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~~  In the first quarter of Cy 1972, anticipating full commitment of
‘the first loan, CQMDESA requested the USAID to consider a second loan.

II. PURPOSE OF LOAN

- The principal purposes of the Loan and the Project were to:
(a) consolidate COMDESA as a sound financial institution which
was going to be able to absorb additional financing at
nonconcessionary terms;

(b) support the evolution of COMDESA as a development bank;

(¢) mobilize the savings of the Paraguayan private sector in
the form of COMDESA shures and debt instruments;

(d) direct these and other COMDESA resources to grenerally
accepted priority activitics in the private scetor; and

(e) assist in meeting the medium apd lene term development
- credit needs of g growing cconomy.

ITI. SUMMARY OF ACCOMPLTSHMENTS

This project provided virtuali s the fivst "formal™ private snurce
of medium-term Financing in Paraguay. Before COMDEEA, the major
sources of such financing were the National Development Pank, the
Bank of Brazil and the pank ol Argentina. The first was almose
decapitalizcd; the other two finaneed and continue to finance only
their countries' exports. .

Another project to provide medium-toerm financine beoan last vear,
Under it the Central Bank provides rediccounts {op projects benefitting
the rural poor. The commercial banks have responded so favorably that
the $2.5 million loan wili disburse in one veiar, instead of threce, ang
COMDESA has become only one of 7 private banks making development
loans. '

The lesson learned is that, at least in Para-
guay, specialized development banke do not scem to be nceded to
finance development Projects.  The commercial banks will finance them
if they have access to medium-term funds.



IV. COVENANTS

‘The Loan contained the standard clauses pertaining to General
Covenants and Warranties (Article IV). The Borrower complied with all
these clauses.

V. REPORTING

Reporting requirements were not fully met. COMDESA is in the
process of fulfilling them.

VI. MONITORING

Considering that disbursement of the loan has terminated, )
Implementation Letter No. 14 dated June 30, 1978 was issued establishing
the requirements to be observed by COMDESA in the future: .

(@) COMDESA shall submit to AID quarterly reports indicating
the use of reflow funds. Such funds will speeifv the name
of subprojects financed, the value of subloans made, and the
lending terms for such subloans. '

(b) COMDESA shall request AID's approval for the use of refdow
funds for the Financing of subprojects when the use of ‘such
reflows will be for other than the type of activities indicated
in the loan agreement as in conformance with the project's
purposes or to repay the loan to AID.

(e) To assure compliance with Section 4.09 of the loan agreement,
COMDESA shall maintain updated books and records ior AID's
audit and revision as AID may require.
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