fact, show irregularities,
three must be monitored, in 
the first instance, in AID/W,ing one the and the remain­in field. A summary of the principal findings and our com­ments, follow: 

1. Sub-loans were made for certain business activities - such asmanufacture o shaving cream, deodorants, and hair tonics; manu­facture of stockin:s; manufacture of wooden doors and kitchencabinets, etc. - wiich do not appear to conform with the pro­visions of the Loan A~reem:nt. (Coment: All of these sub­loans arc in accordance with the Loan Agreement since each pro­ject "increases the production of agricultur., industry, minin­or tranportation" (Section J..2) in accordance with the establish­ed prioritie4 of "i..ort L substitution7 (Suction 1.2) or "elimina­tion of domestic shortagCs" (Implumentation Letter No. 12)). 
2. A US supplier paid a dollar commssion to a Dominican agent who,in violation of "iominican law., did not turn in the dollars to 
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This is not in violation
(Comment:
the Central Bank for pesos. 


of A.I.D. regulations; however, the Central Bank was notified
 

in order that remedial action could be taken.)
 

to pay customs duties on
3. Dominican sub-borrwers were required 


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 Category A type industries received
 
Our moni­

such exoneration under the Industrial Incentives Law. 


toring, in accordance with Section 6.9 of the Loan Agreement,
 

is restricted to assuring that A.I.D. funds are not 
used to pay
 

such duties. No evidence of the latter has been found.)
 

4. Personal service contracts for technical assistance 
were entered
 

into with sub-borrowers for assistance in equipment installation
 

In purchase of certain equipment, tech­and start-up. (Comment: 


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.)
 

5. Imports of several US commodities were made on foreign vessels,
 
(Comment: USAID


allegedly paid for with A.I.D. financed pesos. 

As funds are fungible
auditors have found no evidence of this. 


and 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
 

The IIS attributed them to
attributed to eligible peso costs. 

The problem of attribution will
financing foreign shipping. 


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


6. A.I.D. financed equipment was sold by the sub-boriwer to another
 
.
 

part of liquidation. (Comment: A.I.D. cannot 

business as 


guarantee the success of the 55 sub-loans. Sale of the equip­

to have been a rational
ment after unnrofitable operation seems 


business deci~ion.)
 

7. A.I.D. financed local currency expenditures freed the sub­

the purchase of third country equipment.
borrower's own funds for 

Section 6.2(g) provides for such purchases, without
(Comment: 


20% or less
A.I.D. approval, if third country purchases are 


of total project costs. Higher percentages can be purchased in
 

third countries with non-A.I.D. funds if A.I.D. so approves.
 
... e. .. .In the case cited, Tj1!.17I .- 1ior n . . " ]t C­

cct i no t . n - 3-1 1 :!e i r c~ 1,-t y 'r ~o IT... .. .... ..-rp)r o 

exnr l'.)most m"me'hinlr' t nrc.Tviolu :o -. icn w s f1r,1, It 

,,rCT DA, 7I-
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false
-8. Equipment from Italy was paid for by AID/W althou2h no 


(Comment: As the supplier certificate
declaration was made. 


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.)
 

A US supplier in collusion with a Dominican sub-borrower
10. 

overpriced equipment to liquidate a previous debt. (Comment:
 

This is an apparent caseof fraud which the USAID asked IIS
 

to investigate.)
 

A working capital loan was made to a sub-borrower who used
11. 

the money to pay off a bank debt which existed prior to 

the
 

receipt of the A.I.D. loan. (Comment: This IIS finding has
 

to be correct. The USAID will
been investigated and appears 


initiate a reimbursement claim.)
 

Our review of the IIS findings appears to confirm our belief that
 

monitoring of thisloan 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
 

assure that all appropriate measures
of their recommendations in order to 

These measures
 are taken to guard against the misuse of A.I.D. funds. 


will be in effect under the second loan and should assure better 
moni­

toring results.
 

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

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
 

there is room for the Financiera
plans in the Dominican Republic shows th& 


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
 

our opinion that the Financiera has sufficient flexibility
of this it is 

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.
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ANNEX I, Page 2 of 3
 
Exhibit A, Page 2 of 2
 

PAGE 4',O STATE 072002 UNCLAS CONr.NOL 099 

4.. SPECIFiC OUESTIONS WITH ,iESPECT TOUrUSM PROGRAM AS FOLLOUS(FO, COVEriAGE IN EVENTUAL TOU, ISM LOAN PAPE,,): 
A,: IR, IND!CArES PROPOSEDO'4_5 ,MILLION TO BEREGARD TO ANY SPEN ',"WiTHOUTOVERALL PLAN bI PRO"C'AMI. DOES GODrI HAVE ANYSPECIFIC PLAN Oil PROGRAM TO PRO40TE THIS SECTO--?INTEND iNVEST IN PRO DOES ITOruN DEVELOPMENT TH1S SECTO;? H0l'oDOES IT INITEND USE STUDIES MEN,'i ONED IN RR? CAN -1,5 MILLIONAID PROGRAM REALLY t3E EFFECTIVE 
EFFO{r ON BEHALF 

iN ABSENCE CONCEif<O F!NANC',ALGOD, AND NEW INCENTIVES 'TO FOiRE IN ANDLOCAL INVESTOWS? 

0, ','OULD ANY OF PROPOSED ';5 %4ILLION BE USED FOR PU,'CHASE
.REAL ESTATE? 

C. A D/id ,wOULD APPRECIATE MO RE DETAILED EXPLANATiONUSA3D FEELS ELENDING TO ,OVERNMJ w*HY
r-OINED ENTE, pPISES,%- ECSSAiiY UNDER 1I GHTTHE TOU-iSM PlO%,;AM, THIS -EPRESENTSCO,'PLETE ,iEVErSAL PRIOR POL!CYo 

5.. 
 PLEASE ADVISE TIMING LOAN PAPEi SUBMISSION,
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ANMEX I, Page 3 of 3
 
Exhibit B, Page 1 of 1
 

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 adminis­
tration has improved consistently. Finally, of 218 loans approved none
 
are delinquent.
 

..
 

John P. Roblnson
 

June 10, 1969
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AID-DLc/P-81 ikAEEXhI, Page 1 of 52SExhibit A, Page 1 of 1 

41TO DOMINGO, R. 0.

1 JUt 12 
"APO 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 9th., 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 Econ6mico (FIDE), under the admi­
nistration of the Department of International Agreements of this 
Bank. 

I nake 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. 

I aope this will fullfil the request made in the last paragraph of 
your letter. 

S0' e. H-Fer 

G/overn 
"z.dez 

rEnoCentr.a!. U'l 

DHF 
Dominicana 

R-C/gcl. 

"COURTESY ,4LOvV
 
(Original (Il Spanich) in LA/MR Official N1nn)
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ANEX II , Page 4 of 52 
Exhibit .C Page . of 7 

FIDE LOAN OPERATIONS
 

May 1966- March 1969.'
 

Page
 

2 FIDE Loan Approvals, by month
 

3. FIDE Loan Approvals, by geographical distribution
 

4 FIDE Loan Approvals, by Economic Sector and Source of Funds
 

5 FIDE Loan Approvals, by Intermediary and Source of Funds
 

6 Appraisal of Sodais-Economic Effedtiq
 

7 FIDE Disbursements
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FIDE LOAN APPROVALS
 

H 0 N T H S No. 
1966 

Amount No. 
1967 

Amount 
1968 

No. Amount 
. 

No. 
1969 

Amount 
TO T A L 

No. Amount 

January 
February 
K{arch 
April 
Yay 
June 
July 
August 
Sept='er 
October 
November 
Dacenber 

-

-

-

-

3 
1 
-
4 
4 
3 
2 
6 

23 

- 4 
1 

- 6 
- 1 

254,632.20 24 
67,710.00 4 

- 21 
445,534.69 6 
295,707.32 14 
665,000.00 7 
220,358.39 18 
573,510.53 2 

2,522,453.13 108 

500,028.84 
72,587.50 

409,202.67 
120,402.00 

1,640,862.80 
61,193.00 

793,552.45 
177,011.50 
857,997.71 
168,280.00 
890,751.42 
260 646.32 

5,952,516.21 

8 
5 
7 
9 
7 
9 
9 
6 
6 
4 
3 
5 

78 

314,687.12 
484,485.17 
242,257.67 

1,030,713.11 
625,702.40 
830,732.00 
350,702.55 
229,220.00 
130,574.59 
83,659.50 

191,000.00 
513,236.75 

5,027,020.86 

6 
4 
9 
3 
-
-
-
-
-
-
-
-

19 

150,583.14 
63,230.00 

504,610.54 
251,149.97 

2/650,000.00 
-
-
-
-
-
-
-

718,423.68 

18 
10 
22 
10 
34 
14 
30 
16 
24 
14 
'3 
13 

228 

965,299.10 
620,302.67 

1,156,070.88 
1,151,115.11 
2,521,197.40 
959,635.00 

1,144,255.00 
851,766.19 

1,284,279.62 
916,939.50 

1,302,109.81 
1,347,443.60 

14,220,413.88 

LESS: 

Cancelha cns 2 86,341.81 2 36,515.00 5 190,514.00 1 99,000.00 10 412,370.81 

Decreases - 613,11 - 63,137.00 - 70,101.47 - 5,090.24 i1) 138,941.82 
- 86,954.92 - 99,652.00 - 260,615.47 - 104,090.24 - 551,312.63 

0UTSTAhDING 21 2,435,498.21 106 5,852,864.21 73 4,766,405.39 18 614,333.44 218 13,669,101.25 

1/ First fifteen days of May. 

o 0 



UNCLMASSIFED 
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FIDE LOAN APPROVALS Exhibit C, Page 3 of 7 

CLASSIFIED BY REGIONS & PROVINCES 

May 1966 - March 1969 

Regions and 
Provinces Amount of Loans Value of Loans 

No. % Amount 

,0203,818.21 

Santo Domingo 153 9,894,141.01
 
Peravia 3 157,022.27
 
San Cristobal 6 152,654.93
 

REGION CENTRAL 162 O74.3% 74.6%
 

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
 

-
Dajab6n 
Montecristi 
Santiago Rodriguez 
Valverde -

REGION DEL YUNA 10 4.6% 590,114.75 4.3%
 
Puarte "3 
 -108,536.75
 

Sanchez Ramirez 1 10,000.00
 
La Vega 6 471,578.00
 
Samana
 
Marla Trinidad Sanchez
 
Salcedo 


YAQUE DEL SUR 6 2.8% 112,945.55 1.6%
 
Barahona 2 125,000.00
 
San Juan 3 57,296.56
 
Elas Pifia --

Bahoruco
 
Independencia
 
Azua 1 30,648.99
 
Pedernales - -


REGION DEL ESTE 11 5.0% 486Pi17.53 3.6%
 
El Seibo 2 25,044.32
 
San Pedro de Itacoris 2 21,073.21
 
La Altagracia 4 393,000.00
 
La Romana 3 -42,00.00 

TOTALS 218 100.0% 13.660.1o1.25 100.0%
 

http:13.660.1o1.25
http:42,00.00
http:393,000.00
http:21,073.21
http:25,044.32
http:486Pi17.53
http:30,648.99
http:57,296.56
http:125,000.00
http:112,945.55
http:471,578.00
http:10,000.00
http:108,536.75
http:590,114.75
http:131,000.00
http:155,000.00
http:1,890,105.21
http:2,176,105.21
http:152,654.93
http:157,022.27
http:9,894,141.01
http:0203,818.21


FIDE LOAN APPROVALS 

GTASSIFIED BY ECONOMIC SECTOR 
ANTD SOURCE OF FUNDS 
'ILay 1966-March 1969 

LASSIFIED 

S E C T 0 R S 

No. of 

Loans 
_ __ __ _ __ 

TOTAL 

$ 
_ _$ 

% AID 
$ 

S 0 U R 

BID 

C E S 

BC$ 
MMNU:ACTURE 

UW.ACTI TRE (WORK-
PG C PITAL) 

AG-RICJLTU & CATTLE 

92 

15 

2 

9,413,886.21 

660,355.41 

110,000.00 

68.9 

4.8 

0.8 

3,912,434.93 

448,300.00 

90,000.00 

4,579,058.77 

-20,000.00 

922,392.51 

212,055.41 

TRA&NS ORTATION .... 

