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 May 26, 1971
 

HONDURAS
 

STUDENT LOAN FUND - EDUCREDITO
 

PART ONE: 	 SUMMARY AND RECOMMENDATIONS
 

1. Borrower. The Borrower will be the Government of
 
Honduras, acting through the Ministry of Economy and
 
;#inance. The Government will re-lend the entire amount
 
of the loan to EDUCREDITO, a non-profit private
 
Honduran organization which operates a student loan
 
fund to help finance studies both in-country and abroad,
 
and which will be responsible for implementing the
 
project.
 

2. 	Loan:
 

A. 	Amount - Not to exceed US $2,000,000.
 
B. 	Terms - A 40-year repayment period including a
 

grace period of 10 years and an amortization
 
period of 30 years, with annual interest of 2%
 
during the grace period and 3% during the
 
amortization period.
 

C. 	Local Cost Component - Up to the equivalent of
 
$600,000 will be made available for financing a
 
portion of the local currency costs of the
 
project.
 

3. 	Description of the Project:
 

A. 	The project for which A.I.D. financing is proposed
 
consists of an expansion of EDUCREDITO, which
 
lends to students wishing to undertake or continue
 
vocational or university level studies either in
 
Honduras or abroad. Most of the A.I.D. funds
 
will be used for sub-loans to provide seed
 
capital for a revolving :oan fund.
 

B. 	The proposed loan will assist in the financing
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of: (i) sub-loans to students to complete
 
programs of study, (ii) technical assistance
 
to EDUCREDITO and, (iii) a portion of EDUCREDITO's
 
administrative expenses during the loan disburse
ment period of five years.
 

C. This project is to be coordinated with manpower
 
development and research activities to be
 
performed by a separate Honduran organization
 
explained below in Section II, page 25.
 

4. Purpose:
 

The purpose of the project is to expand and develop
 
an institution which channels resources to help increase
 
the number of Hondurans with professional and managerial
 
skills. EDUCREDITO is already making an effective
 
contribution by providing loans to those who have the
 
capability to continue or complete their education but
 
who for economic reasons might not otherwise be able to
 
do so.
 

5. Financial Plan:
 

The following table shows the overall plan over a
 
five-year period for sources and uses of funds for the
 
project: (in thousands of dollars)
 

AID GOH OTHER
 

LOAN LOAN LOCAL TOTALS
 

$ LC LC LC $ + LC 

450 250 70 2,145
Sub-loans 1,375 

Adm. Expenses - 125 - 130 255
 

- 50
Tech. Assistance 25 25 

200 2P450
TOTALS 1,400 600 250 
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6. Other Sources of Funds:
 

A. The IBRD and IDB indicated in their letters of
 

January 26 and February 18, 1971 respectively
 
that they were not interested in financing this
 

project. The Exim Bank determined on January
 

21, 1971 that it was not interested in the
 

project. The Central American Bank for Economic
 

Integration (CABEI) is not interested in the
 

project due to the need for concessionary terms
 

and the fact that prograrits of this type are not
 

now within the scope of the Bank.
 

B. 	Other U.S. or free world financing is not
 

nature.
available for the project due to its 


7. Statutory Criteria:
 

All statutory criteria applicable to this loan have
 

See Annex III for details.
been or will be met. 


8. Views of the Country Team:
 

The Country Team has concluded that this project
 

directly supports the most important objective of the
 
to
Mission's Country Assistance Program, which is 


encourage the development of the human resources neces

sary to carry out, and to participate in, the develop
ment process. Both the Government of Honduras and the
 

Mission have recognized the fact that the principal
 
a lack
obstacle to economic development in Honduras is 


of skilled managers, technicians, professionals and
 

The CFS and other program documents have
teachers. 

all indicated this need for qualified manpower to be
 

vitally important.
 

9. Issues:
 

The Mission's Capital Assistance Committee has
 
IRR for this loan,
studied the issues mentioned in the 


those raised in the IRR approval and others connected
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with similar projects in different Latin American
 
countries. The Mission believes that the important
 
issues have been resolved during the Intensive Review
 
and detailed discussions of these points appear
 
throughout the Capital Assistance Paper. The Mission
 
believes that the most important issue is whether
 
EDUCREDITO has the capability to undertake an expansion
 
of this size, to which our answer is yes. Please refer
 
to Section IV, Issues, for a discussion of this
 
particular question.
 

10. Loan Administration:
 

This loan will be monitored by the Mission Training
 
and Manpower Development Officer with the assistance of
 
the Capital Development Officer and the Education
 
Advisor. Close contact has already been established by
 
the Mission and by the Government of Honduras with
 
EDUCREDITO in connection with its formation, organiza
tion, initial financing, and preparation of the applica
tion for this loan. Disbursements will be made in
 
both dollars and local currency through established
 
A.I.D. procedures. Training financed under the loan
 
will be in Code 941 countries only. Technical assistance
 
will be partially provided by ICETEX of Colombia,
 
with which EDUCREDITO has already established contacts.
 

11. Recommendations:
 

On the basis of the conclusion by the Mission that
 
the project is technically, economically, and financially
 
justified and sound, it is recommended that a loan to
 
EDUCREDITO for an amount not to exceed $2,000,000 be
 
authorized subject to the following terms and conditions:
 

A. 	Loan Terms: Borrower shall repay the loan to the
 
Agency for International Development (AID) in United
 
States dollars within forty (40) years from the
 
first disbursement under the loan, including a
 
grace period of not to exceed ten (10) years.
 
Borrower shall pay to A.I.D. in United States dollars
 
interest of two percent (2%) per annum during the
 
grace period and three percent (3%) per annum there
after on the outstanding balance.
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B. Other Terms and Conditions:
 

1) The GOH and EDUCREDITO shall execute a sub-loan
 
agreement acceptable to A.I.D. making the entire
 
amount of the loan available to EDUCREDITO in order
 
that it may carry out the project. The terms of this
 
sub-loan agreement shall not be modified except as
 
may be mutually agreed by A.I.D., the GOH, and
 
EDUCREDITO.
 

2) Training, technical assistance and all other
 
procurement financed under the loan shall have its
 
source and origin in countries included in A.I.D.
 
Geographic Code 941, including Honduras.
 

3) Annually, throughout the A.I.D. loan disburse
ment period, EDUCREDITO shall present to A.I.D. for
 
review, a plan, including a cash budget, for the
 
management during the following year of the sub
loan revolving fund established through repayments
 
of loans previously made, together with appropriate
 
financial statements covering the previous year's
 
operations.
 

4) Loan-funded technical assistance required for
 
further improvement of EDUCREDITO's operations will
 
be obtained as appropriate during the loan implementa
tion period on terms and conditions mutually agreed
 
upon by EDUCREDITO and A.I.D.
 

5) During the A.I.D. loan disbursement period, any
 
proposed substantial changes to be made by EDUCREDITO
 
to the present student selection criteria, standard
 
sub-loan terms, or other matters which would have a
 
major effect on modifying EDUCREDITO's current
 
established operating procedures shall receive
 
prior approval by A.I.D.
 

6) EDUCREDITO shall inform A.I.D. of any operational
 
changes made during the A.I.D. loan disbursement
 
period which involve matters of personnel policy such
 
as staffing, salary levels and administrative costs.
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7) Semi-annually during the first year, and
 
annually each year thereafter during the A.I.D.
 
loan disbursement period, a joint review of the
 
progress of the program will be held by represent
atives of A.I.D., EDUCREDITO. and the Government
 
of Hondurps.
 

8) Except as A.I.D. may otherwise agree in writing,

the amount of the loan used to finance Local Currency

Costs shall not exceed the equivalent of $600,000.
 

9) Disbursements under the A.I.D. loan shall be
 
subject to the condition that the total amount
 
disbursed under the loan shall at no time exceed
 
the dollar equivalent of ten (10) times the total
 
cash receipts of local donations to EDUCREDITO
 
received subsequent to March 9, 1971.
 

10) The loan shall be subject to such other terms
 
and conditions as the Borrower, EDUCREDITO, and
 
A.I.D. shall consider appropriate.
 

12. 	 Composition of the Mission's Capital Assistance
 
Committee:
 

Chairman: *Harry L. Barr, Capital Development Officer
 
Members: *Robert D. Brandt, Training & Manpower
 

Development Officer
 
*Raymond L. San Giovanni, Education Advisor
 
Bernard L. Riedel, Controller
 
Charles B. Wiggin, Jr., Private Development
 

Officer
 
Richard Rueda, Embassy Economic Officer
 
Thomas J. Mehen, Program Officer
 

*Robert R. Parker, Regional L:-gal Advisor
 
Harlan Hobgood, Public Administration Advisor
 

APPROVED: John E. Nepple, Acting Mission Director
 

!April 1S, 1971
 

*Drafting fficers
 
Rate of Exchange: 1 Lempira = US $0.50
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PART TWO: The Project
 

Section I - Nature of the Project
 

A. Description of Activity
 

1. Definition
 

This project constitutes an expansion and strengthen
ing of EDUCREDITO, a student loan fund organization, by
 
providing the external assistance necessary to enable
 
it to carry out its goals and objectives related to the
 
development of human resources and to become a self
sustaining financially stable institution.
 

EDUCREDITO was formed in 1968 to carry out a student
 
loan program with funds obtained from government and
 
private contributions and loans. The portfolio of sub
loans to students has increased to approximately $270,000
 
(authorized) as of tie end of 1970. A.I.D. loan assist
ance has now been requested by EDUCREDITO in order that
 
it can greatly increase its sub-lending capabilities
 
and reach a point of financial self-sufficiency. For
 
the past 2 1/2 years, EDUCREDITO has been functioning
 
with limited resources which were obtained through
 
private contributions and a loan from the GOHl using
 
A.I.D. two-step funds.
 

The specific objective of this project is to develop
 
EDUCREDITO into a viable self-sustaining institution in
 
order to continue its sub-loan program designed to
 
contribute to th2 development of Honduran manpower re
sources and their effective utilization by providing
 
seed capital and financing technical assistance to
 
EDUCREDITO.
 

In addition to the sub-lending activities already
 
being carried out, an important related activity will
 
also be started during FY1972. It consists of a manpower
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development and research program to be carried out and
 
coordinated by the Centro Cooperativo Tecnico Industrial
 
(CCTI), a private Honduran organization instrumental in
 
the founding of EDUCREDITO. Details of this related
 
project are included in Section II beginning on page 25
 
under Manpower. The Mission has recently obtained the
 
services of a full-time Training and Manpower Develop
ment Officer who is in charge of monitoring and develop
ing these activities in connection with both CCTI and
 
EDUCREDITO.
 

2. Limits of A.I.D. Financing:
 

The A.I.D. loan funds to be made available to
 
EDUCREDITO by the Government of Honduras through a sub
loan agreement will be used for: (in thousands of
 
dollars)
 

Dollars L/C Total
 

Sub-loans to students 1,375 450 1,825
 
Administrative ex

penses - 125 125
 
Technical Assistance 25 25 50
 

1,400 600 2,000
 

3. Operating Criteria:
 

lDUCREDITO has been operating since July, 1968 and
 
has established an effective system of operations
 
including procedures for review of loan applications,
 
approval of loans, accounting and financial management,
 
and disbursements. It is obvious that with a relatively
 
small portfolio of slightly over 100 loans as of
 
December, 1970, control procedures for this program can
 
be and in fact are largely carried out on an individual
 
case basis. Within this limited scope, EDUCREDITO's
 
administrative system has developed very well. In
 
addition, the lending criteria, terms, interest rates,
 
etc., up to this time have been by all appearances
 
satisfactory, primarily because during this period of
 
operations, administrative expenses of EDUCREDITO have
 
been very low (about $11,000 in 1970). The GOH loan
 
for the local currency equivalent of $250,000 made to
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EDUCRELITO on January 9, 1969 and private contributions
 
($31,000) have formed EDUCREDITO's financial base up
 
to this point.
 

As of December 31, 1970, EDUCREDITO had granted 105
 
loans for a total of $269,603.05 of which $140,141.85
 
had been disbursed. Of these students, 16 had already
 
completed their study programs, received certificates
 
(in the case of vocational studies) or completed degree
 
programs (in the case of university-level studies) and
 
had begun to repay their loans. Specific information
 
on these 16 cases is shown in Annex II, Exhibit 20 and
 
is discussed below. A total of $8,839.86 had been
 
collected in loan repayments as of 12/31/70.
 

The Mission believes that the experience which
 
EDUCREDITO has had with these 105 cases does provide a
 
sound base upon which future plans and forecasts may
 
be made, since this experience has not been characterized
 
by any special circumstances, rather, by normal opera
tions over'a 2-year period of time. EDUCREDITO intends
 
to continue operating in much the same way as has
 
already been done.
 

a. Criteria for sub-loans:
 

It is EDUCREDITO's policy to make loans only in
 
cases where such a loan will either enable a student to
 
start and to finish a definite study program or to
 
continue and complete a program in which he is already
 
engaged. No loans are made which would carry a student
 
only part way. Obviously, this policy makes sense from
 
many viewpoints but the reason upon which EDUCREDITO
 
places the most emphasis is that EDUCREDITO's Statutes
 
require that a student return to Honduras and work
 
after completing a study program, not only in order to
 
encourage repayment of loans, but also to assure that
 
these additional trained personnel will contribute to
 
the development of their own country rather than
 
migrating overseas.
 

Loans up to this time have been granted for vocational,
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undergraduate, and graduate studies. The Loans completely
 
or partially cover costs of tuition, room and board,
 
transportation, personal expenses, life insurance, and
 
intensive language training depending on each particular
 
case. EDUCREDITO regulations state that loans will be
 
granted to Honduran citizens of limited economic re
sources who can prove that they have obtained an overall
 
academic average of at least 70% and are unable to finance
 
their own studies, and that their field of specialization
 
is of a professional or technical nature.
 

At the present time, EDUCREDITO's rules and regula
tions contain a limitation of a maximum of three years
 
on the period of study which will be financed under any
 
given loan. This limitation was established for several
 
reasons. First of all, EDUCREDITO feels that since
 
educational credit of this type is a new activity in
 
Honduras, it is risky since the experience of EDUCREDITO
 
up to now can really be termed experimental. In this
 
particular case, it appears that the experiment as such
 
has been a success. In addition, EDUCREDITO's resources
 
up to now have been limited and this limitation also
 
enables EDUCREDITO to serve more students. The
 
Director also points out that in many cases, a student
 
or his parents can look for other sources of financing
 
for education through"extraordinary effort. He feels
 
that "keeping the pressure on" the sub-borrowers in
 

this way encourages this type of supplemental assistance.
 

However, since the A.I.D. loan will provide
 
sufficient funding for EDUCREDITO's program, EDUCREDITO
 
will now consider an increase in this limitation which
 
will in some cases make loans to individual students
 
more suitable to his particular educational program.
 

It is anticipated that this change may be made during
 

the first year of operations with A.I.D. loan funds.
 

Loans made up to March 31, 1971 have the following
 
terms: 3% annual interest has been charged during the
 

time the student is in school. These interests costs are
 
capitalized and added to the principal of the loan.
 

When studies end, the student is given a three-month
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grace period during which time he is presumably to
 
return to Honduras, find a job and settle. 
 He then

begins making monthly payments on his loait. Annual
 
interest during this amortization period is 6%, 
and a
student is given up to 
S years to repay depending on

his salary level and certain other factors. Two

significant changes to 
the present EDUCREDITO sub-loan

policies have taken place during the Intensive Review.

As a result of financial projections recently carried
 
out, EDUCREDITO raised the 3% grace period interest 
to

6% effective on 
loans made after April 1, 1971. This
 
was done since it was apparent that with a 3% interest
 
rate, there would not be sufficient income generated

to make EDUCREDITO self-sufficient in a reasonable
 
period of time and the cash flow projections made with

this low rate were unsatisfactory. Second, iv 
was

decided by EDUCREDITO personnel that the 5-year

maximum repayment period after studies end would in some
 
cases 
place a severe repayment burden on the sub
borrower. 
 Thus, this maximum term for sub-loans was

increased to 8 years. However, it 
should be emphasized

that the decision on what the loan 
terms will be in

each case 
depends more upon the student's ability to
 
pay than it does on what the student may feel to be

convenient for him. EDUCREDITO's policy is to encourage

repayments in as short a period as 
is practical.
 

b. EDUCREDITO's sub-loan process:
 

The procedures used by EDUCREDITO to receive,

analyse, and decide upon loan applications can be

summarized as follows: 
 Students who are interested in
 
a loan are asked to complete an application form,
translation of which 

a
 
is included in Annex II, Exhibit
17 of this paper, which provides information on the
 

student's educational and financial background, and
 upon his plans for study. He also must present a
series of accompanying documents such 
as birth certificate,

letters of reference, transcripts, etc. Details of the
documents required are contained in Annex II, Exhibit
 
1.
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This package of information is then studied 
by the
 

Secretary-Treasurer of the Funding Committ-e 
in prepara

tion for submittal to the Funding Committee 
for approval.
 

This review process is very important beca'use 
the informa

tion and request presented by the student 
are often
 

unrealistic from a number of standpoints. 
For example,
 

many times the student has not accurately 
estimated
 

the costs of further education, has chosen 
a program
 

reason or
 
which may not be suitable for him for one 


another, or may have proposed a program which EDUCREDITO
 a
 
could accept if it were modified and recast 

in 


different form, in order to put his proposal more in
 
At this
 

line with his overall educational needs. 


juncture, the importance of counseling 
must be considered.
 

At present, this job falls upon the 
Director and the
 

Secretary-Treasurer of EDUCREDITO, to 
assist the
 

student in rethinking the proposal that he has presented,
 

how carefully he has estimated all of 
the costs of
 

two years at college in a foreign country,
one or 

whether he has adequate knowledge of the foreign
 

in fact come to the decision
 language, whether he has 

career of his choice after
 on the degree program or 


having thoroughly considered the alternatives 
available
 

to him. This counseling role must in the future be
 

expanded in order to insure that EDUCREDITO 
can give
 

each individual
attention to 
as much and even more 

is being given now.
applicant as 


These interviews with the student also give
 
evaluate him and to
 EDUCREDITO's staff a chance to 


own or his family's financial
 determine how much of his 

logically be applied to financing him.
 can
resources 


In answer to the question of how much 
is logical, the
 

only reply really possible is that this 
is a subjective
 

judgement which must be made by the student 
and the
 
this
 

Funding Committee. EDUCREDITO's decision on 


point for each particular case obviously 
depends upon
 

comparing each loan application to previous 
cases,
 

thus heavily basing the determination 
upon past experience.
 

It should suffice to say that based 
upon the Mission's
 

review of many individual cases, in general the amount
 

of self-help financing involved is very significant,
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a student

especially taking into account the fact that 


maybe asked to finance one or more years of 
study
 

his own to prove his worthiness to
completely on 

EDUCREDITO.
 

a thcrough
After interviews with the applicant and 


loan application, the Secretaryevaluation of his 

Analysis of Application, 	to be
Treasurer prepares an 


Funding Committee. Translations of
presented to the 

this document, and of the resolution of the Funding
 contained

Committee entitled the "Loan Approval Form" are 


Again, here, it is obvious
in Exhibits 18 and 19. 


that the recommendations 	of the Secretary-Treasurer
 
Funding Committee are primarily
and the decisions of the 


based upon past experience and the personal judgement
 

of the committee members, all of whom the Mission
 
Biodata


feels are well-qualified for these positions. 


of these persons is contained in Annex II, Exhibit 13.
 

For 	each approved loan application, the student
 

a standard sub-loan agreement with EDUCREDITO
 executes 

which obligates the student to obey all the 

rules and
 

Af-3r signature, this

regulations of EDUCREDITO. 


a legal instru
document is then notarized and becomes 


recourse to collect the
 ment, giving EDUCREDITO legal 


debt if necessary. Disbursements are made in many
 
for 	tuition,


cases directly to the institutions such as 

For 	perso:nal
and 	board, travel expenses, etc. 
room 


a check every two
 expenses, the student is 	mailed 


months, in advance. To guarantee his loan, each
 
some other
cosigners or
student must obtain either two 


guarantee taking due consideration of the 
applicant's
 

background.
 

Loans are collected through monthly payments by
 

of an overdue loan, an
 check or in cash. In the case 


established procedure has been developed 
which has thus
 

losses and only one overdue loan
 far 	resulted in no 

now being paid S months in arrears. The
 

which is 

1970 was 1.3%. This
 as of December 31,
delinquency rate 


procedure for dealing with delinquent accounts 
involves
 

letters to the borrower, then to his
 telephone calls, 
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co-signers, and, finally, legal action.
 

Under EDUCREDITO's statutes, students are obligated
 
to return to Honduras to work after completing their
 
studies. Should the student decide not to return to
 
Honduras at that time, the loan becomes immediately
 
due and the interest rate is increased to the prevail
ing commercial rate in Honduras at the time. For
 
further details, see Exhibits 1 and 2.
 

c. Other Functions of EDUCREDITO:
 

At the present time EDUCREDITO, in addition to
 
operating the loan program, is performing some counsel
ing to students as described above, but as the
 
organization develops, it will incorporate other forms
 
of technical assistance including orientation, place
ment and guidance.
 

EDUCREDITO intends to place greatly increased
 
emphasis on placement services for students who have
 
completed their programs and at present, gives the
 
student letters of recommendation to present to
 
prospective employers.
 

Exhibit 20 shows a detailed breakdown of activities
 
of those students who had completed their studies
 
through 1970 and the Mission feels that although this
 
is a small sample, it is indicative of the types of
 
positions that EDUCREDITO students can be expected to
 
continue occupying in the future. This type of follow
up activity by EDUCREDITO must obviously be continued
 
and expanded as the program grows.
 

As of December 31, 1970, 105 loans had been made
 
for study in various fields such as business adminjstra
tion, agronomy, medicine, architecture, engineering,
 
forestry, as well as various vocational fields. Foreign
 
countries of study included the U.S.A., Mexico, Canada,
 
Guatemala, Nicaragua, France, and Spain. Please refer
 
to Annex II, Exhibits 6, 7, and 8 for lists of loans
 
granted according to fields and countries of study.
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B. Background of the Project:
 

1. Genesis of the Project:
 

Following an organizational meeting on July 22,
 

1968, EDUCREDITO was officially established on August
 
EDUCREDITO's
12, 1968, by Presidential Decree No. 47. 


organization and administration are the responsibilities
 

of the General Assembly composed of representatives
 
The Funding
from government and the private sector. 


Committee is responsible for approval of loans and also
 

is composed of similar representatives.
 

From its inception to the present time, EDUCREDITO
 
the Centro Cooperativo
has functioned under the wing of 

been very fortunate
T'cnico Industrial (CCTI) and has 


in having had an extremely capable and dedicated
 
one of many
management and staff. EDUCREDITO is 


activities which have been founded by CCTI during the
 

last ten years and because of its character and degree
 

the Mission is now proposing that
of success thus far, 

A.I.D. loan. As is
EDUCREDITO be assisted through an 


obvious from a reading of the documents related to
 
the short time which
EDUCREDITO's formation in Annex II, 


was necessary for EDUCREDITO to obtain official recogni
rate of growth during the past
tion by the GOH and its 


support within
2 1/2 years, EDUCREDITO has a broad base of 


many sectors of the Honduran community. The Mission
 
in a large part to its being a
feels that this is due 


its dedicated staff.
private entity and to 


In late 1970, EDUCREDITO initiated discussions
 

with A.I.D. about the possibility of a loan to finance
 

An IRR was prepared and submitted in
expansion. 

December, 1970 and EDUCREDITO submitted its formal
 

The principal
A.I.D. application on March 9th, 1971. 

loan and EDUCREDITO's
difference between the proposed 


loan is being made to the
request is that the A.I.D. 

in turn relend to
Government of Honduras, which will 


EDUCREDITO. This is done principally to place the
 

maintenance of value obligation with the Government of
 

Honduras.
 

2. Evaluation of Previous Assistance:
 

Previous assistance to EDUCREDITO has consisted of
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$5,000 in A.I.D. grant funds as a contribution to the
 
program's endowment and a loan in local currency for
 
the equivalent of $250,000 made by the GOH on January
 
9, 1969 with two-step funds available through repayments
 
to the GOH of A.I.D. Loan 522-L-016 to the Financiera
 

a
Hondurefia. During mid-1970, the possibility of 

second loan for the equivalent of $250,000 with two
step funds was raised and A.I.D. personnel conducted
 
a brief evaluation of EDUCREDITO's performance up to
 
that time. It was concluded that operations under the
 
first two-step loan had been entirely satisfactory. As
 
a result, the GOH and EDUCREDITO subsequently signed a
 
second loan for the equivalent in local currency of
 
$250,000 of two-step funds which will be disbursed by
 
the GOH during 1972 and 1973. The terms of both of
 
these loan agreements have been approved by A.I.D.
 

3. Review and Recommendations of the Country Team:
 

a. An IRR was submitted to AID/Washington on December
 
22, 1970 and it was approved on December 30, 1970 with
 
certain comments and recommendations regarding the
 
Exhibit 1 for a copy of State 006119 dated January 14,
 
1971 indicating IRR approval.
 

b. The Mission's Capital Assistance Committee met
 
to consider this Capital Assistance Paper and the re
commendations made as a result of the Intensive Review.
 
The Mission approved this Capital Assistance Paper on
 
April 15, 1971.
 

The Country Team recommends anproval of this project
 
for loan financing due to its high importance in the
 
country's development plans, the assurance that a
 
positive contribution to development will continue to
 
be made by EDUCREDITO, and the excellent prospects for
 
effective administration and loan implementation as
 
is evidenced by the performance of EDUCREDITO to date.
 
For these reasons, the Country Team recommends that
 
this 	loan be authorized.
 

4. Opinions of Other Institutions:
 

Please refer to Page 3 of Part One for the comments
 
of the other international lending agencies. On the
 
basis of these comments, the Mission has concluded that
 
no other free world financing is available for this
 
project.
 

C. Program Justification:
 

1. 	Place of the Project in the Country Program:
 

The low level of economic and social progress in
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Honduras is related to a lack of skilled and professional

human resources required to establish the development

growth of the country at an acceptable rate. Population
 
growth and increased requirements for skilled manpower
 
nave outstripped the ability of the educational system
 
to produce the human capital required to keep pace. This
 
problem was emphasized in the Honduras FY72, 73 CASP and
 
the FY72 CFS. These documents focused on the need to
 
include in the assistance program some substantial
 
measures to help Honduras to overcome the shortage of
 
trained personnel. The Mission, recognizing the critical
 
importance of manpower development, has programmed
 
substantial amounts in FY70, 71 for participant training

in connection with its grant technical assistance projects.

The EDUCREDITO loan will both complement and aid the
 
Mission's training effort. Secondary school graduates
 
will be provided with increased opportunities to
 
specialize and obtain advanced training. Areas in which
 
the technical assistance has been operating such as
 
Public Administration, Agriculture, Forestry will be
 
further assisted by the creation of source of funds
 
in addition to the limited participant grants.
 

In addition to these efforts, A.I.D. made a loan 
to the GOH in 1967 for the improvement of public 
secondary education (522-L-017 - $7,000,000). This 4'20O 7 
loan is designed to bring secondary education within 
the reach of a vastly-increased number of Honduran
 
school children by reorganizing and expanding the
 
secondary school system, including the construction of
 
19 secondary schools throughout the country. This
 
loan is currently being implemented. When this project

is completed, the number of high school students will
 
have been significantly increased, thus providing an
 
increase in the number of high school graduates, some
 
of whom will have the capabilities for higher education.
 
Some statistics illustrating this situation are included
 
below under Demand for Loans, beginning on page 26.
 

2. 	Project Contribution to the Economic Development
 
of Honduras:
 

This project contributes directly to the develop-
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ment of the necessary human rosources to help carry
 
forward economic development in all sectors. It will
 
assure that planning, administrative, professional,
 
and techni al personnel in key development areas such
 
as industry, banking, health, and government will
 
continually be injected into the Honduran economy.
 
This group of trained persons will be those who will
 

hold key professional and semi-professional jobs in
 
both government and the private sector in the future.
 
This project falls within the educational sector but
 
also affects progress in other sectors due to its
 
contribution towards training personnel for work in the
 
other sectors. EDUCREDITO is already and will continue
 
to bring greater and expanded educational oportunities
 
within the reach of Hondurans who have the ability for
 
higher achievement but are not able to realize it due
 
to a lack of financial resources.
 

3. Building of Democratic Institutions:
 

This project contributes to the building of demo
cratic institutions in Honduras by assisting in the
 
training of personnel to form and to manage such
 
institutions, and thus to enable the people to partic
ipate in the development process. In addition, it
 
must be considered that EDUCREDITO itself is an institu
tion which was organized by private individuals with
 
the cooperation of the public sector having the
 
objective of organizing efforts to attack the problem
 
of a lack of trained personnel in Honduras. Thus,
 
the loan also contributes to institution building by
 
strengthening EDUCREDITO itself.
 

4. Consistency with the ClAP Reviews:
 

The most recent CIAP Review on Honduras took place
 
in April, 1970. One of the recommendations made at that
 
meeting and also at the previous meeting in October,
 
1968 is for continual efforts devoted to promotion of
 
the development of human resources through improvements
 
in the educational system at all levels, the promotion
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of training programs, and the improvement of incentives
 
for teaching as a career.
 

The Mission believes that this project contributes
 
directly to the development of human resources and as
 
such is wholly consistent with the conclusions set
 
forth in the CIAP Reviews.
 

5. Certification of the USAID Director:
 

The USAID Acting Director certified on April 15, 1971
 
as to the satisfactory performance by the GOH and
 
EDUCREDITO with respect to previous A.I.D. loans and
 
to EDUCREDITO's capabilities to implement the proposed
 
loan. Annex I, Exhibit 2 contains a copy of this
 
certification.
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SECTION II - Project Analysis
 

A. Borro%.zer
 

1. Principal and Participating Entities:
 

The Borrower will be the Government of Honduras,

acting through the Ministry of Economy and Finance.
 
The Government will relend the entire 
amount of the

loan to EDUCREDITO, a private, independent, non-profit

organization formed on July 22, 
1968 and granted legal

status on August 12, 1968 through Decree No. 47 signed

by the President of the Republic of Honduras. Since
 
the A.I.D. loan will be denominated in dollars and the
 
GOH-EDUCREDITO loan in local currency, the Maintenance
 
of Value risk will be assumed by the Government.
 

EDUCREDITO was formed for the purpose of helping

to overcome the lack of qualified trained personnel

in Honduras through the operation of a student loan
 
fund. Annex II, Exhibits 3, 4, and S contain transla
tions of the legal documents related to EDUCREDITO's
 
formation, including the minutes of the meeting at
 
which EDUCREDITO was organized. These documents are
 
the bases upon which EDUCREDITO has established its
 
rules and regulations, which were previously discussed
 
and are contained in Annex II, Exhibits 1 and 2.
 
EDUCREDITO will have the entire responsibility for
 
the implementation of this project.
 

During the intensive review process, the Mission
 
investigated the issue mentioned in the IRR of whether
 
the Borrower under the A.I.D. 
loan should be EDUCREDITO
 
or the Honduran Government. The point in question was
 
what party should assume the maintenance of value
 
responsibility.
 

At first, EDUCREDITO and the Mission considered
 
the possibility of denominating those loans made to
 
students for study outside Central America in dollars
 
in order to pass on in this manner some of the
 
maintenance of value responsibility. However, this is

apparently prohibited by Honduran law and did not appear

entirely satisfactory. Another alternative would have
 
been to obtain a GOH guaranty similar to that used in
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A.I.D. Loan No. 517-L-024, Dominican Republic:
 
Educational Credit. After discussions with the GOH,
 
this proved not to be feasible. EDUCREDITO then
 
proposed the alternative recommended in this paper,
 
which is that the GOH in effect guarantee repayment of
 
the loan in dollars by acting as the Borrower under the
 
A.I.D. loan and at the same time assume the maintenance
 
of value risk by relending the entire amount of the
 
loan to EDUCREDITO in local currency. Annex II, Exhibit
 
9 contains a translation of a letter from the Minister
 
of Economy and Finance to this effect.
 

2. EDUCREDITO's Organization:
 

EDUCREDITO's Statutes, shown in Annex II, Exhibit
 
1, show how EDUCREDITO is organized. A General Assembly
 
has the overall responsibility for policy and matters of
 
prime importance to the organization, and is composed
 
of all the "members" of EDUCREDITO, who are those who
 
have contributed funds or support in one form or another
 
to the program. The General Assembly generally meets
 
once a year but can be called into special session as
 
necessary. Officers of the General Assembly are elected
 
every year and consist of a President, a Vice-President,
 
and a Secretary. The last meeting of the General
 
Assembly was held on March 10, 1971. At that meeting
 
the following people were elected to those offices:
 
President: Oscar Gale Varela, President of the Sindicato
 
de Trabajadores de la Tela Railroad Company (SITRATERCO
a labor union of workers of the United Fruit Company);
 
Vice-President: a representative of the GOII Ministry of
 
Economy and Finance; Secretary: Lic. Mario Rietti, of
 
the Financiera Hondurefia, a private development bank.
 

Principal operating responsibility for EDUCREDITO
 
is in the hands of the "Funding Committee" which is
 
composed of six members elected by the General Assembly,
 
and the Director of this committee functions as the
 
principal executive officer of the organization. The
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operating responsibilities of the Funding Committee are
 
described above on page 11. The Director and the
 
Secretary-Treasurer of the Funding Committee are selected
 
by the General Assembly and are paid salaries by
 
EDUCREDITO. In turn, the Director is authorized to
 
hire such additional personnel as he may consider
 
necessary for operations. The other members of the
 
Funding Committee receive no salaries. The members of
 
the Funding Committee elected for a two-year term at
 
the same meeting are:
 

Director: Benjamin Membrefho, CCTI
 
Assistant Director: Arnulfo Pineda, National Autonomous
 

University
 
Members: J. Trinidad Fiallos, National Association of
 

Industries
 
Andr's Victor Artiles, SITRATERCO
 
Samuel DaCosta Gomez, Aseguradora Hondurefia,
 

(an insurance company)
 
Secretary: Dorcas C. de Gonzalez, CCTI
 

At the present time EDUCREDITO's staff is composed
 
of the following people: the Director, Secretary-

Treasurer, an Administrative Secretary, a Secretary in
 
charge of Orientation and Information and an additional
 
Secretary. The accounting system is currently run
 
through a contractual arrangement with a private 
Honduran firm which provides personnel as necessary.

EDUCREDITO also has retained an Actuary and a Lawyer 
for consultation as needed. Through 1970, the Director 
and the Secretary-Treasurer have only worked part-time 
for EDUCREDITO and the remainder for CCTI due to the 
comparatively small volume of work and funds available
 
for operating the program. When the A.I.D. loan 
becomes effective, a reorganization will take place
 
which will separate EDUCREDITO from CCTI.
 

3. EDUCRIEI) ITO' s Management: 

It is the Mission's opinion that the principal 
reason that EDUCREDITO has been able to be successful 
during its two and one half years of operation is that 
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the management personnel are of extremely high caliber.
 
The Director works as a fund-raiser, promoter,
 
coordinator, and organizer. It is through his efforts
 
that EDUCREDITO has obtained its respected status and
 
position which it now holds within the Honduran
 
community. The Director has recognized the extreme
 
importance of establishing a broad base of support in
 
order to raise the necessary funds as well as to secure
 
cooperation from various government and private entities.
 
An example of the success of these efforts is that a
 
honduran airline, (SAHSA), has offered to provide
 
certain free transportation for EDUCREDITO students
 
along its routes. The Director repeadtedly speaks of
 
the need to preserve the "mystique" which has been
 
successfully developed during the last two years.
 

The Secretary-Treasurer, in cooperation with
 

personnel of the accounting firm under contract to
 

EDUCREDITO, has carried out the financial management
 
and guidance necessary to assure successful operation.
 
The other personnel are not of primary importance to
 

the management of the organization but carry out the
 

staff work necessary for successful operations.
 

EDUCREDITO and A.I.D. personnel are currently
 
considering what type of organizational structure will
 
be necessary in the future to handle the increased
 
volume of operations. The basic model will be very much
 

along the same lines as ICETEX with two divisions,
 
academic and financial, reporting to the Director.
 
These two divisions will be staffed with a few responsible
 
people paid competitive salaries. It is anticipated
 
that hiring will be done slowly during the period of
 
A.I.D. loan disbursements in accordance with actual
 
needs. Please see Annex II, Exhibit 10 for a proposed
 

schedule of administrative positions and costs during
 

the next five years of operations.
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Annex II, Exhibit 11 shows a schedule of donations
 
to EDUCREDITO's endowment through 1970. Further fund
raising activities are now underway and assistance is
 
being provided by the International Executive Service
 
Corps (IESC). The sources now being approached include
 
the larger industrial concerns, many of them in San
 
Pedro Sula and the north coast area, semi-autonomous
 
or autonomous agencies of the GOH such as the Empresa

Nacional de Energia Electrica, the Empresa Nacional
 
Portuaria and the Banco Nacional de Fomento. The
 
Director of EDUCREDITO is confident that he will be
 
able to raise $200,000 (shown above on page 2 in the
 
summary) during the disbursement period of the A.I.D.
 
loan, in order to comply with the suggestion put forth
 
in the IRR approval that A.I.D. loan funds be disbursed
 
according to the ratio of $10 of A.I.D. funds, for
 
every $1 raised locally within Honduras. An appropriate
 
restriction on disbursements under the A.I.D. loan will
 
thus be included in the Loan Agreement. In addition
 
to the contributions shown in Exhibit 11, Exhibit 12
 
shows a list of private organizations, both in-country
 
and abroad with whom other contacts have already been
 
established. As a non-profit organization under
 
Honduran law, EDUCREDITO may receive tax-free donations.
 

The curricula vitae of the people who manage and
 
administer EDUCREDITO are included in Annex II, Exhibit
 
13. These are people of proven ability who have been
 
hired away from previous jobs with other Honduran 
institutions, including the National University. The 
Mission has a very high opinion of the quality of 
the personnel involved with this project because of 
their positive achievements. One of the deciding and
 
indeed perhaps the most critical factor taken into
 
account by the Mission in recommending authorization
 
of this loan is the uniformly high caliber of the
 
personnel associated with EDUCREDITO. The Mission
 
feels that in an organization as small as this, which
 
primarily depends upon the human element rather than
 
upon equipment, technical knowhow, or other similar
 
factors, this is the most important consideration.
 
The Mission intends to encourage the hiring of ex
participants of either EDUCREDITO or A.I.D.
 
participant training programs in order to give the
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best possible orientation to the organization.
 

When the A.I.D. loan becomes effective, the
 
organization will gradually begin to expand. New
 
employees will be trained by present personnel and
 
some replacement of personnel will undoubtedly take
 
place over the loan disbursement period as some current
 
personnel move on into other activities. EDUCREDITO's
 
administrative costs have thus far been partially sub
sidized by CCTI, and EDUCREDITO's most capable people
 
have worked for both organizations simultaneously.
 
CCTI intends to spin off EDUCREDITO as soon as A.I.D.
 
funds are available for disbursement.
 

The Mission believes that EDUCREDITO has the manage
ment capabilities necessary to undertake an expansion
 
of this size. This judgement is based upon the very
 
satisfactory performance of EDUCREDITO during the past
 
2 years, the quality of the A.I.D. loan application and
 
the very effective cooperation between Mission and
 
EDUCREDITO staffs during the intensive review process
 
in developing sound realistic financial plans.
 

In the Mission's opinion, one of the most important
 
management functions within EDUCREDITO is financial
 
planning and budgeting. The methods currently being
 
used and future modifications of them which are now
 
being developed will be discussed in the financial
 
analysis section of this paper.
 

EDUCREDITO has already established contact with
 
ICETEX of Colombia in connection with improvements and
 
development of operating procedures and overall organiza
tion. Loan funds will be provided to help continue
 
financing exchange of personnel, training, trips,
 
meetings, etc., between the two organizations. Any
 
other type of technical assistance which may be needed
 
could also be arranged under the loan. Some assistance
 
in accounting and financial management will be obtained
 
in-country from organizations such as the Financiera
 
Hondurefia.
 

B. Manpower Development - A Related Activity:
 

Although the purpose of this A.I.D. loan is to
 
provide seed capital, technical assistance, and to
 
cover in part EDUCREDITO's administrative expenses for
 
a limited period, both EDUCREDITO and its related
 
organization CCTI have realized the necessity to move
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into the field of manpower resources development and
 
research activities. The Mission is now studying the
 
possibility of assisting these efforts with grant funds
 
beginning in FY1972, initially through the Department
 
of Human Resources Utilization of CCTI which is already
 
functioning.
 

CCTI has stated the objectives of this department
 
as follows:
 

1. Periodically investigate human resources needs
 
in the country in accordance with national develop
ment plans.
 

2. Investigate the output of the Honduran education
al system.
 

3. Determine future human resources needs for
 
organizations in the private sector as well as
 
within the government, establishing priority fielis
 
of training.
 

4. Maintain, in coordination with the Council for
 
Economic Planning, up-to-date information concerning
 
scholarships available to Hondurans and promoting
 
their utilization in the most productive manner.
 

5. Organize an employment service for effective
 
utilization of human resources by private enterprise
 
and the government as well as orientation and
 
determination of priorities in training programs
 
of various businesses and organizations.
 

CCTI itself is a private institution which is
 
involved in a large number of different types of programs
 
such as development of artesan activities, a recently
inaugurated permanent commercial exposition of Honduran
 
products, "cursillos' in fields such as business
 
administration, accounting, vocational and mechanical
 
skills, civic development and leadership training,
 
various community development projects, and loans to
 
small industries. CCTI is principally based on the
 
philosophy that the Honduran private sector must be
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strengthened and that the people themselves must
 
participate in the development process if meaningful
 
strides are to be made by the country in economic
 
development. CCTI has received broad support from
 
government, semi-government and private entities and
 
is continually seeking to expand its activities.
 

These manpower development activities of CCTI will
 

be coordinated with other Honduran institutions who are
 

also already involved to a limited degree: The Ministries
 
of Labor and Public Education, the Central Bank, and the
 

Economic Planning Council have all expressed interest.
 
CABEI has also made some preliminary investigations of
 

area
the possibilities of financing activities in this 

as well as vocational training if it is able to set up
 

a special Social Development Fund for such projects.
 

Rather than to go into further detail on this
 
subject about which definite plans and conclusions
 
cannot really be drawn at this time, it should be stated
 

that the need for manpower development programming and
 

research on a national basis in Honduras has been
 
recognized. Such activities are not presently within
 

the responsibility
EDUCREDITO's scope, but rather, are 

of other agencies. However, EDUCREDITO must coordinate
 

closely with these efforts in order to avail itself
 

of, and utilize, all information and statistical data
 

developed by the Manpower Development Program in the
 
sectors where
allocation of loan funds into the 


most urgently required.
 

C. Technical Considerations:
 

1. EDUCREDITO's Program:
 

The overall plan for the expansion of EDUCREDITO
 
of activity:
includes five basic areas 


--Administering the sub-lending program.
 
--Coordinating the program with manpower research
 

and planning activities.
 
--Follow-up activities to evaluate the effectiveness
 

and impact of the EDUCREDITO program and to keep
 

track of the contributions made by returned students.
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--Counseling of students and preparation with them
 
of comprehensive educational plans.
 