2 217,612.00 1.6 217,612.0 -

EDUCAlTON 22 756,148.80 5.5 - - 756,148.80 

_ "ALT- 64 1,960,339.38 14.3 287,000.00 - 1,673,339.38 

ARTIE ':N IDUSTRY 8 32,251.97 0.3 - - 32,251.97 

SE1Nv:2S 10 372,858.49 2.7 77,836.00 40,807.50 254,214.99 

TOURL_! 

T 0 T A L S 

3 

218 

145,548.99 

13,669,101.25 

1.1 

100.0 

115,000.00 

5,148,182.93 

- 30,648.99 

4,619,866.27 3,901,052.05 

TYPOE :-7 CURRENCY: 

.creign 

Lczal 

7,080,859.07 

.6,588,242.18 

51.8 

48.2 

2,818,891.18 

2,329,291.75 

3,083,820.83 1,178,147.06 

1,536,045.44 2,722,904.9 

O 

00.-

Oi
"I 



UNCLASSIFIED
 

FIDE LOAN APPROVALS 

CLASSIFIED BY INTERMEDIARY INSTITUTIONS 
AND SOURCE May 1966 - March 1969 

OUTSTANDINGS AID BCBID 

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 

Corporaci6n 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 Agrlcola 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 ­

43 4,619,866.27 130 3,901,052.05
218 13,669,101.25 55 5,148,182.93 


2/ Tai
 

I/ The number of outstanding loans to date is 218, but, according 2/ The original loan of $5.0 million granted
 

to the source of funds it shows 22S; this is due to the approval yover saidhaS beenomrepresents repaymThe exces
 

of ten loans financed from two 
oe s 

o0
sources. 

ceived from subloans made from the original 

AID loan of $5 million. o 

http:5,148,182.93
http:13,669,101.25
http:3,901,052.05
http:4,619,866.27
http:150,000.00
http:150,000.00
http:400,000.00
http:270,000.00
http:670,000.00


APPRAISAL OF SOCIO-ECONOMIC EFFECTS
 

FIDE LOANS FROM MAY 1966 TO MARCH 1969
 

Mobilization Increased Increaseu A%.L=a0=U % 

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 69,033.79 - 18 - 166,516.08 

SERVICES 10 436,252.24 - 77 -­ 539,158.89 

TOURISM 3 222,688.01 - 32 - - 54 138,102.85 

TO0T A LS 218 17,164,546.85 15,458,060.33 4,631 516 5,097 54 20,835,153.28~ 

UNCLASSIFIED C 

o'o 

0 



FIDE DISBURSEMENTS 

CLASSIFIED BY INTERMEDIARY INSTITUTIONS 
ND SOURCE May 1966 - March 1969 

Amount Total of Total of Dis. 
No. of of Disbursements Performed Disburse- bursements t 

I,=-MfED-IRY INSTITUTIONS Loans Loans AID BID BC ments be performed 

Banco 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 

Banco Popular Dominicano 62 5,245,940.28 1,810,730.08 1,975,361.01 1,361,109.61 5,147,200.70 98,739.58 

Corporaci6a Fomento Industrial 54 2,493,724.87 975,423.16 880,472.60 220,569.59 2,076,465.35 417,259.52 

Banco Nacional, S.A. 4 40,343.00 14,343.00 - 26,000.00 40,343.00 -

Banco Agrfcola de la RD 2 390,000.00 290,000.00 - 290,000.00 100,000.00 

First National City Bank 1 85,000.00 - 85,000.00 - 85,000.00 -

The Chase :_nhattan Bank 2 550,000.00 250,000.00 - - 250,000.00 300,000.00 

The Royal ank of Canada 4 670,000.00 264,104.28 358,065.00 622,169.28 47,830.72 

The Bank of Noua Scotia 1 150M000.00 - 83,534.33 83,534.33 66,465.67 

T 0 T A L S 218 13,669,101.25 4,837,695.47 4,005,489.95 2,907,948.231U,751,133.65 1,917,967.60 

Slot. 
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thepoCl. dcla ' f i" ) T pr...c woul" 
b e whrch CnSanti Dominro,-is a­.crdo its legaltdomieo do 
State agency which was catablihi dby aw 1529 ofwhctob er h7
It ds "rnoly
governed by LDw 6142 of Dcetic- 29, 1962,Ias anmied 
by Law 46 of November 9, 19655, and Law 50 of Novhmber1, 1965 o :'
BC Temne oudb channeled thog the! bking syte" to 


hedntly wich asts lnegainie in Sandopoir o, cotac
 
r• ' The BORD enjoys complete autonomy,-guarantced b.y:... : .;""
the C 'onstitution, ;,of the Dominc n Republic, and possesses juridical personality, in-


Functiona of theBCRD, Under Article 4 of ltCharter Law, 6e5
 

functions of the BCRD include, among others: 

1. in the domestic field: (a) to ensure thn rmiJ.tenance of the 
domestii value of the national currency; (b) to promote the 
stability and progressive developmntn of the. national economy; , 
(c) to ensure that means of paymvni aud credit policy arc in 
line with the tcripo of productive ativity, and (d) to ensure 
proper distribution of credit; 

2. in the international field: (a) to maintain the external value 
and convertibility of the national currency; (b) to conserve
 

. and manage the country's ivtcruationd 1~snutary reervesn
 
(c) to foster the nnintenaonl or ru-ect %blichnent of the 
country's international economic uilibrium... 

Anrorain Articletfl o it Cl xL"11 the BCRD des notAnnprovdtdocc %0tl Hin iIb ltcnnlin ~engage ini 0~.~c 
. 

e rtosi.t* i '.t n b-~s~credit qporntitvnn 01 Ounh ,th,- pblic 110 lir'acto. buklng ad fi'' 

progr=r umuhir cuiidration , vl -tL3somriLi Thknll flL'.T~
 
f romi Lhoe lo. 010y tak o h1M.,nr
nkoLhl:ugr 
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UNCIASSIFIED
 
ANNEX II,Page 13 of 52
Exhibit D, Page 3 of 14 

Financial Position
 

1. Capital. The paid-up capital of the BCRD amot 
valent of US$700,000. It is represented by certificates issued by
by the BCRD in the name of the Dominican Republic and dcepositcd with 
its Treasury Department, pursuant to Article 6 of Law 6142. 
The
 
capital can be increased by resolution of the flonotary Board.
 

2. Assets, liabilities and reserves. The following are the condensed 

financial statements ao of December 31, 1966, 1967 and 1968: 

(Equivalents in thousando of US$) I/
 

Assets 
 1956 1C,'7 19[8 
$ 

Gold and deposits, 
foreign currency 52,205 22.1 41,255 17.6 44,875 17.3 

Participationo in 
international 
agencies 24,935 10.5 27,166 11.7 29,398 11.4 

Advances and re­
discounts 
Investments 
Other assets 

Total 

60,177 
70,544 

_27761 
235,622 

25.6 
30.1 
11.7 

100.0 

31,788 
120,805 
12.385 

2331399 

13.7 
51.7 
5.3 

100.0 

41,315 
127,375 
16,474 
L251431 

16.0 
49.0 
6.3 

100.0 

Liabilities 

Monetary issue 106,597 45.3 113,776 48.7 132,392 52.9 
Special accounts and 
deposits and obli­
gations in Douniican 
currency 66,670 28.2 62,283 26.7 66,268 25.5 

Foreign exchange
obligations 48,809 

Net worth accounts 2/13,5!16 
20.8 
5.7 

40,050 
16.4-0 

17.6 
7.0 

33,050 
21 927 

13.1 
8.5 

Total 235,22 100.0 23.J 9 100.0 259,437 100.0 

Yi/ Us$1.00 - PI.OO 
2/ Iucluv.!c tbe cqui',.tut of U^$300,0V0 nnn f., cd to tho FIDZ for cIch 

of hiCLASSIrItD 



ANNEX I1, Page 14 of 52
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There has boon a notable increase in not worth accounts, as the
 

following table shows:
 

(Equivalauto in thousands of US$)
 

Account 	 1966 1967 1968
 

Reserve of Securitiea Re- 1,792 1,792 1,340
 
gulation Fund
 

.FIDE 300 300 300 
Capital 700 700 700 
General Reserve 6,486 6,486 4,170 
Reserve for lncrense in 
Capital 491 491 1,423 

Other asset Accounts(intercat 
receivabla, vurp.uo,etc) 3 6.721 13,986 

Total 13L546 6 2,927 

Coefficient 100 	 122 162
 

3. Income rnd e neccount. The Income end r pendituro
 
Accounts for the Ficcat yera cended Decembar 31, 1966, 1967 and 1960
 
are as follows:
 

OperStinQ Income 1/ 1966 1967 1968
 
Interest and discounts
 
earned 3,519 2,708 1,839
 

Commission 96 89 99
 
Other income - 437 436 2/
 
Income of previous yearn 6 4
 

3,621 3,2383,8
 
Ope	rt~i~n 'xpenditt-re
 

InterceJt paid 1,994 1,802 1,496
 
Contribution to pension
 
fund 93 104 103
 

General expenses 1,155 1,299 1,464
 
Expenses of previous yenrn 2 5 11
 

3,244 3.210
 
Net surplus for the ynr 377 28 911
 

l1/ 	1;yrC~o.uL1oio L.il-;..k" ,urd adopLed on lJecem~ber 30, 1965, the 
earnings basis wan replaced by the receipts bnnitn in income accounting 
from 1966 onwnrdn. 
2/ Inclutl'n RD^4t6,000 repr(, intir, th.. d.ff-rnrn bntivcen the fnee n.n 
of tie series of vota inu,:d niud L13o nrlintttO rt.u-lly lInid th.2r holders 
who trndod theon. nrlor to tlwlr innturitv tint. finr in w 4amntin. 
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Net earnings in fiscal 1968 were almost 33 times the 1967 figure. 
This is attributable to the action taken by the BCRD during the 
second half of 1968 to'reduce the volume of arrears on its loan port­
folio. The inspectiou of the BCRD made by the Superintendency of 
Banks on June 17, i968, revealed that overdue obligations of the 
Banco de Reserva and the Banco Agrlcola aecllantd for 82% of the 
BCRD's total loan portfolio. Since so:ue of thcse obligations had been 
overdue since 1964, the Superintendency rccomiended that action be 
taken to obtain payment or to negotiate chif rciewatl. 