--Maintaining contacts with industry, government

and other institutions to ensure:
 

a) maintenance of a broad base of support for the
 
program including EDUCREDITO's ability to continue
 
to raise funds; and b) to assist in the placement
 
of returned students in good positions through an
 
employment service operation.
 

EDUCREDITO's expansion plan will be programmed to
 
the results of national manpower studies which will be
 
carried out by the human resources development section
 
of CCTI in cooperation with other institutions.
 
EDUCREDITO will have vital interest in all areas and
 
services supporting human resources development.
 

The process of managing the sub-lending activities
 
from a financial standpoint is discussed in detail
 
below in Section E "Financial Analysis". This task is
 
basically one of continual financial planning and fore
casting of disbursements, loan repayments, and cost
 
control. EDUCREDITO's present staff has developed an
 
effective operating system for handling these activities
 
on a small scale which will have to be greatly ex
panded during the disbursement period of the A.I.D.
 
loan.
 

2. Technical Assistance:
 

As the institution grows and its financial and
 
other operations increase, additional improvements in
 
the accounting systems and procedures will have to be
 
made. Credit operations may eventually have to be
 
computerized.
 

It is estimated that the technical assistance re
quired by the borrower will be limited to the following
 
areas:
 

1. Establishment of a sound financial system which
 
is vital to successful operations.
 

2. Short term consultants from ICETEX in Colombia
 
to advise on methods of determination of an
 
applicant's academic ability through the use of
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achievement tests for academic aptitude and
 
language ability as well as methods for continual
 
evaluation and upgrading of selection and placement
 
criteria.
 

3. Specialized training programs to fit the needs
 
of the institution as may be required in its
 
various phases of operation.
 

Some of EDUCREDITO's personnel have already been
 
to ICETEX for various periods of time and others will
 
be going during April, 1971. The Mission feels that
 
the fact that these contacts have already been made and
 
that EDUCREDITO realizes that further assistance will
 
be necessary indicates a sincere desire on EDUCREDITO's
 
part to continue improving its program. With respect
 
to the accounting system, both A.I.D. and certain
 
private organizations such as the Financiera Hondurefia
 
will assist in its expansion. Particular emphasis
 
will be placed on simplifying the disbursement process
 
and also the forecasting of sub-loan repayments with
 
greater accuracy. This is discussed in detail in
 
Section E.
 

Based on these plans, it is estimated that a budget
 

of $50,000 for technical assistance financed under the
 
A.I.D. loan will be sufficient, divided equally between
 
dollar and local currency costs.
 

3. The Demand for Loans:
 

The current experience of EDUCREDITO indicates 
that over the past two years well over 100 fully 
qualified students had to be turned away for lack of 

authorized for thefunds. Duril l 1970, 70 loans were 
amount of $I/1,159.24. At the end of 1970, EDUCREDITO 
was in a fully "loaned out" position. Assuming that
 

A.I.D. funds will be available during 1971,
no 

EDUCREDITO's estimated new sub-loan obligations during
 

1971 will be approximately $90,000. For illustration,
 

EDUCREDITO's 1971 lending program is shown below:
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Industrial Engineering $12,000
 
Agronomy 12,000
 
Electrical Engineering 6,000
 
Chemical Engineering 6,000
 
Economics 6,000
 
Medicine 15,000
 
Other Engineering 13,500
 
Vocational Education 6,500
 
Other Medicine (local) 2,000
 
Local Civil Engineering 1,000
 
Contractual arrangements
 

(discussed below) 10,000
 
$90,000
 

Past EDUCREDITO experience has shown the average loan
 
to be approximately $2,500. However, as the program

expands, it is anticipated that this figure will increase
 
considerably as more and more students undertake study

in various foreign countries. Using this figure,
 
$1,825,000 in A.I.D. funds would signify a total of 730
 
students who could be accomodated from initial A.I.D.
 
loan disbursements for sub-loans. This does not include
 
those to be financed by local contributions and rollover
 
funds provided through loan repayments. Calculating

from the sub-loan disbursements shown during the five
year A.I.D. loan disbursement period 1972-1976 contained
 
in the projected cash flow statement (Annex I, Exhibit
 
14), this figure increases to about 900 students to be
 
accomodated during these five years.
 

It should be kept in mind that in the past, the 
program has had virtually no publicity and that EDUCREDITO
 
has now stopped receiving applications and has simply

had to tell interested students that almost no funds
 
are available.
 

In addition to this point of view, the Department
 
of Human Resources of CCTI is currently engaged in a
 
program by which CCTI will enter into agreements with
 
various private corporations and certain autonomous
 
agencies of the Government of Honduras for studies of
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the human resources needs of these organizations during

the next few years, including an estimate of the specific
 
types of individuals who must be supplied in order to
 
fill management gaps and provide for expansion. The
 
total amount of funds which' will be required in order to
 
carry out this program then is determined. The interested
 
institutions then put up 50% and EDUCREDITO the other 50%,
 
and EDUCREDITO will administer an appropriate scholarship
 
program.
 

It is very important to note that EDUCREDITO has
 
realized the need to maintain this activity at a level
 
consistent with overall priorities for manpower training,
 
in other words, steps will be taken in order to insure
 
that all of EDUCREDITO's resources are not assigned to
 
this type of activity but only a portion of them.
 

Another indication of the demand for this type of
 
program is obtained from a consideration of statistics
 
available from the Ministry of Education. According to
 
the latest statistics (1970), approximately 44,000 pupils
 
are attending all types of secondary level education
 
institutions in Honduras. Of the estimated 3,500 annual
 
graduates, approximately 800 will seek enrollment in
 
the national university annually. Officials at the
 
university believe that this enrollment figure would be
 
doubled if financial assistance were made more readily
 
available to students.
 

Approximately 7,500 pupils are now attending

vocational or technical secondary schools, with 1,460
 
graduating annually. It is estimated that about 500
 
annually would seek further education and training if
 
student loans were available.
 

As a result of the currently active secondary

education reform loan project (AID Loan S22-L-017),
 
Honduras, over the next five years, will provide free
 
public education for about 9,200 students who now 
are
 
paying for it and for about 9,100 students who have not
 
had any previous opportunity for secondary education.
 
Many of these graduates will seek additional schooling

and training, especially if financial ass.stance is
 

UNCLASSIFIED
 



UNCLASSIFIED
 

Page 32 of 48
 

made available. EDUCREDITO is also in the process of
 
entering into arrangements with various Honduran
 
professional associations such as the Society of Civil
 
Engineers for the administration of financial assistance
 
for students wishing to continue training in each
 
particular field.
 

4. Technical Conclusions:
 

Based on these and other considerations, the Mission
 
thus believes that the proposed expansion plan set forth
 
in this paper, including an expansion of EDUCREDITO's
 
financial functions as well as its coordination with
 
CCTI in the development of manpower activities, is sound
 
and completely feasible.
 

D. Economic Evaluation:
 

As has been stated above, the Mission strongly
 
believes that this proposed expansion of EDUCREDITO
 
represents a very significant attempt to confront one of
 
the basic problems which is impeding economic develop
ment in Honduras.
 

As the Director of EDUCREDITO has stated in his
 

Letter of Application for this A.I.D. loan:
 

"I would especially like to call your attention
 

to the justification of our application. Honduras
 
is a country with major educational needs. With
 
an illiteracy rate of 52.7% and a population growth
 
of 3.52%, emergency measures must be taken to
 
initiate the social changes which took place
 
centuries ago in other countries. Another important
 
point which makes the problem even more difficult
 
is that 58% of the population is under 19 years
 
of age.
 

Studies of the needs for educational formation
 
have been made in Central America for the period
 
1964-1974 based on the development plans for the
 
region and the 1964 (level). In terms of Honduras,
 
the study asks for the training of 200,000
 
technicians. Even though these figures refer to
 
the last decade, they indicate the magnitude of
 
the problem."
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The study to which the Director is referring to
 
is "Oferta y Demanda de Recursos Humanos en Centro
 
America, performed by CSUCA (Consejo Superior Universi
tario Centroamericano)", dated 1966. Annex II, Exhibit
 
16 shows one of the most relevant tables from that study
 
which provides an indication of the needs for training
 
during the 11-year period 1963-1974. One of the
 
objectives of the Department of Human Resources of CCTI
 
is to begin work on research in this field in order to
 
develop a more specific and up-to-date idea of what
 
the manpower requirements of Honduras during the next
 
ten years really are.
 

Another set of statistics which help to §how the
 
magnitude of the problem is a comparison of the relative
 
educational levels of Honduras and Costa Rica.
 

Educational Level of the Population over Ten Years
 
of Age as a Percentage of the Total - (1961) 

Level Honduras Costa Rica 
% of Total of Total 

No Formal Education 52.7 15.5
 
Primary 41.1 73.0
 
Secondary 3.6 9.2
 
University 0.4 0.9
 
Other 0.0 1.4
 
Unclassified 2.2. 0.1
 

Source: "Education in Central America" - ODECA, 1968
 

The Mission believes that the above illustrations
 
should make it cleai as to the importance of a program
 
such as that of EDUCREDITO. However, in addition to
 
the theorical contribution, the practical prospects for
 
making a real contribution must also be mentioned. In
 
this instance, EDUCREDITO has proven itself capable of
 
making such a contribution by having done so on a
 
small scale for the past two and one half years.
 

E. Financial Analysis:
 

1. 	Past Operations:
 

EDUCREDITO's operations over the past two and one
 
half years have been characterized by a constantly increas
ing number of sub-loans made in accordance with the funds
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which have become available through private contribu
tions and a loan obtained from the Government of
 
Honduras, using A.I.D. two-step funds. Several factors
 
have contributed to having made the task of financial
 
management so far a relatively easy one compared to
 
what is expected in the future: loan repayments made
 
thus far by students have been very small, interest
 
charges which EDUCREDITO has had to pay on its
 
borrowed money have also been small, administrative
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expenses have been largely covered by CCTI, and the number
 
of sub-loans made has been small (105 through the end of
 
1970). The Secretary-Treasurer and her staff have
 
intimate knowledge of each and every loan and thus are
 
able to detect any slight departure from the norm which
 
in turn rapidly point to the need for swift follow-up
 
action. The financial management, and indeed the overall
 
management of EDUCREDITO up until now has been on a small
 
scale. Obviously, this will no longer be possible when
 
the number of sub-loans increases as it will under the
 
A.I.D. loan program.
 

Annex II, Exhibit 15 shows comparative year-end 
balance sheets for 1968 through 1970 for EDUCREDITO, 
which indicate the growth in the amount of sub-loans 
made, together with disbursements made and contributions 
received. The most significant features of EDUCREDITO's 
financial situation up to the present time are paid-in 
contributions to its endowment in the amount of about 
$31,000 as of the end of 1970 and $185,000 thus far re
ceived under the GO1l loan for $250,000 made in January, 
1969. The remainder of these GOtl funds will be received 
during CY1971 with disbursements under the second GOI. 
loan to begin in late 1971 and continue through 1973. 

At the end of each year, the Secretary-Treasurer 
of the Funding Committee presents a lengthy report 
covering the previous years operations which includes 
complete financial statements, back-up material and 
full explanations. This report is discussed and forms 
the basis for decisions for the following year's opera
tions. Cash flow projections are also prepared in order 
to determine at what level tile lending program can be 
carried out during the following twelve months. During
 
1971, the Government will continue to make disburse
ments under its first loan agreement made in January,
 
1969 using A.I.D. two-step funds. Another second loan
 
agreement has been signed for a like amount ($250,000)
 
of which a small amount will become available during
 
1971.
 

2. Future Plans:
 

Annex II, Exhibit 14 shows a complete cash flow
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statement including past operations and projections

for the first ten years of operations after A.I.D. loan
disbursements begin in 1972. 
 The following table shows
a calendar of A.I.D. loan disbursements during the fiveyear disbursement period. (in thousands of dollars).
 

1972 1973 
 1974 1975 1976 
 Totals
 
$ LC $ LC $ $
LC LC $ LC 
 $ LC Total
 

Sub-loans 150 
 SO 211 69 271 89 331 
 109 412 133 1,375 450 1,825
.Admin.

Expenses - 25 
 - 25 - 25 - 25 - 25 - 125 125

Tech.
 
Assists,

ance 5 5
5 5 
 5 5 5 S 
 5 5 25 25 50
 

TOTALS 155 80 216 
 99 276 336
119 139 417 163 1,400 600 2,000
 

In an operation such as this one, the importance
of accurate and well-prepared cash 
flow projections
cannot be overemphasized. The cash flow statement shown
in Exhibit 14 is based on the best possible projections
which can made thisbe at time, and upon the actualexperience encountered with previous .I)UCREDITO loans andadministrative needs. As be fromcan seen that statement,the most critical 
period of operations is 
for the first
two or 
three years after A.I.D. loan disbursements have
terminated, during which timc 
repayments of sub-loansmade with A.I.D. funds will not have reached a stable
level so that EDUCREDITO could continue to 
lend at a
lcvel approximately equal 
to 
what will be achieved during
the final year of A.I.1). loan disbursements. In order
to conserve resources to ride out this period, afterA.I.D. loan funds are exhausted,the level of sub-lendingwill have to be temporarily cut back from the level whichit had reached during the last year 
of A.I.D. loan
disbursements 
in order to 

in 

put the level of sub-lendingsubsequent years linein with sub-loan repayments
and fund-raising activities. 

It is antiLipated that with these precautions,
adequate financial planning can 
be carried out in order
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to insure the financial stability of this organization
 
and in turn its ability to repay this loan.
 

Several of the line items contained in this cash
 
flow statement deserve further explanation. The detail.s
 
of the two loans made by the GOH with A.I.D. two-step
 
funds are as follows: The first loan for the local
 
currency equivalent of $250,000 was signed on January
 
9, 1969 and is to be repaid after a grace period of 5
 
years beginning in 1974 in 10 semi-annual installments
 
(5 years) with interest of 1% during the grace period
 
and 2 1/2% during the amortization period. Disburse
ments are made as two-step money becomes available and
 
were initiated in 1969, to be completed in 1971. The
 
second loan is for a like anount under the same terms
 
and conditions except that the interest rates are 2%
 
during the grace period and 2 3/4% during the amortiza
tion period. Disbursements are to begin in 1971 and
 
terminate in 1973.
 

Contributions from private and other local entities
 
are shown to be a total of $200,000 over the five-year
 
A.I.D. loan disbursement period conforming to the
 
suggestion put forth in the IRR approval for this loan.
 
The Mission believes that the suggestion is a good one,
 
and EDUCREDITO's rea-tion was very much along the same
 
lines. The Director of EDUCREDITO places grea- emphasis 
on maintaining the support of these local entities, and 
feels that such contributions are indications of this 
support. As of the date of approval of this Loan Paper
 
by the Mission CAC, a total of $ 17,000 had already been
 
pledged and $2,000 collected. EDUCREDITO has obtained
 
the assistance of a representative of the IESC in
 
these fund-raising activities.
 

Interest earnings of EDUCREDITO are based on an
 
average rate of interest of 6% which accrues to both
 
sub-loans outstanding and also to cash temporarily
 
invested in bonds and time deposits. The studies which
 
were made during the Intensive Review indicated the
 
need to raise the interest rates charged on sub-loans
 
from 3% during the period of study and 6% during the
 
period of amortization to 6% and 6% respectively.
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Perhaps the most critical component of the cash
 
flow projections is the rate at which repayments of sub
loans increase during the first 10 years of operations
 
with A.I.D. funds. It is this component which influences
 
how rapidly EDUCREDITO can expand its lending operations
 
and also shows what the situation will look like after
 
A.i.D. loan disbursements are completed. The estimates
 
shown in Exhibit 14 are a conservative estimate of how
 
this in-flow will gradually build up, based partially
 
on prior years' experience, (which is very limited).
 
Eventually, it would be possible for EDUCREDITO to
 
computerize its accounting system and thus be able to
 
calculate these repayments with much greater accuracy.
 

Under Uses of Funds, the two most significant items
 
are the amounts of disbursements for sub-loans made and
 
administrative expenses. The rate at which EDUCREDITO
 
will authorize sub-loans during a given year is higher
 
than the amount of cash which will be available during
 
that year for disbursements. Up until now, the method
 
in which this is calculated was to work out a complete
 
disbursement schedule one year in advance and then
 
balance this against the amount of in-coming funds
 
during that year. With many more sub-loans, this be
comes more difficult but can still be carried out on an
 
approximate basis.
 

This Cash Flow Statement, therefore, is not only 
important indicator as to whether EDUCREDITO will have 
financial success but is also a management tool for 
achievement of that success. It has been emphasized to 
EDUCREDITO that in an operation of this nature, if this 
type of planning is not lone, financial slippage could 
begin to occur up to two years before it would be 
noticeable, and thus it would be too late to take
 
corrective action. It is the Mission's opinion, that
 
if this type of planning is performed in the future as
 
it is now, EDUCREDITO will operate under healthy financial
 
circumstances. If it is not done, no amount of additional
 
funds or other safeguards will prevent eventual financial
 

failure of the project. It is on the basis of these
 
judgements that the Mission firmly believes that
 
EDUCREDITO has the financial management capability to
 
effectively administer an expansion of this size.
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3. Alternative Sources of Financing:
 

Section 7 in Part One above explains that financing
 
for this project is not available from the IBRD, IDB,
 
or the Export-Import Bank. CABEI has not been approached
 
formally concerning this project because it is not of
 
regional significance and furthermore the need for
 
concessionary terms would preclude CABEI's participation
 
under present circumstances. Such terms are necessary
 
in order to keep interest costs to sub-borrowers
 
(students) at a minimum. The proposed project is organized
 
on a non-profit-ma-king nature and therefore is not likely
 
to attract private foreign financing.
 

4. Local Cost Financing:
 

The proposed breakdown between dollar and local
 
currency financing is shown in the table above on page 36.
 
The breakdown is based on realistic cost estimates, tak
ing to consideration that administrative expenses are
 
incurred in local currency, technical assistance paid
 
with both local currency and dollars, and also sub-loans
 
in both currencies. Present A.I.D. regulations require
 
that all disbursements within the five Central American
 
countries be in local currency, and IDUCREDITO has a 
good proportion of students in these five countries
 
including Honduras. The remainder, of course, are
 
abroad where dollar disbursements are necessary. On
 
the basis of loans outstanding at the end of 1970, the
 
following is a breakdown by eacti geographical area in 
terms of value of loans outstanding. 

1. 6.4% in Honduras 
2. 12.4% in other Central American countries 
3. 29.4% in the United States 
4. 40.7% in other Latin American countries 
5. 	 11.1% in other Free World countries (not 

included in Code 941) 

In the future, it is estimated that these relation
ships will continue more or less on the same basis. 
Therefore, on a practical basis, a portion of this loan 
must be disbursed in local currency. A limit of the 
equivalent of $600,000 for total local currency disburse
ments without 	prior authorization by A.I.D. will be
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included in the Loan Agreement. The Lempira, the
 
Honduran currency, is equivalent to $0.50 and is

presently freely convertible. However, it is possible

that in the future this might change, in which case
 
appropriate arrangements will have to be made between
 
the GOH and EDUCREDITO.
 

5. 	Other Financial Considerations Including Prospects

for Loan Repayment:
 

As is mentioned above, the importance of accurate,
consciencious, and continual financial planning cannot

be overemphasized. To summarize, the most important

financial considerations in making this loan are:
 

-The ability of EDUCREDITO to make effective 
use
 
of the rollover funds to repay its obligations to

the GOH and A.I.D., and to conduct its lending
 
program after loan disbursements have terminated.
 

-Effective control and budgeting of administrative
 
expenses, in order to have sufficient and competent

staff to perform the staff work necessary, includ
ing counseling, follow-up, and coordination with
 
the manpower development program.
 

-The ability to effectively cope with bad debts, 
in
 
order to recoup troublesome accounts quickly and
efficiently if possible, without resorting to
 
legal recourse.
 

-The ability to raise funds locally in order to
 
continue growth of the organization and preserve

the broad base of support which has already been
 
established, to preserve the "mystique".
 

-Efficient disbursement procedures which insure
 
control over the use of sub-loan funds, not only

to insure that the funds are 
spent as intended
 
but also that disbursements are made on a timely

basis.
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-Continued effective analysis of loan applications

including reference checks of both the sub-borrowers
 
and the co-signers in order to avoid making loans
 
which will turn out to be problems at a later date.
 
The overall care taken with analyzing each sub-loan
 
application, maintaining close contact with each
 
student while in school, combined with a heavy
handed approach to handling delinquent accounts has,
 
up to the end of 1970, produced an overall delinquency
 
rate of 1.3% as a percent of funds outstanding as
 
of that date.
 

The Government of Hlonduras, as the borrower under
 
this loan, has been meeting its A.I.D. interest and
 
principal obligations in 
a timely manner and is not
 
delinquent or 
in default on any loa, repayments to
 
A.I.D. 
 To the best of the Mission's knowledge, the GOH
 
has 
a similar excellent record with the other international
 
lenders as well as its loans 
from private sources. The
 
GOH will execute a sub-loan agreement acceptable to
 
A.I.D. with EDUCREDITO in local currency. The explanation
of why the Mission concluded that this alternative was 
chosen as a guaranty mechanism are explained above on 
Page 20 under "Borrower". 

The Mission has recommended that the minimum 
statutory terms be authorized in this case in order to 
enable EDUCREDITO to keep excessive costs from being

passed on to 
students who borrow from EUUCREDITO and
 
also to enable IHDUCREDITO to become self-sufficient
 
financially. A.I.D. has recently granted similar loans
 
on the same terms to comparable organizations in other
 
Latin American countries. 

6. Financial Conclusions: 

Based on the above analysis, the Country Team
 
concludes that:
 

-The project is financially sound. 
-There are no appropiate alternative sources of 
financing for this project.