The figure of nit carningrs for 1963 of FP)911.000 results in part 
from the i.nlo.usion :,s inronm of that y,"': ,.' i'r_'.st collected in 
1968 but Oi', in 'tcvi_,:,yc::, iu.",,iL '•, c income recorded 
in 1968 includes the sum of RD$426,000 a- th.i equivalent of 50% of 
the profit obtained through the wjJ:hd.V,.,l ef tes 

,v of I(,iV)C 1 iD$40.1 million 
1963 to RD$.8.9 .,;..on in 1967. T. " . i.L*t from 1963 the 
international arlets of the BCRD crc rtron*. .y f.(ctcd when gold and 
exchange obligaticm increased by 502.7% hile int',,rnational assets 

increased by only 13.4%. 

The net tvoncn:vy .,..., hir r,. 171.c.-- it-, 

The falls in net monetary reserves are tracc:..ble in large measure 
to a policy of enpznsion carried out by the Tri'r.irate between 
September 1963 and Au'gust 1964; the Jattar multh l, beginning.ired the 
of a period of na4juotj:,nt and auterity thm r4fn:t:r of Which arc still 
being felt. Inditinn., i resyponc ,o a .on of delayed 
collcctic'o'; tlhxt lr'-,Iv ;rionLtcd 'o r:.' )! ',7'0 million as of 

or , a d ,xthe mid-di 1-.At 11('1,j) n,,ade , (20 rti.lion against 

" Fund li ,-" of. them 
keeping then up ,e. BCfIT j 1r- b from 
the Intcr ti....J.cr..' nry with ol i":-.., bringing and 

to tol 'llm 15.vo..... bii. --. U:;"$30 illionli at o 

foreign co'.a-ri:ircl. ,Ws and US$6. I .,n f:om Li,, Stabilization 
Fund of the Uiitc,.l CtL;it:en Treac.vry. J/ 

Over tlve .n.' p'::1 eci (iOf3--i967) , :;: oa the BCRX) in­
creased at an annual ';,.'erarerate of 7-21.addition, a reso­it by 
lution adoptCd o, Ja'",y 18, 1967 .its. I,.2:7 ,_:destablishcd a 
newi cafli i ' K t '' ''ne o credit- ,!micn . ,_, to 

import:ers --I': .,.*.reh u 1'1J6 . - , tipulated that 

increass i .i., it. of -;.I:r c resources, tile r iheir 
availab.l.e fi r,,,<' m-'lfv wm d ,_':: .... :oduetive sectors or, 

... the : "ina the first 

tim.. .. izhcd in tha7:'..121.:abl 


fU.t,,' -:,. If: :: v C:,r',ia f: ,oi i" l.." ,, ,,' .!Io'tEniann (1957-67)" 

Je r'I " '"q ' ! , April 19613, 
CulltI~cv 1''; A .i...t_ i1 ti.L.I. 

http:ti....J.cr
http:i'r_'.st


--- 

Co~pod emes ofsve 

' t.k2 ani4i;f:' ,' A~ 

:The Governo r odyhof the CRD,l ochit: eor -Lite Dfoard, i 	 '< 

probity annl experience in oriking ';ih noledyeI n I of 
1~economic and monctary affairs or v;ith c:-qiurioncc in mtern 

relating to production, Tach ibnational 	 with respective 
-alternate. 

The Governor iofthe isvCRO 'itschif Pepcutiv officer and is
responsible for the direction and nuprvinioit of ita Iffairs. ,rlieU 	 isappointed by the Executive Branch for a term of three years and
may-be reappointed at the endof each term. There is a Vice Governor,

Salso appointed by the Executive Branch, and subject to the ame 
conditions as apply to the Governor, who replaces the latter in his
absence. 

4,. The Monzetary Board fixes and directs the BCRD's monetary, credit
 
and exchange 
 policies. Among other funct ons, tie Mhonetary Boardformulaters and nubrito to the ExacutIve flrnuch for approvul 'thle ne­
cnssary regulatio for implemontation of the Charter Law of tei
BC.D, til-Honctary Lau and the Geural Lnw or,Danko, thleiues regu­lains, governing rc-,toperations and thei fy-Lawn of the BCIW,and fixes the inte.-cat rates that may be charged by bnnks-and other A.credit institutions. 

Without prejudice to the functiona nuni.gncd to tie Mlone tary Board
* 	 and to the Gover'nor of the DCID, the hieit direction and intiernl * * 

administration of the BCRD are entrusted 1o theli-iager, who is the
Head of tha Bank's I'eraozn. 'rte. Ianire) Ilo reoponoible, for directinl"e %f
the c, ecutio of the operations of the tlank in confor ity it 'it '­
By-Laws, v;liici are handed down by resolutii of tLe higher aut..oriti;o 
of the Bank. 

Thepresent organization of tile DCflJ) ilnelu.] h eprn~t of', j
-<Economic Sttidica il 	 1ntnVnA'J'Otil1 A? tchI FC wich 411tc-d .''by. 	a'Dtrector'. 4fhc )D,:we1t of 4 Able Th4t.t reopi 

a--taltiatics andit iudics rwlulrcdbyLi 1w 	 L0:w t 
4~~Lv 'o rd Iaor: the£ u ttnv~~~' of 	 its4 fillril1 ka oiis 
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The Department of International Agreements is responsible for
 
administering and operating the Fondo de Inversiones pars el Desa­
wollo Econ6mico (FIDE), and would accordingly assume direct internal
 
responsibility for the execution of the AID loan.
 

Department of International Agreements
 

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 institutions.
 

The functions of the Department of International Agreements include
 
the review, from the technical, economic, financial, legal and organi­
zational points o view, of.evaluation studies of projects submitted
 
by the intermediary institutions, with a view to the selection of
 
those capable of contributing most effectively t the country's economic
 
development in accordance with the priority criteria laid down.
 

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

These three divisions are provided with 16 professionals and the
 
corresponding support and secretarial staff. The present organization
 
of the Department of International Agreements is sufficient to mecc
 
objectives. The staff is adequate in size, and its technical offi4inls
 
possess satisfactory academic training and kncrledge in the field of
 
project selection and evaluation.
 

The Department is at present receiving technical assistance from
 
the Central American Institute for Industrial Research and Technology
 
(ICAITI), whone services have been contracted out of the technical
 
assistance portion of IDB Loan 54/SF-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 intermediary institutions, and (3) the identi­
fication of invcstment opportunities and the evaluation of irdustrial
 
projects in the private sector for promotion by the Department.
 

The Dcpirtient has ret up a Coerdinating Co.-ittee composed of the 
Director of the |.)P r::,ant r-1 thi Ch.et of the Technical Divisiom3, 
with thn tn7?: of r: V'-v th-'!'n tJ .,--nts thnt are to be et'-'x~d 

tiono. 
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The Loan Committee 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, %ho
 
is its Chairman, the Manager of the UCRD, and the Director of the

Department of Economic Studies. 
The Director of the Department of
 
International Agreements acts as Secretary of the Committee, with the
 
right to speak but not to vote.
 

The Fonda de Inversiones pars el Desarrollo Econ6mico (FIDE)
 

The resources of FIDE are obtained from (A) 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
nitt duration. Since it 
was set up as part of BCRD, it does not possess

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 Agreements, as admi­
nistrator of FIDE. The regulations of FIDE are contained in a resolu­
tion issued by the Monetary Board on January 27, 1966.
 

The procedures wed 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 theresources 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
 
activities closely linked to the expansion of those sectors, ouch
 
as services to industry and agriculture, handicrafts and small
 
industry, education, health-and hotel establishments. These ob­
jectives are accomplished through:
 

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

b. the utilizntion of the funds it obtains on the regional cri 
internatioual cc pital Larkzta and the other resources avaiiable
 
to it for the financing of the country'o economic developeont;
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C.- the stimulation of -private invost.rti,'-nt in rojects, enter. ...! 
rite-an ~ nd:aponrlat co~niut.n'a to economic develop­

ment; 	 ­

d. promotion of the contracting. of Lc1clical. nn.sistance services 
for the prePr tion, financivp :and eecLioi.of development 

­

programs and projcts, including the ntudy of. prioritiesan
the 	 formulation of proposals on~cIf-c projectzA; 

a. the c anneling and appropriate itizaion of all types of
financial and technical asointanhce availabie from regional
and inLernational agencirs. 

2. 	 Resources: The FIDE does not po.scso resources of its own. It 
risnot empowered to make venture -cpitl: investments or to- grant'

direct loans, and its operations ar~e conducted through the 
Dominican financial interinediarien [bat have been auLliorized 

* 	 by special agremEt to oparate- aor Lh intermediary intitu­
tions, herefore, the FIDE cnstituc an additional saource of
credit funds withinrn the BUTy thL tey are able to call upon to 
an extent baned not on capital accouats or un the calls they. can 
make on third parties, but on the individual capacity of each 
intermediary to channel dvelopnicnt projects within the framework 
of the policy of the FIDE. 

3. IDIdZat: The VIDE does not have a sepnrate budgetary system.
Therefore, Clio Department of ln tnrla tional Agreements 'has adop ted 
a budgetary systemj to meetL its rqivnuu 

However, the resolution adoptad by tho lfonetary Bloard at its
* 	 meeting of April 7, 1965, by v'hieh the Dc;pnrment of InternationalS•Agreements 	 was etablislied, p!IovidC3 tha initially tile costs 

incurred by the UCIW for the. aitutcntncc of that Department shall
be defrayed out of the commissions and int~erest charged- by the
DCRD for the adi:iotration of'.iorna:iinnl loans contracted ape­
cifically for relending through lie FIDE. 

4. _Regula"..tionn of thn FIDE: As ind.icac. in subparagraph (1.) above,
reguilatioina jgoV(CL1lig thec FIDE wore zipprolicd by the flonetary Boardby resolution of January 27, 1'66. Subsiuentiy in response to
teneed to uco a s-yncm of intcrm !UnXy riitutions for tile -	 . rdni g of loans to o iend-borro w -o' out f FIDE resurces'it-Wan 

. .. . t o. . . Yae...AM.... o. i YonsL r.. 

relat ti 60i 	 1 
5'11 5-aU3 
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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 II-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. 