-EDUCREDITO's contribution to the project will be
 
made available in the amounts and timing consistent
 
with the needs of the project.


-The level of local cost financing under the A.I.D.
 
loan is justified, and
 

-The prospects for loan repayment are good.
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SECTION III - LOAN ADMINISTRATION
 

A. Project Execution
 

1. Execution Plan and Responsibility for Actions:
 

The GOH, as borrower under the A.I.D. loan, will 
execute a sub-loan agreement with EDUCREDITO, which will 
have full responsibility for the implementation of this 
project. The Mission believes that there are several 
factors which will insure that loan implementation is 
carried out with a minimum of problems. First of all, 
EDUCREDITO's system of operations has already developed 
and has been functioning well for over two years. This 
project should not experience the customary difficulties 
normally encountered in projects which involve the 
setting-up of new organizations with no previous 
operating experience. EDUCREDITO will receive the 
cooperation of both A.I.D. and CCTI in this work, and 
the inter-relationships between these three organizations 
have been effectivcly established for some time. The 
Mission is in close daily contact with both CCTI and
 
EDUCREDITO. Another factor which will be important is 
that EDUCREDITO is a private institution, is financially 
self-sufficient, and is not dependent upon budgetary 
support from the Government of Honduras. Also, i. is 
not subject to the bureacratic . ystem of operations 
commonly associated with the lenduran public sector, but 
is free and flexible. The piincipal officer in charge 
of the project implementation .il1 be the Director of 
EDUCREDITO's Funding Committee. 

2. USAID Monitorin g Responsibilities: 

The Mission's 'T'raining and Manpower Development 
Officer will be the project coordinator for this loan 
and as such will have the principal monitoring responsibility. 
lie will work in cooperation with the Capital Development 
Officer and the Education Advisor as necessary. The 
Mission will have contact with the Funding Committee 
through an observer's role rather than as a participant.
 
In addition, the loan agreement will contain covenants
 
which require EDUCREDITO to inform A.I.D. of changes
 
in personnel policy, as well as of any changes in the
 
lending criteria, selection procedures for students, or
 
sub-loan terms.
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3. Technical Assistance:
 

As discussed above, technical assistance will be
 
obtained by EDUCREDITO as may be required in order to
 
improve organization, administration, and also for
 
consultation on matters of policy. Numerous contacts
 
have already been made by EDUCREDITO with ICETEX, and
 
the Mission expects that most if not all of the technical
 
assistance financed under the loan will be obtained from
 
ICETEX or similar institutions. However, the possibility
 
that other types of technical assistance may be required
 
should be mentioned. A.I.D. will require, through a
 
covenant in the Loan Agreement, that technical assistance
 
be obtained through arrangements satisfactory to A.I.D.
 

B. Implementation Procedures:
 

1. Target Dates:
 

- Loan Authorized June 30, 1971
 

- Loan Agreement signed and 1st
 
Implementation Letter issued August 1, 1971
 

- Sub-loan Agreement signed between
 
the GOi and EDUCREDITO August 1, 1971
 

- Initial CPs met, including
 
presentation of GOH legal opinion
 
following congressional ratifica
tion Sept. 30, 1971
 

- Initiation of Disbursements January 1, 1972
 

- Terminal Disbursement Date Dec. 31, 1976
 

2. Disbursement Procedures:
 

The Mission recommends that a five-year disburse
ment period under the loan in order that the A.I.D.
 
input can be made over a longer period of time and that
 
EDUCREDITO's growth can take place gradually. The
 
planned disbursement schedule is shown above in the
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table on page 36.
 

Disbursements under the loan will be made directly
 
to EDUCREDITO. Past experience with other loans to the
 
GOH for relending in this way has proven this to be possible.
 
Dollar disbursements will be handled through the A.I.D.
 
Letter of Commitment Procedure with EDUCREDITO as the
 
"approved applicant." EDUCREDITO will be reimbursed
 
through a US bank for expenditures eligible for financing
 
under the loan made in Code 941 countries (excluding
 
Central America). EDUCREDITO will make disbursements
 
directly to institutions located in these countries as
 
well as to the students for their personal expenses.
 

Assistance in setting up these procedures will
 
most likely be requested from the Financiera Hondurefia
 
which is very familiar both with A.I.D. disbursement
 
procedures and banking practices in the United States.
 
Dollar disbursements for technical assistance expenses
 
will be made in a similar manner. 

Local currency disbursements will be handled through
 
the direct reimbursement procedure currently in use by
 
the Mission. All local currency for the project will
 
be generated in a manner satisfactory .o A.I.D. Reimburse
ment vouchers for both disbursements made under sub-loans
 
and for a portion of EDUCREDITO's administrative and
 
technical assistance expenses will be transmitted to
 
A.I.D. via the GOIl and will be processed upon submission 
of appropriate documentation. 

It is anticipated that EIDUCREDITO will present a 
request for advances both in dollars and local currency 
in amounts satisfactory to A.I.D. to initiate disburse
ments and to form the bases of two revolving funds 
under the loan. 

3. Procurement Procedures:
 

Only two types of procurement are contemplated:
 
sub-loans fcr study in countries in which procurement
 
under A.I.D. loans is allowed (currently A.I.D.
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Geographic Code 941), and technical assistance, within
 
the same geographical area.
 

EDUCREDITO is aware that studies in other free
 
world countries must be financed with its own funds,
 
either those made available by the Government of
 
Honduras under the two loans signed with EDUCREDITO,
 
or funds from its endowment. EDUCREDITO has thus far
 
made no loans for study in non free-world countries, and
 
does not intend to do so as Honduras has no diplomatic
 
relations with any such country. GOH law prohibits
 
travel by its citizens to countries with which it has
 
no diplomatic relations. Obviously, the travel of any
 
student to any country will be contingent upon his
 
ability to obtain a visa for that country.
 

Technical assistance will be procured as described
 
above. The Mission does not foresee any departures from
 

-standard A.I. D. procuremnt regulati n ns 

C. Conditions and Covenants:
 

In addition to the standard clauses, the Mission's
 
Capital Assistance Committee recommends that the Loan
 
Agreement contain the following conditions and
 
covenants:
 

1) The GOI1 and EDUCRI I'ITO shall execute a sub-loan 
agreement acceptable to A.I.D. making the entire 
amount of the loan available to EDUCREDITO in order 
that it may carry out the project. The terms of this 
sub-loan agreement shall not be modified except as 
may be mutually agreed by A.I.D., the GOIL, and 
EDUCREDITO. 

2) Annually, throughout the A.I.D. loan disburse
ment period, EDUCREDITO shall present to A.I.D. fo1 
review, a plan, including a cash budget, for the 
management during the following year of the sub
loan revolving fund established through repayments
 
of loans previously made, together with appropriate
 
financial statements covering the previous year's
 
operations.
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3) Loan-funded technical assistance required for
 
further improvement of EDUCREDITO's operations will
 
be obtained as appropriate during the loan implementa
tion period on terms and conditions mutually agreed
 
upon by EDUCREDITO and A.I.D.
 

4) During the A.I.D. loan disbursement period, any

proposed substantial changes to be made by EDUCREDITO
 
to the present student selection criteria, standard
 
sub-loan terms, or other matters which would have
 
a major effect on modifying EDUCREDITO's current
 
established operating procedures shall receive
 
prior approval by A.I.D.
 

5) EDUCREDITO shall inform A.I.D. of any operational

changes made luring the A.I.D. loan disbursement
 
period which involve matters of personnel policy such
 
as staffing, salary levels and administrative costs.
 

6) Semi-annually during the first year, and
 
annually each year thereafter during the A.I.D.
 
loan disbursement period, a joint review of the
 
progress of the program will be held by represent
atives of A.I.D., EDUCREDITO, and the Government
 
of Honduras.
 

7) Except as A.I.D. may otherwise agree in writing,

the amount of the loan used to finance Local Currency

Costs shall not exceed the equivalent of $600,000.
 

8) Disbursements under the A.I.D. loan shall be
 
subject to the condition that the total amount
 
disbursed under the loan shall at no time exceed
 
the dollar equivalent of ten (10) times the total
 
cash receipts of local donations to EDUCREDITO
 
received subsequent to March 9, 1971.
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SECTION IV - ISSUES
 

The Mission believes that a strong case has been
 
presented for authorization of this loan but questions

have been raised, both during the Intensive Review
 
period and by AID/W in the IRR approval meeting (See
 
Annex I, Exhibit 1 for the summary of that meeting)
 
concerning the ability of EDUCREDITO to "effectively
 
administer such a large expansion of its program .........
 

The important variable in this determination is
 
thus the size of the loan to be granted, which is
 
influenced by several factors, among which are:
 

1. The size of portfolio that EDUCREDITO can
 
administer efficiently.
 

2. The loan disbursement period which A.I.D. wili
 
permit (the Mission recommends a S-year period).
 

The Mission is recommending that the full amount
 
requested by EDUCREDITO ($2,000,000) be authorized as
 
opposed perhaps to $1,000,000 or $1,500,000. This
 
recommendation is made for the following reasons:
 

The monley provided by the Government of Honduras 
under the A.I.D. two-step program must be repaid in a 
comparatively short time which will result in a reduction
 
of EDUCREDITO's capital during the years 1974-1980 
of $500,000. This money will thus not have been 
available long enough to enable EDUCREDITO to make 
effective use of the rollover funds from sub-loans 
granted with these funds. These funds in effect are 
being replaced by donations from local sources. 

Secondly, since EDUCREDITO is earning approximately 
60 per year on its sub-loans and temporary investments, 
this will provide an annual yearly interest income of 
about $120,000 as shown in Exhibit 14. These funds will 
be used for covering administrative expenses as well 
as A.I.D. interest payments amounting to a total of 
about $100,000. If the A.I.D. loan amount was reduced 
to perhaps $1,000,000 the total of administrative ex-
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penses would perhaps be $60,000 per year, which would
 
be equal to the income derived from 6% of $1,000,000
 
and thus a shortfall will probably occur and unforseen
 
expenses would have to be covered out of the endowment
 
and the financial substability will prol-.ably not be
 
attained.
 

The Mission believes that the costs of financing
 
and administrating EDUCREDITO's program will have to
 
increase up to some amount over $50,000 per year re
gardless of whether A.I.D. financing is $1,000,000
•1,000,000 oro

$2,000,000.
 

Thirdly, as explained above, $1,825,000 of the loan
 
funds will be used for sub-loans. The Mission estimates
 
that EDUCREDITO is now capable of authorizing approximately
 
$200,000 worth of loans per year with its present staff
 
working full time (which is not the case). Thus, the
 
expansion to an average level of $365,000 per year,
 
allowing for an increase of the administrative staff
 
which would be necessary solely for handling the 
coordination with CCTI's manpower activities does not
 
seem unreasonable.
 

This analysis assumes that a 5-year disbursement 
period is granted as has been requested. If such a 
disbursement period is not acceptable to A.I.D./W, we 
would recommend that the amount of tile loan be reduced 
proportionately. As to the suitability of the 5-year 
disbursement period similar projects in other countries 
have permitted comparable disbursement periods. 

517-L-17 	- Dominican Republic - 4 1/2 years 
- Chile - 5 years requested 
- Dominican Republic (second loan) - 4 years 
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ROUTJINE 	 U:CLASSIFIED COUTROL 150 

ACTION 	 14 JAN 71006omm"00 	 446 
I"FO 

ECON 
A.D ) I N 
CU'R Oil 

R 132346Z JAN 71
 
F'I SECSTATE WASHDC
 

TO A'EMBASSY TEGUCIGALPA 4203
 

UNICLAS STATE 006119 

AIDAC
 

SUBJCT: EDUCREDITO -- STWLJENT LOAN FUI1D - IRR 

CAEC MET ON DEC17.;&ER 3.; TO CONSIDER IRR SUBMIITTED FOR SUB-
J--CT LOAN PROPOSAL. I ' APPFPCVEb WITH RECOMM.E1DATION THAT 

UrAID AD*EGUATELY Z!EAL WITH FOLLOINS DURING INTENSIVE 
PEVIEW ANT) PRESENT APPROPRIATE A;7ALYSES Ai1D CO;CLUSIONS IN 
L3Ar PAPER: 

I. LOA1N JUSTIFICATIO:N SHOULD DISCUSS ROLE THIS ?PRJECT Id 
-,LATIO 	 OVERALL r._TUCTIO~ic:L... I'CLUDING A:ALY3IS OF
 
, RESOURCES A0, Alr'EE IN WHIC'i
3OTTLENECYS . PROJECT
 

'.'ILL HELP .LLEVIAT& SUCI Eo.iLE';ECXS. ANALYSlS SHOULD
 
rOI"'T ,UT PRIORITY TPAINI.iG r.UEDS A;D THEREBY ,'AKE COF:
rlUSIOUiS: IEGARDING CCCE[.:YRATIO:: CF FIANCIAL ASSISTANCE
 

OP T-'INING I: SPEClIED FEY ,,i'AE CURRE''TLY LACKING
 
ALLT .i.ATE FI!IAFCI',G. DEGREE T,' .HICH THIS L(-A' CO.PLEMENTS
 
I . L-.:-CO;::APY Fr'UCATIO1 LCA: olOULD ALSO BE DISCUSSED. 

,. CAF;.LILITY CF EK.UC,%,.ITC Tl EFFECTIVELY ADIIISTER 
LAPCE- E;<PA-Sl C:' CF ITS P, ,.:A SHOULD BE CLEARLY 

D ,O iSIR ATED. 

3. 3IDE AL , C'C. ' .SD AS TO LO . RATIO 
.1liVATE E UIlY TC. GOH A', Al* LCA,.S. A POS-3IiLE 'ISBUP, E

- ,"'tKT ':C,'A" 13: TO IG:-UCE (&Ai PRIVATE EQUIiY CO'TRI-I
 
0-IO1 1-9UL. -.TD LI'iIT AiD FUI G TO TEC TI:'ES PHIVATE
 
-':UITY FUIDI-G. TIUS, LAt ' AD ITIONAL DOLS 12, :C. IN
 

' LAI'TE." ,GULD FREL. AH: ITIO.AL CCLS 100,90C F:10 AI U*'TIL 
LOA'. LI'If REACNED. 

4. CAS'i 'LOI,, z-. L. L jI CLUJL. It; LOAN PAPER TO JUSTIFY 
L:')'.L ',F AIF ! I1' 7( P-OLAELE EFFECTIViLCA, ,',LA 

. .UC" CASH iLCk LHC'ULL CO',SIDER ALL zOL'.:CES OF 
FI:'- At'."AILAUL" FOi . -- PRIVATE JT AI "I %r C'OH, COI IIU-
TI:, I', ETC. AI.' LOA% C('JL, COVER THREE YEA.S 
SU,,LOt, r'c :;I]."EtT , IOn. I. A_2DITIOl, CASH FLCk., SHOU,, 

•I * qm

:rIz
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PAGE 2 "CN: 150 UNCLASSIFIED 

INCLLDE ANALYSIS OF INCOME AND COSTS FOR ADMINISTERING 
PROGRAM. WE WOULD BE PREPARED FINANCE REASONABLE SHARE 
OF SUCH COSTS FOR LIMITED PERIOD UNTIL INTEREST PAYMENT 
REFLOWl ADEQUATE. FINALLY, NAIURE OF GOH GUARANTEE SHOULD 
BE FULLY EXPLAINED. 

5. MAJOR POLICIES, PROCEDURES AND REGULATIONS BY WHICH
 
EDUCREDITO TO OPERATE SHOULD BE DISCUSSED:
 

A. CRITERIA FOR SELECTION OF PARTICIPANTS INCLUDING 
LIMITATIONS ON PERSOiNAL OR FAMILY WEALTH. 

5. ELIGIBLE f'YPE OF STUDY OR TRAINING. 

C. ETA NDARD CONTRACT SETTING OUT REPAYMENT TERM AND 
AGREE',!E !T TO WORK SPECIFIED TIM E IN HONDURAS OR CENTRAL 
A'IRICA. (INTEREST RATES ON SUBLOANS MIGHT CONTAIN MOV 
CLAUSE OR BE It'CREASED GRADUALLY-FROM LEVEL PERHAPS 
I 'ITIALLY LOWER THAN PROPOSED IN IRR TO INDUCE EARLY 
REPAYyE NT).
 

6. AID LOAN COULD FINANCE STUDY COSTS ONLY IN CODE 941 
COUN'TRIES. FURTHER UNTYING POSSIBLE LATER IF AGREEMENTS 
REACHED REGARDING GENERAL AID UNlTYING BY OTHER MAJOR 
DOI.C.R COUNTRIES. 

7. AFTER FURTHER AID/W REVIE SEPARATE GUIDANCE WILL BE 
PROVI2ED REGARDIfC DISBURSE,1E'T PROCEDURES. E MIGHT 
POI T CJT, HOWEVE£R, THAT IiE SEE O JUSTIFICATION DISBURSE 
I'N LOCAL CURRENCY FOR FOREIG- EXCHANGE COSTS. 

8. TO FURTHER ASSIST MISSION It) INTENSIVE REVIEW, WE 
t-ILL 5 DOCUi'EN!TS SIMILAR PROJECTS INLE" DEVELOPED FOR 
OTHER LATItN AMERICAN COUNTRIES. TDY ASSISTANCE OULD 
BE MADE AVAILABLE UPON MISSION REQUEST. ROGERS 
3T
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Student Loan Fund - EDUCREDITO
 

CERTIFICATION PURSUANT TO SECTION 611 (e) OF THE
 
FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED
 

I, John E. Nepple, the principal officer of the
 
Agency for International Development in Honduras,
 
having taking into account, among other things, the
 
maintenance and utilization of projects in Honduras
 
previously financed or assisted by the United States,
 
do hereby certify that in my judgment EDUCREDITO has
 
both the financial and numan resources capabilities
 
to effectively maintain and utilize the Capital
 
Assistance Project consisting of an expansion of
 
EDUCREDITO being financed in part by this proposed

loan entitled honduras: Student Loan Fund (EDUCREDITO).
 

This judgment is also based upon the Mission's
 
opinion that EDUCREDITO's performance during the past
 
2 1/2 years since its founding has been very satis
factory, during which time it has established for
 
itself a broad base of support within the Honduran
 
community and has satisfactorily managed a fund for
 
loans to students, for wnich capital has been supplied
 
by local contributions and a loan from the Government
 
of honduras approved by A.I.D.
 

..- / 

/1 /John E. Nepple 
/ Acting Mission Director 

"I/ l / 7 / 

Date
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STATUTES OF THE STUDENT LOAN FUND
 

EDUCREDITO 

CHAPTER I
 

CREATION AND DOMICILE
 

Create tne Educational Financing Fund
 
as a program of indefinite duration for
 
educational development, a non-profit,
 
private juridical entity which shall
 
be called "LDUCREDITO".
 

"EDUCREDITO" shall have its domicile
 

in the capital of tne Republic. 

CHAPTER 11 

OBJECTI VES 

Tne objectives of "EDUCREDITO" shall be 
the following: 

a) To stimulate tnu technical and
 
professional capacitation of
 
Hondurans who show sufficient
 
aptitude but lack economic means.
 

b) Promote education at various
 
levels in coordination with the
 
national educational institutions.
 

c) To find means of financing
studies on a national and international 
level.
 

d) To promote the formation of an endow
ment for tne financing of "EDUCREDITO". 

e) To cooperate in the best utilization 
of qualified personnel within the 
country.
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CHAPTER III 

MEMBERS 

Article 4. 	The following will be members of "EDUCREDITO": 
the representative educational and training 
organizations, the banking, commercial, 
industrial, labor and other organizations 
or persons who one way or another identify 
with tie intentions or cooperate economically 
to maintain it; having been duly registered 
in tie list of members which shall be kept by the 
Secretary of the Assembly. 

Article 5. 	"EDUCREDITIO" will consist of the following
 
organizations:
 

a) The General Assembly. 

b) Tie Funding Committee 

Article 6. 	The General Assembly will be the nighest 
authority and will orient the policies 
of "EDUCRLII ITO"'. 

Article 7. 	Tile General Assemibly will consist of a re
presentative of eacn institution or participat
ing persons 	 or conitributors to "EDUCREDITO". 

Article 8. 	Each representative will have a substitute 
who will replace nim if necessary. 

Article 9. 	The Assembly will meet by notice of the 
President or in iiis absence by the Vice-
President; the notice of the meeting will be 
made to eacn member 18 hours before the 
Assembly meets. 

Article 10. 	Tne Assembly will meet regularly once a 
year during tihe last week of the month of 
January, and in special session as many
 
times as the Funding Committee or 1/3 of
 
the members of the Assembly deems it neces
sary.
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Article 11. 	 In order that tie Assembly should meet in
 
regular or special session, the presence of
 
one nalf of the members plus one is required
 
in tue first 	 session. If a quorum is not 
formed, a second session will be called and
 
will proceed 	 with the number present. 

Article 12. 	 Tie members of the Assembly will have the 
right to speak and vote. 

Article 13. 	 The resolutions of the Assembly will be
 
adopted by majority vote. In case of a tie,
 
the Presidunt will cast the deciaing vote. 

Article 14. 	 The functions of the Assembly are: 

1. Establisn the policies of the "EDUCRI-DITO" 
program. 

2. Approve the 1%ork Plan and the Annual 
Buoget.
 

3. Approve or disapprove tie Geiieral Report 
anu the Annual Financial Statemcnts. 

4. Appoint the managing personnel of the 
Funding Committe- and, at tne same time, 
cancel those appointments before the end 
of the term based on a just reason. 