5. 	 Accounting and Audit System: Although the accounts of FIDE are 
kept scparately from those of the BCRD, there are links with the
 
BCRD's general accounting system. Hanual accounting is used and 
is considered satisfactory, since mechanized accounting is not 
necessary so long as the FIDE contintesto operate exclusively with
 
intermlcdiary credit institutions. The statistical data relative 
to 	the borrowers is tabulated on IBM imachines. 

All operations of FIDE are recorded by means of a system of
 
accounts that permits analytical identification at any stage of
 
the loan, of the source of its financing, the amount disbursed,

the interest paid, and so on. 
 Tbis tstem provides sufficient
 
detail and adequate analytical breakdown.
 

Since the resources of the FIDE form an integral and juridi­
cally inseparable part of the assets of the LCRD, the internal
 
auditing is the responsibility of the EC.ID's own Auditing Depart­
ment, which must carry out a semiansual audit. Furthermore, the 
annual financial sLatements of both hLe IICRD and the FIDE are
audited by the Superintendency of flmmla, an agency of the Ministry
of Finance, pursuant to powers conferrcd by the General Law on Banks. 

In order to provide for suitable certification of the accounting
statements of the credit operation3 conducted with the proceeds
of the loan now proposed, it has bcon o ,rcd with the authorities 
of the BCRD and of the VIDE that tiese statements shall also be
certified by a firm of independent puhlic auditors, a local firm 
who are associates of Peat, Marwick & Hlitcell. 

6. 	 Structure and Finnncial Position: A- pr,"viounly stated, the FiDE 
does not possejs juridical personality, ad the only reason for 
its establishment as an individual tit in the desirability of 
maintainfil separate accounts fo:- ti ,'r fmnction entrusted !o
the DTiparv:1int of Interontioal .:.r.., xhich possess charac­

tt'r- 4 Jm'mI'*r'*p'iUr;C i::' timos that C~tis tedLi!;j A 


prior to the estnblishncmnlL of the ll.fl;.
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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 FIDE. 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 January 18, 1967, the BCRD authorized the trarfor
 
of up to US$5 million to the FIDE, in installments that would be

determined by the timetable 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 nerved by the
 
resources of the above-mentned AID and IDB loans, such an health,

education, tourism, services to agriculture and education, working

capital for small and medium-sized industrial and agricultural
 
enterprises, etc.
 

Condensed Balance Sheets
 

(Equivalents in thousands of US$)1/
 
Assets December 31, 

$ 
1966 2/ December 31, 1967 

-z -$ _ 
December 3 1, 1961 

_ 

Current 
Short-term receivables 
Long-term receiva­
bles 3/ 

39.3 
2.0 

643.3 
684.6 

5.7 
0.3 

94.0
100.0 

237.8 
8.9 4/ 

5,406.4
5,653.1 

4.2 
0.2 

95.6 
100.------

1,654.3 
5.5 4/ 

9,596.2 5/
25 .' 

14.6 
0.1 

85.3 
-jco. 

Liabilities
 

Short-term 
 424.9 62.1 1,020.7 18.0 1,252.4

Long-term 
 300.0 43.8 4,684.5 82.9 10,009.2 C3.9
 
Deferred 
 2.0 0.3 
 - - 4.7
Fund balance 	 (42.3) (6.2) (52.1) 
 (0.9) (10.3) ­

684.6 100.0 5.653.1 100.0 11,256.0 1 0.0 

I/ Rate of exchange: US$1 - D$1 
2/ The FIDE be!-'n op)rntloni on !",v 1, 1966. 
3/ Long-term receivables are the amounts actually disbursed and outstanding.
4/ An of December 31, 1967 and 1968, short-term receivables include an amount of


US$93 which appears in the balnnce sheets of FIDE under "Other Assets".5/ 	 Includes the equivalent of US$38,275 for technical rasiotnnce to be proviedc Ly
the Central Amcrican Institute for Industrial Rcsenrch and Teehnlnov. 

11.1 
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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 sixteen 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 years between 85% and 
95% of the assets were applied to long-term credit operations autho­
rized by the FIDE.
 

Income and Expenditure Stntement (Period ending Docember 31)
 

Operating Income 1966 1967 1968 

Loan interest 
Interest earned during 
grace period 

Commission for late 
withdrawal 

Total 

630 

-
630 

21,973 

118,809 

39701 
144,483 

164,258 

181,422 

.345,680 

Operating Expenditure 

Interest on AID loan 
Interest and other charg
on IDB loan 
Inspection and super­
vision (IDB) 
Tebhnical asoistance(ICAI
Administrative expenses 
Promotional expennes 
Technical annistnnce 

312 
es 

17,055 

-
TI) -
24,899 

625 

11,476 

53,750 

7,500 
-

64,585 
1,877 

33,274 

103,850 

10,000 
38,275 
88,570 
4,210 

expenses 
General expenses 

Total W 

-
-

-
15 149 

291 
_25,467 
303,937 

Not sufplus (deficit)
for the year (42,261) (%054) (41,743) 
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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 US$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 vubloans had reached a sufficient volume so
 
that the interest due on them would exceed the administrative expenses

of FIDE, 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:
 

a. FIDE's liquidity position may be described as satisfactory;
 

b. the loan portfolio shows a satisfactory degree of collectibility
 
and an absence of repayment arrears;
 

c. operating expenses represent 1.3% of outstanding loans, which is
 
a satisfactory ratio;
 

d. the net losses suffered 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 substantial 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 Jnnuary 18, 
1967 resolution of
 
the Monetary Board. 
 This resolution specifies 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 lending operations on May 1, 
1966, to December 31, 1968, FIDE approved 200 subloans totaling

the equivalent of US$13,054,768 1/ out of the resources of the IDD
 

I/ This figure does not include the Loutribution of the sub-borrowers.
 
Actually, 209 subloana for the equivalent of US$13,501,990 were
 
approved, but 9 of theoe, for the cquivdneiti of US$447,222, were
 
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 months 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 ofthe 187 subloau 
approved as of July 31, 1968:
 

(Equivalent in US$)
 
Number
 

Size of Loan of loans %
 
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
 

8. General Credit Policy of FIDE: To meet the objectives of FIDE,
 
the Department of International Agreements evaluates the economic
 
merits of private-sector projects submitted to FIDE for financing
 
on the basin cE the following criteria: (a) replacement of imports,

and establishment of new sources of foreign exchange earnings;

(b) expansion of the exchange-earning capacity of existing export 
lines; (c) expansion of domestic production and improvement of
 
productivity, through the establishment of ,cw lines of production 
thaL une domestic raw materials and introduce technological

advances, and (d) the elimination of bottlenecka in the domestic 
production of goods and services.
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(in mdllions of dollars) "" 

1964 1966 1967 1968 1969
 
Trade balance I '' -23.0 -42.9 -30.9 -40.9 1i 46.4 kExports 1 179.4 "124.0_.Imports 02.42/ 1-3.8 1-3.-4 , 172.rs 
 202.4/-166.9 -174.7 '
1 -194.3 -219.0
Services -65.6 -51.3 -54.1 
 -48.4 -50.6Transfers,2.9 1.4 3.0 
 3.9 4.0 

urrent balance . 85.7' -92.8 -82.0 85.4 -93.0;
 

Direct investment 11.5 12.0 
 15.0 17.0 £,40.0

External assistance
 
direct import financing 
 ' 8.1. 17.7. 23.. 23.5I ' , 25. - . -j


AID ... ID. .,-
--

(2 .
(3.0) (2.2) (3.0) (5.9) 'AID TA & Peace Corps (8.2) '(5.5) (8.4) (5.8) (5.8)Eximbank i (2.0) (3.5) (6.1) (5.6) (5.1)IDB 
I (0.6) (0.1) (1.9) (2.3) (2.5)PL-480 Vola's etc. 
 (7.3) (5.6) (5.0) ., (6.8) (6.0)Other capital movnents 
 0.5 3.8 Q.1 
 15.2 4.4
loan aortization 
 ,. -1.6 -8.2 -7.3 -8.9 -9.9 ,.. ' Errors and omissions 
 0.2 6 -2.9 ­

* Deficit financed .5 .0 ,71.1574 57. (33.2) •37.1 
,ibternalassistance: local coat 
 :13.6 59.6 
 37.3AID 9.6
9 30.5 94.4 3.5 18.1

of which: SA 
 , (4.4) (280) (23.3) (7.5) (10.0)AID Emergency Grant Progrm 
 -- 13.3 . -IDB . . _ 1.5 1.2 '2.0 2.5 .Special Sxjar Allocation I _ 14.3 12,8 9.5 6.5PL-480 Title I '.4.0 - 10.7 10.2 

Mcnetary institutions (net) 43.8 11.5 14.2 1.6 -14.3Comercial bInks " '' - Z -22.9.. ib -- e (decrease 9.2 -3.026.0 -9.7 _'476 8.5 ese 3.7 1.3 -1.7 0.7 
-3.0(edtecr 
-­

,Liabilities 14.1(decrease Y9)) 19.90 11.3 -7.6 -11.3-- -4.0 1
"-3---­
': -3 .1--- -0" . : ' ' ' - -7.'-

: Bank consortiun " 30.0 -7.5 -3.5 0.1 -7,3
U.S. Treasury 3.8 -3.0 -1.5 ­* Arrears ", . -29.0 16.9 8.5 2.9 --Assets. 

Gap' 
.- 5.7 6.9 
 10.9 -3.6


" i ... . ' ": , , 
.7. -. In 

IMport, figurea for these years include an eotiinat for comtraband, : .I 
NOTES SubJoct to further ravjlon. ,,,' I . ' ' " , .', . ' ; ' , ' • ' t ' " ' ' " : , ' 
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N=: Other capital movements 
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Summary of Central Bank Reserve
 
Requirements on Commercial Banks
 

A. Basic Reserve Requirement 

-Savings and Time Sight Special F/X deposits
 

Required ResL 
 30% 	 50% 
 100%
 

B. Incentives Relate. -3agic Reserve Requirement
 

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

2. If 60% of credit to productive sector a /, total required reserve reduced, by 10%
 
3. If 70% of credit to productive sector,- total required reserve reduced by 15%
4. Up to 45% of required reserves 
can be held in GODR bonds, but such bonds cannot
equal more than 50% of bank's portfolio.
 