5. To resolve any problems which may result 
from the decisioiis made by the Committee. 

6. Delegate functions in thc Funding 
Committee. 

7. All those 	 activities which fall within 
their competence to permit the smooth running 
of "IDUCRLD ITO". 

Article 15. 	 In each regular session of the Assembly, 
the Board of Directors will be elected which 
will serve for one year. The Board of 
Directors will be composed of the President, 
the Vice President and the Secretary. 

Article 16. 	 The duties of the President of the Assembly
 
are:
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a) Direct, coordinate and convene the
 

regular and special sessions.
 

b) Represent "EDUCREDITO" legally. 
c) Delegate authority for operations. 

d) Perform acts pertinent to the job.
 

Article 17. 	 The Vice President will assist the President
 
and will act in his place in case of sickness
 
or inability.
 

Article 18. 	 The Secretary assumes the following respon
sabilitics:
 

a) Record the minutes of the mcet ings of the 
Assembly. 
b) Certify documents and signatures and help 
the President in the sessions. 

c) Prepare wor programs. 

d) Prepare financi.al statements. 

e) All other 	 matters pertinent to the office. 

Article 19. 	 The Funding Committee will he tile operating 
body of "LDJUCRI:J TO" and by the power 
conferred by the Assembly will be responsi
ble for carrying out ind administering the 
p 1og rams. 

Arti le 20. 	 Te CommitLev will be made up of six members 
of woich five will be representatives of 
the institutions and members of "LbUCRLDITO'' 
who will be elected every two years by the 
Assembly anu whose re-election is permitted. 
Thu Committee will be made up of: a Director, 
Assistant Director, three members and a 
Secretary who will be appointed by the
 
Committee. 

Article 21. 	 The duties of the Director of the Funding 
Committee are:
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~~~~I~ 	 dn 't6t~Dir ect, 	 _*~~ 

I,<fjro grals 0 'th~e1c MII~IIft t e> 
2 Convene thIi Sessionsg 

3,z Sign agreemepts..
 
4" 'mploy and dismi.ss personn.
 
S Sig Lrmet and oth'er economi co legal
 
or administrative transactions for the
 
"EiDUCR13DITO"1 	 Fund. 

76. 	 Sign checks joinitly with the Secretary-
Treasurer. 

7. Attend to all those items dealing with
 
administration and representation as delegat

ed by the President of the'Assembly.
 
8. Perform tasks delegated to him by the 

~i 1 regulations. 

Article 22. 	 The Director will be represented by the
 
Assistant Director in case of absence by

the~Director.
 

Article 23. 	 The Secretary of the Committee has the
 
following responsibilities:
 

a) The Secretary may speak but may not vote 
during the Committee meetings. 

bRecommend to the Director the appointment 
ofteadministrative personnel. 
 ' 

c)ctas Secretary-Treasurer.
 

inSolittn andcopienforationV~
 

e)&n teevhn oeste requests gnfdr
eductional loans,~~ns he0 ~1 

http:dismi.ss
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Article&24. 	 The committee, w'il11meet guwar~ao~t. of
no quo num>'
monthmembersan i4 n,&s if e ~tressart 

Arice 5 The reouitions will beetpad bmajority f 

Vo6t and incase of tic, thbDiio'ctor will 
c~ast the decidin' bal1lot., jij 

CHJAPTER IV
 

LOANS
 

Article 26. 	 The capital iof the "EDUCREDITO" Fund will
 
be used to grant loanis to 'qualified H-ondurans,
 
of limited econ~omic resources','who'desire
 
to improve their professional or
 
technical capacity and 'are unable to' do so
 
by other means.
 

Article 27. 	 The persons eligible for-'the "EDUCREDITO"
 
loans will be those who prove they have
 
received an academic average equal or greater 

than 70% (SEVENTY PER CENT) or its equivalent, 

' 

or those who show a sufficient amount of 
experience which makes them capable of re
ceiving further training. This degree of 
experience will be evaluated~by means of an 
examination.
'4 4 

Article 28. Tnose interested in receiving loans from the ;
L *--- E'IDUCREDITO"1 Fund should complete -the 44 

'application received from- the SecretaryWhich 1
 
should be returnedi-to. the' Secretary: accom
'panied by the' following documents:
 

4 4~~~a)
Birth Certificate.
.4 

b) Previous-record orguvud conduct recordi '1' 

-4- 4issued..  by -he proper-authorijties.
 

c) Photoco"y of the~ til 	 or. 

f te~' graes I4,certifi'catin 

~d).CertificationI'S.SUir. ;y sons,-n 164~~4 ,~. 

-~~ h- t~'~ 	 cthe,'ap 	 t"' app 
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title.
 

e) Health Certificate.
 

f) Letter from the probable guarantors
 
assuming responsibility for the fulfillment
 
of the obligations.
 

Article 29. 	 Only those applications which are accompanied
 
by the designated documents will be processed.
 

Article 30. 	 The loans will be analyzed and decided upon
 
by the Committee who for this reason will
 
follow a plan of priorities, keeping in
 
mind the merits of each applicant and the
 
professional or technical needs for the
 
economic and 	social development of the
 
EDUCREDITO Fund, The contrihbuting institu
tions may submit cndi.at:s for loans but
 
these applications wil b prucessed the 
same as the olhCI apl Car ions. 

Article 31. 	 The loans to studn m he,.cr stuies 
in I Universi ty, IoSt-6raduaLu work, or 
for technical ca]pacitatian as long as they 
contribute to the economic development of
 
the country.
 

Article 32. 	 The loans will bc granted for studies both
 
in-country and abroad. Loans for studies
 
outside of the country wi1 only be approved 
when such courses or speci alities do not
 
exist with in 	 the ;on;: try 

Article 33. 	 The loans wil l co;. >letl uy or part:ially cover 
the tuit ion room and hoard and other personal 
expenses, necessary insurance and round 
trip transportation for the student, If 
necessary, the loan will cover the cost of
 
an intensive 	course i n the language of the
 
country where the student will study. The
 
loan will also cover any other expenses 
stated in the contract. The amount of 
the loan will be only the amount necessary
 
to cover the 	indicated expenses conforming
 
to the regulations.
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Article 34. 	 The loans will be granted for a minimum
 
period of three years in accordance with
 
tne merits of tile applicant, 

Article 35. 	 In the case where the institution where the
 
studies will be realized requires advance
 
payment, the expenditures related to tuition,
 
room and board, and student insurance will 
be made directly to thin school having 
received the corresponding vouchers. Any 
other student expenses will be paid two 
montns in advance. 

Article 36. 	 The loans granted will earn i-nterest establish
ed by the respective regulations. 

Article 37. 	 The amorti.zat ions will be made in inoithily 
quotas calcouLaLt id in accoI'dance with tie plan 
calculatcd for 'ach czse. Trie payment of 
the firSt 1uonia Will IO due after a three
1,aonth grace period which will begin on the 
day on wiicn tiic borrower finishes his studies 
or when the contract is broken. 

Article 38. 	 Upon approval of the loan , the becficiary 
or inis legal re)ruscentative will sign a 
colltract witn1-1 tu si lliature of two 
guarantors who will be approved by the 
Committee. 

Article 39. 	 Tie contracts will hbe subject to these 
statutes, its regulations and the existing 
laws of the coutry. 

Article 40. 	 Tile contracts can be modified or broken in 
tile following cases: 

a) When the student ab,.ndons his studies 
without just reasoll. 

b) When poor conduct is observed in or out
sioC of tie place of study. 

c) When the average grades received are not 
considered satisfactory during two 
terms in the same academic year. 
Tne guarantors will be notified in advance
 
concerning the modification or dissolving
 
of the contract. 
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CHAPTER V
 

OBLIGATIONS OF Tll BENEFICIARY
 

Article 41. 	 The beneficiary of an EDUCREDITO loan will
 
have the following obligations:
 

a) Ask for authorization to be able to work
 
during the time that he is studying.
 

b) Submit all information concerning the
 
course of his studies as the educational center
 
emits them and upon finisning the studies,
 
submit a final report.
 

c) When the loan has yen ;ra.ted for studies 
outside the count ry, o}1n borrower is obliged 
to return to servel, . country. tf services 
are not rcnd.r.6 witni the counivy, the 
immediate pa K( i", n will du eman'acJlt lo 	 oirnded. 

d) Submi.t vuonunc: for .xpoadiitiirv on books 
anu other study materi als. 

e) Take out and pay for a life insurapce plicy, 
the amount of wnich wil be equal to the 
amount of tne loan and which will be in effect 
the same amount of time as the loan. The 
value of the paid prcmium will be added to 
the total value of the loan. 

CIiAPTIR V1 

R i CGHT S 

Article 42. 	 The applicant may contest the decisions of
 
the Committee within a period of 60 days
 
from tne date in whicn the party was notified
 
of tne decision; having passed the specified
 
period of time, the oecision will be
 
irrevocab lu.
 

Article 43. 	 The first time, the decisions will be contested
 
before the Director of tne Committee and
 
the secona time before the President of the
 
Assembly.
 

Article 44. 	 Once naving -emitted a decision, the
 
Committee will study the case to decide upon
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modification 	or confirmation of the decision.
 

CHAPTER VII
 

ENDOWMENT AND COMPTROLLERSHIP
 

Article 45. 	 The endowment of the Fund will initially be
 
made up of the funds which the Agency for
 
International Development (A.I.D.) has 
placed at the disposition of the C.C.T.I.
 
for this purpose, as part of the Alliance
 
for Progress Program; in addition to the 
contributions and donations from nublic 
and private, national aiid foreign institu
tions anu. otner 	 corporations, 
partnerships 	 and individuais, The interest 
earned from loans will become part of the 
endowment.
 

COMPT'1,OLL ERS!1 	1P 

Article 46. 	 The EDUCREDITO Fund wi. ll have its own internal 
controls. The accounting will be done 
by an outside auditor when the conLributors 
deem it necessary anu suggest it to the 
Board of Directors. 

CIA"I'iR VI1] 

INFRACTIO',NS AND SANCTIONS 

Article 47. 	 The failure to comply to the noorms herein 
establisned will be an infraction against 
the statutes independent of the infractions 
waiich the laws of the country may indicate. 
The following sactions have been establish
ed:
 

a) Written warning. 

b) Temporary or permanent suspension from
 
financi ng.
 

c) A demand that within a moderate amount
 
of time complete or partial payment of the
 
loan should begin.
 

d) A demand for the immediate payment of the
 
total amount loaned and the respective
 

interest.
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CHAPTER IX
 

GENERAL CONDITIONS
 

Article 48. 	 PROVISIONAL- This program will provisionally
 
function within the Centro Cooperativo
 
T~cnico Inaustrial until such a time as an
 
autonomous specialized organization is
 
formed.
 

Article 49. 	 The present statutes can be modified with
 
the approval of 2/3 of thle votes of the 
General Assembly and will be in force from 
the day in which it is published in the 
official newspaper "La Gaceta" authorizing
the Committee so as to be able to formulate 
the respective rules.
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ACT NO. 15
 

In the city of Comayaguela, D.C. on tnle Twenty
second day of October of Nineteen hundred and Sixty

Nine, the Members of the Funding Committee for the
 
Student Loan Fund "EDUCREDITO" joined together in a
 
special session to discuss and approve the rules and
 
regulations of the Fund, with the following persons
 
present: representing the National Association of 
Industries, Mr. J. Trinidad Fiallos and Jesis M. Estra
da; 	 for SITRATERCO, Victor Andr6s Artiles; for the 
Centro Cooperativo T6cnico Industrial, Benjamin Mom
breio and Dorcas G. do Gonzalez and Mr. Marcos 0. 
Mendez as an invited observer. The absence of Mr. 
Herndn Rodriguez of the UniVersity of Honduras was 
excused. Eng. Benjamin Membrefio, Director of the 
Committee, presided over the meeting with Mrs. Dorcas 
G. de Gonzalez as secretary. The meeting proceeded 
as follows: 

1. 	 Opening of the meeting.
2. 	 Reading of the minutes of the iast meeting. 
3. 	 Discussion and approval of the minutes. 
4. 	 Analysis of the rules and regulations one by 

one, being approved of in the lollowing manner: 

RULES AND REGULATIONS FOR Til ST UDENT LOAN FUNI)iiI)UCRLDI ) - .... . .. . ..... ..... . 

Article 1. The Student Loan Fund will be subject to the 
statutes anu the rules and regulations in grant ing loans 
to qualified Hlondurans, of limited economic resources 
who desire to improve their profe: stonal or technical 
capacity, on both a national ana international level. 

Article 2. ELUCRLDITO funds will be used for loans and 
to cover the administrative fees involved with the 
program in accordance with the stipulations in the 
statutes. Surplus funds can be converted into readily
liquidated securities or bonds conforming with the 
decisions of the Funding Committee. 

Article 3. The administrative funds will be handled in 
accordance with the specifications established in every 
contract. 

Article 4. The members of EDUCREIDITO will be the re-
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presentatives of educational, commercial, industrial
 
and labor organizations and other persons who in one 
Lay or another identify themselves with its propositions 
and contribute to its maintenance, having been properly 
registered with the Secretary of the General Assembly. 

Article 5. EDUCREDITO will be controlled by the Assembly, 
deciding. the policies of the institution; and will be 
made up of a representative of each of the participating 
or contributing institutions or persons; each represent
ative will have a substitute. The Funding Committee 
will carry out the policies of the As sembly. 

Article o. Tne President and his substitute will call 
the Assembly with a notice of at least 48 hours, and 
it is obligatory to meet in regular scss ior. once a yea
in the last week of January and in special session 
wnenever necessary, whe never tae Co;a itLcce thould decide 
it necessary, or when it sho ld he roquesl.d by at least 
1/3 of the membur, of the Asse. b:ly. 

In Assembly qou:orm he1formed 
the presence of one nilf plus one of the members ini the 
first summons, and ii tn second summons by the number 
of members present. 

Article 7. the a wi he by 

n' have 
right to speaik and \oto ana tne decision a will be made 
by majority vote, tLn Presicent Voting in case of a tie. 

Article S. Eacth mcm;hcr" ( tlof A:ssemb'lv " ill the 

Aicle 9. 'LTe ftOiCI {io> of tac AS:.bl Will be those 
designated in ArticlV 14 of tAn StttCs. 

Article 10. Toe A>.amly .,"ill elect the Board of 
Directors from am n the members of .DJCI(EI) 1O as 
designated in the Statutes. 

Article 11. The du ties of each of the members of the
 
Assembly will be those designated in Articles 16, 17
 
and 1b of the statutOS with the Assembly being able to
 
assign those duties they deem necessary for the develop
ment of the program.
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Article 12. The Assembly delegates to the Funding
 
Committee the responsibility for the administration
 
and the execution of the programs. As a special body
 
it will be made up of six members, five of which will
 
be representatives of the institutions or individual
 
members, who will be elected for a period of two years
 
and will consist of: a Director, Assistant Director,
 
three voting members and a Secretary appointed by the
 
Committee. The members of tne Committee will have
 
the duties specified in Article 21, 22 and 23 of the
 
statutes.
 

Article 13. The Secretary will be responsible for
 
informing the members of the Committee when sessions 
are called, when tre activities of tne fund demand it, 
the President suggests it, or when the majority of the 
members ask that a special session be called. The 
first session will meet with the majority oY the 
members and toe secono witn tihe number present ; the 
Presioent will vote in case of a tic. 

Article 14. The 'ucrctar) will he ros ibc:ile fo' 
receiving and processing the loan applications which 
will be passed to the CommiLLe for approvai, being 
able to consult knowledgeable persons or institutions 
in special cases concerning various technical or
 
professional aspects.
 

Article 13. The LI)IJCREI)ITO Funding CommitLee will grant 
loans to ilonduras of lii;,iLeo economic resources who 
prove: 

a) 
or 
b) 
own 

A grade average e
its equivalent. 
That the student 
studies. 

qual 

is 

to 

una

or 

ble to 

nigher than 

finance 

70% 

his 

c) That tLhe specialization or fielu chosen is
 
associated with professional or technical capac
itation.
 
d) Ful ill all other requirements designated in
 
Article 28 of tne statutes.
 

Article 16. Toe Committee wili not process those 
applications whicn do not fulfill the requirements 
mentioned above in Article 15 anu will process only 
those applications related to university studies, post
graduate work or technical capacitation and that they 
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be useful to the development of the country.
 

Article 17. In relation to its economic responsibilities 
the Committee will docide on the amount of the loan to 
be granted and when they will be able to grant it 
covering all or part of the s;tudies, keeping in mind the 
merit of the applicant, considering his educational or
 
economic level, and the importance of the studies he
 
wishes to pursue.
 

Article 18. The Committee can grant loans for a maximum 
period of three years in order to finish studies and 
the payments will be made in accordance with the 
contract which EDUCREDITO executes with the applicant. 

Article 19. Tne amounts loancd will cu.n ,%'* rate of 
interest while the applicant is ,tudyi ,g and o" rate 
of interest upon completion ef tne stujies. The payments 
will be made by the beneficiary according to the plan 
wn ich will be made for this purpose, lv ,innin_ the first 
payment in accordance with Article 37 of the statutes 
or when necessary according to tee ,';pctivc contract. 
Tnese percentages will be subject- o change according 
to the actuarial studies which will he made for this 
purpose and which in all cases must be approved by the 
Committee, The amounts granted in the loan will be 
protected by an iEsurance company until a prog ram of 

self-insua'ance is established in accordance with the 
reserves of the fund. 

Article 20 . The beneficiary of a loan is obligated to 
dedicate himself only to his studies; only in very special 
cases will the Committee ptrmit other activities. Viola-
Lion of this article will justify dissolving of the 
contract and all those obl.i.gations des ,ignatedin 
Article 41.
 

Article 21. The present regulations may be wholly or
 
partially modified by resolution of the Committee and
 
will be in force from the day of their approval.
 

* to be modified, see Capital Assistance Paper 
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CERTIFICATION
 

"ACT OF TilL CONSTITUTIVE ASSEMBLY FOR TIHE STUDENT LOAN 
FUND 'EDUCREI)ITO'". In the city of Tegucigalpa, D.C.
 
on the Twenty-second day of July, Nineteen lundred and
 
Sixty Eight, assembled in the Conference Room of the
 
Ministry of Economy and Finance the representatives of
 
the institutions who have indica'ed their desire to
 
cooperate in the realization of the Student Loan
 
Program "lDUCREDITO", duly convened by the Director of
 
the Centro Cooperativo Tccnico Industrial, for the
 
purpose of holding the Constitut ive Assembly for the
 
"IEDUCREDITO" Fund, the session begi ning at 4 o'clock 
in the afternoon in accordance with the respective
 
agenda. The following persons were present: Lic. 
Manuel Acosta BonlI Ia and [ic. FI:orentino Alvarez A.
 
representi ng the Ministry of Econony and Finance;
 
Lic. Roberto Ramirez iepr.sent ing the Central Bank of 
Honduras ; Lic. Alberto Ga leano y Arturo Schei b 
representing the National D)evelopmenmt Bank; Lic,
 
Rigoberto Sandoval an.d Alfredo R. Mart inez for the
 
Council for Economic Planning; Ing. Arturo Quezada 
and L ic. Herna1n Rodriguez representing the University 
of Honduras; Mr. Robert J. Minges, Marcos 0. M6ndez 
and Edward P. Astle for the Ageacy jor International
 
Development, (A.I.1).); Mr. Oscar Gale Va reta represent
ing SITRATERCO; I. ,. Csar A. batres y J. Trinidad 
Fiallos for the National Association Qf Industries,
 
and Ing. Benjamin NMembreio and Lic. i)orcas G. de 
Gonzales representing the Cunt-o Cooperativo Tcnico
 
Industrial. The session proceeded as follows: FIRST:
 
before referring to the agenda, Ing. Bc. *Pmn Membre
fio explained to tnose attending the sess the objec
tives of the program '"'The Student Loan Fund 'ELDUCREDITO'". 

Ing. M'nbreiio concisely expressed that considering 
the need for duly qualified personnel in the country,
 
it has been deemed necessary to create an institution
 
that would cooperate in financing the studies of
 

londurans who because of limited economic means
 
cannot further their education, and who later contribute
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to solve the industrial problem of the lack of qualified
 
personnel. It was indicated that often there were
 
scholarships offered within the country which could not
 
always be adequately made use of because of a lack of
 
funds to complement these scholarships; for example,
 
there are these who wish to begin Post-Graduate studies
 
and are married but the scholarship does not cover the
 
living expenses of their dependents who remain in the
 
country. This proposed fund would ease such difficulties
 
by complementing the scnolarsiips by means of the loan 
which it would grant. Ing. Membrefio continued to say 
that A.I.D. has a scholarship program but that these 
scholarships cannot always be use(d because they are 
only partial, thus the creation of a .loan fund wou].d 
hielp increase the number who woud ben efit, with the 
unuerstanding that this fund would cont.inue to rotate. 
When the participants of the Asscmbly were informed 
of the goals of this project, tihey offered their 
support both as indkVidUa. and .iQI tiL;r position as 
represc atives. Ing . ;umibrcn answered all the 
questions made by tnose attending concerni,ng the 
program. Following the plan of the agendta, they
proceeded to elect the Board of Directors if the 
Assembly woich was chosen as follows: President: the 
Minister of Economy and Financu; Vice-Prusident: 
l)irector of the National Association of Industries; 
Secretary: a Representat ivc from tihe Council for 
Economic Planning. Immediately a fterwards the Board 
of Directors of the Funulng Committee was elected: 
Director: Director of trie CoH t ro iKoop)el-fl; vo Tcnico 
industrial; Assistant Director: Represcntat ive of
 
the University of Honduras; Secretary-Treasurer:
 
Assistant to tae Director of the Centro Cooperativo 
"Ocnico Industrial; First Representative: a 
Representative of SITRATERCO; Second Representative: 
a Representative ot7 the National Association of 
industries. SECOND: thh meet ing was turned over 
to the Board AT)--]rectorsand Lic, Manuel Acosta 
Boni lla, the Minister of Economy and Finance, as
 
President, began the discussion of the statutes which
 
were approved.
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CERTIFICATION
 

The undersigned Secretary of State for Government
 
and Justice certifies Resolution No. 47 which literally
 
states: THE PRESIDENCY OF THE REPUBLIC. - Tegucigalpa,

D.C. the twelfth of August of Nineteen Hundred and
 
Sixty Eight. - PURPOSE: to act on the application
 
presented to the EXECUTIVE POWEiR, by the Secretary of
 
State for Government and Justice, dated the Twenty-

Sixth of July by Alfredo R. Martinez, of legal age,

married, lawyer and of this ciy, acting a,; Secretary

and coni erring power at the same time to Mr . Jesos M.
 