C. Marginal Reserve Requirements 

1. 	Required reserves for increas a in domestic liabilities over level of these 
liabilities on March 3, 1967b/ 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 iQ the deficiency is invested in 
following manner: 

(1) 	 in a special current account in the Central Bank which pays 2% 
interest 
 20%
 

(2) 	credit to the productive sector 
 45%
 
(3) 	credit to commercial sector 
 20j


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 manner: 

(1) 	 in a special current account in the Central Bank which pays 2% 
interest 
 55%
 

(2) 	credit to the productive sector 
 20%
 
Total 75% 

Unified
 
D. Alternative/RYeuired Reserve Systems
 

Commercial banks may apply a single required reserve syatem to all their liabilities
 
as follows:
 

(a) 	 on savings, time and special deposits:
15% Jn cash in vnultu oL dcapoolted Ja Whe (knural Bank 
10% in the special current account in the Ccntral Bank which pays 2% 
25% Subtotal
 

1 I(TA~q,T)' 
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35% in credit of more than one year to the productive sector
20% other credit of up to one year or payable on demand to the
 
_- productive sector
 
55% Subtotal
 
20% in credit to the commercial sector
 

100% Total
 

(b) 
on sight and other direct liabilities:
 

25% in cash in vau" , or in the Central Bank15% in the specaI current account in the Central Bank that pays 2% interest40% Subtotal (c::quired reserves)

20% in cred us 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 
40% Subtotal 
20% in 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 one toyear the productive sector willcover 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. 

kny foreign exchange liability (covering commercial arrears and letters of credit)
ill have a 100% reserve requirement. 

i/ The productive sector is defined as agriculture, cattle raising, fishing, forestry
eekeeping, birdkeeping, manufacturing, construction, 
 mining, exports, the)ominican Government. The accounts of the 

Contingent operations act inforth Group 61 of the Catalogue of Accounts andiccounto set forth in Note I of the First Resolution of the Monetary Boardranuary 18, 1967. These onaccounts are listed in the Annex to this paper. 
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!"..%'ATE SECTOR PROJECTS 

TO BE FINCED
 

WIT FItE RESOURCES 

Submitted by: The C,.. '.ri Ihnk' of the Dominicxi Republic 

May 14, 1969
 
Santo Domingo, D.f1. 

MICLASSF=-ED 



UNCLASSrFIED 
AM=TE II, P0,90BANCO CIWTRA DRi 30 of 52LA JlZUMLIc DOzMMIGMp& Exhiibit G, ae2oDepartamento dti Convenica lntcrccv4a Page~ 2 or

OWDO D-1 INV"flIOUES PARA ML DIEIARLa rCOfC 
(FIDE) 

3TEDUL 40k19 70 

D prestar do Ion ftetes o.4 fl.. 

Proyoctoo cn c~tudiO "M cl Do­-parta-tnito (!a Coflw,,o no-nncionaa j03a- 2a72pM7.0 
 7g, 2770 179.o00 l) 131D
 
Estudjoa do proftactibili1fd do
-proyoctoo pr~iparc-doo ')or ol
-ICAITI 
-tor 

(*) y entrcgadoa £a1 SacPrivado, 
1.83135.50 3 .7Oi5,271.Cer AID9 DID y 1:0

Proyactots en noder do lo ins.
-tituciones Jltcridinrivt cte-srlno~etdo c 1IiQ 3 t 2 860070.0j 10, 424 7110o 0 AID, BID noJ~ 

Proyoctoo an i'oder dc4 Thctor
-Privado qTiI ocr~n fiurjtrn,-con roculvooo dal 5,1540262.0011'77, 

l1 , Coo. Ca A!jpt :2!D r,-
T 0 T A L C 5 $130022,14r 0 0 O 

6 luevot c-itudion h iv-fciblj4r qua~ nztzan 

http:2860070.0j
http:1.83135.50


o
 

0C
 

r0 
00 

-4 

0 
" 

L
l*O

%
4 

0
 

~ 
~ 

,~
.'i~

 

-4
 

-'4 

C
 

. 
4 

W
0-

2
 

64 .......
 

0 
.f1 

V
 

'1 
V

36 M
-C

O
 

0 

'4 
4~ --

Q
 

'1 
ai z 

)14cIuv 
U

f 

4
0
 

-4 

4 
14 

~ 
e"I Q

4V
 

ci~
l 

U
~ 

1
1
4
. 

14 
0
 

to 
u 

0 

i 
0 

.. 

1
4
 

,
0
 

,4 
It 

0 c 
W
 



) 
C

3
. 

4
)

4,4 
II 

0 C
: 

o ~
 

~
 

.IV
.40 

a"
M

L
 



UNCLASSIFIED
 
ANEX II, Page 32 of 52
 
Exhibit G, Page 4 of 6
 

MICO C TAL DE LA REPUBLICA DOMINCAMA
Dapartamento 
do Convenjos Intonincloneles

tXDO DE IUVERSIMME PARA RL. DESAIOLLO EC 0MIC 
(FIDE)
 

ISTUDIOS DT PPEFACIBILIDAD PrEARADrOS POR EL INS­'ITUTO CgIuro At RICE';ODI JIVESTI C1Co1 Y TECITO -
W.OGIA INDUSTRIAL (ICAlTI) PUE"TO A DISPOSICIC:1 DR 

ZVEIRSIONISTAS DEL SECTOR PRIVADO 

bonto dal Costo To- Posibloa Fugn-
Prstrame a til do ca tea do Finan
D a L a .. f .. olicitnr. dtPoy.cto clamiento
 

Lavadura para hornoar 
 162,274.50 3P40549.00 
 AID o BID
 

Sopus Vestales nla­

ads, 
 2330250.00 
 5060500.00 AID o BID 

Lmdura tlrula 354,207.00 703,574.00 AID o DID
 

Glutzmto MnOWWdtco 879,327.50 1,75.655.00 AID o BID 

Avena Procoeids 173t200.00 346,400.00 AID BIDo 

San 1'ayonsas 
 30, 79(6.50 61,593.00 AID DIDo 

I, 053, 135,: ..3, 70% . CO 

1AV/rab 

TMC A SSIFIED
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UNOD CIMflaL D3~ LA K UDMlCJ DMINICAUA 
Dapartaimnto c1li Convenios Intcrwucioiinlas 

1M=D DR IMMUP.IOLIS WAA UI ]OUSIRROLW. ~1OLUXU 

11=0C:34 coto 1=0,u1 ['ofiLbIo Vu~4 
rr&JtZf, cl doa Cr4a do 

Articulos para lIn camtn-c1Ou 

(bloque.a do 4czcilla) 600=O 1, 240174 AID 7 DI 

Pro~2uctoa c - C.- ,r 0' .acO AMD tl: 

Nuabloa Ercolni ~y f c 3OD cm vF01,416 AMD~ DID 

-jaro) 700,C ~4cav 0-30L AID y, IZ 

Coufcac iangs~ 25,001) 50,000 AID 7 mI! 

-do 4020W0 14)0,0 AMD y 

Poducc~in 63~;r R93000 AID 7 DP.-rJICUC8 MOODO00 

actoei-cv49v90 101,0'00 AID v 

r,,'ucacisa1 10,C$ 40,O) 

123, ceC 271, 5~0 o LIAlD !D 

Clinica "-&hp7l,70 179, 189 AMD vrI 

Iczz3 8 00C-.- 1720417 1 m 0) 1.' 

Ar T uI I~ h~ 7rl13 
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Cofeciai 

Emprosa do oc-mvicioso 

S.i1ubridad, (lig&a 


Educaconal
Ecucac icma1 

C..rtor:.ora 

Producto!, e..: 

Graujo r~zprc-.,-;.-:r:n ea rp*)I:.

1alubridaud 

sij ubrid~d 
Indstri haic .:~di Aero 

1'rtxhctosr mwdWc'naknci 
 :: tjc
?roeuctosz 	 famn.4U7co& 

convvricoraI-) l-vuProductrw 	 qu1z'1.cz y 	 pCtcIj1800
Hotel tur±itm 
flct,1 w-'ria=~ 
r.-b r Ic c es. 
C1Llac~ti d. 

~tb~I~c2 

Trc ~ ~k3-2L: ~ ~ ~ 

lYA:lix 

nznrh,ii0ol C2,ot~o To aID 0oibe LDW 

25,000 30,000 Aml 0 DID
G1C02c, M, AMD 0LL 

0, C a 20,03z
500, a~ 140"oo IC

100, c 3 2O3 C-0 MMD 0 DID70901;3,3 A70,033 AV)~ 0 rX.18.302(.2 3 -,;3cAcI9ZD 0 ZC

3,03 70,0300 A4)yEC

60,0M00 160,000 .11) D !;0

.500,0 DOOcco AID 111DI150.003 300,00ma AID BIDo 
g~o,ooC." MY0DA)DID 

IV2 Wc o~ 23 500,ocrO AM o M3DI 37,0C00 AID a DID
80,C00 175, c-11 All) o EC1 09,0) 325~,CC AID 0 ZrC

Sol00 x Ali a
C01." occa )
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5s0,-(,C~, 500,C03 A:D 
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y TL 

50 C,' 	 coo;; 2
 
,p!~ A
 

http:qu1z'1.cz


PART 11E
 

UNCLASSIFIED
 

ANNEX I; Page 35 of 52 
ExhibitH, Pago 1 of 6 

LOAN PROJECTS SUBMITTED
 

TO PROJECT COMMlITTEE 

AS ELIGIBLE FOR FIDE FINANCING
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DOMINICANO 

DIION CAIMU.AFICA: IANPODOMI 

POSIBLES PROYECTOS CUYOS ESTUDIOS SE ESTAN PREPARANDO Y QUESON 	 SUCEP'rIBLES DE FINANCIARSE CON RECURSOS DEL " F 	 I D E ". 

MONTO DEL
TIPO DE EMPRESA 	 TOTAL DEL
-PROYECTO 
 -PRESTAMO
 

l.-	 Procesamiento do Mineralea (Cobro) 
(G*DoC,) (Sto. Dgo)l,8OO.Ooo.oo 900,000.00

2.-	 Embalaje (T.A.) 


3.-	 Salubridad (A.G.) 


4.-	 Producci6n ladrillos (A. D.) " 
5.- Educacj6n (C.M.) 

6.- Producci6n jab6n baflo (I.J.) " 

7.-	 Elaboraci6n piozas metales para indus­
tria edificioa profabricados, etc. (I.A.) " 

8.-	 Producc16n L&ctuos (N. CxA) 

9.- IndustrializaciSn Tomato (I.P.) 


10.- Educaci~n (C. S.) 

ll.- Cartonera (C. C.) 


12.- Producci6n do baterias 


13.- Productora do 
huevos fertiles (Avicola) 
11f.- Hotel do Rio San Juan 

15.- Salubridad (Inst. Clinica) (Dr. A.) 
L6.- Producci6n Silicato do Sodio 


L7.- Hotel on Villas del Mar (V. M.) 

L8.- Porfiles do aluminio 
 (A. Do) 


L9.- Producci6ii do pl6sticoo (L. C.) 

'0.- Centro M6dico (CoC.) 


!I.- Utonciliou para ol hogar (M.U.) 

!2.- Educaci6n (M.P.) 