Estrada, of legal age, married, lawyer and of this 
city, who have joined togethe r to ask reogiitio of 
the juridical person which they ruprescnt and approval
 
of its statutes.
 

CONSEQUENTLY: the ptitiuner aLl ached to his application 
the fol.lowi,ng document:;: a) Con:0 (7,erltification;:-.tituln.l'. 

b) rertification of the proposed Statutcs and c) Certifica
tion of the Election of a Bloard of I)irc,:tors. CONSEQUENTLY: 
since the application underwe"L the proper legal proceedings, having been sent to the Atto:ney Kneral of the
 

Republic, who upon returning the document gave a favorable 
opinion on it. CONSIDERING: Lhat the statutes of the 
Assembly of the Student Loan Fund "EDUCREDITO" do not 
counteract the laws of the country, pu J c order, 
morality or common practi ce, conseut according to law 
may )e granted, THEREFORE: TilE CONSTii'UTIONAL PRESIDENT 
OF THE REPUB3LIC, pursuant to the authority rested in 
him by the Constitution of the Republic, resolves to 
RECOGNIZE the charter and approve the statutes of the 
Assembly for the Student Loan Fund "EDUCREDITO".
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CERTIFICATION
 

The undersigned Sub-Secrctary of State for Government 
and Justice certifies Resolution No. 39 which literally 
states: "TIHE PRESIDENCY OF THE REPUBLIC". - Tegucigalpa, 
D.C. tne fourth of December of Nineteen Hundred and 
Sixty Eight. PURPOSE: to act on the application 
presented to the EXECUTIVE POWER by the Secretary of 
State for Government and ,Justice, dated the Twenty
second of tne same month and year, by Jesfis Maria 
Estrada, of legal age, married, lawyer and of this city, 
contracted to ask for th AVEN)MLh:TS f the Statutes 
of the "ASSEMBLY OF IL SiU]L\T--LOAN - UN--I])CR--I-FFO' " 

CONSEQUENTLY: the petitiloner attached to hi.s application 
tne following documents: a) Certif icaltion of its 
recognition as a legal cuLit ' b) C( rtifiication of the 
Amendments of the Statutes; CONSEQUENTIL Y: since the 
application received the proper legal proceedings, having 
been sent to the Attorney G(cnoral or the Republic who, 
upon returning the document, gave a favorable opinion 
on it. CONSIDERING that the Statutes of the Assembly 
of the Student Loan Fund "',)tCRItl1O" do not counter
act the laws of tihe country, public order, morality 
or common practice, consent according to the law may 
be granted; TIEIFORE , the Constitutional President 
of the Republic, pursuant to the authority vested in 
him by the Constitution of the Republic RESOLVES TO 
RECOGNIZE the Statutes of the "Assembly of the 
Student Loan Fund 'EDUCRED)ITO'". 
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LOANS GRAITED ACCORDNG TO FIELLD OF STUDY AND
 
ACADEMIC DEGREE (HIGHER EDUCATION 1968 - 1970)
 

ACADEMIC DEGREE 
AREA OF STUDY Lic/BS MS/ESP DOCTORATE 

1. Business Administration 	 6 11 

2. Forestry 	 - 1 

3. Public Administration 	 - 1 

4. Airports 	 - 1 

5. Agronomy 	 6 2 

4 	 - 6. ArChitecture 
7. Social Sciences 	 - 1 

-8. International Comerce 	 - 1 
9. International Law 	 - 1 

10. Econonic D-.xlop.ent 	 - 1 

11. 	 Lconomics - 1 
1 - 12. 	 Aricultural Economics 
1 - 13. Philosc rhy 


14. Civil Engineer 	 2 1 
--15. Electrical Br-;ineer 	 1 

16. 	 Forostry Engineer - 4 1 
2 - 17. Muchanical End-incer 
2 	 - 18. Chei,,ical Ln-ineer 
-	 1 19. 	 Operations Research 
1 - 20. Mathemiti cs 

11 7 21. 	 Medicine 
3 - 22. 	 Mark eting 
1 - 23. MicrobioIofj 
-	 1 24. Dertistry 

25. Psychology 	 - 1 1 
-	 1 26. Chemistry 

TOTAL 41 37 2 

TOTAL HIGHER EDUCATION: 80 

Note: 	 These loans are for completion of these indicated programs
 

of study, according to EDUCREDITO's policy.
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LOANS GRA11TED ACCORDIG TO THE FILD OF STUDY 

1968 - 1970 TECHNICAL AIM SECONDARY LEVELS 

AREA OF STUDY NUMBER 

1. Agricultural Aii:inistration I 
2. Aeronautics 1 
3. Business AdMinistration 1
 
4. Aviation 1
 
5. Animal Science 2 
6. Agricultural S'ience 2 
7. Computing Technolory 1
 
8. Decoration 3
 
9. Agricultural Econ6mics 1 
10. Geolo-r 
11. Union Leadership 
12. Marketin 
13. Small Industry 
14. Dairy l'o-ducts 
15. Mental Health 
16. Secretary 

17. Woodworking 
2.8. Secondary Education 


1. 
1
 
2 
1
 
1
 
1
 
4 
2.
 
1 

TOTAL 25
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DISTRIBUTIOI OF TIE COU11TRIES INT WHICH 
BENEFICIARIES CCMPIETED Th=IR STUDIES 

DECFBER - 1970 

ACADEMIC DEGREE 
COUNTRY TECHNICAN LIC/BS MS/ESP DOCTORATE 

1. Honduras 4 13 - -

2. Mejico 1 17 9 -
3. U.S.A. 17 5 12 1 
4. France 1 1 3 -
5. Chile - - 3 -

6. Spain - 1 3 -

7. Canada 1 - - -

8. Guatemala - 3 - -

9. Nicaragua - - 6 -

10. Israel - - 1 -
11. Germany - - - 1 
12. Costa Rica - 1 - -
13. Holland 1 - - -

TOTAL 25 41 37 2 
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TRANSLATION
 

Ministry of Economy and Finance
 
Republic of Honduras
 

Tegucigalpa, D.C., May 17, 1971 No. CP-596
 

Mr. John E. Nepple
 
Acting Director
 
Agency for International Development
 
Tegucigalpa, D.C.
 

I)car Mr. Nepple:
 

In answer to your letter of May 11 in which you 
requested confirmation of the possibility that the 
proposed A.I.D. loan to EDUCREDITO could be channeled 
through the Government of Honduras, I hereby inform 
you that this Ministry is in agreement with this 
proposal, i.e., that the loan would be directly to 
the Government of Honduras, which would relend it
 
to EDUCREDITO.
 

Sincerely,
 

Manuel Acosta Bonilla
 
Minister of Economy and
 

Finance
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EDUCRED ITO 
Estimated Annual Administrative 

(thousands of dollars) 

Costs 

1972 1973 1974 1975 1976 Total 

Personnel: 

Director 
Secretary 

Chief-Academic Div. 
Secretary 

Chief, Financial Div. 
Accountant 

Secretary 

Supervisor of Pay
ments and Collect

ions 
Assistant Accountant 
Office Boy 

$ 12.0 
2.0 
7.2 
2.0 

4.8 
2.4 
2.0 

2.4 

0.6 

12.0 
2.0 
7.2 
2.0 

4.8 
2.4 
2.0 

2.4 

0.7 

12.0 
2.3 
7.2 
2.3 

5.1 
2.7 
2.3 

2.7 

1.8 

0.8 

13.2 
2.6 
7.5 
2.6 

5.4 
3.0 
2.6 

3.0 

2.0 

1.0 

13.2 
2.9 
7.8 
2.9 

5.7 
3.3 
2.9 

3.3 

2.1 

1.1 

Sub-total 35.4 35.5 39.2 42.9 45.2 

Other: 

Rent 
Furniture/Equipment 
Office Supplies 
Travel 
Miscellaneous 

$ 3.0 
5.0 
2.0 
1.0 
4.3 

3.0 

2.0 
1.0 
4.3 

3.0 

2.0 
1.0 
4.3 

3.0 

2.0 
1.0 
4.3 

3.0 

2.0 
1.0 
4.6 

> a 
z n 

i r-
H. C 

Sub-total 15.3 10.3 10.3 10.3 10.6 

TOTAL $ 50.7 45.8 49.5 53.2 55.8 Q 

0 
oio h 



EDUCREDITO 

DONATIONS TO ThE PROGRAIM'S ENDOWMENT - STATUS AT END OF YEAR 

1966 1969 1970 

DONOR RECEIVED OWED TOTAL RECEIVED OWED TOTAL RECEIVED OWED TOTAL 

Central bank $10,000.00 10,000.00 
National Devel
opment Bank 5,000.00 5,000.00 

Standard Fruit 
Company 100.00 100.00 1,000.00 1,000.00 

SITRATERCO 250.00 250.00 
A.I.D. 3,750.00 1,250.00 5,000.00 1,250.00 1,250.00 
C.C.T.I. 1,500.00 1,500.00 
Banco Atlan

tida 750.00 750.00 
UNAH (National University) 2,500.00 2,500.00 5,000.00 2,500.00 2,500.00 
Financiera 

.tondurefia 5,000.00 5,000.00 1,250.00 3,750.00 5,000.00 
Bishop Joyce-
Vermont 
Partners of 
the Alliance 500.00 500.00 500.00 500.00 

Personal 7.50 7.50 55.00 55.00 

TOTAL $191107.50 l,250.00 20,257.50 6,055.00 8,000.00 14,055.00 5,250.00 3,750.00 9,000.00
 

ro 

'o
 

x 

http:9,000.00
http:3,750.00
http:5,250.00
http:14,055.00
http:8,000.00
http:6,055.00
http:20,257.50
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EDUCREDITO 

Otner Contributions to the Program and its Endowment
 

LLO S. ROWE FUND: A fund provided for in the will of
 
Dr. Leo Stanton Rowe, General Director of the Pan 
American Union, 1920-1966, wnich was established in 
order to grant loans to students, professionals and
 
Latinamerican researchers who wish to study in the 
United States. 

In accordance with its objectives, it will grant loans 
to honduran students who are enrolled in institutions 
of higher learning in the United States and who fulfill 
tnc requirements of tne Leo S. Rowe Fund and EDUCREDITO. 

INSTITUTE FOR INTERNATIONAL EDUCATION: This group will 
provide selection, orientation and supervisory services
 
to beneficiaries of EDUCRLDITO in Junior Colleges in
 
six states in the United States and will promote work 
opportunities for those who fulfill the necessary re
quirements. Tney will also try to arrange jobs and 
scholarships fior the students. 

PANAMERICAN AGRICULTURAL SCHOOL - LL ZAMORANO: An 
attempt will be made to increase the number of Hondurans 
in tne scnool by establishing a joint fund under the 
administration of EDUCRLDITO. Each institution will 
donate a total value of $US135,000.00 to tie joint 
fund over a period of nine years. 

CIVIL ENGINEERS OF HONDURAS: The amount of US$10,000.00
 
will be provided to be used as loans to students in the
 
engineering field or in related fields. EDUCREDITO
 
will provide the same amount for the program. 

MEDICAL ASSOCIATION: Tne amount of US$10,0Uu.uo will 
be provided to form a fund with an equal amount provided
by EDUCREDITO for loans to students in the field of 
medicine or related fields. 

UNCLASSIFIED
 

http:US$10,0Uu.uo
http:US$10,000.00
http:US135,000.00


UNCLASSIFIED
 
ANNEX II, Page 27 of 46
 
Exhibit 12, Page 2 of 2
 

OTHER BUSINESSES: Quimicas Dinant, Banco Atldntida,
 
Cementos de Honduras, Fabrica de Hilados "Rio Lindo",
 
Empresa Portuaria, and Ferrocarril Nacional have indi
cated that they are arranging to place under EDUCREDITO's
 
administration 50% of the funds needed for a program to 
prepare their own personnel, with EDUCREDITO providing the 
other 50%. 

A.I.D: Financial assistance for English classes in
 
Georgetown University to students who enter the United
 
States under EHUCREDITO sponsorship. In some cases it
 
will cover tt.Eion and fees of the student that the program
 
sends to the Technological Institute of Monterrey.
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BIO-DATA OF EDUCREDITO PERSONNEL
 

1. Director - Benjamin Membrefio M. 
 Age 58
 

Studies: Civil Engineering Degree from the National
 
University of Honduras
 

Experience: 1960-1970: Director of the Centro Coopera
tivo T6cnico Industrial (CCTI). 

1968 Founder and Director of the 
EDUCREDITO Program. 

1958-1960: President of the National 
Manufacturer's Association. 

1958-1966: Alternate Director of the Central
Bank of Honduras representing
the industrialists of the country.
Elected four times. 

1956-1959: General Manager of the Cotton 
Cooperative of Honduras. 

1952-1954: Honduran Minister of Agriculture.
(Founder and Organizer of the 
Ministry). 

1950-1952: Sub-Minister for Agriculture,
Labor and Development for the 
Government of Honduras. 

1949: lead of the Engineering Division
of the Interamerican Cooperative
Service of Public Health (SCISP). 

1943-1948: Head of Projects of SCISP on the 
Honduran North Coast. 
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2. Assistant Director- Arnulfo Pineda L6pez Age 42
 

University
Studies: 	 Graduate of the Law School, National 


of Honduras - 1965
 

Studied at 	American University, Washington, D.C.
 

Experience: 1966-1969: 	 In charge of Publications and 
Information for the Secretariat 
of the Superior Council of Central 
American Universities (CSUCA) 

1969-pres.: 	In charge of scholarships for the
 
National University of Honduras
 

1969-pres.: 	Profussor of Law in the University
 

3. 	Member of the Funding Committee - J. Trinidad Fiallos
 

Age 63 - representative of the National Assoc

iation of Industries.
 

Present Occupation: 	 Manager, National Association of
 
Industries
 

Graduate in 	Economics from the
Studies: 

National University of Mexico, 1947
 

Experience: 1967-1971: 	Present position.
 

1958-1967: 	General Director of Statistics, GOH
 

1955-1957: 	Chief of Statistics for the National
 
Development Bank
 

4. Member 	of the Funding Committee - Andr~s Victor Artiles
 
M. Representing the Workers' Union 
of the Tela Railroad Co. -(SITRATERCO) 
Age 46 

Present Occupation: 	 Plumber
 

Course at 	the Institute of Social
Studies: 1955: 

Sciences, 	University of Puerto Rico.
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1962: 	 Course at AIFLD, Washington, D.C.
 

- Various other seminars related in 

Labor Unions
 

Experience: 1957-1961: 	Secretary-General of SITRATERCO
 

1966-Present: Secretary-General of the
 
Honduran Workers' Federation (CTH)
 

S. 	Member of the Funding Committee - Samuel DaCosta Gomez
 
representating the Aseguradora
 
Hondurefia (an insurance company)
 
Age - 70
 

Studies: 	 Graduate of the Law School of the
 
National University of Honduras
 
(1932)
 

Experience: 1960-Present: President Aseguradora Hondurefia
 

1957-1963: Alternlate Judge Honduran Supreme
 

Court
 

1952-1956: 	Alternate Director of the Central
 
Bank of Honduras
 

6. 	Secretary-Treasurer - Dorcas Gloria Cantarero de Gonzales
 
Age 34
 

Studies: 	 AID Participant in Leadership Train
ing Course at the Inter-American
 
Center, Loyola University
 

Economics Degree From the National
 
University of Honduras (1967)
 

Experience: 1965-1970: 	Economist and Assistant to the
 
Director of CCTI
 

1963-1964: 	Assistant Professor in the School
 
of Economics at the National Univ
ersity of Honduras.
 

1959-1961: 	Program Coordinator for Technical
 
Assistance and Scholarships of the
 
Honduran Economic Planning Council.
 



EDUCREDITO 

ACTUAL AND PROJECTED CASH FLOW STATEMENT 

Actual Budgeted thousands of dollars 

Sources 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 

Cash on Hand- Begin
ning of year: 90.0 73.0 109.0 213.9 282.0 338.4 386.0 448.9 386.4 354.5 357.3 372.1 474.1 497..4 

Disbursements by 
GOH under loan 
agreements: 89.0 92.0 140.0 82.0 - - - - - - - - - -

Local Contributions 
Lo endowment: 5.0 10.0 23.5 31.5 39.5 47.5 58.5 60.0 75.0 75.0 75.0 100.0 100.0 100.0 

AID disbursements 
fcr sub-loans: - - 200.0 280.0 360.0 440.0 545.0 - - - - - - -

Interest earned on 
outstanding ioans 
and investments: 7.0 10.0 32.0 54.0 76.0 98.0 120.0 120.0 120.0 120.0 120.0. 120.0 120.0 120.0 
Sub-loans repayments: 9.0 15.0 51.9 58.3 91.8 119.2 161.0 217.0 303.8 337.9 375.9 389.6 399.0 394.2 
AID disbursements for 

technical assistance: - - 10.0 10.0 10.0 10.0 10.0 - - - - - -

AID disbursements for 
administrative 

expenses: - 25.u 25.0 25.U 25.0 15.0 -... 

Other: 9.0 33.0 - - - - - - - - - -
Total funds available 
during the year: 209.0 233.0 591.4 753.8 884.3 1078.1 1305.5 845.9 885.2 887.4 928.0 981.7 1093.1 1111.6 

Uses 

Sub-loan disbulse
nents: 108.0 lu7. 307.0 330.0 435.0 540.0 640.t 250.0 325.0 350.0 400.0 400.0 400.0 400.0 

Administrative ex
penses: 11.0 15.0 30.7 45.6 49.5 S3.2 55.S 55.0 5S.1 56.9 59.7 62.6 65.7 68.9 

ct HiH -02 

0 H 



EDUCREDITO 

ACTUAL AND PROJECTED CASH FLOW STATEMENT - CONTINUED 

thousands of dollars 

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 

Interest and amortization payments to 
t i D n: 

A.I.D. 
Interest and amorti
zation payments to 
GOH 
1st loan: 
2nd loan: 

rechnical assistance 
costs: 

Other: 

-. 

1.0 
-

16.0 

.5 
0.5 
_ 

4.7 

2.5 
3.5 

10.0 

11.0 
1. 

Z.5 
5.0 

10.0 

18.9. 

27.5 
5.0 

10.0 

-

28.4 

55.5 
5.0 

10.0 

-

40.0 

54.0 
56.8 

10.0 

-

40.0 

54.0 
55.5 

5.0 

-

40.0 

51.5 
54.1 

5.0 

-

40.0 

25.4 
52.8 

5.0 

-

40.0 

51.4 

5.0 

-

40.0 

-

5.0 

-

125.0 

-

5.0 

123.0 

-

5.0 

To be spent during 
the year: 136.0 124.0 378.4 471.6 545.9 69Z.1 856.6 459.5 530.7 530.1 556.1 507.6 595.7 596.9 

Cash on Hand 
of year: 

- end 
73.0 109.0 213.0 282.0 338.4 386.0 448.9 386.9 354.5 357.3 372.1 474.1 497.4 514.7 

ro 
0
0 
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EDUCREDITO
 
Comparative Year-end Balance Sheet
 

ASSETS 


ASSETS
 

Circulating
 

Cash 

Banks 

Loans Due (Short Term)1 


Interest Due (Short Term)l 

Investments 

Contributions to Endowment
 

Due (Short Term) 


Fixed Assets
 

Contributions to Endowment
 
Due (Long Term) 


Loans Due (Long Term)1 


Interest Due (Long Term)1 


Equipment and Furniture 


Deferred Assets
 

Accumulated Operating
 
Losses 


Deferred Credits and
 
Expenses 


in US dollars
 

December 31 


1970 


692.16 

(4,5u6.54) 

15,73o.36 

1,962.29 


77,500.00 


1,250.00 


2,500.00
 
115,883.82 


1,330.28 

2,348.60 


5,505.59 

180.60 


TOTAL ASSETS $ 220,323.16 


December 31 December 31 

1969 1968 

87.78 
64,849.07 2,507.02 
7,145.34 574.13 

759.63 291.70 
25,000.00 10,000.00 

8,000.00 1,250.00 

25,082.30 5,300.22 
1,211.52 11.28 

595.32 

2,203.68 467.76 

411.65 265.00 

$135,346.30 $ 20,707.11 

http:220,323.16
http:5,505.59
http:2,348.60
http:1,330.28
http:115,883.82
http:2,500.00
http:1,250.00
http:77,500.00
http:1,962.29
http:15,73o.36
http:4,5u6.54


UNCLASSIFIED
 
ANNEX II, Page 34 of 46
 
Exhibit 15, Page 2 of 2
 

EDUCREDITO
 
Comparative Year-end Balance Sheet
 

in US dollars (continued)
 

December 31 December 31 December 31
 

1970 1969 	 1968
 

EQUITIES
 

Liabilities:
 

Circu lating 

51.32 14.67 349.61
Accounts Payable 
Interest Payable 453.04 261.01 

Loans Due (Short Term) S,000.00 

Fixed
 

Loans Due (Long Term) 185,656.30 96,908.11
 

Net 	Worth:
 

20,357.50
Endowment: 	 34,162.50 33,162.50 


TOTAL EQUITIES 	 $ 220,323.16 $235,346.30 $ 20,707.11
 

NOTES TO EDUCREDITO'S COMPARATIVE BALANCE SHEET: 

1. 	 These items refer to sub-loans to students which were
 
outstanding at each year end.
 