" 

(Santiago) 


(Sto. Dgo) 


(Santiago) 


(Sto. Dgo) 


it 

( Nagua ) 
(Sto. Dgo) 

(Sto. Dgo) 

(San Pedro Macori.s) 


(Sto. Dgo) 


(Santiago) 


" 

(Sto. Dgi) 


509000.00 25,000.00
 

200,000.00 i00,000.0
 

I,000.000.00 500,000.00
 
269 ,oo0.0o 50,000.00
 

100,000.00 50,CJ0oO
 

10.000.00 500,000.00 

4,0,0.00000 400,000.00 
200,000.00 100,000.00 

142,000.00 50900000 

250,000.00 100,000.00 

162,000.00 70,000.00 

340,000.00 186,262,50 

150,000,00 75,000,00 

100,000.00 50,000.00 

50,000,00 25,00000 

420,000.00 150,000,00 

754,441.0o 500,00000 

250,000.00 125,000.00 

7009000,00 350,000°0o 

101,000.00 	 499900"00
 

42,600,00 21,300.00
 

PSANTO DOIIIGOO D. N., 
6 DE JU1lIO, 1969.
 

http:21,300.00
http:101,000.00
http:125,000.00
http:250,000.00
http:754,441.0o
http:420,000.00
http:50,000.00
http:100,000.00
http:340,000.00
http:70,000.00
http:162,000.00
http:100,000.00
http:250,000.00
http:142,000.00
http:100,000.00
http:200,000.00
http:400,000.00
http:500,000.00
http:10.000.00
http:100,000.00
http:50,000.00
http:500,000.00
http:I,000.000.00
http:200,000.00
http:25,000.00
http:509000.00
http:900,000.00
http:Dgo)l,8OO.Ooo.oo
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Banco do Reservas de la Republica Dominicana
 

Fondo do Inversiones para ol Desarrollo Econ6mico 

Prdstamos aprobados no conlratados por BRRD 

Educaci6n RD$ 113,755.47 
Salubridad 72,576.57 
Turismo 33,552.87 

RD$ 219,884.91 

Pr~stamos bajo estudio Banco Central 

Industria RD$ 948,784.84 
Salubridad 15,453.33 
Turismo 10,000.00 

RD$ 9;74,2 .17 

Prdstamo bajo estudio BRRD 

Industria RD$ 330,000.00 
Salubridad 263,905.61 

RD$ . 593,9 U5.61" 

Anteproyectos bajo esfudio 

Salubridad RD$ 615,000.00 
Turismo 500,000.00 
Industria 173,000.00 

RD$2UF, 0o5W7G 

Total general RD$3, 076,028.69 

31 do mayo do 1969. 

UNCLASSIFIED
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COMPAIA FINANCIERA DOMONICANA. S. A.
 

RELACION DE LAS POSIBILIDADES DE FINANCIAMIENTO
 
PARA LOS PROXIMOS SBIS (6) DMSES
 

A) PROYECTOS EN ESTUDIO 

Actividad 
 Monto del Pr6stamo
 
1.- Eatrucci6n Aluminio $500, 000.00 
2.- Plsticos 
 250,000.00

3.- Fabricaci6n de Jersey 
 50,000.00

4.- Ensamblaje Vehiculos 
 20,000.00

4.- Hotel Turismo 
 100,000.00
 

$920,000.00
 

B) CONVERSACIONES PRELIMINARES
 

1.- Acondicionamiento Tabaco 
 250,000.00

2.- Alimento para Animales 
 500,000.00

3.- Convertidora de Cart6n 
 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
 

UNCLASSEM,
 

http:2,170,000.00
http:500,.000.00
http:500,000.00
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http:920,000.00
http:100,000.00
http:20,000.00
http:50,000.00
http:250,000.00
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PROJECTS UNDER STUDY FOR FIDE FINANCING
 

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 

UNCLASSIFIED
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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 purpose of establishing an Investment Fund for
 
Economic Development, hereinafter referred to as "the Fund".
 

ARTICLE 2. Purpose
 

The purpose of this contract shall be to establish a Fund which
 
will make needed funds available to 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 projectosdesigned to increase production in agriculture,
 
industry, mining and transportation services in accordance with the following
 
order of rriorities:
 

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

b) 	 Elimination o( bottlenecks: Investments which tend to elim­
inate.shortaj,2s in domestic production of goods and services 
necessary to achieve the objective stated in paragraph a);
 
and
 

c) 	Import substitution:. The Central Bank shall consider the
 
kinds of goods to 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
 
construction, 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 Republica Dominicana;
 
The Chase Manhattan Bank;
 
El Banco de Cr'ditos y Ahorros;
 
The First National City Bank of New York
 
ElBanco Popular Dominicano;
 
El Banco de Reservas;
 
The Royal Bank of Canada;
 
The Bank of Nova Scotia;
 
La Corporaci6n de Fomento Industrial
 
Compa~fa Financiera DominicanaS. 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.
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UNCLASSIFIED
 

ARTICLE 7. Final Borrowers 

The final borrowers of the 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 Government 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,O00
 
and the maximum DR$500,O00.
 

b) 	 Normally, the loan shall not represent more than 50% of the 
total cost of the project. In case any loan application is 
presented for more than 50% 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 Fund 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 National Economic
 
Council, who shall issue a certificate attesting receipt, indicating the
 
date of same and specifying the applications received. Imnediately 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 Economic 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 until the member or members of the Council have indicated
 
formally that their questions have been clarified. However, if within 10
 
working days after having had answered an observation the National Economic
 
Council makes no objections to the application, the Central -Bank shall act 

in accordance with the result of the evaluation of the p-oject. 
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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
 
contractf 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;
 

f) 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. Renayment Period
 

The intermediaries shall fix the teis. of. the. approved loans 
on the.basis of the economic recovery period of the inveatment. In any case,
the term shall not be less than three (3) nor more than twelve (12) years 
including any grace period.
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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 Dei art­
ment mentioned in letter g) of Article 10 of this co, tract; 

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

Up to nine per cent (9%) on 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 application, he will be assigned a surcharge of one
 

per cent (1%) per annum on the belatedly 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.
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ARTICLE 16. 
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 investment applications and projects, in terms
of national desirability and not merely commercial criteria
with regard-to the technical, economic and fV.nancial aspects

involved;
 

d) 	To appraise applications for credit so that the resources will
not be used in projectswhich 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 fulfill­ment of each and every obligation forming part of this credit
 
system;
 

g) 	To provide to the final borr 
..,er resources of the Fund cor­responding to the loan grar' .d, in the form previously est­ablished by the Central Bar;
 

h) To supervise the correct e..0loyment 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 report 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.
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ARTICLE 17. Information Required for Loans of Up to DR$100,OO0
 

For any request not exceeding the amount of DR$100,O00 (one
 
hundred thousand Dominican Gold Pesos), the intermediaries shall require
 
from the applicants the following:
 

a) 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 managers if it is-a 
juridical person;
 

b) 	 Amount of the requested loan and form of disbursement and 
amortization;
 

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

d) 	 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; 

e) 	Total investment required to carry out the project and the
 
sources thereof, including working capital:; 

f) 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 statement of assets, if it is 
a natural person. 

g) 	 A disbursement schedule setting forth the date or dates on 
which' funds under this contract shall be withdrawn; and 

h) 	 Any additional informazion considered necessary by the 
Central Bank.
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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) 	 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;
 

b) 	 Amount of th: requested loan and form of disbursement 
and amortization; 

c) 	 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; 

d) 	 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;
 

e) 	 Total investment required to carry out this project and 
the sources thereof, including working capital, speci­
fying the amounts and terms of other contemplated loans; 

f) 	 Operational schedule to be developed, including the 
following:
 

i) Kind and amount of goods or services to be produced; 
ii) Potential markets and estimates of the possible 

volume of sales (indicating basis for estimate);
 
iii) Type of raw materials and sources of supply;
 
iv) Available means of transportaion and other neces­

sary services; and
 
v) Plans for administration.
 

g) 	In the case of established enterprises, consolidated 
financial statements, including profit and loss state­
ments, for the last three fiscal years, as well as 
the details of caine. In the case of new enterprises, 
an uthenticated Copy o the organization statutes if 
it a juridical person, or a sworn statement of assets 
if it is a natural person;
 

h) 	 Tozhnological studies and othr necessary information 
ior daterniiug tho feasibility of Che project; 
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i) A disbursement schedule indicating the date or dates
 
ouwhich funds covered by this contract will be with­
•draun; and
 

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

ARTICLE 19. Conditions of Loans
 

For every credit granted with the resources of tbh Fund,
 
the final borrower must agree explicitly with the intermediaries as
 
follovs:
 

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 Fund will be used
 
exclusively for the implementation of the respective
 
project;
 

c) 	To permit examination by the Central Bank and the inter­
mediaries financing the credit of the equipment, sites
 
and buildings included in the prject, 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 aforementioned documents
 
are not secured shall not be eligible for financing under this contract,
 
except in the case of minor services of goods, documentation for uhich
 
would be difficult to secure because of their rature, as the Central Bank
 
may decide.
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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 Covernment, for reasons of great 
national necessity, may annul this contract of Administration with the 
express consent of the Agency for International Development. 
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June 20, 1969 

CHECKLIST OF STATUTORY CRITERIA 

(Alliance for Progress) 

In the right-hand margin, for each 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 identified and available
 
docunent, 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 PERF RM4 NCE 

Progress Towards Country Goals 

1. FAA §.208; 6.251(b). 

A. Describe extent to which
 
country is:
 

(1) Making appropriate efforts (1) The Dominicaa Republic at 
to increase food production the present time is making a 
and inprove mcarns for food strong effort to increase food 
storage and distribution. production and with AID assist­

ance is 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 domestic private 
enterprise and -nveot~rent. 

taken numerous steps to improve 
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, 
c4lbeit the latter is weak. 

UNCLASSIFTED 
6 



AN=I~B III, Page 2 of 19 

AID 1240,.2 (1-69)
 

(3) Inareasing the pub7 c'a (3) The Dominican Republic .has 
role in the developmental offered Government held shares
 
.proces8. of State o.ned industries co 

private land owners for land
 
to be used in Jhe land reform 
program. Encourages private
 
investment.
 

(4) (a)Allocating availabte (4) (a)The Dominican Republic
budgetary resourocea to allocates available 'budgetary 
development, resources to development. 

(b) Diverting such (b)No.
 
resources for unnecessary
 
militarj expenditure (See
 
also Item No. 18.) and
 
intervention in affairs of
 
other free and independcnt
 
nations. (See also Item No. 17.)
 

(5) Willing to contribute funds to (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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(6) Making ecornomic., social, (6) The Dominican Republic
and political reform.s such as permits frde political ex­
tax Pollection improvements and pression; tax collection
 
changes in land tenure arrangements, methods are improved and
 
and making progress toward respect revenues are up; a land re­
for the rule of law, freedom of form program is in effect 
expression and of the pres, and and the Dominican Republic
recognizing the importance of complies with the other 
individual freedom, initiative, criteria of question 6. 
and private enterprise. 

(7) A(hering to the principles of (7) The Dominican Republic

the Act of Bogota and Charter of adheres to the principles

Punta del Este. 
 of the Act of Bogot5 and
 

the charter of Punta del
 
Este.
 

(8)Attempting to repatriate capital (8)Account has been taken
 
invested in other countries by its of the extent to which the
 
own citizens. Dominican Republic is making
 

reasonable efforts to encour­
age repatriation of capital
 
invested in other countries
 
by its own citizens.
 

(9)Otherwise responding to the vital (9) The Dominican epublic is
 
economic, political, and social (encouraging and cooperating
 
concerns of its people, and demonstrati-ng in te establishment oi 
a clear determi'nation to take effective Domestic and Foreign invest­
self-help measures. met in Forning,i
ment in .'aning, touiHism, 

agriculture, cand industry.
 

B. Are above factors taken into account in
 
the f4ishing of the subject assistance? Yes. 
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Treatment of U.S. Citizens 

2. 	 FAA .620(c). If assistance i2to government, is the government 2. The Dominican Republic is 
liable as debtor or unconditional U.S. citizens in any such 
guarantoron any debt to a U.S. U . 
citizen for goods or nervides 	 matter. 
furnished or orderedwhere (a)
 
such citizen has exh:austed
 
available legal remedies and
 
(b) debt is not denied or
 
contested by such government?
 

3. 	 FAA ".620(e)(1). If assistance 3. Neither the Government of
is to a govehent, has it the Dominican Republic nor 
(includinrg goverrnent agencies or any goverrwiental agency
subdivisions) taken anw action or sub-division thereof 
which has the effect of nationaZ-	 is known to have taken
 
izing, expropratina , or otherwise such steps.
 
seizing-oawrrshipor control of
 
property of U.S. citizens or
 
entities beneficially owned by
 
them without taking steps to
 
discharge its obligations
 
toward such citizern or entities?
 

4. 	 Apv. .106. If cot'ztr attempts 4. Such distinctions would 
to create distinctiorn because bl

of their race or religion onn 


American in grrnti1*- personal
 
or commercial access or oter
 
rights otherwise available to
 
U.S. citizear generally, what
 
steps (will be) O(ave been)
 
taken during loan rncgotiations
 
to infLuence elimination of such
 
distinctions?
 

UNCLASSIFIED 
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5. 	 FAA S. 620(o), Fishermen's Protective 5. The Dominican Republic
*Act. u.5. If country has seized, or has not seized or imposed
imposed ny penaty or sanction against, any penalty or sanctions 
any U.S. fishing vessel on account of against any US fishing
its 	fishing activities in international vessel in international
 
waters, 	 waters. 

a. has any deduction required by No.
 
Fishermen's Protective Act been made?
 

b. has complete denial of assistance No.
 
been considered by A.I.D. Adinistrator?
 

Relations with U.S. Government and Other 
Nations 

6. 	F4A ,.2O(d). If assistance is for 6. It is not anticipated that
 
any productive enverprise which will loaai funds will be used to 
compete in the U.S. with U.S. enter- finance any productive en­
prise, is there an agreement by the terprise which will compete
recipient country to prevent export 	 with US enterprise.
 
to the U.S. of more than 20% of the
 
enterprise's annual production during
 
the life of the loan?
 

?. 	 FAA 6.620(j). Has the country No. 
permit3te, or failed to take 
adequate mcaaures to prevent, the 
damage or destruction by mob action, 
of U.S. property? 

EITCLASSIMIED 
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8. FAA q.620(Z). theIf country has
farandtoinstitute 8. The Dominican Republic hasthe investment signed and instituted such
guaranty program for the specific an agreement.

risks of expropriation, in con­
vertibility or confiscation, has the

A.I.D. a&inistrationwithin the past
year considered denyinai assistance to

such government for this reason?
 

9. FAA 87.620(a). Is the goverrnment of 9. The Dominican Republic is
the rea-pient countrj in default on not in default under any
interest or principal of ar A.I.D. Foreign- Assistance Act
Zoaul to the country? loan to the country.
 

10. FAA j'.620(t). Has the country
severed diplomatic relations with 10. No.U.S.? If so, have they been resuned
and have new bilateral assistance
 
zgreements been negotiated and entered
 
into since such resunption?
 

11. FAA .620(u). Whrat is the payment 11. The Dominican Republic is
status of te country's U.N. 
obligations? behind in their contributionIf the country is in 
arrears, were to the U.N. The Ldninistratsuch arrearage taken te Te on­invo accozv:t by the A.I.D. Adninistrator determinedi after con­in determ'ining the current A.I.D.~of 
 sultationthe Dominican Republic,
Operati7g Year Budget? with the Gvernmen 

that they will attempt to make 
such payments so that 

12. E4A .620(a). .4z. §.lO?(a) and () they are no longer de-
Does recipient 
o un-.. f " "ish linquent; and in the light oassistance to Cuboa, sell strategic that the Administratormaterial to Cuba, de­or permit ships oraircraftur.der its flag rerained to continueto carry of the Dominican Republic.
 
cargoes to or from Cuba.
 

12. No.
 

UNCLASSIFIED
 

6 



UNCLASSIFIED 
ANNEX I1, Page 7 of 19
 

AID 1240-2 (1-69) 

13. 	 FAA 9.620(b). If assistance is to a 13. The Secretary of State
 
govermcnt, has Secretary of State has determined that the
 
deterined that it is not controlled Dominican Republic is
 
by the internationalCommuniat movement, not controlled by the 

international communist
 
movement.
 

14. 	 FAA .620(f), Arp. .109. Does No.
 
recipient country have a communist
 
government
 

15. 	FAA §.620(i). Is recipient country 15. It has not been determined 
in any way involved in (a) subversion that the Dominican Republic
of, or military aggression against, the is engaging in or preparing
U.S. or any country receiving U.S. for aggressive military 
assistance, or (b) the planning of such efforts. 
subversion or aggression.
 

16. 	 FAA 9.620(n) ; Arm. 07(b) and 126. 16. It has not been determined 
Does recipient country furnish goods that Dominican Republic is 
to 	North Viet-Nam or permit ships or engaging in any such acts. 

to carryaircraft under its flag 
cargoes to or from North Viet-Nam? 

Military Exenditures 

17. 	 F4A 9.620(s). Wfhat percentage of 17. During 1967 and 1968 ex­
counr bu- et is for military penditures for the military
expenditures? How much of foreign averaged 15.95 of total 
exchange resources spent on military central government
equipment? Is U.S. P.L. 480 or 	 expenditures. No foreign
development assistance used for exchange expenditures for 
,tlitary purposes? Are country 's military equipment have been 
resources devoted to zo.necessary reported in the last four 
military ex-pondituros to a degree years. No PL 480 assistance 
which mate2-all,U interfcres with is used for militarj purooses. 

Military expenditures do not. 
U11CLASSIIED materially interLer with 

developments.
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its development? (Consideration

of these points to be coordinated
 
with PPC/MS.)
 

18. FAA§.620(v). Ar. 0.119. 
How much 
 18. None.
 
spent by country dur'-ng current U.S.

fiscal year for sophisticated military

equipment purchased since Januar- 1,1968? Has corresponding amount been 
deducted from current OYB, or is the
 
weapons purchase determinedby theProsident to be important to U.S.
 
national secuz-.j? (Responos to

the e 
questions to be coordinated 
with PPC/Iz". ) 

CONDITIONS OF THE LOAN 

General Soundnzss 

19. FAA 0.201(d). Information and 
 19. Loan funds are to be loaned
conclusion on reasonableness and 

legality (under laws of country and 	

at rates of interest which
 
are not unreasonable or
U.S.) 
of lendirng and relending terms 
 illegal for the Borrower
of the loan. 

and are within the limits
 
established by this Section.
 

20. FAA 5.261 
 .o)(2)1:.251(c). 20. The activity ro be financed
Information and conclusion on has been found to be eco­activity 's economic and technical nomically and technically
soundness. 
If loan is not made pursuant sound.
to a multilateral plan, and the camount
 
of the loan exceeds $100,000, has country

submitted to A.I.D. 
 an application for

such furds together with assurances to

indicate that funds will be- used in an
economically and technically sound
 
manner.
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21. FAA g.251(b). Information and 
 l.There appea to be reasonable 

conclusion on capacity of tha 
 prospects of epayment of 
country to repay the loan, poes of 
 m
 
including resonableness of 
 this loan . 
repayment prospects. 

P2. FAA 9.611(a)(1). Prior to sigirg 22. 
 Necessary substantive
of loan will there be (a) ergineer- financial planning foring. financial, and other pla- fe pro been com­
necessary to carry out the a:;cistance
and (b)a reasonably firm etim-te pleted and a firm estimate


of cost of the project to
of the cost to the U.S. of tha the U.S.. has been obtained.
 
assistance?
 

23. FAA .611(a)(2). If further 
 23. No necessary legislative

Yegizslative action is required within 
 action r

recipient country, what is bacic for 
 equired.
reasonable expectation that ouc ,
 
action will be completed in ti;:. to
 
permit orderly accomplishmant of
 
purposes of loan? 

24. FAA :.622(e). If loan is for 24.=pital Mission Director has cer­assistance, and all U.S. aait(ce tified the country's capa­to project now exceeds $1 rmillion. has bilty effectively to main-
Mission Director certified The country's taiT and utilize the project.

capability effectively to maintain and
 
utilize the project? 
 (See Annex I, Exhibit A.)
 

25. FAA .25Co). Information a,:d 25. Other free world sources
 
conclusion on availability of financing 
 are not available upon

from other free-world souro- includina
 
private sources within the United States. reasonable terms.
 

UMTIOLASSIFiE:) 
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of ~r ......: . :(,"Cl 00171S 

26. FAA 0.2,?1,.2F1(a). Extent to 
which assistance reflects 
appropriate emphasis on; (a) 
encouraging development of dem-
ocratic economic, politicaZ, and 
social inztitution; (b) self-
help in meetin the country's 
food needs; Cc) improving avail-
ability,of trained manpower inthe countr ; Cd) progjras designed 

to meet the county- 's health neds,of 
or (e) other -owr aeas.of 
econovmic, .Ciia, and socal 

26. 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 

ying power. (see Annex 
II, Exhibit C, for statistics 
on Socio-Economic effects 

project; also to P o, 
Section i, for background 
information.) 

developmi:ent, i7nc luding indaustry; 
free labor unions, cooperatives, 
and volZwotary agencies; 
transportationand communication; 
pZannin a-z,a b ic ad'7r nistration; 
urban development; and modernization 
of exi'ssting cMJs. 

27. F q.oD..2 .- project susceptible 
of ex-cut-oCn aus part of regional
project? If so why is project not 

so executed? 

27. No. 

28. FAA __.251(b)(3). Information and 
conclusion on acti-ij's relation-
ship to, and o':svtncy withn, 
other developmnt activities, and 
ien 

i~s contribution to realizable
long-range oj.cOtives. 

28. The project is consistent 

with and is related to 
other development activities 
being undertaken or planned 

undertaken or plannedand will contribute to real­
izahle long-ranged objectives. 
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29. 	 FAA §.251 7.)(7). infori'ation 29. Through assisting 
and o1' " on w~ Wt;C' o in. the development, 
not the tctivitij to be financed expansion and modern­
will contr'ibute to the achievement ization of private 
of self-sustaining growth. enterprises the act­

ivity to be financed
 
will contribute to
 
the achievement of
 

30. 	 FAA .Decribe extent self-sustaining growth.
 
to 3hich tFAAeom will contribute 30.. The nature of this act­

ivity will assure maximuito the objective of assuring 
maximiwn participationin the task 	 participation on the 

part 	of the people in
of e-onomic dev,'elorment on the part 
of the people of the countr., through the economic developmentf o 	 of the Dominican Republic
the encouracoment of democratici
 
private,and local governmental
 
insti tutions.
 