2. 	 EDUCREDITO keeps its books on cash basis and thus does not
 

include in the balance sheet itemsi showing the amount of
 

funds obligated for further disbursements of sub-loans
 
as yet not receivedalready authorized, nor undisbursed funds 

from tne GOH under the GOH-EDUCREDITO loan agreements These 

items are carried in separate accounts, and the respective 
levels at years-end were:
 

December 31 December 31 December 31
 
1970 1969 	 1968
 

Sub-loans authorized
 
58,432.75 S,914.34
but undisbursed 128,326.40 


GOIl loan disbursements
 
authorized but not
 

yet received 64,343.70 153,091.89
 

http:153,091.89
http:64,343.70
http:128,326.40
http:S,914.34
http:58,432.75
http:20,707.11
http:235,346.30
http:220,323.16
http:33,162.50
http:34,162.50
http:20,357.50
http:96,908.11
http:185,656.30
http:S,000.00


HONDURAS
 

Requirements for Educa:ional Formation (in thousands) for the period
 
19u3-1974 by educational level and population
 

TOTAL 	 UNIVERSITY LEVEL
 

Already Already
 
Occupaticn 1974 available Formation 1974 available Formation


Needs from 1963 Requirements Needs from 1963 Requirements
 
stock 1963-1974 stock 1963-1974
 

Professional 34.1 i4.3 I9.4 :4 	 .5
a.4U
 
Managerial 7.0 3.2 3.8 0.8 0.30 0.50
 
White Collar 27.0 12.87 14.13 0.3 0.07 0.23
 
Sales 43.b 21.87 21.73 0.3 0.07 0.23
 
Agricultural 402.0 395.17 7.43 0.0 0.07 0.53
 
Blue Collar 21o.8 112.43 104.37 0.6 0.13 0.47
 

TOTAL 731.1 559.84 171.26 7.5 2.14 5.36
 

SECONDAR) Li:VL1. PRIMAR'; LhVEL 	 OTHER 

Al ready Already Already 
1974 avai'able Formation I1974 available Formation 1974 available Formation 
Needs from 19t3 Requirements Needs from 1963 Requirements Needs from 1963 Reiui'-ements 

stock 193-1974 stock 1963-1974 stock 1963-1974 

Prufessional 12.2 4.o 	 -- 19.9 a. a.80 b.1 3.1U 3.0
 
Managerial 2.5 U.90 1.60 2.0 0.7 1.3 1.7 1.30 0.4 
White Collar 9.0 3.90 5.1o 9.5 S.0 4.5 8.2 3.90 4.3 t 
Sales 1.9 0.90 1.0 12.1 3.2 8.9 29.3 17.70 11.6 
Agricultural 2.0 0.40 1.6o 41.3 4.2 37.1 358.7 390.50 -31.8 
blue 	Collar 5 .0 1.50 3.50 49.7 10.9 38.8 161.5 99.90 61.6
 

TOTAL 32.0 12.2-
 -7 .4. 125.5 29.10 9o.40 565.5 516.40 49.1 

Source: Cinsejo Superior Universitario Centroamericano (CSUCA) 	 g 

Estudio de Recursos ilumanos en Centroamerica Q 

"Oferta y Demanda - Recurscs hiumanos er-Centroamericd - No. 6, 1966 - Page 67 H 0 
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STUDENT LOAN FUND - EDUCREDITO 
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Application Form
 

(Translation)
 

Recent Photo
 

I hereby apply for a loan from EDUCREDITO for the amount 
of in order co cover costs of tuition,
 
entrance, etc. _; living expenses_; 
hooks and supplies as a student in 
school of training center for the 
academic year beginning and ending 

Personal Information 

Name: 
Address: Age: 
Place anWTi-ate of birth:__ 
Wife's name (if married): 
No. of Children:
 
Father's name:---- Livi?:
 
Address:
 
Occupation: _
 

Mother's name: Living?:
 
Address:
 
Occupation: _ _ __ _
 

In case of emergency notify: 
Telephone:
Address: 


UNCLASSIFIED
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Financial Information
 

If married, include basic maintenance costs of family; 
also provide data showing your and your spouse's 
annual income. 

Cost Budget for Academic Year
 

Tuition, etc .......................... L.
 
Books and supplies ................... .
 
Quarters..............................
 
Food.................................
 
Clothing .............................
 
Transportation ....................... .
 
Other (specify).......................
 

TOTAL ........ L.
 

Resources available for payment of these expenses 

Savings .............................. L .
 
Scholarships ........................
 
Support from parents .................
 
Work during vacations ................
 
Part-time work .......................
 
spouse s i coc ......................
 
Other (specify)......................
 
Full-time work .......................
 

TOTAL L._ 

Can you live with your parents? Do you have a 
bank account?: Present balance: L. 
Name of Bank: 
If you have received a loan or scholarship indicate from 
where and for how long:_.
low much do you receive per month-T-from t his?:_____ 

Will you receive other income not explained above?: 
Specify: _--


UNCLASSIFIED
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How many dependents do you have?: 
_If married, does your spouse receive separate income?: 
a
 

Amount per month: L. Does spouse study in 

If yes, specify: _University?: 

will you need-additional funding from EDUCREDITO 

before
 

-completing your studies?: 


Occupation and Practical Experience
 

If you now work or have worked in addition to your studies,
 

answer the following:
 

Prior Position 

Name of Employer:
 
Exact Position: _______
 

Name of immediate supervisor:
 
Ln_-cd_:
Work began: - __, . -


Reasons why you left:
 
Beginning Salary:
 
Last Salary:
 

Present 	Position
 

Name of I.:iployer:
 
Exact Position:
 

Ended:Work began: 
_

Reasons why you left:__ 

Beginning Salary:
 
Last Salary:
 

Educational Information 

Name and address of your secondary school: 

Date of graduation: :
 
Have you ever atten--d"-a-university?
 
if yes, 	indicate dates:
 

application for post-graduate studies?:

Is this 

indicate date of graduation and university degree
If so, 

received:
 

_Institution: ___"_ 	 n
or* actual date-ofrgraduatoExpected 	 n: 

UNCLASSIFIED
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Languages
 

read, and written:
Indicate languages spokeln, 


Degrees of Proficiency: 

General lnform-.tion 

Publications, articles, etc. 

words why you have
Please summarize in less than 200 

field of for you are applyingstudy whichchosen the 
for this loan: 

three (3) references (not relatives)Indicate 

(names, addresses, occupations) 

guardian:To be completed by parent or legal 

Age:Name: 

Address: ___
 

Position:-Business: 


UNCLASSIFIED
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_
_
_
_
Type: _ _ 

Age:


Mother's name: 
Type:- - .Add re ss: -y 


Position 
:
 
-
Total annu,--1ncome fr-o--l sources: 

_ _ Ages:
Number of dependent, children: 


_Number who study: _ _ 


Do you own real estate:
 
....
Valve of mortgage: 


Monthly payment: ______
 
plans of i e

Do you agree wit7'1e--educational 
appl icant?:
 
Will you assithi nac ially'? 

which he isthe period of time for
With what sum ove 
If not, indicate why:applying?: 

We have read this app licat ion in full and agree with it, 
,h aliicant uki~ersta-ds his

and we believe that 
repay the loan. We certify that the 

responsibility to 
funds requested are necessary in order that the applicant
 

may continLue his education. 

Signature
 

that the applicant has been 
must- be presented(Evidence if thisinstitutionaccepted for enrollment in any given 

into the institution).

application involves first entrance 


UNCLASSI FlED 
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Analysis of Application No. 
Date:
(Translation) 


The undersigned has examined the application of
 
for tie period of
 

for studies of 

in tie following institution___ 

with attachments contains,and that suEhinformation, 
following information: among other things, the 

The loan is for
 
The applicant is londuran hy uirth?:
 
The applicant now resides in londuras?:
 

_
If not, where:_ 

has named tnu following guarantors:,.The applicant 

The applicant studies III:"
 

The applicant Is enplyed-V:
 
The applicant has demonstrated suiie-- olgo
 
the language of the country of study:
 

enrolm -n'-t th 
The applicant has been accepted for 


institution:-


The average of his qualifications is: 

Good 
No rma 

ef i- tent 

The applicant has presented: 

Loan app I icat io 
.....Birth CertifiCate 


Certi ficate
Health 
Letters of good conduct-
Letters of guaranty fro;n two cosignors__

_Photocopy of his diplomas__ _ 

Observat ions:-

Analyst
 

UNCLASSIFIED
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Loan Approval Form No.
 

(Translation)
 

The Funding Committee, in accordance with Article 31
 
of the Statutes of EDUCREDITO, considering that:
 

has applied for a loan
 
-or to continue his studies of 

in oi_ andr the period of 

that the application has been adjuste- to tne require
ments of the Statutes. 

Resolves on the authorization of a 
loan for ___ to )e spent as follows: 

Tuition, etc ................... L.
 
Round-trip transportation ......
 
Books and supplies .............
 
Graduation Lxpenses ............
 
Living and personal expenses. .
 
Life insurance policy ..........
 
Medical Insurance .............
 
Others (tpeciiy) ...............
 
Contingencies..................
 

TOTAl, L. 

to in order that he may 
continue or un-e-rtae7 tue stucies mentioned above. 
The loan will be executed by means of a contract as 
required by the Statutes, including all necessary
 
clauses. 

Director Secretary-Treasurer
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STUDENT LOAN FUND - EDUCREDITO
 

of December 31_, 1970

Information on EDUCREDITO students who had completed their studies as 

Number Field of StudyComp leted 

1 Industrial and Mechanical 

Engineering (B.S) 

2 Cytology (post-grad.) 


3 Mechanical Engineering 
(B.S) 


4 Agronomy 

5 Union Leadership 

(tech.) 


Present Position 


Advisor, Centro 

Cooperativo T&cnico 

Industrial (CCTI) 

San Felipe Hospital 


Quimicas Dinant 


DESARRURAL ( an agency 
of the GOH) 

TAN Airlines (official 

of employees' union) 


Information indicating prior
 
position and changes as re
sult of his studies.
 

Was a student, now is the head 
of the Department of Technical 
Assistance of this development 
organization 

Had previously been a doctor
 
on the staff of another hospit 
now is a specialist in cancer
 
treatment
 

Had been a student, now a
 
Project Supervisor
 

Had worked previously as ex
tention agent, now Chief of 
Bean Program
 

Took course in union leader
ship representing his Union
 

HPF- -P 

0 CUNCLASSIFIED 0O 



______ 

Position
Completed PresentNumber Field of Study
Su~hZ.2!Ip~i~tedposition 


6 Milk Production (tech.) in U.S.A. 


Consulint America 

7 Airport Engineering 


(M.S.) 


GOH Ministry of 
8 Geology (tech.) 

Natural Resources 


Opened her own school 
Interior Decoration
9 	 in Tegucigalpa in this 

(tcch.) 


field 


UNCLASSIFIED 

Information indicating prior

and changes as re

sult of his studies 

Failed to return to Honduras
 
and now working in the USA. 

Has paid his loan in full.
 
May eventually return to
 
Honduras
 

Worked previously for the
 

National Port Authority, now
 

a consulting engineer.
 

Previously employed by Ministr
 
a lower level 	but this loan
at 


complemented a scholarship
 
and is now an 	inspector of
 

same Ministry
mines for the 


Was previously privately
 
but now has opened
employed, 


school to train Honduransthis 
in this field 	in-country
 

rH 

0 

to 
0



Number Field of Study Completed 

10 Psychology (M.S.) 

11 Mathematics (B.S.) 

12 Business Administra-
tion (B.B.A.) 

13 Motors and instrumenta-
tion (tech.) 

14 Business Administration 
(M.B.A.) 

15 Agronomy (B.S.) 

Present Position 


National University 

of Honduras 


National University 

of Honduras 


Cementos dc Honduras 


Private business 

(bakery) 


Standard Fruit Co. 


DESARRURAL 


UNCLASSIFIED 


Information indicating prior
 
position and changes as re
sult of his studies
 

Had received B.S. from the
 

National University but now
 

teachingthere with M.S. 

Was previously a student, now
 
a professor
 

Was a student, now an
 
administrative head of tnis
 
cement factory
 

Not working in his field of
 
stud), and delinquent in his
 
payments (EDUCREDITO's one
 
"bad" loan so far) collection
 
efforts are now underway
 

Had prior work experience but
 
now a financial analyst
 

Was unable to finish college
 
due to financial difficulties
 
and obtained a loan for this
 
purpose
 

0t"JIH )'M 

0 o H 
H=
 

o'
 



Number 
 Field of Study Completed 
 Present Position 	 information indicating prior 
position and changes as re
suit of his studies 

16 Medicine (M.D.) Tela Hospital 
 Was previously a student, now 
on Hospital staff.
 

°,'ti . o' 

C 4z-
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AID 1240-2 (1-71) ANNEX III, Page 1 of 19 

CHECKLIST OF STATUTORY CRITERIA 

(Alliance fo. irogress)
 

In the right-hand margin, for each item write answer or, as apprc;,riate, 
a summary of required discussion. As necessary, reference the section(s) 
of the Capital Assistance Paper, or other clearly identified and available 
document, in which the matter is further discussed. This form may be made 
a part of the Capital Assistance Paper. 

The following abbreviations are used: 

FAA - Foreign Assistance Act of 1961 , as 	amended. 

App. - Foreign Assistance and Related 	Agencies Appropriations Act, 1971. 

M14A - Merchant Marine Act of 1936, as amended 

COUNTRY PERWOR?NCE 

Progress Towards Countrni Goals 
1. Through a number of loans 

1. 	FAA 208; e .251(b). granted by A.I.D., the IDB, and
 
the IBRD, in addition to a grant


A. Describe extent to which 	 project funded by the UN, Hon
country is: 	 duras is placing heavy emphasis
 

on increasing food production,
 
storage, and distribution.
 

(1) Making appropriate efforto
 
to increase food production
 
and improve meano for food
 
storage and distribution.
 

2. Honduras is receptive to for
eign private investment. The
 
A.I.D. Specific Risk Investment 

(.)Creating a favorable climate Guarantee Program is fully oper
for foreign and domestic private ative. Loans for projects are 
enterprise and investment, available from a number of sour

ces, among them the.Government
owned National Development Bank
 
and the Central American Bank for
 
Economic Integration.
 



AID 1240-2 

(3) -Increasing the public's 
role in the developmental 
process, 


(4) (a)Allocating available 

budgetary resources to 
development, 


(b) Diverting such 
resources for unnecessary 
military expenditure (see 
also Item No. 16) and 
intervention in affairs of 
other free and independent 

UNCLASSIFIED

Page 2 of 19
 
Annex III
 

3. Honduras is making efforts
 

to increase private sector par

ticipation in the development
 
process. This proposed loan is
 

encourspecifically designed to 

age the development of the human
 

resources within Honduras nec

essary to participate in this
 
process.
 

Honduras is allocating a
4(a). 

satisfactory portion of its
 

annual budget to developmental

of
 purposes. Approximately 26% 


its 1971 budget is allocated for
 

investment-type activities.
 

4(b). Military expenditures of
 
Honduras increased following the
 
1969 hostilities with El Salva
dor. However, these increases do 
not appear to have been dispro
port ionate to Honduras' defense 
needs and are not being used to 

also Item No.14 .4ntervenc in the affairs of other 
nations. (See 

free and independent nations. 

5. The implementing agency, 
() Willing to contribute funds toEDUCREDITO, is a private organiza

tion and has expressed willingness
the project or program. 
to provide a reasonable contribu

tion to this project. Please 
of the Capitalrefer to page 
for details.Assistance Paper 

2
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(6) Making economic, social, 6. Honduras permits free 
and political reforms such as political expression. Im
tax collection improvements and provements in land tenute 
changes in land tenure arrangements,arrangements and tax collec
and making progress toward respect tion are being realized now 
for the rule of law, freedom of and will be further support
expression and of the press, and ed by an A. I .D. loan for 
recognizing te importance of the initiation of a cadaster 
individual freedom, initiative, project which was authorized 
and private enterprise. in 1970. 

(7)Adhering to the principles of 7. Honduras is adhering to 
the Act of Bogota and Charter of the principles of the Act of 
Punta del Este. Bogota and the Charter of 

Punta del Este.
 

8. Honduras has been
 
attempting to encourage its
 

(8) Attempting to repatriate capital own citizens to repatriate 
invested in other ountries by its capital invested in other 
own citizens. countries through the en

couragement of investmcnt 
in new projects within 
Honduras which will contrib
ute to economic development.
 

(9) Otherwisc responding to the vital 9- Honduras has just held 
economic, political, and social national elections in 
concerns of its people, and demonstrat .codancewith the terms 
a clear determination to take effective tie ConstItution thus 

self-help measures. enabling tie people to par
ticipate directly in the 
country's political pro
cess and to express their
 

B. Are above factors taken'into account irolitical,economic, and 
the furnishing of the subject assistance? 	social concerns. In addi.

tion, the Government activ. 
ely encourages self-help 
development projects both , 
large and small.
 

B. Yes
 

3
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Treatnent of U.S. Citizens 

2. 	 FAA B 620(c). If assistance is 
is the governmentto government, 


liable as debtor or unconditionaZ
 
guarantoron any- debt to a U.S.
 
citizen for goods or services
 

(a)furnished or ordered where 
such citizen has exhausted 
available Zegal remedies and 

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

620(c)(1). If assistance
3. FAA § 60) ).Iasitnesuch 
has it 

a. government,is to 
(including government agencies or 

subdivisions) taken any action 
effect of nationalwhich has the 

izing, expropriating, or otherwise 
seizing-ownership or control of 

property of U.S. citizens or 
entities beneficially owned by 
them without taking steps to 
discharge its obligations 
toward such citizens or entities? 

UNCLASSIFIED
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2. 	 There is no evidence of 
such indebtedness. 

3. There is no evidence of any
action. 
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Protective 	 4. During the last three 

years, Honduras has not 
Act. §.5. If country has seized, or seized or imposed sanctions 
imposed any penalty or sanction against, on any U.S. fishing vessels 
any U.S. fishing vessel on account of on account of activities in 
it fishing activities in international international waters. 
waters, 

a. ha any deduction required by
 

Fishermen'sProtective Act been made?
 

b. has complete denial of assistance
 

been considered by A.I.D. Adminiatrator?
 

Relations with 	U.S. Government and Opher 
Nations
 

5. 	 A,A (M20(). If asni';tance is for 
any productive enterprise; whicl will 
compote n the U.S. witi U.S. enter
prit, io there an cr.iement by the 

rec*pint countyr/ to prevent export 
to the U.S. of more than 20% of the 
enterprise's annual production during 

the life of the loan? 

6. 	FA1A i 620(j). Has the country
6. ___ ) ttilities 
permitedor failed to take 
adequate measures to prevent, the 
damage or destruction by mob action, 
of U.S. property? 


5. This loan is not for a
 
productive enterprise.
 

6. 	During the period of ten

sion 	and public commotion
 
1969 hosresulting from the 


with El Salvador,
 
the GOHl failed to take ade
quate measures to prevent
 
damage to the US Chancery
 
building in Tegucigalpa and
 

the US Consulate in San Pedro
 
Sula from mob action. Hon

duran officials subsequently assure adequate
 
protection in any future disturbances, have now
 
provided 24-hour police guards, and are complying
 
with their agreement to compensate the USG in full,
 
for damages 	sustained.
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7. 	Honduras has fully ini
7" 	 FAA f 620(l). If the country has 

failed to institute the investment tiated the A.I.D. Investment 

guaranty program for the specific Guarantee Program. 
risks of expropriation, in con

vertibility or confiscation, has the 

A.I.D. adinistrationwithin the past 

year considered denying assistance to
 

such government for this reason?
 

8. 	 FAA 9 620(q). Is the government of 8. Honduras is not in default 
the recipient country in default on under any FAA loan.
 

interest or principal of any A.I.D.
 

loan to the country?
 

FAA 	 i 620(t). Hlaz the country 9. Honduras has maintained9. 
ocvered diplomatic relations with diplomatic relations with the
 

U.S.? If so, have they been resumed United States.
 

and have ne bilateral assistance
 
a 2,,,ements been negotiated and entered
 

into since such resunrption? 

arrears
the payment 10. Honduras is not in
10. FAA 5 620(u). What is 

to the extent described by
status of tze country's U.1. 
of the UN Charter.
Article 19
obligations? If the country is in 

arrears, were such arrearage taken
 
the A.I.D. Administrator
into accozoit by 


in determning the current A.I.D.
 
Operating Year Budget?
 

11. FAA 620(a). ,ocs recipient country 11. Honduras does not furnish 

furnish assistancc to Cuba or fail to assistance to Cuba or permit 

take appropriate steps to prevent ships or aircraft under its 
its 	flag from flag to carry cargoes to orships or aircraft under 


from Cuba.
carrying cargoes to or from Cuba? 

6
 



UNCLASSIFIED
 
ANNEX III, Page 7 of 19
AID 1240-. 

12. FAA F 620(b). If assistance is to a 12. The Secretary of State 
' • has determined that 

is not soHonduras 
government, has the Secretary of 

State 

Hontrolled.it is not controlled
determined that 
controlled.

by the international Communist movement? 

is not a13. FAA § 620(f) Is recipient country 13. Honduras 
Communist country.a Communfst country? 

14. FAA 5 620(i). Is recipient country 14. A.I.D. has no evidence 
in any way involved in (a) subversion of any subversion or agress

of, or military aggression against, the ion, or of plans for such
 

U.S. or any country reccizving U.S. action, against any country.
 

assistance, or (b) the planning of such
 

subversion or aggression?
 

15. FAA 9 620(n). 
15. Honduras does not fur-


Does recipient country furnish goods 
nish goods to North Vietnam
 

to North 7iet-lch-z or permit ships or 
to carry or permit ships or aircrafc aircraft under its flag 

to carry carg
 
cargoes to or from North Viet-Nama? under its flag 

oes to or from North Vietnam
 

sMilitarz; ExnenditurC

16 . 1/A ,- 620(s). What percentage of According to published 
the


coryt2d budgct is for military figures, roughly 9% of 
was allocated
of foreign GOH budgetexpenditures? fow 7mach 

for military expenditures
exchange resources spent on military 
during FY1970. The major


equipment? How rmch opent for the 
isportion of this amount
purchase of sophisticated weapons 

systems? (Consideration of these believed to have been used 
arms andpoints to be coordinatedwith PPC/MS.)for standard 

ammunition, personnel costs,
 
maintenance, etc. There is
 
no reason to believe that
 
the GOH has any sophisticat
ed weapons systems.
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CONDITIONS OF THE LOAN
 

General Soundness
 

17. FAA 0 201(d). Information and 17. The proposed loan is
 
conclusion on reasonableness and legal under Honduran and U.S, 
legality (under laws of country and law and the proposed terms, 
U.S.) of lending and relending terms are reasonable for Honduras. 
of the loan.
 

18. FAA 5 251(b)(2) ;1.251(e). 
18. A.I.D. believes that
Information and conclusion on 
the project to be financed
activir.y's economic and technical 


soundness. If loan is not made pursuant under this loan is economi

to a multilateral plan, and the carount cally and technically sound. 
of the loan exceeds' 1090,000, has country The Borrower has submitted 
submitted to.A.I.D. an application for to A.I.D. an application for 
such funds together w-sh assurances to these funds dated March 9, 

an 1971 which contained assurindicate that funds will be used in 
economically and technically sound ances that the funds will be 

a sound manner.
manner? used in 
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AID 	1240-2
 

19. 	 FAA f 251(b). Information and 19. A.I.D. believes that it is 
conoluion on oapacity of tha reasonably sure that the Borrower 
country to repay the loan, reasonablesure epay the loan. 
including reoonableneso will be able to repay the loan. 
repayment proopects. 

20, 	 FAA i?611(a)(1). Prior to signing 20. Financial and technical 
of loan will there be (a) engineer- plans necessary to carry out the 
ing, financial, and other plans assistance and a reasonably fi#m 
necessary to carij out the assistanceestimate of the cost to the U.S. 
and (b)a reasonably firm estimate of such assistance have been c6m 
of the cost to the U.S. of the pleted. 
aosi, tance? 

21. 	 "AA 9 611(a)(2). If fturthor 21. Since the GOH will be the 
-7TWir. ativ- action i.3 required within toorrower under this loan, 
raciicnt enun-t !, what io. ba.is for ratification by the Honduran 
r'csonahlc ep ,tation that,,uc Congress will be necessary prior 
act!ion wi~l be sorpleted in t~ne t to initiation of disbursements. 
permit ozi'drZi7 accomplishment of The Mission has consulted with 
purpos,!t, of Zoan? Government officials and the 

indications are that such 
ratification will be accomplishe 

2% 	 FAA P' [_11(). If loan i s for capital during mid-1971. 
aaooatanw,,, a,- a 'l U.o. aroistarce 22. The Mission Director 
to pojecv ,:c.) C ,1 mZliWon, /1 a1(\cting) has signed a certi
ii, ion corvcr countryr' fication 	 in Annex Ic'o'tified the included 

capahil'!off v,-clZy to maintain and of this Capital Assistance 
utilize t;1e project? Paper. 

2?%. 	 FAA _121(b). Informationl and 23. Financing for this acti
conclusion on availability of financing vity is apparently not avail
from other free-world sources, including able from other free world
 
private sources within the United States.sources including private
 

sources within the U.S. 
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Loan's Ralationnhip to Achievement 
of Couintry and Regional Goals 

211 	 V A -s 7_ 2 Extent t 24. This loan will have a direct 
appropriate emphasis on; (a) effect on the development of de
ecorateg eveopme of d- mocratic institutions, adding to 
encouraging development of dem- the availability of trained manocratic economic, political, and pwri h onr n te 

social institutioru; (b) self- power in the country and other 
-

help in meeting the country's important elements of develop
 
food needs; (c) improving avail- ment.
 
ability of trained manpower in
 
the country; (d) programs designed
 
to meet the countryj's health needs,
 
or (e) other inportant areas of
 
economic, political, and social
 
development, including industry;
 
free labor uniono, cooperatives,
 
and volw~tary agences;
 
tran:sportationandl communication;
 
plannin-,and public acdninistration;
 
urban devolopment; and modernization
 
,f existing lawc.
 

25, 	 FAA . 209. Is project susceptible 25. This project is not suitable 
of execution as part of regional for execution as part of a re
project? If so why is project not gional project.
 
so executed?
 

26. 	 FAA {i 251(b)(3). Inforvnation and 26. This project is directly
 
concusion on activity's relation- related to and consistent with
 

or.-,istencii with,toan 	 other development activities inhip to) and oi, 
other dev,-'lopment activities, and Honduras since it is involved 
its contribution to realizable' with the development of the hu
long-range objectives, man resources necessary to carry 

out 	development activities in
 
all 	 fields. This project will 
make a positive cuntribution to
ward the achievement of realiza
ble long-range objectives.
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AID 1240-2 

27. FAA 0 251(b)(?). Information 27. This project will contributeand conclusion on whether or to the achievement of self-sus
not the activity to be financed taining growth through the 
will contribute to the achievement development of human resources 
of self-sutaining growth, and trained personnel necessary
 

to such a growth process.
 

28. 	FAA h 281(a). Describe extent 28. This loan will finance the
 
to which the loan will contribute expansion of a democratic insti
to the objective of asurirT tution which assists citizens of

maximwn participationin the task Honduras and will also help pro
of economic development on the part vide trained personnel necessary
of the people of the coznty, throwjh for the staffing and formation of 
the encouragement of democratic, other such institutions.
 
privat, and local governmental
 
i n ti tutionc.
 

29. 	 F. ! 287(b). Deicrihe extent to 29. This project is aimed at 
whic poJr7TY; rcuconizec the encouraging the development of 
particiilarneeds., dcsires, and human resources of Honduras for 
capct'tic, of "jroile 4cthe participation in the institution 
county; util z"sc the, cozntry's building process.
intelltual rcejourcc.o to encourage 
ino t z ttctional daveZopment; and 
supports ciivic education and 
t'ainin in skiila required for 
effective participationin 
governmental and political processes 
essential to self-gover'nent. 
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30. 	FAA 9 601(a). Information 30. All of these objectives

and cncluvionn whether will be indirectly influenced
Zoan hew courge efforta by the availability of more 
of the countr to: (a) 	 trained Hondurans who will work
increase the fZow of 	 in various sectors of Honduran 
internationaltrade; (b) life which are involved with
 
foster private initiative 	 these objectives. 
and competition; (c)
 
encourage development and
 
use of cooperatives, credit
 
uniono, and cavings and
 
loan asisociations; (d)
 
diccourage monopolistic
 
practices; (e) improve
 
technical efficiencj of
 
industry, agriculture, and
 
comzerce; and (f) strengthen 
free 	labor unions. 

31. 	 FAA , 619. If a. istance is 31. Not applicable, Honduras 
Jor newly independent country; is not a newly-independent
is it furnished through country.
 
multilateralorganizations or
 
plans to the maximum extent
 
appropriate? 

32. 	 FAA !,_251(h). information and 32. It has been determined that 
COMlC .:2co Onoi w;ether the this activity is consistent with
 
activity is;conistcntwith the the findings and recommendations
findings anid recon.mndationz of Df the Inter-American Committee 
the Intr-American Committee for for the Alliance for Progress.
the Alliance for Progress in its See page of this Capital
annual rcview of national devel- Assistance Paper. 
opment activities. 

33. 	 FAA q 251(g). Information and 33. It is anticipated that this 
conclusion on use of loan to program will assist in training
cvsist in promoting the coop- people for the cooperative move
crative movement in Lat'n America. ment in Honduras. 
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AID 1240-2
 

34. 	 FA 0 209- 5 251(b)(8). 
Injrmation and conclusion 34. It is anticipated that this 
whether assistance will program will profiote the ex
encourage regional development change of students with other 
programs, and contribute to the Latin American countries and
 
economic and political thereby contribute to regional

integration of Latin America. 
 understanding and the integration
 

of Latin America.
 

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

35. 	 FAA 251(b) (4); I 102. 
Inffownation and conclusion on 35. This project will have no 
possible effects of loan on 	 foreseeable adverse effects on 
U.S. economy, tnith special the U.S. economy.
 
refererce to areas of sub
stantial labor surplus, and
 
-extent to whzich U.S. commnodities 

and assistance are furnished in 
a manner consistcnt with improv
i.7 the U.S. balance "ofpayments
 
position.
 

3& 	FAA P, 607(b). rnfoation and 36. The Borrower has made con, 
c-n-s - how-7on the loan will' tact with numerous private or
encouraqc U."*. private trade ganizations in the U.S. which canand invos lntz abroad cv:d how make a positive contribution to,

it will encouraje private U.S. this project thereby encouragin

participation in foreign 
 participation by such organiza
assist-ance program., (including tions in foreign assistance pro
use of private trade channels grams.
and the services of U.S. private
 
enterprisc).
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37. 	 FAA R 601(d). If a capitaZ 
projecf', are engineering 
md professional services of
 
U.S. firms and their affil
iatcs used vo h maximnm' 
extent consistent with the 
national interest? 

38. 	 FAA R 602. Information and 
conclunion whether U.S. small 
business will participate 
equitably in the funnishing of 
goocko and services finance by 
the loan. 

35. 	 FAA V 620(h). Wil the loan 
promote or assist the foreign 
aid projects or activities of 
the Communist-Bloc countries? 

40. 	 FAA P ;,21 If t,.,chr.cal 
musiatance if, financed by the 
loan, inforriationand conclusion 
whether such aosiotcmcc will be 
furnished to the fullZest extent 
practicable as goods and profes-
sional and other services from 
private .ntirprin,?e on a contract 
bais. If the facilities of other 
Federal agcncics,- will be utilized, 
information and COnclu.ion on 
whe ther -,tiy are particularly 
suitcble, are not competitive with 
private enterprise, and can be made 
available without undue interference 
with domestic programs. 

ANNEX III, Page 14 of 19
 

37. 	 Not applicable 

38. 	 In accordance with A.I.D 
regulations concerning adver
tisment of procurement oppor
tunities, U.S. Small Business
 
will 	be permitted to partici
pate in furnishing goods and
 
services for this project.
 

39. 	 No. 

40. Tetnical assistance to be 
financed under the loan will be 
furnished to the fullest extent 
practicable by private organiza
tions. No use of federal agen
cies 	is contemplated.
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AID 1240-2 

41. 	 FAA 0 252(a). Total amount of money 41. The entire amount of the 
uncr loanwhich i6 going direotly loan shall be made available to 
to private enterprise, in going to an intermediate credit institu
interiediate credit institutions tion for making sub-loans, fin
or other borr-owers for use by pri- ancing technical assistance, and 
vate enterprise, is being used to helping to cover administrative 
finance iports frmn private sources, expenses for a limited time 
or is otherwise being used to period. 
finance procuremen-& from private 
sources.
 

Loan's Compliance with Specific
 
Requireznentv
 

42. 	 FAA " 201(d). Is interest rate 42. Yes.
 
of loan at least 2% per annum

during,grace period and at least 

3% per annwn thereafter? 

43. 	 FAA 9 608(a). Information on 43 A requirement to this 
meaures to be taken to utilize effect will be included in the: 
U.S. Goverwnent excess persona Loan Agreement.
 
property in lieu of the procure
ment of nc) itano.
 

41., 	 FAJ 14f; 04(a) . Will 44. Commodity procurement
 
al coJnodity procrcment financed under the loan will be res
wider the oa. be fom U.S. except tricted to countries included
 
as otherwise deterined by the in A.I.D Geographic Code 941.
 
President?
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45. 	 FAA 0 604(b). What provision is 
made to prevent financing commodity 
proauremont in buZk at prioes higher 
than adjuoted U.S. market price? 

46. 	 FAA § 604(d). If the hoot country 
diocriminateC against U.S. narino 
inLurane companica, will loan aguo-

require that marine insurancemnt 
be placed in tho U.S. on coatiditiao 
financcd by the loan? 

47. 	 FAA 9 604(t). If off-shore procure-
orment of a-rpcultural commodity 

product ic to be financed, in thcre 
proviJion a(7ain.;t a uch procurement 

when the dornetic price of ouch 
coznodity ii le than parity? 

4& FAA t i(b)_A. i 101. If loan 

financen water or water-related land 

resource (x)nrtruction project or 

program, in there a benefit-coat 
computation mado, inno3 far a practicable, 
in accordarco with the procedures Bet 

forth in the wiemorandw-i of the President 

dated May 15, 1962? 

fi61(c). If contract.j for49. 	 FAA 
eonn truaion are to be fzncrnced, 
what 	provision will be made that 
they be let on a comptitive 
basin to maxirrmvW ztent practicable? 

UNCLASSIFIED
 
of 19
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45, No bulk. commodity pro
curement is contemplatdd under 

this loan. 

46. The loan agreement will 
provide for compliance with 
this .provision. 

47. Not' applicable
 

48. Not applicable 

49. Not applicable 
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50. 	 FAA 9 620( ). What provision is 
there against use of subject 
anaistance to compensate ownere 
for expropriated or nationalized 
property? 

51. 	 FAA -I 622(b); 0 636(h). Describe 
steps taken to assure that, to the 
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SO. No assistance will'be pro
vided which could be used to 
compensate owners for expropri
ated or naturalized property. 

51. No Honduran Lempiras owned 
by the U.S. are available for
 

maximum extent possible, the country financing this project. Honduras 
is contributing local currencies to is making a considerable contrib
meet the cost of contractual and ution in local currency to this 
other services, and foreign currencies project. 
owned by the U.S. are utilized to
 
meet the cost of contractual and other
 
services. 

52. 	 App. 8 104. Will any loan funds 52. No. 

oe used to pay pensions, etc., for
 
military personnel?
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53. 	 App. P.o6. If loan is for 
capital projeot., io there 
provicion 'for A.I.D, approval 
of all contractors and contract 
terms? 

511. 	 App.2 0 ,o8. Will any loan 
funds be used to pay U.N. 

as essments?
 

55. 	 App. ]0. Compliance with 
regulations on eployment of 
U.S. and local personnel for 
fudi ob ligated after 
April 30, 1964 (Regulation 7). 

56. 	FAA 4 63,(i). Will any loan fwds 

be uc7 to i' ncc purchase, long
term leZear, or exchange of motor 
vchicle mcanvufactured outside the
United States, or any guaranty of 

such 	a tranaction? 

57. 	 AoI. v 0, Will any loan funds 
ba used for publicity or propaganda 
purpooes within U.S. not authorized 
by the Congress? 

UNCLASSIFIED
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53. Not applicable 

54. No loan funds will be used
 
to pay obligations to the U.N.
 

55. 	 This provision will be 
complied with.
 

56. No.
 

57. No. 
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58. 	 FAA § 620(k). If construction 58. Not applicable 
of productive enterprise, wiZZ 
acgrcgat, value of assistance 
to be furnished by U.S. exceed
 
$100 million?
 

59. 	 FAA 9 6112(d). Does the U.S. con 59. No. 
excess foreign currency and, if so,
 
what arrangements have been made
 
for its release?
 

f 901.b. 60. 

rcqui~r,,ment that at least 50 per complied with.
 
ccntum of the gross tonnage of
 
conoc'di tico (copated separately
 
jfor dry bulk carriers, dy cargo

i'.-cr,. and tankerO) financed
 

with fn,d. made available under
 
this loan shall be transported
 
on privately owned U.S. flag
 
con2ercial vessels to the extent
 
that sz-ch vessels are available
 
at fair and reasonable rates.
 

60. P.,A Complianca with 	 Thisprovision will be 
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Project Activity No. 
522-23-690-101 

DRAFT
 

LOAN AUTHORIZATION
 

Provided from: Alliance for Progress Loan Funds
 
HONDURAS: Student Loan Fund - EDUCREDITO
 

Pursuant to the authority vested in the Deputy U.S.
 
Coordinator, Alliance for Progress, by the Foreign
 
Assistance Act of 1961, as amended, and the Delegations
 
of Authority issued thereunder, I hereby authorize the
 
establishment of a loan pursuant to Part I, Chapter
 
2, Title VI, Alliance for Progress, of said act, to
 
the Government of Honduras ("Borrower") of not to ex
ceed two million United States Dollars ($2,000,000) to
 
assist in financing the U.S. dollar and local currency
 
costs of an expansion of the activities of EDUCREDITO
 

("Project"). Not to exceed the equivalent of fifty
 
thousand United States dollars ($50,000) may be used
 
for technical assistance and related commodity procure
ment by Borrower and not to exceed the equivalent of
 
one hundred twenty-five thousand United States dollars
 
($125,000) may be used to finance administrative ex
penses, including related commodity procurement, of
 

The loan shall be subject to the following
Borrower. 

terms and conditions:
 

A. Interest and Terms of Repayment: Borrower shall
 
repay the loan to the Agency for International Develop
ment (A.I.D.) in United States dollars within forty
 
years from the first disbursement under the loan,
 

(10) years.
including a grace period of not to exceed ten 

Borrower 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 and
 
three percent (3%) per annum thereafter.
 

B. Other Terms and Conditions:
 

1. Except for marine insurance, goods, services
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loan shall have
and ocean shipping financed under the 

and origin in the United States or any
their source 


independent country of the free world included 
in
 

or Honduras itself. Marine

A.I.D. Geographic Code 941 


source

insurance financed under the loan shall have 

its 


and origin in the United States or any independent
 

country in the free world included in A.I.D. Geographic
 

Code 941 or Honduras provided, however, that such 
only if it is

insurance may be financed under the loan 
on a competitive basis and any claims thereobtainable 


payable in convertible currencies. If, in

under are 

connection with the placement of marine insurance 

on
 

shipments financed under United States legislation
 

authorizing assistance to other nations, Honduras, 
by
 

regulation, favors any marine
 statute, decree, rule or 

an), marine insurance
insuraince company of any country over 


state of the
 company authorized to do business in any 


Unitcd States of America, goods financed under 
the loan
 

aid imported into Honduras from outside of Central
 

America shall during the continuance of such discrimina
in the United States
tion be insured against marine risk 


companies authorized to do
 of America with a company or 


marine insurance business in any state of the United
 

States of America.
 

2. Prior to the first disbursement or issuance of
 

the first commitment document under the Loan, the
 
in form and content
Borrower shall present to A.I.D. 


an executed sub-loan agreement
satisfactory to A.I.D. 

between the Borrower and EDUCREDITO which will 

make the
 

loan available to EDUCREDITO in
entire amount of the 

order that EDUCREDITO may carry out
 local currency in 


shall covenant with A.I.D.
the project. The Borrower 

that the terms of this sub-loan agreement shall not bc 

modified except as may be mutually agreed to by A.I.D.,
 

the GOH, and EDUCREDITO.
 

issuance of
the first disbursement or
3. Prior to 

Loan and then
the first commitment document under the 


annually thereafter, EDUCREDITO shall present to A.I.D.
 

for its review and approval, a plan, including a cash
 

budget, for the management, during the next succeeding
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year, of the sub-loan revolving fund established from
 
the repayment proceeds from loans previously made by
 
the Borrower.
 

4. EDUCREDITO shall annually, or at such other
 
times as A.I.D. may request, furnish such financial
 
statements to A.I.D. as A.I.D. may request. Such financial
 
statements shall be in form and substance satisfactory
 
to A.I.D.
 

5. Technical assistance and related commodity
 
procurement financed under the loan shall be in accordance
 
with policies and procedures agreed to in advance by
 
the Borrower and A.I.D.
 

6. Except as A.I.D. may otherwise agree in writing, 
not to exceed the equivalent of twenty-five thousand 
Unit-3d States dollars ($25,000) may be used to finance 
the administrative expenses of EDUCREDITO, including 
related commodity procurement, in any one-year period. 

7. Except as A.I.D. may otherwise agree in writing, 
the amount of the loan used to finance Local Currency 
Costs shall not exceed thc equiva lent of six hundred 
thousand United States dollars ($600,000). Local 
Currency Costs are those costs incurred for goods and 
services of Central American source and origin. 

8. During the A.I.1). loan disbursement period, any 
proposed substantial changes to be made by [EDUCREDITO 
to the present student selection criteria, standard 
sub-loan terms, or other matters which would have a 
major effect on modifying EDUCREDITO's current established 
operating procedures shall receive prior approval by 
A. I . 1. 

9. Borrower shall inforn A.I.D. of any changes 
made during the A.I.D. loan disbursement period which 
involved matters of personnel policy such as staffing, 
salary levels, and administrative costs.
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10. Semi-annually during the first year, and annually
 

each year thereafter during the A.I.D. loan disbursement
 
review of the progress of the program
period, a joint 


will be held by representatives of A.I.D., EDUCREDITO,
 
and the Government of Honduras.
 

11. Disbursements under the loan shall be subject
 

the condition that the total amount disbursed under
to 
time exceed the US dollar equivalent
the loan shall at no 


times the total cash receipts of donations
of ten (10) 

to EDUCREDITO received subsequent to March 9, 1971.
 

12. The loan shall be subject to such other terms
 

A.I.D. shall consider appropriate.
and conditions as 


Deputy U.S. Coordinator
 
Alliance for Progress
 

Date
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