31. 	 FAA 9.281(b). Descoibe extent to 31. Provide financing for
 
which program r cognizes the new and existing in­
particularneeds, desires, and dustries; encourages
 
capacities of the people of t7:e
 
countrY; utilizes the country's 	 provides employment;

inte"'Lecprovideto;CUg	 employment
itcu resources to encourage 	 and indirectly pro­

*'r . .. .. ;;t;'.uvz....a.d vides the Goverrient 
supports civic education and with funds to carry 
trainingeffctve in skills. requiredI for other progra-mce.g." on 

f evaricaon in health, education 
goverrytrental and political processes etc. 
essential to self-over,ment. 

UINCLASSIIED 
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AID 1240-2 (1-69) 
AIMEX III, Page 12 of 19 

32. FAA .CO1(a). Info'mation 
and co;cluions whether 
loan w l I efforts 
ifnt~cosetry to: (a) 
increase ta trdeOf 
international trade; (b)
foster private initiative 
and competition; (c) 
encourage development and 
use of cooperatives, credit 
unions, and savings and 
loan a,3sociations; (d) 
discourage monopolistic 
practices; (e) improve 
technical efficiency of 
indust-y, agriculture, and 
commerce; and (f) stengthen 
free Zabor unions. 

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

33. FAA §.69. If assistance is 
for newly independent country; 
is it furnished through 
multilateral orqanizations or 
plans to the maximum extent 
appropriate? 

33 Not applicable. The 
Domiican Republic is 
o t an R ep endent 

not a newly independent 
country. 

34. FAA FG.5!(h). Information and 
conclusion on w,:ether the 
activity is consistent with the
f'indi.nqs and reconcndatiorsoffd anrecommdios f 
the0 Ier-American committee for 
the Allix,ce for Progress in its 
annual review of national devel-
opment activities. 

34. This activity is con­

sistent with the find­
ings and reco-namendationsof the Inter-kmerican 
CuitefrteAlac 
Committee for the Alliance 
for Progress in its review 
of national development 
activities. (See Page 6.) 

35. FAA £.251(a). Information and 
conclusion on tie of loan to 
assist in promoting the coop-
erative movement in Latin America. 

35 This actiity will assist 
in promoting the cooperative 
movement in Lain America to the extent that cooper­
atives will be eligible 
for financialassistance. 

UNCLASSIFIED 
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ANEX III, Page 13 of 19 

AID 1240-2 (1-69) 

36. FAA 0.209: 4.251(b)(8). 36. To the extent that the 
Information and conclusion project will draw upon 
whether assistance will the expcerience and exper­
encourage regional development tise of private investment 
programs, and contribute to the funds in other Latin American 
economic and polit;cal nations and to the extent 
integration of Latin America. this project will serve 

as an example to private 
investment funds in other 

Loan's Effect on U.S. and A.I.D Latin American countries. 
Progra 

37. FAA t.251(b)( 0j .102. 37. It has been determined that 
Information and conclusion on this project shall have no 
possible efjfects of loan on foreseeable adverse effects 
U.S. economy, with special on any area of the U.S. 
reference to areas of sub- economy. (See Page 5.) 
stantiai labor surplus, and 
extent to which U.S. commodities 
and assistance are furnished in 
a manner consistent with improv­
ing the U.S. balanc? of payments 
position. 

38. FAA 9.601(b). Information and 38. U.S. private trade and in­
conclusion on how the loan will vestment abroad will be 
encourage U.S. p2ivate trade encouraged by the very 
and investment abroad and how 
it bill encourage private U.S. 

presence of a development
financing institution 

participationin foreign which contributes sub­
assistance programs (includirg stantially to an improved 
use of private trade channels investment clianto. U.S. 
and the services of U.S. private firms and banks ,.rill 
enterprise). participate in this loan 

project directly, now and in 
the future. 

UNCLASSIFIED
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ANNEX III, Page 14 of 19 

AID 1240-2 (1-69)
 

39. 	 FAA 9.601(d). If a capital 39. Professional advisory 
project, are engineering services of U.S. firms 
and professional services of will be utilized to the 
U.S. 	firms and their affil- maximum extent consistent
 
iates used vo the maxim'.o with the needs of the 
extent consistent with the project. 
national interest?
 

40. 	 FAA §.602. Information and 40. Small U.S. business will 
conclusion whether U.S. small be invited to participate. 
business will participate (See page 19.) 
equitably in the funnishing of 
goods and services finance by 
the loan. 

41. 	 FAA .620(h). Will the loan 
promote or assist thre foreign 
aid projects or activities of 
the Communist-Bloc countries? 

9.621. technical	 42.42. 	 FAAassistance isIf financed by the In providing technical 
assiranefiance i'
bytheassistance, 
 the loan will
 

loan, information and conclusion utilize the services of 
whether such assistance will be prilize tervise of
furnished to the fullest extent 	 private enterprise on a 

practicable as goods and profes-	 practicable. 
sional and other services from 
private enterprise on a contract
 
basis. If the facilities of other 
Federal agencies will be utilized,
 
information and conclusion on 
whether they are par-iculwrly 
suitable, are not competitive with 
private enterprise, and can be made
 
available without undu .interference
 
with 	domestic programs. 

UNCLASSIFIED 
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AID 1240-2 (1-69) 	 ANNEX III, Page 15 of 19 

43. 	 FAA 9.252(a). Total aount of morey 43. 	 The total amount of 
uncer loan whi.h is going directly 	 The under the oato pl vatcenV2pieto1~vte ntcrprise," isis g-o 	 money under the loangoing toisongdecl r 
intermediate credit institutions is going directly for 
or other borrowers for use by pi- use in the creation­
rate 	enterprise, is being used to expansion smoderniza­
finance imports. fro private sources, tion and consolidation 
or is otherwise being used to of private enterprises.
finance procurements fron private 
sources. 

Loan's Compliance with Svecific 
Reauirements 

44. 	 FAA .201(d). Is interest rate
 
of loan at least 2,0 per annn 44. 	 Yes. 
during grace period and at least 
3% per annum thereafter? 

45. 	 FAA 9.608(a). Information on 
measures to be taken to utilize 
 45. 	 Such property would notU.S. 	Government excess personal 
 have 	a place in the
 
property in lieu of the procure-
 Project. (See description

ment 	of new items. 
 Page 	1.)
 

°46. 	 FAA1W604(a), Annr. Z. 08. Will 
all con.odity procurement financed 46. 	Yes. 
under the loan be from U.S. except
 
as otherwise determined by the
 
President?
 

UNIMASSIFIED 
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AMEX III, Page 16 of 19 

AID 1240-2 (1-69)
 

4'. 	 FAA §.604(b). What provision is 47. Any commodities financed 
made to prevent financing commodity by the Loan and purchased 
procurement in bulk at prices higher in bulk will be purchased 
than ajusted U.S. market price? at prices no higher than 

prevailing U.S. market
 
prices.
 

48. 	 FAA §.604(d). If the host country 48. In the event that the 
discriminates against U.S. marine Dominican Republic dis­
insurance companies, will loan aaree- criminates against any
ment require that marine insurance U.S. marine insurance 
be placed in the U.S. on commodities company, comodities 
financed by the loan? purchased with loan funds 

will be insured against
 
.6. risks with a U.S. company
49. 	 FA4 Y.604(I). If off-shore procure- as required by this section. 

ment of agriculturalcommodity or 
product is to be financed, is there
 
provision against such procurement 49. Not applicable . (See
when the domestic price of such project description, 
commodity is less than parity? page 1.) 

50. 	 FAA 9.611(b); An. .101. If loan 50. Not applicable • (See
finances water or waver-related land project description, 
resource conrtructionproject or 
program., is there a benefit-cost page 1.) 
computation made, insofar as practicable, 
in accordance with the procedures set 
forth in the Memorandum of the President
 
dated '.ay 15, 1962?
 

51. 	 FAA §.61(c). If contracts for 51. Not applicable. (see 
construction are to be financed, project description 
'what provision will be made that proe d r n
 
they be let on a competitive page 1.)
 
basis to maximw extent practicable?
 

UNCLASSIFIED 
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AID 	1240-2 (1-69)
 

52. 	 FAA 9.620(g). What provision is 52. 	 Assistance provided by

there against use of subject 
 this 	loan will not be

assistance to compensate owners 
 used 	to compensate for
 
for expropriated or nationalized 
 expropriated or national­
property? ized 	property.
 

53. 	 FAA 9.61f(b); 9.636(h). Describe 53. To the maximum extent 
steps taken to assure that, to the possible the Dominican
maximum extent possible, the country 	 Republic is contributing
is contributing locaZ currencies to 
 local currencies to meet
 
meet 	the cost of contractual and 
 the cost of services re­other services, and fore'jn currencies lated to this project.
owned by the U.S. 	 are utilized to No Dominican pesos owned 
meet 	the cost of contractual and other by the U.S. are available
 
services, 
 for financing this project.
 

54. 	 Arp. S.104. Will any loan funds 54. No.
 
be used to pay pensions, etc., for
 
military personnel? 

55. 	 Ap. §.11. Compliance with 55. 	 Not applicable. (see
requirments for security
clearance of U.S. citizen 
 project description,

contract personnel. page 	 1.) 

UNCLASSIFIED
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ANEX III, Page 18 of 19 

AID 1240-2 (1-69) 

56. Avv. .112. If loan is for 
capital project, is there 
provision for A.I.D. approval 
of all contractors and contract 
terms? 

56. Nc 1pplicable 
(See project description 
page 1.) 

57. Ap. 9.114. Will any loan 
funds be used to pay U.N, 
assessments? 

57. No. 

58. A-op. §.1!15. Compliance with 
regulations on c-ploymcnt of 
U.S. and local personnel for 
funds obligated after 
April 30, 1964 (Regulation 7). 

58. Will be complied with. 

59. FAA §.636(i). ,,'ill any loan funds 
be used to finance purchase, long­
term lease, or exchange of motor 
vehicle manufactured outside the 
United States, or any guaranty of 
such a transaction? 

59. No. 

60. Ann. !i.401. Will any loan funds 
be used for publicity or propaganda 
purposes within U.S. not authorized 
by the Congress? 

60. No. 

UNCLASSIFIED 
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AID 1240-2 (1-69) 

61. FAA §.620(k). If construction 
of productive enterprise, willojct
aggregate value of aasista.;e 
to be furnished by U.S. exceed 

61. Not applicable . (see 
appliption

project description 
page i.) 

$100 million? 

UNCLASSIFIED 
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AID-DL/P-8I4/A 
Annex IV, Page 1 of 3 

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 f:inance 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 sector 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
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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.
 

c) 	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 pr 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.
 

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

i, 	which is either all or in part for working capital 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.
 

Deputy U.S. Coordinator
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